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Market Indicators 

  The FTSE/JSE All Share Index declined by 0.9%, led lower by 
large cap multi-national industrial companies as the Rand 
strengthened – SABMiller (-6.5%), British American Tobacco (-
3.8%), Aspen (-11.9%) and Steinhoff (-11.0%) were all battered. 
 The FTSE/JSE All Share Index outperformed global emerging and 
developed markets as the US Fed’s broadly-accommodative 
monetary policy position and rate hike inaction rekindled the global 
hunt for yield. 
 Resource shares (+4.5% for the month, +30.1% year-to-date) 
outperformed again with coal (+13.7%) and platinum (+9.5%) 
miners advancing most as Chinese commodity demand supported 
commodity prices. 
 Banking shares (+7.3%) rose as interest rates were left 
unchanged on moderating medium-term inflation expectations and 
the sector reported better-than-expected non-performing loans 
results. 
 Global developed market bond yields were largely unchanged, but 
yields on longer duration SA government bonds continue to fall with 
the SA All Bond Index (+3.0%) advancing – foreign investors, 

attracted by SA’s relatively high yields, have been net buyers of SA bonds this year. 
 SA listed property counters (+1.1%) advanced after the repo rate was kept at 7.0% – SARB’s monetary policy 

committee assessed risks to inflation and growth as “balanced” while forecasting a sustained fall in CPI to below 
6% by June 2017, effectively signalling an end to the interest rate hiking cycle. 

 The Rand (+7.4%) recovered August’s losses, spurred on by increased demand for emerging market assets and 
the marked improvement in SA’s second-quarter current account deficit – this was negative for the fund’s holdings 
in foreign assets, Rand hedge counters and commodity ETFs. 

 Global developed market equities (+0.6%) rose for the third consecutive month as key central banks maintained 
accommodative monetary policy and the US Federal Reserve reiterated its plan for a mild rate hiking cycle – helping 
to bolster investor sentiment.   

 US equities (+0.1%) were unchanged while European bourses (+0.9%) rose – shrugging off deteriorating market 
sentiment for the region’s banking system precipitated by Deutsche Bank’s large DoJ fine and increased geopolitical 
risks associated with Italy’s looming constitutional referendum. 

 Emerging market equities (+1.3%), led by China (+2.5%), continued their outperformance. 
 The Japanese Nikkei (+1.6%) outperformed despite further Yen strength (+2.1% vs the US Dollar) – after the 

Bank of Japan pledged further monetary base expansion until inflation is stable above the 2% target and shifted 
its policy focus towards controlling interest rates. 

 The weaker Dollar supported commodity markets – with oil (+4.3%) receiving a fillip when OPEC announced a 
surprise preliminary agreement to modestly reduce oil output. 

Source: Foord 
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Editorial 
Words by Mauro Forlin, Operations Director 

A decade’s change in a week 
 

Dear Friends, 

Vladimir Lenin once said, ‘There are decades when nothing happens, and then there are weeks when decades 
happen’. 

(Being a capitalist, I feel strongly about not quoting those with communist ideals, so forgive me for quoting a 
communist, but these words describe the current state of change going on around us). 

In the last few weeks it feels like decades of change has happened. The world today is not the world we inhabited 
in the past. 

This sentence is interesting because it implies that in the past the world did not change but this is simply not 
true. The world is in a constant phase of changing all the time. Technology advances every day. Even in nature 
a certain cycle exists, but nonetheless things change all the time. Every season has a slightly different 
temperature; every time a wave washes up on a beach it changes the beach ever so slightly. 

The business and financial world that we at Global & Local inhabit every day is also in a constant state of change. 
In fact, not only is change inevitable, but if one doesn't keep changing, then you get left behind very quickly. 

This year has certainly been a year where things have changed. The financial world we inhabit today is very 
different to the one I remember entering some 22 years ago. I realised recently that nowadays when I read the 
financial news that a vast majority of the financial reporting is focussed on politics, government intervention and 
law rather than on economics and market activity. 

One should remember that years ago economic news was about how many cars the Chinese were buying and 
from who and how this would impact the global steel industry or how the advances in technology in the US 
Silicon Valley would impact the global supply of screens manufactured in South Korea. These are good and solid 
fundamental economic discussions. 

Recently I battle to find the difference between the political news and the economic news. As an example if one 
looks at the US economic news, this recently has been overrun by the rather dirty US presidential campaign. 
The difference between politics and economics? Well the political pages are all about who said what in the 
presidential debates and the economic pages have forecasts of which of these 2 candidates will be better for 
the US and global stock markets. When looking at the analysis of the UK stock market, this is overrun by the 
perceived benefits or fallout of Brexit. Similarly, in Europe, the economic discussions seem to centre upon the 
future of the European Community, the Euro currency and on the migration problems. 

In South Africa it is no different. In the past economic discussions and reports centred on levels of gold deposits 
and how much beer was being sold SAB. Now this has turned to how President Zuma’s supposed persecution of 
Finance Minister Gordhan is going to affect the Rand. 

Now whilst these are all fundamentally important aspects in the world, it reflects that at the moment it is political 
circumstances that are driving economic news and not economic fundamentals of where there are needs for 
products and services and which companies are able to provide the products and services to these customers. 

Recently I spent some time familiarising myself with the intricacies of the Special Voluntary Disclosure Program 
(SVDP) which allows errant South African tax payers to apply for amnesty on their contraventions of tax and 
exchange control. Interestingly the SVDP opened for applications on the 1st of October 2016, with a closing date 
for applications on the 30th of June 2017. However, the President is still to ratify this program into law by signing 
the required document. 



At Global & Local we have partnered with Swiss firm Geneva Management Group (GMG), who can assist our 
clients who wish to apply to the SVDP for amnesty. Just a word of warning here, please do not try and apply to 
SVDP on your own, use GMG or another professional firm to help you through this process as the consequences 
of not applying properly or not understanding all the aspects of this program can be quite onerous. 

Talking of change, Friday the 5th of October was the last day that one could trade SAB Miller shares on the 
Johannesburg Stock Exchange. On Monday the 9th of October marked the first day in over 100 years that SAB 
Miller shares were no longer available for trade. This marked an end to an era for a company that started life as 
the Castle Brewery. SAB Miller is now going to be part of the ABInbev stable, which is the largest beer brewing 
company in the world. 

Yet more change. On Saturday I had the unfortunate pleasure of watching the Springbok rugby game live in 
Durban. What has happened to our rugby? We seem to be years behind the All Blacks. The All Blacks are by far 
the best rugby team in the world, of this there is no doubt. Straight after the game we headed to a Durban 
steakhouse to eat and drink away the memory of the disaster we had just witnessed. We then proceeded to 
watch Argentina play Australia. Watching the game, my thoughts were that Australia were lucky to win this 
game. Argentina plays a gutsy game of rugby with flair! Unlike our lacklustre Springboks. 

Dear readers, the world is constant state of change, nothing is ever remaining the same, some change one can 
see and feel and other change seems to come about slowly. Everything changes over time. Here at Global & 
Local we also change and we keep an eye on how changes affect our client’s portfolios, and then yes recommend 
changes to these portfolios appropriately. 

With that I wish you well, and we hope the Springboks will find the ways to change back to being the best team 
in world again. 
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Report 

Special Voluntary Dispensation Program (SVDP) 
 

Common Reporting Standards and the Automatic Exchange of Information 
 
The world has never been smaller for global citizens facing coordinated efforts by multiple countries to enforce 
Common Reporting Standards (CRS) and encourage the Automatic Exchange of Information. 
 
South Africa is one of the 56 countries that will start proactively sharing investor information on 1 September 
2017, with another 44 countries committed to start sharing information in 2018. This means that investment 
product providers, banks, trust companies and other financial institutions will automatically report certain 
information to the tax authorities of the country in which an investment is held, as well as the country in which 
the holder of the investment is a tax resident. 
 
Information exchanged on Reportable Accounts will be: 
 
a. the name, address, tax identification number and date & place of 
birth of each Reportable Person; 
b. the account number; 
c. the name and identifying number of the Reporting Financial 
Institution; 
d. the account balance or value as of the end at the relevant 
calendar year or, if the account was closed during such year or 
period, the closure of the account. 
 
In light of this, South African taxpayers have one last opportunity to disclose foreign assets held in contravention 
of the relevant exchange control and tax laws. 
 
The Special Voluntary Disclosure Programme (SVDP), that runs from 1 October 2016 to 30 June 2017, is being 
offered through a joint SVDP unit, combining forces from the South African Revenue Service (SARS), dealing 
with the relevant income tax defaults and the Financial Surveillance Department of the South African Reserve 
Bank (FinSurv), dealing with exchange control contraventions. 
 
Where an applicant is eligible for relief, the income tax and exchange control application must be submitted 
through SARS’ e-filing portal. In the case of a ‘lesser misdemeanour’ for exchange control purposes, the 
application must be submitted through the applicant’s Authorised Dealer. 
 
While the terminology used in the SVDP bill relating to income tax is slightly different from that of the exchange 
control circular, applicants envisaged for both will include: 
 
• Individuals, including sole proprietorships; 
• Close corporations and companies; 
• South African trusts; 
• Deceased estates; 
• Insolvent estates; 
• Partnerships (each in their separate capacity for tax purposes). 
 
Prospective applicants will be provided with relevant and objective advice, review of supporting information, 
completion and submission of applications and tracking of progress including finalisation of the SVDP adjudication 
process. 
 
 



Frequently Asked Questions 
 
What are the possible consequences if I do not apply? 
Possible consequences of being found guilty of any contraventions 
are: 
 
• Criminal prosecution 
• Imprisonment of up to a maximum of 5 years. 
• A fine of up to 40% of undisclosed capital. 
• Interests on any unpaid taxes (currently 10.25%). 
• Understatement penalties of up to 200% for intentional tax evasion. 
• The names of convicted tax offenders may be published by SARS 
once all review and appeal proceedings have been completed. 
 
Who can assist with my application? 
Applications can be made through a representative with the 
necessary power of attorney which, given the complexity of the tax 
and exchange control processes, is highly recommended. 
 
What is a “lesser misdemeanour”? 
Lesser misdemeanours with regard to exchange control have a 
simplified application process and will not attract a levy. They include: 
 
• Immigrants who have yet to declare their foreign assets; 
• South African residents with foreign inheritances (prior to 17 March 
1998); 
• Foreign income (earned prior to 1 July 1997), not previously 
repatriated; and 
• Corporate entities, with approved financial investments, that have 
not (prior to 29 February 2016) kept up to date in their ongoing 
reporting and disclosures of changes, can submit all outstanding 
documentation to become fully compliant with their obligations. 

• Foreign inheritances from a South African resident. Note that specific regulations apply to so-called “loop 
structures” and will have the effect that a full SVDP application must be made in certain instances

Spotlight 

Hedge funds: not just for the elite anymore. 

Words by Reneé Bold, Technical Analyst  

In the past, Hedge Funds have been associated with higher risks and higher fees than traditional investments, 
often seen as the “rogue players” of the investment industry for the elite that can afford to take a gamble. South 
African Hedge Funds have however become a cost effective way to lower the risk of your investment portfolio 
whilst adding diversification thus improving the risk adjusted return for the portfolio. 
 
In the 2015 Budget speech it was announced that as of 1 April 2015 South African Hedge Funds will be regulated 
under the existing Collective Investment Schemes Control Act, No. 45 of 2002 (CISCA). This is a big move as 
South Africa is the first country to implement regulation over the Hedge Funds themselves (Hedge fund 
managers are regulated at fund manager level and need a category IIA licence under the Financial Advisory and 
Intermediary services (FAIS) Act). The new regulation included that Hedge Funds now fall into two categories; 
Qualified Investor Hedge Funds and Retail Investor Hedge Funds. The Retail Investor Hedge Funds are available 
to all investors however they are more strictly regulated, as where Qualified Investor Hedge Funds are for 
investors with expertise of the hedge fund market and are willing to invest R1 million or more. 
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Hedge Funds invest in the same instruments available in the market as to other asset managers, but are able 
to employ practices that are unavailable to traditional investments. This allows these funds to achieve gains in 
the market where counter parts like Unit Trusts aren’t able to. One such practice is Short Selling which involves 
selling an asset, then at a later stage buying back the asset back at a lower price, profiting from a fall in the 
asset price as the fund was able to sell the asset at a higher price than which it later bought it back in the 
market. 
 
When taking for example the 2008 global crisis the JSE ALSI returned -23.23% for the 12 month period but the 
aggregate return of all hedge funds strategies in SA where +9.03% it clearly shows how these funds have the 
ability to generate an alternative source of return relative to more conventional investments. (Source: Association 
for Savings & Investment SA). 
 
Hedge Funds are also classified according to the strategy they employ. There are many strategies such as Equity 
Market Neutral, Fixed Income Hedge, Multi-strategy, Commodities, Volatility Arbitrage, and Equity Long/Short 
amongst others. The Equity Long/Short strategy being the most predominant in SA, hold both long and short 
positions in equities and equity derivatives profiting from both the positive and negative movements in the 
market. 
 
Some of the benefits of allocating part of your portfolio to hedge funds are: 
   

 Increased capital protection 
 Minimising drawdowns resulting in lower risk and volatility of your overall portfolio 
 Diversification 
 Lowering the correlation with other assets 
 Increased gearing 

 
The Global & Local Technical Team recently met with Eugene Visagie the head of hedge fund investments at 
Novare Investments to discuss the launch of their hedge funds on the Investec platform as of the 1st of 
November this year. A number of hedge funds will then be easily accessible to trade in the same way Unit Trust 
funds are. With low minimum investments (R50 000 lump sum and R1000 monthly debit order) hedge funds are 
now an alternative investment to be considered to add to a diversified portfolio. 
 
In 2011 Regulation 28 introduced a 10% investment allowance to hedge funds (and other alternative 
investments) where a hedge fund allocation could now add significant benefits to retirement savings sector. 
 
Hedge Funds are still very new in the industry in comparison with other traditional funds in SA, with the first 
single manager fund established in 1995. Even though hedge funds are only holding a small segment of the 
total Investment industry (where there is roughly R2 trillion invested in unit trusts), it is undoubtedly a sector 
gaining interest with an industry size of R68.6 billion (as of June 2016) and 118.3% industry growth over the 
last five years. 
 
With the recent volatile market Hedge Funds could offer better performance with their ability to generate an 
uncorrelated source of return relative to traditional investments. The Global & Local Team look forward to see 
how these instruments perform going forward. 
 
*Source: Novare Hedge Fund Survey 2016 
 

 
 
 
 
 




