PRESS RELEASE Friday 2nd July 2008
Business Confidence in the South African SMME Sector 

Tumbles!!!
We are at the threshold of yet another quarter, the second quarter of the year 2008 and evidence from the survey suggests that business confidence in the SMME sector in South Africa has further dropped significantly. The index which explores the opinions of SMME managers and owners all over the country has been dropping on a quarter to quarter basis since January 2007.  

All the three sectors (that is industrial, trade and services) recorded significant drops in business confidence. The services sector recorded the steepest decline. The confidence index for this sector dropped from 47.25% in the first quarter of 2008 to 36.53% in the second quarter of 2008, representing a decrease of 22.69%.  In the industrial sector, the confidence index for the 2nd quarter of 2008 decreased to 47.21% from 52.40% in the 1st quarter of 2008, a decrease of 9.90% whereas that of the trade sector has declined to 47.18% from 54.01% in the 1st quarter of 2008 also representing a decrease of 12.65%. This is to be expected as inflation and subsequent food and energy prices continue to increase says Professor Biekpe, President of Africagrowth Institute.  Also the prime rates hikes by the Reserve Bank as well as bank charges are hurting most SMME operations. 
In terms of the future business outlook, only the trade sector expressed moderate optimism. The confidence index for future outlook in this sector increased from 55.77% in the 1st quarter of 2008 to 56.06% in the 2nd quarter of 2008, representing a modest increase of 0.52%. The confidence index for future outlook in the industrial sector has decreased from 49.00% in the 1st quarter of 2008 to 46.50% in the 2nd quarter of 2008, a decrease of 5.10%. The index for the services sector also recorded a slight decline, moving from 48.84% in the first quarter of 2008 to 48.73% in the 2nd quarter of 2008, representing a decrease of 0.23%. 
The overall Business Confidence Index (which averages all the three business sectors in the country) shows a significant drop. The overall index decreased from 51.21% in the 1st quarter of 2008 to 43.64% in the 2nd quarter of 2008, a decrease of a massive 14.80% in business confidence.  It, thus, appears that confidence in the SMME sector is likely going to remain low for 2008 in the face of the current global credit crunch and coupled with energy and other essential commodities price increases. It is expected that inflation in South Africa will continue on the increase putting further squeeze on the SMME sector. 

The graph below shows the overall trend of South African SMMEs Business Confidence Indices from 2006 the second quarter of 2008. 
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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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