PRESS RELEASE Monday 18th December 2006

Worrying Business Confidence for the South African SMME Sector for 2007
The last quarter of 2006 of the South African Small Micro and Medium Enterprise (SMME) indices have recorded mixed results. The South African SMME Index which measures current and future business sentiments of SMME Managers throughout South Africa has just been released by the Africagrowth Academy.  The index is sponsored by the Industrial Development Corporation (IDC).  The indices represent sentiments of SMME Managers and on a scale between 0 and 100 with 0 representing the lowest confidence rating and 100 the highest.  
The indices are divided into three categories 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.) has witnessed an increase of business confidence. After a decline in the past three quarters, this sector now witnessed an increase in business confidence from 45.71 in the third quarter of 2006 to 61.35 this quarter. This represents an increase of 34.22%. This increase may be explained by the current boom in the South African economy resulting in increase in spending by consumers on manufactured household goods. The current increase in housing and its associated increase in demand for cement have also contributed to an increase in demand for material in the construction sub sector of the Industrial sector.  Business confidence index in the trade sector (broadly representing Retail and Wholesale Trade) also went up marginally from 59.38 during the 3rd quarter to 65.28 in this quarter- an increase of 9.94%. The services sector (representing financial, hospitality and other business services) registered a marginal increase in business confidence from 57.85 to 60.54- an increase of 4.65%.  
The future outlook for the next quarter (first quarter of 2007) was bleak for two of the three sectors. The confidence index of future outlook (which measures the expected business outlook during the next quarter) for the trade sector decreased from 82.80 during the last quarter to 70.87  this quarter- a decrease of 14.41%. The services sector also recorded a percentage decrease of 9.49% from 77.13 point in the last quarter to 69.81 during this quarter. The industrial sector, however, recorded a marginal percentage increase of 3.35% from 66.51 point to 68.74. 
The overall SMME Business Confidence Index (which averages all the three business sectors in the country), shows a slight increase in trend over the 4 quarters.  It recorded 64.89 during the third quarter of 2006 to 68.10 this quarter- an increase of 1.86%.  
The graph below shows the overall South African Business Confidence Indices for the year 2006 by quarter. The overall indices hovered between 58 and 61 points. SMME owners, however, expect 2007 to be a difficult one.  This is probably due to the interest rate increases in 2006 and the expected increases during the first quarter of 2007. These increases are putting a lot of squeeze on SMME owners. 
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