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 Dear investor, 

The JSE ALSI was hammered during the last week of May, down 2.7% for the week, wiping out most of the 
gains it has made since the beginning of the month. On a slightly more positive note, it is still up 0.56% for 
the last 30 days, and 4.3% YTD. 
 
Local retailers are really starting to feel the pressure of the constantly declining economic climate. 
Food business Taste Holdings recorded a core EBITDA (Earnings before Interest, Taxes, Depreciation and 
Amortization) loss of R20.8m while last week, furniture retailer Lewis Group posted a 35.6% decline in 
headline earnings. 
 
Mr Price also reported its first-ever profit drop in 16 years as it posted a 10.4% fall in diluted headline 
earnings for the year. The company blames cabinet reshuffles, subsequent junk downgrades and "a lack of 
faith in the current political leadership's ability to set high standards of governance and deliver inclusive 
growth" as part of the problem.  
 
But interestingly, despite all the Zuma-inspired talk of radical economic transformation, global banking 
giant HSBC feels positive about South Africa, and the company says it is overweight on the local equity 
market. Bloomberg reports that shares preferred by HSBC analysts have the potential to gain an average of 
33 percent, based on the bank's price targets. Companies on the HSBC list include construction and 
engineering company Aveng, Northam Platinum, grocer Woolworths Holdings and media and internet 
giant and market favourite Naspers. 
 
The rand also had a tough time this week, closing down 1.29% for the last 7 days. But interestingly, even 
with all the political turmoil and junk status downgrades, our embattled currency is holding its own. It is 
still up 19% from the levels it was trading at a year ago, when it was trading at over R15.50 to the 
greenback.  
 
Speaking of downgrades… South Africa avoided a second downgrade in two months from Fitch Ratings 
Ltd. as the company left its assessment of the nation’s debt at the highest non-investment grade. 
The local- and foreign-currency ratings were affirmed at BB+, Fitch said on Thursday. The outlook on both 
assessments was kept at stable (which is at least a positive sign). 
 
The gold price is continuing its roller coaster ride since the beginning of the year, down 2% for the month 
of May, but still up 9% YTD. 
South Africa’s unemployment rose to its highest in 14 years in the first quarter as agriculture and 

 



informal sectors shed jobs and more people stopped looking for work, data showed on Thursday, in a sign 
the economy may be headed for recession. The unemployment rate climbed to 27.7% of the labour force 
in the first quarter, the highest since September 2003, from 26.5% in the last quarter of 2016. 
 
In June, motorists will receive a breather at the petrol pumps, following the Department of Energy's latest 
announcement on fuel prices. The price of all grades of petrol will decrease by 25c from next Wednesday, 
while the price of diesel will drop by 23c, the department said. The strengthening of the rand against the 
US dollar was cited as the main reason for the decrease. 
 
Another very interesting piece of news is that South African pension funds have cut their holdings in local 
government bonds to the lowest level in nearly 4-1/2 years because of political turbulence in the country, 
but foreign investors are proving less hesitant. Domestic pension funds have historically been the largest 
investors in South African government bonds, but National Treasury numbers show their share has fallen 
to 27.2% as of end April — the lowest since December 2012. 
 
Conversely, yield hungry foreign investors have been buying, according to data from the Johannesburg 
Stock Exchange, and now hold 39.4% of the bonds, which is the highest level on record. Clearly the 
appetite for yield outweighs the perceived risks associated with a junk status grading! 
 

What’s been happening abroad? 
 
Led by the United States, the international markets extended gains amid moderate global growth and 
restrained inflation data. All three major US indices set all-time highs. 
 
US president Donald Trump this week announced that the United States would withdraw from the Paris 
climate accord, saying he was elected to represent the citizens of Pittsburgh, not Paris. President Donald 
Trump’s decision to withdraw from the Paris Climate Accord came as little surprise though, given it was 
one of his main campaign promises. 
 
U.S. job growth slowed in May and employment gains in the prior two months were not as strong as 
previously reported, suggesting the labor market was losing momentum despite the unemployment rate 
falling to a 16-year low of 4.3 percent. Nonfarm payrolls increased 138,000 last month as the 
manufacturing, government and retail sectors lost jobs, the Labor Department said on Friday. The 
economy created 66,000 fewer jobs than previously reported in March and April. 
 
Unanswered questions about US fiscal stimulus and China's rapidly expanding borrowing are putting the 
future of Asia's economy in doubt, according to the International Monetary Fund. If the Federal Reserve 
raises interest rates faster than markets expect, the value of the dollar and the debt burden of Asian 
economies with much dollar-denominated debt could increase, says IMF Deputy Managing Director 
Mitsuhiro Furusawa. 
 
A surprise decision by the People's Bank of China to strengthen the renminbi in response to Moody's 
Investors Service's recent downgrade of its sovereign rating has boosted US dollar-renminbi futures trading 
at the Hong Kong Stock Exchange. Some market participants say that many onshore exporters left positions 
unhedged because they did not expect the dollar to fall against the renminbi, but are moving quickly to 
correct that. 
 
This week's European Central Bank meeting is widely expected to deliver an upbeat assessment on the 
eurozone's progress toward recovery, and there may even be an announcement that the process of 
ending its bond-buying scheme is in sight. However, the process will involve a number of contentious 
issues, particularly the timing of any interest-rate rise. 
 

Quote of the month: 
 
“Markets can remain irrational longer than you can remain solvent.” John Maynard Keynes 
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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 
 

 

   
 

 

 

 

 

 A representative under supervision of Accredinet Financial Solutions, an authorised Financial Services Provider, Licence No. 8933 
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