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Abstracts
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BMI View: We continue to hold a positive outlook for the South African IT market in

2016 and beyond, over our forecast period to 2020. Nevertheless, the primary concern

is the heavy depreciation of the South African rand against the US dollar. Despite the

rally throughout the first months of 2015, the fundamental economic issues weighing on

the rand - infrastructure bottlenecks and strike action - remain intact, and we therefore

expect diminished demand for hardware to continue in 2016, before stabilising in 2017.

The strongest driver of growth in the IT market will be government spending via service

expansion and modernisation efforts. There is also growing interest in IT solutions by

SMEs looking to explore new sales and marketing channels, as well as to improve

operations efficiencies, offering new opportunities. These factors will see the software

and services segments outperform over the 2016-2020 forecast period.

Latest Updates And Industry Developments

Computer Hardware Sales: ZAR28.8bn in 2016 to ZAR35.7bn in 2020, a CAGR

of 5.6% in local currency terms. Rand depreciation represents downside risk by

squeezing household purchasing power, resulting in deferred purchases and

substitution for cheaper models in South Africa's import dependent market.

Software Sales: ZAR18.0bn in 2016 to ZAR26.0bn in 2020, a CAGR of 9.2% in

local currency terms. We believe the uptake of cloud-based software, which is

less susceptible to piracy and through more flexible pricing will deepen the

market to SMEs, will drive growth in software sales over the medium term.

IT Services Sales: ZAR31.2bn in 2016 to ZAR44.4bn in 2020, a CAGR of 9.4%

in local currency terms. IT services will be the outperforming IT market segment,
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with development of the business process outsourcing market and

public sector modernisation spending key drivers.
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