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CHAPTER1 |

After a bleak 2020, compounded by the
weak South African economy as a result of
domestic and global Covid-19 fueled lockdowns
and market shutdowns, the South African vehicle
market saw a decline of almost 100% during the
hard lockdown in April 2020, leading to an overall
decline in the automotive industry key
performance indicators. The decreases were
recorded at -29,5% for production volumes (441
823), -29,1% for the overall domestic sales (380 At the back of a promising global Covid-19
206), -29,9% for the export market (271288), and vaccination rollout start, projected global

-29,3% for imports (209 671) in December 2020, economic recovery, and a boost in global export
all compared to the previous year's vehicle activities, the first half of 2021 recorded the global
markets. sales volumes increase of 29,4% at 44 401 850 and

the global production increase of 29,2% at 40 338
A strong rebound in global economic activities 546. naamsa forecasts that the SA domestic
and SA’'s consecutive two-quarters economic aggregate market will increase by more than 15,2%
growth in 2021 saw the vehicle market key year-on-year for 2021, with full recovery to
performance indicators increase by 30,3% for pre-Covid-19 vehicle market records expected by
the new vehicle sales; 19,6% for exports; 21,7% for 2023 for domestic and global vehicle statistics. In
vehicle production; and imports increased by the first semester of 2021, the African continent's
34,4%, compared to the corresponding period vehicle sales increased by more than 50%,
last year [YTD September 2020|. Notable was recorded at 555 988 units, compared to the same
the rapid increase in the electric, plug-in hybrid, period in 2020, which was recorded at 369 571
and traditional hybrid vehicles, which recorded vehicle sales units.

increases for September YTD 2020 and 2021 at
13,4% (250) and 28,8%(322), respectively. The Just as the global market is beginning to adapt to

increase in EVs, Hybrid and traditional vehicles is the fourth industrial revolution requirements and
expected considering that SA’s export market progress to NEVs, the global automotive market
accounts for 60% of the overall domestic market. has been hit by the scarcity of semiconductor
The DTIC's New Energy Vehicle Green paper chips. The automotive industry utilises about 10%
published in May 2021 will establish a policy of semiconductors. It is projected that the
foundation that will enable the country to semiconductor shortages will result in an
coordinate a long-term strategy for the New estimated loss of between 6,3 and 7,1 million
Energy Vehicles. vehicle in production for 2021. As a small open

economy, South Africa is likely to be affected by

the shortage with time lags if the problem persists
From an African perspective, despite the harsh over time.
impact of Covid-19 in 2020 contributing to the
35% sharp decline of Africa’ production volumes,
South Africa's automotive industry accounted
for 621% of the African continent aggregate
production volumes and 414% of Africa's
aggregate sales volumes in 2020. This signifies
that SA plays a developmental role in the
country and contributes immensely to the
industrial capacity of the rest of the African
continent. According to the OICA global
statistics, the aggregate global vehicle
production declined by 15,8% in 2020 at 77 621 581
compared to the 92 175 805 global vehicle
production recorded in 2019. The overall
aggregate global sales declined by 13,8% at 77
971 234 units, compared to the 90 423 687
aggregate sales units recorded in 2019.




AUTOMOTIVE INDUSTRY CONTRIBUTION TO THE SA ECONOMY
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The Aggregate market forecasts are a summary depiction of the naamsa Quarterly review publication. The forecasts for the aggregate vehicle market (2021~
2022) and the new energy vehicle (2021-2023) are based on the 4,2% GDP estimates announced by the South African Reserve Bank (SARB) at the beginning of
2021. By the second quarter of 2021, industry new vehicle sales recorded a robust rebound of 148,6% compared to the severely COVID-19 affected corresponding
quarter of 2020. However, compared to the first quarter of 2019, the new vehicle sales show a decline of 2,9%, signalling the slowdown in the pace of recovery. As
a result, the naamsa forecast suggests that the aggregate market, aggregate exports and aggregate production are expected to increase by 15,2%, 16,4%, 17,1%
in 2021, respectively, compared to 2020. By 2022, the aggregate automotive market is expected to grow by 21,8% compared to the 2020 Covid19 period. naamsa
predicts that full recovery to pre-covidl9 vehicle stats is likely to be protracted until around 2023.

SA Electric zVehicles sales comprised only 92 units, or 0,02% of the total 380,206 vehicles sold in the domestic market in 2020, down from 154 units in 2019. The
Electric Vehicle market is expected to account for only 0,04% or 173 units of the overall 463 000 aggregate vehicle market in 2021 and 0,07% or 305 units of the
overall aggregate vehicle market in 2022. The YTD September 2021 total NEV market is 322, with electric vehicles recorded at 107 units, plug-in hybrid at 41 units,
and traditional hybrid at 174 units.

Aggregate Market Forecast & Electric Vehicles
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- Avdilable data on global vehicle production and sales for the first half of 2021 reflects a sound recovery from the corresponding period in 2020. However, the
figures remain subdued below the pre-Covid-19 corresponding quarter 2019. For Jan-June 2021, The global sales stood at 44 401 850, which is an increase of
o 29,4%, compared to the 34 321 700 global sales recorded for 2020. Asia/Oceania and the middle east increased by 26,6%, recording the highest first-half sales
-

vehicle volume at 21 372 188. The second-highest increase was seen in Africa, averaging 50,4%, and the third-highest recorded vehicle sales volumes were
recorded for Central and South America.
The 2021 first-half aggregate global production market at 40 338 546 units increased by 29,1%, compared to the 31 223 533 units recorded in 2020. However, the
registered 2021 first-half production units' numbers are still 12,4% lower than the 46 074 647 recorded in 2019, the pre-Covid-19 period. In 2021Q1-Q2, Emerging
countries vehicle production units increased by 33% and Developed countries by 25%, compared to 2020Q1-Q2.

GLOBAL OVERVIEW

SAEaE

mmmdr&x-lmr - Ehisbil Preiction LCV G103 570 3001 7
=
s
s
| -
| | | - 3
|
I| 1 | -
| |
I | i
| E =
|
| 1 A I - e
A [ i |\ Tz Ry pe T oo
A [ | - o e L T
i I 1 I 1 I e ST A iy e T i 1 ey T N
| ’ J- 1 1 R - — A, L ] 8 o8 s
\ 1 P A \ LN/ — raE gt i Trraw "
LV | ""'-.L P! .'. | [ | Y | .
v Vi | | \ Giobs Poduction HEV 0 1-0H 2018-2021
Lo {
oyl | i h - G
-.L I-..ih'bl-hh-. Al l-'in.l' L] .

fwxggxfzfx/fw,;fw/«:;-foﬂ;f;ff}; o /\

G S F 4 \
= ¥, \
T T e ORI — A AL Soikoen
Fhw Gl vnficie procucfion grwih s ey dhven by Chine, ‘whorn B OOV 10 pargiome rmpact orded sarier 2 o ey
Wi i O e ey aturie By ihe an of JETOD Cres el i s eeeies o 9% & 7 558 @64
e wsficie prockcion unvis retonied corganed i 178 47 ni rghteros) lor S seme penod i 3700 g, and ¥000 D0
A%, b a8 T T pesssrger veholy peoUcton are recerdesd b e yeer FIGT! Tood gobal producian ke
B AP PO Dy P N P e e of D, cnpae e NENG s Dl T visrlon e S ™
LR AT, Araa, CuiFAREA
il Y ol s oy prodiaSion e -1 Told gibtel kg il pr , ¥ SR, e s Sprigrk
rcrwsped Gy A% i Fup il Pl o 2021, compned o el s e porcel, The verslon bubwmn 20210900 e T e— T, e e
DN o gl LV it s 8% Fon SO0 Srv e O, Wl (Rl Py (PRI P kel

RN S a0 454 2 W 107D A
s wh ibcress o T




| eeweessecmness | (3bga)

Absa Vehicle and Asset Finance consumer insights

The insights displayed in the bulletin below are in an aggregated form and reflect vehicle finance
over an 18-month period commencing shortly after the hard lockdown ended in May 2020. This
period is characterized by a strong recovery from a low base as has been reported in Chapter 1.
One of the key take-outs of this report is the growth that has come from women vehicle finance
customers, across all age groups.

Fig. 1: % of women financing vehicles, Provincial view

The views created for this chapter show the
gender, age groups and residential province
of vehicle finance customers in South Africa. 43%

When it comes to vehicles being financed (fig |41% s=———=
1), in provinces such as Free State, 399

Mpumalanga and Northern Cape, women

remain under-represented as a percentage 7%
of total vehicles financed. There has been a 35% —-—-—'—_‘
marginal increase of 2-3% in KwazZulu-Natal, 33,

Eastern Cape, Free State, Mpumalanga and 319%
the North West Province over the past 18
months. 29%
The highest women contribution came from 27%
the Eastern Cape at 43% and the lowest from 59,
the Northern Cape at 30%. The Northern Cape
was also the only province to show a decline
in the contribution from vehicle finance to
women.

45%

N —NW ——NC —WC

Fig. 2: % growth in vehicle financed by females since
May 2020

National The average growth in vehicle finance to
Women car buyers - by age group women was 13.8% over the past 18 months
since the hard lockdown ended. This
compares to an average of 11.4% in male
vehicle finance growth over that same

8
period.The highest growth by age group in
16,1% women vehicle owners came from the 55+
at 20% (Fig 2) and the lowest growth came
16,3% from the 21 to 35 year-olds at 8.6%.
There was a decline in the number of
20,0% vehicles financed by women in the 21 to 35
year-old category over the past six months
whilst all other age categories continued to
I grow over the same period.
m “I
=55

1-35 yrs 36-45yrs 46-55yrs /J
i
mMay20 mOct-20 mMay2l gOd-21 < 'LI l
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Fig. 3 shows the detail growth of the vehicle
finance recovery since hard lockdown, by
gender, province and age groups.

The provinces with the strongest growth in
the 21 to 35 year-old age segment came
from the Limpopo, Eastern Cape and
North-West and Northern Cape Provinces.
The weakest growth in financing to both
genders in the 21 - 35 year-old segment
came from two of the highest populated
provinces, the Western Cape and Gauteng.

The biggest discrepancy between men and
women lies within the 55+ year segment
where the growth in women vehicle finance
was consistently higher than that of men. In
KwazZulu-Natal the growth was more than
four times higher for women than for men.

We know that over the past 12 months there
has been increased pressure on new
vehicle inflation, brought on by supply
chain disruptions and a weaker rand-dollar
exchange rate. This situation has been
further exacerbated by a shortage in used
vehicle stock that has also inflated prices of
used vehicles. This is likely part of the
reason why the recovery and growth in
vehicle financing has come from higher
age groups who generally have better
affordability and less debt than younger
age groups.

We can only assume that the increasing
contribution from women buyers is a
continued trend of households acquiring an
additional vehicle even though work from
home has become a reality for many and
that mobility needs extend far beyond the
requirements to travel for work purposes.

Additionally, improved career progression
prospects in the workplace, offering
women more lucrative and influential job
opportunities, is a possible further
underlying factor.

% change in vehicle finance customers by gender and age,
between May 2020 and Oct 2021 (18 months)
21-35yrs 36-45yrs 46-55yrs >55yrs Total

National

Women 8,6% 16,1%, 16,3% 20,0% 13,8%

Men 7,8% 15,4% 12,2% 9,8% 11,4%
KZN

Women 10,5%, 20,1%, 19,8% 21,4% 16,7%,

Men 7,1% 16,8% 13,6% 4,5% 11,1%
GP

Women 4,8% 14,4% 15,7% 17,6% 11,0%,

Men 4,4% 13,0%, 11,3% 10,4% 9,3%
Limpopo

Women 11,8%, 17,4% 13,1% 26,1% 15,5%,

Men 16,0% 21,3%, 9,9% 16,0% 16,1%
EC

Women 13,1%, 17,7% 19,6% 20,5% 17,0%,

Men 11,1%, 18,2%, 10,4% 9,0% 12,6%,
FS

Women 9,9% 17,6%, 20,7% 24,7% 16,0%

Men 8,2% 16,7% 16,6% 10,7% 12,9%
MP

Women 9,9% 17,6% 20,7% 24,7% 16,0%,

Men 8,2% 16,7% 16,6% 10,7% 12,9%
NW

Women 17,3%, 19,5%, 17,3% 23,8% 18,7%

Men 9,5% 20,1%, 17,1% 14,3% 15,3%
NC

Women 11,5%, 12,5% 6,4% 9,0% 10,4%,

Men 11,6%| 18,9% 14,5% 8,5% 14,0%
WC

Women 6,3% 11,1%, 14,1% 15,9% 10,6%,

Men 8,7% 13,1%, 11,2% 9,6% 10,7%




CHAPTER 3| —

The COVID-19 pandemic has presented a global
health challenge unlike anything in the recent past.
From an economic perspective, the pandemic
morphed into a complex combination of supply and
demand shocks on the world economy as
containment measures and fear of contagion put
the brakes on big parts of economic activity. But
almost two years into the pandemic, the world
economy has recovered faster than initially feared.
This recovery has been supported by the
combination of large-scale monetary and fiscal
policy easing and more recently the discovery of
vaccines, which has reignited confidence in some
economies.

N\
(absa)
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The International Monetary Fund (IMF) World Economic
Outlook from October projects that the world economy
will expand at a rate of 5.9% in 2021 after a contraction
of 3.1% in 2020. Growth of 4.9% is expected in 2022.
However, some divergence in growth is expected with
countries that have achieved higher rates of
vaccination seeing more broad-based recoveries
while countries with relatively low rates of vaccination
likely to lag. Sub-Saharan Africa remains one of the
regions with the lowest rates of vaccination.

Figure 1: Growth recovery is expected to diverge
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In South Africa, the effects of the pandemic have also
been severe. The South African economy recorded a
GDP contraction of 6.4% in 2020, one of the worst
rates of contraction ever recorded. However, the
South Africa economy has also recovered faster than
expected, supported by recovering exports, strong
export commodity prices and supportive domestic
monetary and fiscal policies. That said, the overall
level of economic activity has not returned to
pre-pandemic levels. But another important feature
of South Africa’s recovery has been its divergence
across the different sectors. The production side of
the economy, particularly mining and
manufacturing, with stronger links to the global
economy and the commodity cycle have recovered
strongly. However, services sectors with relatively
high levels of contact or personal interaction have
lagged significantly. This includes sectors linked to
tourism such as accommodation services and
passenger transport services. More widespread rates
of vaccination will be required to rebuild confidence
amongst local and international consumers to
support a stronger economic recovery in these
sectors. Moreover, faster rates of vaccination will be
needed to lower the risk of additional waves of
COVID-19, which could derail the recovery.
Construction sector activity has also taken a severe
blow and recovery has been slow, highlighting
ongoing uncertainty about the outlook.

Figure 2: A sirong bul varied recovery in South Arica

Agriculture 0.1 1] A0 62 1TH
Mining and quarrying 450 08 43 1.8 0.z
Primary sector 50 18 2.4 34 6.0
Manufacturing 353 53 0.5 0.8 3.2
Uliilities 126 04 43  oF -1.0
Construction 16.0 19 0.5 =14 <2000
Secondary sector 283 40 04 07 58
Trade & accommodation 251 15 26 22 =R
Transpor [ Telecoms 173 29 1.1 6.9 1.7
Finance, real estate 6.6 249 13 04 1.7
Govt services 0.2 02 03 08 02
Personal services 41 1.7 0.8 25 28
Tertiary sector 9.1 2.0 1.0 1.5 0.4
GDP 139 25 1.0 1.2 1.3
Sourca: StatsSA




The pandemic has also brought significant
damage to South Africa’s labour market, which
was already characterised by high rates of
joblessness prior to the pandemic crisis. Notably,
after some modest recovery in the second half of
2020, the recovery appears to have stalled into
2021 with job losses recorded in the first three
quarters of the year. In the third quarter of 2021
alone, a further 660 thousand jobs were lost. In
short, the relatively robust recovery seen in GDP
has not been matched by jobs with total
employment remaining 2.1 million lower compared
with the pre-pandemic level. This has resulted in
the unemployment rate rising to a record high of
34.9% on the official definition. On the broader
definition of unemployment, which includes
discouraged work-seekers, the unemployment
rate was nearly 47% in the third quarter of 2021.

Figure 3: Unemployment rate at a record high
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The detailed employment data also show that that
most of the job losses that South Africa has
experienced since the onset of the pandemic have
been concentrated amongst low-skilled workers.
In  contract, high-skilled workers who have
relatively lower exposure to the sectors that have
suffered the most during the pandemic have seen
minimal job losses. While temporary measures of
income support from the government such as
grants and TERS have helped to ease the income
strain in the short-term, it is important to highlight
that sustained improvement in household
consumption expenditure, which is over 60% of GDP
when viewed from the expenditure side, will require
faster recovery in jobs over the coming quarters
and years. This in turn will require stronger rates of
investment, especially in the private sector where
business confidence has been especially subdued.

Lifting business confidence and investment will
require the alleviation of long standing
infrastructure constraints, including in energy

supply.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 201% 2020 2021

With respect to the manufacturing sector, the Absa
PMI data remain an important barometer for
understanding short-term trends. The most recent
Absa PMI data manufacturing activity improved in
November as adverse supply shocks eased. The
seasonally adjusted Absa PMI increased to 57.2 in
November from 53.6 in October. This likely reflects
the fact that the three-week strike in the steel and
engineering sector ended in late October,
providing a foundation for some recovery in
November. The business activity sub-index of the
PMI rose to 53.6 in November from 46.1 in October.
Given the continued bouts of loadshedding in
November, the strength of the rebound in business
activity suggests that some businesses may be
becoming more resilient against power cuts. In
addition to this, the Absa PMI data conitnue to
show two other broad important themes. Firstly,
the data show that supply chain bottlenecks
remain persistent as the pandemic continues
around the world. Secondly, input cost pressure
also appears to be rising as prices of raw materials
and fuel rise. The emergence of the omicron
variant of COVID-19 has added uncertainty to the
near-term outlook. “/l




Figure 4: PMI data show the damage of power cuts

Wet.
Manufacturing PMI*
Business activity® 0.20
Mew sales orders® 0.20
Employment® 0.20
Suppliers' performance® 0.20
Inventories™ 0.20

Purchasing commitments -
Expected business conditions

Backlog of sales orders -
Prices

*seasonally adjsuted; Source: Bureau for Economic Research

The outlook for interest rates is also key going into
2022. At the onset of the pandemic, the South
African Reserve Bank (SARB) reduced the repo rate
sharply in order to provide income relief for
households and support the recovery. The low
interest rates have been a key support factor for
the recovery. However as economic activity
recovers, the SARB appears to be shifting to
withdraw some of this monetary policy support.
The SARB MPC has already increased the repo rate
by 25 basis points at its November MPC to 3.75%. A
key determinant for how fast interest rates will rise
going forward is the rate of inflation.

Aug 21 Sep 21 Oct21 Nov 21
56.2 54.7 53.6 57.2
54.0 49.9 46.1 53.6
55.0 53.0 48.0 54.0
48.5 47.2 47.0 50.6
70.1 T3.6 T8 T0.4
53.2 50.0 54.4 57.2
549 53.5 59.0 65.0
54.7 62.3 621 56.8
41.8 421 53.2 515
B4.2 85.5 84.4 86.7

The recent increase in international oil prices,
which has pushed local fuel prices to record highs
will add some upward pressure to CPI inflation in
the short-term. However, given contained wage
growth and muted demand pull pressure, overall
inflation is likely to remain within the target range
of the central bank. Agianst this backdrop,
consensus amongst economists is for interest
rates to rise gradually. The latest survey from
Thomson Reuters shows that economists are
expecting a total of 75bp worth of interest rates
hikes over the cousre of 2022.



CLOSING REMARKS —_—

As society set about to redefine the new business
‘normal’ amid challenging conditions wrought by the
Covid-19 pandemic, our interconnectedness as
businesses and industries has been an inescapable
feature.

In these uncertain times, collaboration in many forms
has strengthened and new relationships formed have
unlocked possibilities across the fault lines of
competition. This interdependency across the industry
has highlighted the need for data sharing along the
spectrum of collaboration.

The insights necessary to understand and build this
industry up to compete optimally globally in an
ever-evolving terrain pivots on the availability of good
data and that is where the strength of collaboration is
manifest. It is against this backdrop that Absa Vehicle
and Asset Finance is actively pursuing and supporting
collaboration within the sector.

We are encouraged that naamsa as an industry leader
and partner has assumed a unifying role and has
stimulated collaboration by expansion of its
membership base into non-OEMs. A multi-dimensional
view creates a richer perspective.

If we are to improve the attractiveness of the automotive
sector, secure further investment and lift the industry
contribution to the economy then we ought to look
beyond the envelope to achieve even greater.

At Absa Vehicle and Asset Finance we are committed to
moving the nation forward through financing solutions
that make a difference to society. Absa Vehicle and
Asset Finance is committed towards providing solutions
to contribute towards fortifying a resilient motor industry.

Faisel MKHIZE
Managing Executive: Absa Relationship Banking

Dear Valuable Partners,

During the past 20-months, Covid-19 has continued to
pose unprecedented challenges for our economy, our
industry, our individual businesses, our people and the
communities we serve. Our employees across the
automotive industry value chain  have shown
tremendous resilience and dedication, making
sacrifices and contributions to alleviate the public
health emergency while supporting our industry the
best way they can, often under very difficult
circumstances. We appreciate and thank to all our
employees and partners across the entire auto value
chain, for their care to one another, to our suppliers, to
our customers and to society at large.

In addition to the automotive industry’s extraordinary
contribution to South Africa’s economy, particularly with
regard to international trade, employment, capital
expenditure, compensation of employees, government
[tax] revenue, trade/retail output, manufacturing output
and gross domestic product [GDP] / gross value added
[GVA], the industry also plays an indispensable role in
the upliftment of its employees and the communities it
serves.

The industry employs over 468,502 employees and
contributes about 4,9% to the country's GDP, accounts
for 30,1% of the country’'s manufacturing output, it is the
5th largest exporting sector out of all 104 industries and
accounts for 13,9% of the overall total exports in South
Africa As an industry and throughout the pandemic,
our first collective priority has been the health, safety
and wellbeing of our people.

We have truly displayed the culture of partnership,
consistency and trust, we moved at pace to adapt new
ways of working, we captured emerging opportunities with
our partners in Government, the union movement, with our
consumers and trade partners, delivering further
efficiencies and continuing to invest in the foundations of
our long-term success. These gains should be celebrated.

Notwithstanding the significant contribution of the industry to
the SA economy and the rest of the continent, the
unprecedented Covid-19 interruptions, the inevitable fourth
industrial revolution, and the move to new energy vehicles
have necessitated the SA automotive industry to adapt to
newer ways of working, with specific focus on digital
transformation innovative cycles in both production
measures and the customers reach initiatives. The solutions
required for the transformation of the industry requires robust
collaboration strategies across the value chain.

Data is the new currency and the fact that the strength of
industry policy and business decision-making strategy lies at
the back of data analytics, naamsa in collaboration with the
Absa Vehicle Finance and Asset has launched this
trail-brazing Bulletin, which aims to deliver customer
categorisation interest data, automotive key performance
indicators breakdown, and economic operating environment
analytics.

We are very excited about the naamsa-Absa Vehicle and
Asset Finance Bulletin and we look forward to bringing more
data trend analysis naamsa Autolytics Bank interactive
website platform.

Mikel M. MABASA
Chief Executive Officer:

naamsa | The Automotive Business Council
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