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Figure 1: FNB/BER consumer confidence index
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e After reaching its highest level since inception, with a reading of 26 in Q1.18, the FNB/BER’s consumer
confidence index (CCI) fell only slightly in Q2.18, dropping by 4 index points to 22.

e According to The BER this is a divergence from historical trends as “(i)n the past, dramatic surges in
the CCI were typically followed by a negative correction in the next quarter. However, this time around,
consumer confidence remained extraordinarily high”.

e Looking at a disaggregation of the index, the sub-index which measures peoples’ perception of the
outlook for the SA economy over the next 12 months shed only 1 point, remaining elevated at 33, while
consumers’ assessment of their own financial position lingered at 31 points. This is a 29 point surge
from Q4.17’s reading.

e The only sub-index that dipped notably in Q2.18 was that measuring the number of individuals deeming
it appropriate to purchase durable goods presently. It fell to 2 points, from 13 previously. This is in line
with the movement in retail sales of furniture and household appliances, which after growing by
15.2%yly in Q1.18, slowed to 11% y/y in April 2018.

e Confidence across the different household income groups varied notably. The gauge reflecting high
income earners’ confidence levels remained stable, gaining 1 point, while the level of confidence
amongst middle income consumers dipped markedly, falling to 17, from 26 in Q1.18. Low income
earners (earning less than R3000 per month), displayed the largest boost in confidence, with the CCI
reflecting this category climbing 8 points to 21 in Q2.18.

e According to the BER however, “(w)hile the change in South Africa’s political leadership in December
2017 and the ensuing positive ripple effects have duly created great optimism, there is currently a large
disconnect between consumers’ sky-high expectations for domestic economic growth and the actual
performance of the South African economy”.

e We have lowered our GDP growth forecast for 2018, to 1.4% yly, from 1.8% yl/y, on the back of a lower
than expected GDP Q1.18 reading, slipping business confidence, surging fuel prices and other
consumer taxes, a weaker domestic currency and heightened global trade tensions. The BER warns
that should “(f)inancial positions of households fail to improve in line with consumers’ lofty expectations,
frustrations will likely grow and dissatisfaction may set in”.

Figure 2: FNB/BER Consumer Confidence Index
Q1.18 Q2.18 Change

Economic Outlook Index 34 33 -1
Household Financial Position Index 31 31 0
Durable Goods Index 13 2 -11
FNB/BER Consumer Confidence Index 26 22 -4
Source: BER
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Disclaimer

The information and materials presented in this report are provided to you for information purposes only and are not to
be considered as an offer or solicitation of an offer to sell, buy or subscribe to any financial instruments. This report is
intended for use by professional and business investors only. This report may not be reproduced in whole or in part or
otherwise, without the consent of Investec.

The information and opinions expressed in this report have been compiled from sources believed to be reliable, but
neither Investec, nor any of its directors, officers, or employees accepts liability for any loss arising from the use hereof
or makes any representation as to its accuracy and completeness.

Investec, and any company or individual connected to it including its directors and employees may to the extent
permitted by law, have a position or interest in any investment or service recommended in this report. Investec may, to
the extent permitted by law, act upon or use the information or opinions presented herein, or research or analysis on
which they are based before the material is published.

Past performance should not be taken as an indication or guarantee of future performance, and no representation or
warranty, express or implied is made regarding future performance. Information, opinions and estimates contained in
this report reflect a judgement at its original date of publication by Investec and are subject to change.

Investec is not agreeing to nor required to update research commentary and data. Therefore, information may not
reflect events occurring after the date of publication. The value of any securities or financial instruments mentioned in
this report can fall as well as rise. Foreign currency denominated securities and financial instruments are subject to
fluctuations in exchange rates that may have a positive or adverse effect on the value, price or income of such securities
or financial instruments. Certain transactions, including those involving futures and options, can give rise to substantial
risk and are not suitable for all investors.

Investec may have issued other reports that are inconsistent with, and reach different conclusions from, the information
presented in this report. Those reports reflect the different assumptions, views and analytical methods of the analysts
who prepared them.

This report is disseminated in South Africa by Investec Bank Limited, a firm regulated by the South African Reserve
Bank.

To our readers in South Africa this does not constitute and is not intended to constitute financial product advice for the
purposes of the Financial Advisory and Intermediary Services Act.

This report is disseminated in Switzerland by Investec Bank (Switzerland) AG.

To our readers in Australia this does not constitute and is not intended to constitute financial product advice for the
purposes of the Corporations Act.

To our readers in the United Kingdom: This report has been issued and approved by Investec Bank (UK) Limited, a
firm regulated by the Financial Conduct Authority and is not for distribution in the United Kingdom to private customers
as defined by the rules of the Financial Conduct Authority.

To our readers in the Republic of Ireland, this report is issued in the Republic of Ireland by Investec Bank (UK) Limited
(Irish Branch), a firm regulated by the Central Bank of Ireland

This report is not intended for use or distribution in the United States or for use by any citizen or resident of the United
States.
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