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DEAR MEMBER  

For investors, especially if you are responsible for other people’s money, the month of May always tends to get the 

nerves going, mostly because of the age old adage: “Sell in May and go away”. 
 

Historically May is the start of a difficult period for world equity markets, but what makes it even more tense this time 
round, is that markets have now had one of the longest rallies in history. 

 

Even though markets were sideways for most of the month, May unfortunately lived up to its nasty reputation and the 
local market started showing signs of cracks during the last week of the month. 

 
What caused this nervousness? After months and even years of speculation about when US interest rates will rise, 

one of their monetary policy members spilled the beans by admitting in an interview that the chances are high for a 
rise in rates before the end of 2015. 

  

Since my first financial bulletin in August 2014, I have been warning readers that this multi-year bull run was driven 
by excess liquidity and if this liquidity should dry up, it could cause a reversal of this trend. We also cautioned that the 

markets that could suffer most will probably be emerging markets, simply because they gained the most from the 
easy money. As South Africa is seen as an emerging market, we were unable to avoid the negative sentiment, with 

the JSE All Share Index losing nearly 4%. 

 
Fortunately, developed markets were able to escape most of this negative sentiment and the MSCI World Equity 

Index in US$ was able to squeeze out a positive return. This helped the Growth Portfolio with its current overweight 
position in offshore equity and a substantial underweight position in SA Equity. 

  
Although we were perfectly positioned for this market environment with a significant underweight in SA equity, the 

CRF’s benchmark for this asset class still represents the bulk of the Fund assets and therefore the Growth Portfolio 

will most likely show a negative return for the month of May. 
  

The adage in the first paragraph ends by saying: “and don’t come back until St Leger’s Day”. Although we hope that 
volatility does not continue for that long, we need to remember that with volatility comes opportunity, and we have 

stockpiled a large amount of cash to deploy if we see a significant market correction.  

Rising long term interest rates caused South African Bonds to lose 0.49% and this spilled over to listed property, 
which in turn was barely able to squeeze out a positive return of 0.04%. 
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