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View of the month… 

Dear Investor, 

The FTSE/JSE Africa All Share Index ended September on 51 949.83 points, a decline of 1.49% for the 
month. Continued volatility seems to be the theme for 2016 as the index finished in negative territory 4 
out of 9 months year to date, and for the second month in a row, and is now up only 2.48% since the 
beginning of the year. 
 
International equities were almost unchanged over the past week as the markets digested a rally in oil 
prices and an increase in concern over the health of Germany’s largest lender (Deutsche Bank). 
 
OPEC members agreed to the need for a production cap to help reduce a surplus in the global crude oil 
market. It is expected that production will be trimmed between 500,000 and 750,000 barrels per day to 
a level of 33.2 million barrels per day. This pushed the price of Brent Crude oil to $50 per barrel. 
 
The US Federal Reserve Board (Fed) continued its efforts to prepare the markets for an eventual hike in 
short-term interest rates. In a statement from the Federal Open Market Committee after the September 
meeting, the central bank expressed confidence in economic growth, but not enough to make a move 
this month. "The committee judges that the case for an increase in the federal funds rate has 
strengthened but decided, for the time being, to wait for further evidence of continued progress toward 
its objectives," the statement said. While there is a meeting in early November, markets widely expect 
the Fed to refrain from changing policy just days before a presidential election. Sub-par August retail 
sales and a dip in industrial production were widely viewed as allowing the Fed to hold rates steady in 
the months ahead, despite a mild uptick in consumer prices. The advance in the consumer price index 
(cpi) was led by medical costs and rents. 
 
The US Bureau of Economic Analysis revised economic growth for the second quarter slightly higher. 
Gross domestic product expanded by a revised 1.4%, up from an earlier 1.1% estimate. Early indications 
are that growth will pick up further in the third quarter, with estimates by the US Federal Reserve Banks 
of New York and Atlanta averaging 2.5% for the quarter that ended last week 
 
Despite the adoption by the European Central Bank (ECB) of negative deposit rates just over two years 
ago, and quantitative easing over a year ago, Eurozone inflation remained at extremely low levels. As at 
the end of August, year-on-year core consumer price inflation was reported at 0.8%, less than half the 
ECB’s target of 2%. 
 
In August, Chinese imports rose unexpectedly for the first time in nearly two years and exports fell less 
than feared, suggesting that the worst of the Chinese economic slowdown may be behind us. 
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Back home, the South African economy recorded a 3,3% growth in the second quarter of the year, and 
thus missed a technical recession. A report released by Statistics SA on Tuesday indicated that the 
turnaround was attributed to rebounds in the mining and manufacturing sectors. The agricultural sector 
is still in a deep recession, mainly because of the drought conditions in the country, which translates 
into higher food prices and has an adverse effect on the retail sector. 
 
The South African Reserve Bank (SARB) will increase its 2016 growth forecast after analysing the latest 
figures, but warns that it still expects a difficult third quarter. Inflation is expected to return to below the 
6% band towards the second half of 2017. The monetary policy committee (MPC) of the SARB decided 
to keep the repo rate unchanged at 7% at their meeting on 22 September.  
 
The above positive news on the local front combined with substantial inflows of currency into the local 
economy, especially with the conclusion of the SAB-InBev transaction, as well as the continued 
uncertainty around Brexit and also the Fed’s decision to hold US rates steady has all contributed to the 
recent strong Rand. As at 28 September, it was trading at levels around 3% stronger than a year ago 
against the USD and Euro, and up almost 17% against the GBP. The SA capital market yield is very 
attractive and attracts investment from foreign investors. 
 
What’s been happening at Vista Wealth Management? 
 
With continued market volatility and low returns planning for retirement becomes more difficult, and 
investors inevitably have to adjust their expecations about returns downwards. Even expecting to get 
double digit returns from a multi-asset high equity investment (typical balanced fund) is becoming 
extremely difficult. Vista Wealth Management recently attended an Investec Asset Management 
presentation and their view of long term asset class returns are as follows: 
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What is interesting to note is that not a single asset class is expected to return more than 10% (compare 
this to the historical long term return of 15% p.a. for the JSE All Share TRI) which in turn means that 
planning for, and reaching our retirement planning and savings goals becomes considerably more 
difficult. Given a specific goal, if growth expectations are adjusted lower, the only other way to achieve 
our goals are to either extend our time horizon, or to save more, in order to reach our objectives.  
 
What this highlights from a financial planning perspective though, is how important it is to have a plan 
and a strategy. As with anything in life, if you don’t have a goal you can’t measure your progress and 
success, and what adjustments you need to make in order to get there. So even in times when market 
returns are low and volatility is high, being able to measure if we are at reaching our goals is much 
better than “shooting from the hip” and hoping for the best. 
 
Beware the volatility! 
 

 
 
 
It is also important for investors to understand their investment strategy and how market uncertianty 
and the associated volatility is likely to impact their portfolios. Stick to the plan and avoid making 
decisions based on fear and emotion. Volatility has strong behavioural implications for investors, as 
behavioural biases are often amplified by market volatility. These emotional responses ironically 
reinforce the market’s movements, but if you have a plan and an associated strategy, these short-term 
episodes should not be anything more than a blip on your long-term investment radar. 
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Quote of the month: 
 
"Every once in a while, the market does something so stupid it takes your breath away." - Jim Cramer 
 
There are no sure bets in the world of investing; there is risk in everything. Be prepared for the ups and 
downs.  
 
 

Regards, 
Vista Wealth Management 

Magnus de Wet – 082 894 8654 

Rupert Giessing – 082 411 8887 

 

 

 

Indicators as at 3 October 2016: 
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