PRESS RELEASE Monday 09th October 2007
Business confidence in the South African SMME sector continues to decline. 

For the third time in a row, the business confidence of the South African SMME sector has declined. The index which is a survey of the opinions of SMME managers and owners throughout has been decreasing on a quarter to quarter basis since January 2007. The indices are divided into three strata by business sectors. These are (a) Industrial sector; (b) Trade sector and (c) Services sector. 
The industrial sector (which includes manufacturing, construction, agriculture, mining etc.) continues to experience a downward trend in business. The confidence level for the 3rd quarter of 2007 in this sector decreased to 52.78% from the previous level of 59.60% in the 2nd quarter of 2007. This represents a decrease in business confidence of 11.44%. There was also a marginal decrease in business confidence in the trade sector. The confidence index in this sector for the 3rd quarter of 2007 decreased to 58.06% from 62.74% in the 2nd quarter of 2007, representing a decrease of 7.46%. This is to be expected as most emerging markets continue to feel the effects of US economy’s flu from both the trade and industrial sectors of their economies.  Also the growing expectation that there is likely to be future interest rates hikes by the Reserve Bank has contributed to a significant number of SMME managers becoming more bearish about their future prospects- explained Professor Nicholas Biekpe of the Africagrowth Institute. The services sector (representing financial, hospitality and other business services) witnessed the lowest drop in business confidence. The index for the sector was 56.42% in the 2nd quarter of 2007 but dropped to 52.96% in the third quarter of the same year, representing a decrease of 6.13%. 

In terms of the future business outlook, both the industrial and the services sectors were optimistic. The confidence index for future outlook in the services sector increased from 72.46 in the 2nd quarter of 2007 to 72.49 in the 3rd quarter, representing an increase of 0.04%. The confidence index for future outlook in industrial sector also increased from 74.91% in the 2nd quarter of 2007 to 76.19% in the 3rd quarter, an increase of 1.71%. The index for the trade sector however, declined from 72.09% in the 2nd quarter of 2007 to 69.80% in the 3rd quarter of 2007, representing a decrease of 3.18%. The comparatively improved future business confidence can be attributed to the expectation that business activities normally pick up during Christmas festive season. The real test in confidence which emerge after the the New Year - explained Prof Biekpe

The overall Business Confidence Index (which averages all the three business sectors in the country) shows a marginal drop in confidence about business situation in the SMME sector of the South African economy. The overall index decreased from 66.37 in the 2nd quarter of 2007 to 63.71% in the 3rd quarter of 2007, a decrease of 4.01% in business confidence.  Even though still declining, it is at a reducing rate as compared to the 6.54% fall in the previous quarter. The graph below shows the overall South African SMMEs Business Confidence Indices since 2006. 
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The South African SMME Index is constructed by Africagrowth Institute.  The index is sponsored by the Industrial Development Corporation and part funded by the WK Kellogg Foundation.
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