
 
 

FINANCIAL BULLETIN APRIL 2018 

 

Dear Member, 

 

I thought it would be an impossible task to repeat the optimistic outlook of the March 2018 

Financial Bulletin, but fortunately we are still benefiting from the political momentum which has 

picked up the pace since the beginning of 2018.  

  

Due to the recent positive sentiment towards South Africa the Rand has gained from the end 

of last year against all the major currencies, which in turn caused inflation to be lower than 

expected. This allowed the South African Reserve Bank to lower the repo rate by 25 basis points 

to 6.5% on 28 March 2018. 

  

This is one example of how everything in the economy is connected and it is a clear indication 

of the chain reaction that any positive or negative event or decision can have on a country’s 

economy.  This newly structured South African government, committed to good governance 

and prudent spending, can be very favourable for our economy. One must just always be 

aware that the opposite also holds true - any decision that causes a negative perception can 

have a detrimental effect on the entire economy. 

  

There are many reasons for the strong Rand since the end of 2017, but the one reason that 

stands out was the expectation that Moody’s will take the recent change in political 

leadership into consideration, and the positive effect this could have on our economy. The first 

noticeable change of direction was seen in the February 2018 budget with the commitment 

to cut the budget deficit and steer the economy away from the proverbial fiscal cliff. This was 

clearly demonstrated when, amongst other things, it was announced that the VAT rate will 

increase to 15%.  Although it was a very unpopular move, it was probably one of the last arrows 

left in Treasury’s quiver to get the budget back on a long term sustainable path.  

  

Moody’s viewed all the steps implemented by Mr. Ramaphosa in a very short space of time as 

positive and announced during March that they will keep South Africa on an investment grade 

rating. The rules of the World Government Bond Index (WGBI) state that all three major rating 

agencies must downgrade a country, before it will fall out of the index. Although the other two 

rating agencies have already downgraded South Africa to junk, Moody’s holding back, has 

allowed South Africa to stay in the index, at least for the short term. To make sure we maintain 

this rating over the longer term, any steps necessary to bring the budget deficit and 

subsequently the debt-to-GDP ratio down to acceptable levels, need to be implemented, 

even if they prove to be unpopular. 

  

On the international front, Mr. Trump still ruffles feathers by imposing import tariffs on steel and 

aluminium. This was what he called “the first of many to come”, leaving investors worldwide 



fearful of a full-on trade war. China has already retaliated with import tariffs on certain US 

goods, although to a much lesser extent than those implemented by the US. As a result of this 

continued uncertainty world equity markets including South Africa remains volatile. 

 

The figures in the table below are an indication of how equity markets suffered another month 

of negative returns during March, with the JSE All Share Index down by 4.18% and international 

equity as measured by the MSCI World index down by 2.18%. 

 

Returns of the major asset classes during March 2018: 

 

Asset class Return: March 2018 

JSE All Share Index -4.18% 

MSCI World Equity Index (USD) -2.18% 

ALBI (Bonds) +2,07% 

STEFI (Cash) +0,60% 

SA Listed Property -0.96% 

ZAR/USD  -0.33% (appreciate) 

 

Although our government is now moving in the right direction, it will take time to turn the South 

African economy through a full 180 degrees, which is what’s needed considering the direction 

we were heading in. For now, though, it seems that the right people are at the ship’s helm. 

Kind regards,  

 

 
 

Principal Officer 

Kobus Sadie 
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