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What lies ahead”?

Charleen Clarke

Yay! Given the fact that our industry - the over 3 500 kg

Gross Vehicle Mass (GVM) market - only managed

18 934 unit sales last year, representing a 45.4% plunge from

2008 sales volumes, we're all glad 2009 is over. But what

does 2010 hold for the commercial vehicle industry? In true
FOCUS tradition, CHARLEEN CLARKE asked the captains of

industry to do some crystal-ball gazing

any South Africans expect
the 2010 FIFA World Cup to
magically cure our economic
woes, while the hospitality industry sees
the event as a mint. | hope neither party is
too disappointed. But what will happen to
the commercial vehicle industry this year?
Will we — like cur hospitality colleagues — be
eating caviar and quaffing champagne by

the end of Decaember’

Nicholas De Canha, marketing director
of Imperial Dahatsu, isn't cracking the
champagne just yet. “The bubble of
capital expenditure for the Waorld Cup will
soon burst, although some infrastructural
projects are continuing inte 2011. And
interest rates aren't likely to fall; Australia
is already on an upward cycle, in fact.
Interest rates in South Africa may also
go up as a result of power price hikes
and large wage settlement agreements.
Howeaver, the exchange rate is expected
to remain stable, which is good news for
inflation,” he maintains.

De Canha points out that commercial
vehicle sales are maost strongly linked to
gross fixed capital expenditure (GFCE),
which will decline this year. "On a more

positive front, however, this could be

offset by an overall improvement in trading
conditions.” And the end result of these
factors? “The light commercial vehicle
(LCV) sector could see small growth this
year — around 2% - but other commercial
vehicle sectors will probably decline,” says
De Canha.

Craig Wearing, general manager, DAF
Trucks SA, is slightly more upbeat, “At DAF
we anticipate a slow but steady recovery
of the South African financial market,
responding to and following international
market trends. Contributions by the different
market sectors to the overall economy may
change, creating new opportunities,” he
Says.
“Typically, it's been said that the
consumer market has not felt the full effect
of the recession and that the escalating
cost of basic commodities, maintenance of
infrastructure, fuel costs, and other elements
will have an influence,” he continues.
"‘Consumer pricing will have to be managed
with affordability in mind which means there
will be a continuous drive to manage the
value chain, its cost and more specifically
the efficiencies within, As transport is a
major cost contributor, transport companies

will increasingly look for elements Within
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vehicles that inherently have the means to

support these efficiencies.”

Jason Richardson, financial manager at DFM
Warrior, agrees with the above statements. "l
think 2010 will be a bit of a recovery year for
the truck market; all sectors of the commaercial
vehicle market will grow!” he tells FOCUS.
Explaining the reason for his optimism,
Richardson says that there is an ongoing
need for commercial vehicles. "A number
of companies held off in terms of replacing
vehicles last year. Their existing fleet is now a
yvear older and is due for replacement. Bearing
this in mind, we won't see a huge recovery
but | feel there will be an increase of about
0% year-on-year. This should continue for
the next three-to-four years to come,” he

predicts.

Econometrix consultant and FOCUS industry
correspondent, Frank Beeton, says that the
outlook for 2010 is "marginally more favourable”
than 2009. Locking back at last year, Beeton
points out that it is generally accepted that the
market was heavily influenced by extremely
stringent asset financing criteria applied by the
banking sector.

Having said that, Beeton notes that the
South African economy moved back into
positive growth territory during the third
qguarter of 2009, and is expected to remain
there through 2010,

He believes that a best-case scenario for
2010 would be year-on-year market growth
of around 20% in the over-

3 500 kg GVM
market. “We
could see final |
sales wvolumes

of shightly more

than 22 000 units, although this is likely to
be delivered in a somewhat erratic profile
influenced by the sales reporting of larger
multi-unit orders as they happen. There 15 a
distinct possibility that the market will enjoy its
main period of strength before mid-year,” he
tells FOCUS.

Oscar Rivoli, managing director of Fiat Group
Automobiles SA, is predicting an increase
of between 6% and 7% Iin the combined
passenger and LCV market. "Under normal
circumstances one would expect the LCV
market to experience higher growth than
passenger sales. But contraction in the
construction industry due to the winding
up of World Cup Soccer building activities
will impact somewhat on growth potential.
From a Fiat perspective, we expect to realise
the same market share as 2009. Having
said this, there are some segment-specific
opportunities. One of these is in the delivery
van segment, in which we envisage becoming
more competitive thanks to the availability of
additional models in Europe’s best-selling Fiat

Ducato van range,” Rivoli says.

Jacques Brent, vice-president of marketing,
sales and service at the Ford Motor Company
of Southern Africa, expects overall vehicle
market growth of between 5% and 7% this
yvear. “This is based on positive sentiment
around the 2010 Soccer World Cup and
also greater global economic stability. South

Africa is one of the few -

e

markets that has not started to see some
growth in month-on-month sales. Of course,
a lot of growth elsewhere was stimulated
by government incentive programmes in the
USA, Europe, Australla and the East,” he
points out.

Moving to the over-3 500 kg GVM market
specifically, Brent expects this to be flat
with “some swings between the medium
commercial wvehicle [(MCV) and heavy
commercial vehicle (HCV)/bus segments”,
Says Brent, "We foresee a 10% decline
in MCVs and a 7% growth in the HCW/
bus market. In fact, the bus segment is
ikely to be responsible for most growth:
specifically the roll-out of various city bus
projects and the demand for luxury coaches
ahead of the Soccer World Cup. Lower
MCV volumes will be due to a slow-down in
retail development following the late-2008
economic crash and its effect on distribution

vehicle requirements.”

General manager of vehicle sales at General

Motors South  Africa, Chase Hawkinsg,
anticipates a 5% improvement in the LCV
market. "We believe most infrastructure-
related purchases from a LCV perspective
have already taken place. The forward planning
required for FIFA would have dictated that
most infrastructure be completed ahead of
time. Any new reguirements would probably De
replacement purchasing. Some LCV sales may
be driven by a mild resurgence in consumer
demand for higher-opulence vehicles, such as

double cabs. We see this happening later in
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