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IN THIS WEEK’S BOTTOM LINE 

Contributed by Gielie Fourie 

 Every National Election is important. However, some political commentators argued that the 

election of 8 May 2019 was the most important general election since the dawn of our 

democracy. There may be several reasons for this sentiment. For us the main reason is that, 

we hope, it finally brought an end to the Zuma era. The end of an error. The end to nine lost 

years, and the start of our New Dawn. Read more in our bottom line.  

 

SOUTH AFRICA ECONOMIC REVIEW 

Contributed by Werner Erasmus 

 The South African unemployment rate for the first quarter of 2019 increased to 27.6% up 

from 27.1% in the fourth quarter of 2018. Traditionally unemployment in the first quarter of 

the year is expected to be higher, given the fact that school leavers enter the labour force 

and various temporary workers contracts end after the festive season. The industries with 

the biggest job losses during the quarter were the following: Construction (142 000), Finance 

and other business services (94 000), Community and social services (50 000) and Private 

households (31 000). However, employment gains were recorded in Transport (59 000), Trade 

(25 000), Utilities (16 000) and Manufacturing (14 000). Year-on-year the unemployment rate 

increased 0.9%. The official unemployment rate increased in six of the nine provinces; the 

largest increase was observed in KwaZulu-Natal (up by 2,8 percentage points), followed by 

Free State (up by 2.1 percentage points), Mpumalanga and Eastern Cape (up by 1,8 

percentage points each). The official unemployment rate amongst the youth (aged 15–24) 

also rose by 0.5 percentage points to 55.2%.   

 

 South African Retail Sales for March 2019 increased a lacklustre 0.2% year-on year. Sectors 

that recorded positive growth included: Retailers in household furniture, appliances and 

equipment (up 1.9%), General dealers (up 1.8%) and other retailers (Up 1.5%). On a quarter-

on-quarter basis retail sales were disappointing in the first quarter, decreasing by 0.7%, 

dragged lower by the monthly decline of 0.7% in March 2019. This followed month-on-month 

improvements of 0.6% in February 2019 and 1.6% in January 2019. The subdued retail data 

corresponds with the first quarter dip in the FNB/BER Consumer Confidence Index (CCI).  

 



 

 

 South African wholesale trade sales were disappointing in March 2019, decreasing by 2.5% 

year-on-year. On a month-on-month basis, trade sales increased by 1.5%, following gains of 

2.0% in February and 2.8% in January. The quarter-on-quarter wholesale trade sales figures 

disappointed in similar fashion to the retail sales, falling by 1.3%. The decline in wholesale 

trade sales, retail sales, mining production and manufacturing production in the first quarter 

of 2019 compared to the fourth quarter of 2018 does not bode well for the first quarter GDP 

figures. The Bureau of Economic Research (BER) expects a decline in GDP of 1.5% quarter-

on-quarter (annualised) in the first quarter of 2019.   

 

SOUTH AFRICA: THE WEEK AHEAD 

Contributed by Werner Erasmus 

 The South African Consumer Price Inflation Rate for April 2019: Due Wednesday, 22 May 2019 

at 10h00. According to consensus forecast, the South Africa consumer price inflation rate for 

April 2019 is expected to increase to 4.7% year-on-year up from 4.5% recorded in March.  

 

 South African Interest Rate Decision: Due Thursday, 23 May 2019 at 15h00. The South African 

Reserve Bank is expected to keep its benchmark repo rate unchanged at 6.75%. Regardless 

of some indicators showing that the economy shrank in the first quarter of 2019, a rate cut 

is not expected. Fiscal and other policy reforms are needed to lift South Africa’s economic 

growth rate to a meaningful level as unemployment and inequality are some of the main 

contributors to the contracting economy. 

 

GLOBAL 

Contributed by Nick Downing 

 According to the monthly Bank of America Merrill Lynch Global Fund Manager Survey for May 

2019, a record 34% of fund manager respondents have taken out protection against a sharp 

fall in equity markets over the next three months. The survey compiles feedback from 250 

investment managers worldwide who collectively manage $687 billion of assets under 

management. 37% of respondents cited the US/China trade war as the biggest risk to equity 

markets, followed by 16% citing a slowdown in China’s economy and 12% citing US political 

instability. 41% of respondents felt that corporate balance sheets were over over-leveraged. 

63% expected a global economic slowdown in the next 12 months, although only 5% expected 

a recession in 2019 and only 33% before the second half of 2020. While the survey indicates 

an increase in investor anxiety, investment managers have opted to protect their portfolios 

through hedging structures rather than embarking on outright selling programmes.  

 

 While ratcheting up the trade conflict with China, President Trump in the past week eased 

tariff measures with Canada, Mexico, the EU, Japan and Turkey. In the same week he 



 

 

removed steel and aluminium tariffs on Canada and Mexico to help finalise the conclusion of 

the revised Nafta trade agreement, he gave the EU and Japan a six-month reprieve on car 

and auto part tariffs and cut tariffs on Turkish steel imports from 50% to 25%. The easing in 

trade tensions with other countries and regions outside China should help to assuage fears of 

broadening US protectionism.  

 

 OPEC members and their Russian allies met in Saudi Arabia last weekend ahead of their formal 

summit in Vienna in June to discuss a continuation into the second half of the year of the 1.2 

million barrel per day (bpd) output cut implemented last December. The weekend’s meeting 

strongly suggested that this would be the case and would likely keep the oil price on a firm 

trajectory. The Brent oil price has risen by 40% from its low point last December. Saudi energy 

minister Khalid al-Falih said: “On the one hand there is a lot of concern… about disruption 

and sanctions and supply interruptions. But on the other hand, we see rising inventories and 

supplies are plentiful… My recommendation to my colleagues will be to drive inventories 

down.”  

 

NORTH AMERICA 

Contributed by Nick Downing 

 The Federal Bank of New York Survey of Consumer Expectations, which is closely watched for 

clues on nationwide trends, showed a sharp decline in inflation expectations. Between the 

March and April surveys, respondents reduced their inflation expectations over one year and 

three years from 2.8% to 2.6% and from 2.9% to 2.7%, respectively. Inflation expectations are 

a strong driving force for actual inflation measures as they tend to be self-fulfilling. In recent 

speeches, Fed Chairman Jerome Powell has stressed that inflation consistently missing the 

central bank’s 2% target may over time reduce inflation expectations, posing a risk for the 

economy. The Fed, while mindful of an inflation overshoot is equally anxious to avoid falling 

into Japan-style deflation. Japan’s decades-long battle with deflation is primarily attributed 

to depressed inflation expectations.  

 

 Industrial production, which comprises manufacturing, mining and utility output, 

unexpectedly fell in April by 0.5% month-on-month its third decline in four months. While 

mining output increased 1.6% on the month, utilities output fell 3.5% due to unseasonably 

warm weather. Manufacturing output, the largest component of industrial production, fell 

0.5% on the month and 0.2% on the year. Manufacturing, which tends to be more volatile 

than the larger more insulated services sector of the economy, has been hurt by the US/China 

trade war and a general weakening in global demand. The strength of the dollar has 

compounded the problem by undermining the competitiveness of US manufacturing exports.   

 

 Retail sales fell in April by 0.2% month-on-month. However, some pullback had been expected 

following the dramatic 1.7% increase in March, which marked the strongest monthly gain 

since September 2017. On a year-on-year basis, retail sales maintained their positive trend, 



 

 

rising by a robust 3.1%. Boosted by record low unemployment, strong wage growth and rising 

household disposable income, retail sales are likely to maintain their upward trend. The 

encouraging outlook for retail sales is supported by the University of Michigan US consumer 

sentiment index, which after slowing early in the year due to the partial government 

shutdown, surged higher between April and May from 97.2 to 102.4 its highest level since 

2004. The forward-looking consumer expectations index also surged higher from 87.4 to 96, 

signalling buoyant consumer confidence and consumer spending in the months ahead. The 

only caveat is that the Index readings were compiled prior to the recent escalation in the 

trade conflict between the US and China, which may cause a pullback in the June consumer 

confidence reading. According to Richard Curtin, the survey’s chief economist: “Even apart 

from the direct impact of tariffs on prices, rising tariffs could cause a more general loss of 

confidence which could further diminish the pace of consumer spending.”  

 

 The National Association of Homebuilders monthly confidence index surged higher in May 

from 63 to 66 its highest level since October 2018 and well above the neutral 50-level. The 

reading signals an improvement in sentiment following the soft patch in December when the 

index plumbed a low of 56. The outlook for homebuilders is benefiting from increasing 

housing affordability following a moderation in house price growth and a decrease in interest 

rates. Since the Fed staged its U-Turn in monetary policy the 30-year fixed-rate mortgage 

has dropped to around 4% from a peak of almost 5% in late 2018. The improvement in housing 

demand and homebuilder confidence is reflected in housing start data, which show a 5.7% 

month-on-month increase in April. While housing starts fell in the first four months of the 

year by 7.2% compared with the same period in 2018, the recent uptick indicates a potential 

shift in trend.  

 

CHINA 

Contributed by Nick Downing 

 Retail sales growth fell sharply from 8.6% year-on-year in March to 7.2% in April, its slowest 

growth rate since May 2003. However, the slowdown is attributed to technical factors, 

notably two less public holidays in April 2019 compared with April 2018. Industrial output 

growth also slowed from 8.5% year-on-year in March to 5.4% in April, although the slowdown 

is again attributed to technical factors, the culprit this time the front-loading of input orders 

ahead of the VAT rate cut on 1st April. Nonetheless, both retail sales and industrial production 

data are disappointing and will likely prompt an increase in fiscal and monetary stimulus from 

authorities, especially in the context of escalating trade uncertainty with the US. More 

encouragingly, property investment continued to grow at a robust rate, rising in the first four 

months of the year by 11.9% compared with the same period in 2018, up from 11.8% in the 

January to March period. Housing starts accelerated to 13.1% on the year in the January to 

April period, up strongly from 6.0% in the January to February period.  

 

JAPAN 



 

 

Contributed by Carel la Cock 

 Japan’s gross domestic product (GDP) unexpectedly grew 2.1% annualised in the first quarter 

of 2019, beating analysts’ expectations of a modest contraction and outpaced fourth quarter 

growth of 1.6%. The economy expanded despite the ongoing impact of the Sino-American 

trade war and the initial figures show that although exports, consumption and business 

investment were all weak, there were an increase in inventories and imports fell adding 50 

and 340 basis points (bps) to growth respectively. Higher imports reduce domestic growth 

meaning GDP growth increases when imports fall. However, it also points to lower domestic 

demand which can indicate lower future growth. The opposite is true for exports and with 

the ongoing trade wars, Japan saw lower exports negatively impacting domestic growth by 

180 bps while lower consumption and business investment each shaved off 20 bps. The initial 

estimates are likely to be revised downwards, but still ahead of initial expectations. 

Speculation regarding the postponement of the planned increase in consumption tax from 8% 

to 10% in October, has all but vanished and Mr Abe will certainly now push ahead given the 

positive GDP numbers. 

 

EUROPE 

Contributed by Carel la Cock 

 Germany’s GDP growth for the first quarter of 2019 was in-line with expectations of a 0.4% 

expansion and allayed fears that Europe’s largest economy might be heading for a recession 

after narrowly avoiding one in the last quarter of 2018. Growth was boosted by domestic 

demand in construction, machinery investment and private consumption. The latter will get 

a further boost later this year once the planned tax cuts come into effect. However external 

headwinds, most notably the US-China trade war, remain and are likely to continue deep into 

2019. 

 

 The divergence between sentiment surveys and economic results in Germany was highlighted 

by the most recently published Zew indicator of economic sentiment which points to a 

worsening outlook in the next six months and was well below expectations. The -2.1 reading 

was 7.1 points below expectations of 5.1 and significantly below the long-term average of 

22.1. Although the German economy expanded in-line with expectations in the first quarter 

the outlook remains gloomy for the rest of the year. The German government reduced its 

forecast for growth to 0.8% for the year from a previously predicted 1.8% back in 2018.  

 

UNITED KINGDOM 

Contributed by Carel la Cock 



 

 

 The UK labour market is at its strongest since 1974. Unemployment registered 3.8% for the 

first quarter while employment hit a record of 76.1%. The figures are particularly impressive 

given the uncertainty surrounding Brexit and the softening of the economy. The increase in 

jobs partly reflects the change in the state pension age with less women retiring before the 

age of 65, and fewer women unemployed because of family reasons. However, the details 

reveal that early cracks are showing. Fewer than expected jobs were created in the three 

months to March and less than in the three months to February. The number of fulltime 

employees also dropped by 55 000. Nominal earnings growth was 3.2% in the first quarter and 

slightly down from the 3.5% in the three months to February while inflation adjusted earnings 

were still below their peak prior to the financial crisis. Productivity growth has declined for 

three consecutive quarters and according to Howard Archer, chief economic advisor at EY 

ITEM Club, “Employment growth has undoubtedly been lifted by businesses preferring to 

employ rather than commit to investment given current heightened uncertainties, 

employment is relatively low cost and easier to reverse if business subsequently stalls.” The 

UK government will be concerned if it sees early signs of a weakening labour market as 

domestic private consumption is seen to be key in driving economic growth amidst increasing 

global headwinds. 

 

 Cross party talks on Prime Minister Theresa May’s proposed Brexit deal with Labour leader, 

Jeremy Corbyn, have collapsed which has prompted Mrs May to launch a last effort to pass 

the current deal into law before stepping down. She will put the deal up for another vote 

early next month, but with little hope of passing after three previous failed attempts. Within 

her Conservative party divisions are widening and the leadership contest has aligned itself 

along the rift between Eurosceptics in support of a no-deal Brexit and Europhiles supporting 

leaving the eurozone with an agreed deal or even scrapping Brexit altogether. In the 

upcoming elections for the European Parliament, the Brexit party of Mr Farage which supports 

an imminent departure from Europe without a deal, has garnered 30% support, compared to 

the Conservatives with 10%. It is becoming clear that the UK electorate are Brexit-fatigued 

and seek an end to the ongoing uncertainty even if it means leaving the eurozone without a 

deal. 

 

FAR EAST AND EMERGING MARKETS 

Contributed by Carel la Cock 

 Indian equity markets surged by 3.75% on Monday in a sign of approval for the coalition, led 

by the Bharatiya Janata party of incumbent president Narendra Modi, after exit polls 

predicted victory. Equity market gains were led by the industrial and financial sectors as 

investors expect the continuation of the reform policies to benefit those sectors the most. 

The currency was also stronger on the day by 1.1% against the US dollar. Mr Modi is widely 



 

 

seen as instrumental in reforming the Indian economy and investors see another term as 

beneficial to economic grow from a solid base while keeping inflation in check. 

 

KEY MARKET INDICATORS (YEAR TO DATE % AND LEVEL) 

JSE All Share + 5.46  55616 

JSE Fini 15  + 2.94  16861   

JSE Indi 25  + 7.11  68209 

JSE Resi 20  + 6.87  43866 

R/$   - 0.22  14.38 

R/€   + 2.50  16.06 

R/£   + 0.13   18.30   

S&P 500  + 13.30  2840 

Nikkei  + 6.43  21301 

Hang Seng  + 8.95  27787 

FTSE 100  + 8.66  7310 

DAX   + 14.04  12041 

CAC 40  + 13.27  5358 

MSCI Emerging + 2.94  994 

MSCI World  + 11.72  2104 

Gold   - 0.38  1276 

Platinum  + 3.91  824 

Brent oil  + 32.37  72.06 

 

BOTTOM LINE 

Contributed by Gielie Fourie 



 

 

 Every National Election is important. However, some political commentators argued that the 

election of 8 May 2019 was the most important general election since the dawn of our 

democracy. There may be several reasons for this sentiment. For us the main reason is that, 

we hope, it finally brought an end to the Zuma era. The end of an error. The end to nine lost 

years, and the start of our New Dawn. 

 

 Low Voter Turnout: The low voter turnout under ALL age groups is a massive concern. Low 

voter turnout is an indication of public dissatisfaction. There was a poor youth turnout. One 

of the thoughts is that many of the youth were not involved in the “struggle for liberation 

and democracy”. They don’t feel the same urge to vote as adults do. This is an assumption 

not supported by research to validate it. On the other hand, adults, who did “fight in the 

struggle” had a shockingly low turnout. The adult vote dropped to below 50% (45.9%) for the 

first time. We are still safe, but we are moving in a direction where the people who do vote 

are less than those who don’t vote. At that point parliament will not be representative of the 

population. We have been down that road before. 

 

 The Ramaphosa Factor: The ANC lost 19 seats – the EFF gained 19 seats. A wakeup call for 

the ANC! Thanks to the Ramaphosa factor, the ANC still won the election with 57.5% of the 

seats. Ace Magashule, leader of the leftist Zuma faction, said: “People voted for the ANC, 

not for Ramaphosa.” The ANC is divided – there are two ANC’s - a left and a right. Political 

analyst, Simon Freemantle says: “Ramaphosa has the advantage, and he must use it.” The 

Zuma faction still has considerable support. But Ramaphosa is in a stronger position to side-

line them and deny them senior positions in government. Freemantle wrote: “The ANC’s 

majority was high enough to allow reform, but not too high to reduce the urgency for change. 

Not too high, not too low, but just right”. Freemantle describes it as the “sweet spot”, a 

“Goldilocks outcome”. Ramaphosa must now act and put SOUTH AFRICA first, not the ANC. 

 

 Controversial names who will be heading to Parliament: In a handover ceremony at the 

Constitutional Court in Johannesburg last Wednesday, the Electoral Commission (IEC) handed 

over to Chief Justice Mogoeng Mogoeng a list of 830 elective representatives headed to 

parliament. The following names, clearly Zuma loyalists, appear on the list: Supra 

Mahumapelo (no. 5 on the ANC list), Nomvula Mokonyane (no. 10 on the ANC list), Bathabile 

Dlamini (no. 14 on the ANC list), Malusi Gigaba (no. 23 on the ANC list), Faith Muthambi (no. 

79 on the ANC list) and Mosebeni Zwane (no. 75 on the ANC list). Another interesting name is 

that of Dr Wynand Boshoff (55, with a PhD in education) of the FF Plus. He is the grandson of 

the late Dr HF Verwoerd. He says he expect that not everyone will cheer for him in 

parliament. Also back in parliament will be the vibrant Aunty Pat (Patricia de Lille, 68) of 

the GOOD Party. This is her fourth affiliation to a political party. Notable people who won’t 

return to Parliament: David Maynier of the DA – he will be heading to the Western Cape 

legislature. Themba Godi, previous chairman of the important Standing Committee on Public 



 

 

Accounts (Scopa) for 14 years. His party, the APC, did not get a seat. Zuma loyalist Des van 

Rooyen, once Minister of Finance for a weekend, is not returning either. 

 

 Investors are Returning to SA: This will strengthen the Rand. SA Inc. companies will do well. 

Goldman Sachs has applied for a South African banking licence which would allow it to 

become a more active participant in the country and the African continent. Ramaphosa 

referred to this in his State of the Nation address last year - 2018. A priority of government 

will be to recapitalise Eskom. Goldman’s has effectively said that it is open for business. It is 
clear that the ANC and Goldman Sachs (SA) have a close relationship. In a note, Anchor Capital 

said shares that will benefit from a strong Ramaphosa victory are AVI, Bidvest, Dis-Chem and 

most SA focussed property shares. 

 

 Looking Ahead: In the coming days Ramaphosa will announce (1) his cabinet, (2) the 

parliamentary portfolio committee chairpersons and (3) the ANC’s provincial premiers. Here 

he could start side-lining the Zuma faction. A smaller cabinet will save costs. He plans to 

save R100 million on his inauguration ceremony. It will take place this coming Saturday at 

Loftus Versfeld Rugby Stadium - not at the Union Buildings. Not sure if the crowd will sing 

the Loftus favourite, “Liefling” (Darling). Ramaphosa’s second SONA of the year will give him 

the opportunity to “Cross the Rubicon”. The one event not to be missed! 

 

 8 May: The date of the election, 8 May, has an interesting and positive historic connotation. 

8 May 1945 is commemorated as Victory in Europe (V-E) Day. It marks the end of WWII in 

Europe. It marks the start of an era of phenomenal economic growth in Europe. We sincerely 

hope the National Election of 8 May 2019 will finally bring to a close the Zuma era of atrocious 

governance and herald the start of our “New Dawn” of exceptional economic growth, 

identical to the precedent set in Europe on 8 May 1945 - superior economic growth, not only 

for SA, but indeed for the whole African continent. Maybe Africa’s time has come.  

 

Disclaimer 

Information and opinions presented in this Report were obtained or derived from public sources that Overberg Asset 
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be no assurance that future results or events will be consistent with any such opinions, forecasts or estimates. Furthermore, 

Overberg Asset Management accepts no responsibility or liability for any loss arising from the use of or reliance placed upon 

the material presented in this Report. 


