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 Dear investor, 

With this being our first newsletter of 2017, we trust that you had an enjoyable break over December and 
that you are now fully back into the swing of things. We would like to wish you all the best for the rest of 
2017.  

With that being said, what a difference a year makes! Last year this time, the Rand was sitting at its 
weakest levels since 2001, and we were all panicking about what will happen with our embattled and 
volatile currency. Later on in this newsletter, we will be having a closer look at the Rand’s shenanigans over 
the last 12 months. 

So what else has been happening locally and abroad? 

The South African repo rate has remained at 7.0% since March 2016 and although consumer price inflation 
increased to 6.8% in December, the Monetary Policy Committee meeting of the South African Reserve 
Bank (SARB) decided to keep the benchmark interest rate on hold. It is widely speculated that the interest-
rate cycle has reached its peak and may even be lowered in the second half of the year. 

According to Statistics South Africa, inflation peaked at 6.8% in December 2016. This is 0.2% up from 6.6% 
reported for the previous month. Food prices increased the most in 2016, with price inflation for food and 
non-alcoholic beverages up by 11.7% for the year, increasing by 0.8% in December. The inflation outlook 
appears more positive following the good rain over most of South Africa and its expected favourable 
impact on food price inflation in 2017. 

The all-share index closed last week 0.84% stronger, continuing its strong run since the beginning of the 
year, with the resources index recording a massive 1.91% for the week. The industrial index and the 
financial index closed 0.57% and 0.20% up respectively. Financial stocks lost some value on Friday following 
rumours of the possible cabinet reshuffle. 

Over in the United States, the Trump administration took a series of executive actions in its first week in 
office. President Trump met with the CEOs of several manufacturing companies, including the Big Three 
automakers (Ford, GM, and Chrysler), and encouraged them to build new plants in the USA. Trump also 
met with union leaders. Foreign trade, much discussed by Trump, remains a major focus, with the new 
president this week threatening a 20% tax on Mexican imports. 

In his inaugural address, he called for the defending of US borders and rebuilding of infrastructure. Every 
decision, whether on trade, taxes or immigration, would be to benefit American workers and families, 
Trump said. While he expected other nations also to put their interests first, he said the United States 
would reinforce old alliances and build new ones. 

 



On Wednesday, the Dow Jones Industrial Average closed above the 20,000 mark for the first time in its 
120-year history. The average approached the mark several times in the weeks following the 2016 US 
elections before finally punching through on Wednesday, 25 January. 

The US economy will grow 2.3% this year and 2.5% in 2018, according to freshly revised International 
Monetary Fund forecasts. This should have a positive overflow for the global economy. It would be 
interesting to see if Trump could usher in the hoped-for revival of global growth. 

In the United Kingdom, the Supreme Court ruled that Prime Minister Theresa May had to give parliament 
a vote to initiate the triggering of Article 50 (Brexit). May said the ruling would not slow down the Brexit 
process and the bill to trigger the Article 50 exit was on track for the Brexit deadline of late March. 

Now, let’s get back to that discussion about the rand… 

A brief summary, the Rand is currently 17% stronger against the dollar than it was a year ago, and a 
whopping 27% stronger against the pound. Now who would have bet on that a year ago?  

                                                                                                              

 

But, we always get so caught up in the moment that we sometimes forget to take a step back and look at 
the bigger picture. 

This strengthening has happened due to various reasons of which we are not going to get into the details 
now. Suffice to say that history repeats itself and that the weaker levels we’ve seen before, we will see 
again, and probably worse. 

If we take a longer term view though, and we go back 5 years, we see that the Rand has weakened 6% 
against the pound, and 11% against the dollar, on an annualised basis.  
 

                                                                                                                                                                        



 
If we however take a much longer term view, and we go as far back as our data allows us (which is January 
1971) We see that on an annualised basis the Rand has weakened 5% against the pound, and 6% against 
the dollar. Also notice the spikes of severe “weakness” during times of crisis and uncertainty, caused by 
typical market overreaction, and then the subsequent strengthening below. The first one being the 9/11 
attacks in 2001, then the global financial crisis in 2008 and then most recently, Nenegate in December 
2015.  
 

 

 
What does this tell us? Well, it’s actually quite simple. The rand is an extremely volatile currency, and 
more importantly over the long term, it is also a depreciating currency.  

How does this affect one as an investor? (and please note that we say “investor” and not “speculator” as 
there is a big difference between the two) As the Rand is a depreciating currency over the long term one 
will benefit from this movement, but you will have to be disciplined and willing to ride the bumpy ride that 
is short term volatility.  

As an investor, one should not act in haste and out of panic, your offshore portfolio should be part of an 
overall investment strategy. The main reason for taking money offshore is for diversification purposes (we 
are only a small blip on the global economic radar) where you will then also benefit from long term rand 
depreciation, if history has taught us anything. It should not be to speculate and to try gain from short term 
volatility and temporary rand weakness. 

At Vista Wealth Management, we believe that a well-diversified portfolio should have between 40% and 
50% of the total portfolio value invested offshore. Taking into account the investor’s specific needs, 
circumstances and time horizon of course.  

What else is happening at Vista Wealth Management? 
 

 Does the tax man help you save for retirement? With tax year end just around the corner (28 
February), please remember that you can still open up or contribute to a tax efficient savings 
vehicle like a retirement annuity or a tax-free investment. There are numerous advantages to 
saving for retirement through these vehicles, get all the details here. 

 

 In case you missed our January Finweek/Fin24 contribution on listed property vs but-to-let 
property investment, you can do some catch up reading here. 

 
Quote of the month: 
 
“Whether markets are roaring ahead or stumbling off a cliff, good, solid advice is always needed to restrain 
the euphoria or soothe the panic attack” – John Bogle 
 
 

http://vistawealth.co.za/tax-year-end/
http://vistawealth.co.za/wp-content/uploads/2017/01/Finweek_BTL_vs_Listed_Property_Eng.pdf


Financial Indicators as at 30 January 2017: 

 

 

 

 



 

 

Regards, 

The Vista Wealth Management Team 
 
Magnus de Wet  082 894 8654 | magnus@vistawealth.co.za 
Rupert Giessing 082 411 8887 | rupert@vistawealth.co.za 
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