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 Dear investor,  

The rand reacted positively to the news that all charges against finance minister Pravin Gordhan were 
being dropped and ended the month trading around R13.49 against the US dollar, R16.45 against the 
British pound and R14.79 against the euro. 

A strong rand is however bad news for the big dual-listed shares, as they are worth less in rands if the 
currency strengthens and also earn less in the local unit if it is strong.  

The result was that the FTSE/JSE Africa All Share Index ended October on 50 590.08 points, a decline of 
2.62% for the month. This is the second month in a row that the index ended in negative territory and has 
now lost 4.1% in the last two months, wiping out all gains year to date, leaving the index virtually flat since 
the beginning of the year.  

Last week, our embattled finance minister delivered the medium-term budget policy statement (MTBPS). 
He highlighted the following points:  

Global growth slowed internationally, affecting investment and trade in developing economies. The South 
African growth rate for 2016 will be 0.5%, rising to 1.7% in 2017. This is lower than the 0.9% projected in 
the February 2016 budget. Resulting from weaker economic growth, revenue will be R23 billion less in the 
current fiscal year, which will have to be funded by unspecified taxes. We can expect new tax initiatives in 
the February 2017 budget to fund shortfalls.  

The government expenditure ceiling will stay in place and government is expected to spend R26 billion 
less. There have been some successes in cutting non-essential spending: consultant spending has been cut 
by 12.6%, while national departments have already reduced headcount through natural attrition to 2011 
levels, impacting positively on the wage bill. 

Government debt is expected to stabilise around 48% of the gross domestic product (GDP), while closing 
the budget deficit over a sensible time is a priority. As Treasury aims to run a primary surplus by next year, 
non-interest spending will be lower than revenue. Interest on debt may be negatively impacted by action 
from the rating agencies.  

Over the next three years, an additional R17 billion will be provided to support universities and students, in 
response to student demands. Infrastructure investments in energy, transport and telecommunication will 
amount to R900 billion over the next three years. 

Looking at other local news, Statistics South Africa announced that consumer inflation increased to 6.1% 
year on year in September, from 5.9% in August, suggesting policy makers will keep the benchmark repo 
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rate at 7% next month. Although food-price inflation is still the main culprit at 11.3% year on year, it is 
stabilising month on month. 

On the international front, the US employment figures for September was somewhat weaker than 
expected, but not weak enough to dent anticipation of a quarter-point hike in the federal funds target by 
the US Federal Reserve before the end of the year.  
 
Inflation in the United Kingdom rose 1% in September, the fastest annual rate in two years. Economists 
expect higher import costs resulting from the currency’s post-Brexit depreciation to underpin inflation in 
coming months. 
 
The European Central Bank left monetary policy unchanged at its 20 October meeting and did not extend 
its quantitative easing programme, which is scheduled to expire in March 2017. 
 
The Chinese economy continued to grow at an annual rate of 6.7% in the third quarter, unchanged from 
the prior two quarters. The economy appears to have stabilised after turbulence in late 2015, but 
economists worry that much of the growth is being driven by an unsustainable credit surge. 
 
On a different note, remember to fill up today! The price of 93 octane fuel will rise by 45 cents to R12.79 
tomorrow, while 95 octane will be up by 45 cents to R13.05 per litre in Gauteng. The diesel price will rise 
by 63 cents to R11.35 per litre. 
 
What’s been happening at Vista Wealth Management? 
 
With the Rand being back at levels seen last year before Nenegate (and 20% stronger against the Pound 
than a year ago) we are getting a lot of enquiries about offshore investing. We are a one stop shop for 
offshore investing, and if you want to understand more about the process and how we can help you, 
please click here. 
 
In case you missed our September Finweek/Fin24 contribution on share based loans, and you are 
interested in understanding how it works, you can do some catch up reading here. 
 
Quote of the month: 
 
“I buy on the assumption they could close the market the next day and not reopen it for five years” – 
Warren Buffet 
 
There are no free lunches (apart from diversification) when it comes to investing, and patience will be 
rewarded. Unless you really want to put a lot of time into trading, it’s advisable to only invest in assets you 
would be comfortable holding for the long term. This is less risky than constantly tinkering in response to 
predictions of short term changes in value and all the noise around investment markets. 
 
Financial Indicators as at 28 October 2016: 
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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 
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