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AGENDA

Global and Domestic Outlook

Brief overview of the main points affecting the global and domestic
economic outlook

Cement Volumes

Domestic and Import Volumes

Kwazulu Natal Construction Industry

With a focus on eThekwini and the private sector

Forecast

What is the most likely outlook for the industry?.

CEMENT &
CONCRETE SA



Sluggish Global and Domestic Growth outlook o

2018 2019 2020 2021 2022 2023 2024
World 3.5% 2.8% -3.1% 6.2% 3.4% 2.9% 3.1%
Advanced Economies 2.2% 1.6% -4.5% 5.4% 2.7% 1.2% 1.4%
us * 3.0% 2.2% -3.4% 5.9% 2.0% 1.4% 1.0%
Eurozone * 1.8% 1.3% -6.4% 5.3% 3.5% 0.7% 1.6%
UK * 1.3% 1.4% -9.4% 71.4% 4.1% -0.6% 0.9%
Emerging markets 4.5% 3.6% -2.0% 6.7% 3.9% 4.0% 4.2%
Brazil 1.3% 1.4% -3.9% 5.0% 31% 1.2% 1.5%
Russia 2.5% 1.3% -2.7% 4.7% -2.2% 0.2% 2.1%
India 6.1% 4.2% -7.3% 8.7% 6.8% 6.1% 6.8%
China * 6.8% 6.0% 2.3% 8.4% 3.0% 5.2% 4.5%
Sub-Saharan Africa 3.3% 3.2% -1.7% 4.7% 3.8% 3.8% 41%

*  40% weak activity in trading partners

- Collectively (on average) 48 percent lower compared
102018
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SARB takes a more bearish outlook and is the least optimistic regarding growth

outlook
SARB: Rolling blackouts knocked
off 2 percentage points from the 2023 18 2024
annual growth outlook — R1bn per 1,7
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SARB projects moderate cut in the repo rate by end 2024, stabilise in 2025, °
upside risks remain (USA price inflation and energy prices)
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All about the USA’s next move....
If inflation starts to moderate without easing MP, translate to significant dollar q
“However, it now appears likely that the Fed is going to

strength, putting pressure not only on SA’s currency, but globally
keep rates elevated forthe foreseeable future. Not a

single member of the Federal Open Market Committee

US Consumer Inflation expects rate cuts in 2023”

“Rate cuts are possible by September 2023~

8,0%
Global catastrophe if the
US does not start to cut
;z:: . 5,0% lending rates to reign in
§ real rates back to around
<
5 B
8 2 percent
o 21% o o
> ! - . - 1,8% 0%
> 1,6% 15% 1,6% 13% L%
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| . Source IMF: World Database

-04%,
2008,12010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Photo by Jacob Morrison on Unsplash



https://unsplash.com/@jacobmorrison?utm_source=unsplash&utm_medium=referral&utm_content=creditCopyText
https://unsplash.com/s/photos/USA?utm_source=unsplash&utm_medium=referral&utm_content=creditCopyText

Will the private sector be playing a more active role in economic infrastructure developme@
ctu

Loadshedding and development of new trading partners through the Russian invasion, may be catalysts to fast track private sector participation in economic infrastru
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Cementitious market

Domestic sales and imports

Weaker import market in 2022, down
33%, (714 000 tons) contributed 5
percent of total domestic market
Cement volumes have been tapering
off since 2016, strong rebound in 2021
(DIY market), surprising resilient
considering the decline in investment
Domestic cementitious sales volumes
estimated at 13,6mt (2022), down 0,4
percent y-y

Last official stats released was for
2020Q3
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Building costs outpaced consumer inflation in 2021/22 Q

But rate of increase is slowing more rapidly

—Consumer Inflation —Building Costs ---- Cement
30,0%
Building Cost inflation
averaged 9,1 percent in 2022 25,0%
(moderoted to 5,3 percent in 20.0%
Dec-22, below inflation)
15,0%
Cement price adjustments 10,0%
were below average between 509
2010 and 2017 '
0,0%
Cement averaged 9 percent in -5,0%
2022, butended up 12 % in
-10,0% W
Dec-22
-15,0%
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Tough period for the local construction industry

Sector hardest hit in 2022

GDP Performance Liquidations Formal employment

A 2022 (3" QTR
verage (3" QTR) 2022 vs 2021 2022 vs 2021

Total
Finances Community, social 1,4%

Personal

Wholesale -7,7% I Financial services -0,3% I
General government

Finance Community -17,8% IR Transport -2,4% IR

Transport

Agriculture - 26,7% Wholesale/Retail Bl 2%
Trade

. Electricity -30,0% - Construction
Construction

Electricity Mining -63,6% | R E'e“”w;’t’egrasand B o6%

Manufacturing
Manufacturing -8,0% l Manufacturing - 2,2%

Mining -6,9%

Construction 32,4% Mining F 2,9%
Agriculture -4,9%

-100,0% -50,0%  0,0%  50,0% 6,0% -4.0% -2,0% 0,0% 2,0% 4,09
100%  50%  00%  50%  10,0% 100,0% 0% % 6 6,0% -4,0% -2,0% 0,0% 2,0% 4,0%

Source: SARB

Source: Stats SA Source: Stats SA Quarterly EmploymentEarnings



GFCF and FDI

 Residential investment ticked

back up in Q3 2022

* Rate of decline is slowing in

non-residential and civil works
investment

* 36% in Foreign direct

investment in 2021 compared
to 2019 (pre-covid)

* 50% increase in the estimated

value of civil projects out to
(2022)

e >100% in January 2023

Source: SARB

..but there are few recent highlights

Confidence levels: Civil
(FNB/BER Index)

Improved to
31, the
highest level
since March
2017

Source: Stats SA

Consulting Engineers show
higher levels of optimism in
first half of 2022

Improved to
59 in first half
of 2022, the
highest level
since 2016/17

Source: Stats SA Quarterly EmploymentEarnings



Construction profile in Kwazulu Natal Q

Kwazulu Natal Construction Labour Force
Shed 15 percent of its labour force since 2015

(42 job opportunities) . 2022 (avg): 224 000
« Up 5% from 2021
CIVIL 300 SOTE - Q3243000 (highest

level since 2018)

—_ 0,
R20bn - R30bn 44% PRIVATE BUILDING 266 000

Publig<

56% 250

R20bn — R30bn
200
PUBLIC BUILDING m
/
R5bn — R10bn

T 150

R50bn — R70b v

50
_ S o o
QL 8

‘000

2000 |



ETHEKWINI CAPITAL EXPENDITURE °
Average nominal decline of 1 percent over the three year period
Actual expenditure rate deteriorated fromm AN AVERAGE OF 85% prior to 2019/20 to 57% in

2021/22
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75% of capital budgets goes to
INFRASTRUCTURE RELATED capital

expenditure (2022/23) = R4,2bn

INFRASTRUCTURE BUDET 2022123 R4,2bn
WINNERS:

+  Health (up 17%)

- Water Management (up 20%)

- Waste Water Management (up 74%)
- Energy Sources (up 5 percent)

« Housing (up 2%, 26 percent of the budget)

LOSERS
« Road Transport (down 4 percent — 33% of the
budget)

Capital budget contribution projected to slow to

8,9% of total expenditure by 2024/25 - below
average (from an average of 16% prior 2019)

- City of Cape Town = City of JHB === eThekwini
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“Auditor General red flags eThekwini as city ©
falters” — R1,5bn irregular expenditure

. Political instability, leadership issues, interreferences in government tenders,
corruption

. Coalition government (ANC, EEF, NFP)

. Spent only 6.59% of its total budget on maintaining assets

. Spent 57% of capital budget and only 13% of its housing budget in 2021/22

. Housing backlog at 440 000 units vs average built of 4 000/annum

. 60% of water purchased by the city is lost before it reaches the consumers

. 80% of CCTV cameras not working

. SA Navy is moving out of Durban to Richards Bay

. Will the city finally be placed under administration? On cards since at least 2019



Kaunda said that the city would
Increase its maintenance
budget to 8% of revenue (from
7%?) in order to improve the
upkeep of the sewerage, water,

roads and electricity networks.

Not
enough,
too little
to late?



Creditors vs Debtors Age Analysis G

Provincial Local Percentage outstanding for longer than 90 days - September 2022
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Provincial Local

Creditors Age Analysis Creditors :R2.5bn °

Percentage outstanding for longer than 90 days

Government’s outstanding (Sep-22)
W Creditors Debtors: R32bn
80
Paymentissues
Nxumalo Gumede Kaunda
* Steady increase 60 2011 - 2016 2016 - 2019 2019 -
from 2013 (below
30%) 50
e 2020 accelerated
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KWAZULU NATAL’'s market share of private sector building approvals
SLOWED to 15% by Nov-22

Just over 2 million SQM approved in 2022 ?

Valued at R20bn

Represented 15 percent of the total national market (1994:17,5%)

Current demand strong focus on housing on industrial
MARKET SHARE OF SQM APPROVED
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Approvals slow to 2010 levels
SQM approved per annum a
4000000
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Kwazulu Natal’s building approvals on par with pre-covid
level (2019) in 2022, better than GT, worse than WC
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Approvals in 2021
and change compared to 2019
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Will the newly elected KZN premier, Nomusa Dube-Ncube, take @
infrastructure investment more seriously?

. 2022/23 Budget speech (Mar’22) refers to an average of R18,7bn per
annum in infrastructure investment over the next three years — a significant

increase from an average of R10.6bn (>70% increase)...

. Several large social housing projects prioritised: —
. Empangeni Housing project (10 000 units) 53 000 housing
. JBC Housing project (11 503 units) opportunities
. . ~ HS Budget:
. Further development of Cornubia Housing project '
. . _ _ R11,3bn
. uMlazi Urban regeneration project (20 000 units)

. 30 Informal settlements will be upgraded —
. Prioritised 730 road projects (repairs) — R2,9bn (80% complete by Nov
20227?)

Details of projects can be found in the 2022/23 Estimates of Capital Expenditure (ECE)



PROVINCIAL

CONSTRUCTION PIPELINE

A

Culminate various indicators into one provincial
model

Monitor change in (past) private and public sector
awards and completions against (future) approvals
and tenders at a provincial level

Updated monthly / quarterly basis

Split by public building, private building and civil
works

All nine provinces, with a national summary

3 year rolling provincial forecast

Bottom up approach as opposed to Top Down

Used as input into final national forecasts.

WESTERN CAPE P

PRIVATE SECTOR BUILDING ACTIVITY (R'000, Current Prices)




KZN’s pipeline slowed to an increase of 8% (21% Oct-22) O

National growth outlook also slowed from 8,3% to 5,5% in January 2023

KWAZULU NATAL
Estimated value of pipeline increased by R5bn since June 2021 (R38bn)
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High impact project announcements 2022: R286bn
Strong focus in KZN
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Average projected investment base on what we know

Two year period: 2023 — 2024

Rand billions
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KZN has a promising growth outlook that could be
undermined by persistent challenges

Two year period: 2023 -2024
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They say that talk is cheap and money buys the whisky

Talking about it doesn’t guarantee any action

BUT

NOT talking about it, guarantees NO ACTION



“INFRASTRUCTURE"” AND THE SONA

Record mentions of infrastructurein 2023 SONA

Bl SONA —GFCF GOVERNMENT
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Forecast _mmmm

2023-2024 ¢P® :

(Y-Y per.chg) 0.1 o4 43 add 2 a4
Int t Rat

Nierest hates 10,0 7,0 7,25 10,25 11,25 10,0
(Year end)

Inflation

(Annual Average) = 3,3 4,5 6,5 5,4 4,8
Currency

(Average)
------
Building -19,0

Civil -7,9 -16,2 -1,2 -5,0 9,8 5,0
Construction -6,7 -17,7 -3,6 -3,0 6,5 3,5
Kwazulu Natal Construction 14,4 14,1

Construction Materials



* Elsie Snyman

IndUStry . +27 82 822 9161

I n S I t + elsie@industryinsight.co.za
g - www.industryinsight.co.za
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