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AGENDA

• Economic overview (brief)
• Worst economic collapse in 

100 years

• Key risks/outlook for local 
economy

• Construction industry
• Infrastructure stimulus

• Covid-19 impact on the 
industry: some initial data

• Civil outlook

• Building outlook
• Different dynamics
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ECONOMIC OVERVIEW
SOUTH AFRICAN ECONOMY IN CRISIS
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• Global economy 
expected to 
contract by 3.0% in 
2020

• Worst since Great 
Depression

• Interconnected 
world

• Millions and 
millions of jobs lost

Source: IMF WEO



-Down a staggering 51% q-q annualized (exaggerated)
-Down 17.1% y-y (more reliable stat)
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Construction always gets short end of the stick
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Source: Stats SA



• We already LOST A DECADE before Covid-19

• Unlike the rest of the world, we were already 
in recession

• Per capita income expected to only be 
around R49 300, from R53 500

• Around 8% lower, and getting worse!

South Africans are 
expected to get 
significantly poorer
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• Supposed to be 10% of GDP

• Has only been about 2% (so far), compared to 
17.5% for the US for example

• Auditor general report: Covid-19 relief 
FROUGHT with corruption:

• SASSA fraud

• 30 000 payments being investigated

• UIF/TERS payment fraud

• Dead people, people already working for government 
received payments

• Procurement of PPE

• “clear indications of fraudulent activities..”

• Food parcels

• Difficult to keep track of

• Delays

• Inefficiencies (R200bn loan fund for 
example)
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KEY RISKS - Fiscal response: Stimulus measures of R500bn



• BEFORE: Covid-19, government was already in an 
extremely precarious fiscal position. Gov. has taken 
on more and more debt over the last 10 years or so 
(by running large deficits), without reigning in 
spending or growing the economy..

• NOW:
• R300bn+ shortfall in tax revenue (R1.5 trillion)

• Junk status (more expensive to borrow)

• Covid-19 relief spending

• Higher real interest rates (higher bond yields)

• Add in a 10 year history of running a deficit and a 
lack of political will to cut spending (everywhere)

• Interest payments are already 16% of total revenue –
could rise to 25% (in theory).. 

• EQUALS certain default if nothing is done – details 
about gov. plans to do are going to be laid out in mini 
budget in October

• No evidence of doing anything about it

• Spending needs to be drastically cut NOW
9

KEY RISKS – Fiscal ‘cliff’, default on debt



• BEFORE: Covid-19, government was already in an 
extremely precarious fiscal position. Gov. has taken 
on more and more debt over the last 10 years or so 
(by running large deficits), without reigning in 
spending or growing the economy..

• NOW:
• R300bn+ shortfall in tax revenue

• Junk status (more expensive to borrow)

• Covid-19 relief spending

• Higher real interest rates (higher bond yields)

• Add in a 10 year history of running a deficit and a 
lack of political will to cut spending (everywhere)

• Interest payments are already 16% of total revenue –
could rise to 25% (in theory).. 

• EQUALS certain default if nothing is done – details 
about gov. plans to do are going to be laid out in mini 
budget in October
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KEY RISKS – Fiscal ‘cliff’, default on debt
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Macro forecasts



CONSTRUCTION 
SECTOR OUTLOOK
HOW BAD IS IT GOING TO BE???
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Historical context

13

45000

95000

145000

195000

245000

295000

345000

Se
p

/1
9

8
1

Ju
l/

1
9

82

M
ay

/1
9

8
3

M
ar

/1
9

8
4

Ja
n

/1
9

8
5

N
o

v/
1

9
8

5

Se
p

/1
9

8
6

Ju
l/

1
9

87

M
ay

/1
9

8
8

M
ar

/1
9

8
9

Ja
n

/1
9

9
0

N
o

v/
1

9
9

0

Se
p

/1
9

9
1

Ju
l/

1
9

92

M
ay

/1
9

9
3

M
ar

/1
9

9
4

Ja
n

/1
9

9
5

N
o

v/
1

9
9

5

Se
p

/1
9

9
6

Ju
l/

1
9

97

M
ay

/1
9

9
8

M
ar

/1
9

9
9

Ja
n

/2
0

0
0

N
o

v/
2

0
0

0

Se
p

/2
0

0
1

Ju
l/

2
0

02

M
ay

/2
0

0
3

M
ar

/2
0

0
4

Ja
n

/2
0

0
5

N
o

v/
2

0
0

5

Se
p

/2
0

0
6

Ju
l/

2
0

07

M
ay

/2
0

0
8

M
ar

/2
0

0
9

Ja
n

/2
0

1
0

N
o

v/
2

0
1

0

Se
p

/2
0

1
1

Ju
l/

2
0

12

M
ay

/2
0

1
3

M
ar

/2
0

1
4

Ja
n

/2
0

1
5

N
o

v/
2

0
1

5

Se
p

/2
0

1
6

Ju
l/

2
0

17

M
ay

/2
0

1
8

M
ar

/2
0

1
9

Gross fixed capital formation construction sector (quarterly growth and levels)  - Constant 2010 prices



GFCF construction down 34% in the 2nd quarter
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Forecast
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Worst tender activity levels since inception of data
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• Lowest number of 
projects reported 
out to tender since 
inception of the 
data in 1998 in 
April

• Lowest in more 
than 20 years!!

• Quite staggering

• Has bounced back in July 
however

Source: Databuild, Industry Insight
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Some initial data from Databuild/Industry Insight
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• No collapse in 
tenders awarded 
however

• Data MUCH better 
than expected

• Actually trending 
upwards, with a lot of 
big projects being 
awarded

• Still coming off a very 
low base

• Recessionary territory

Source: Databuild, Industry Insight
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Building versus civil – very different dynamics
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Source: Industry Insight



CIVIL 
CONSTRUCTION 
OUTLOOK
-VERY DEPENDENT ON GOVERNMENT 
SPENDING…

-GOVERNMENT CAN PLAY A COUNTER-
CYCLICAL ROLE

19



Tender activity –SAFCEC state of the industry survey

• Contractors were becoming more and positive 
around tender activity

• Big reversal, only 9% satisfied

Source: SAFCEC State of the civil engineering industry Report 2020Q2



Award activity –SAFCEC state of the industry survey

• Bit of an improvement in award activity 
however

Source: SAFCEC State of the civil engineering industry Report 2020Q1



Civil engineering 
confidence bounce back in 
Q1, but back to rock 
bottom in Q2

22

Source: SAFCEC State of the civil engineering industry Report 2020Q1
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Is there hope?

Investing in 
infrastructure key 
part of the gov. 
stimulus plans 
going forward

Some steps in 
the right 
direction
-SIDDSA
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50 SIP projects gazetted at the end of 
July (apparently R360 billion)

‘Shovel Ready’
‘Bankable’
‘Fast tracked’

-Lacks detail
-These are projects already in the system at 
various municipalities, gov dept
-A lot of work has already been done on these 
projects
-We are very sceptical about how ‘bankable’ these 
projects really are because:
-They have been in the system in excess of 5 years 
in most cases
-Have gone out to tender more than once 
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BUT…
-Implementationa huge issue

-Government is broke

-Private sector expected to take the lead 
(why would they?) incentives..

-Lacks detail

-No transparency

-Skills? For project preparation

-Corruption
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Limpopo benefit – water and sanitation projects
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Limpopo potentially benefit from 2 big road projects
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Mpumalanga expected to overtake EC in terms of size of industry

• MPU – 10.8%
• R23.3bn

• LIM – 5.5%
• R11.8bn
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MPUMALANGA

Building
26%

Civil
74%

• 74% civil

• 26% building

Awards and tenders 
were trending upwards
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MPU – one of best performing provinces this year
Construction forecasts 2019 2020f

Total construction (GFCF) 271,201 215,141

% change -20.7%

Gauteng 91,734 65,618

% change -28.5%

Western Cape 65,065 47,761

% change -26.6%

Kwazulu Natal 37,340 30,765

% change -17.6%

Eastern Cape 25,592 22,805

% change -10.9%

Mpumalanga 24,756 23,235

% change -6.1%

Limpopo 12,288 11,833

% change -3.7%

North West 5,922 5,379

% change -9.2%

Free State 5,221 4,733

% change -9.4%

Northern Cape 3,283 3,012

% change -8.3%

• Provincial 
construction forecasts 
show Mpumalanga 
construction industry 
contracting by 6.1% in 
2020 (real terms)

• Although negative, 
one of the best 
performing provinces
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LIMPOPO
• 88% civil

• 12% building

Predominantly civil

Building
12%

Civil
88%
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LIM –THE best performing provinces this year
Construction forecasts 2019 2020f

Total construction (GFCF) 271,201 215,141

% change -20.7%

Gauteng 91,734 65,618

% change -28.5%

Western Cape 65,065 47,761

% change -26.6%

Kwazulu Natal 37,340 30,765

% change -17.6%

Eastern Cape 25,592 22,805

% change -10.9%

Mpumalanga 24,756 23,235

% change -6.1%

Limpopo 12,288 11,833

% change -3.7%

North West 5,922 5,379

% change -9.2%

Free State 5,221 4,733

% change -9.4%

Northern Cape 3,283 3,012

% change -8.3%

• Provincial 
construction forecasts 
show Limpopo 
construction industry 
contracting by 3.7% in 
2020 (real terms)

• Although negative, 
the best performing 
provinces
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BUILDING
OUTLOOK
PRIVATE SECTOR DRIVEN

EXPECTED TO BE HIT MUCH HARDER THAN 
CIVILS

HUGE DEMAND SHOCK – SOUTH AFRICANS
UNDER MASSIVE FINANCIAL PRESSURE

NO COUNTER-CYCLICAL ROLE
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Building versus civil – very different dynamics
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Source: Industry Insight



Collapse in private building

37

• Lowest ever SQM 
completed in April, 
May and June.

• Instant deep recession

• Building was already 
heading for recession

Source: Stats SA building statistics
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Building activity: SQM of building plans completed y-y monthly changes

Building plans completed y-y monthly change 12 per. Mov. Avg. (Building plans completed y-y monthly change)
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