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South Africa: Africa’s export hub 

Will South Africa remain the export hub for the continent? 

The market has long played an important role as a cost-efficient production hub on 
the African continent, shipping finished vehicles to the Asian-Pacific region and 
elsewhere. Can the market retain this position, or is change afoot in Africa? 
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A brief look back 

Since the turn of the millennium, select African 
countries have gained independence and enjoyed 
economics stabilization with an average GDP growth 
of 4.5% per year. The automotive market has lagged 
behind the economic expansion though, as per-capita 
income is still relatively low. As such, demand for 
vehicles has been primarily satisfied by a robust used 
car market throughout Africa. However, as household 
incomes expand with the strong growth in local 
markets, a growing middle-class population should 
help drive an increase in the demand for new light 
vehicles. This should, in turn, accelerate expansion of 
local assembly in Africa, especially with strong 
incentives for automakers to build their products 
domestically through the introduction of import 
duties. These factors all contributed to the growth of 
the assembly topline throughout the forecast window. 
Light vehicle production in Africa is expected to 
increase from about one million vehicles produced in 
2015 to a total production of 1.45 million vehicles by 
2022 for an annual growth rate of 5.5 percent. 

Leading Africa in terms of vehicle production is South 
Africa, producing 584,000 light vehicles annually with 
a projected 2.4% growth rate through 2022. This 

means the South African market currently accounts for 
more than half of the greater continent’s automotive 
production. However, as other markets gain economic 
footing, South Africa’s share is expected to contract. 
Indeed, Nigeria is forecasted to nearly triple its light 
vehicle production from 2015 to 2022. 

Exports for expansion 

As part of its automotive industry strategy, South 
Africa has implemented a “Production and 
Development Program” (APDP) with a stated goal of 
doubling the number of vehicles produced to around 
one million vehicles per year by 2020. To achieve this, 
exports will need to play a significant role. In 2015, 
54.2% of South Africa’s production were tagged for 
export to 85 different destinations, including the US, 
UK, Japan, and as far as Australia. While exports to 
the US and Japan, both among the leading export 
destinations, are expected to level off going forward, 
the UK presents a unique opportunity given recent 
trade flow uncertainties. Driving the importance of 
exports is the current decline in sales due to rising 
inflation and interest rates that have deterred potential 
buyers from big-ticket purchases. However, given the 
still-strong economy and growing middle class, 
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domestic sales are still a viable conduit for growth in 
the mid to long term.  

Other opportunities for growth and expansion lie 
within South Africa’s developing trade relationship 
with Brazil. Though South America’s largest market is 
currently experiencing a deep recession, an eventual 
recovery in 2018 and beyond should translate into a 
rebound in sales. European markets beyond the UK 
also hold promise for South Africa, with steady gains 
across several markets, including France with a growth 
rate per year of 32.6% followed by Germany with 29% 
between 2014 and 2015.  

By the numbers 

Taking a look underneath the topline, the segment mix 
in South Africa has favoured C-segment cars, but at a 
steadily declining rate since 2012. By 2022, this 
segment is expected to be among the lowest in 
production volume. Emerging as the new reigning 
segment is the large E segment. 

Despite the fact that cars will remain the more 
prevalent vehicle type across the African continent, the 
share of car production in South Africa is projected to 
decrease in the next years. This phenomenon can be 
attributed at least in part to the stoppage of production 
of the BMW 3-Series in 2018. Despite the launch of 
production of other models including the VW Jetta, 

the gap left by the outgoing 3-Series won’t be closed. 
Emerging in this wake will likely be production of 
pick-up trucks including the start of production for the 
Nissan Navarra as well as increases in existing mid-
sized pick-ups. And in line with the rest of the world in 
terms of segment popularity, SUVs have grown 
markedly in production volume, especially for the right 
hand drive export markets such as Australia, UK and 
Japan.  

Reality check 

As the South African market continues to strive for an 
increased role in automotive production, efficiencies 
related to optimized manufacturing practices have 
been gained. Ultimately, local consumers should reap 
the benefits as they translate into greater affordability 
in the long run. The challenge for the local market will 
be to continue gaining said efficiencies while 
weathering economic and political uncertainties, 
including but not limited to currency volatility, 
development of a growing supplier base, and filling 
jobs for highly skilled labor. If South Africa can 
continue to rise to the occasion, the market is expected 
to maintain its position amidst the rapidly changing 
backdrop of the African automotive landscape.  

To continue this conversation and find additional 
information on PwC’s automotive capabilities, please 
visit pwc.com/auto. 
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