
 
 

 

FINANCIAL BULLETIN December 2018 

 

 

Dear Member 

 

Investors needed a real strong stomach to have survived the last three months of uncomfortably 

high volatility levels. From the beginning of September to the end of November 2018 the JSE All 

Share Index lost nearly 14%. A declining equity market on top of a struggling economy is normally 

the ideal environment for reduced interest rates or at worst, stable rates. 

 

You can therefore be excused for asking why on earth the South African Reserve Bank decided to 

increase interest rates by 0.25% under these difficult circumstances? It was clearly a close call with 

three members voting in favor of a hike and three members in favor of keeping rates on hold. The 

deciding vote was that of the Governor who was in favor of an increase. 

 

The Reserve Bank has a firm inflation target range of between 3% - 6% but they have more recently 

made it clear that they want to anchor inflation expectations closer to the mid-point of the target 

range at 4.5%. With inflation already above 5% and the Reserve Bank expecting it to peak at 5.6% 

in 2019, the Bank erred on the side of caution by increasing rates now by a small percentage. If they 

waited too long it could have forced their hand to eventually hike by much more.  

 

The Reserve Bank is predicting a further three 0.25% increases over the next 18 months but the CRF 

economist predicts only one further increase of 0.25% which will most likely happen during March 

next year. This will however be dependent on the hiking cycle in the USA of which we will only have 

a clearer picture post the Federal Reserve meeting of December 2018. 

 

The best news for all South Africans this year was the collapse of the oil price as well as the stronger 

Rand during November. This caused the fuel price to drop by R1.84c/liter; the most ever in a single 

month. If the oil price does not rebound quickly, this could bode well for inflation which in turn could 

limit the number of interest rate increases that South Africans may be faced with. 

 

On the international front, volatility in equity markets also continued during November. Investors are 

still very uncertain on the growth prospects for the US during 2019, with many fearing a sharp 

slowdown due to the trade war and higher interest rates. Fortunately for the moment anyway, it 

looks like Donald Trump kissed and made up with China. Otherwise as he commented to The Wall 

Street Journal in November, he was still likely to increase tariffs on $200 billion of Chinese goods and 

slap tariffs on the remaining $267 billion of imports. This will probably complicate markets even 

further. 

 

It is clear from the table below that South African equities struggled again during November, but 

international equities measured in US Dollars gained 1.14%. Due to the strong Rand in November the 

return on international equities for local investors was negative by nearly 5%. However, the strong 

Rand and higher short-term interest rates contributed positively to local bonds. 

 

 



This table reflects the returns of the major asset classes during November 2018: 

 

Asset class Return: November 2018 

JSE All Share Index -3.17% 

MSCI World Equity Index (USD) +1.14% 

ALBI (Bonds) +3.87% 

STEFI (Cash) +0.58% 

SA Listed Property -1.29% 

ZAR/USD  -6.1% (Appreciate) 

 

I think you will all agree that at the end of every year you have to wonder if this year really did have 

365 days as it always feels that the most recent year is shorter than the one that has gone before. 

No matter how short or difficult this year has been for you, this is an opportune time to reflect on 

2018; take pride in how far you have come and have faith in how far you can go.  

 

I wish you all a happy festive season and that you will have enough quality time to spend with family 

and friends. 

 

 
 

Kobus Sadie 

Principal Officer 
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