
 
 

CRF FINANCIAL BULLETIN FEBRUARY 2018 

 

Dear member, 

 

As mentioned in my most recent newsletter, 2017 was a very eventful year not only for the Fund 

but for South Africa as well.  At that stage most South Africans were very negative regarding 

the future prospects of our wonderful country due to all the negative publicity. The negativity 

started way back in December 2015 when finance minister Nene was fired. After that event, 

one scandal after the other was brought to the fore implicating numerous government 

officials, ministers and of course the president himself.  

  

For this reason you can understand why the business confidence index was in constant decline 

over this period, testing multi year lows in the second half of 2017. Going into the December 

holidays South Africans were faced with the ANC elective conference and the succession fight 

for the ANC presidency between Mr. Ramaphosa and Mrs. Nkosazana Zuma.  The fact that 

the conference was held and that the election went without too much incident was already 

a market positive. The final result declaring Mr. Ramaphosa the winner gave most South 

Africans and international investors alike, hope that corruption will be tackled, and that 

economic growth should improve.  

  

International investment flows, into the South African equity market during December, were 

staggering to say the least. A total of R31b flowed across our border into South African equity, 

the most since the economy opened up in 1990. These inflows coupled with the current positive 

sentiment supported the Rand which appreciated from a low of R14.45 as recent as 14 

November 2017 to R11.87 at the end of January 2018. The strong Rand will help to contain 

inflation, at least in the short term, which in turn will give the Reserve Bank leeway to hold back 

on hiking rates. 

  

Unfortunately, Mr. Ramaphosa is facing an uphill battle taking over an economy that was 

brought to its knees by his predecessor.  The question that remains is: Is the message that he is 

trying to convey enough to change Moody’s view and will they keep South Africa’s rating on 

investment grade? On the fundamentals alone, I unfortunately do not think so, but we will only 

know for sure after the budget speech on 21 February 2018. 

  

At the end of the day the most important thing for our members is what happened in the 

markets. On the local front, January was a very difficult month. This was mostly due to a very 

negative and arguably reckless report that came from a little-known company.  



Viceroy, a three-man company in the US, published a report on the second last day of January 

calling Capitec bank “a wolf in sheep’s clothing and a loan shark”. This created negative 

sentiment across most stocks on the JSE and the All Share Index was dragged down 

significantly over the last two days of January.   

 

Fortunately, shortly after the report the Reserve Bank announced that Capitec is solvent, well 

capitalised and has no liquidity problems. The share price subsequently recovered some of the 

losses. Notwithstanding the drop in JSE All Share Index towards the end of January, the Index 

still managed to squeeze out a positive return of 0.1%. International equity is still gaining at an 

unbelievable pace, gaining another 5.5% in US$ terms following on 22.4% in 2017. Although 

great for investors, I doubt very much if this can be sustained for much longer. 

  

Returns of the major asset classes during January 2018: 

 

Asset class Return: January 2018 

JSE All Share Index +0,1% 

MSCI World Equity Index 

(USD) +5.5% 

ALBI (Bonds) +1,86% 

STEFI (Cash) +0,60% 

SA Listed Property -9.91% 

ZAR/USD  -4,0% (appreciate) 

 

The next important event to look out for during February is the budget speech. Let’s see if Mr. 

Gigaba can surprise all the critics and encourage a positive sentiment. We will elaborate a bit 

more on that in the next Financial Bulletin. 

 

Kind regards,  
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