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DEAR MEMBER  

 

During the month of September the local Reserve Bank as well as the US Reserve Bank were the two institutions 

being closely observed to give guidance on the future direction of interest rates. 

The first to announce their decision was the Federal Reserve Bank in the US. This announcement was important as 

the Fed has been keeping interest rates at record low levels since late 2008. At the meeting they once again 

confirmed that they plan to continue keeping rates low for a “considerable time” into the future. 

 Together with the low rates, the Bank has also been pumping unprecedented amounts of liquidity into the market 

through a process known as quantitative easing (QE). The third and final round of QE, is in the process of being 

tapered and should end during October 2014. 

The total amount of the three rounds of QE amounts to more than $3t. Yes you read correctly! It is a “t” behind the 

three suggesting $3trillion. Just to indicate how big this number really is lets show it with the zeros and you get 

$3 000 000 000 000. This is by any measure a serious amount of liquidity and if you want to know how many Rands 

this is you just add another zero! 

Effectively this is new money that was printed by the US Reserve Bank and pumped into the economy to try and 

stimulate economic growth. Ironically a lot of this money found its way to emerging markets which included South 

Africa, explaining, to a certain degree, the staggering rise in the JSE Allshare Index since 2009. 

Since the turning point on the JSE during March 2009, local equities have increased by 219%, including dividends. 

One can seldom make a prediction about investments with accuracy, however I am concerned that this type of return 

will unfortunately not be repeated over the next five years. 

Locally, the South African Reserve Bank also decided to keep rates on hold. Their reasoning behind the decision was 

inflation turning lower sooner than what they expected as well as economic growth that is barely positive. Although 

they kept rates stable for now, it will inevitably have to rise when South Africa's international counterparts start 

increasing their rates. 

 



During September signs of China slowing down further, as well as a very strong US$, was disastrous for resource 

prices. This in turn caused the price of resource shares to tumble. The local resource index was down by more than 

6%, which in turn dragged the JSE All Share Index lower by 2.5% for the month. 

 

 

Let’s hope I have more positive news for October. 

 
Kobus Sadie 

Chief Investment Officer 
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