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INTRODUCTION

Introduction

This is the third edition of the EPIC quarterly publication, which presents and analyses economic (and related) trends on a
quarterly basis. This edition focuses on the fourth quarter of 2013, covering the period 1 October 2013 to 31 December 2013.

Rationale for a quarterly economic publication

Accurate and up-to-date economic information is critical in providing direction for economic development strategies. In order
to know what must be done, it is essential to understand the nature, composition and performance of the local economy.
While there is a wealth of economic statistics and information available for Cape Town, it often exists in discrete, isolated
parcels customised to serving a specific purpose at a given time. Furthermore, in most cases, relevant economic information
is only presented on an annual basis. This time period is sometimes simply too long a period to inform immediate policy
decisions or to get a proper grasp of the dynamic nature of economic trends. These factors underpin the need for a
consolidated, quarterly economic performance publication for the City of Cape Town.

Aim of publication, and key principles

The principal aim is for the publication to become a credible source of relevant and up-to-date economic information for the
City, as well as to provide councillors and officials with critical inputs for their decision-making processes.

More specifically, the publication:

e aims to synthesise various sources of economic data currently available within the City into a single printed publication;
o will present the latest statistics and data as well as analysis of key economic trends; and
* by tracking data over time and at regular intervals, will act as a measure of the economy's performance.

In order for the publication to effectively serve the purpose of promoting a greater understanding of the latest trends in Cape
Town's economy by a multiplicity of stakeholders within the city, three key principles were followed. They can be summed up
by the acronym ‘AIR":

1. Accessible: Making the publication accessible and understandable to a wide range of stakeholders from various disciplines
and backgrounds

2. Insightful: Presenting economic intelligence and analysis rather than bland, raw economic information

3. Relevant: Focusing on localised (Cape Town-specific, wherever possible) economic performance trends measured by the
latest quarter
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An epic new era

elcome to the third edition of the City of Cape Town's Quarterly State of the

Economy report and the first edition to be published under its new name -

EPIC: Economic Performance Indicators for Cape Town - and to be professionally
laid out and printed.

The word “epic” brings with it connotations of something that is impressive and that
takes place on a grand scale - afitting description of Cape Town, particularly when viewed
in its regional context. Rather appropriately, 2013 was a big year for the City in terms of
its evolving response to its economic development mandate.

In June Council approved the Economic Growth Strategy (EGS), which positions the
City to make the most of the levers that it has control over to influence the growth and de-
velopment of the economy. With a suite of integrated strategies covering competitiveness,
infrastructure, inclusion, trade promotion and sector development, as well as sustainable
growth, the EGS recognises that the City needs to work in a transversal manner internally,
and in partnerships externally, in order to ensure that the benefits from economic growth
are enjoyed by all of its citizens.

The Economic, Environmental and Spatial Planning (EESP) Directorate is hard at work
implementing the EGS and putting in place the process and structures required to ensure
that the City's contribution to economic development is both sustainable and inclusive.

The EGS provides a vision that places the City of Cape Town on a progressive and
enlightened growth path. However, in order to ensure that this vision comes to fruition,
the political and administrative leadership of the City needs a basis on which to consider
the economic implications of its decisions. The main objective of EPIC is to provide this
basis to councillors, officials and the City's partners through the delivery of up-to-date,
credible economic information. EPIC draws together information and data from a wide
range of governmental, private-sector and administrative sources in one location in order
to painta vivid picture of the state of Cape Town's economy within its national and global
context.

Apart from giving insight into the quarterly performance of Cape Town's economy, EPIC
also showcases on a quarterly basis a key sector that contributes to the strength and
dynamism of Cape Town's economy. In this quarter the focus is on the work done by the
Cape Craft and Design Institute in celebrating the recognition of the creativity of Cape
Town's people and the city's designation as the World Design Capital 2014.

Sixty-odd pages of economic data and analysis is not everyone's cup of tea and is
unlikely to be read from cover to cover in one sitting, but | would nevertheless encourage
you to keep a copy of EPIC close by - on your desk or in your briefcase - and to dip into it
whenever an evidence-based perspective of the economy is needed.

Welcome again to the new world of a City that is open for business, that is filled with
opportunity and that makes progress possible. Together.

ClIr Gareth Bloor
Mayoral Committee member for Economic, Environmental and Spatial Planning
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Overview

Cape Town's economy is the second-largest municipal economy in the country, and
second-most important contributor to national employment. The industries in which
Cape Town has the most pronounced comparative advantage as compared to the
country as a whole are fishing, clothing and textiles, wood product manufacturing,
electronics, furniture, hospitality, finance and business services industries.
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OVERVIEW

Cape Town at a glance - Quarter 4, 2013
Indicator

GDP growth (%) - 4th quarter 2013
Population (000s)

Unemployment (000s) - 4th quarter 2013
Expanded unemployment rate - 4th quarter 2013
Labour force (000's) - 4th quarter 2013

Gini coefficient - 2012

Human development index (HDI) - 2012
Functional literacy - 2012

Inflation - December 2013

Data source and date

Cape Town South Africa

(Western Cape)'
GDP (R million) at 2005 constant prices - 4th quarter 2013 Quantec, March 2014 (301823) 2013304
Quantec, March 2014 -3,0% 3,8%
StatsSA, City of Cape Town 3861 52982
Working age population 15-64 years (000s) - 4th quarter 2013 StatsSA, QLFS March 2014 2711 35022
StatsSA, QLFS March 2014 441 43830
StatsSA, QLFS March 2014 23,4% 34,0%
StatsSA, QLFS March 2014 1916 20007
Absorption rate (employed/population ratio) - 4th quarter 2013 StatsSA QLFS March 2014 53,1% 43,3%
Global Insight, March 2014 0,59 0,63
Global Insight, March 2014 0,76 0,68
Global Insight, March 2014 90,9% 80,4%
SARB, March 2014 5,0% 5,4%
Cargo tonnage handled at ports (000s) - 4th quarter 2013 Transnet, February 2014 997 54,825
Number of containers handled at ports (000s) - 4th quarter 2013 Transnet, February 2014 218 1,160
Visits to Cape Town's major attractions (000s) - 4th quarter 2013 Wesgro, February 2014 7879 N/A
Passenger movements at Cape Town International (millions) - 4th quarter 2013~ ACSA 2014 2246 82812

The sectoral distribution
of gross value added
(GVA) for Cape Town's
economy differs from the
national economy in
terms of a smaller
primary sector.

Table 1: Cape Town at a glance - Quarter 4, 2013.

1.1 Cape Town's economy in context
As measured by gross geographic product (GGP), Cape Town's economy (contributing 11,3% to national gross domestic
productin 2012)is the second-largest municipal economy in the country. The City of Johannesburg has the largest economy
(contributing 16,6% to national GDP in 2012), while eThekwini (10,7%) and Tshwane (10%) closely follow behind Cape Town
(11,3%). Together, these four municipalities accounted for almost half (48,6%) of the country's economic output in 2012.
Metropolitan areas are also major employers in the national economy, although they tend to be less labour-intensive than
non-metro areas, where activities such as agriculture dominate employment. While the four largest municipalities contribute
48,6% of the country's output value, they only account for 43,8% of the country's total employed population. Cape Town is
the second-most important contributor to national employment.

Figures 1 and 2: GGP and employment contributions, 2012

Cape Town Cape Town
11,3% 9,8%
Rest of SA eThekwini Rest of SA eThekwini
38,1% 10,7% 44,3% 8,5%
Buffalo City Ekurhuleni Buffalo City Ekurhuleni
1,8% 6,7% 1,6% 6,7%
Mangaung Johannesburg Mangaung Johannesburg
1,5% 16,6% 1,5% 16,0%
Tshwarzl— Nelson Mandela Bay Tshwane Nelson Mandela Bay
10,0% 3,2% 9,5% 2,1%

GGP contributions

Employment contributions

Source: Own calculations based on Global Insight Easy Data 2014 and IHS Global Insight Rex Regional Data 2074.

1.2 The structure of Cape Town's economy

Figure 3 compares the sectoral distribution of gross value added (GVA) for Cape Town's economy to that of the national
economy. The distribution differs from the national economy predominantly in terms of the smaller relative size of the primary
sector (agriculture and mining) and the greater relative size of the tertiary sector (particularly finance and insurance). Finance
and business services constitute the city's largest economic sector by far, contributing 36,1% to Cape Town's GVA, whereas it
contributes only 23,9% nationally. At the other end of the scale, mining and quarrying contribute only 0,1% in Cape Town,
as compared to 5,5% nationally.

1. Where figures for Cape Town are not available, Western Cape figures are presented in brackets.

2. The combined total for South Africa’s three international airports.

EPIC ECONOMIC PERFORMANCE INDICATORS FOR CAPE TOWN Q4 2013




Figure 3: Cape Town's GVA versus National GVA 2012
- . 21,5%
Community services 14,9%
, 23,9%
Finance 36.1%
10,1%
Transport 11.0%
14,0%
Trade 15,8%
Construction 34% i d busi
4,0% National GVA Finance and business
Flectricity 2,(5)% s.erwces constitute thfz
1,1% . city's largest economic
Manufacturing 16131"’/20 /° Cape Town GVA sector by far, contributing
- 5,5% ’ 36,1% to Cape Town's
Mining | !
g 1 0.1% GVA, whereas it
0
Agriculture | 0 70/2"”’ contributes only 23,9%
[T | | | | | 1 | J .
0 5 10 15 20 25 30 35 4o | Mationally.
Source: Own calculations based on IHS Global Insight ReX regional data 2014.
1.3 Cape Town's comparative advantages
While the previous analysis shows the degree to which Cape Town's economy is structured differently to the national economy,
it is not specific in terms of where Cape Town's comparative advantages lie. Using a location quotient analysis, figure 4
provides an indication of Cape Town's comparative advantages as compared to South Africa as a whole. A location quotient
value of greater than 1 indicates that a sector has a comparative advantage.
The industries in which Cape Town has the most pronounced comparative advantage as compared to the country as a
whole are fishing, clothing and textiles, wood product manufacturing, electronics, furniture, hospitality, finance and business
Figure 4: Location quotients for industries in Cape Town
Agriculture and hunting 0,18
Forestry and logging 0,08
Fishing 341
Mining of coal and lignite | 0,0 FISHING
Mining of gold and uraniumore | 0,0
Mining of metal ores | 0,01
Other mining and quarrying 0,64
Food and beverages ‘ 293
Textiles and clothing 2,21 | CLOTHING
Wood and wood products N SRR SN 1,52 WOOD PRODUCTS
Fuel, petroleum, chemicals | ‘ 0/90
Other non-metallic mineral products 0,96
Metal products, machinery and household appliances | EEEGEG_:_ 0,56
Electrical machinery and apparatus | : 1,07
Electronic, sound and vision 1,15  ELECTRONIC
Transport equipment
Furniture 1,33 FURNITURE
Electricity, gas, steam and hot water supply 0,62
Collection, purification and distribution of water [N 0,48
Construction | : LT
Wholesale and commission trade 1,11
Retail trade and repairs of goods 1,14
Sale and repairs of motor vehicles, sale of fuel 1,05
Hotels and restaurants 1,25 | ACCOMMODATION
Land and water transport 08
Air transport and transport supporting activities 1,42
Post and telecommunication 1,15
Finance and insurance 1,73 | FINANCE
Real estate activities 1,19
Other business activities 1,37 BUSINESS SERVICES
Public administration and defence activities 0,76
Education 0,50
Health and social work 0,87
Other service activities | N MMM 0,59
0 0,5 1,0 1,5 2,0 2,5 30 35
Source: Own calculations based on IHS Global Insight ReX regional data 2014.
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OVERVIEW

The industries in which
Cape Town has the most
pronounced comparative
advantage as compared
to the country as a whole
are fishing, clothing and
textiles, wood product
manufacturing,
electronics, furniture,
hospitality, finance and
business services
industries.
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Figure 5: Industry performance for Cape Town

3,0 ® Agriculture and hunting
25 o ‘ ° Foo<'i, beverages
® Textiles, clothing
2,0 ® Wood and wood products
- ® Fuel, petroleum, chemicals
-TZ‘, ! . ® Electronic, sound and vision
2 10 Furniture
5 @ (Construction
-§ 0.5 . ® Hotels and restaurants
0,0 ~ ® Postand telecommunication
¢ ® Finance and insurance
-0,5 ' ® Real estate activities
11 1 . Other business activities
' Retail trade and repairs of goods
-1,5 @ Fishing, operation of fish farms
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services industries. These industries contribute relatively more to the city's economic output than they do at a national level
to South Africa's economic output. While this analysis provides some idea of specific industries in which Cape Town has a
comparative advantage, it is a static and one-dimensional analysis, which fails to take into account the dynamic nature of the
city's economy and the extent to which individual sectors contribute to employment creation. In this respect, figure 5 provides
a more nuanced, dynamic picture of the performance of some of Cape Town's sectors with a comparative advantage.

Figure 5 plots the degree of labour intensity on the vertical axis (>0 indicates that a sector is labour-intensive, while <0
indicates a capital-intensive sector). Average economic growth in the sector is plotted on the horizontal axis (>0 implies that
the sector is growing at a faster-than-average rate for Cape Town's economy over a ten-year period). The size of the bubble is
the relative size of the sector as measured by GVA.

The importance of the tertiary sector is strongly reflected in figure 5, with the four largest bubbles being finance and
insurance, business services, retail trade, and real-estate activities. A number of these tertiary sectors are also the fastest
growing industries in the city, with finance, business services, hospitality, and post and telecommunication growing above
the average rate. Unfortunately, a number of these industries are below 0 on the y-axis, indicating that they are capital as
opposed to labour-intensive. This is true of post and telecommunication as well as finance and insurance. Industries that are
growing fast and are labour-intensive and, therefore, offer good opportunities for employment creation are construction,
business services, and hotels and restaurants (a good proxy for tourism).

Comparative advantages in certain industries are derived from a number of factors that improve the competitiveness of
these industries, such as natural, infrastructural, institutional or locational advantages, among others.

Some of Cape Town's comparative-advantage factors are as follows:

e The second-busiest container port in South Africa

e The second-busiest airport in South Africa

e Good public transport linkages in the city

e Strategic positioning on the west coast of Africa

e Servicing a vast agricultural hinterland, acting as a processing, trade and retail hub for agricultural products

Established business culture and clustering of financial institutions

e Scenic beauty and natural sights that attract international visitors and make Cape Town globally recognisable

e Three major universities within the metro region (among these, the top university in Africa in the form of the University of
Cape Town) and another university (Stellenbosch) just outside the metro boundaries
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Global economic developments and outlook

As a mid-sized, middle-income city on the international stage, Cape Town is highly
interconnected with the rest of the world and strongly impacted by developments
in the global economy. In a globalised world, understanding the economic
performance of an open, international city requires a sound understanding of the
current global economic climate.
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Since the first quarter of
2013, there has been a
sustained upturn in
developed countries’
economic performance.
Nevertheless, economic
growth in the
industrialised countries
remained at relatively
low absolute levels
during 2013.

The economic growth
curves of China and India
have remained relatively
flat, with a slight upturn
in the third quarterand a
marginal decrease to
rates of 7,7% and 4,7%
respectively in the fourth
quarter of 2013.
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Figure 6: Economic growth trends in developed economies
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2.1 Recent global economic developments

2.1.1 Developed economies

The year 2013 began with most developed countries recording their lowest year-on-year economic growth rates since the
2009 recession. Since the first quarter of 2013, however, there has been a sustained upturn in developed countries' economic
performance, providing reason to believe that they were emerging from the worst impacts of the sovereign debt crisis in the
Eurozone. Nevertheless, economic growth in the industrialised countries remained at relatively low absolute levels during
2013, predominantly due to the lingering effect of the sovereign lending crisis on investors as well as the most recent United
States (US) federal government shutdown. In the fourth quarter of 2013, Germany (1,3%) and the United Kingdom (UK)
(2,7%) continued to experience higher year-on-year growth rates than in the previous quarter, while economic growth in
France slowed from 0,3% year-on-year in the third quarter to 0,0% in the current quarter. France did however experience a
quarter-on-quarter GDP growth increase.

With less exposure to the risks associated with the Eurozone crisis, the US has experienced a more consistent overall growth
performance since 2010. The US economy continued its upward trend since the beginning of 2013, posting a year-on-year
growth rate of 2,5% in the fourth quarter of 2013. This figure may well have been higher, had it not been for the federal
government shutdown, which saw non-essential services, agencies and their respective employees on a period of involuntary
leave/closure. This event reduced the US's quarterly GDP growth rate from 4,1% in the third quarter to 2,4% in the current
quarter. Japan similarly posted a year-on-year growth rate (2,7%) that masked a low quarter-on-quarter growth rate of 1%.

Figure 7: Economic growth trends in emerging economies
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2.1.2 Emerging economies

Growth trends in emerging economies present a different picture from those in developed economies, as figure 7 indicates.
BRICS countries (Brazil, Russia, India, China and South Africa) have achieved much higher growth rates, with an average rate
of 5,0% since the beginning of 2010, compared with 1,6% for industrialised countries in the same period. Anotherimportant
trend is the steady slowdown of growth in these countries since peaking in early 2010. This is especially true of China and
India, where economic growth declined from 11,9% and 9,4% respectively in the first quarter of 2010, to a low of 7,5% and
4,4% respectively in the second quarter of 2013. Since then, the economic growth curves of China and India have remained
relatively flat, with a slight upturn in the third quarter and a marginal decrease to rates of 7,7% and 4,7% respectively in the
fourth quarter of 2013.

While the peak growth rates of the post-recession period may be something of the past, the resilience of these economies
in 2013 indicates that they may have yet to reach a point of full economic maturity, and can be expected to continue to post
relatively high economic growth rates in the near future. In contrast, Russia and South Africa have experienced a gradual and
ongoing decline toward low growth rates, although the South African economy picked up slightly, recording year-on-year
growth of 2,1% in the fourth quarter. Brazil has shown the greatest variation in its economic growth performance, with very
low growth rates in 2012, stronger year-on-year growth in the second quarter of 2013, and a sharp decline to 1,9% year-on-
year growth in the fourth quarter of 2013.

2.1.3 Global economic outlook

As predicted in the International Monetary Fund's (IMF) World Economic Outlook published in October 2013, global economic
activity improved during the second half of 2013. As a result, the IMF has revised its projection for global growth upwards to
3,7%in 2014, and further to 3,9%in 2015.

Following an improvement from -0,7% growth in 2013 to -0,4% growth in 2013, the IMF has adopted a more positive
outlook for the Eurozone, projecting growth of 1,0% in 2014 and 1,4% in 2015. This recovery is however expected to be
uneven, with more modest growth rates expected in countries “under stress". The magnitude of the recovery may also be
constrained by high debt levels and “financial fragmentation”. (IMF, 2014b:1)

The moderation in the rate of growth of the Chinese economy continued for the completed year 2013 (7,7%), with projected
declinesto 7,5% and 7,3% in 2014 and 2015 respectively. After low growth rates (by its own standards) in 2012, economic
growth in India picked up (4,4%) in 2013, and is expected to increase sharply to 5,4% in 2014 and 6,4%in 2015 on the back
of investment-supportive policies. (IMF, 2014b)

The IMF (2014b) expects sub-Saharan Africa to grow strongly during 2014, with a rate of 6,1% forecast. As expected, growth
in South Africa (1,9%) was considerably slower than in the rest of the region in 2013. The IMF, however, expects economic
growth in South Africa to increase to 2,8% in 2014 and 3,3% in 2015.

The reasons for South Africa's comparatively lower growth prospects than neighbouring countries will be unpacked in
more detail later in this publication. In general, developing countries are expected to continue to lead global economic
growth, with a rate of 5,1% predicted in these countries for 2014. Developed countries, however, are expected to close this
gap slightly in 2014, with an expected growth rate of 2,2%.

Figure 8: World commodity indices (January 2010 to December 2013)
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these countries for
2014. Developed
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The price of Brent
crude oil is expected to
decrease to US$92 per
barrel by 2017 as new
supplies continue to
be unearthed
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2.2 Commodities

Commodity indices are important indicators for measuring the economic performance of emerging and developing
economies. In developing countries such as South Africa, commodities make up a significant proportion of the country’s
export basket, generating valuable foreign exchange inflows.

The all-commodity index, developed by the IMF, decreased from 184,9 index points at the end of the third quarter to
182,2 points at the start of the fourth quarter, thereafter increasing again to 184,0 points by the end of December. The
increase in the all-commodities index in December was largely driven by the 3% increase in energy prices (including fuel) as
a result of a global recovery in industrial activity.

However, removing the impact of volatile fuel prices (discussed in further detail below) still reveals a general increase in
the price of non-fuel commodities in the fourth quarter after a sustained decreasing trend dating back to February 2013. The
upturnin prices in December specifically can be attributed to a 2,7% increase in the price of food products. This increase was
led by a 24% upward surge in the price of salmon in December, as well as significant increases in the price of soybeans due
to increased import demand. (IMF, 2014a)

2.2.1 Brent crude oil

The supply of Brent crude oil and the volatility surrounding its price are greatly affected by geopolitical and social factors.
After five consecutive months of increases in the price of Brent crude oil, the price declined in the fourth quarter to an average
monthly low of US$108,08 per barrel in November 2013. December, however, saw the price resume its upward trajectory at
US$110,70 per barrel. This increase in oil price is largely demand-driven as economic growth in the major economies
experienced an upturn in the fourth quarter.

Crude oil prices decreased from an average annual price of $105 a barrel in 2012 to $104 a barrel in 2013. This decrease
in the average price of Brent crude oil bucks a longer-term increasing trend in oil prices. The marginally lower oil prices can
be attributed to a moderate increase in global demand - in itself a reflection of the continued economic lethargy for much
of 2013 - but, more significantly, to the increased supply of oil. In terms of the latter factor, non-members of the Organisation
of Petroleum Exporting Countries (OPEC) expanded oil production - mainly through shale oil exploitation - by 1,4 mb/d in
2013, placing downward pressure on the oil price.

The price of Brent crude oil is expected to decrease to US$92 per barrel by 2017 as new supplies continue to be unearthed.
In the short term, these developments are positive for Cape Town's trade balance, as the city is the main importer of oil for
the broader region (see chapter 7). In the longer term, however, the oil price is expected to increase to as much as $141 a
barrel by 2040, which will place significant pressure on Cape Town's trade balance.

Figure 9: Brent crude oil (January 2010 to December 2013)
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2.2.2 Gold and platinum

The subdued global economic environment has had an adverse effect on the price of precious metal products in 2013. Since
October 2012, with the exception of August 2013, the price of gold has dropped steadily each month to record
US$1 224,50/0z in December 2013. Over the last 12 months, the gold price has declined by 27,3% (figure 10). A similar
trend is visible in the price of platinum for the period under review, although price fluctuations for platinum are more volatile
than for gold. This is due to the high concentration of platinum production among a few supply countries - with South Africa
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Figure 10: Monthly averaged price of gold and platinum (January 2010 to December 2013)
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contributing 80% of total world production. This makes platinum prices susceptible to production disruptions, such as labour
unrest. In the fourth quarter, platinum prices dropped from US$1 413 in October to US$1 356 in December. The ongoing
strike in the platinum mining industry is estimated to be costing just one of the major producers (Implats) 2 800 ounces of
lost production a day. This will likely push prices up for January and February. While there is no gold or platinum-mining
activity in Cape Town, the performance of these commodities affects South Africa’s exchange rate, which, in turn, has an
indirect effect on Cape Town's consumers and exporters.

2.2.3 Non-precious metals

Figure 11 presents a weighted index of metal prices, including copper, aluminium, iron ore, tin, nickel, zinc, lead and uranium
price indices. Metals prices remained relatively stable in the fourth quarter of 2013, rising only marginally by 0,8% in  Buffeted by increased
December. On a year-on-year basis, however, the price of metals dropped by 0,7%, with all individual metal products ~ import demand from
experiencing price decreases, except for iron ore. Buffeted by increased import demand from China, iron ore prices rose by~ China, iron ore prices
5%. (IMF, 2014a) Saldanha is the country's largest iron-ore-exporting port, and increased demand for iron ore and higher  rose by 5% year-on-
prices can be conceived as a positive for the industry in Saldanha and for the Northern Cape hinterland. The outlook for metal  year in December
pricesin 2014 remains on the low side due to the continued impact of an oversupply of metals, although increasing demand ~ 2013.

by developed countries may push prices up in the latter part of 2014.

Figure 11: Metals index (January 2010 to November 2013)
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Exchange rates
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While cities do not directly influence the country’s exchange rate, the strength or
apparent weakness of the rand has a direct impact on both local consumers and
local exporters. Cape Town’s manufacturing sector may benefit from a weak rand as
their products become more price-competitive on the global market while
consumers may find that a weak rand undermines their buying power.

the United States dollar ($), the British pound (£), the euro (€) and the Indian rupee. Figure 12 illustrates the performance

of the rand against these major currencies for the period January 2011 to January 2014. At the end of the fourth quarter,
in December 2013, the rand overall depreciated against the three advanced-country currencies, with a recorded average
exchange rate of R10,37 against the US dollar, R16,69 against the British pound, and R14,20 against the euro. This forms
part of a longer-term trend that has seen the rand weaken since July 2011.

When compared to one of the BRICS countries' currencies, namely India’s rupee, the South African rand displays a stronger
performance. As illustrated in figure 12, the South African rand appreciated against the rupee to R5,71 in December 2013
from R6,41 in September 2013. This comparison controls for the negative spillover effects of monetary and fiscal
developments in advanced countries on investment levels in developing nations. In particular, the US Federal Reserve's
policy regarding fiscal tapering has hit emerging markets hard, as indicated in figure 13, with most emerging-market
currencies experiencing significant depreciations against the dollar. In the period January to September 2013, the rand

To measure the performance of the South African rand, its exchange rate is compared to four other currencies, namely

When compared to a
BRICS currency - India’s
rupee - the South African
rand displays a stronger
performance - it
appreciated against the
rupee to R5,71 in
December 2013 from
R6,41 in September

2013.
-
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Figure 12: South African nominal exchange rates (January 2011 to January 2014)
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depreciated the most - by almost 19% - closely followed by the Indian rupee, which depreciated by 17%. (Stanlib, 2014) For
the most part, the currency sell-off in emerging markets is believed to be linked to the size of emerging countries' respective
current-account deficits (Stanlib, 2014). South Africa is estimated to have the second-largest percentage current-account
deficit of all emerging countries.

The 16-day US government shutdown in October 2013, at the beginning of the fourth quarter, was said to be the third-
longest US shutdown in history, resulting in job losses and lower real GDP growth in the fourth quarter. The shutdown did
have some positive short-term impacts for emerging markets, in that it resulted in the proposed fiscal tapering measures
being postponed. This ensured that South Africa’s bond and equity markets have, at least for now, remained attractive for
foreign investors. The spectre of fiscal tapering, however, still looms large in 2014 and may result in further volatility in the
rand as a result of the reversal of capital flows to emerging-market economies. Although the rand is estimated to be
undervalued by up to 13% and should be closer to R9,05 to the dollar, it is unlikely to return to that rate anytime soon, as a
large and sustained current-account deficit and ongoing strikes in the mining sector continue to prop up the nominal exchange
rate. (Stanlib, 2014) While this undervaluation has a negative impact on the South African consumer, it is favourable for
South African exporters.

Figure 13: Emerging-market exchange rate vs United States dollar, % change, January to September 2013
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Domestic economic performance

Gross domestic product (GDP) growth, is one of the most widely used measures
of economic performance in a country or region. It provides an indication of the
level of value-added production that takes places in an economy during a specific
period. Large cities, such as Cape Town are typically the locus of economic
production and are often the main drivers of economic growth within a region.
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The fourth-quarter GDP
figures mean that annual
growth for 2013 came in
at 1,9%, which is the
lowest annual growth
rate since 2009.
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4.1 Economic growth in South Africa

4.1.1 Quarter-on-quarter gross domestic product (GDP) growth rate
Economic growth (as measured by GDP growth) in South Africa rose to 3,8% quarter-on-quarter in the fourth quarter of 2013.
This constitutes a 3,1 percentage point increase from the previous quarter's growth rate, and is the highest growth rate
achieved since the fourth quarter of 2011. While most economists anticipated a considerable increase in the economic growth
rate, especially considering the poor performance of the economy in the previous quarter, the actual performance was
somewhat above expectations: Market consensus before the official Statistics South Africa (Stats SA) release was that the
economy would grow by 3,5%. This was largely on account of the larger-than-expected recovery in the manufacturing sector.
Shom of some of the short-term vicissitudes of quarterly data, South Africa’s year-on-year economic growth rate in the
fourth quarter was 2,1%, having increased by 0,4 percentage points from the previous quarter’s year-on-year rate. Despite
an improvement, the significantly more subdued year-on-year growth rate illustrates the degree to which a substantial part
of the 3,8% quarter-on-quarter growth in the fourth quarter can be attributed to a statistical base effect, with growth coming
off the third quarter's low base. The fourth-quarter GDP figures mean that annual growth for 2013 came in at 1,9%, which is
the lowest annual growth rate since 2009. In the context of an annual GDP growth target of 5%-7%, as contained in the New
Growth Path and National Development Plan (NDP), this relatively low annual growth rate undermines South Africa’s ability
to meaningfully reduce the country's unemployment rate.

Figure 14: Real GDP growth in South Africa (Quarter 1, 2008 to Quarter 4,2013)
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4.1.2 Sectoral determinants of GDP growth in South Africa

Inthe fourth quarter, the primary sector performed strongly, growing at 12,8%. Agriculture grew at 6,4% quarter-on-quarter,
while robust growth of 15,7% was recorded in the mining and quarrying sector. This sector contributed 0,8 percentage points
to the quarterly growth rate in the fourth quarter of 2013. The strong increase in the mining and quarrying sector can be
attributed to increased output in both gold and platinum mining.

The secondary sector grew by 9,2% quarter-on-quarter, with the manufacturing sector driving this strong performance.
Indeed, the 18,9 percentage point turnaround (from -6,6% to 12,3%) in the manufacturing sector was responsible for half
the total GDP growth in South Africa in the fourth quarter of 2013. The 12,3% quarter-on-quarter growth rate reflected a
return to normal operations and production levels in the vehicle manufacturing industry, which had experienced a prolonged
strike in the third quarter, rather than an increase in production capacity. (BER, 2014a) The degree to which this growth
represented a return to the status quo after abnormally low production volumes in the third quarter is reflected in a modest
year-on-year growth rate of 1,9% in the manufacturing sector. The other secondary industries experienced divergent quarter-
on-quarter growth trends, with electricity and water declining by 5,6% and construction increasing by 3,1%.

The tertiary sector, for such a long time the driver of South Africa's economic growth, continued to record insipid growth
(1,5%) in the fourth quarter. There were slight improvements in finance and business services, which rose from a growth rate
of 1,2% in the third quarter to 1,5% in the fourth quarter, as well as in wholesale and retail trade, which posted growth of
2,3% in the fourth quarter compared to 1,3% in the previous quarter. Community and social services, however, recorded a
0,3 percentage point lower growth rate in the fourth quarter, while general government services grew by 0,9%, up from
0,4%. The relatively low growth rates in the tertiary sector should be viewed in the context of increasing domestic inflation
and a depreciating exchange rate, both of which have a negative impact on consumer confidence and, as a result, weaken
demand for goods and services.
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Figure 15: Sectoral GDP growth rates for South Africa (Quarter 4, 2013)
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A quick perusal of figure 15 also shows that the annual growth rates are less variable than their quarterly counterparts.
According to year-on-year growth rates in the fourth quarter, all industries recorded positive growth, with only the mining
sector growing at more than 3% year-on-year.

4.1.3 Economic growth outlook for South Africa
As noted above, the tertiary sector has typically been the main source of growth in the South African economy since 2008.
Worsening domestic conditions for consumers, which include higher inflation rates and, therefore, higher interest rates, as
well as a weak rand, are likely to undermine the ability of this sector to continue to buffer South Africa’s growth rate in this
way. The financial and business services sector in particular, which is South Africa's largest sector, would appear to be on a
significantly lower growth path than in previous periods. In the fourth quarter, significant growth in the mining and
manufacturing sectors counterbalanced low growth in the tertiary sector. Therefore, South Africa's economic growth outlook
going forward hinges strongly on the ability of these sectors to maintain strong growth. Mining grew strongly on a quarter-
on-quarter basis as the result of recovered production, as well as on a year-on-year basis. Maintaining this level of growth
into 2014 depends on the resolution of ongoing strikes in the platinum sector and the impact of this on production volumes.
Growth in the mining sector will likely be significantly lower in the first quarter of 2014.

Unlike the mining sector, the manufacturing sector's growth in the fourth quarter of 2013 was only a short-term recovery
and not representative of a longer-term upturn in the sector. That being said, external factors, including ongoing economic

Figure 16: Purchasing managers' index for South Africa
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For the year in total, the
Western Cape’s economy
grew by 2,2% in 2013
compared to 1,9%
nationally.
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recovery in Europe and a favourable exchange rate for exporters, are on the upside for the sector. In contrast, though, domestic
factors are predominantly on the downside. These mainly revolve around the dampened consumer demand conditions.
Growth in the manufacturing sector and, by implication, in the entire economy will be determined by the degree to which
strong expected growth in the export industry counterbalances low expected growth in the domestic industry.

The Kagiso purchasing managers index (PMI)* rose by 1,8 points, from 49,9 in December 2013 to 51,7 in February 2014.
The increase in the index was largely underpinned by an increase in new sales orders. (BER, 2014a) The business activity
index, however, remained below the neutral 50-point mark in February 2014. This suggests that, although there has been
an increase in demand for manufactured goods (as reflected in the new sales orders), the actual production activity in the
sector is poor and is likely to be reflected in a low manufacturing sector growth rate in the first quarter of 2014. Factors with
a negative impact on production levels include the impact of the upstream strikes in the mining industry, and the cost of
production inputs. In terms of the latter, the price index rocketed to 95,1 points in February, marking the highest level it has
been since the index was started in 1999. (Kagiso, 2014) This is largely an outcome of the weak exchange rate. While the
sub-index, which measures expected business conditions in six months, remains in positive territory (55,7 points in February),
it has fallen sharply from the high of 61,4 points in January, perhaps indicating that poor consumer sentiment has spilled
over into the manufacturing sector. (BER, 2014a)

It seems increasingly unlikely that the manufacturing sector or mining sector will effectively counterbalance lethargic
tertiary-sector growth in the first quarter of 2014. In the longer term, South Africa's economic growth prospects are slightly
better as the European Union (EU) continues its recovery, and as domestic political uncertainty is resolved after the general
elections scheduled for May 2014. The Bureau of Economic Research’s (BER) (2014a) projected growth rate for the South
African economy in 2014 is 2,6%. This, however, continues to be far too low to achieve the targets that the NDP has set for
the country by 2030.

4.2 Economic growth in the Western Cape

4.2.1 Quarter-on-quarter gross geographic product (GGP) growth rate
The Western Cape economy contributes around 15% of national GDP, and is strongly influenced by national economic
conditions (Quantec, 2014). In line with the improved national GDP growth rate in the fourth quarter, the Western Cape
recorded a large increase in its quarter-on-quarter growth rate. The provincial economy, however, grew more slowly than the
national economy, with a growth rate of 3,0% in the fourth quarter compared to the national rate of 3,8%. The year-on-year
growth rate in the fourth quarter indicated a much smaller disparity between the national and provincial growth rates (2,0%
forthe province and 2,1% for South Africa). For the year in total, the Western Cape's economy grew by 2,2%in 2013 compared
to 1,9% nationally. The increase in mining output in the second half of the year is one of the main reasons for the provincial
growth rates being lower than the national growth rates in the last two quarters. Prior to these quarters, the Western Cape
had been growing faster than South Africa as a whole.

While GGP statistics for the city of Cape Town are not available on a quarterly basis, the performance of the metro's economy

Figure 17: Real GGP growth for the Western Cape (Quarter 1, 2008 to Quarter 4, 2013)
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3 APMivalue of more than 50 indicates an expected future growth in manufacturing, while a value of less than 50 suggests that the sector is expected to contract.
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can be expected to largely mirror that of the provincial economy. This is because the metro contributes over 70% of the
province's economic output (Quantec, 2014). On average, in the last 15 years, the variation of the city's GDP growth rate from
the provincial rate was 0,5 percentage points. If this were to hold in the fourth quarter, the city's growth rate would be in the
region of 2,5% to 3,5%.

4.2.2 Provincial economic growth comparisons
The Western Cape economy was, along with the Eastern Cape, the slowest growing provincial economy in the fourth quarter
0f 2013. The highest growth rates were recorded in provinces (Northern Cape, Mpumalanga and North West) where economic
activity is focused in the primary sector, particularly in mining and quarrying. The Western and the Eastern Cape have the
lowest shares of mining activity in their respective economies and, as a result, were not able to reap the rewards of increased
growth in the mining sector. For the Western Cape, this was further exacerbated by the relatively insipid performance of the
finance and business services sector, which is its largest. Although strong growth in the manufacturing sector was able to
counterbalance poor tertiary-sector growth in the province, it was not able to raise overall growth to the levels of those
provinces that were able to benefit from high mining sector growth.

The correlation between strong growth rates and less-urbanised, less-industrialised provinces would suggest that Cape
Town, with a large finance and business services sector and very small mining sector, is likely to have experienced relatively
subdued economic growth in the fourth quarter of 2013.

4.2.3 Sectoral drivers of economic growth in the Western Cape

The Western Cape's growth performance by sector mirrors that of the national economy. As is the case for South Africa as a
whole, the main growth sectors in the Western Cape were mining and quarrying (25,3%), manufacturing (11,4%) and
agriculture (6,7%). As discussed above, the positive impact of the mining sector, despite high growth, is however limited in
the Western Cape owing to its small overall contribution to the provincial economy. Manufacturing in the Western Cape grew
ataslightly lower rate than it did at a national level (11,4% compared to 12,3%), but still contributed 1,8 percentage points
of the province's total 3% growth rate. Finance and business services, normally a strong comparative advantage for the
Western Cape, continued to grow ata slower rate (1,3% compared to 1,5%) than for the national economy, while the wholesale
and retail trade sector grew slightly faster (2,4% compared to 2,3%).
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Figure 18: Provincial comparisons of real GGP growth rates (Quarter 4, 2013)
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Similar sectoral growth rates can be expected for Cape Town, as the city is the major contributor to most economic sectors
in the province. In particular, 80% of the Western Cape's finance and business services, 74% of wholesale and retail trade,
and 69% of manufacturing can be attributed to the metropolitan area (Quantec, 2014). While the finance and business
services and the wholesale and retail trade sectors would not have added much growth impetus to the city's economy, the
city would have captured a reasonable portion of the provincial gains from manufacturing growth. As with the province more
broadly, Cape Town's economic growth in the fourth quarter would largely have come from the manufacturing sector.

In contrast, Cape Town contributes only 29% to the province's total primary-sector GGP. Itis thus difficult to make inferences
about the performance of the city's primary sector based on primary-sector GGP growth in the Western Cape. However, even
if Cape Town's primary sector did mirror provincial trends, it is unlikely that this would have had a large impact on the overall
growth rate, as the primary sector contributes less than 1% to Cape Town'’s GGP. In short, in the fourth quarter, Cape Town
remained - manufacturing aside - too heavily invested in sectors that experienced poor levels of growth to have recorded a
much better growth performance than the Western Cape more broadly.

Figure 19: Sectoral real GGP growth rates in the Western Cape (Quarter 4, 2013)
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4.2.4 Growth outlook for Cape Town and the Western Cape
Considering that both the province and the city relied heavily on the manufacturing sector for economic growth in the fourth
quarter, the forecasts of dampened manufacturing activity do not bode well for economic growth in the first quarter of 2014.
Cape Town's economic growth outlook going forward hinges on its ability to exploit a favourable export climate as a means
of mitigating the negative impact of poor consumer confidence on manufacturing and tertiary-sector activity. This is even
more important in the context of possible fiscal tapering by the US Federal Reserve in 2014, which could reduce investment
flows to the country. The short-term outlook for Cape Town is for subdued growth in the first quarter of 2014, picking up as
the year progresses and as consumer confidence, positively influenced by the recovery in the Eurozone, improves.
Achieving a suitably higher future growth trajectory for Cape Town will depend on the city's ability to increasingly realise
the opportunities associated with the industries where it has some comparative advantages - namely tourism, finance and
business services, agro-processing, creative industries, and oil and gas - as well as its ability to effectively attract new
investment. In this respect, the weak exchange rate and range of events lined up as part of World Design Capital 2014 also
mean that the tourism industry holds significant potential as a strong growth contributor in 2014.
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Inflation

In the fourth quarter of 2013, the Western Cape recorded a slightly lower inflation
rate than the rest of South Africa.

5.1 South Africa inflation overview

Overall for the fourth quarter of 2013, the inflation rate decreased when compared to the third quarter of 2013. The headline
consumer price index (CPI) annual inflation rate decreased from a rate of 5,5% in October to 5,3% in November 2013, but
subsequently increased to 5,4% in December.

In the previous quarter, the average headline inflation rate breached the upper level of the inflation target. However, the
headline inflation rate has returned to within the inflation target in the fourth quarter, averaging 5,4% through the quarter.
Although the inflation rate is moving within the inflation target, it still remains close to the upper level of the target.
Importantly, the upside risks to inflation are against a backdrop of a weaker economic growth outlook and a possible further
depreciation of the currency.

Figure 20: CPl and PPI trends for South Africa (January 2011 to December 2013) Although the inflation
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Source: CPl and PPl extracted from Stats SA, December 2013, and repo rate extracted from South African Reserve Bank, 2014.

The main contributor to the overall inflation rate in December 2013 was the petrol price, while the contribution of food
and non-alcoholic beverage price inflation continued to decrease from a recent peak in August 2013.

The producer price index (PPI) for the fourth quarter of 2013 continued to move outside the upper level of the inflation
target. In November 2013, the inflation rate moved within the inflation target before shifting outside again in December
2013.The annual PPl increased by 0,7 of a percentage point for December 2013 (6,5%) when compared to November 2013
(5,8%). The key drivers of the PPI's annual growth rate were food products, beverages and tobacco products (5,2%), transport
equipment (10,5%), metals, machinery, equipment and computing equipment (6,4%) as well as coke, petroleum, rubber
and plastic products (6,8%). (Stats SA, 2014) The majority of the measures of producer price inflation increased in recent
months, largely reflecting the inflationary impact of the depreciation in the exchange value of the rand.

Figure 20 also illustrates the movement of the repurchase rate (repo rate). As indicated on the graph, the repo rate stayed
fairly consistent over the two-year period. The first change was during July 2012, when the repo rate was cut by 50 basis
points from 5,5% to 5% in an effort to stimulate domestic spending in a context of relatively low inflationary pressures. Despite
upward inflationary pressures since the last repo rate cut, the poor performance of the economy meant that the Monetary
Policy Committee (MPC) left the rate unchanged through 2013.

Table 2 indicates in what way different expenditure groups are affected by inflation. The population quintile with the lowest
level of monthly expenditure was subject to an inflation rate of 4,7% in December 2013, while the population quintile with
the highest monthly expenditure was subject to an inflation rate of 5,6%. Overall for the fourth quarter, each expenditure
group experienced a decrease when compared to the third quarter of 2013.
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At a provincial level, the
Western Cape recorded
an inflation rate (5%) that
was lower than the
headline inflation rate for
the country (5,4%) in the
fourth quarter of 2013.
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Inflation by monthly expenditure

Quintiles Level Monthly expenditure Inflation rate at December 2013

Average 5,40%
1 Very low RO to R1213/month 4,70%
2 Low R1214 to R1939/month 4,60%
3 Middle R1 940 to R3 062/month 4,70%
4 High R3 063 to R6 596/month 5,10%
5 Very high R6 596 and more 5,60%

Table 2: Inflation by monthly expenditure
Source: Stats SA, February 2014.

5.2 Geographical inflation

Ata provincial level, the Western Cape recorded an inflation rate (5%) that was lower than the headline inflation rate for the
country (5,4%) in the fourth quarter of 2013. As illustrated by figure 21, the majority of the provinces experienced an inflation
rate decrease within the three-month period, with North West recording the lowest inflation rate at 4,7% and Gauteng the
highest at 5,6% for December 2013. The difference between the national and Western Cape inflation rates is mainly due to
the lower provincial food price inflation and slightly lower transport costs. While food price inflation in South Africa decreased
from 3,9% in November 2013 to 3,8% in December 2013, it is still recorded at a higher rate than the Western Cape's food
price inflation (2,6%) at that time. In terms of transport, the Western Cape recorded price growth of 5,9% for December 2013,
which is 0,7 of a percentage point lower than in November 2013. South Africa as a whole, however, displayed the opposite
trend, as the price of transport increased by 6,3% in December 2013 from 5,7% in November. Transport inflation is the main
contributor to the overall inflation rate.

Figure 21: Inflation rate on a provincial level (October 2013 to December 2013)
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Source: Stats SA, February 2014.

5.3 Inflation outlook

Overall, inflationary pressure decreased in the fourth quarter of 2013 when compared to the third quarter of 2013. According
to the statement of the MPC, the anticipated cutback in quantitative easing by the US Federal Reserve has begun and, as a
result, emerging markets are experiencing a high level of turbulence. Consequently, this has created new challenges for
emerging markets. For South Africa, the rand exchange rate is affected by this 'tapering, resulting in the recent depreciation
of the currency. If the rand continues to depreciate, it will raise upward pressure on the inflation outlook. This is reflected in
the MPC's inflation forecast for 2014, which anticipates a weakening of the inflation outlook despite the absence of evidence
for domestic demand pressure.

According to the MPC (SARB, 2014), inflation is expected to breach the upper end of the inflation target by the second
quarter of 2014, and is expected to remain at this level well into the year 2015. The South African Reserve Bank (SARB)
inflation-targeting approach entails implementing measures to ensure that the inflation rate remains within the inflation
target range. One of these methods is to increase the repo rate.

The CPIrelease for January 2014 revealed a headline inflation rate of 5,8%, which is 0,4 of a percentage point higher than
in December 2013 (5,4%). This increase in CPI reflects the expected upward trend. The repo rate was duly increased in January
2014 by 50 basis points in anticipation of worsening inflation figures. If, as expected, the inflation rate breaches the upper
end of the inflation target later in the year, there is a strong possibility that the SARB will raise the repo rate even further.

EPIC ECONOMIC PERFORMANCE INDICATORS FOR CAPE TOWN Q4 2013




LABOUR MARKET TRENDS

Labour market trends

The labour market is the point at which economic production meets with human
development. It reflects on the employment of human resources as both an input
into the production process and as an outcome of production. Employment creation
and unemployment reduction is at the forefront of both national and city-level
economic strategies and is of critical importance to the country’s development.
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6.1 Employment trends in South Africa

In the fourth quarter of 2013, South Africa’s labour force expanded to 20 million individuals compared to 19,91 million in
the previous quarter. The number of employed people increased to 15,17 million, representing an increase of 141 000 on
the number of people who were employed in the third quarter of 2013. The employment increase in the fourth quarter was
the fourth consecutive quarterly increase, although it was almost half the figure recorded in the previous quarter. Industries
that made the largest contribution to the positive growth in employment in the fourth quarter of 2013 were community and
social services (97 000), construction (59 000) and trade (39 000). Negative growth was experienced within agriculture
(-27 000), finance and business services (-23 000) and private households (-20 000).

Figure 22: Changes in employment trends in South Africa (Quarter 1, 2008 to Quarter 4, 2013)
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Source: Stats SA, February 2014.

For the year 2013, the contribution to employment has remained positive, with a cumulative employment increase of
653 000. Employment grew by 465 000 more jobs in 2013 than it did in 2012. The annualised quarterly growth rate of
employment for South Africa, atabout 3,7%, is very similar to the GDP growth rate of 3,8% the country achieved in the fourth
quarter. Itis however unusual for labour to respond so quickly to increases in output as measured by GDP, particularly when
economists mainly attribute the GDP increase to a resumption of normal production activities and not capacity expansion.
Furthermore, if labour has a lagged response to GDP, the low growth rate (0,7%) in the previous quarter would have been
expected to have yielded lower employment growth in the current quarter. The strong employment growth rate in the fourth
quarter is perhaps better explained by the increase of 123 000 in employment opportunities in the informal sector, the value
of which is not measured by GDP.

On an annual basis, the largest contributor to annual employment growth was the community and other social services

Figure 23: Official/strict unemployment rate for South Africa (Quarter 1, 2008 to Quarter 4, 2013)
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sector (219 000), with the second-largest contributor being the trade sector (117 000). Even though the finance and other
business services sector has performed poorly on a quarterly basis, it contributed positively (88 000) on an annual basis. In
contrast, manufacturing's poor quarterly performance also resulted in a decline in employment levels on an annual basis
(48 000).

6.2 Unemployment trends in South Africa

In the fourth quarter of 2013, unemployment decreased by 50 000 on a quarterly basis to a total of 4,83 million people. This
has resulted in the official unemployment rate decreasing by 0,4 percentage points to 24,1% in the fourth quarter of 2013.
Discouraged work seekers, who are included in the expanded measure of unemployment, also decreased by 97 000
individuals to a total of 2,2 million individuals in the fourth quarter when compared to the third quarter of 2013.

6.3 Overview of the Western Cape’s labour market

The Western Cape labour market followed a relatively similar pattern to the national labour market in the fourth quarter of
2013. Consistent with the national labour market, the province experienced an increase (50 000) in the number of labour
force participants in the fourth quarter of 2013, taking the provincial labour force to a total of 2,83 million individuals. The
number of people employed increased by 98 000 in the fourth quarter of 2013 on a quarter-on-quarter basis. This increase
took the total number of employed individuals to 2,24 million in the fourth quarter of 2013. In terms of unemployment, the
number of unemployed individuals decreased by 47 000 to a total of 593 000 unemployed individuals in the fourth quarter
of 2013. This resulted in a 2,1 percentage point decrease in the official unemployment rate for the Western Cape (21%). On
an annual basis, the Western Cape's level of employment also increased by 133 000 when compared to the same period in
the previous year.

6.3.1 Provincial employment comparisons

To measure the Western Cape's performance in creating employment opportunities, it is helpful to compare it to two other
large provincial economies, namely those of Gauteng and KwaZulu-Natal. The Western Cape stands out in this comparison,
strongly growing employment (98 000) in the fourth quarter, while Gauteng created no new employment and KwaZulu-
Natal recorded a decline of 42 000 in employment levels. South Africa's overall employment growth in the fourth quarter
was driven mainly by the Western Cape, Eastern Cape (38 000) and North West (17 000).

Figure 24: Employment change on a provincial level (Quarter 2, 2008 to Quarter 4, 2013)
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6.3.2 Unemployment trends for the Western Cape
According to the official/strict unemployment figures, the Western Cape has remained consistently below the national average
unemployment rate. On a comparative provincial basis, the Western Cape (21%) had a higher strict unemployment rate than
KwaZulu-Natal (19,9%), but a lower rate than Gauteng (25,2%). The strict unemployment rate can however paint a misleading
picture, especially when there are high incidences of discouraged work seeking in an economy. Table 3 overleaf compares
the official and expanded unemployment rates for all nine provinces of South Africa.

South Africa currently uses the strict unemployment rate as its official definition of unemployment. Stats SA's definition
for 'unemployed' is any person aged between 15 and 64 who was without work in the week preceding the interview, but
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The number of people
employed in Cape Town
in the fourth quarter of
2013 increased by
81000 individuals on a
quarterly basis, and by
74000 individuals on an
annual basis.
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Official vs expanded unemployment rates (%)

Official Expanded
Q4:2013 Q3:2013 Q4:2012 Q4:2013 Q3:2013 Q4:2012
Western Cape 21,0 23,1 23,4 22,1 25,3 25,1
Eastern Cape 27,8 30,4 29,5 43,3 44,2 45,8
Northern Cape 24,9 27,9 28,3 34,8 359 34,9
Free State 33,0 33,7 32,7 40,9 40,8 39,6
Kwazulu-Natal 19,9 20,6 21,9 36,2 37,2 384
North West 27,3 26,5 23,2 42,2 42,6 40,7
Gauteng 25,2 24,3 23,5 28,9 29,1 28,7
Mpumalanga 27,2 26,5 29,0 40,2 40,2 434
Limpopo 16,9 17,2 191 36,1 38,9 38,0
South Africa 24,1 24,5 24,5 34,0 34,9 35,1

Table 3: Official vs expanded unemployment rates
Source: Stats SA, February 2014.

actively looked for work in the previous four weeks and was available to start work or a business in the next week (Stats SA,
2014). The expanded definition of unemployment drops the search criteria and includes people who have stopped looking
for work, namely discouraged work seekers, who nevertheless still want to find work (Stats SA, 2014).

Overall, three provinces (North West, Gauteng and Mpumalanga) experienced increases in their strict unemployment rate,
while the remaining provinces experienced decreases in this rate for the fourth quarter of 2013. Similarly, the expanded rate
also presented a decreasing trend in the fourth quarter. The expanded rate of unemployment decreased to 22,1% in the
Western Cape in the fourth quarter, and remained the lowest expanded rate in the country, while the Eastern Cape's expanded
rate remained the highest.

6.4 Labour market trends for Cape Town

6.4.1 A broad overview of the Cape Town labour market

There was not much variation in the size of the working-age population between the third and fourth quarter of 2013 in Cape
Town, increasing by only 19 000 individuals. Cape Town's labour force, however, increased significantly by 56 000 individuals
to a total labour force of 1,91 million in the fourth quarter. This reflected the increase in the labour force participation rate to
69% in Cape Town in the fourth quarter. This figure is significantly higher than the national rate of 57,1%, and points to the
greater inclusiveness of Cape Town's labour market.

The number of people employed in Cape Town in the fourth quarter of 2013 increased by 81 000 individuals on a quarterly
basis, and by 74 000 individuals on an annual basis. The key sectors that contributed to the increasing employment level in
the fourth quarter were trade, community and social services, and private households, while the transport and the electricity
and water sectors showed decreasing trends when compared to the third quarter of 2013. The formal sector absorbs the bulk

Labour market indicators: South Africa and Cape Town

Indicator South Africa Cape Town

Q4:2013 Q3:2013 04:2012 04:2013 Q3:2013  Q4:2012
Working-age population (000s) 35022 34 868 34405 2771 2752 2773
Labour force (000s) 20007 19916 19233 1916 1860 1881
Employed (000s) 15177 15036 14524 1475 1394 1401
Employed in the informal sector (%) 16,1 15,5 16,1 8,7 9,8 9,9
Unemployed (000s) 4830 4880 4709 441 465 480
Not economically active (000s) 15015 14952 15172 854 892 891
Discouraged work seekers (000s) 2200 2297 2301 5 5 4
Other (000s) 12815 12 655 12870 849 887 887
Unemployment rate (%) 24,1 24,5 24,5 23,0 25,0 25,5
Youth (15-24) unemployment rate (%) 48,9 50,3 50,7 51,3 51,4 51,4
Absorption rate (%) 43,3 43,1 42,2 53,1 50,6 50,5
Labour force participation rate (%) 57,1 571 55,9 69,0 67,4 67,7

Table 4: Labour market indicators: South Africa and Cape Town
Source: Stats SA, February 2014. * Figures in tables may not exactly add up due to rounding off.
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In line with the national
and provincial trends, the
number of unemployed
people in Cape Town
decreased by
approximately 24 000
individuals between the
third quarter of 2013 and
the fourth quarter of
2013.

of the individuals who are employed in Cape Town, and also contributed the most (72 000) to total employment creation in
the fourth quarter. While informal sector employment was the main driver of employment creation at a national level and
increased as a percentage (up to 16,1%) of total employment in the national economy, it decreased (to 8,7%) as a proportion
of total employment in Cape Town.

6.4.2 Unemployment in Cape Town

In line with the national and provincial trends, the number of unemployed people in Cape Town decreased by approximately
24000 individuals between the third quarter of 2013 and the fourth quarter of 2013. On an annual basis, the number of
unemployed people in the City decreased by around 39 000 individuals. As a result of decreasing unemployment, Cape
Town's strict unemployment rate decreased by 2 percentage points to 23,0% between the third and fourth quarter of 2013
and by 2,5 percentage points year-on-year. The fourth-quarter youth unemployment rate, defined as the strict unemployment
rate for individuals aged 15-24, in Cape Town is estimated at 51,4%. While this figure had decreased marginally by 0,1
percentage points since the third quarter, and is not much higher than the national youth unemployment rate of 48,9%, it
is nevertheless exceptionally high by developing-country standards and poses a significant challenge to economic-policy
makers in the city.

Figure 25: Strict vs expanded unemployment rates for Cape Town (Quarter 1, 2011 to Quarter 4, 2013)
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South Africa’s expanded
unemployment rate in
the fourth quarter of
2013 was 34%, compared
to Cape Town's expanded
rate of 23,44%. On this
basis, Cape Town's labour
market can be considered
to be better performing
and more inclusive than
the national labour
market.

By excluding discouraged work seekers, the strict rate of unemployment does not always reflect the true ability of the
labour market to absorb those individuals desiring to work. It is thus revealing to present both the strict and expanded rates
of unemployment. As illustrated by figure 25, the two rates of unemployment for Cape Town have remained relatively close
over the last 12 quarters, with the expanded rate on average 0,92% higher than the strict rate. Both rates declined in the
fourth quarter of 2013 and are also lower than what they were a year ago. The decrease in Cape Town's strict unemployment
rate has seen it drop below the national strict unemployment rate by 1,1 percentage points. This disparity is far more
pronounced, however, if one uses the expanded rate of unemployment, as South Africa’s expanded and strict rates of
unemployment are widely divergent (as depicted in figure 25). South Africa’s expanded unemployment rate in the fourth
quarter of 2013 was 34%, compared to Cape Town's expanded rate of 23,44%. On this basis, Cape Town's labour market can
be considered to be better performing and more inclusive than the national labour market.

The reason for the small disparity between Cape Town's strict and expanded unemployment rates, when the rest of the
country experiences such profound differences, is the relatively low number of discouraged work seekers in Cape Town.
According to Stats SA (2014), a discouraged work seeker “is a person who was not employed during the reference period,
wanted to work, was available to work/start a business but did not take active steps to find work during the last four weeks,
provided that the main reason given for not seeking work was any of the following: no jobs available in the area; unable to
find work requiring his/her skills; lost hope of finding any kind of work”. Discouraged work seekers are included in the
expanded unemployment figure, which explains why this figure is slightly higher than the strict unemployment figure. The
number of discouraged work seekers in Cape Town marginally decreased from approximately 5 500 in the third quarter of
2013 to around 5 000 in the fourth quarter.

Figure 26: Discouraged work seekers in Cape Town (Quarter 1, 2011 to Quarter 4, 2013)
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Source: Stats SA, March 2014.
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Employment creation,
rather than any reduction
in the labour force in the
fourth quarter of 2013, is
the primary cause of the
decline in the
unemployment rate in
Cape Town during this
period.

Figure 26 shows that the number of discouraged work seekers has (except for the outlier of the fourth quarter of 2011)
consistently been below 10 000 individuals and had, prior to the third quarter of 2013, experienced a downward trend for
the past six quarters. For one of South Africa’s major metropolitan regions, Cape Town contributes a disproportionately small
percentage (0,23%) of the country's total number of discouraged work seekers. The reasons for this remain largely unclear
and require further research.

6.4.3 Labour force and employment

Figure 27: Broad labour force and employment growth rates for Cape Town (Quarter 2, 2011 to Quarter 4, 2013)
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There are two factors that can lead to a decreasing expanded rate of unemployment: The first is an increase in employment;
the second, a decrease in labour force participation. When the rate of employment growth exceeds the rate at which the
expanded labour force grows, the expanded unemployment rate decreases. Figure 27 shows that employment growth in
the fourth quarter of 2013 increased at a faster rate than the expanded labour force. This then led to a decrease in the expanded
unemployment rate for this period. Employment creation, rather than a reduction in the labour force in the fourth quarter of
2013, is the primary cause of the decline in the unemployment rate in Cape Town during this period.

6.4.4 Sector employment trends for Cape Town

Figure 28 displays the level of employment by industry/sector within Cape Town. Overall, the majority of the sectors performed
wellin the fourth quarter. Trade was the largest contributor to total employment growth in the fourth quarter, with employment
growth of 26 638 jobs. It was followed by community and social services (17 799), manufacturing (16 033) and private
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In order to ensure greater
opportunities for people
to actively participate in
the local economy, Cape
Town needs to exploit the
employment creation
potential of key strategic
industries.
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households (12 767). The sectors with the biggest job losses were transport (-4 396) and utilities (water and electricity)
(-2 489).

Annually, the strongest contributing sector in respect of employment growth was trade, with an employment increase of
42 755 jobs. The transport sector was also a strong employment creator on an annual basis, creating 25 0171 jobs. Further
contributions came from community and social services as well as private households.

The sector that experienced the biggest job losses on an annual basis in the fourth quarter of 2013 was manufacturing
(-13 428), followed by finance and business services (-3 777) and agriculture (-1 560). The job losses in these sectors are
concerning, given that they (with the exception of finance) are generally labour-intensive, with extensive penetration into
impoverished households.

Figure 28: Quarterly and annual change in employment per sector for Cape Town (Quarter 4, 2013)
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6.4.5 Labour market outlook

Cape Town's key labour market indicators (the labour force participation rate and the two unemployment rates) have continued
to improve in the fourth quarter of 2013. The strict rate of unemployment in Cape Town fell below the national average for
the first time since the third quarter of 2012, while the expanded rate of unemployment continues to be more than 10%
lower than the national average. In addition, the labour force participation rate and the absorption rates are also higher than
their respective national averages.

This would suggest that Cape Town's labour market is on the whole more inclusive than the national labour market. If
Cape Town is to achieve its objective of being an opportunity city, however, employment growth must be at the forefront of
improving labour market outcomes. Encouragingly strong employment creation in the fourth quarter absorbed more people
than what the labour force increased by, thereby driving the decrease in the unemployment rate in the fourth quarter. This
level of employment creation needs to continue if Cape Town's high youth (15-24 years) unemployment rate is to be
meaningfully reduced.

A question, however, remains regarding the sustainability of the levels of employment creation observed in the fourth
quarter of 2013. The growth outlook for the manufacturing industry in the early parts of 2014 is poor, which may lead to
lower (or negative) levels of employment creation in this sector in the future. That being said, if the favourable exporting
conditions can be effectively leveraged, there are opportunities for capacity expansion in the sector.

The worsening consumer confidence outlook is also likely to have a negative impact on job creation in the finance and
business services as well as the trade sectors. It is hoped that ongoing public works programmes, the new special economic
zone (SEZ) programme and the proposed tax incentive for youth employment will create counter-cyclical job opportunities
as economic growth in the country remains relatively subdued.

In order to ensure greater opportunities for people to actively participate in the local economy, Cape Town needs to exploit
the employment creation potential of key strategic industries. Two labour-intensive yet fast-growing industries within Cape
Town are business process outsourcing and tourism. Both are externally focused, therefore having the potential to benefit
from improving global conditions and a weak rand. The City of Cape Town needs to implement supportive strategies that
help to create an enabling environment for the growth of these industries.
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TRADE AND INVESTMENT
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Trade and investment

Cape Town is an open economy which embraces trade and investment with the rest
of the world. Globally, economies that have typically grown strongly are those that

have promoted value-added exports and attracted high-levels of foreign direct
investment. A key challenge for South Africa and Cape Town is reducing the current
balance of payments deficit by increasing the country’s volume of exports.
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According to the IMF,
global trade is forecast to
increase by 4,5% in 2014
and 5,2% in 2015,
mainly driven by trade
flows from developing
and emerging
economies.

7.1 Trade

7.1.1 Global trade

The world's largest importers of goods are the US and China, with imports reaching R22,4 trillion and R18,7 trillion respectively
in2013.The top six import markets shown in the figure below (available data) all demonstrated import growth rates exceeding
15%in 2013, with the exception of the UK. Itis thus evident that markets have recovered from the global financial crisis, and
international trade continues to strengthen. As exports precede foreign direct investment (FDI), it is hoped that this trend
will be matched by stronger global FDI'in 2014. According to the IMF (2014), global trade is forecast to increase by 4,5% in
2014 and 5,2% in 2015, mainly driven by trade flows from developing and emerging economies.

The most traded product in the world is petroleum oil, which accounts for 18,7% of global trade. It is anticipated that, in
2013, global trade in this product in value terms (when final figures become available) would continue to grow at double-
digit growth rates. Electrical and electronic equipment (12,8% share) as well as machinery (11,5%) both achieved global
average trade growth rates of 14% in 2012. Considering the increasing demand from growing emerging markets, it is
anticipated that these products would show stronger growth rates in 2013. Global trade in cars reached R7,8 trillion in 2012,
almost exceeding pre-crisis levels and growing at 17,6%. A bumper year is expected for 2013, with higher demand than
before from the growing middle class in emerging economies.*

Figure 29: Global imports of goods (June 2012 to November 2013)
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Source: TradeMap, February 2074.

7.1.2 South African trade
South African trade has experienced strong and consistent growth since the second quarter of 2009, with an average quarterly
growth rate reaching 2,7% for exports and 3% for imports. The trade balance deficit has grown steadily in the last three years
asimports continue to exceed exports. In the fourth quarter of 2013, there was however a decrease in the trade balance deficit
asimports declined by 6,6%. During the same period, exports also experienced a marginal decrease, reaching R207,7 billion.
This is concerning, as the strong depreciation of the rand should have increased the competitiveness of South African exports.
Overall, exports increased by 12% in 2013. Despite this growth in exports, South Africa’s dependence on petroleum
imports, coupled with the demand for other imports stemming from a growing and expanding economy, has continued to
fuel the annual increase in the trade deficit. It is estimated that total exports in 2013 were R788,1 billion, while imports were
estimated at R971,2 billion.®

4 Final figures will be released by UN COMTRADE in the coming quarter.
5 Final figures are yet to be officially released by SARS.
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China is South Africa’s largest export destination, with exports reaching R31 billion in the fourth quarter of 2013, up from
R28 billion in the third quarter of 2013. South Africa’s exports to China are influenced by the Chinese appetite for South  Mozambique has
African mineral commodities, which continues to drive exports. South Africa’s second-largest export market s the US, followed ~ emerged as South Africa’s
by Japan and Germany, with these countries also featuring prominently as source markets for South African imports. ~ top export market in
Mozambique has emerged as South Africa’s top export market in Africa and the country’s sixth-largest global export market  Africa and the country's
in the fourth quarter of 2013 (eighth-largest export market for 2013 as a whole at R26,6 billion), followed by Zambia and  sixth-largest global

Zimbabwe, ranked eighth and ninth respectively. This highlights the importance of intra-African trade for South African  export market.
exporters.

Figure 30: South Africa’s exports, imports and trade balance (Quarter 4, 2008 to Quarter 4, 2013)
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Source: Quantec, February 2014.
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Figure 31: South Africa's export markets (Quarter 2, 2009 to Quarter 4, 2013)
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Preliminary findings indicate that South African export products to the globe are dominated by minerals and metals, which

In 2012, goods traded accounted for approximately 47% of total exports in 2013. The export of motor vehicles for the transport of persons and goods
between the Western showed consistent growth, along with the export of machinery. The import of petroleum oils has been prominent, and
Cape and Africa totalled continues to dominate the import product list, accounting for more than 22% of total imports in 2013. Capital equipment
R51,4 billion - the and electronic goods make up the rest of the top imports into South Africa.

highest recorded value

since 2002. 7.1.3 Western Cape trade with Africa

In the absence of quarterly trade data for the Western Cape and to ensure that there is no repetition of previous quarterly
editions, this section will focus on different selected trade and investment themes as they pertain to the Western Cape each
quarter. In this particular edition, the section focuses on the Western Cape and Cape Town's trade relations with the rest of
Africa. Considering that Africa is one of the fastest growing recipient regions for South African exports, and a key destination
for value-added exports, this analysis is important in terms of understanding the degree to which the Western Cape and
Cape Town are currently realising (or not realising) the opportunities posed by trade to this region.

The Western Cape held a positive trade balance with Africa from 2003 to 2005. From 2006 to 2012, however, a negative
trade balance was recorded. The increasing trade deficit is attributed to the increase in petroleum products imported from
Nigeria and Angola. In 2012, goods traded between the Western Cape and Africa totalled R51,4 billion - the highest recorded
value since 2002. Exports increased by 27% in 2012, while imports increased by 110%, increasing the trade deficit to R23
billion.

The Southern African Development Community (SADC) region was the largest destination region for the Western Cape’s
exports from 2003 to 2012, accounting for 62% of exports in 2012, followed by West Africa (19%). North Africa was the fastest
growing African region for Western Cape exports in 2012, increasing by 102%, followed by East Africa and West Africa,
growing by 98% and 27% respectively. The main reason for high exports to the SADC region is that South Africa is part of the
SADC free-trade area (FTA) and is in close geographic proximity to these markets.

38 EPIC ECONOMIC PERFORMANCE INDICATORS FOR CAPE TOWN Q4 2013




TRADE AND INVESTMENT
Figure 32: Western Cape trade with Africa (2003 to 2012)
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Figure 33: Western Cape exports to African regions (2003 to 2012)
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7.1.4 Cape Town trade with Africa

From 2003 to 2005, Cape Town was a net exporter to the rest of Africa; however, from 2006 to 2012, the city became a net
importer. Exports from Cape Town to Africa reached R10,3 billion in 2012, growing at 11% from the previous year. Imports
from Africa to Cape Town reached R36,91 billion, increasing by 111% from 2011. This increase was mainly due to the increased
import of petroleum oils, other knitted fabric and earth-moving machinery in 2012. Cape Town's trade deficit with the region
from 2006 has been somewhat volatile, with 2012 recording the largest trade deficit to date of R26,6 billion.

Angola was the largest destination for Cape Town exports, reaching R1,65 billion in 2012 and accounting for 73% of total
Western Cape exports to the country. The main reason for this is that Angola is one of the world's fastest growing markets,
with a rising middle-class population. Mozambique and Zambia were the second and third-largest destination markets, with
export values of R1,37 billion and R1,36 billion respectively, with Cape Town's exports accounting for 90% and 89% of total
Western Cape exports to these countries respectively.
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Angola was the largest
destination for Cape
Town exports, reaching
R1,65 billion in 2012.

40

Figure 34: Cape Town trade with Africa (2003 to 2012)
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Nigeria and Angola were the top source markets for Cape Town, with imports worth R17,1 billion and R12,1 billion
respectively. The top six source markets for Cape Town's imports in 2012 (Nigeria, Angola, Mozambique, Ghana, Mauritius
and Equatorial Guinea) represented 100% of Western Cape imports from those respective markets.

The top ten export products from Cape Town to the African market in 2012 were a mix of mineral products, machinery and
mechanical appliances, and prepared foodstuffs and manufactured tobacco substitutes. Petroleum oil (except crude) was
Cape Town's largest export product, reaching R1,3 billion (78,5% of all Western Cape exports of petroleum oil). Cape Town
is responsible for 100% of the Western Cape's exports of cigars, cigarettes and tobacco substitutes (R657,7 million), sulphur
(R373,4 million) and petroleum coke, bitumen and other oil industry revenues (R122,8 million).

Crude petroleum oil tops the list of imports from Africa and was valued at R31,2 billion in 2012, followed by petroleum
oil (except crude), valued at R3,98 billion. The top ten products imported from Africa to Cape Town represent 99% of total
Western Cape imports from Africa. The share of clothing and textile products in Cape Town's import basket is interesting, and
perhaps points to the decline of the clothing and textile industry in Cape Town as the industry faces strong import competition,
in particular from Mauritius and Madagascar, which, between them, contribute up to 90% of clothing imports to Cape Town.

Top ten African markets for Cape Town exports and imports, 2012

Top ten African markets for Cape Town exports, 2012 Top ten African markets for Cape Town imports, 2012
Rank Market Value 2012 Cape Town | Rank Market Value 2012 Cape Town
(Rm) share* (%) (Rm)  share* (%)
1 Angola 16491 73% | 1 Nigeria 17 146,8 100%
2 Mozambique 1374,6 90% | 2 Angola 121231 100%
3 Zambia 1361,6 89% | 3 Mozambique 3866,9 100%
4 Namibia 616,7 99% | 4  Ghana 1390,5 100%
5  Nigeria 517,7 45% | 5 Mauritius 718,3 100%
6  DRC 474,2 93% | 6  Equatorial Guinea 606, 100%
7 Kenya 4051 29% | 7 Madagascar 323,4 99%
8  Mauritius 403,9 75% | 8  South Africa 252,6 75%
9 Ghana 336,1 68% | 9  Tanzania 230,6 95%
10 Cameroon 330,0 98% | 10 Egypt 71,2 88%
Total exports to Africa 10331,3 73% | Total imports from Africa 36908,4 99%

* Cape Town share of Western Cape exports to and imports from Africa

Table 5: Cape Town trade with Africa (country analysis)
Source: Quantec, February 2014.
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Top ten Cape Town products exported to and imported from Africa, 2012

Top ten Cape Town export products to Africa, 2012 Top ten Cape Town import products from Africa, 2012
Rank Product Value 2012 CapeTown | RankProduct Value 2012 Cape Town
(Rm) share* (%) (Rm)  share* (%)

1 Qils petroleum, bituminous, distillates, 13974 100,0% | 1 Petroleum oils, oils from bituminous 312458 100%
except crude minerals, crude

2 Apples, pears and quinces, fresh 704,8 88,9% | 2 Oils petroleum, bituminous, 3980,5 100%

distillates, except crude

3 Cigars, cigarettes, tobacco or tobacco 657,7 100,0% | 3 Men'sor boys' suits, jackets, trousers, 190,3 100%
substitute not knit

4 Sulphur, except sublimated, 373,4 100,0% | 4  Tshirts, singlets and other vests, knit 185,6 100%
precipitated, colloidal or crochet

5 Fish, frozen, whole 212,7 94,0% | 5  Jerseys, pullovers, cardigans, knit or 125,4 100%

crochet

6 Liquid, gas centrifuges, filtering, 204,4 99,2% | 6  Men'sorboys' shirts 99,8 100%
purifying machines

7 Machines having individual functions 156,8 991% | 7  Other knitted or crocheted fabrics 71,8 100%

8 Parts for use with lifting, moving 133,9 99,3% | 8  Earth-moving, boring or pile-driving 71,0 100%
machinery machines

9 Fruit and vegetable juices, not 131,0 319% | 9 Women's, girls' suits, jackets, 594 100%
fermented or spirited dresses, skirts, woven

10 Petroleum coke, bitumen & other oil 122,8  100,0% | 10 Men's, boys' shirts, knit or crochet 58,1 100%
industry residues

Total exports to Africa 10331,3 73% | Total imports from Africa 369084 99%

* Cape Town share of Western Cape exports to and imports from Africa

Table 6: Cape Town trade with Africa (product analysis)
Source: Quantec, February 2074.

7.2 Investment

7.2.1 Global foreign direct investment

Year-to-date global FDI increased by 7% in 2013 to reach Ré trillion, up from R5,6 trillion in 2012. Final official figures will
be available by May 2014. According to the United Nations Conference on Trade and Development (UNCTAD) (2014), FDI
inflows increased in all major economic groupings, including developed, developing and transition economies. FDI flows to
developing economies accounted for 52% of global FDI inflows in 2013. Global FDI has struggled, however, to achieve pre-

Figure 35: Global FDI (2003 to November 2013)
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FDI flows into Cape Town
in terms of capital
investment have not
recovered to the pre-crisis
levels attained in 2008,
although capital
investments from 2009
to 2013 far exceeded
investments from 2003
to 2007.
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crisis levels in capital investment, with the 2013 figure about half of the 2008 figure of R12,2 trillion. As global economic
growth gains momentum, FDI flows should rise gradually in 2014 and 2015.

The top sub-sectors globally for FDI (in terms of projects) were software publishing, retail, banking, and clothing and
clothing accessories. Services have dominated global FDI projects, with wireless communication carriers’ projects growing
by 44% in 2013, t0 239.

In terms of capital investment, heavy engineering and civil engineering accounted for the highest investmentin 2013, at
R334 billion, followed by solar electric power (R198 billion) and wireless communication carriers (R188 billion). Nuclear
electrical power generation investments (R84 billion) grew by 2,037% from 2013, followed by heavy and civil engineering
at 7,456%. The large increase in nuclear-related investments reflects the R82,6 billion investment by Russia in a nuclear
power plantin Jordan. The high growth in power-generation investments is a clear indicator of current and expected increases
in other FDI capital flows.

7.2.2 Cape Town foreign direct investment

FDI flows into Cape Town in terms of capital investment have not recovered to the pre-crisis levels attained in 2008, although
capital investments from 2009 to 2013 far exceeded investments from 2003 to 2007. To date, the number of FDI projects
received into Cape Town increased from ten projects in 2003 to 22 projects in 2013. Final official investment numbers will
be confirmed in May 2014.

The largest number of projects receiving FDI in Cape Town from 2003 to 2013 were business services, at 34 projects (R2,1
billion), followed by software and information technology services, at 33 projects (R2,9 billion). Communications received
the highest value of investment at R8 billion, followed by real estate at R7,8 billion.

In terms of outward FDI, Cape Town companies committed R30 billion to 104 FDI projects globally between 2003 and
September 2013. Most projects have been in food and beverage stores (24 projects; R4,6 billion) as well as advertising and
public relations services (11 projects; R523 million).

Figure 36: FDI flows into Cape Town (2003 to November 2013)
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7.2.3 Investment facilitation

Between October and December 2013, Wesgro facilitated four new investment projects, three of which were in the city of

Cape Town. The first project was in the media and advertising sector and was valued at R56,4 million, creating an estimated

2100 jobs. The second project was a R143 million renewable-energy photovoltaic project, creating an estimated 2 265 jobs,

while the third project was an oil and gas fabrication facility valued at R300 million, creating an estimated 90 jobs. The fourth

project, situated on the West Coast, is an oil and gas services project valued at R885 million, creating an estimated 24 jobs.
Wesgro also facilitated one retail expansion project in Cape Town valued at R20 million, creating an estimated 40 jobs.
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Sector focus: Craft and design

Cape Town is widely considered to be one of South Africa’s most creative cities,
and is home to a number of well-known artists and designers. Despite this
reputation, the craft and design sector is rarely seen as a sector with any
significant economic importance, and is frequently marginalised in economic
development debates in favour of more traditional sectors and industries.
However, a more in-depth look at this sector reveals that craft and design is not
merely a decorative addition to the economy, but a substantial contributor to
employment creation and output growth within the city. The prominence of this
sector is being given further impetus by Cape Town's designation as World
Design Capital 2014.
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8.1 Overview of the craft and design sector

The 2012 Western Cape Craftis one component of the broader craft and design sector, and primarily refers to the making and marketing of handmade
Design Strategy objects. It is a key link in a value chain made up of raw-material suppliers, craft sales outlets (from community markets to
estimated that between international designer stores), local and export agents and other service providers, such as graphic and web designers and
56 000 and 80 000 courier companies.

people in the province
work in design-related
careers, such as graphic,
industrial, systems,
interactive, fashion,
jewellery, furniture,
textile and product
design, as well as in
architecture, urban
planning, civil
engineering and
transport planning.

The Cape Craft and Design Institute (CCDI), which offers product, business and market support services to enterprises
registered with it, was formed over 12 years ago. From a low base of 63 craft enterprises with limited economic presence,
the craft and design sector has emerged as a vibrant, diverse and robust contributor to the city and province's economy and
culture. The CCDI now works with more than 4 500 craft and design enterprises, providing about 13 500 income opportunities
in the Western Cape.

These craft enterprises hand-make objects from textiles, ceramic, wood, beads, wire, glass, mosaic, metal, recycled material
and paper, and target the lifestyle, conference, gift, tourism and decor market segments. The low estimate of the economic
contribution of the craft sector in the Western Cape is between R400 million and R600 million per annum, concentrated
mainly in Cape Town, where the majority of craft enterprises are located.

In the 21st century, the lines between craft, design and art are increasingly blurred, as the various disciplines use each
other's skills, traditional materials, new technology and expressive languages. Artists, craft producers and designers could
be equally interested in the use of a three-dimensional printer and an ancient weaving technique. While up to two-thirds of
craft makers design their own products, they represent a very small portion of the design sector in the Western Cape. The

Fashion design Systems design
Industrial design
Mechanical engineering
Textile design

Furniture design

Designer-maker

DESIGN

INDUSTRY
Service design —— — Graphic design
Interaction design Web design
Game design

Bupyew adetd
N9is3q 1vi1veS

\
Architecture / Interior design / Urban planning / Production design / Civil engineering

Vase in Brazilian Pepper,
hand carved with ~ Source: CCDI, February 2014.

macadamia in black resin,
by Thys Carstens.

6 The employment multiplier for this sector is estimated at three job opportunities per enterprise.
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2012 Western Cape Design Strategy estimated that between 56 000 and 80 000 people in the province work in design-
related careers, such as graphic, industrial, systems, interactive, fashion, jewellery, furniture, textile and product design, as
well as in architecture, urban planning, civil engineering and transport planning. These are grouped, for the sake of clarity,
into the larger categories of product, communications, spatial, service and systems design, as illustrated in figure 37.

The economic contribution of the Western Cape design sector (including craft and designer-makers) is estimated at R13,4
billion per annum, while the South African design industry is estimated to contribute 2,82% to the country's GDP. United
Nations data suggest that creative industries worldwide grew at a rate of 14% per annum during the period 2000 to 2005.

8.2 Performance of the sector

With a mandate to support and enhance the economic contribution of the craft sector, the CCDI service offering has been
focused on the challenges facing craft enterprises, and it has adapted this support as the sector has matured. The CCDI has
captured data on participation in its support activities, and used this data to build up a more accurate picture of the sector.
Since 2002, creative enterprises have taken up 5 127 places at CCDI-facilitated business and creativity workshops. The craft
sector has also been a strong contributor to Cape Town's exports, with craft producers and designer-makers taking up over
2750 places at 169 trade and consumer shows, generating over R20 million in direct trade and orders. In 2012 in particular,
local and international sales and orders from CCDI-facilitated market platforms came in at just below R4,5 million.

Annual turnover

Although accurate turnover totals for the whole sector are not known, the CCDI's 2013 annual business survey estimated a
total of R73,5 million in annual turnover during 2013, nearly double that reported by a larger sample group during the 2012
survey. The highest profits and increases are concentrated in a few of the largest companies (10% of the total), while smaller
companies have reported smaller increases.

8.3 Business characteristics in the sector
Table 7 is extracted from the 2013 CCDI Annual Business Survey and provides an overview of the key characteristics of craft
and design enterprises in the Western Cape.

The craft and design sector in the Western Cape outperforms other provinces, with a continual stream of new entrants into
the sector as well as growth of existing businesses in the province. The stability and longevity of businesses appear to be
higher than the average of other small businesses (with 55% of craft and design businesses having been in business for
longer than three years). Skills levels in the sector are relatively high with 63% of individuals holding a diploma or degree,
suggesting that working in the craft and design sector is an active choice and not a case of necessity born from lack of skills.

Although many individuals work from home, they tend to be well connected to the market through access to information
technology. As the sector matures, more businesses are selling to retail outlets rather than directly to consumers, or are
opening their own retail outlets. This is contributing to a dynamic market and retail environmentin Cape Town. The increasing
formalisation of the sector can be seen in the higher number of business owners being able to draw a salary, a quarter of
businesses being registered for VAT, a third registered as exporters, a quarter having their own producer stores, and 82% of
craft businesses showing the same or a higher turnover than the previous year.
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The economic
contribution of the
Western Cape design
sector (including craft
and designer-makers) is
estimated at R13,4
billion per annum, while
the South African design
industry is estimated to
contribute 2,82% to the
country’s GDP.

Undulate wire stool by
Natalie du Toit of Indigi
Designs.
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Over the first year of the
jobs fund programme,
104 new, sustainable,
long-term jobs were
created, with turnover,
profits and production
volumes increasing and
more companies
successfully exporting.

Chair crafted from
synthetic material by
Haldane Martin.
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Indicators for CCDI membership at a glance

South African 85% Inbusiness ten years or longer 26%
Cape metropole 70%  Access to e-mail 53%
Cape Flats 39% Ownsa cellphone 90%
Eden district (next-largest area) 13%  Works from home 60%
40-60 years old 50% Has own store 25%
Younger than 35 34%  Employs 5-30 people 10%
Diploma/degree 63% VAT-registered 25%
Matric 24%  Exports products 29%
Female 71%  Accesses new clients 51%
Previously disadvantaged individuals (% of total) 46%  Gains access to new markets 45%
In business three years or longer 29%  Stability or an increase in annual turnover 82%

Table 7: Business survey results
Source: CCDI, February 2074.

The following five strong trends affect the sector:

e Theincreasing use of e-commerce and e-selling sites (requiring skill in digital technology)

e Anincrease in ‘conscious consumers' (who value slow production; handmade objects, and the conservative use of resources)

e The development of the small and medium enterprise (SME) sector as a job creator, with more young graduates and mid-
career professionals choosing this as a career

e The Industrial Policy Action Plan (IPAP) and NDP's focus on developing the manufacturing sector, value-adding processes
and local procurement

e The urgency to create work and career paths for young people, with World Design Capital 2014 providing an opportunity
to promote design careers to youth, sustainable practices to producers, and greater use of technology in business practices

8.4 Strategic interventions

The Western Cape Design Strategy

The Western Cape Department of Economic Development and Tourism has identified design as an important catalyst for
economic growth and socio-economic development in the province. It is the first provincial government in South Africa, and
indeed on the continent, to collaborate on the development of a design strategy aimed at embedding design in the economy
to unlock innovation, drive competitiveness and encourage the use of design across sectors, including the public sector. The
CCDI has been mandated to drive the implementation of the strategy along with key role players in the sector. With a
progressive regional and local government and a strong retail sector, Cape Town is a desirable, cosmopolitan, university-rich
location for the future growth of the craft and design sector.

The designation of Cape Town as World Design Capital 2014 brings a new and exciting phase in the development of the
sector, with a number of projects being launched aimed at developing a better appreciation for the value of design in the
economy. These projects include the "Better Living” challenge, a catalytic project of the Western Cape Design Strategy (and
part of the Premier's Office’s "110% Green" initiative), which aims to stimulate the innovation and commercialisation of
affordable, eco-friendly solutions for the low-income home market.

Jobs fund programme

While craft and design is essentially a lifestyle and ‘luxury’ sector, the skill, passion, tenacity and longevity of individuals and
businesses have helped the sector ride the choppy waters of the past few years and survive the difficult economic conditions.
In this period, the sector has not shed jobs to the same extent as other sectors. While most of the support provided by the
CCDIto the sectorisin kind, over the past year, the CCDI has been managing a three-year R14,5 million jobs fund programme.
This programme assists 44 craft and design enterprises that are investing in their business infrastructure (equipment, new
products and systems), and aims to create 451 permanent jobs. Companies with a strong product and a demand for that
product, a distinctive brand and design identity and good growth prospects have benefitted most from the project and
associated funding. Over the first year of the project, 104 new, sustainable, long-term jobs were created, with turnover, profits
and production volumes increasing and more companies successfully exporting. The CCDI has also provided non-financial
support, such as business and life skills development, export advice and human resource assistance with managing an
increased number of staff. It is currently exploring how it can turn this experience into an ongoing service offering to the
4500 small businesses it supports in the craft and design sector.
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Infrastructure

Cape Town is home to South Africa’s second-busiest airport as well as its second-
busiest container handling seaport, and is connected to the rest of the country by
two major highways and an extensive railway network. These crucial transport
infrastructure assets enable Cape Town to act as a gateway to South Africa and to
the West Coast of Africa more broadly.
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The Port of Cape Town's
overall contribution to
the total number of
vessel arrivals in South
Africa in the fourth
quarter was 659 vessels -
22,8% of total vessels
docking at South African
ports.
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ape Town is often promoted as the gateway to South Africa, and to Africa more generally. This status is in part historically

derived from the use of Cape Town as a refreshment station for ships embarking on long voyages to the East, but is

currently sustained by the quality of the transport infrastructure that exists within the city, ensuring that Cape Town is
both globally and locally connected. Cape Town is home to South Africa’s second-busiest airport as well as the second-busiest
container port in the country. The city also benefits from two major national highways connecting it to the rest of the country,
as well as an extensive railway network. This section looks to provide some statistics relating to the performance of these
crucial transport infrastructure facilities on a quarterly basis.

9.1 Cape Town port movements

9.1.1 Volume of vessels

The total volume of vessels arriving in South African ports in the fourth quarter of 2013 decreased from 3 068 in the third
quarterto 2 892 in the fourth quarter of 2013 (a decrease of 176 vessels). The Port of Cape Town's overall contribution to the
total number of vessel arrivals in South Africa in the fourth quarter was 659 vessels (accounting for 22,8% of total vessels).
This represented a slight increase on the previous quarter's figure of 613 vessels (20% share), and also reflected a year-on-
year increase from the 625 vessels (22,3%) recorded in the fourth quarter of 2012. For the completed year 2013, the total
volume of vessels arriving in South African ports grew by 9,1% on the previous year's figures. Annual vessel movements grew
by 7,1% in the Port of Cape Town, by 6,4% in the Port of Saldanha, by 17,1% in the Port of Ngqura, and by 0,6% in the Port
of Durban. The low growth in vessel movements in the Port of Durban can be attributed to the port's constrained capacity.
Conversely, the substantial spare capacity of the Port of Ngqura, together with Transnet's promotion of the port, has resulted
in high growth in the number of vessels recorded there.

The Port of Saldanha, the closest port to the Port of Cape Town, sees far fewer vessel arrivals per month. This is because the
Port of Saldanha currently focuses on the shipment of bulk cargo, predominantly steel and iron ore, and does not currently
have container-handling facilities, thereby limiting the volume of vessels utilising the port. The average tonnage per vessel
handled at Saldanha, however, is substantially higher than that handled at the Port of Cape Town. On average, the Port of
Durban has more vessel movements than the Port of Cape Town, with the exception being in the peak fishing month of April.

Figure 38: Total number of vessels (January 2012 to December 2013)
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Source: Transnet, February 2014.

9.1.2 Cargo (gross tonnage) and container handling
In the fourth quarter of 2013, South African ports handled 54,8 million metric tonnes of cargo. This compares to 55,5 million
in the third quarter of 2013, and 53,7 million in the corresponding period in 2012.

Durban and Saldanha both experienced a decrease in cargo handling in the fourth quarter, while Cape Town experienced
an increase in cargo-handling activity from 0,94 million tonnes in the third quarter to 1 million tonnes in the fourth quarter
of 2013. There was also a slight year-on-year increase from the 0,96 million tonnes recorded in the fourth quarter of 2012.
Cape Town, however, does not have extensive cargo-handling facilities, nor is it considered a cargo-handling hub (unlike
Saldanha or Richards Bay), so the growth in cargo tonnage handled is off a very small base. The Port of Cape Town concentrates
more on container handling.
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Figure 39: Total containers handled (TEUs’) (January 2012 to December 2013)
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Source: Transnet, February 2014. Over the past year, the
Port of Cape Town has
The Port of Durban is South Africa’s main container-handling port, contributing more than half (60%) of the total containers  appeared to be losing
handled in South African ports in the fourth quarter of 2013. Although the Port of Cape Town is the second-busiest container- ~ some ground to the Port
handling port in the country, it handles far fewer containers than Durban, accounting for only 19% of all containers handled  of Ngqura, which has
in South African ports in the fourth quarter of 2013. recorded a large increase
Container trafficis very seasonal, as figure 39 indicates, so it is more meaningful to compare total containers handled over  in containers handled
the period of a year. Over this period (fourth quarter of 2013), the number of containers handled at the Port of Cape Town  and performed equally
has moderately increased from 198 204 containers handled in 2012 to 218 049 containers handled in 2013, which represents ~ well as the Port of Cape
growth of 10,0%. Town over the first two
Over the past year, the Port of Cape Town has appeared to be losing some ground to the Port of Ngqura, which has recorded  quarters of 2013.
a large increase in containers handled and performed equally well as the Port of Cape Town over the first two quarters of
2013, followed by a dip in the third quarter. While the number of containers handled at the Port of Ngqura in the fourth
quarter increased by 9% quarter-on-quarter, the port still handled significantly fewer containers in this period than the Port
of Cape Town (165 125 as compared to 218 049). Despite its moderate performance in the fourth quarter of 2013, the Port
of Ngqura, as a large, new and purpose-built port, may overtake the Port of Cape Town with regard to container handling in
the near future due to capacity constraints in the Port of Cape Town. As an indication of this, the number of containers handled
by the Port of Ngqura over the past year grew by a robust 38,2%, compared to a moderate 7,9% growth for the Port of Cape
Town. The annual growth rate for South African ports was 8,9%.

9.2 Cape Town airport statistics

9.2.1 Total passenger movements

Cape Town International Airport, voted the best airport in Africa in 2013 (SKYTRAX, 2013), is South Africa's second-busiest
airport and recorded 2,25 million total passenger movements in the fourth quarter of 2013, as compared to 4,89 million
passenger movements at OR Tambo and 1,14 million at King Shaka international airports during the same period. Total
passenger movements at Cape Town International for the fourth quarter of 2013 were slightly higher than in the fourth
quarter of 2012, when 2,22 million passenger movements were recorded. Similarly, OR Tambo International Airport recorded
anincrease in passenger numbers in the fourth quarter. In contrast, King Shaka International displayed a slight decrease in
passenger numbers for the fourth quarter. A quick analysis of figure 40 indicates the pronounced degree of seasonality in
Cape Town's passenger movements, while OR Tambo shows a more erratic distribution. This is reflective of Cape Town's
standing as a popular tourist destination, subject to seasonal tourism trends, and Johannesburg’s standing as the country's
foremost business destination, thereby subject to the more erratic nature of business trends.

7 ATEUis an inexact unit of cargo capacity, based on the volume of a 20-foot-long (6,1 m) container. There is a lack of standardisation with regard to height, ranging
between 4 feet 3 inches (1,30 m) and 9 feet 6 inches (2,90 m), with the most common height being 8 feet 6 inches (2,59 m). The forty-foot (12,2 m) or forty-five
foot (13,7 m) containers - the sizes most frequently used - are both defined as two TEU.
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The direct international
proportion of passenger
arrivals to Cape Town
International for the
fourth quarter of 2013
constituted 19% of the
airport's total passenger
arrivals. In contrast, in
the same period, OR
Tambo International’s
arrivals constituted 49%
of its total passenger
arrivals.
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Figure 40: Total passenger movements at South Africa's major airports (October 2011 to December 2013)
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9.2.2 International versus domestic arrivals for South Africa’s two busiest airports

The direct international proportion of passenger arrivals to Cape Town International for the fourth quarter of 2013 constituted
19% of the airport's total passenger arrivals. In contrast, in the same period, OR Tambo International’s arrivals constituted
49% of its total passenger arrivals. This reflects the fact that OR Tambo is operated by Airports Company South Africa (ACSA)
as the international airport hub for South Africa. While Cape Town International hosts 15 international airlines with 89
international flights a week, the figure for direct international arrivals highly underestimates total international tourist arrivals
to the city. This is because a large number of international tourists take advantage of the greater number of flight options to
Johannesburg by flying to OR Tambo first, thereafter connecting to Cape Town on a domestic flight.

Directinternational arrivals to Cape Town display a far greater seasonal pattern than international arrivals to Johannesburg,
with the summer months of December to March being the peak period. Cape Town's domestic arrivals, however, show far
more variation, with peaks and troughs dispersed throughout the year (clearly visible in figure 41). The total number of
arrivals at Cape Town International in the fourth quarter of 2013 increased by 0,8% year-on-year, with international arrivals
increasing by 10,8%, as this is the peak period for tourists visiting Cape Town.

Figure 41: A comparison of international and domestic passenger arrivals for Cape Town and OR Tambo airports
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Tourism developments

In an enduring global climate of relatively subdued economic performance,
tourism continues to outshine traditional economic sectors, posting growth rates
well in excess of economic growth rates. As an internationally renowned tourist
destination boasting iconic and world class tourist attractions, including a new
wonder of the world, Cape Town is well placed to take full advantage of the
vigorous global growth of the tourism industry.
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Buoyed by a tourism
recovery after earlier
political unrest in Egypt,
North Africa (6,2%) grew
its tourist arrivals faster
than sub-Saharan Africa
(5,2%), although the
latter accounted for the
larger share (62%
compared to 38%) of
tourist arrivals to the
continent.
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10.1 International tourism developments

The United Nations World Tourism Organisation's (UNWTO) World Tourism Barometer for January 2014 finds that the number
of global tourist arrivals for the completed year 2013 was a record 1087 million. This constituted a 52 million (or 5%) increase
in tourist arrivals from 2012, and led the UNWTO (2014) to describe 2013 as an “excellent year for tourism’, despite the
ongoing malaise in the world economy. Growth in arrivals was strongest (6,7%) in the first quarter of 2013, mainly because
the Easter holidays shifted from the second to the first quarter. The fourth quarter recorded the lowest arrivals growth rate at
3,8%. On a monthly basis, August, which is in the heart of the European summer holidays, recorded the largest absolute
number of tourist arrivals at 127 million.

In terms of regional performance, growth in international arrivals in 2013 was driven by strong arrivals growth of 5%
(equivalent to 29 million more arrivals) in the world's largest tourist region, Europe. Growth in tourist arrivals in Europe was
led by Central and Eastern Europe (6,9%) and Southern and Mediterranean Europe (6,1%). The Asia-Pacific region grew faster
(6%), but recorded less than half the arrivals recorded by Europe. In the Asia-Pacific region, growth was led by South-East
Asia (10%) and South Asia (5,3%). On the other end of the spectrum, the Americas experienced weaker-than-anticipated
tourist arrivals growth of 3,6% in 2013, weighed down by poor growth in the Caribbean (1,0%) and South America (2,4%).

After posting very high growth figures in the first half of the year, ongoing political unrest during the remainder of the
year ensured that tourist arrivals in the Middle East grew only marginally by 0,3% for the completed year. Tourist arrivals to
Africa, in contrast, grew by 5,6% in 2013. Buoyed by a tourism recovery after earlier political unrest in Egypt, North Africa
(6,2%) grew its tourist arrivals faster than sub-Saharan Africa (5,2%), although the latter accounted for the larger share (62%
compared to 38%) of tourist arrivals to the continent.

While tourist arrivals growth can be considered to be a demand-side analysis, it is also useful to understand which countries
supply the tourists. In recent years, tourism growth has been driven by emerging countries. More particularly, China was
again the world's largest outbound source market in 2013, increasing its tourist supply by 28%. Similarly high outbound
rates were recorded by Russia (26%) and Brazil (14%). Bolstered by the robust economic performance of these and other
emerging countries, as well as an expected advanced-economy recovery in 2014, the UNWTO forecast tourist arrivals growth
at between 4% and 4,5% for 2014.

10.2 South African tourism developments - tourist arrivals to South Africa

South Africa is the premier tourist destination in sub-Saharan Africa and, indeed, Africa as a whole. In October 2013, 794 494
foreign tourists visited South Africa. Tourist arrivals growth of only 1,2% year-on-year was however recorded for the period.
This was weighed down mainly by tourist arrivals from Africa (South Africa’s largest tourist source market), which declined by
1,1% year-on-year. In contrast, after a slow mid-year period, overseas tourist arrivals were buoyant in October 2013, recording
a growth rate of 6,6%. These trends would seem to be validated by the figures from Cape Town International Airport, which
showed a 10,8% year-on-year increase in international arrivals in the fourth quarter of 2013.

The relatively low total (Africa + overseas) growth in tourist arrivals to South Africa is seemingly out of sync with the arrival
growth figures recorded for sub-Saharan Africa by the UNWTO for October 2013 (4,4%). The low African figures, which are
the main drivers of a low overall growth rate, can in large part be attributed to the 22,9% decline in tourists from Lesotho.
The reasons for this decline are unclear, but it may involve business-related issues rather than leisure-related issues. South
Africa’s total arrivals growth in the first ten months of the year, as compared to the first ten months of the previous year, was
a healthy 4,0%, which compares more favourably with the sub-Saharan Africa figure for that period (5,2%).
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Dissecting arrivals from the overseas market, Europe is the country's biggest tourist source market, with 156 239 tourist
arrivals in October 2013, growing at 7,9% year-on-year. Within the European region, the UK, Germany and the Netherlands  Arrivals from Germany
were South Africa’s largest individual source markets. Arrivals from Germany (17,6%) and the Netherlands (6,3%) grew ~ (17,6%) and the
strongly, while the UK, South Africa's largest overseas tourist source market, recorded a slight decline (-0,6%) in tourists ~ Netherlands (6,3%) grew
visiting the country. Tourist arrivals from the USA, South Africa's third-largest source market in October 2013, amounted to ~ strongly, while the UK,
29 180 with a growth rate of 6,6%. South Africa’s largest

Strong growth in the European market, possibly fuelled by a mild economic recovery, was moderated somewhat by overseas tourist source
declining tourist volumes from some of South Africa's major emerging-country source markets. These countries have previously — market, recorded a slight
been the key contributors to arrivals growth in South Africa, with China, India and Brazil leading the way. In October 2013 decline (-0,6%) in tourists
(and in July), however, arrivals from all three countries dropped significantly year-on-year. While arrivals growth from these  visiting the country.
countries may have dipped in the last few months, they are still responsible for much of the growth in tourist arrivals to South
Africa for the period January to October 2013 as compared to January to October 2012. Tourist arrivals from China to South
Africa increased by 17,1% during this period.

South Africa needs to continue to target these countries as major tourist source markets in the future, as they continue
globally to be the world's fastest growing tourist source markets - a trend that s likely to continue as sustained high economic
growth rates raise income levels in these countries. At the same time, tourism promotion is a balancing act, as the country's
traditional tourist markets such as the UK need to be maintained, while the African leisure-tourism market needs to be more
intentionally exploited.

| International tourist arrivals to South Afria |

Total arrivals

Region October 2013 October 2012 % change % change Jan-Oct 2012 to

Jan-Oct 2013
Europe 156 239 144769 7,90% 6,20%
Russia 1018 1115 -8,70% 1,80%
North America 36234 34311 5,60% 4,40%
Central and South America 11196 10 822 3,50% 6,30%
Brazil 7121 7396 -3,70% 3,80%
Australasia 12 569 11638 8,00% 3,60%
Middle East 5570 5130 8,60% 3,10%
Asia 36572 35805 2,10% 9,10%
China 11084 11404 -2,80% 17,10%
India 8357 8600 -2,80% 5,30%
Overseas total 258380 242475 6,60% 6,10%
Africa 534242 540085 -1,10% 3,30%
Total 794 494 784 862 1,20% 4,00%

Table 8: International tourist arrivals to South Africa
Source: South Africa Tourism, February 2014.
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November outperforms
December in terms of
occupancy rates and
revenue per room
achieved, while the
highest occupancy rates
in December were
achieved by self-catering
establishments (77,8%).
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10.3 Cape Town's tourism developments

10.3.1 Tourism accommodation in Cape Town

Accommodation spend typically constitutes the largest portion of total visitor spend at a destination. Thus, it has the largest
downstream impacts on employment within the industry. As such, accommodation demand statistics provide an insightful
measure of the performance of the tourism industry within the city. The occupancy and revenue figures presented in table 9
were derived from a survey of 59 tourism accommodation establishments in the Cape Town metro area.

In line with the increase in tourist arrivals to South Africa in October 2013, occupancy rates at city accommodation
establishments in that month increased by 3,3 percentage points when compared to the previous year. Dissecting the statistics
presented in table 9 in greater detail, it is clear that occupancy rates tend to be higher in the warmer months of November
and December as compared to October. This increased demand is also matched by a substantial increase in room rates,
increasing from a low of R812 in October to a high of R1 336 in November. Interestingly, November outperforms December
in terms of occupancy rates and revenue per room achieved. This is counter-intuitive, but could be explained by the impact
of the quiet first two weeks of December as people await the school holidays and work closures later in the month. It may
also be that domestic tourists choose to stay with friends and family during December instead of booking into accommodation
establishments.

In terms of an occupancy breakdown by type of establishment, the highest occupancy rates in December were at self-
catering establishments (77,8%). The type of establishments that experienced the greatest increase in occupancy rates,
however, were bed-and-breakfasts (6,7%), while guesthouses experienced the largest increase in revenue per room (26,1%).
The highest occupancy rates in the city during the month of December were to be found in the southern suburbs (77,4%).

Income derived from tourist accommodation - South Africa

Indicator October November December Fourth-quarter average

2013 2012 2013 2012 2013 2012 2013 2012
Occupancy rate 59,90%  56,60%  78,70%  73,50%  67,60%  69,40%  68,73%  66,50%
Average room rate R812 R769 R1336 R1151 R1216 R1088 R1121 R1003
Revenue per room R486 R435 R1051 R846 R822 R754 R786 R678

Table 9: Income derived from tourist accommodation - South Africa
Source: Cape Town Tourism, February 2014.

10.3.2 Performance of Cape Town's top visitor attractions

For this section, visitor statistics for six major tourist attractions in Cape Town were reviewed. These six include the city’s most
popular tourist attractions for which visitor information is available, and encompass a diverse set of sights and sounds. The
six attractions are the world famous Table Mountain (specifically the cableway), Kirstenbosch Botanical Gardens, Boulders
Beach, Cape of Good Hope, the V&A Waterfront and Robben Island. Figure 42 indicates the cumulative number of visits by
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tourists to these six tourist attractions since January 2011. While all of these attractions are open to everyone - resident or
non-resident, domestic or international - they attract large proportions of tourists and, as such, are used in this section as a
proxy for tourism demand in Cape Town.

From the graph (figure 42 below), it is clear that the frequency of visits to Cape Town's top attractions is subject to
pronounced seasonality. The fourth quarter of 2013 shows a 41% increase quarter-on-quarter in number of visits to these
attractions. This typifies the seasonal nature of tourism activity in the city of Cape Town, as higher tourist volumes are
experienced in the summer months of November and December. Removing the impact of seasonality by comparing the
visitor statistics on an annual basis, the fourth quarter of 2013 indicates a 3,71% increase in visits over the corresponding
period of 2012.

It is important to note, however, that the visitor attraction data are strongly skewed by the V&A Waterfront. The V&A
contributes more than 86% of the total number of visits to the six attractions analysed for the period under review. This
includes a greater proportion of non-tourists than the other five attractions, and is possibly as representative of resident retail
trends as it is of tourism trends. If the V&A is removed, the number of visits to the five attractions decreases to 1097 364 in
the fourth quarter of 2013. The year-on-year growth rate in the fourth quarter for these five main attractions, however, remains
ata steady 2,94%.

Analysing the whole year's performance, the number of visits to the top six attractions grew by a healthy 7,38% from 2012
t0 2013. For the top five attractions excluding the V&A Waterfront, the growth rate for the year was 5,75%. The strong increase
in annual growth in visits, outstripping economic growth in 2013, is a testament to Cape Town's growing global tourist appeal.

Figure 42: Total visits to Cape Town's major (top six) tourist destinations (2011 to 2013)
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Source: Derived from Wesgro data, February 2014.
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Ranking of the most visited tourist attractions in Cape Town

Rank Q42013 Q32013 Q42012 Year-on-year Annual growth rate

growth rate % % (2012-2013)
V&A Waterfront 6781733 4955513 6531254 3,84% 7,63%
Table Mountain National Park: Cape of Good Hope 279 685 183169 271091 3.17% 7,21%
Table Mountain aerial cableway 278 631 112 548 279 699 -0,38% -1,49%
Kirstenbosch Gardens 223253 129 649 216288 3,22% 9,26%
Table Mountain National Park: Boulders Beach 209739 127 253 192 671 8,86% 14,02%
Robben Island Museum 106 056 66451 106 132 -0,07% -0,84%
Total 7879097 5574583 7597135 3,71% 7,38%

Most visited tourist destination in green field; second-most visited tourist destination in blue.

Strong year-on-year
growth rates were
recorded for Boulders
Beach, Kirstenbosch
Botanical Gardens and
the Cape of Good Hope.

Table 10: Ranking of the most visited tourist attractions in Cape Town
Source: Wesgro, February 2014; Robben Island Museum, February 2014.

10.3.3 Most visited tourist attractions

Table 10 indicates that (in terms of number of visits) the V&A Waterfront undisputedly outperforms any of the other major
tourist destinations in Cape Town. However, for reasons described above, a more accurate reflection of the performance of
major tourist attractions in Cape Town can be derived from the performance of the other five attractions. In this respect, Table
Mountain National Park: Cape of Good Hope managed to record the second-highest visitor numbers for the fourth quarter
of 2013 with 279 685 visits, while the Table Mountain aerial cableway recorded the third-highest number of visits (278 631).

Steady quarter-on-quarter annual growth rates were recorded for Boulders Beach (8,86%), Kirstenbosch Botanical Gardens
(3,22%) and Table Mountain National Park: Cape of Good Hope (3,17%). In contrast, the negative growth in the number of
visits to the Table Mountain aerial cableway (-0,38%) was attributed to gale-force winds in November, cutting operational
time by 12% year-on-year. Robben Island Museum experienced a negative growth rate of -0,07% in the fourth quarter. This
is a rather unexpected finding, considering that the passing of former president Nelson Mandela would have been expected
to generate increased interest in Robben Island and boost ticket sales. In response to the poor performance of the attraction
in December (due to repairs to its main ferry), Robben Island Museum has invited tenders for two new ferries. It is hoped
that this capacity increase will allow Robben Island Museum to better capitalise on continued strong tourist interest in this
iconic attraction.

From an annual perspective for 2013, strong year-on-year growth rates were recorded for Boulders Beach (14,02%),
Kirstenbosch Botanical Gardens (9,26%) and the Cape of Good Hope (7,21%). In contrast, the negative growth (-1,49%) in
the number of visits to the cableway was mostly attributable to its closure for maintenance in August. Figure 43 clearly reveals
the decline in visitors to the Table Mountain aerial cableway in the month of August as a result of this maintenance work. All
attractions are subject to strong seasonality, with peak visitor activity occurring in the period November to March. The lowest
visitor numbers occur during the period May to July, which are the Cape Town winter months.
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Figure 43: Total tourist visits to the top five tourist destinations of Cape Town (excluding the V&A Waterfront)
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Source: Derived from Wesgro data, February 2014.
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Building developments

Building development statistics are critical inputs in deriving gross domestic
product, and offer important insights into the levels of confidence in the national
economy. From the City’s perspective, building plans submitted and completed
are key indicators of the level of economic development in Cape Town.
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The construction industry
recorded a year-on-year
growth rate of 2,5%,
making it the second-
fastest growing industry
in South Africa on a year-
on-year basis.
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Building development statistics are key inputs in deriving the GDP for South Africa, and offer important insights into
the levels of confidence in the national economy. From the City's perspective, building plan submissions and building
plans completed are key indicators of the level of economic development occurring within the city.

This chapter focuses on building developments as recorded by the City of Cape Town for the fourth quarter of 2013.

11.1 Construction industry overview

Chapter 4 showed that output in the national construction industry grew by 3,1% quarter-on-quarter in the fourth quarter of
2013.The industry recorded a year-on-year growth rate of 2,5%, making it the second-fastest growing industry in South Africa
on a year-on-year basis. The Western Cape recorded a slightly lower quarterly growth rate in the construction industry (2,5%)
than the national growth rate in the industry, but the same year-on-year growth rate of 2,5%, suggesting a stronger long-
term performance by the construction sector within the province.

Figure 44: Building confidence
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Source: BER, February 2014b.

The performance of the construction industry in the fourth quarter s also largely reflected in the findings of the BER/FNB's
composite building confidence index. The index reveals the percentage of respondents, namely architects, quantity surveyors
and contractors and manufacturers of building material, who are satisfied or wary of the prevailing business conditions. The
index remained unchanged at a five-year high of 48 points in the fourth quarter, and was underpinned by increased
confidence in non-residential building. The outlook for the construction industry remains somewhat uncertain, as even though
building contractors’ confidence was recorded at a near six-year high, architects and quantity surveyors' confidence dipped
significantly. This may be a reflection on the broader political-economic conditions in the country, which may be undermining
investor confidence in the economy and could lead to less future investment in built developments.

Figure 45: Building plans submitted
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Source: City of Cape Town, Planning and Building Development, February 2014.
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11.2 Building plan applications in Cape Town

Building plans submitted to the City of Cape Town in the fourth quarter of 2013 increased by 5,1% compared to the previous
quarter. Figure 45, however, provides an annual comparison of the number of building plans submitted in each of the
quarters over the past three years. It clearly depicts the growth in the number of building plans submitted to the City in the
fourth quarter of 2013 as compared to the same period in 2012 and 2011. The year-on-year growth rate in the number of
building plans submitted in the fourth quarter of 2013 is 10,7%.

11.3 Building plans completed

While the number of building plans submitted is certainly an indicator of the growing confidence of key construction industry
stakeholders, and points to a more optimistic view of the future performance of the industry, it does not measure actual
increased activity in the construction industry within Cape Town. The better indicator of actual growth in the industry is the
number of building plans completed. Building plans completed represent actual construction activity in the fourth quarter,
as opposed to building plans submitted, which represent the anticipated level of construction activity in the future. While
building plan approvals must have a turnaround time of 30-60 days after submission, the completion of building work can
take up to five years after approval. The completion of building plans is reflective of the current economic climate within a
region. By measuring the actual work undertaken to complete a building plan, actual economic activity - including
employment and remuneration as well as spending on materials - is captured.

Building plans completed in the fourth quarter of 2013

Cape Town South Africa The value of building
Measure Number/value Year-on-yearchange  Number/value Year-on-yearchange Plans completed in Cape
Building plans completed 5985 2,20% N/A Nja  Townin the fourth

quarter amounted to

o o 5 0no o )
Value of building plans completed ~ R2 578 million 2,90%  R13 036 million 10,40% R2,6 billion, which
Table 11: Building plans completed in the fourth quarter of 2013 accounted for 19,8% of
Source: City of Cape Town; Stats SA, 2014. the total value (R13

billion) of building plans

Table 11 compares the number of completed building plans in Cape Town in the fourth quarter of 2013 to the numberof ~ completed in South
completed building plans in South Africa over the same period. The statistics presented in the table for Cape Town and South ~ Africa’s larger
Africa show further evidence of increasing confidence in the construction industry. municipalities.

The value of building plans completed in Cape Town in the fourth quarter amounted to R2,6 billion, which accounted for
19,8% of the total value (R13 billion) of building plans completed in South Africa’s larger municipalities. Following a bumper
third quarter of 2013, in which a year-on-year growth rate of 47,8% in building plans completed was recorded, the construction
industry in Cape Town struggled to keep up in the fourth quarter, posting a 2,9% decline in the value of completed building
plans, while South Africa recorded a 10,4% year-on-year increase in building plans completed. The decline was largely driven
by a 38,7% reduction in non-residential building plan completions after an exceptional growth rate of 68,2% in this category
in the third quarter. This contrasts with the BER's (2014b) nationwide building confidence index, which suggested that the
non-residential sector was driving increased confidence.

For the period January to December 2013, however, the value of building plans completed in the Western Cape grew by
42,5% and contributed 65% to the total national increase in the value of buildings completed in 2013. Alarge proportion of
the Western Cape's value of buildings completed can be expected to have been located in Cape Town. This outlines the degree
to which the construction industry in Cape Town has been at the forefront of the construction recovery in the country in 2013.
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