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IN THIS WEEK’S BOTTOM LINE 

Contributed by Gielie Fourie 

 Last week we highlighted five South Africans (expats) who have been extremely successful 

in the USA. This week we look at South African based pioneers who have achieved 

substantial success and a significant international footprint across a diverse range of 

industries. In one case even a footprint on the moon. 

 

SOUTH AFRICA ECONOMIC REVIEW 

Contributed by Werner Erasmus 

 Consumer inflation, as measured by the Consumer Price Index (CPI), came in lower than 

expected in July, at 4% year-on-year. This was below the market consensus of 4.3% and 

marked the lowest inflation rate since January. Month-on-month consumer inflation 

increased by 0.4%. The main contributors to the 4.0% annual inflation rate were food and 

non-alcoholic beverages (+3.4%); housing and utilities (+5.1%); and miscellaneous goods and 

services (+5.6%). The downside surprise to the aggregate reading owed to a number of 

factors including delays in some municipalities’ annual electricity tariff hikes, lower 

increases in municipal tariffs, cheaper non-alcoholic beverages and the absence of food 

price increases. Core inflation, which excludes food and energy costs, ticked down to 4.2% 

year-on-year from 4.3% in June. The inflation outlook for the remainder of the year remains 

well within the South African Reserve Bank’s (SARB) 3%-6% range. The slowdown in inflation 

combined with weak domestic growth and synchronised easing in global monetary policy, 

may give the SARB a window of opportunity to reduce the repo policy interest rate by 

another 25 basis points at its next meeting in September.  

 

SOUTH AFRICA: THE WEEK AHEAD 

Contributed by Werner Erasmus 

 Producer Price Inflation: Due Thursday 29th August. Producer Price Inflation (PPI) is 

expected to have declined on a month-on-month basis from 0.4% in June to around 0.15% in 

July due to a stronger rand. Year-on-year PPI is expected to have declined from 5.8% to 



 

 

5.4% amid lower year-on-year fuel price increases, which most likely limited overall price 

pressures.  

 

 Private Sector Credit Extension: Due Friday 30th August. Having increased by less than 

expected in June with year-on-year growth of 6.91%, Private Sector Credit Extension 

(PSCE), is likely to have exceeded 7% growth in July. The expected increase owes to an 

improvement in corporate credit to support working capital needs and the expected 

increase in households’ credit appetite needed to sustain day-to-day household 

expenditure. 

 

 Trade Balance: Due Friday 30th August. The trade balance is likely to have declined from 

the surplus of R4.42 billion recorded in June to a R2 billion surplus in July. A surplus is 

expected as a result of the marked improvement in the terms of trade during the month, 

although it is somewhat diminished by the stronger local currency.  

 

 SACCI Business Confidence Index: Due Monday 2nd September. The SACCI Business 

Confidence Index, which recorded one of its worst levels in July for 2019, is expected to 

increase marginally from 92 to 93 in August. Low economic growth, slow policy reforms and 

continued political uncertainty locally and globally continue to weigh on investor 

confidence. 

 

 New Vehicle Sales: Due Monday 2nd September. Following a 3.70% year-on-year decline in 

new vehicle sales in July, growth is expected to have slipped marginally lower from 46 077 

vehicles sold in July to approximately 46 000 in August resulting in a 4.12% year-on-year 

decline. 

 

 The ABSA Manufacturing Purchasing Managers’ Index: Due Tuesday 3rd September. Having 

moved above the 50-level mark, separating expansion from contraction, for the first time 

this year in July, the ABSA Manufacturing Purchasing Managers’ Index (PMI) is expected to 

have given back some of these gains in August. The slowdown in the domestic economy as 

well as uncertainty surrounding the US-China trade war continues to negatively impact 

general business and trade. 

 

 Gross Domestic Product (GDP): Due Tuesday 3rd September. After recording its biggest 

quarterly decline since the first quarter of 2009, GDP for the second quarter of 2019 is 

expected to rebound, forecast to reach 2.5% quarter-on-quarter annualised. The recovery is 

on the back of second quarter growth in various GDP sub-sectors including retail sales 

(+4.3%), mining production (+3.5%) and manufacturing production (0.6%). 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 of 2019. 

 



 

 

 

 

GLOBAL 

Contributed by Nick Downing 

 The trade war between the US and China escalated on Friday last week after China 

announced additional tariffs of between 5% and 10% on $75 billion worth of US imports. 

President Trump immediately retaliated, announcing a 5% increase across all existing and 

planned tariffs. Tariffs already in place, affecting around $250 billion of imports, would 

increase from 25% to 30% from 1st October. The tariff, on the remaining $300 billion of 

imports still to be targeted from 1st September and from 15th December, would increase 

from 10% to 15%. Although his order has no legal grounds, Trump tweeted that “Our great 

American companies are hereby ordered to immediately start looking for an alternative to 

China, including bringing your companies HOME and making your products in the USA.” 

When financial markets reopened on Monday the yuan fell to a new record of 7.18 to the US 

dollar, although further market volatility was tempered following conciliatory remarks from 

China and the US, indicating a resumption of face-to-face negotiations in September.  

 

 The annual central bankers’ symposium in Jackson Hole, Wyoming was marked by gloom 

over potential political shocks, which could spill-over into economic shocks. Among these, 

the one cited most was the trade war between the US and China. Former Fed vice chairman 

Stanley Fischer said: “The problem is not in the international monetary system. It is in the 

president of the United States.”  Among the themes discussed at the symposium, was the 

need to pay greater attention to global developments when setting monetary policy, due to 

the ease of capital movement across borders. A widening divergence in monetary settings 

between countries can have destabilising effects and create internal and external 

imbalances. Bank of England governor Mark Carney spoke at length of the US dollar’s 

destabilising effect as the world’s reserve currency. Most global trade is invoiced in dollars 

and two-thirds of the world’s debt issuance is in dollars, proportions which far exceed the 

US contribution to global GDP and global trade. This imbalance creates global financial 

distortions and destructive capital outflows, especially for emerging economies. According 

to Mark Carney, countries are forced to hoard dollars to protect against capital flight, 

which leads to excessive savings and lower potential growth, in turn contributing to the 

current environment of ultra-low interest rates. As a solution, Carney recommended a 

digitally based multi-currency reserve system.  

 

 As the potential efficacy of monetary stimulus is eroded by ultra-low interest rates, which 

arguably have little capacity to fall much lower, there is growing pressure on governments 

to resort to fiscal stimulus to reinvigorate economic growth. Even Germany is discussing 



 

 

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

rates for infrastructure spending and additional fiscal stimulus. While total sovereign debt 

of developed economies has increased over the past twenty years from an aggregate 45% of 

GDP to around 75%, low interest rates have brought down debt servicing costs to just 1.77% 

of combined GDP, the lowest since 1975, and less than half the recent peak of 3.9% 

recorded in the mid-1990s, according to OECD research. Low interest rates may create the 

opportunity for governments to increase debt as a funding tool for much needed fiscal 

stimulus. According to Oliver Blanchard, former chief economist at the IMF and a strong 

advocate of increased fiscal stimulus, “It’s pretty straightforward: if borrowing is cheaper 

you should probably do more of it.”  

 

NORTH AMERICA 

Contributed by Nick Downing 

 Minutes from the Fed’s July policy meeting reveal a strong split in opinion in the Federal 

Open Market Committee, with several members wanting to keep interest rate steady while 

a couple wanted an immediate cut of 50 basis-points rather than the 25 basis-point rate 

cut. This division may have contributed to Fed chairman Jay Powell’s lack of decisiveness in 

the accompanying policy statement, which caused financial markets to sell-off after the 

rate cut announcement. According to the minutes: “Most participants viewed a proposed 

quarter-point policy easing at this meeting as part of a recalibration of the stance of policy, 

or mid-cycle adjustment”, corroborating the view that the Fed was not about to embark on 

a prolonged easing cycle. However, global economic indicators and the trade war have 

deteriorated further since end July, setting the stage for an additonal 25 basis point rate 

cut at the upcoming policy meeting on 17-18th September. Fed funds futures attribute a 98% 

probability to a rate cut.  

 

 The IHS Markit manufacturing purchasing managers’ index (PMI) fell in August from 50.4 to 

49.9 below the contractionary 50-level for the first time since September 2009. Among the 

PMI sub-indices, the forward-looking new orders and export orders indices fell to their 

lowest in ten years, clouding the outlook for a swift rebound over the next few months. The 

services PMI also fell sharply from 53.0 to 50.9 although remained in expansionary territory, 

causing the composite PMI, measuring both manufacturing and service sectors, to decline 

from 52.6 to 50.9. The slide in the manufacturing PMI is attributed primarily to the trade 

war with China. Meanwhile, concern is rising that a loss in manufacturing business 

confidence could spill-over to job losses and consumer confidence, infecting the much 

larger service sector of the economy. According to Tim Moore, a director at Markit, 

“August’s survey data provides a clear signal that economic growth has continued to soften 

in the third quarter.” The PMI data is consistent with a drop in annualised GDP growth to 

around 1.5%, down from 2.1% in the second quarter.  

 



 

 

 The National Association of Realtors (NAR) reported existing home sales, which account for 

around 90% of the US home sales market, increased in August by 0.6% year-on-year, the 

first annual increase since February 2018, helped by low interest rates and a strong jobs 

market. The average interest rate on a 30-year fixed-rate mortgage was 3.77% in July down 

from 4.46% in January. However, NAR chief economist Lawrence Yun cautioned that high 

prices and low inventories provided headwinds to home sales. The inventory of homes for 

sale fell by 1.6% on the year to just 4.2 months’ supply at the current sales rate. A 

balanced inventory is traditionally considered to be around 6 months’ supply. Meanwhile, 

the median sales price increased by 4.3% on the year, continuing to affect affordability. 

Growing unease over the economic outlook may also affect the willingness to buy homes. 

According to Yun, “Given that home buying is a major expenditure people may be hesitant 

to buy homes if they believe we’re facing an economic recession.”  

 

JAPAN 

Contributed by Carel la Cock 

 Japan is said to be in advanced stages in talks with the US over a partial trade deal that 

will see immunity from motor vehicle tariffs in exchange for opening its markets to 

agricultural products from the US. The agreement could be concluded as soon as September 

with Japan hoping the deal will help to offset the increase in consumption tax expected in 

October. However, Mr Trump has in 2017 walked away from a similar deal which Japan 

offered under the Trans-Pacific Partnership (TPP). Both leaders have come under pressure 

recently. For all of Mr Trump’s tough trade talk, he is yet to deliver any real results and Mr 

Abe will face harsh criticism if he oversees a consumption tax increase at the same time as 

tariffs being imposed from the US. Although there are still some hurdles to overcome, the 

deal could be a win for both countries and for both leaders politically. 

 

EUROPE 

Contributed by Carel la Cock 

 German business confidence has fallen to a seven year low as reported by the ifo Institute’s 

Business Climate Index, which fell from 95.8 to 94.3 in August. The index compiled from 

questionnaires to German CEOs regarding their current situation and their expectations for 

future conditions, showed that executives view both current and expected conditions less 

favourable. Pessimism persisted in all sectors with the reading pointing to a possible 

recession in Germany. The latest business confidence reading will put further pressure on 

the German government to abandon its balanced budget policy and announce a stimulus 

package. It is widely expected that the European Central Bank (ECB) will announce further 

interest rate cuts and quantitative easing in September, but with interest rates at historic 

lows, the effectiveness of rate cuts is being questioned. While other developed countries’ 



 

 

central banks still have some headroom, the ECB is already in negative interest rate 

territory. The eurozone needs a shot in the arm, and the German government is best placed 

to administer it via a fiscal stimulus package. 

 

UNITED KINGDOM 

Contributed by Carel la Cock 

 British prime minister, Boris Johnson avoided Brexit talks during his visit to Biarritz for the 

G7 meeting this week. He was more in sync with his European counterparts on a range of 

other issues. However, the Brexit deadline looms large. With parliament set to open in the 

coming week, the likelihood of a no-deal Brexit is now higher than at any other time. 

Europe has maintained that it will not renegotiate the deal offered to his predecessor, 

Theresa May. Mr Johnson wants to remove the “backstop”, designed to prevent a “hard” 

Irish border, but has not proposed an alternative solution. Businesses fear the worst. In a 

recent survey of confidence of listed businesses, conducted by FT-ICSA, most respondents 

expected the economy to decline and that Brexit would have a damaging effect on their 

business. Mr Johnson has a tough few weeks ahead, convincing UK businesses and the 

general public, that leaving Europe without a deal is in the best interest of all. 

 

FAR EAST AND EMERGING MARKETS 

Contributed by Carel la Cock 

 The Amazon rainforest in Brazil has been burning this year at an unprecedented rate. 

Satellite images show that nearly 5,000km2 of forest has been lost this year alone with more 

than 74,000 fires recorded, an increase of 84% from last year. Many observers blame the 

fires on small scale farmers clearing the forest to raise cattle and grow soya beans, spurred 

on by president Jair Bolsonaro’s rhetoric about opening the Amazon to commercial activity. 

Mr Bolsonaro blamed NGO’s for starting the fires saying “What are they trying to do? Bring 

me down?”. However, the claims are unsubstantiated, and the international community has 

slammed the president for not doing more to bring the situation under control. Leading 

Brazilian companies fear that there could be a backlash on demand for Brazilian beef and 

other agricultural products. Finland, which currently holds the EU’s rotating presidency, 

called for the eurozone to investigate the possibility of banning Brazilian beef. At a time 

when nations are gravitating towards protectionism, Brazil can ill afford to fall foul of their 

export markets. Brazil’s economy has recovered in the last year but is still growing at a 

sluggish pace and there are fears that it could slip back into recession this year. 

 

 



 

 

KEY MARKET INDICATORS (YEAR TO DATE % AND LEVEL) 

JSE All Share + 2.04  53811 

JSE Fini 15  - 10.00  14741   

JSE Indi 25  + 8.72  69239 

JSE Resi 20  + 3.75  42586 

R/$   - 6.10  15.29 

R/€   - 2.97  16.97 

R/£   - 1.93  18.68   

S&P 500  + 14.82  2878 

Nikkei  + 1.23  20261 

Hang Seng  + 0.69  25680 

FTSE 100  + 5.45  7094 

DAX   + 10.41  11658 

CAC 40  + 13.11  5351 

MSCI Emerging - 0.50  961 

MSCI World  + 11.75  2105 

Gold   + 19.48  1530 

Platinum  + 8.76  862 

Brent oil  + 8.12  58.86 

 

BOTTOM LINE 

Contributed by Gielie Fourie 

 This week we look at South African pioneers who have achieved success across a diverse 

range of industries. They started in SA and left an international footprint, in one case even 

on the moon. Eric Merrifield: Ever wondered what those big, odd-shaped blocks of concrete 



 

 

near harbours are? They're called dolosse, because it resembles the bones that Sangomas, 

traditional medicine practitioners, throw. Dolosse were invented in the 1960’s by East 

London Civil Engineer, Eric Merrifield as a way to protect harbour walls, breakwaters and 

shore earthworks from the erosive force of waves. Normally weighing up to 20 tons each, 

they can withstand the force of waves. In addition, the design of the dolosse make them 

much more difficult to dislodge than flat objects of a similar weight. Merrifield, born 1914, 

gained his B.Sc. in Civil Engineering at the University of the Witwatersrand. Today his 

dolosse are used in almost every waterfront across the world. In 1972 he was presented 

with an award for his invention by government. In 2016 the dolos was honoured by the SA 

Mint with a Silver Commemorative Coin. It was the first invention to be honoured with a 

Silver Commemorative Coin by the SA Mint. It is indeed a prestigious honour. 

 

 Dr Chris Barnard: On 3 December 1967 Dr Barnard performed the world's first successful 

heart transplant in Cape Town’s Groote Schuur Hospital. Dr Barnard transplanted the heart 

of a car accident-victim, Denise Darvall, into the chest of 54-year-old Louis Washkansky. 

The operation, performed by Dr Barnard and a team of 30, was a surgical success. Dr 

Barnard instantly became an international celebrity. He went on to perform more than 10 

other heart transplants, with one of the recipients surviving a further 23 years. Today heart 

transplants are a common surgical procedure all over the world. In 2017 the SA Mint 

honoured the first successful human-to-human heart transplant with a Silver 

Commemorative Coin. It was the second achievement to be honoured with a Silver 

Commemorative Coin by the SA Mint. 

 

 George Montague Pratley: “Monty” Pratley, an engineer, developed innovative products for 

the mining sector in Johannesburg. One of his inventions was Pratley Putty. Pratley Putty is 

the only South African product to have ever gone to the moon. It was used during the 1969 

moon landing on the Apollo XI mission’s Eagle landing craft. In South Africa, the holes in 

two partially sunken ships were repaired with Pratley Putty, which can also cure under 

water. Pratley Putty is used today in applications ranging from sealing work to gluing wood 

and metal together. Today the Pratley company manufactures 800 products and has 

registered 300 patents. It is manufactured under licence in the USA. This year, 2019, the SA 

Mint honoured Monty Pratley and Pratley Putty with a Silver Commemorative Coin for its 

association with the moon landings exactly 50 years ago. 

 

 Dr Lategan and Etienne Rousseau of Sasol: Formed on 6 Sep 1950, Sasol’s mandate was to 

extract oil from coal. Though petrol, diesel and chemicals had been produced from coal in 

Germany, there was no evidence that it had been economic to do so. Whether it could be 

made competitive with crude oil-derived products remained to be seen. Experts warned 

against the Sasol project, but Sasol turned out to be a big success. Sasol was pioneered by 

Dr P.N. Lategan and Etienne Rousseau. Rousseau became Sasol's first managing director. At 

the time the newly elected South African government of 1948 was concerned that South 



 

 

Africa had minimal oil reserves. This led to the formation of Sasol, in Sasolburg. It was so 

successful that a second and bigger plant with ten times the capacity of the Sasolburg plant 

was built in Secunda in the 1970’s. In 1979 Sasol went public and listed on the JSE. It later 

also listed on the New York Stock Exchange. Today Sasol employs 30,100 people worldwide 

and has operations in 33 countries. It is one of our biggest success stories. 

 

 Henri Johnson: Henri Johnson, an engineer from Somerset West, invented the radar Speed 

Gun in 1992. The Speed Gun accurately measures the speed and angles of speeding objects 

such as cricket and tennis balls. The technology is highly accurate and instantaneous. 

Johnson’s radar gun is now used at Cricket World Cup Tournaments. 

 

 Ferdinand Chauvier: The world's first automatic pool cleaning unit, the Kreepy Krauly, was 

invented by Ferdinand Chauvier in 1974. Chauvier, a hydraulics engineer, emigrated to 

South Africa from the then Belgian Congo in 1951. Kreepy Krauly is an automated pool 

cleaner. It is connected to the pool’s water pump. It needs no batteries. It collects debris 

and sediment from swimming pools with minimal human intervention. When Chauvier died 

in 1985, his Kreepy Krauly was cleaning more than a million pools around the world. 

 

 William Robertson: Robertson invented Q20 in 1950 in Pinetown, KwaZulu-Natal, as a 

product to displace water from the distributor caps on an old VW Beetle. Q20 is a multi-

purpose lubricant. It is an effective water repellent, keeps rust at bay, eases squeaky door 

hinges, and makes it easy to release rusted or seized nuts and bolts, making it invaluable in 

mechanical workshops. Initially Robertson did not know what to call it. He told his 

neighbour that it certainly had 20 answers to 20 questions. Q20 was born. Up until Q20's 

invention, no such all-purpose product existed. The company, Triton-Leo, is in the process 

of establishing a manufacturing plant in the UK to service its European customers. More 

than 1.5 million cans of Q20 are sold in SA alone every year. About 100,000 cans per year 

are sold in the rest of Africa, Europe and South-East Asia. 

 

 The entrepreneurs and inventors mentioned above have made notable economic 

contributions to South Africa. Future innovation will depend on an enabling environment, 

which promotes education, business investment, and research and development 

expenditure.  
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