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DEAR MEMBER  
 
Stormy investment markets upon us! 
Over the past eighteen months, the Trustees have been warning members that the markets would eventually turn negative and some of you 
may have noticed that if you go into your secure site, that your investment value has dropped in the past quarter. You need to bear in mind 
that as a member in a Defined Contribution Fund, you may experience negative returns from time to time, as you are directly impacted by the 
investment climate on the day. The market over the last twelve months, unlike the past five years, has given a much lower return and even 
negative returns in certain sectors, such as resources. 
 
The month under review: 
As is the case with all news headlines, the most sensational headline will be reported on over and over again. For most of June and the first 
week of July, the Greek story has been dominating news headlines, but what most seem to have missed is the continuing slowdown in China. 
China’s phenomenal growth story is one that, in my opinion, will form part of lectures in Economics for decades to come. 
  
The Chinese economy went through one of the longest uninterrupted growth phases in the history of the world. It started as early as 1978 
when the then elected prime minister announced radical economic reforms. Since then, the economy has grown by an average of 10% per 
annum for more than 30 years. To put this in perspective, the highest growth rate South Africa achieved over the same period was 6.62% and 
that was only for one year! 
  
The growth rate in China has however started to slow over the last two to three years, and according to the IMF could sink as far as 6.8% 
during 2015. This would be the lowest growth rate experienced by China since 1990. The growth in China was primarily attributable to the 
infrastructure development, for which significant resources are required. China has been developing infrastructure that will be sufficient for 
many years to come and the recent slowdown in their economic growth reflects this slowdown in infrastructure development. 
  
The decrease in demand for resources has in turn resulted in a drastic decline in resource prices. Of course, if resource prices come down, 
resource shares will naturally follow. The table below shows the decline in certain resource prices as well as the price movement in some of 
the well-known South African resource shares - truly a sad picture! 
 

 
 
With the risk of sounding like a broken record, we again need to warn our members that the world is facing a rising interest rate cycle. Hence, 
with equity and bond markets already expensive, we are all facing another year of potentially low returns. 

 

 
 
 



To conclude my previous bulletin titled “The Greek tragedy”… 
  
I am glad to say that Season 4 finally came to an end, with a dramatic show of brinkmanship between Greece and its creditors. 
Unfortunately for Greece, the creditors got their way in the season finale. Ironically though, both parties thought it was a bad 
deal and the creditors still believe that Greece’s problems have not yet been resolved. Needless to say, this may again lead to a 
new Season, potentially to be aired towards the end of the year. Watch this space, as the CRF will keep you abreast of any new 
developments that could potentially impact on your retirement savings. 
 

 
 

I think it is safe to say that if the Greeks could change their name and run away from their problems they would do so without thinking twice.  

In the case of the CRF however, we are in exactly the opposite position. The Fund is growing by leaps and bounds not only in membership, but 
in assets as well. The Fund is currently the custodian for the retirement savings of more than 39 000 members, totalling an impressive R19b. 
We have crossed the borders of the three Cape provinces and are expanding nationally, thanks to you our loyal members. 
For this reason, the BOT decided to change the Fund’s name (effective 1 July 2015) to the Consolidated Retirement Fund for Local 
Government. This is a significant step in further growing the Fund nationally, and with growth in member numbers, there is always the 
potential to negotiate better benefits for all our members. 
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