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Market Indicators 

  The FTSE JSE All Share Index (+4.2%) was led higher by 
further gains in the resource sector – financials (+5.8%) also 
outperformed the overall market but industrials (+1.8%) 
lagged, dragged lower by rand hedge counters 
 Emerging markets (+5% in USD) outperformed the World 
markets (+4.3% in USD) as measured by the MSCI index with 
the local FTSE/JSE All Share index gaining (+1.2% in ZAR) – 
South Africa continues to be viewed as a relative safe haven 
amongst emerging market peers, particularly given the 
political instability in Turkey 
 General financials (-4%) declined with Brait (-11%) and 
Capco (-7.4%) the standout underperformers as uncertainty 
around UK leadership following the Brexit vote weighed on 
both the British Pound and UK consumer focused companies 
 Globally, soft commodity prices, including wheat (-5.4%), 
corn (-6.8%) and soybeans (-12.1%) continued their 

precipitous decline. 
 Commodity stocks rallied (+4.3%) with gold miners (+18%) and platinum miners (+23%) outperforming 

off the back of USD weakness. 
 SA sovereign bond yields followed global bond yields lower 
 Locally, interest rates seem to have peaked and barring a significant improvement in demand for 

commodities (oil in particular) are likely to remain at current levels for the foreseeable future 
 Global equities (+4.3%) advanced as investors continued to unwind defensive positions following the 

BREXIT fallout late June. 
 US equities (+3.8%) performed in line with global peers, supported by reported earnings growth 

exceeding expectations – consumption growth (Q2 growth +4.2%) remains the foundation of the US 
economic cycle, outperforming overall GDP (+1.2% Q on Q) 

 European equities (+4.2%) recovered despite a weaker than expected policy response from the ECB. 
 The US dollar weakened against the euro (+0.7%), Japanese yen (+0.1%) and Swiss franc (+0.8%) 

and strengthened against the British pound (-0.7%) – the US dollar remains the currency of choice given 
the expectation of widening interest rate spreads against other developed economies 

Source: Foord 

 

‘A wise man should have money in his head, but not in his 
heart’ 

– Jonathan Swift 
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Editorial 

Are these the August winds of change? 

Words by Mauro Forlin, Operations Director 

 

Dear Friends, 

Its August, and in Johannesburg this means that the wind picks up and one can begin to smell spring in the air. 
This year though there seems to be more than just the pollens and the dust elevated by the winds. Are these 
the  winds of change that I pick up?  

Locally, the ANC seems to have received a body blow and its now having to scramble around trying to find other 
parties to from coalitions with. Politics they say make some strange bedfellows. I even heard of a theory during 
a Sunday lunch where the ANC and the DA may just form a coalition together to keep out the EFF! I would say 
this is unlikely. What all this political posturing reflects though is simply that democracy is alive and well in sunny 
South Africa.  

Internationally, one cannot help being fascinated by the Rio Olympics. Driving to work this morning, I heard 
how South African Wayde van Niekerk broke the 400m world record and won the gold medal. This would now 
be medal number 7 at this Olympics for team South Africa out of the hoped for 10 medals South Africa was 
hoping to achieve in Rio. I tend to agree with John Robbie, where he says that South Africa punches way below 
its weight in global sports events such as the Olympic games. We are a sports-crazy country with excellent 
facilities all we need to do is organise our sporting bodies properly and our medal tally goes up.  

I was recently in Italy where perhaps the August winds of change are blowing in Europe as well.  

I followed the news stories on the crisis in a number of Italian Banks. These banks have non-performing loans 
and this is impacting on the financial stability of these banks. The banks have approached their government for 
assistance. The government response has been to suggest creating a ‘good bank’ and ‘bad bank’ similar in 
concept to the way the South African government handled the African Bank affair. The Italian government would 
then take on the ‘bad bank’ and the banks would be left with the ‘good bank’. This proposal was taken the 
European Central Bank by the Italian Prime Minister, who was told that this strategy could not be adopted as 
then the Italian Tax Payer would be financing a private enterprise.  

The problem is, is that should this strategy not be implemented then it would be the bank’s depositors (those 
that have money deposited in the bank for the purpose of earning interest) would then be compromised as their 
capital would need to be used to fund the bank’s non-performing loans.  

By the European Union not accepting the Italian Prime Minister’s strategy, in effect the EU is now imposing law 
on the Italian people. The Italian citizens like all other EU member state citizens did not vote on who should run 
the EU government. This is not a democratic solution.  

I am in favour of the European Union from an economic perspective as it makes sense to have one currency, 
one passport for multiple countries in this rather small region but politically this is turning to be a mess. Could 
this be the reason for the collapse of the EU?  

This reminds me of a line in the movie The Godfather Part III which states ‘Finance is a gun; politics is knowing 
when to pull the trigger’.  

At Global & Local the winds of change have also been blowing. We welcome back Renee to our Technical team 
after her maternity leave. We welcome Pieter Smit to our Cape Town office from September.  

On a lighter note whilst in Italy I stayed in a well-known skiing destination in the Dolomite mountains called 
Cortina D’Ampezzo. One afternoon my wife and I decided to have a cocktail at a beautiful 5-star hotel in which 



the original Pink Panther movie was filmed. The Hotel Cristallo was in its heyday ‘the place’ to be seen in Cortina. 
It has now been reopened after complete refurbishment but it has lost nothing of its fabulous history. I spent 
an hour walking through its lobby looking at the spectacular mountain views from its windows and looking at 
the black and white photographs displaying the stars that have stayed there over the years.  

After a hard winter in Johannesburg that included wind, snow and (would you believe it) a tornado, I truly hope 
these August winds bring in the Spring and the fresh new life that comes with it. I also believe that these winds 
blow in a change for the better for all us here and abroad. 

 

__________________________________________________________________________________________________ 
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“At least someone’s making America great again.” 

  



Report 

2016 Elections – The final outcome   

Words by Vikash Vallabh, Technical Analyst 

 

The Independent Electoral Commission (IEC) says the 2016 local government elections have been difficult, but 
a huge success. The commission has declared the polls free and fair.   

For voters, this was the toughest elections since the dawn of our democracy in 1994.   

A brief summary of the electoral polls in our 9 provinces:   

 

Western Cape 

 The Democratic Alliance (DA) has won control of 20 councils in the Western Cape with nearly 63.33% of the vote.  
 While the African National Congress (ANC) garnered just over 26.22% it did not manage to secure control of any 

council.  
 Nearly 3% of voters chose Economic Freedom Fighters (EFF) over other parties but it was also unable to secure a 

council.   

Limpopo  

 In the province that is home turf for EFF leader Julius Malema, his party only managed to get 16.73% of the 
overall votes, with the ANC leading the pack with 68.75%.  

 The DA trailed behind with a mere 8.06%.  
 The outcome means the ANC has secured 22 councils, while neither the DA nor EFF were able win councils.   

Northern Cape  

 This is another province where the ruling party has come out tops.  
 The ANC secured 58.26%, the DA won 24.85% and the EFF came in third with just 8.6%.  
 This translates to 26 councils for the ANC, while neither the DA nor EFF were able win councils.   

Kwazulu-Natal  

 The Inkatha Freedom Party (IFP) gave the ANC a tough time in the province by retaining control of Nkandla where 
President Jacob Zuma’s controversial homestead is located. 

 Although the IFP only earned 18.39% of the votes, giving it 7 councils, it was the Nkandla victory that mattered 
the most. 

 The ANC bagged 57.48% of the support, resulting in 36 councils, and the DA won 16.16%, but no councils.   

Free State  

 The ruling party saw no major competition here, leading the pack with 61.53% of the overall votes.  
 The DA came in second once again with 20.38% and the EFF in third with 9.69%.  
 This gives the ANC 19 councils, and once again no councils for the DA or EFF.    



 Mpumalanga  

 The ANC has once again come out tops with 70.74% and the DA retained the second place with 12.93% of the 
overall provincial votes.  

 The EFF retained third place with 9.39%.  
 The ANC booked 17 councils, and zero for both the DA and the EFF.  
 The small party to earn the number four spot was the Bushbuckridge Residents Association (BRA) with 2.25%, 

although it did not win a council.   

Gauteng  

 The ANC bagged the province with 45.85%, the DA came in second with 37.21% and the EFF received 11.7% of 
the votes.  

 This translated into 7 councils for the ANC, 2 for the DA and no councils for the EFF.   

Eastern Cape  

 The ANC had a very good run in the Eastern Cape with 65.31% support.  
 The DA obtained 19.7% and the EFF 5.18%.  
 This translates to 31 councils for the ruling party, 2 for the opposition and zero for the three-year-old EFF.   

North West  

 This province represented another victory for the ANC. The party garnered 59.38% of the overall provincial vote, 
reserving itself 18 councils.  

 The EFF’s efforts were appreciated by NW voters as they gave the party 15.52% of their support, although this did 
not translate into any council control.  

 This time, the DA came third with 15.0% and no councils.    

 

A party who has obtained the largest number of seats on a municipal council (but not an outright majority) does 
not have an automatic legal right to form the municipal government. Any group of parties who can put together 
a coalition of 50% plus 1 can form a coalition government, regardless of whether the largest party in the coalition 
is the largest party in the council.  

With the two largest political parties striving to achieve majority of seats in various metros, they have begun 
coalition talks with smaller political parties to form a formal coalition to secure a governing majority. Smaller 
political parties should share similar goals and visions as the larger parties in terms of service delivery and where 
they want to see South Africa in the future.    Since the election results have been released, we have seen the 
Rand strengthen against the Dollar Pound and Euro. We at Global & Local see this as a great opportunity to 
invest funds into offshore investments. We continuously monitor the markets and we always strive to ensure 
best investment performances for our clients. 

 

 



Spotlight 

Retirement annuities: old school or new generation 
investing? 

 
Words by Louis Venter, IFA & Technical Analyst and Mark Geldenhuys, 
Investment Advisor 

 

According to recent research, only approximately 6% of South 
Africans will be able to retire and be able to maintain a lifestyle that 
they have become accustomed to. If one also considers the advances 
in medical technology which allow people to live longer, then it 
becomes paramount that a proper retirement strategy should be 
structured at a very early stage in life.   
 
In his 2014 Budget Speech, Finance Minister Pravin Gordhan held 
that government will introduce more initiatives to ensure that South 
Africans can retire, and thus reduce the burden on the State through 
additional welfare grants. Legislation was also passed by Parliament 
to improve governance over pension and provident funds and to 
further align the rules and tax treatment of pension and provident 
funds whilst still protecting vested rights.   
 
In essence, the two main vehicles for generating wealth are 
discretionary investments and retirement annuities. Retirement 

annuities, or RAs, are contractual savings plans set under the South African pension legislation.   
 
With regards to the latter, National Treasury has further increased the tax-free 1/3rd lump sum amount paid 
from retirement annuities and pension funds to R500 000 and has also increased the annual tax deductible 
allowance to 27.50% of all income earned - with an annual limit of R350 000. Any excess contributions to the 
annual cap may be rolled over to future years. There is also no maximum entry age and one may thus use these 
vehicles even after the retirement age of 55 to reduce potential income tax burdens.   
 
Retirement annuities further allow for ideal estate planning as any benefits from such a structure may be paid 
directly to beneficiaries. Retirement annuities likewise allow for protection against creditors as these investments 
may not be encumbered.   
 
In the South African industry, it is rather difficult to compare retirement products. The reason for this is that a 
lot of investors still own ‘old style’ retirement annuities. This is in theory a ‘life house’ retirement annuity or an 
insurance-based RA.   
 
These ‘life house’ RAs differ from ‘wrapper’ RAs, which allows an investor to choose his own underlying 
investments. This could consist of a selection of unit trust funds, which allows for full transparency in terms of 
fees, pricing and performance numbers, thus making the tracking of one’s investment simple.  
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This product was unfortunately not available until the late 90’s and we are regrettably still finding a lot of 
investors locked into ‘old style’ retirement annuities that do not offer sufficient performances or investment 
options to combat the erosive effects of inflation. In most cases, these older structures do carry rather hefty 
cost structures and any reduction or even cancelation of regular contributions could lead to severe capital 
destruction due to potential penalties. Such penalties are not applicable when selecting the new ‘wrapper’ 
options. Ad hoc contributions could also be more actively managed in a ‘wrapper’, thus increasing the potential 
investment yield from this structure.   
 
A recent analysis of a client’s ‘life house’ RA showed the following:   
The retirement policy was initiated in February 1990 and ran to late October 2014. Total contributions amounted 
to approximately R213 000 and the end value amounted to approximately R1.6 million, thus equating to 
approximately 700% in 25 years. This sounds fantastic, but if the same investment had been allocated to a 
‘wrapper’ then the value of this portfolio could have exceeded the R3 million mark.   
 
Selecting a pool of funds is not simple. As retirement annuities are regulated by the Pension Funds Act, one has 
to take cognisance of the limitations set out in the Act. Regulation 28 of the Act, for example limits the exposure 
to equities to 75% in total, whilst offshore exposure is limited to 25%. One therefore has to understand the 
workings of a selected fund, and when selecting a portfolio of funds, what the impact of each fund’s asset class 
exposure to these prescribed limitations may potentially be.    

    
Balanced funds and Stable funds by nature do comply with the Act and so too do Money Market funds.    
If one however considers that a pure Money market investment strategy may only yield approximately 67% per 
annum and that inflation is measured at around 6-7% per annum, then the real annual return from such a 
strategy is effectively nil. It is thus imperative that a defined investment strategy is applied in one’s retirement 
portfolio in order to allow the portfolio to create sufficient wealth for retirement and not to merely select one or 
two balanced, fixed interest or stable funds with a single specialist fund as the core of the portfolio.    
 
At Global & Local we have structured our own ‘house view’ of funds. This ‘house view’ selection has been 
structured to comply with the regulations set out before and therefore offers our clients not only a well-balanced 
and diversified portfolio, but also allows for rather competitive returns over the medium to long term without 
taking unnecessary risk on board. Regular reviews of this selection further allows us the benefit of recommending 
changes to our clients’ portfolios in order to maintain optimal returns - even when markets react somewhat 
irrationally.   
 
If you have an ‘old style’ retirement annuity, or even a new ‘wrapper’, whether it be active or inactive (paid up), 
may we take this opportunity to invite you to contact our IFAs so that your portfolio can be independently 
analysed and recommendations be made so that you will be able to eventually retire comfortably. 
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