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Box 1: Real GDP Growth for Select Advanced Countries & China
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economies and China. The
U.S. economy expanded at a
3.2% annual rate in Q1:2010
as consumer spending re-
bound, the strongest sign yet
that a sustainable recovery is
taking hold. While growth
slowed from Q4:2009 rapid
growth of 5.6% (revised from
5.7%) pace and was weaker
than the general market con-

sensus. Consumer spending,
which normally accounts for
about 70% of U.S. economic
activity, added nearly 2.6% to
U.S. GDP last quarter, the
biggest contribution since the
fourth quarter of 2006.

The German economy,
the largest in the Euro Zone,
unexpectedly grew in

Q1:2010 compared with the
Q4:2009. According to the
German Federal Statistics
Office, Destatis, GDP, ad-
justed for seasonal effects,
rose 0.2% from the Q4:2009.
In France GDP grew by 0.1%
following a 0.5% growth dur-
ing Q4:2009. In the UK, GDP
increased 0.2% in Q1:2010,

Continued on Page 2

MAY THE GAMES BEGIN!!

t is only a matter of
gdays to go before offi-

cial opening of the
world’s greatest sporting
showcase. South Africa was
widely under-rated by critics
on its ability to host a suc-
cessful soccer world cup. In
KZN, the various infrastruc-
ture erected for this global
spectacle is ready. The beau-

tification of the Durban
beach-front is among the
latest completions.

In addition, to the FIFA
Fan parks, DEDT will be set-
ting up a number of public
viewing areas (PVAs) which
will screen some games in
selected areas in the prov-
ince. The transport and built-
infrastructure will position the

province for future high profile
events such as the Olympics.
Even in the aftermath, KZN
will leverage the 2010 World
Cup to accelerate economic
growth and lower unemploy-
ment through the more job
creation and sustaining those
already created. Tourism is
among the sectors that will
benefit the most.
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Box 2: GDP Growth for Selected Emerging Economies
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Growth for selected emerg-
ing economies is shown in Box
2. GDP growth in Africa declined
from 4.9% in 2008 to 1.6% in
2009 and is expected to rise to
4.3% in 2010. The volume of
export growth is expected to
recover from -4.9 % in 2009 to
4.2% in 2010; the current ac-
count and fiscal balance and
savings and investment rates
all declined. Unemployment
rates remained in double digits
in 2009 as in previous years,
and are expected to remain
high in 2010.
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restructuring important

for sustained growth

5.7% higher than the same
period in 2009 when economic
growth slowed to 6.2%, the
lowest in a decade. India’s GDP
grew by 7.2% during Q1:2010
against a background of rising
exports and buoyant domestic
demand.

Economic growth in India is
expected to average 8.8% and
8.4% in 2010 and 2011 respec-
tively. In Brazil, GDP expanded
at an annual rate of 2.0% in the
last quarter. IMF expects eco-
nomic growth to average 5.5%
in 2010 and 4.1% in 2011 as
inflation stays within the central
bank’s target of 4.5%. Russia’s
GDP grew by 2.9% in Q1:2010
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Source: Calculations from the IMF Database
NB: Projections are from 2008 for SA and Chile and 2009 for Argentina
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tels & restaurant (+3.8%); elec-
tricity & water (+3.7%); general
government services (+2.7%);
and community, social & other
personal services (+2%). On
the other hand, the mining and

mental initiatives. The move
away from traditional crops
such as sugarcane by small
holder farmers remains a
challenge as well as the re-
zoning of agricultural land.

grew much faster as com-
pared to the bigger economies
such as Gauteng and
KwaZulu-Natal (see Box 4).

Economic Page 3
he KwaZulu-Natal econ- quarrying sector retreated by All  regional economies
omy grew by 4% in -8.9%. managed to drift to positive
Q1:2010 following an- The agricultural sector growth in Q1:2010 with Lim-
other positive growth of 3.7% in managed to register positive  POPO achieving peak growth of
Q4:2009 (see Box 5). The growth of 2.5% in Q1:2010 7.6%; Mpumalanga (6.5%)
growth of 4% was below the and North West (6%). On the KZN b
economy grew
Box 4: Annualized Regional Growth Rates per Quarter 7y & 2
4%
2009 2010
Province Q1 Q2 Q3 Q4 Q1
Western Cape -5.6 -3.7 1.5 3.8 3.8
Eastern Cape -5.2 -3 1.9 3.9 3.5
Northern Cape -8.5 1.7 0.4 4.5 4.7
Free State -7.6 -2.4 0 2.3 4.9
KwaZulu-Natal -7.3 -3.9 1.6 3.7 4.0
North West -10.8 -0.1 -1.7 15 6
Gauteng -6.5 -2.8 22 4.3 4.3
Mpumalanga -12.7 -2.9 -1.8 0.6 6.5
Limpopo -10.6 -2.6 -4.4 -2.3 7.6
South Africa -7.4 -2.8 0.9 3.2 4.6
Source: StatsSA
national growth of 4.6%. The after being negative for the other hand Eastern Cape had
sectors that contributed to whole of 2009. Innovative the lowest growth (3.5%) fol-
growth in Q1:2010 were manu- lowed by Western Cape The mgﬂ;{fgffﬂﬁﬂg
Box 5: KZN Quarterly GDP sector remains the largest
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facturing which registered stimulate this sector will au- (3-8%). It seems that the
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SA growth rises to
4.6%

Manufacturing expands
to 8.4% in SA

Total income for the

Accommodation Industry
Jell by 0.3%

EcoNOMIC TRENDS IN SA

Box 6 : GDP Revisions, 2009 -% Change Seasonally Adjusted

2009 2010
Industry
Q1 Q2 Q3 Q4 Q1
Agriculture, forestry & fishing -5.6 -15.8 -11.8 -7.6 3.0
Mining & Quarrying -30.7 15.8 -5.8 4.6 15.4
Manufacturing -25.5 -11.1 7.6 10.1 8.4
Electricity, Gas and Water -8.1 1.9 4.2 0.9 4.9
Construction 10.7 8.7 6.1 3.6 2.1
Xi:lesale & retail trade, hotels, & restau- 24 5.9 11 0.7 33
Transport, storage & Communication -2.1 -1.0 1.2 1.9 2.4
Finance, real estate & business services 2.3 -3.8 -1.5 1.1 2.5
General government services 2.1 3.1 4.9 7.0 2.8
Personal Services 2.7 33 3.5 3.1 2.0
Total Value Added -7.6 2.4 1.4 3.5 4.4
Taxes less Subsidies on products -6.4 -6.9 -3.4 0.7 6.5
GDP at market prices -7.4 -2.8 0.9 3.2 4.6

Source: Stats SA

eal GDP at market
J prices for Q1:2010
increased to 4.6%

(quarter-on-quarter) from
3.2% in Q4:2009 (see Box
6). This is further substantia-
tion that the economic recov-
ery in South Africa is gaining
momentum.

The largest contributions
to the quarter-on-quarter
growth of 4.6% were manu-
facturing sector which ex-
panded to 8.4% (contributing
1.3% of the 4.6% growth);

mining and quarrying industry
(15.4% growth and contributing
0.8%); finance, real estate and
business services (2.5% growth
and contributing 0.5%) and
wholesale, retail, motor trade
and accommodation grew by
3.3% (contributing to 0.4%) and
general  government  sector
(2.8% and contributing 0.4%).

All sectors in the economy
registered positive growth in
Q1:2010 thereby reaffirming the
potency of the economic recov-
ery and 5.8% respectively.

The impressive growth in
mining and quarrying sector
was mainly due to increases
reflected by coal mining and
favourable commodity prices
in the international market.
Growth in the manufacturing
sector was largely driven by
strong growth in the basic iron
and steel, non-ferrous metal
products, metal products and
machinery the petroleum, and
chemical products sub-
sectors.

TOURISM ACCOMODATION DEVELOPMENTS

otal income for the
accommodation in-
dustry for Q1:2010

decreased by 0.3% compared
to Q1:2009. Total income for
the accommodation industry
in March 2010 amounted to
R41.77 billion. This represents
an increase of 1.6% com-
pared with March 2009. In-
come from accommodation
for Q1:2010 decreased by
0.9% compared with
Q1:2009. This was mainly
due to a decrease of 5.0% in
the number of stay unit nights
sold during the same period.

Income from accommodation
in March 2010 increased by
2.1% compared with March
2009. The number of stay
units available for Q1:2010
increased by 2.4% compared
with Q1:2009.

The main contributor to
the income within the accom-
modation industry is hotels,
accounting for 68.1% fol-
lowed by other accommoda-
tion (includes lodges, bed and
breakfast establishments,
self-catering establishments)
accounting for 23.5%. Cara-

van Parks and guest houses
account for 0.8% and 7.7%
respectively.

Hotel income declined by
4.6% between Q1:2009 and
Q1:2010 due to the severe
economic conditions. Follow-
ing the same trend was guest
houses and guest farms
which declined by 9.5% dur-
ing the period under review.
Positive income gains were
achieved in caravan parks
and camping sites (8.4%) and
other accommodation
(12.4%).
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Unemployment remained
flat in SA

KZN'’s unemployment
increased by 0.1
percentage points

Liguidations fell by
7.9%

ILABOUR MARKET TRENDS

Box 7 : Labour Market Indicators in KwaZulu-Natal and Comparative Regions

Working Age Population
(000s) (15-64 years)
Labour Force (000s)
Employed (000s)
Unemployed (000s)

Not Economically Active

(000s)
Discouraged Work Seekers

Other
Unemployment Rate (%)
Absorption Rate (%)

Labour force participation (%)

South Africa Gauteng KwaZulu- Western Cape
Natal

Q4:09 Q1:10 Q4:09 Q1:10 Q4:09 Q1:10 Q4:09 Q1:10
31,261 31,350 7,184 = 7,201 6,405 6,426 3,516 @ 3,527
17,138 17,113 5,046 5,081 2,983 2998 2413 @ 2,404
12,974 12,803 3,749 = 3,703 2,409 2,418 1,894 1,915
4,165 4,310 1,297 @ 1,378 574 = 580 518 489
14,123 14,237 2,138 2,120 3,422 3,428 1,103 @ 1,122
1,686 (1,686 231 236 452 | 484 42 51

12,437 12,437 1,907 1,885 2,970 2,944 1,061 @ 1,072
243 243 257 @ 27.1 19.2 193 169 20.3
415 415 522 51.4 37.6  37.6 556 543
548 548 702 | 70.6 46.6 | 46.7 66.9 68.2

Source: Stats SA

tats SA reports
that 171,000
were lost in

Q1:2010 compared to the
89,000 jobs that were added
in the formal and informal
non-agricultural sectors of
the economy in Q4:2009.
The overall unemployment
rate rose to 25.2% in
Q1:2010 compared to 24.3
in Q4:2009.

Box 7 summarises the
various labour market indica-
tors of SA, KZN vis-a-vis com-
parable provinces. Whilst
Gauteng recorded a de-
crease in unemployment, the
KZN and Western Cape re-
corded a surge in unemploy-
ment. KZN saw a 0.1 per-
centage points increase
whilst Western Cape posted
the largest jump of 3.4 per-
centage points.

CAPITAL AND
OPERATING
EXPENDITURE

he KZN govern-
ment remains
committed to

achieving sustained eco-
nomic growth and poverty
reduction. In line with this
focus, provincial public

spending in infrastructure has
increased considerably over the
past decade. Between 2000 and
2009 the provincial government
has invested a total of R59.0
billion into infrastructure, ac-
counting for 13.8% of the total
provincial expenditure and grow-
ing on average by 22.9% over
the same period.

During this period there was
a significant improvement in the
quality of lives of the KZN com-

munity though a number of
challenges are still ubiquitous.
Of grave concern is the slow
pace of service delivery. Spo-
radic service delivery protests
around the country are symp-
toms of this slow pace. The
levels of service delivery are
closely related to capital and
operating expenditure. Box 8
summarizes the capital and
operating expenditure by dis-
trict.

Box 8 : Capital & Operating Expenditure (% of GDPR)

|

Sisonke

llembe

Uthungulu

Umkhanyakude

Zululand

i

Amajuba

| %Operating Spent
0 %Capital Spent

Umzinyathi

Uthukela

Umgungundlovu

S S N W S S—

|

[
«Q
c

T
20.0%

T T T
40.0% 60.0% 80.0% 100.0% 120.0%

2K
=

0

Source: Municipal Finance 4th Quarter Review



Page 6

1st Quarter 2010

S A Inflation within the
3-6% band

KZN inflation slowed
down to 3.9% in March
2010

INFLATION TRENDS IN SA

Box 9 : Geographical Headline Inflation

_ 2010
Geographical Area January February March

'Western Cape 6.8 6.2 5.7
Eastern Cape 5.4 4.8 4.3
Northern Cape 5.6 4.9 4.4
Free State 5.8 5.4 4.7
KwaZulu-Natal 4.8 4.4 3.9
North West 5.6 5.2 3.9
Gauteng 6.4 5.8 5.2
Mpumalanga 6 5 4.5
Limpopo 4.4 4.2 4
South Africa 6.2 5.7 5.1

Source: Stats SA

he first quarter of
2010 was char-
acterized by no-

ticeable deceleration in the
inflation rate to within the
target range (3%-6%), its
lowest level since March
2007 when it breached the
target level and rising close
to 13.7% in August 2008.

Inflation fell for the third
month in a row as consumer
demand remain subdued.
After declining to 6.2% in
January 2010, inflation de-
clined eased further to 5.1%
year-on-year (y/y) in March
from 5.7% y/y in February,
registering below market
consensus of 5.2% y/y. Con-
sumer prices rose by 0.8%
m/m, with alcoholic bever-
ages and tobacco, and edu-
cation the largest contribu-
tors, having risen by 5.7%
m/m and 9.2% m/m, respec-
tively.

These components ac-
counted for 0.5% of the m/m
increase in the CPI, while
prices of housing and utili-
ties, transport and miscella-
neous goods and services
each contributed 0.1%. On
the other hand, disinflation
in food and vehicle prices
continues to bolster the de-
cline in the inflation rate.
Consumer goods inflation
eased further to 4% y/y com-
pared to elevated adminis-

tered price inflation of 12.3% y/
y.

Geographical consumer
price inflation in the majority of
provinces continued to decline
throughout the third quarter in
line with developments at na-
tional level. KZN recorded an
inflation rate of 3.9% and re-
mains one of the provinces with
the lowest inflation well below
the national average. During the
period under review, prices in

Western Cape and Gauteng
rose faster as compared to
other regions and the inflation
rates were above the national
average of 5.1%. In most
cases food and transport re-
main the major drivers of in-
flation.

Box 10: South Africa CPl and PPI
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