
The Globe     
    

     

 

 

Market Indicators 
 

Local News 

 Jacob Zuma’s cabinet reshuffle: 

o The end of March saw the Rand weaken by over 4% in a 
single day. The Rand was trading at a rate of 12.81 to the US 
Dollar on March 30th 2017 and closed at 13.43 on March 
31st 2017. The Rand has showed signs of improvement, 
trading at a rate of 13.10 as at May 16th 2017. 

o The JSE Top 40 Index remained flat due to a weaker Rand 
and lost 0.12 basis points. However, it has recovered to levels 
of 47 426.96. 

o South Africa was later downgraded to junk status by S&P, 
as well Fitch. This again had an effect on the Rand. 

 Net foreign selling of South African equities reached R6.6 billion in the past week. 

 Since the start of the year foreigners have sold a net -R41.99 billion of equities but bought R40.62 billion 
of bonds. 

 Manufacturing production fell in March by 0.6% month-on-month marking the third successive monthly 
decline. 

 Mining production grew strongly in March by 3.7% month-on-month, the fourth straight monthly 
increase, and by 15.5% year-on-year well above the 4.7% consensus forecast.  

 The benchmark R186 2025 SA Gilt yield is trading in a tight trading range of 8.5-9.0%. A break above 
9.0% is required for the yield to move decisively higher towards the 10.5% target level. 

 
International News 

 China’s economic activity indicators slowed in April. Industrial production growth decreased to 6.5% 
year-on-year from 7.6% in March and 6.7% in the first quarter (Q1). Consumer price inflation (CPI) 
accelerated to 1.2% year-on-year in April, up from 0.9% in March and 0.8% in February. The pick-up in 
inflation is despite the sharp 3.5% fall in food price inflation.  

 Producer price inflation (PPI) increased in April by 0.2%, well above the -0.1% consensus forecast, its 
sixth straight positive reading. On a year-on-year basis PPI increased from 1.4% in March to 2.1% in 
April, its highest level since November 2014. 
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 Eurozone industrial production unexpectedly fell in March by 0.1% month-on-month. On a year-on-year 
basis, production grew by 1.9%, which although up from February’s 1.4% is below the 2.3% consensus 
forecast.  

 Germany’s GDP grew in the first quarter (Q1) by 0.6% quarter-on-quarter, up strongly from 0.4% in Q4, 
twice the rate of growth achieved by the UK and three times that of the US.   

 As expected the Bank of England (BOE) left its benchmark interest rate and asset purchase programme 
unchanged.  

 India’s vehicle sales increased in April by 14.7% year-on-year up strongly from 10% in March indicating 
strong upward momentum in business, agricultural and consumer demand.  

 The US dollar index is testing a major 30-year resistance line, which if broken will pave the way for 
further strong gains in the currency. 

 Following the announcement of the snap election the British pound has broken above key resistance at 
£/$1.25 which has now become a key support level and should promote further near-term currency 
gains. 

Source: Overberg Asset Management, fin24 .com 

 

'When a management with a reputation for brilliance tackles 
a business with a reputation for bad economics, it is the 

reputation of the business that remains intact.' 

– Warren Buffet 

 

Editorial 
Words by Mauro Forlin, Operations Director 

 
Dear Readers, 
 
It is now May and time for our next newsletter. As I write this I have to keep holding my cup of tea to keep my 
fingers warm. Johannesburg has since Friday, May 12th been hit by a vicious cold front which has brought 
unseasonal but very welcome rain. 
 
2017 has as usual brought along its challenges and interesting macro-economic conditions. It seems the globe’s 
political landscape is in constant state of flux with unforeseen events occurring all the time. 
 
On March 31st, it was announced that President Jacob Zuma had reshuffled his cabinet in the early hours of the 
morning. The big news was that finance minister Pravin Gordhan had been replaced by Malusi Gigaba. Quite 
interestingly, the value of the South African Rand did not drop to the levels it had when President Zuma replaced 
two finance ministers in three days in December 2015. The currency markets, it seemed, were expecting news 
of this nature. 



 
Although, our old ‘friends’, the ratings agencies, were not expecting the cabinet reshuffle and subsequent to the 
appointment of a new finance minister, both Standards & Poor and Fitch adjusted South Africa’s sovereign 
ratings to below investment grade or ‘junk’ status. The Rand did drop in value but has now seemingly settled to 
find value at between R13 to R14 to the US Dollar and R16.90 to R17.40 to the Pound. 
 
I was in London recently when Theresa May announced the UK snap election. The British newspapers had 
material for three solid days with analysis, forecasts by political analysts and ‘scenario planners’. Breakfast talk 
shows interviewed hordes of experts and political party spokespeople. This announcement took place on April 
18th and usurped the headlines from the story that Prince Harry admitted that he had sought emotional 
counselling 20 years after his mother’s death. 
 
I found London interesting, in that many of the financial press were reporting the trying economic conditions 
that the United Kingdom are facing. Yet in London the shops were full, the restaurants were forming queues for 
tables and the West End theatres were filled to capacity. In fact, a few days after we returned I noticed a 
headline saying that this was the most successful Easter Weekend in something like 20 years. Perhaps my wife 
and I added to London’s good fortune. 
 
The UK’s European neighbours have also been busy with their own political agendas recently. The French have 
elected a president, who is the youngest president France has ever elected (at the age of 39), who being typically 
French has some interesting marital history. Emmanuel Macron is a former Investment Banker and French 
Finance Minister. With his election to office the probability of the break-up of European union seems to be lower 
at the moment. Had President Macron’s opposition candidate been elected then perhaps the French would have 
had a (Frexit?) referendum. This would have then perhaps forced Germany to do the same. Despite all this the 
long-term future of the European Union and Euro seems a little difficult to predict.   
 
Once again markets have not seemingly reacted to the macro-economic conditions the world finds itself in. 
Financial markets and politics, it seems, are sometimes not aligned. 
 
More importantly in my mind is how fund managers are positioning their funds to generate growth for our 
investments by taking advantage of any opportunity they see in the markets. 2017 seems so far to be providing 
better returns than 2016. 
 
On the fund manager front we have researched and analysed a number of interesting funds lately. Some of 
these we hope to be introducing to your portfolios in the near future. 
 
In addition, we have recently made application to the Financial Services Board to adjust our Financial Services 
Provider’s license in order to provide a better and more efficient service to you, our clients, and perhaps 
eventually to even form our own unit trust funds. 
 
Here at Global & Local we continue to move forward, we continue to strive to generate growth on your 
investments as this is fundamentally what we do.  
 
With that dear readers I close this, my editorial for this newsletter and I wish you happy reading and urge you 
to keep warm through the South African winter, which I believe will be much colder than last year. 
__________________________________________________________________________________________________ 
 



Spotlight 

The fast growing world of Bitcoin  
Words by Tapiwa Mufunde, Technical Analyst                                                 

The buzzword in the market is Bitcoin! Well, ‘what is a Bitcoin?’, ‘how 
does a Bitcoin work?’, ‘where is a Bitcoin traded?’ and the list of other 
frequently asked questions goes on and on, begging for answers. 
Notwithstanding the technicalities involved in Bitcoins, however, this 
type of currency allows people to buy goods and services and 
exchange money without involving banks, credit card issuers or other 
third parties. 
 
Bitcoin is a decentralised digital currency that accounts for 52% of 
the cryptocurrency market, with a sizable user base and market 
capitalisation larger than most fiat currencies (Fiat money is a 
currency established as money by government regulation or law) of 
small countries in Central America, Africa and Europe. The coins are 
created by users who ‘mine’ them by lending computing power to 
verify other users’ transactions, in exchange they receive Bitcoins. 
 
What’s the market noise all about? 

Since inception in 2009 Bitcoins have grown astronomically, relative 
to some precious metals like gold and silver which in pre-dated 
history have been viewed as the store of value and medium of 
exchange. In May 2011, one Bitcoin traded for a mere $4.10 and as 

of May 9th 2017 Bitcoin prices skyrocketed to $1 680.00 surpassing the price of gold per ounce which traded at 
less than $1 230.00. 

 
In hindsight of the impressive annualised six-year return, portfolio managers are contemplating Bitcoin inclusion 
in their portfolios to maximise returns. Narrowing Bitcoin probable comprehension down to the South Africa 
establishment, Bitcoins mostly denominated in Dollars would be an essential hedge against Rand weakness. 
 
Furtherance to the buoyant good run in risk return adjusted terms, Bitcoins have gained acceptance in countries 
like Venezuela (presently experiencing currency devaluation issues, though not officially recognised as a form of 
exchange), Japan (which recently legalised Bitcoin), Russia, India and Mexico also following suit to legalise it. 
 
Bitcoin currency falls in no man’s land, henceforth there is no regulation from monetary authorities, and thus 
enjoys tax elimination such as the case in Japan, thereby magnifying its popularity. According to Bitcoin wallet 
site blockchain.info daily transactions amount to more than 300 000. 
 
Ultimately, Bitcoin is altering the remittance game in emerging markets. Immigrants can send money to their 
loved ones back home at miniaturised charges relative to the bank charges and in a faster time frame. 
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How Bitcoins are kept secure? 

The Bitcoin network works by harnessing individuals’ greed for the collective good. A network of tech-savvy 
users called miners keep the system honest by pouring their computing power into a blockchain, a global running 
tally of every Bitcoin transaction. The blockchain prevents rogues from spending the same Bitcoin twice, and the 
miners are rewarded for their efforts by being gifted with the occasional Bitcoin. As long as miners keep the 
blockchain secure, counterfeiting shouldn’t be an issue. 
  
Global & Local Opinion 

As alluded above, Bitcoins are lines of computer code that can be digitally signed each time they travel from one 
owner to the next. Transactions can be made anonymously, making the currency well-liked with libertarians, 
tech enthusiasts, speculators and criminals. In recent days, cyber attackers crippled computer networks around 
the globe demanding Bitcoins as ransom. 

 
The National Treasury has cautioned the public to remain extremely vigilant of the risks and benefits which 
accompany virtual currencies. Not only is this novel and nascent technology being scrutinised by regulators who 
may elect to intervene at any moment, but Bitcoin is also subject to wild price fluctuations, fraud, and criminality. 
The South African Reserve Bank (SARB) has also in the past warned that Bitcoin has no legal status or a 
regulatory framework. 
 
With this said we would not recommend this as the best investment option as it poses a number of risks for 
those that would choose to transact with it such as the lack of guarantee of security, convertibility or value. 
 
Sources: AP news and ShareNet  
 
__________________________________________________________________________________________________ 
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Opinion 
The importance of being honest on your life medical application 

Words by Nikki Milicevic, Risk Specialist 

 

We all have those skeletons hidden in our closet. However, when it comes to full disclosure on your life 
application, especially those horrid medical questionnaires, being open and honest is the key. You may think 
that it may never surface at the underwriting stage, but trust me that skeleton will emerge at claim stage. 
 
Non-disclosure could cause a multitude of issues including repudiating your claim. A few of the more common 
issues not disclosed in the medical questionnaire are the following: 
 
Tobacco use 

Although you only smoke one cigarette a month and don’t feel like you are a real smoker, according to the life 
insurance industry, you are unfortunately considered a smoker.  
 
If you have used chewing tobacco, electronic cigarettes, nicotine gum, cigars, pipes or even a hubbly bubbly 
within the past twelve months, you are considered a smoker even if nicotine is not in the substance as insurers 
consider the chemicals contained in these products just as harmful. 
 
Drug/Alcohol use or abuse 

While the offending substance is not in your system when blood tests are completed, often insurers discover the 
applicant's previous or current indiscretions by means of medical and or criminal history such as driving under 
the influence. 
 
Depression 

Medical history is investigated; this includes prescriptive medicine which will be scrutinised. 
 
Medical history 

If you have had a procedure or an ongoing issue, insurers need to be made aware of this. This includes your 
family's medical history for cancer, heart disease or a stroke. 
 
These categories are either indicative of a habit, a medical condition or an ongoing issue that could cause the 
insurer to increase your monthly premium, offer deferred cover or outright decline. 
 
What are the repercussions of not disclosing on your life insurance application? 

We have all heard some horror story and the consequences of not disclosing may only come to fruition in the 
event of death. This could result in a reduction in pay-out or as extreme as cancelling your benefit. 
 
 



So, in short, please do not omit any pertinent information in your life application, even if it is to save some 
money today as it could potentially cost you or your family in the long term. With this stern warning, I would 
like to refer to a real case that was dealt with the Ombudsman below.  The case below along with other cases 
can be found on the Ombudsman website. 
 
The client (‘the deceased’) applied and was issued with two million Rands worth of life cover in June 2006, the 
client then passed away in November 2006. The clients surviving husband lodged the complaint with the 
Ombudsman. It was found that the deceased client had consulted with a few specialists and blood tests were 
completed earlier in 2006 before the deceased client applied for the life cover. The results of these blood tests 
indicated issues regarding polymyositis and SLE (an autoimmune disease commonly referred to as Lupus). 
However, no definite diagnosis product provider in the application. The only medical condition that was disclosed 
in the application was that of the deceased client’s hypertension. The client passed away because of the 
autoimmune disease, Lupus. 
 
The product provider repudiated the death claim due to the evidence and information given by the specialists 
and pathologists. Had the product provider been informed about the possibility of the deceased client having 
Lupus, the service provider would have deferred the deceased client’s application until such time a diagnosis 
was confirmed. The complainant claimed that the specialists never informed the deceased of the suspected 
autoimmune disease. 
 
However, the right remains with the product provider in the case of non-disclosure as the medical questionnaire 
is heavily relied on in terms of legislation. In this case, the Ombudsman ruled in favour with the product provider. 
 
Source: ombudsman .co.za  
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