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World Economy 

 

An announcement by the ECB regarding monetary stimulation is expected in 
December. The Euro continues to deteriorate against the US$, which may lead to 
parity between the two denominations soon. This will add to motivating the 
possible first interest rate increase in 9 years by the FED in December 2015. 
Regulatory authorities seem to be on a clampdown on companies worldwide. 
Large security firms in China are being investigated for margin and short selling. 
Some banks, which include FirstRand and Barclays were fined in the USA. 
Standard bank is negotiating with the UK authorities regarding a $40 million 
fine. The oil price declined during November from $49.5 a barrel to levels of $44 
a barrel.  Japan is experiencing a labour shortage, which may influence future 
growth and Russia imposed sanctions on Turkey, which may have serious effects 
on their economy.  
 
SA Economy 

 

The consumer price index (CPI) increased marginally to 4.7% year on year 
during October. The SA Reserve bank increased interest rates with 25 bps to 
6.25%. Reason being the depreciation of the Rand, worsening draught conditions 
which most likely will impact food prices and possible additional electricity tariff 
adjustments. In light of SA nearly moving into a recession, it may seem not the 
best decision for the struggling economy. The improvement in the Rand 
exchange rate, due to the Repo rate increase, changed to record lows after the 
announcement of an increase in the trade deficit of R21.4bn in October from a 
revised R1.3bn in September. New record highs were achieved by Naspers, PSG 
and British American Tobacco, while Anglos dropped to levels last seen in 2001. 
Foreigners sold R19.3bn worth of equities and bought R19.9bn SA bonds at the 
same time during the past month.  
 
Initiatives and trends to follow 

 

• The ECB decision regarding monetary stimulus. 

• The negative trend in the Rand, Euro and Pound rate of exchange against 

the US$, which may turn after the expected rate hike by the FED. 

• The possible downgrade of the SA investment rating by rating agencies 

Standard Poor and Fitch. 

Given the focus on regulatory compliance, it is clear that companies and their 
management will be judged by their integrity and emphasis on compliance. 
 
 
 
 
 



 

 
Expectations 

 

Having had a wonderful run of real returns on almost every asset class during 
the past decade, expectations of double digit returns became the norm. 
 
International and local developments though call for caution by investors 
moving into the next decade with lower expected returns. 
 
Reasons being: 

1. An overpriced equity market because instead of prices following earnings, 

investors are prepared to pay more for dividend flows provided by shares 

without the underlying basis or good earnings; 

2. Rising interest rates; 

3. Low productivity; 

4. Electricity and water supply; 

5. Expanding government sector. 

 
Nobles philosophy of safe guarding capital and investing into the correct asset 
classes will continue to be a priority in 2016. 
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