
 
 

FINANCIAL BULLETIN February 2019 

 

Dear Member, 

 

Being the serious adrenalin junkie that I am, I jump at every opportunity to get that 

feeling of adrenalin rushing through my veins. One of the best ways to experience this 

rush is to go on a roller coaster ride. The feeling of getting on the coaster, strapping 

yourself in and waiting for that surge of acceleration followed by all the loops and 

turns is something that is hard to explain to someone who has never been on such a 

ride. This, however, is not nearly as nerve-wracking and scary as the roller coaster ride 

that investors across the globe have experienced since the beginning of the fourth 

quarter of 2018. 

 

To show how bad this ride was, you need only look at the returns of the major indices 

in the US during December 2018. The Dow Jones and S&P 500 had their worst 

December since 1931 and the worst month since the financial crisis in 2008, declining 

by 5.6% and 6.2% in US Dollars respectively. 

 

Fortunately, we’ve seen a major recovery in January 2019 with both indices having 

their best January since 1987, and both up by more than 7%. This is a typical example 

of human nature and the tendency to overreact to short term news events. 

 

During December 2018 the trade war and concerns about the pace of interest rate 

hikes in the US were the main drivers of the negative sentiment. However, towards the 

end of December there were clear indications that the US and China will hold talks to 

try and resolve trade issues before the 1 March 2019 deadline set by President Trump. 

At the same time, comment coming from the Federal Reserve Bank in the US 

indicated that interest rates may not go up as quickly as many may have feared. I 

would summarise the last two months as follows; Complete negative over reaction in 

December, followed by complete positive over reaction in January. Human beings 

may have come along way over many thousands of years but controlling our 

emotions and fears still seems to be a huge problem! 

 

Turning our focus back to the local economy, it seems that South Africa may be over 

the worst. Several of our local companies, after more than 5 years of near zero share 

price growth, seem to be set for an upswing. This is of course dependent on our 

President being able to clean up government and get the structural issues, that are 

preventing economic growth, resolved, or at the least partially resolved. This, 

however, will by no means be an easy task! 

 

With the fuel price that came down significantly in the last couple of months of 2018 

coupled with a stable and stronger Rand, inflation seems to be well under control. This 



will allow the Reserve Bank some room to manoeuvre and they will be able to hold off 

on further increasing interest rates. This means that the SA economy should not face 

further headwinds coming from higher interest rates. 

 

From the table below you can see that most asset classes showed very strong returns 

during January, led by South African listed property. The strong Rand did unfortunately 

erode most of the gains achieved from offshore assets. 

 

This table reflects the returns of the major asset classes during January 2019: 

 

Asset class Return: January 2019 

JSE All Share Index +2.81% 

MSCI World Equity Index (USD) +7.78% 

ALBI (Bonds) +2.90% 

SA Listed Property +9.18% 

STEFI (Cash) +0.60% 

ZAR/USD -7.7% (Appreciate) 

 

Always remember, as was demonstrated during December 2018 and January 2019, 

that Human emotions are erratic and that the volatile period we experienced over 

the last couple of months is certain to be repeated sometime in the future. Long term 

investors should ignore the short-term noise and focus on the long term results they 

would like to achieve. 

 

 
 

Kobus Sadie 

Principal Officer 
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