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Market Commentary
October was an exceptionally good month especially
for Equities. The local JSE hit a new record high level

December Holidays
•••

and international markets also performed well.
Much of the local performance can be ascribed to the
weaker currency rather than an improved economic
outlook.

The currency weakness was triggered

following the medium-term budget policy speech – the
outlook presented was worse than expected especially

Reichtec offices will officially close at lunchtime on
Friday 15 December and will re-open on Monday 8
January 2018. I will however be around during this
period and should have full access to email and
internet over this period.

the shortfall in tax revenue which will increase the

I will try to respond to any queries and transaction

future government borrowing requirements.

requests as quickly as possible but please

The past 3 years have seen the JSE moving largely
sideways (see chart below) which has been a drag on

understand if you do not get an immediate
response.

all portfolios. The recent performance was certainly

I would like to take this opportunity to thank all

not predicted and once again serves as a reminder not

clients once again for your support over this year.

to panic and try to “guess” the future.

It has certainly been another tough year with
regards economic and political news, however the
past couple of months have rewarded investors for
their patience through the difficult times.
All the best for the festive season and the New
Year. Please take care especially if you are
travelling on the roads over this period.
Mark and Sunitha

Industry statistics show that many investors have
become disillusioned and switched to income-type
funds over the past year. It can be difficult to remain
invested when you see you could have been better off
in the Money Market than equities over 2 years. This
once again highlights the problem of looking at shortterm past performance when investing rather than just
sticking to a strategy.

2017 Looking towards 2018
It is hard to believe that we are rapidly closing in on the

demand for imported goods due to the struggling local

end of 2017 and looking ahead to 2018. It seems like

economy.

just yesterday that all the news was about Brexit and
the election of Donald Trump – and both these events
happened in 2016.

Just across the border in Zimbabwe we have seen a
change in leader for the first time in 37 years as Robert
Mugabe has finally been removed from power. It will

As mentioned, the local economy continues to struggle

certainly be interesting to see how this develops but

to grow, with “real” GDP growth only around 0,5%

there seems to be a wave of hope across the border.

(lower than the population growth). The main reason
is the uncertainty regarding government policy which
has led to less investment from the private sector.

Further afield, Donald Trump seems to be becoming
more and more unpopular. He has failed to deliver on
most of his election promises and is under pressure

While the ANC elective conference in December may

both locally as well as internationally with a number of

provide some clarity with regards South African

unpopular decisions (and tweets).

politics there can be little doubt that the ANC has lost
significant support and is a party in conflict with itself.

The good news is that while most economies are
growing at a reasonable pace inflation remains under

The budget in February is likely to see measures put in

control globally. This is the “goldilocks” scenario of

place to try to increase tax revenue. Realistically the

not too hot and not too cold…..

only measure which is likely to have any significant
impact would be an increase in the VAT rate but this is
also the most politically sensitive tax.
The next ratings agency decision is expected later today

In summary, for 2018 expect the following:
•
•

(24 Nov) and given the picture presented in the
medium-term budget speech there is a very good
chance that there will be a downgrade to “Junk” status.
The only hope at the moment is that the ratings
agencies adopt a “wait-and-see” approach looking
forward to the ANC elective conference but the market
seems to have “priced-in” a downgrade already.
It is not all doom and gloom however. A year ago the
country was experiencing tremendous food price
inflation due to the country-wide drought.

2017

rainfall was good (everywhere except in the Cape
which is in severe danger) and SA had a record maize
crop.
The current account (exports vs imports) has also
improved significantly through a combination of
higher commodity prices (good for exports) and lower

•
•

There will be volatility
The Rand will weaken and it will strengthen unfortunately I don’t know which will happen
first and by how much…
Markets will go up and they will go down
The only way to be prepared is to ensure you
have a diversified portfolio and don’t worry
about short term changes.

