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MANAGEMENT  REPORT SEPTEMBER 2011 
 
If 2008 were about bankrupt banks, 2011 is about bankrupt developed 
world countries, leading to deteriorating growth which together with 
interest rates at record lows makes an economic upturn more difficult 
this time around 
 
A barrage of shocks hit the international economy this year: 
 

- Japan was struck by the devastating Great East Japan 
earthquake and tsunami. 

- Unrest  swelled in oil producing countries. 
- The handover from public to private demand in the US economy 

stalled. 
- The Euro area encountered major financial turbulence. 
- Global Markets suffered a major sell-off of risky assets and 

therefore there are growing signs of spill over to the real 
economy. 

- Political unrest and uncertainties. 
 
These risks are clearly to the downside, and according to the IMF 
warrants particular attention from policy makers. 
 
Christine Lagarde, IMF chief re-iterated that all the above risks have 
been aggravated further by a deterioration in confidence and the 
growing sense that policy makers do not have the conviction, or 
simply are not willing to take the decisions that are needed. 
 
Until such time as the above have been sorted out by the policy 
makers we will experience uncertainty and global economic 
volatility. 
 
Locally the Reserve Bank Monetary Policy Committee confirmed that 
the downside risk to the global and domestic growth prospects has 
increased. 
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Growth in some of the advanced economies has weakened against 
the backdrop of financial market turbulence generated in large parts 
by the unresolved European sovereign debt crisis. 
 
Whilst they have decided to keep the repurchase rate unchanged  at 
5.5% per annum, they are concerned at the potential impact of 
current global turmoil on domestic economic prospects and therefore 
stands ready to act appropriately should the need arise. 
 
It is worth noting the following: 
 

- Rand volatility is a moderate but rising risk to the inflation 
outlook. 

- Growth forecasts to GDP have been revised down from 3,7 to 3,2 
in 2011 and from 3,9 to 3.6 for 2012. 

- A further rate cut remains a possibility in due course. 
 
Amidst all these happenings we have been able to steer through the 
turmoil by strictly adhering to our philosophy of strategic asset 
allocation.  By not exposing your portfolios to all the volatile market 
movements we are still achieving positive returns. 
 
We intend to continue protecting your capital by applying our asset 
allocation approach until such time as more certainty about all the 
exogenous factors is experienced. 
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