News Release

Embargoed until 0800 CAT (0600 UTC) 5 July 2023

Standard
Bank

Standard Bank Mozambique PMI™

Output growth hits one-year high in June

Key findings
Activity rises amid solid expansion in new orders

Inflationary pressures relatively muted

Employment increases for sixteenth month
running

June data pointed to a further modest improvement in
business conditions in Mozambique's private sector as the
first half of the year drew to a close. Success in securing
new customers led to a solid expansion in new orders, in
turn leading to a similarly-paced increase in activity.

Employment also rose, but purchasing activity dipped amid
funding difficulties. This was despite inflationary pressures
remaining relatively muted.

The headline figure derived from the survey is the Purchasing
Managers’ Index™ (PMI™). Readings above 50.0 signal an
improvement in business conditions on the previous month,
while readings below 50.0 show a deterioration.

The headline PMI posted 51.3 in June, up from 50.5 in May
and above the 50.0 no-change mark for the fifth successive
month. The index pointed to a modest strengthening in the
health of the private sector at the end of the second quarter.

The main positive from the latest survey was a solid and
accelerated rise in new orders. New business increased for
the fifth month running as a number of firms were reportedly
able to secure new customers.

In response to the expansion in new orders, companies
increased their business activity accordingly. Moreover,
the solid rise in output was the fastest for a year. Growth
of activity was seen across each of the five broad sectors
covered by the survey, and led by wholesale & retail.

Employment was also up in June, extending the current
sequence of job creation to 16 months. Although modest,
the latest increase was faster than that seen in May.

The expansion in staffing levels helped firms to keep on top
of workloads, despite rising inflows of new orders. In fact,
some panellists reported having been able to complete
all outstanding business during the month. Work-in-hand
decreased slightly, and for the fourth successive month.

Less positive was the picture for purchasing activity, which
was scaled back for the third month running amid some
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Sources: Standard Bank, S&P Global PMI.
Data were collected 12-27 June 2023.

Comment

Fausio Mussa, Chief Economist - Mozambique at
Standard Bank commented:

“The Standard Bank Mozambique PMI recorded a modest
recovery to the 51.3 level in Jun, from 50.5 in May. This
mainly reflects an acceleration in new orders and output,
with job creation recording a modest increase. There was
also a modest rise in output prices, suggesting muted
inflation pressures.

"Having printed above the 50-benchmark level, the Jun
PMI suggests that this economy continues to experience a
gradual recovery in economic activity.

"Despite adverse weather impact, monetary policy
tightening, intermittent FX liquidity and fiscal pressures,
Mozambique continues to display growth resilience. The
ramp up of production at Coral South Floating LNG platform
should boost extractive sector GDP this year.

"Per our Jun edition of the African Markets Revealed (AMR),
we note though that GDP growth outside extractives
remains softer than 2022 levels, due to tighter financing
conditions. Non-extractive GDP growth eased to 2.7% y/y in
Q17:23, from an average of 3.9% y/y in 2022.

"Should inflation continue to ease, we see the Banco de
Mogambique cutting policy rates by at least 200 bps during
H1:24, as we see year-end inflation at 8.6% y/y this year and
6.8%y/y at the end of 2024. This is consistent with our views
that GDP temporarily eases to 3.7% y/y this year, from 4.2%
y/y in 2022, accelerating towards 5.1% y/y in 2024 as LNG
investment advances.”
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reports of financing difficulties. In turn, stocks of purchases
were also down slightly following a rise in May.

Those firms that did purchase items during the month
benefitted from a marked shortening of delivery times. In fact,
supplier performance improved to the greatest extent since
May 2022. Among the factors causing lead times to shorten
were competition among suppliers, greater efficiency and a
desire to please customers.

Although purchase costs continued to rise in June, the rate
of inflation eased for the second month running and was the
softest since February.

Staff costs on the other hand increased at a faster pace
than in May, and one that was the joint-fastest in 2023 so
far. According to respondents, higher employee expenses
reflected rising staffing levels and salary increases.

Companies increased their selling prices for the second
month running, albeit at only a modest pace as some firms
offered discounts as part of efforts to generate new order
growth.

Confidence in the year-ahead outlook for activity improved
in June, with more than half of respondents optimistic.
Higher orders and staff hiring were predicted to keep output
growing.
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Survey methodology

The Standard Bank Mozambique PMI™ is compiled by S&P Global from responses to
questionnaires sent to purchasing managers in a panel of around 400 private sector companies.
The panel is stratified by detailed sector and company workforce size, based on contributions to
GDP. The sectors covered by the survey include agriculture, mining, manufacturing, construction,
wholesale, retail and services. Data were first collected March 2015.

Survey responses are collected in the second half of each month and indicate the direction of
change compared to the previous month. A diffusion index is calculated for each survey variable.
The index is the sum of the percentage of ‘higher’ responses and half the percentage of ‘unchanged’
responses. The indices vary between 0 and 100, with a reading above 50 indicating an overall
increase compared to the previous month, and below 50 an overall decrease. The indices are then
seasonally adjusted.

The headline figure is the Purchasing Managers’ Index™ (PMI). The PMI is a weighted average of
the following five indices: New Orders (30%), Output (25%), Employment (20%), Suppliers’ Delivery
Times (15%) and Stocks of Purchases (10%). For the PMI calculation the Suppliers’ Delivery Times
Index is inverted so that it moves in a comparable direction to the other indices.

Underlying survey data are not revised after publication, but seasonal adjustment factors may be
revised from time to time as appropriate which will affect the seasonally adjusted data series.

For further information on the PMI survey methodology, please contact economics@ihsmarkit.com.

About PMI

Purchasing Managers’ Index™ (PMI™) surveys are now available for over 40 countries and also
for key regions including the eurozone. They are the most closely watched business surveys in
the world, favoured by central banks, financial markets and business decision makers for their
ability to provide up-to-date, accurate and often unique monthly indicators of economic trends.
ihsmarkit.com/products/pmi.html

Disclaimer

About Standard Bank

Standard Bank is established in Mozambique since 1894, actively participating in the
development of the country by financing the national economy and placing its vast expertise
in the areas of energy, infrastructure and mineral resources available to the national business
community and in attracting foreign investment.

Over the past five years, Standard Bank has invested more than US 200 million in credit
lines for infrastructure projects for the transport of coal, storage of liquid fuels, expansion and
construction of airports and roads, as well as projects in the areas of telecommunications and
mineral resources.

Standard Bank is a solid and profitable bank with branches in all of the country's provinces
and a wide range of products and services for large, small and medium-sized businesses and
individuals. The bank reverts part of its profits to the communities where it is inserted, through
the implementation of social projects in the areas of health, education and sports.

Member of the Standard Bank Group, the largest African bank in terms of geographic dispersion,
results and assets, with presence in 20 countries on the African continent, as well as 6 global
financial centres, Standard Bank Mozambique has the financial and human resources to serve
and connect clients throughout world.

www.standardbank.co.mz

About S&P Global

S&P Global (NYSE: SPGI) S&P Global provides essential intelligence. We enable governments,
businesses and individuals with the right data, expertise and connected technology so that
they can make decisions with conviction. From helping our customers assess new investments
to guiding them through ESG and energy transition across supply chains, we unlock new
opportunities, solve challenges and accelerate progress for the world.

We are widely sought after by many of the world’s leading organizations to provide credit
ratings, benchmarks, analytics and workflow solutions in the global capital, commodity and
automotive markets. With every one of our offerings, we help the world’s leading organizations
plan for tomorrow, today. www.spglobal.com

The intellectual property rights to the data provided herein are owned by or licensed to S&P Global and/or its affiliates. Any unauthorised use, including but not limited to copying, distributing,
transmitting or otherwise of any data appearing is not permitted without S&P Global’s prior consent. S&P Global shall not have any liability, duty or obligation for or relating to the content or information
(“data”) contained herein, any errors, inaccuracies, omissions or delays in the data, or for any actions taken in reliance thereon. In no event shall S&P Global be liable for any special, incidental, or
consequential damages, arising out of the use of the data. Purchasing Managers’ Index™ and PMI™ are either registered trade marks of Markit Economics Limited or licensed to Markit Economics
Limited and/or its affiliates.

This Content was published by S&P Global Market Intelligence and not by S&P Global Ratings, which is a separately managed division of S&P Global. Reproduction of any information, data or material,
including ratings (“Content”) in any form is prohibited except with the prior written permission of the relevant party. Such party, its affiliates and suppliers (“Content Providers”) do not guarantee the
accuracy, adequacy, completeness, timeliness or availability of any Content and are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, or for the results
obtained from the use of such Content. In no event shall Content Providers be liable for any damages, costs, expenses, legal fees, or losses (including lost income or lost profit and opportunity costs)
in connection with any use of the Content.
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