
 
 

Financial Bulletin November 2018 

 

Dear Member, 

 

In my last two financial bulletins, I mentioned the record long bull market in US equities and 

specifically warned in the August bulletin that after such a long bull run, investors need to be much 

more cautious in how they approach investments. Unfortunately, those concerns were realised 

much sooner than hoped. 

 

During October, the South African equity market became even more volatile than what it was 

during September and the move in share prices up and down on any given day was extreme. What 

made October different from September was that international markets followed the same pattern 

with market volatility being as extreme as last witnessed in 2011. 

 

What caused all of this? Although companies in the US reported earnings and sales that were 

generally better than expected, forward guidance was a lot less positive. In other words, most 

companies anticipate the next couple of quarters as being more difficult than those experienced 

recently. 

 

The one area of concern during the last quarter was the increase in input costs. This could be 

attributed to higher short-term interest rates and the much talked about trade war where the tariffs 

imposed by President Trump on imported goods from China, are starting to filter through to the 

income statement of many companies. On top of all these issues, the Federal Reserve in the US is 

also busy reversing its quantitative easing program. This means that whereas the bank had been 

pumping liquidity into the market for nearly ten years, it is now doing the opposite. All these factors 

combined mean that a decade of easy money has now come to an end. 

 

In South Africa we saw our new finance minister present his first medium term budget. Unfortunately, 

there was very little, if any, good news to be found in this budget. The projected budget deficit for 

the tax year ending 2019 came in even higher than what was previously predicted which does not 

bode well for South Africa’s credit rating. With only one of the rating agencies still rating our credit 

at investment grade, South Africa is now again running a real risk of being downgraded to junk 

status. 

 

From the information above you have most probably already realised that the returns during 

October 2018 for most asset classes, but specifically equities, were terrible to say the least. 

 

The table below reflects the returns of the major asset classes during October 2018: 

Asset class Return: October 2018 

JSE All Share Index -5.76% 

MSCI World Equity Index (USD) -7.34% 

ALBI (Bonds) -1.71% 

STEFI (Cash) +0.59% 

SA Listed Property -1.69% 

ZAR/USD  +3.90% (Depreciate) 



 

We are always trying to improve our communication with our members and we have decided to 

include a new table showing the returns of the CRF’s portfolios. 

 

The table below reflects the returns of the CRF’s portfolios for October 2018: 

CRFund Portfolios Return: October 2018 

Growth  -2.96% 

Shariah -1.11% 

Moderate +0.24% 

Money Market (previously known as Protection) +0.69% 

 

The Fund chairman and I were privileged enough to be invited to the recent South African 

investment conference hosted by President Ramaphosa. Over a thousand delegates, representing 

more than 25 countries, attended the conference. 

 

There is no doubt that the new president is committed to changing the direction in which the 

country is heading and he hopes to achieve this by restoring investor confidence, which was totally 

destroyed by his predecessor. If he is successful in this quest, it will lead to new investments, which 

again should lead to stronger economic growth. With a robust economy behind him, he will be able 

to address many of the issues the country is currently facing. Although the president’s intention is 

clear, it will unfortunately take him some time to achieve the desired result. 

 

To conclude: The ship called South Africa has a new captain at the helm and although it has taken 

on a lot of water over recent years, the new skipper is trying to plug the leaks and turn it around on 

course for the safety of the harbour for much needed repairs. 

 

What is important is that all the crew, which metaphorically speaking includes all South Africans, 

work together to make sure we arrive in the port safely and on time. We need a completely 

overhauled and refitted ship to navigate and face the foreboding world oceans over the next few 

years. 

 

 
 

Kobus Sadie 

Principal Officer 
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