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View of the month… 

Dear Investor, 

The FTSE/JSE Africa All Share Index ended the month on 53 905.21, up 6.38% since the beginning of the 
year, and extending the gain for May to 1.79%. The index advanced for four months in a row, the 
longest such sequence since July 2014, where we had gains for 6 months in a row. 
 
Global equities rallied last week as the market digested the possibility of a rate hike from the US Federal 
Reserve at either its June or July meeting. The US economy grew slightly faster in the first quarter, 
economic growth was recorded at 0.8%, according to the bureau of Economic Analysis, and the outlook 
is a bit more robust, with growth estimates running around 2.5% for the second quarter. 
 
The euro-region economy grew slightly less than initially estimated in the first quarter of 2016, although 
momentum was still the fastest in a year. The region’s economy expanded by 0.5% in the first 3 months 
of the year, and economist estimate continued growth of between 1% and 1.5% for the year ahead. 
 
Statistics South Africa recently announced the inflation data for April. The headline consumer price 
index inflation increased at a slower pace of 6.2% in April 2016, i.e. from 6.3% in March 2016. Food and 
fuel prices were the main contributors to inflation. Of the monthly increase of 0.8%, food price increases 
accounted for 38%, while fuel price increases accounted for 50% (in the light of the higher Brent spot 
price and fuel levy).  
 
In response to the inflation data, South African Reserve Bank (SARB) Governor Lesetja Kganyago 
announced on 19 May that there would be no change in the repo rate. Kganyago noted that SARB’s 
monetary policy committee had raised the interest rate by 100 basis points since November last year 
and that the domestic economic growth continued to disappoint. The SARB had trimmed its growth 
forecast for 2016 down from 0.8% to 0.6%.  
 
Looking at the effect on consumers pockets, the prime lending rate is currently 10.5%, which equates to 
an increase of 13.1% since the SARB started increasing rates in July last year when it was at 9.25%. What 
this effectively means is that every south african that has a bond is now paying 13.1% more than they 
did in July last year. On the flip side, it does create better investment opportunities for investors looking 
to invest conservatively during times of uncertainty.  
 
The currency seems stable for now as all South Africans wait with bated breath to see what Standard 
and Poor’s is going to do on Friday when they announce their findings on the SA economy. 
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At Vista we’ve got divided opinions as to whether Standard and Poor’s will be downgrading us: 

Yes, we will be downgraded No, we will not be downgraded 

Our GDP growth has been very weak with a very low 
forecast growth 

Better working relationship between government and 
business 

Our current account deficit is big and the government 
budget is still high 

A downgrade will certainly cause a recession and can 
be compared to taking a sick patient out of hospital 

Political uncertainty with the damming state capturing 
allegations and potential arrest of the finance minister 

SA is not on a sudden decline into recession, but has 
rather been on this path for a while 

Populist measures implemented ahead of the local 
government elections will discourage investment 

More controlled government spending 

 

Let’s wait and see what happens on Friday! 
 
 

Quote of the month: 
"In investing, what is comfortable is rarely profitable." - Robert Arnott 
 
At times, you will have to step out of your comfort zone to realize significant gains. Know the boundaries 
of your comfort zone and practice stepping out of it in small doses. As much as you need to know the 
market, you need to know yourself too. Can you handle staying in when everyone else is jumping ship? 
Or getting out during the biggest rally of the century? There's no room for pride in this kind of self-
analysis. The best investment strategy can turn into the worst if you don't have the stomach to see it 
through. 
 
 

Regards, 
Vista Wealth Management 
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