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Bryte Insurance, a proactive business risk specialist, today 
released its Construction Activity Monitor for the period 
ending December 2017. 

The Bryte Construction Activity Monitor analyses long-
term insured construction projects data within the South 
African market, as captured by Bryte Insurance, 
and provides a high-level overview of activity within the 
country’s construction sector. 

It also measures the change, on a quarterly basis, in 
insured construction projects undertaken by small, 
medium and large construction entities.

GROWTH IN INSURED CONSTRUCTION 
ACTIVITY NOTED IN 2017 WHEN 
COMPARED TO 2016

PEAK IN INSURED CONSTRUCTION 
ACTIVITY IN Q1 2017

ADVICE FOR CONSTRUCTION 
BUSINESSES TO SUPPORT GROWTH 
AND ECONOMIC PROGRESSION
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“As ‘one of the economic engines’ of the country, 
South Africa’s construction sector is an important 
gauge of the general financial health of the 
country. With so many sectors and industries 
dependent on the construction sector for its 
advancement, this Monitor recognises that 
inherent value and aims to interrogate some of the 
trends noted.

We launched our inaugural Monitor in October 
last year and this is an updated version which 
provides a much more concise view. It analyses 
an expanded timeframe but also includes 
reformulated parameters to look at the sector 
more closely rather than the extended value chain.  
Going forward, we aim to release the Monitor 
annually,” 

 Juan-Pierre Holmes, Head: Specialised Property Division at Bryte.

Construction activity trends to December 2017 
Graph 1: Gross construction value insured vs annual changes thereof

Graph 1 depicts gross value insured, expressed in annual frequency 
from January 2001 to December 2017. The series on the graph 
highlights changes over the 17-year period to provide a view of trends.
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The Bryte Construction Activity Monitor, expressed in rand value terms, reports an 
increase in insured construction activity in 2017 when compared to 2016; the value of 
2017 projects is estimated at R61bn while in 2016, this figure was R42bn. This is however 
substantially lower than the insured construction activity values recorded from 2006 to 2008 – a 
period during which infrastructure spend was markedly higher in preparation for the 2010 FIFA 
World Cup in South Africa. Projects included power generation projects, upgrades of airports, 
roads and stadiums, as well as the construction of new stadiums.

Graph 2: Gross construction value insured vs quarterly changes thereof

Looking specifically at 2017, a major spike in construction activity is reflected in Q1 and this is 
followed by a tapering in activity over successive quarters. Overall, 2017 activity during each 
quarter was greater than the corresponding periods in 2016. Increases of 50%, 45% and 61% 
are noted in Q1, Q2 and Q4 2017, respectively, when compared to the same periods in 2016.

In addition to general heightened construction activity (particularly within the mining sector), 
potentially supporting the growth in 2017 may have been rising inflation which translated into 
increases in labour and construction-related costs. Other factors that may have impacted 
increases include the heightened awareness around risks post the Southern Cape Fires and 
multiple extreme weather-related flooding incidents.

Within the broader South African context, a contradictory trend is noted with a slowdown in 
construction activity in 2017 when compared to 2016. Unfortunately, 2018 is not expected to 
fare much better in terms of the number of projects but actual costs will continue to climb due 
to currency fluctuations, high rates of borrowing and an all-time high petrol price – amongst 
others. Already, rising by 6%, Johannesburg has experienced the highest construction cost 
inflation on the continent in 2018.

“We are already seeing a tough 2018 with decreased government spending, low business 
confidence (exacerbated by corruption, policy uncertainty, labour challenges, etc.) and 
decreased foreign direct investment. While a major turnaround for the construction sector may 
not be on the cards, sustained growth is expected in successive years, which will be spurred by 
a continued, prudent focus on cost.

Graph 2 depicts gross value insured, expressed in quarterly frequency 
from January 2016 to December 2017. The series on the graph shows 
changes thereof.
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The need to proactively manage the construction business’ risk portfolio becomes increasingly 
important and insurers and brokers will maintain a vital role in this process. A review of 
current and future risks together with mitigation measures must be scrutinised and solutions 
reassessed. Equally, the business’ capacity to seamlessly and successfully incorporate 
innovative processes, practices and technologies should also be re-evaluated.

Overall efforts by government to stabilise the national economy is also a good sign for the 
progress across key sectors, including construction. The proposed budget of more than 
R800bn for public infrastructure development, which may not be as major as those seen 
before, will continue to be vital in igniting sustainable growth within the sector,” added Holmes.

Graph 4: Public-sector infrastructure spend
Graphic source: National Treasury

R800bn
More than R800bn 
proposed budget for 
public infrastructure 
development will 
continue to be vital in 
igniting sustainable 
growth within the sector
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In relation to GDP, The National Treasury’s public-sector infrastructure spend – which is the 
greatest funder of construction activity in the country – shows a declining trend since 2009.  
This trend remains constraining to the construction sector and lends itself to a need for greater 
private sector investment.  The muted construction activity is also depicted by the challenges 
facing construction companies, with many increasingly seeking consolidation within the sector.

With four of the top six large construction companies losing 50% – 75% of their share price in 
2017, and some losing in excess of 90% of their value as at June 2018, these alarming losses 
are likely to have brought about irreversible change as it may be too late for some key players.

Another trend is the diversifying focus of some medium to large construction sector players 
who are exploring opportunities that can supplement growth outside South Africa’s borders. 
This however comes with its own challenges which include the tightening of import and export 
of services, strengthening in regulatory governance in certain neighbouring countries and the 
shortage of technical skills.

90%
Some construction 
companies have lost in 
excess of 90% of their 
value as at June 2018
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Tips 

Elaborating on opportunities for the construction sector, Holmes, adds; “Investors will remain 
very circumspect. However, we are likely to see an increase in the number of smaller value 
construction projects over the coming years. This could potentially be due to government/
businesses looking to break down large-scale, complex construction projects into smaller 
undertakings that are less challenging to fi nance and manage. It could also be spurred by the 
need to better manage project delays (from approvals to execution) and facilitate shorter turn-
arounds.

“Government’s investment into renewable energy projects as part of the REIPPP programme 
and the ongoing focus on housing are some examples. The residential property construction 
market will also need to continue to grow substantially over the next decade to address the 
demands of a growing urban South African population, which is estimated to rise to 70% of the 
total population tally.”

Despite the anticipated decrease in large-scale insured activities, project values are expected to 
be higher (as outlined above) as well as the number of smaller scale projects. Gradual increases 
in confi dence within the sector (following a 17-year low in 2017), a stronger performing rand 
and greater investments into advanced technologies that drive process and cost effi  ciencies will 
contribute towards this trend.

Holmes shares his tips for 
construction businesses to 
support business and economic 
progression. “Businesses within 
the sector must focus on:

• Meaningfully integrating 
physical and digital 
technologies (which is 
the basis of the Fourth 
Industrial Revolution) is 
critically important and 
can be valuable across 
multiple functions within the 
construction sector. Adopting 
enabling technologies 
for operational and cost 
effi  ciencies could also be 
a key ingredient in aiding 
growth – regardless of how 
small the project may be.

• Seeking the expertise of a risk 
management professional 
to thoroughly map out 
exposures and present 
holistic solutions to plug 
these, can present immense 
long-term benefi ts. Some 
businesses are highly price 
sensitive however, the danger 
of seeking the lowest cost 
could be contending with 
costs that are multiples 
higher for uninsured/
underinsured projects – in 
the event of a claim – as well 
as the knock-on eff ects of 
the loss.

• Empowering the youth to 
address the increasingly 
apparent skills gap within 
the sector must also be a 
priority. On the job training 
and other skills development 
opportunities need to 
become more widely available 
to the future leaders of our 
country.”

“Despite the anticipated decrease in large-
scale insured activities, project values are 
expected to be higher”
Juan-Pierre Holmes, Head: Specialised Property Division
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