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Market Indicators 

 Rand firms as US rate hike expectations decline trading at 
R14.3193 per greenback 
 The benchmark Top-40 index fell 0.63% to 45,985 points, while 
the All-Share index dropped 0.58% to 52,501 points, largely as result 
of Mr Price announcing that half earnings were unlikely to exceed the 
previous year 
 Government bonds firmed, with the yield for the benchmark 
instrument due in 2026 dropping 6 basis points to 8.665% 
 South African President Jacob Zuma said his cabinet has 
confidence in a newly reconstituted board of the struggling state 
airline and that the presidency is not at war with Treasury following 
the Pravin Gordon and Hawks saga 
 Zuma pays back the money following the constitutional directive 
after getting a home loan from an unlisted VBS Mutual Bank 

 The South African Reserve Bank’s gross foreign exchange reserves fell by $343m in August to $37,933bn 
 The GDP deflator, which is an inflation measure for the whole economy, eased to 6,7% year-on-year in the second 

quarter after rising to 7,7% year-on-year in the first quarter as the rand recovered from its first quarter weakness 
 Manufacturing production growth slowed to 0,4% year-on-year in July from a revised 4,7% (4,5%) year-on-year 

in June 
 Real GDP growth on the expenditure measure rose by 3,4% quarter-on-quarter seasonally adjusted and annualised 

(saa) the second quarter and is up 1,4% year-on-year, while final sales soared by 6,6% quarter-on-quarter saa 
 Eskom has synchronised the 800 Megawatts Unit 5 of the Medupi power station to the grid 
 The City of Cape Town is considering the implementation of more rigorous water restrictions 
 Precious metals fall as investors position for higher rate hikes by a Federal Reserve governor due Monday with Gold 

dropping 0.2% to $1,325.57 an ounce by 1:54 p.m. in London, according to Bloomberg generic pricing. It fell 1.6 
percent in the previous three trading days. Silver declined 0.6% to $18.9425 an ounce. Platinum dropped 1.5% to 
$1,047.79 an ounce while palladium was 1.8% lower 

 OPEC points to larger 2017 oil surplus as new fields come online and U.S. shale drillers prove more resilient than 
expected to cheap crude, pointing to a larger surplus in the market next year currently oil is trading at $47 per 
barrel 

 Global developed market equities (+0.1%) were unchanged as investors pursued opportunities in growth assets – 
after hawkish Federal Reserve commentary bolstered confidence in the global economic and inflation outlook 

 US equities (+0.1%) were near all-time highs, supported by solid economic data points across key sectors 
(employment, new home sales, durable goods, consumption) – while Eurozone bourses (+0.8%) advanced despite 
deteriorating, post-Brexit UK sentiment as manufacturing output rose, with the region’s GDP growth forecast to 
achieve 1.2% in the 12 months to end September 

 Japanese markets (+0.4%) were volatile as the Yen remained near its strongest level in two years and core inflation 
declined – market expectations are for further monetary easing after Prime Minister Abe’s $275bn fiscal stimulus 
plan disappointed investors 

 Emerging markets (+2.5%) outperformed developed markets for the third consecutive month as Chinese stocks 
(+7.4%) rallied on good Q2 results and upward earnings revisions. 
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 Risk sectors such as technology (+2.4%), financials (+3.3%) and industrials (+1.1%) outperformed while yield-
oriented defensive sectors such as utilities (-4.6%), telecoms (-2.8%) and healthcare (-4.1%) underperformed – 
the managers raised cash as US markets breached all-time highs, selectively deploying capital into technology and 
healthcare businesses offering better value 

 US consumer credit rose by $17,71bn in July after a $14,53bn gain in June. 
 US job openings increased by 228 000 in July to 5,87 million 
 Consumer inflation in China eased to 1,3% year-on-year in August from 1,8% year-on-year in July, 1,9% year-on-

year in June, 2,0% year-on-year in May after being steady at 2,3% year-on-year in April, March and February from 
1,8% year-on-year in January and 1,6% year-on-year in December 

 The Chinese foreign trade surplus narrowed to US$52,05bn in August from $52,31bn in July, $48,08bn in June and 
$49,98bn in May 

 China’s passenger vehicle sales climbed for a sixth consecutive month in August as consumers rushed to buy ahead 
of a tax cut due to expire at year-end 

Source: Foord & Forecaster Ecosa 

 

‘I try not to borrow, first you borrow then you beg’ 

– Ernest Hemingway 

 

Editorial 
Words by Michael Haldane, Managing Director 
 

Dear Friends, 

 

Let’s go  global  
I just got back from a trip to eastern Europe. Here are a few notes and observations I thought you might find interesting:  

 There is no litter anywhere. 

 There were 38 000 buildings destroyed in Budapest from December 1944 to January 1945. They were completely 
rebuilt within a few years. Parts of New Orleans still lie in tatters and the same can be said for Haiti. 

 The Auschwitz Death Camp was the most horrifying thing to witness but the memorial is necessary to remind the 
world that atrocities like those perpetrated in the camps must never be allowed to happen again. 

 We attended two classical music concerts and I realised how easily music can transcend all cultural barriers. 

 How wonderful the European Union is - one can travel through so many countries with ease, even with so many 
currencies. Freedom of movement to live and work where you want (you pay tax where you work though). 

 We were on the border of Hungary overlooking a town in Slovakia. A local bridge was only built in 2005. Until then, 
one had to cross river by boat as neither Hungary or Slovakia wanted to pay for a bridge.   



 

The EU then reached a compromise and suggested Hungary pay 1/3rd, Slovakia 1/3rd and they would pay for the 
bit in the middle. They all agreed and now there is a wonderful bridge over the river. Moral of the story: compromise. 

 Eastern Europe has succeeded in using tourism to generate thousands of jobs and create new economic 
opportunities. Prague, the capital of the Czech Republic, has the lowest unemployment rate in the EU and the 
fastest growth rate – all thanks to tourism. People of all creeds and languages come from all over Europe to work 
in the tourist Industry. We could take a leaf from their book in cutting red tape, increasing national pride, and 
allowing more capable immigrants in to boost our economy. 

 I am very proud of our airport - OR Tambo International. It is run efficiently and is very well signposted. We flew 
Qatar Airways and found the airport at Doha dismal. Enormous, yes, but very inefficient.  

  
Now to go local  

 The elections have come and gone, but where has that left us? The Democratic Alliance (DA) now controls the two 
capitals of the country (Tshwane and Cape Town), the financial centre (Johannesburg) and a major manufacturing 
area (Port Elizabeth). The ANC is left with Durban, East London and a few others. The pertinent point is that 60% 
of the country’s budget is now out of the control of the ruling party. The first thing that was done was to abolish 
the blue light brigades in Tshwane and Johannesburg. No longer will we be forced off the road because a minister 
is late for their pedicure at Madame Ziggy in Waterkloof. The new mayor of Tshwane, Solly Msimanga, has 
redirected an order of ten brand new BMWs - earmarked for ANC lackeys for keeping Tshwane under ANC rule - 
and donated them to the flying squad. He then told them that Hyundai i20s are good for all! The new mayor of 
Johannesburg, Herman Mashaba, did two more important things: he has said that the red tape for business will be 
cut down and that e-tolls will soon be gone. These are early days, but very positive. The DA will have an interesting 
time sharing a bed with the red berets and blue label brigade. 

 Global & Local’s experience of the change may be coincidental, but profound. We ordered triple phase power and 
paid for one of our offices three years ago. Many phone calls, many documents and many visits to council offices 
later and nothing was actioned. Our old power metre burned out last week and one day later our triple phase was 
installed. The problem is the overhead cables where stolen that night. Thank heavens we have a generator.  

 Number 1 (Jacob Zuma) and his minions (Ministers) are shaking in their boots at the moment and running around 
not knowing what to do. Our next hurdle for this year is whether South Africa will be downgraded to junk status 
by the ratings agencies. If this happens credit will become very expensive and inflation will rise. Two local lenders 
have stopped providing loans to government departments and some offshore lenders are following suit. Not to 
worry that the R7 million + which Number 1 had to pay back for Nkandla was lent by a bank no one has ever heard 
of. The loan is four times bigger than their profit last year and was paid to the wrong account. It’s great publicity 
for them through. Interesting that the PIC holds a 25% stake in this bank. Should we read into that? You decide 
for yourself. In addition, with a R5 billion loss the good news is that SAA has kept their disastrous Board Chair. 
Interesting that her son lives in one of Zuma’s houses.  Perhaps I’m a cynic and everything is rosy and that there 
is little nepotism or corruption happening in this country. 

  
I could never live in Australia, UK or New Zealand - the politics is boring, the houses too small and nothing in the 
newspapers. Plus, their beer tastes like dishwater. Fortunately, we do not have that problem, 
  
Over and out. Ciao.  

__________________________________________________________________________________________________ 
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Report 

The post referendum aftermath 

Words by Tapiwa Mufunde, Technical Analyst 

 

Background 

On June 23 2016, Britain voted to exit from the Common Market Union-EU. The ‘leave’ vote shocked market metrics across 
the globe with the sterling plummeting to its lowest level in thirty-five years. The decision sparked gross uncertainty from 
multilateral institutions and the world economy at large to football transfers and even the future of the TV show Game of 
Thrones. With the EU purse reduced (almost 10% of the total budget) as a result of the leave decision, aid to developing 
nations will have to be reduced drastically. Thus trade agreements that EU has with developing nations and bloc will have 
to be revisited and negotiated anew. It will take two years for Britain to exit the EU from the time it triggers article 50 of 
the Lisbon Treaty which regulates membership renunciation of a member state. 

Africa and the EU shares Africa- EU partnership which came into being in 2007.The partnership comprehends vast range of 
specifics from economic development, human rights to climate change. This partnership has to be revisited following the 
Brexit. 

In light of the Brexit move, there is no immediate impact on local exports to the UK and that existing rights and obligations 
under the existing EU treaties will continue to apply during the migratory period. 

 

 



The aftermath 

According to the recent Markit/CIPS survey the UK's manufacturing sector rebounded sharply in August. Consolidating to 
the growth experienced by the manufacturing sector, UK industrial output grew at its fastest rate for 17 years in April to 
June, according to the ONS. 

Following the triumph of the leave campaign the then Prime Minister David Cameron resigned from his post. He was 
replaced by Theresa May, whose sole mandate is to champion the exit from the EU (if article 50 is triggered), as well as 
drawing up stimulus measures for the British economy. 

As part of monetary expansionary measures to the economy, the Bank of England slashed interest rates from 0.5% to 
0.25%. It’s the first reduction in the cost of borrowing since 2009 and takes UK rates to a new record low. Furthermore, 
the bank extended its quantitative easing programme by an extra £70bn, and a £100bn scheme. The immediate impact is 
that the cost of borrowing for both households and businesses becomes cheaper which in turn foster spending across the 
economic divide. 

Another effect of the interest cut is that, it facilitated the growing pension funds deficit because of the falling bond yields. 
Since bonds are mainly affected by interest rate risk and investment duration, as yields fall pension funds are poised to get 
a reduced return for their investment. As alluded to above, following the unexpected vote the pound plummeted to record 
low levels largely due to uncertainty about the economic outlook and the UK’ s relationship with the EU bloc. In the same 
breadth the interest cuts and stimulus measures by the Bank of England contributed to the drastic depreciation of the 
pound. Resultantly, it has become more expensive for British holidaymakers and for manufactures reliant on raw material 
imports. On the contrary, the weakened pound has made Britain to be a cheaper holiday destination for overseas tourists. 
According to ForwardKeys, flight bookings to the UK rose 7.1% after the vote whilst Caissa Touristic (a tour operator) 
experienced 20% increase in enquiries and bookings for the UK summer. 

Real estate prices remained sluggish as a result of the Brexit vote, though a slight pickup of 5.6% house price growth was 
recorded in August. The number of homes for sale was near 30 year lows which fundamentally explains why the house 
price growth abode stable. Figures by the Bank of England depicts number of new mortgages being approved by banks and 
building societies falling to its lowest for a year and half in July. However, it’s not all doom and gloom for the housing prices 
as there are expectations that the prices will fall in the next three months whilst anticipated to rise over a 12-month period, 
according to the Royal Institution of Chartered Surveyors (Rics). For a prospective investor the fall in housing prices might 
signal a buy and hold opportunity. 

In contrast demand for commercial property has bounced back from a pre-referendum dive, according to CBRE, where the 
amount of space being taken by firms in London rose to almost a million square feet in July, up 24% in June. The weaker 
pound has caused manufacturers experience a pinch in terms of increasing costs of imports especially for manufacturers 
importing food materials and metals, hence widening the long running trade deficit. Most of all, the weaker pound helped 
exporters to cut this deficit as their products become relatively cheaper. The construction sector recovered slightly in August 
from a downturn pre-Brexit vote in June, as measured by the Markit/CIPS UK Construction Purchasing Managers' Index. 
Due to uncertainties surrounding the directional decision UK is supposed to embark upon, the sector remains in a stagnation 
mode. 

Global & Local perspective 

With a cloud of uncertainty surrounding the BREXIT in terms of whether UK will execute article 50 of the EU treaty and the 
assurance from our government that no immediate changes will ensue, referencing the existing treaties. It is our notion 
that we employ wait and see strategy and observe vigilantly from the side-lines. Our exposure to the UK market in form of 
offshore investments through Allan Gray portal, Stenham Real Estate Equity Fund and Franklin Templeton remains buoyant 
in rand terms. Therefore, there is no need to panic in that regard. 



Spotlight 

Money scams: what to look out for 
Words by Jaynesh Sukha, technical analyst 

Investors should be wary of any investment which is offering above market 
returns on their investments irrespective if they are providing the returns in 
the forms of cash, interest, income or capital gains. 
 
Wealth is achieved through hard work and smart investing and there is no 
way that you will be able to turn a few hundred rand into millions over a 
few months. If this is the case, each any every individual would be a 
millionaire today and would not have any problems such as poverty and 
corruption. 
 
The most common feature of a suspicious investment is when an investor is 
promised an unrealistic return. Emotions that will play a part in making a 
decision. Emotions that are targeted by these scams include but not limited 
to desperation, greed and the fear of missing out. The schemes show 
investors that their unrealistic return is being achieved and they cleverly 
disguise how the scheme is being able to generate returns higher than many 
asset managers or banks. 
   
The saddest part to these scams is that they target old and vulnerable 
people who are desperate to make money and are often conned and end 
up losing the minimal amounts that they have. We at Global & Local to 
watch for the following before entering into an investment:  

 
 Extremely high returns: If the return being offered is too high be concerned in addition watch for the phrase “guaranteed 

return”. Any returns over 15% per annum over a rolling 5-year period can be considered suspicious assuming you are 
investing in the stock market. 

 
 Hard to Understand Business Models: You should understand how returns are generated before investing in a product. 
 More investors: Investments which ask you to bring in more investors are suspicious as this could be in the form of a 

pyramid scheme. 

 Pressure: If the investment company is pressuring you to invest in their product, be very wary. 
 Complicated Foreign Exchange: If it is an offshore investment they contain very complex ways in trading currencies be 

careful. 

 Too good to be true: If it sounds too good it is probably a scam. Take care. 
 
At Global & Local we are continuously monitoring markets and engaging with various funds to ensure that we are able to 
offer our clients competitive returns. If you are unsure about an investment come speak to us before taking any decisions 
as this could be costly to your financial situation. Our technical department will look into the product and if it is real we will 
provide our recommendations. 
 
On a last point, be very wary and careful when making an investment decision as this will have an effect on your future. 
Or speak to one of our experienced financial advisors who will be able to guide you in the right direction. 
 
________________________________________________________________________________________________ 

Contact Us 

      
      
T | +27 11 486 2500 (Johannesburg) 
T | +27 11 854 1351 (Johannesburg South) 
T | +27 21 418 0553 (Cape Town) 
 
admin@globallocal.co.za 
www.globallocal.co.za 



Global & Local is hiring! 
 
Post Description 
Global & Local is looking for experienced investment advisors for their independent international advisory firm, which 
specialises in local and international investments, Forex and money market products. Positions are available in 
Emmarentia, Johannesburg and in Green Point in Cape Town. 
 
We offer 
Basic income - not a purely commission-based position 
Dedicated administrative and compliance support 
Qualified marketing leads 
Comprehensive training 
A career, not just a job 
 
Necessary Experience & Skills 
Industry-related qualification preferable 
Experience in the financial industry 
Computer literacy in Microsoft Word, Excel, PowerPoint and Outlook 
 
 
Applicants are required to have a reliable motor vehicle and valid driver’s licence. 
 
To apply, please send your CV to theo@globallocal.co.za. For more information 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  
 
 

Directors: MPA Haldane (BCom) (HONS); MA Forlin (Ndip) CFP® 
Global & Local® Investment Advisors (Pty) Ltd. Vat: 4550261574 Registration 2006/002605/07. FSP 43286 

 

 

 
 

 
 

  To place an advertisement in The Globe, please contact Darryn du Bois on darryn@globallocal.co.za 


