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 Dear investor, 

It is hard to believe that the first two months of 2017 is already behind us. February is always a month of much 
political and financial activity in South Africa with the annual State of the Nation address and the budget 
speech. Unfortunately it’s mostly not good news and the market has not reacted too well. 

Almost all the gains that the all-share index (ALSI) made in January (4.2%) were wiped out in February, with the 
index ending the month 3.1% down. The ALSI is up 6.7% over the last 12 months, with much of the growth 
driven by the resources sector, with that sector being up 20.8% over the last 12 months. Mediocre local returns 
are in stark contrast to the global economy, with most indices having returned over 20% over the last year.  

The annual consumer price inflation was 6.6% in January 2017, down from 6.8% in December 2016, Statistics 
South Africa announced. Food and non-alcoholic beverages increased 11.4% year-on-year mainly because of 
drought conditions. These products contribute 22% of the basket of goods measured.  

South Africa’s unemployment rate in the fourth quarter of last year retreated from its highest in 13 years as key 
sectors hired more workers. Unemployment stood at 26.5% of the labour force in the fourth quarter, down 
from 27.1% in the third quarter.  

This positive news, together with continued political upheaval surrounding the Trump administration and the 
impending Brexit in Europe, supported the rand. The currency is now trading at 17 month highs against the 
USD, having strengthened 3% against the dollar, and 4.1% against the pound and euro respectively in January.  

The stronger currency will have a positive impact on inflation figures, and with a better agricultural outlook, we 
can expect lower inflation figures in the second half of the year. This could pave the way for possible rate cuts. 

Following the many disruptions of President Jacob Zuma’s State of the Nation Address in parliament, the 
president managed to focus on the following: The economy will grow by 1.3%, that after an estimated growth 
of only 0,5% in 2016. An agreement was reached on a new national minimum wage to the amount of R3 500 
per month. The land expropriation will be referred back to parliament for review to comply with the provisions 
of the Constitution. Zuma noted that nearly 17 million people receive social grants. Further support will be 
rendered to students at higher education institutions, while government is working hard to ensure increased 
bulk water supply, Zuma said. 

Since we’ve already communicated the high (low) lights of the annual budget proposals last week, we won’t be 
going into more detail in this newsletter. Suffice to say that finance minister Pravin Gordhan presented an 
aggressive budget targeting the higher income groups in order to generate the additional R28 billion required 
to balance the government’s books. This is the first time since 1994 that the debt-to-gross domestic product 
(GDP) will breach the 50% mark.  

 



What’s been happing internationally? 
Athens is the focus of many Greeks this week. The country’s finance minister Euclid Tsakalotos and the energy 
minister George Stathakis, along with their advisers, have been meeting with experts from the European Union, 
the International Monetary Fund, the European Central Bank and the ESM eurozone bailout fund. Under 
discussion are the economic reforms the Greek government must make to keep bailout funds flowing. Without 
those loans Greece will go bankrupt. It needs the latest tranche of bailout cash to meet seven billion euros of 
new debt payments in July or risk defaulting on its loans. 

Populist French presidential candidate Marine Le Pen formally kicked off her campaign last week, laying out her 
economic agenda. Le Pen called for France to pull out of the Eurozone, reintroducing the franc and drastically 
curbing immigration. 

Over in China, the government announced that its foreign exchange reserves slipped below $3 trillion in 
January. Beijing was selling down reserve assets for the past 18 months in an effort to curb capital outflows 
from the Chinese mainland. 

After a run of strong economic data from the United States, hopes intensified that the recovery period 
underway since late 2016 would prove more durable than the four prior upturns. Markets expect the US 
Federal Reserve (Fed) to hike rates in the first half of 2017, perhaps as soon as the next meeting of the Fed’s 
rate-setting committee. In congressional testimony the past week, Fed chair Janet Yellen said it would be risky 
to wait too long to raise interest rates and that the committee would consider hiking rates in coming meetings. 

With 75% of S&P 500 companies having reported, aggregate earnings are up 5.2% year-on- year, while revenues 
have grown 4.3%. If these trends hold up, the fourth quarter of 2016 will be the first time in two years that 
companies will have generated positive earnings for two straight quarters, supporting the notion that the 
recovery in the US is on track. 

 

What else is happening at Vista Wealth Management? 
In case you missed our February Finweek/Fin24 contribution, looking at the advantages of saving through tax 
efficient vehicles like retirement annuities and tax-free investments, you can do some catch up reading here. 
 

Quote of the month: 
"Know what you own, and know why you own it." - Peter Lynch 
 
Do your homework before making a decision. And once you've made a decision, make sure to re-evaluate your 
portfolio on a timely basis. A wise holding today may not be a wise holding in the future 
 
Financial Indicators as at 27 February 2017: 

 

http://www.fin24.com/Finweek/Investment/does-the-taxman-help-you-save-for-retirement-20170223


 

 

 

 

 

 

 



 

 

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 
info@vistawealth.co.za 
www.vistawealth.co.za 

 

   
 

 

 

 

 

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

 
 

 

   

 

 

 

mailto:magnus@vistawealth.co.za
mailto:rupert@vistawealth.co.za
mailto:info@vistawealth.co.za
http://www.vistawealth.co.za/
https://web.facebook.com/VistaWealthManagement/
https://twitter.com/vistawealthsa
http://www.vistawealth.co.za/
http://www.vistawealth.co.za/
http://www.accredinet.co.za
http://www.taxwiseonline.co.za

