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IN THIS WEEK’S BOTTOM LINE 

Contributed by Gielie Fourie 

• An estimated 79,000 South Africans (expats) are living in the USA. Many SA expats have been 

exceptionally successful in the USA. In our bottom line we look at five SA expats who have 

achieved incredible success in the USA. They are living proof of how the brain drain is 

impoverishing SA. 

 

SOUTH AFRICA ECONOMIC REVIEW 

Contributed by Werner Erasmus 

• Retail sales increased more than expected in June, rising by 2.4% year-on-year. The largest 

annual growth rates were recorded in the following sub sectors: ‘Other’ retailers (+5.7%); 

retailers in household furniture, appliances and equipment (+5.2%); and retailers in textiles, 

clothing, footwear and leather goods (+4.8%). Month-on-month retail sales in June was also 

up 0.3%.  This followed month-on-month changes of 0.1% in May and 1.0% in April. The retail 

sector is an important indicator of consumer spending which accounts for just over 60% of 

Gross Domestic product (GDP). For the second quarter, retail sales increased by 2.4% 

compared with the same period last year and by 4.3% compared to the quarter before which 

bodes well for overall economic growth for the three months to end-June. The quarter-on-

quarter growth in retail sales combined with quarter-on-quarter growth in manufacturing and 

mining production provides evidence that the SA economy will likely return to growth in the 

second quarter of 2019. It must be noted that the expected second quarter economic 

recovery, although positive, is from a very low base created by the devasting power cuts 

experienced in the first quarter and the question remains over what will drive economic 

growth in the second half of 2019. 

• The South African Reserve Bank Composite Leading Business Cycle Indicator, a measure of 

business conditions 6-9 months ahead, decreased by 0.4% month-on-month in June to 103.4 

its lowest level since January when it hit 103.1. Decreases in four of the nine available 

component time series outweighed increases in the remaining five. The largest negative 

contributions to the movement in the composite leading business cycle indicator came from 

a deceleration in the twelve-month percentage change in job advertisement space and a 

decrease in the number of residential building plans approved. The largest positive 



 

 

contributions came from an increase in the volume of orders in manufacturing and an 

acceleration in the six-month smoothed growth rate in real M1 money supply. While second 

quarter GDP is expected to reverse its negative reading recorded in the first quarter, the 

leading business cycle indicator points to a potential loss in economic momentum in the 

second half of the year. The business outlook would undoubtedly improve if uncertainty lifted 

over Eskom’s future, and other key areas of policy concern including land expropriation and 

the proposed National Health Insurance bill.  

 

SOUTH AFRICA: THE WEEK AHEAD 

Contributed by Werner Erasmus 

• Consumer Price Inflation: Due Wednesday 21st August. Consumer Price Inflation (CPI) has 

remained stable and well within in the South African Reserve Bank’s (SARB) target range of 

3-6%, averaging 4.33% for 2019. There are mixed expectations of what CPI will be for July, 

with some research houses such as London-based Capital Economics expecting CPI to record 

its lowest reading of the year at 4%. Nevertheless, consensus forecast is that inflation will 

stay unchanged at 4.4% in July. Core CPI is also expected to stay unchanged at 4.3%. 

 

GLOBAL 

Contributed by Nick Downing 

• President Trump postponed the implementation of 10% tariffs, from the 1st September to the 

15th December, on an estimated $156 billion worth of Chinese imports out of the originally 

affected total of $300 billion. The reprieve extends to consumer-related goods, including 

clothing, footwear, cellphones, laptops, video game consoles and toys. While helping to 

diffuse the impasse in trade negotiations, the move should ease pressure on US consumers 

ahead of the Christmas retail season. Consumer spending, which contributes over two-thirds 

of US GDP, is the key driver of its economic growth in the current context of slumping 

manufacturing production.  

 

• The global value of government and corporate bonds trading at negative yields has increased 

to almost $16 trillion, while for the first time ever the yield on the 30-year US Treasury bond 

has dipped below 2%. Since the past week, the 2-year Treasury bond is now yielding more 

than the 10-year bond, adding a further element of yield-curve inversion. The 10- to 2-year 

inversion is considered more reliable at predicting recessions than the 10-year to 3-month 

spread, which has been inverted for some time. However, many economists argue that the 

yield curve has lost its predictive ability, due to the distortion caused by central bank 

purchases of massive quantities of government bonds via their quantitative easing 



 

 

programmes. The yield curve inversion may be more symptomatic of ultra-low inflation than 

the threat of actual recession. The Bank of International Settlements (BIS) argues that the 

ratio of credit to GDP, a key measure of financial risk, is a more accurate predictor of 

recessions than yield curve inversion, and for the time being it is not indicating a high risk of 

recession. Negative interest rates may have positive outcomes, most notably providing 

governments the opportunity to borrow cheaply in order to fund fiscal stimulus and 

infrastructure expenditure. Due to low yields the US Treasury is now considering issuing 

Treasury bonds with maturities of 50- and 100-years. Germany’s government is discussing 

abandoning its long-held balanced-budget rules to take advantage of negative borrowing 

rates for infrastructure spending and additional fiscal stimulus.  

 

NORTH AMERICA 

Contributed by Nick Downing 

• Industrial production unexpectedly fell in July by 0.2% month-on-month, although the prior 

month’s flat reading was upgraded to a gain of 0.2%. Among the industrial production 

components, utility production increased by a healthy 3.1% while mining production fell 1.8% 

due to the impact of Hurricane Barry on oil production in the Gulf of Mexico. However, 

manufacturing output, which comprises around three-quarters of industrial production, fell 

by 0.4% on the month, extending its year-on-year decline to 0.5%. The manufacturing sector 

is in recession hampered by the combined challenge of weakening global demand, the effect 

of Chinese trade tariffs and the impact from a strengthening US dollar on trade 

competitiveness. However, there is little indication yet that the manufacturing recession will 

spread to the much larger (80% of GDP) service and consumer sectors of the economy, which 

remain buoyed by strong employment and wage growth.  

 

• Retail sales, which contribute around two-thirds of US GDP, increased in July by a solid 0.7% 

month-on-month accelerating from the 0.3% gain in June and recording its fastest growth 

since March. Core or so-called “control” retail sales, which exclude petrol and building items 

due to their volatility, increased by 1% on the month building on the 0.7% increase the prior 

month. The upbeat retail sales data should prompt economists to raise their GDP forecasts 

for the third quarter, from a consensus range of 1.5-2.0% closer to the 2.0-2.5% range. While 

the University of Michigan US consumer confidence index fell back in August from 98.4 to 

92.1, the survey was conducted before president Trump’s latest tariff concession to China. 

Moreover, the consumer sentiment index remains close to historic highs despite the latest 

decline. In the opinion of Capital Economics economist Michael Pierce, “There’s no denying 

that consumption growth remains strong, which should prevent the weakness in 

manufacturing and business investment from dragging the economy into recession any time 

soon.”   

 



 

 

• Consumer price inflation (CPI) increased in July by 0.3% month-on-month compared with a 

0.1% increase in June. Core CPI, which excludes food and energy prices due to their volatility, 

gained 0.3% for a second straight month, its fastest two-month increase since early 2006. On 

a year-on-year basis headline CPI measured 1.8% while core CPI registered 2.2% its strongest 

since December 2018. The latest surge in inflation may signal the start of a sustained 

acceleration but is more likely a reversal of the technically driven weak spot at the start of 

the year, which had been highlighted by the Fed as a temporary phenomenon. With the Fed’s 

preferred inflation measure, the core personal consumption expenditures index, still low at 

just 1.4%, and consistently trailing the central bank inflation target of 2% since 2012, the 

recent pick-up in CPI is unlikely to block further interest rate cuts. 

 

CHINA 

Contributed by Nick Downing 

• China’s economic indicators including retail sales, industrial production and investment data, 

were all weaker than expected in July, reflecting the impact of weakening domestic and 

external demand and falling investment confidence. Retail sales growth slowed from 9.8% 

year-on-year in June to just 7.6% in July, although the slowdown is largely attributable to 

the reversal of June’s 17.2% gain in car sales, induced by the clearance of old stock before 

the implementation of new emission standards. Industrial output growth slowed from 6.3% 

on the year to 4.8%, its weakest growth since February 2002, attributed to the combination 

of weak domestic demand and the effect of new US tariffs. Fixed-asset investment growth 

slowed from 5.8% year-on-year in the first half of the year to 5.7% in the January-July period. 

Among the fixed-asset investment categories, infrastructure investment slowed from 4.1% to 

3.8% despite fiscal stimulus measures, while property investment slowed from 10.9% to 10.6%, 

although still at a historically elevated level. While property investment is likely to slow 

further as authorities continue to regulate property speculation, infrastructure investment 

should pick-up in response to increased incentives and policy stimulus. The weaker than 

expected overall data suggests China’s economy may be close to the bottom of its cycle with 

stronger momentum expected in the second half of the year as the lagged impact of increased 

monetary easing begins to take effect.  

 

• The People’s Bank of China (PBOC) announced a key reform to its interest rate mechanism in 

a bid to ensure a more efficient transmission of its monetary policy. Previously banks used 

the PBOC’s benchmark interest rate to price the “Loan Prime Rate” passed on to customers. 

In future the loan prime rate will be market-determined on a monthly basis from the average 

lending rate given by banks to their favoured clients. This should ensure greater credit access 

for smaller private-sector companies, which historically have been prejudiced compared to 

the larger state-owned enterprises.  

 



 

 

JAPAN 

Contributed by Carel la Cock 

• Japan’s exports and imports contracted in July compared to a year earlier by 1.6% and 1.2% 

respectively, beating analysts’ expectations of a 2.2% drop in exports and a 2.7% decline in 

imports. Exports have declined for eight consecutive months; however, the rate of decline 

has diminished in July from a drop of 6.7% in June and 7.8% in May. Exports to Asia fell by 

8.3% and contracted by 22.3% to Singapore as the region remains under pressure from the 

ongoing US-China trade dispute. Exports to South Korea were down 6.9% as Japan removed it 

from a list of preferred export destinations following the ongoing dispute over compensation 

for wartime forced labour. The measure impacted the export of materials used in the 

production of memory chips and display panels. Exports to China, Japan’s biggest trading 

partner, were down 9.3% while exports to the US and Europe improved by 8.4% and 2.2%. 

Other notable export growth was to Switzerland which grew by 160% year on year. The 

improving trend in trade data follows news last week that Japan’s economy grew by a 

stronger than expected 0.4% in the second quarter. If exports to Asia recover meaningfully 

over the remainder of the year, they should help to offset the negative effect from the 

planned consumption tax hike on household spending. 

 

EUROPE 

Contributed by Carel la Cock 

• Germany’s economy contracted in the second quarter by 0.1% quarter on quarter or 0.4% 

annualised, as predicted by economic data in recent weeks. The manufacturing sector, of 

which carmakers are the most important for export driven growth, faltered under the strain 

of weak global demand largely due to the ongoing US-China trade tension and the possibility 

of a disorderly Brexit. Household and government final consumption expenditure helped 

offset the decline in gross fixed capital formation in construction. Pressure is building on the 

German government to loosen the purse strings and help to reinvigorate the economy, which 

has largely stagnated since the third quarter of 2018. Chancellor Angela Merkel said that 

there is no need for a stimulus package at this stage, but agreed that “it’s true, we’re heading 

into a difficult phase” and that “we will react depending on the situation.”  

 

UNITED KINGDOM 

Contributed by Carel la Cock 

• UK consumer price inflation rose to 2.1% from a year earlier compared to 2% in June and May, 

surprising analysts who had forecast a fall to 1.9%. Strong upward pricing pressure was noted 



 

 

in toys and video games. Core inflation, which excludes the more volatile energy, food and 

alcohol prices, was 1.9% higher compared with 1.8% in June. The Bank of England (BoE) in its 

last policy meeting kept rates unchanged at 0.75% in contrast to the Federal Reserve and the 

European Central Bank, which both cut rates. The inflation rate is now above the BoE’s target 

rate of 2% with potentially more inflationary pressure expected from the recent devaluation 

of the pound, as Brexit fears intensify. The next BoE policy meeting will be closely watched 

to see how policy makers weigh up the importance of keeping inflation down versus 

stimulating a faltering economy as the likelihood of a disorderly Brexit increases. 

 

FAR EAST AND EMERGING MARKETS 

Contributed by Carel la Cock 

• Thailand’s economic growth slowed in the second quarter to 2.3% year on year compared to 

2.9% in the first quarter and 4.1% for 2018. The main detractors were lower exports, down 

6.1%, lower agricultural output, down 1.1% and lower tourist numbers especially from China. 

The Thai baht has been the best preforming Asian currency this year and has hurt Thailand’s 

exports and its key tourism industry, which contributes 20% to GDP. Addressing the growth 

slowdown, the Bank of Thailand cut its benchmark interest rate from 1.75% to 1.5% earlier 

this month and the government has announced a stimulus package equivalent to $10bn. The 

stimulus will include debt cancellation and new loans for farmers in the throes of a drought 

and handouts to the poor. Furthermore, visitors from China and India will no longer require 

visas to enter Thailand, to arrest the decline in visitors. Visitors from China reduced by 5% in 

the first half of the year. Thailand is the latest economy in the region to report slowing 

growth following both Singapore and Hong Kong. Both announced their worst performance in 

a decade. Analysts forecast that both might fall into a recession in 2019, which will negatively 

impact the outlook for Thailand and the region. 

 

 

KEY MARKET INDICATORS (YEAR TO DATE % AND LEVEL) 

JSE All Share + 3.13  54386 

JSE Fini 15  - 9.93  14753   

JSE Indi 25  + 10.28  70231 

JSE Resi 20  + 5.42  43269 

R/$   - 7.20  15.47 

R/€   - 3.90  17.13 



 

 

R/£   - 2.32  18.76   

S&P 500  + 16.63  2923 

Nikkei  + 2.74  20563 

Hang Seng  + 3.09  26291 

FTSE 100  + 6.86  7189 

DAX   + 10.95  11715 

CAC 40  + 13.55  5371 

MSCI Emerging + 1.25  978 

MSCI World  + 13.16  2132 

Gold   + 17.57  1506 

Platinum  + 7.03  849 

Brent oil  + 9.74  59.74 

 

BOTTOM LINE 

Contributed by Gielie Fourie 

• Our wealthiest expat in the US, Elon Musk, has a net worth of $22.3 billion (R330 bn). At age 

48, this is much more than the combined wealth of Nicky Oppenheimer ($7.3 bn), Johann 

Rupert ($5.3 bn) and Patrick Motsepe ($2.5 bn). (Source: Forbes, Feb 2019). Musk holds SA, 

Canadian and USA citizenships. A millionaire at only 28, Musk retired. Fortunately, he got so 

bored that he came out of retirement. Musk was born in Pretoria in 1971. He was a quiet, 

introverted child. He matriculated at Pretoria Boys High where he was severely bullied – on 

one occasion so severe that he was hospitalized and had to undergo surgery to fix his nose. 

He emigrated to Canada in June 1989, when he was 17 years old. He studied at Queen's 

University in Ontario. His mother is Canadian. He then moved to the USA to study at the 

University of Pennsylvania where he received degrees in economics and physics. What is the 

source of his wealth? Musk is the founder and co-founder of many companies, including the 

likes of PayPal, SpaceX, Solar City and he is the main driver behind electric vehicle 

manufacturer, Tesla Inc. Unlike Ford, Chevrolet, Buick and many others, Musk named neither 

the car, nor the company, after himself, but after the inventor of the AC electric motor, 

Nikola Tesla. 



 

 

 

• Professor Dr Patrick Soon-Shiong, the world’s richest doctor, has a net worth of $7.1 bn. He 

was born in Port Elizabeth in 1952, the son of immigrants who fled from China. After 

matriculating he studied at Wits University, qualifying as a medical doctor. He graduated at 

the age of 23 and was the fourth highest achiever out of a class of 189 graduates. He was a 

victim of discrimination. Like Elon Musk moved to Canada - he studied at the University of 

British Columbia. He then emigrated to the USA. What is the source of his wealth? He 

specialises in the treatment of diabetes and cancer. He can lay claim to many firsts in the 

medical field, including the first pig-to-man islet-cell transplant in diabetic patients and the 

first whole-pancreas transplant done at UCLA. He invented the world’s first breast cancer 

treatment through nanoparticle technology. He owns more than 230 patents. He founded two 

pharmaceutical companies which he later sold for $7.6 bn. 

 

• Rodney Sacks and Hilton Schlosberg, the Monster-Beverage founders, each have a net worth 

of $2 bn. Sacks and Schlosberg are both SA born, and both studied at Wits University. Sacks 

qualified as a lawyer. He was the youngest person to be a partner of Werksmans Attorneys. 

After 20 years he emigrated to the USA. Schlosberg first went to Britain and then moved to 

the USA. What is the source of their wealth? In the USA they invested in two energy beverage 

companies. The two companies merged in 2012 to become the Monster Beverage Corporation 

(MBC). Coca-Cola owns 17% of MBC. MBC is listed on the Nasdaq - it has a market capitalisation 

of $32 bn. True to its name, Monster delivered a monstrous performance over the last 20 

years. Over the past 20 years it is by far the best performing share in the S&P 500, 

outperforming by far the Fang Stocks - Facebook, Apple, Amazon, Netflix and Google. Its 

performance boggles the mind. Monster’s total return over 20 years was 80,000% (eighty 

thousand percent). Annualised it was 40% per year. All this was done by two SA expats. 

 

• Roelof Botha, born in Pretoria and an actuarial science graduate from the University of Cape 

Town, is a top venture capitalist in the USA with a net worth of $200 million (R3 bn). Forbes 

has for ten years consistently rated him as one of the top technology investors in the world. 

Roelof is the son of Dr Roelof Botha, one of South Africa’s top economists, and the grandson 

of the late Pik Botha, a former SA Foreign Minister. His uncle was the rock musician Piet 

Botha. He graduated with the highest ever marks in actuarial science in history and, at 25, 

became the youngest ever actuary in SA history. He landed a job at McKinsey & Co in 

Johannesburg. In 1998 he moved to the USA where he attended Stanford University Graduate 

School of Business (GSB). He received an MBA and was awarded the Henry Ford II Scholar as 

Stanford GSB valedictorian. What is the source of his wealth? At PayPal Botha became a 

director and later CFO (Chief Financial Officer). In 2003 he left PayPal to join Sequoia Capital, 

the legendary venture capital firm in Menlo Park, California. Botha later took over lead 

responsibility for all Sequoia's US operations, one of the mightiest jobs in Silicon Valley. A bit 

of interesting trivia: Sequoia is named after the sequoia trees, the Indian name for the giant 

redwood trees, the most massive trees in the world – both in height and diameter. 



 

 

 

• The five expats above have amassed a combined fortune of R500 bn. That’s enough to bail 

out Eskom. That is the wealth of just five of the 79,000 SA expats living in the USA. SA has 

an entrepreneurial culture and top universities, which together can compete with the best 

in the world. We spend billions on education and then “export” our best brains. How can this 

brain drain be stemmed or even better, reversed? These are questions which urgently need 

addressing. 
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