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QUATRE

A french ballet term meaning, four of something. 
GraySwan provides their perspective on each of the four financial quarters.

“SUCCESS TAKES AN INVESTMENT IN TIME, DEDICATION, AND SACRIFICE. 
THIS IS TRUE EDUCATION. IT IS A PROCESS.” 

- Robert T. Kiyosaki

YOU MUST UNDERSTAND 
THE SMALL PIECES WHICH MAKE UP 

THE BIG PICTURE.

SA Inflation (y-o-y) 4.10%
ALSI Level   56,462.55
Prime Rate  10.00%
Overnight Call  6.73%
Gold Price (R/kg)  R 603,532.71

Dollar / Rand Exchange Rate         R14.49
Euro / Rand Exchange Rate          R16.26 
British Pound / Rand Exchange Rate  R18.90
Brent Crude Oil ($/Barrel)         $67.59
Gold Price ($/OZ)                        $1,291.91
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Opposed to the horrific last quarter of 2018, the first three months of 2019 brought a sigh of relief on many fronts. 
With only a handful of setbacks investors experienced mostly positive outcomes in various sectors and regions. Let’s 
delve into the detail…
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Financial planning is about more than just good advice or investment returns.
It’s about providing guidance that you can trust.

LOCAL MARKET OVERVIEW

South African equities as represented by the JSE All Share Index (ALSI) gained 7.97% from January to March 2019, 
making this the best first quarter in a decade. Although this is definitely good news, the ALSI underperformed global 
equity markets, and certain stock prices, specifically in the retail sector, took a massive plunge.

Strong performance in the commodities sector assisted the JSE’s upward movement, with Impala Platinum gaining a 
monstrous 68.74%, Lonmin 54.92% and Sibanye Stillwater 47.28%:

Source: JSE Ltd.
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“To invest with success, you must be a long-term investor.” 

 - John Clifton Bogle

After plummeting almost 30% in September last year, Aspen’s share price also shed another 26% between September 
2018 and March 2019 after an announcement that they are going to sell their infant formula business to Lactalis 
International. The latest 28.69% price drop in March came amid concerns over Aspen further delaying this sale to May 
of this year:

As consumer spending declined due to the weak economy certain role players in the retail sector took a beating, in the 
form of Mr Price’s share price falling by 23%, Shoprite’s by 17%, Woolworths’ 16% and Spar’s by 8%.  

Since announcing a decline in revenue of its South African service for the last quarter of 2018, Vodacom’s share price 
lost almost 12% since January.

The consumer price index (CPI) slowed from 4.5% in December to 4% in January, but inched up to 4.1% year on year in 
February, mainly because of an increase in transport costs as the fuel price shot up, as well as slight increases in certain 
goods and services:
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“Patience, persistence and perspiration make an 
unbeatable combination for success. ” 

- Napoleon Hill

The Rand ended 2018 on R14,43 against the US-Dollar, after which it reached R13,26 on 1 February. Subsequently it 
weakened from there on and ended the first quarter of 2019 on R14.50, as can be seen below:

South Africa’s economic growth slowed to 1.4% in the fourth quarter of 2018 (+2.6% in Q3 2018), mainly because of a 
slowdown in the services-, agricultural- and manufacturing sectors:
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Another factor hampering South Africa’s economy is the uncertainty of power utility Eskom’s state of affairs. With load 
shedding rearing its ugly head during the first quarter, and even reaching the dreaded ‘Stage 4’ for six consecutive days, 
rough estimates say it may have cost SA as much as R38billion during the first quarter. 

But the latest from Public Enterprise Minister, Pravin Gordhan is that load shedding will be limited to stage 1 during the 
winter months. He also said that one of the challenges Eskom faces is a lack of experienced employees. How this will 
be dealt with will have to be seen.

Minister of Finance, Tito Mboweni, announced during his maiden budget speech in February that Government will 
allocate a R69 billion ‘financial support package’ to Eskom over the next three years, with a number of critics concerned 
about the practicality and sustainability of financially carrying the parastatal for any amount of time, let alone a number 
of years. Mboweni is also of the opinion that some form of privatisation must be considered for certain government 
assets, given the poor state of the national finances – a discussion to keep an eye on during the coming months. 

The fuel price has had a tumultuous first quarter. The price of 95 ULP (inland) ended 2018 on R15.24, and dropped 
significantly to R14.01 in January. After climbing just 7c per litre in February, it increased by 75c per litre to R14.82 by 
March thanks to an increase in the international petroleum price and a weakened Rand:

“Challenges are what make life interesting. 
Overcoming them is what makes life meaningful.” 

- Joshua J. Marine

Source: AA



QUATRE 2019 Q1 MARKET COMMENTARY

www.grayswan.co.za   l   021 852 9092 (CT)   l   011 431 0141 (JHB)

INVESTMENT CONSULTING  I  WEALTH MANAGEMENT  I  TREASURY SOLUTIONS

With the forthcoming national elections on May 8th, the country is somewhat uneasily anticipating the possible results. 
It seems like corporate investors are hanging on to their funds for now as we are currently sitting with some of the 
largest corporate cash deposits in recent history.

Overall, it looks like the only aspects of 2019’s first quarter to celebrate locally, is the equity market with its almost 
8% growth and the fuel price which is still at lower levels than early in the last quarter of 2018. The rest of the figures 
stayed in familiar territory, just enough so to keep Moody’s at bay and avoid a further credit downgrade.

OFFSHORE MARKET OVERVIEW

Global equity, looking at the MSCI All-Country World Index (a market capitalisation weighted index designed to 
provide a broad measure of equity-market performance throughout developed and emerging markets) performed 
exceptionally well during the first three months of 2019, returning 12.18% and global property also yielded a strong 
14.38%. Considering global equity’s performance, one should still take into consideration the longer-term performance 
(or lack thereof). The growth in the first quarter merely constitutes a recovery from a loss of the same scale just a few 
months before:

  

Thus, although many investors are more optimistic about the global growth forecasts, we haven’t seen any real proof 
that the world markets have what it takes to return to the glory of the past few decades.

Source: MSCI

“In investing, experience is not only the best teacher, it’s the only teacher.”

- Charles D. Ellis
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Turning the focus to the US, outlooks have relaxed partly because of The Federal Reserve’s (Fed) chairman, Jerome 
Powell, announcing no interest rate hike for the time being. It looks like Mr Powell is very much concerned about the 
fact that the bond yield curve has inverted:

  

A yield curve inversion is when the yields on bonds with a shorter duration (the 3-month bond – green line) are higher 
than the yield on bonds with a longer duration, specifically the 10-year bond – yellow line. When this happens, market 
sentiment suggests a poor long-term outlook and continued falling long-term fixed income yields.

Such an inversion has been a precursor of the previous seven recessions, with a different number of days from inversion 
to recession in each scenario, as can be seen below in the “3m10s” column:

The asset classes, investment managers and funds in which to invest and the cost 
thereof is just as important as how much you save for retirement.
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For the past three US recessions, the inversion happened about 1–2 years before the recession.

After most previous instances of inversion, the Fed continued to raise interest rates, which (if only partly) contributed 
to the following recession. Only once, over the past 50 years, did the inverted yield curve produce a false signal, in 1998 
during the emerging markets currency crisis, where the Fed was able to intervene and stave off a recession.

This time, before the yield curve inverted, interest rates were expected to be raised throughout 2019. But after the 
inversion the decision was made to keep the rates steady, and forecasts for further hikes also subsided. Hopefully this 
will help in avoiding another recession.

Tensions amid the US-China trade dispute let off some steam as the US halted plans to hike tariffs on $200billion of 
Chinese goods. This in part was responsible for China leading the strong equity growth in the emerging markets (as can 
be seen in the graph on page 6).

The MSCI Emerging Markets index grew by 9.92% in the first quarter of 2019 after declining by 14.57% in 2018. Bearing 
in mind the probability of emerging markets driving global growth over the next ten years plus, we also need to get 
used to some of these emerging markets maturing, causing their growth to even out and moving closer to that of 
developed markets. 

Equities in the Eurozone, looking at the MSCI EMU (an equity index tracking the largest companies in the Eurozone, 
representing approximately 85% of the total market capitalisation of the Eurozone) also gained strongly (10.04%) after 
showing signs of weakness and losing 12.7% in the last quarter of 2018:  

Source: MSCI

“The essence of investment management is the management of risks, 
not the management of returns.”

- Benjamin Graham
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The European Central Bank also announced that no amendments to current rates will be made for the rest of the year. 

Despite uncertainty over the specifics of Britain leaving the European Union, UK equities produced a brave performance.  
The FTSE100 index gained 8% in the first quarter of 2019. With the EU now extending the Brexit deadline until the end 
of October, this gives Prime Minster Theresa May a bit more time to try and gain enough support to exit as gracefully 
as possible (if, at the moment, a graceful exit is possible at all…).

Even the global economic growth forecasts are nothing to write home about. Various factors such as geopolitics, 
vulnerability in emerging markets and a further rise in anti-globalisation politics contribute to this negative outlook:

When looking at the trends in the above graph, it is clear that the probable trajectory for worldwide GDP is unfortunately 
downward. 

Britain’s quarterly economic growth was confirmed at 0.2%, below the previous three-month period’s revised figure of 
0.7%, and growth in the US economy slowed from 3.4% to 2.2%.

“...everything should be made as simple as possible, but not simpler.”
- Einstein
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LOOKING FORWARD

According to Niels Jensen, author of “The End of Indexing”: 

“Investing has been ‘oh so simple’ for the better part of the last 35 years. All you had to do was to benchmark your 
portfolio, and everything would take care of itself, but not anymore. For many years to come, only those who are 
prepared to think outside the box and pursue idiosyncratic investment opportunities are likely to go to bed every night 
with a smile on their face.”

Taking all of this information, mixing it together, adding a bit of uncertainty and a dash of optimism, it may become 
apparent that the investment world we know and love (and sometimes hate) is slowly but surely changing. For the time 
being we should still be safe within our familiar territory.

As George Bernard Shaw famously said: “Progress is impossible without change, & those who cannot change their 
minds cannot change anything.”

We need to find ways to navigate our paths through the changing investment- and economic landscape. But in the 
meantime, let’s use our experience, expertise and lessons learned from the past to gain the most from where we 
currently find ourselves.

CONTACT US

If you have any questions regarding our Research, Investment Consulting, 
Wealth Management or Treasury Solutions services please contact us today.

WHEN YOU ARE LOOKING FOR A SOLUTION, 
ALL YOU NEED IS A LITTLE PERSPECTIVE.
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OUR CORE TEAM

The core of our investment team has been working together for more than a decade. Our collective investment 
experience exceeds 100 years of advising to and managing institutional client’s and private client’s assets in South 
Africa.
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UN PRI is an international investor 
initiative sponsored by the UN and 
based on six principles for responsible 
investments. The aim is to help investors 
actively to incorporate environmental, 
social and governance issues into their 
investments.
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