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IN THIS WEEK’S BOTTOM LINE 

Contributed by Gielie Fourie 

 In our previous Bottom Line, we referred to four billionaires from abroad who firstly, saw 

potential in SA, and secondly, have built up successful businesses in SA. A reader asked the 

question: “So, where are our own success stories?”  

 

SOUTH AFRICA ECONOMIC REVIEW 

Contributed by Werner Erasmus 

 Consumer confidence in the first quarter (Q1) of 2019, as measured by the FNB/BER consumer 

confidence index, dropped to +2 index points, down from +7 points recorded in Q4 of 2018. 

The drop is even worse when compared to Q1 of 2018, when consumer confidence measured 

+26 index points just after President Ramaphosa took office. The recent weakening of the 

exchange rate, increasing fuel prices, rising taxes announced in February and prolonged 

strikes are all factors that have negatively impacted consumers during the first quarter of 

2019. Although the drop is negative, at +2 points the consumer confidence index is at its 

long-time average. This indicates that consumers in South-Africa are neither optimistic nor 

pessimistic about the economy.  

 

 Producer Price Index (PPI) inflation for March was much higher than expected coming in at 

6.1%, up from 4.7% in February. The 6.1% recording also beat the consensus forecast of 5.4%. 

The significant rise in PPI was mainly a result of the increase in fuel and electricity prices in 

March. PPI in South Africa averaged 5.72 % from 2013 until 2019, reaching an all-time high of 

8.80 % in April of 2014 and a record low of 2.61 % in February of 2015. Looking ahead, 

producer inflation is expected to rise further due to the big petrol price increase in April and 

a 54c/litre petrol price hike in May.  

 

SOUTH AFRICA: THE WEEK AHEAD 

Contributed by Werner Erasmus 

 



 

 

 Balance of Trade for March 2019: Due Tuesday, 30 April 2019 at 14h00. The Trade balance is 

expected to increase to R 4.8 Billion, up from R 3.99 Billion in February 2019. 

 

NORTH AMERICA 

Contributed by Nick Downing 

 The S&P 500 index scaled new record highs over the past week lifting its gains since the 

market low on 24th December of last year to 25%. Equity markets have been propelled higher 

by a U-turn in Fed monetary policy, growing confidence that the US and China will resolve 

their trade dispute and the likelihood that the US will avoid an economic recession. However, 

further equity market gains will likely depend on an actual recovery in earnings growth. The 

aggregate earnings of companies making up the S&P 500 index, which have so far reported 

their financial results for the first quarter (Q1), show a year-on-year decline of 3.3% in Q1. 

However, this is better than had been forecast. According to consensus forecast, company 

earnings are expected to recover in the second half of the year, resulting in 3.6% growth in 

2019, gaining momentum in 2020 with a solid earnings growth rate of 11.5%.  

 

 US GDP grew in the first quarter (Q1) by a stronger than expected 3.2% quarter-on-quarter 

annualised up strongly from 2.2% in Q4 of last year and well above the consensus forecast of 

2.5% growth. However, financial markets were less impressed with the underlying data. The 

headline figure was powered by a sharp decline in imports following the front-loading which 

occurred at the tail-end of last year ahead of the imposition of new tariffs. Inventories, which 

have risen rapidly for three straight quarters, also contributed strongly to the GDP figure. A 

normalisation in inventory levels in future quarters will equally detract from GDP growth as 

will a normalisation in trade patterns. Inventories and net trade contributed 0.65 and 1.0 

percentage points to the Q1 GDP growth figure. By contrast, consumer spending which 

contributes two-thirds of GDP increased in Q1 by just 1.2% down sharply from 2.5% in Q4, 

indicative of weakening domestic demand. Meanwhile, the Fed’s preferred inflation measure, 

the personal consumption expenditure (PCE) price index, increased in Q1 at an annualised 

rate of just 0.6% a substantial deceleration from 1.5% in Q4 and far below the Fed’s 2% 

inflation target. The economy appears to be in the sweet spot of moderate-to-strong growth 

with low inflation. Interest rate futures attribute a 66% probability of a Fed rate cut by year-

end, which increased from 61% prior to the GDP and PCE data release.  

 

 The University of Michigan US consumer confidence index remained close to historic highs in 

April despite slipping slightly from 98.4 to 97.2. The consumer confidence survey showed that 

44% of respondents expected their financial prospects to improve over the year while only 

8% expected them to worsen, the best such reading since 2004. The buoyant data follows the 

strong rebound in retail spending in March, when sales surged by 1.6% on the month its largest 

increase since September 2017. The broad-based increase in retail sales should carry through 

into the second quarter (Q2), which suggests the lacklustre 1.2% annualised increase in 

consumer spending in Q1 will pick-up in Q2 amid strong jobs and wage growth and low 



 

 

inflation. Richard Curtin, the survey’s chief economist forecasts consumer spending growth 

will recover to a 2.5% pace in 2019.  

 

 Durable goods orders surged in March by 2.7% month-on-month the strongest increase since 

August last year while the previous month’s 1.6% decline was revised upwards to 1.1%. On a 

year-on-year basis durable goods orders gained 3%. The strong reading in March is largely 

attributed to the traditionally volatile aircraft segment. Civilian and defence aircraft orders 

increased by 31.2% and 18% on the month, respectively. New orders for non-defence capital 

goods excluding aircraft, a closely followed barometer of business investment spending, 

increased by a solid 1.3% on the month, the strongest increase since July 2018, accelerating 

from the 0.1% increase recorded in February. Buoyant business investment spending signals 

a potential improvement in productivity, which would increase the potential growth rate of 

the US economy.  

 

 New home sales increased for a third straight month, rising in March by a solid 4.5% month-

on-month to an annualised pace of 692,000 units its highest level since November 2017. 

However, existing home sales which account for the bulk of the market remained mixed 

giving back some of the massive 11.2% rebound recorded in February with a decline in March 

of 4.9% on the month, its biggest monthly decline since November 2015. On a year-on-year 

basis, existing home sales continued to decline, falling in March by 5.4% the 13th straight 

negative reading. While economic fundamentals have improved these have yet to reflect in 

a sustainable recovery in the housing market. The 30-year mortgage rate has dropped 

precipitously from around 5% in the third quarter last year to the current rate of 4.17%, 

raising the affordability of home purchases. The gradual increase in inventory of homes for 

sale and a slowdown in home price growth should also aid affordability, boosting the recovery 

in the housing market.  

 

CHINA 

Contributed by Nick Downing 

 Following their strong gains in March both the official and private Caixin manufacturing 

purchasing managers’ index (PMI) surveys dropped back in April placing the strength of 

China’s economic recovery back under the spotlight. The official National Bureau of Statistics 

PMI, which is weighted towards the larger state-owned enterprises, fell from 50.5 to 50.1 

while the Caixin PMI, which is more heavily weighted towards small- and medium-sized 

manufacturers, fell from 50.8 to 50.2, due to a fall in the new orders sub-index and especially 

steep decline in the new export orders index, pushing it back into contractionary territory. 

While both PMIs remained above the expansionary 50-level it is concerning that the forward-

looking orders indices lost ground. The weak PMI data are likely to be reflected in a pullback 

in April’s industrial production and export growth data. While the PMI data were 

disappointing, economic activity is expected to maintain its gradual recovery as the year 

progresses, as the effect of strong credit growth filters down.  



 

 

JAPAN 

Contributed by Carel la Cock 

 Industrial production in Japan continued to fall during March by 4.6% year-on-year, which is 

the biggest decline since 2015 and was worse than the market expected. The sectors most 

affected were motor vehicles, fabricated metals and production machinery. The good news 

is that output is expected to recover in April. Furthermore, the retail sector fared much 

better and saw sales in March expand by 1% compared to last year. The figures came in ahead 

of expectations and there will be hope that Japanese consumers will help drive the economy. 

Unemployment was marginally higher in March by 0.2 percentage points, but still at historic 

lows. 

 

 The Bank of Japan (BoJ) has strengthened its accommodative stance by promising to hold 

rates unchanged until the last quarter of 2020. The BoJ has taken steps in the past few weeks 

to re-ignite an economy that has felt the effects of the slowing global economy largely driven 

by the uncertainty in the ongoing China-USA trade talks. The more specific duration of 

keeping rates unchanged, will reassure market participants that the BoJ is unlikely to 

abandon its negative interest rates policy. The BoJ’s guidance on expected inflation out to 

2022 is 1.6%, meaning that despite holding rates lower for longer, the central bank will still 

miss its inflation target of 2%. 

 

EUROPE 

Contributed by Carel la Cock 

 The Centre for Economic Studies (CES) in Munich reported that the German economy 

“continues to lose steam”. The ifo Business Climate Index, compiled by CES, surveys German 

managers on their assessment of the current business situation as well as their outlook for 

the next six months. The index was 0.5 points lower at 99.2 in April. This was a reversal in 

trend from March when marginally more positive sentiment prevailed. Among the sectors, 

managers indicated that both the current situation as well as the outlook for manufacturing 

has deteriorated, a trend which started in September 2018. The services sector had an 

improved index reading with higher expectations partly offset by a lower rating in the current 

situation, although still at an overall favourable level. The business climate index for trade 

has deteriorated by 0.9 points. Although firms still see their current situation as positive, 

their assessment is slightly lower. Retail traders’ expectations are also down from March in 

contrast with wholesalers. In construction, managers are even more positive about the 

current situation, but there is growing concern whether the favourable conditions will 

continue. Germany narrowly missed a recession in the last quarter of 2018, and while the 



 

 

German government has halved its growth projection to 0.5% for this year, the survey suggest 

that the economy might be even weaker than that.  

 

 In a move to quell the ongoing ‘gilets jaunes’ protest which is now in its 23rd week, the French 

president, Emmanuel Macron, has vowed to cut taxes and decentralise administration. He 

further promised not to close any more schools or hospitals without the approval of the 

mayors in those areas. The measures, which includes €5bn worth of personal tax cuts and 

reinstating inflation-indexing for pension plans from 2019, are aimed at those falling in the 

lower income brackets and will be offset by closing tax loopholes for companies. Mr Macron 

also plans to incentivise people to work beyond the retirement age of 62. However, the 

French employers’ federation, Medef, has already condemned the proposed higher corporate 

taxes and criticized him for his lack of commitment in cutting the fiscal spending. Economists 

have generally welcomed the new measures as Mr Hense, economist at Berenberg points out 

“Although the concessions will probably add to France’s fiscal challenges, we expect stronger 

gains in employment and the tax base to more than offset any near-term fiscal damage over 

time”. He further adds that with historically low fiscal deficits, there is currently “the fiscal 

legroom and political willingness to give Macron flexibility to cut taxes and time to overhaul 

the French economy.” If Mr Macron can manage to get this delicate fiscal balance right, the 

French economy could provide the drive that the Eurozone so desperately needs. 

 

UNITED KINGDOM 

Contributed by Carel la Cock 

 Despite the uncertainty surrounding the exit from Europe, the UK has the lowest 

unemployment rate in more than four decades, currently at 3.9% for the three months to 

February. Nominal wages excluding bonusses were up 3.4% year on year and 1.5% in real 

terms after taking inflation into account. Higher wages might go some way in explaining why 

retail sales were up by 1.2% month on month and 7.3% year on year in March, with lower fuel 

prices also providing a tail wind. Sales volumes were up by 1.6% in the first quarter compared 

to the last quarter of 2018 and up 5% compared to a year ago. The figures will come as a 

welcome relief to the Bank of England Monetary Policy Committee members that will convene 

on Thursday to review the benchmark rate. It is expected that the rate will be kept 

unchanged. 

 

FAR EAST AND EMERGING MARKETS 

Contributed by Carel la Cock 

 In another sign that the economies of Argentina and Turkey are mired in recession, car sales 

in both countries were down year on year by 49% and 44% respectively in March. Imports in 



 

 

Argentina have fallen by 11.2% month on month and 33.7% year on year in March. 

Unemployment in Turkey is currently at 15%, the highest in a decade. Both the Argentine 

Peso and the Turkish Lira have driven the MSCI’s broad emerging market currency index down 

0.8% since the start of the week, marking six consecutive daily declines. The Peso is down 

16.4% against the Dollar this year and the Lira, down 11%, is back at levels last seen in 

October. The Turkish central bank has kept its benchmark rate unchanged at 24% but has 

removed a commitment to raise rates if needed. The latter has sparked renewed pressure on 

the currency and economists points out that inflation currently at 20% will overshoot the 

target of 5% by a wide margin. Headline inflation in Argentina for March was 4.7% and almost 

55% annualised. President Mauricio Macri has announced several policies to combat the high 

inflation rate and stave off slowing growth and the weakening currency. Amongst the policies 

are price controls on certain goods to provide relief to the poor. Mr Macri might hope that 

the measures will shore up his support in the upcoming election in October, in which polls 

have shown his support is waning. There are fears that Argentina might default on its debt 

with the market pricing in a 65% probability. As we have experienced in the past, turmoil in 

one emerging market economy can cause heightened perceived risk in another and there is 

a risk that it could spill over into the South African market. 

 

KEY MARKET INDICATORS (YEAR TO DATE % AND LEVEL) 

JSE All Share + 11.24  58662 

JSE Fini 15  + 4.28  17081   

JSE Indi 25  + 15.50  73557 

JSE Resi 20  + 12.57  46203 

R/$   + 0.24  14.32 

R/€   + 2.77  16.02 

R/£   - 1.03   18.52   

S&P 500  + 17.40  2943 

Nikkei  + 11.21  22258 

Hang Seng  + 17.21  29892 

FTSE 100  + 10.59  7440 

DAX   + 16.75  12328 



 

 

CAC 40  + 17.97  5580 

MSCI Emerging + 12.14  1082 

MSCI World  + 15.48  2175 

Gold   + 0.02  1281 

Platinum  + 12.95  896 

Brent oil  + 32.26  72.0 

 

BOTTOM LINE 

Contributed by Gielie Fourie 

 In our previous Bottom Line, we referred to four billionaires from abroad who firstly, saw 

potential in SA, and secondly, have built up successful businesses in SA. A reader asked the 

question: “So, where are our own success stories?”  

 

 Goeie vraag! Daar is meer as 400 maatskappye gelys op ons aandelebeurs. Die meeste is 

suksesvol. Toegegee, daar was enkele groot mislukkings, soos Steinhoff. Steinhoff het 

moontlik meer media blootstelling gekry as al die ander maatskappye saam! Rob Rose en 

James-Brent Styan het elk ’n boek geskryf oor Steinhoff. Twee boeke oor ’n mislukking! Geen 

boek het verskyn oor enige van die 400 suksesvolle maatskappye nie. Markus Jooste became 

a household name, even a celebrity. Few people know who Gerrie Fourie or Bob van Dijk is. 

Gerrie and Bob (a Dutchman) are the CEOs of the highly successful Capitec and Naspers, 

respectively. No books were written on their successes. They will have to write their own 

books. Jannie Mouton did exactly that. He wrote his highly readable book, “And then they 

fired me”. It should be required reading for scholars, students and budding entrepreneurs. 

Mouton spells out the steps he took to build PSG. We should have more books on successful 

people than books on frauds and failures. Aesop said: “We hang petty thieves and appoint 

the great ones to public office”. 

  

 Five Fat Years and Five Lean Years: The past ten years can be divided into five fat years (2009 

– 2013) and five lean years (2014 – 2018). During the five fat years the JSE All Share index 

more than doubled from 21 764.90 to 46 589.70 index points - 114% in total. During the five 

lean years the index slowly inched ahead to 51 264.06, a feeble 10%, far less than the inflation 

rate for the period. 

 

 Nedbank Research: The five fat years were never sustainable. As normally happens during 

good times, people said: “This time is different”. Enter Jacob Zuma! His second term as 

president started May 2014. Nedbank estimates that poor policy decisions, maladministration 



 

 

and corruption during Zuma's second term cost the South African economy R470 billion. He 

was ousted after nine years in power. Pres. Cyril Ramaphosa described the Zuma years as 

“nine lost years”. We hit the bottom with a recession in 2018. Will we ever recover? Now, 

once again, people say: “This time is different – we won’t recover”.  

 

 Old Mutual Research: Research by Old Mutual has proved two things: Firstly, 2014 was an 

exceptionally good year. The 2014 peak was the sixth time since 1924 (90 years) that the JSE 

All Share Index moved one standard deviation above its long-term trend. Secondly, 2018 was 

not that bad. The decade of the 1980s was far worse than it is now. Our debt levels were so 

high that we were on the verge of defaulting. Our GDP growth fluctuated between zero and 

negative. To crown it, the market crashed in 1987. We remember those years very well. We 

are not near to a crash now. For the first time in ten years the market is offering value. 

 

 The Road to Recovery: We believe economic growth will pick up and revert to the mean. But 

it won’t happen overnight. Ramaphosa is busy with several exciting initiatives. The 

appointments of Shamila Batohi, Edward Kieswetter and the new Scorpions are extremely 

positive. So is the firing of corrupt officials like Tom Moyane, Nomgcobo Jiba and Shaun 

Abrahams. His YES program to address youth unemployment, is working. The Public-Private 

Growth Initiative (PPGI) led by Roelf Meyer is a winner. Meyer and his team meet with the 

cabinet on a weekly basis. Ramaphosa’s investment drive has gathered momentum and is 

paying off. PwC has given the investment drive the thumbs up. The R290bn influx in 

investment is expected to add R338bn to GDP over the next five years and create 165,000 

jobs. Global companies like Rio Tinto, Nissan and Amazon have announced big investments 

in SA. They could have invested anywhere in the world, but they picked SA. The biggest 

project, Total’s Brulpadda, could be a game changer. The list goes on. 

 

 Summary: We should remain objective. Bad news sells. The media has a bias towards bad 

news and fake news. If you follow the media, you run the risk of being misinformed. If you 

don’t follow the media, you run the risk of being uninformed. The choice is yours! Where are 

own success stories? Well, we have the resources, the potential and entrepreneurs like Gerrie 

Fourie, Roelf Meyer, Shamila Batohi, Edward Kieswetter and more, to get our economy back 

on track. We have produced geniuses like Mark Shuttleworth and Elon Musk. Jack Ma, founder 

of Alibaba, who started with nothing more than sheer guts, said it so well: “Success can come 

at any age. Look at challenges as opportunities. Turn problems into opportunities”.  

 

 Yes, we can make SA Great Again! Thuma Mina – send me! I wanna lend a hand! 

 

Disclaimer 

Information and opinions presented in this Report were obtained or derived from public sources that Overberg Asset 

Management believes are reliable but makes no representations as to their accuracy or completeness. Any opinions, 

forecasts or estimates herein constitute a judgement as at the date of this Report and should not be relied upon. There can 

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. 


