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View of the month… 

Dear Investor, 

 
What does Brexit mean for financial markets?  
 
The decision by the United Kingdom to leave the European Union has reverberated around the world. 
British voters’ yes vote in the Brexit referendum means the UK will be severing ties with the EU in the 
next two years. Moreover, British Prime Minister David Cameron on Friday announced his resignation by 
October.  
 
Global markets felt the tremors of those decisions. Equity markets lost between 3% and 8% last Friday, 
wiping about $2.1 trillion in value. International banks and travel-related companies absorbed the brunt 
of the sell-off. Gold and gold-related companies rallied between 4% and 18% on the day. The pound fell 
by 11% against the US dollar, the biggest one-day loss since 1987. The rand also weakened as capital 
flowed to safe-haven asset. 
 
Ratings agencies indicated that the United Kingdom’s sovereign credit ratings could be downgraded 
because of the UK’s decision to leave the European Union. However, central banks made it clear they 
stand ready to provide liquidity to financial institutions amid volatile market conditions. It is expected 
that central banks will work together to suppress volatility. A rate cut by the Bank of England in July is 
increasingly likely, while the US Federal Reserve, as a result of the vote, is unlikely to hike short-term 
rates for the balance of the year.  
 
Global trade arrangements will not be affected for quite some time, given that negotiations will be 
drawn-out and complicated. But there are other important considerations. How will European leaders of 
the remaining 27 manage similar political discord in their own ranks, and what kind of reforms may be 
expected?  All of these factors lead to even more uncertainty, and if there’s one things markets don’t 
like, it’s uncertainty. 
 
Where does all of this leave us from an investment point of view? Expect volatility to continue in the 
coming weeks as markets come to terms with dealing with the unkown that is an EU without the UK. 
During times of uncertainty markets tend to overreact. Investors are generally better off not reacting to 
the outcome of the referendum over the short term. Over the longer term market fundamentals will 
drive investment returns. 
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But wait, there’s more… 
 
We tend to forget how quickly things move, just a couple of weeks ago everybody was talking about our 
possible downgrade. Standard and Poor’s gave us a reprieve for at least 6 months with a BBB minus 
rating and a negative outlook, one notch above non-investment grade. The reason why the S&P rating 
was important, is that they held us one level above junk status and would have been the first rating 
agency to downgrade South Africa to junk status. Fitch rating agency subsequently also kept their rating 
of South African debt unchanged and kept the outlook stable. All three the rating agencies have now 
kept our rating unchanged and gave South Africa a six months breather. The next round of rating 
reviews will be in December 2016. 
 
Other economic indicators were also released during the month. South Africa recorded a negative 
growth rate of 1.2% in the first quarter of 2016 according to the latest figures released by Stats SA. The 
mining sector recorded a negative growth of 18.1% and the agricultural sector lost 6.5%, placing these 
two sectors in a technical recession. The strongest performers in the first quarter were the finance, real 
estate and business services, which increased by 1.9%. Two successive negative quarters constitute a 
recession. 
 
Internationally, and before the Brexit result, the World Bank trimmed its global growth forecast to 2.4% 
from the 2.9% estimated in January due to stubbornly low commodity prices, sluggish demand in 
advanced economies, weak trade and diminishing capital flows. South Africa is expected to grow by 
0.6% according to the World Bank. 
 

What happenned at Vista during the month of June? 
 
The joint venture between Vista and TAXWISEonline365 Pty Ltd (TWO365) was the highlight for the 
month of June. TWO365 is a online tax services provider, specialising in individual income tax returns, 
compliance, query resolution and tax clearance certificates. It was founded in 1993 by Corné Struwig 
and specialises in online tax return services. The JV between Vista and TWO365 was best summarised by 
Rupert: “As with financial advice, people often under estimate the cost of not getting good tax 
advice/services. Our clients are ultimately the beneficiaries of this arrangement” 
Read our press release about this exciting initiative… 
 
Lastly, some more exciting news. As from July we’ll be writing articles for Finweek and will be discussing 
them on the CNBC Africa channel on the first Friday of every month! We’ll create hyperlinks to these 
articles and videos on the News and Media section of our website. Be sure to tune in on DSTV channel 
410 CNBC Africa, at 13:00 on Friday 8 July, for the Finweek Money Matters show. 
 
Quote of the month: 
 
"I will tell you how to become rich. Close the doors. Be fearful when others are greedy. Be greedy when 
others are fearful." - Warren Buffett 
 

Be prepared to invest in a down market and to "get out" in a soaring market.  
 
 
Regards, 
Vista Wealth Management 

 

http://www.accredinet.co.za
http://www.vistawealth.co.za/
http://www.taxwiseonline.co.za
http://vistawealth.co.za/wp-content/uploads/2016/06/Vista_Press_Release_TWO365_JV_20160624.pdf
http://vistawealth.co.za/news-and-media/


 
 

                                                                                        
 

Indicators as at 27 June 2016: 
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