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South Africa

Retail sales disappointed in January, 
contracting by 2.3% y/y, against 
the markets’ forecast of a 1.2% 
growth following a 1.0% increase 
in December. The main drag came 
from the ‘general dealers’ and 
‘textiles, clothing, footwear and 
leather goods’ categories, where 
annual sales contracted sharply.

Germany

German producer prices rose 3.1% 
y/y in February 2017, compared to 
a 2.4% growth in January, while 
markets expected a 3.2% rise. 
It was the strongest gain since 
December 2011, driven by a faster 
increase in the cost of energy, 
intermediate goods and consumer 
goods.

Netherlands

Dutch consumer confidence went 
up to +16 in March, from +14 in 
February. It was the highest reading 
since June 2007, as consumers 
were more positive toward the 
economy and their willingness to 
buy rose.

Markets*

Best performer 

For the week was Kumba Iron Ore 
with a return of 17%. Gold Fields 
Ltd. was second, with a 15% 
return for the same period.

Worst performer 

Novus Holdings Ltd. was the worst 
performer for the week with a 
loss of 29%. Followed by Sun 
International Ltd. with a 17% drop 
for the week.

Sectors 

Industrial metals was the best 
performing sector for the week with 
a return of 8.3%. The industrial 
engineering sector was the worst 
performing with a 3.1% loss. 
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Recent inflation data has indicated that, after a long 

lull, consumer and producer prices are feeling upward 

pressure. Consumer price inflation (CPI) in the US 

is already around the US Federal Reserve’s (Fed) 2% 

target. If CPI moves above this target the Fed would 

use rate increases to rein in prices.

“In a relatively short period of time, the US inflation 

picture has escalated from dormant to a state of semi-

perkiness,” said analysts at brokerage Jefferies in a 

note to clients, predicting an elevated 3.2% inflation 

rate for the third quarter…Higher inflation has not 

been a good thing in the past for equity markets, as 

performance generally weakens as inflation rises. A 

faster pace of rising inflation could bring about more 

rate hikes, which also weakens returns.” There’s also 

some gentle pressure coming from the growth side of 

the equation: the American labour market is seeing 

the fewest layoffs since the early 1970s, a sign of an 

economy ramped up to near maximum capacity. One 

reason the central bank is moving so cautiously could 

be the slow start to economic policy from the new 

presidential administration. 

In her press conference, Fed Chair Janet Yellen said 

the central bank would have to wait and see what the 

fiscal and tax policies are before making any necessary 

amendments to monetary policy. For commodity prices 

and rate-sensitive sectors of the stock market, Yellen’s 

cautious tone was a reprieve. The dollar fell more than 

1% against a basket of currencies in the wake of the 

Fed’s statement. As they consider the pace of hikes to 

come, central bankers will have to consider the dangers 

to global growth posed by sudden moves in the mighty 

greenback.
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Bottom line

We just came out of an economic cycle where the 
possibility of deflation was seen as the biggest threat 
to the world economy. Now we are already starting to 
see the first warnings against high inflation. A good 
investment strategy is one that does not have to change 
as economies and markets run through their cycles. 

The PSG Wealth financial planning strategy and the 
supporting PSG Wealth Solutions were developed to 
provide stability over all the different economic and 
market cycles.

US inflation since 2007

Source: US inflation calculator

Macro note

US inflation highest in five years

5%

4%

3%

2%

1%

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017



Healthcare providers operate within a defensive sector 

with attractive structural drivers. However, the sector 

does remain exposed to regulatory threats and ongoing 

pressure on tariffs. Domestically, the key risk stems from 

the potential for negative legislation. The Competition 

Commission is currently investigating pricing in the private 

healthcare sector in South Africa. 

Skills shortages in South Africa can also create significant 

issues. The different healthcare providers continue to face 

regulatory pressure in their specific regions of operations, 

according to their latest financial results. Medclinic has 

received the brunt of regulatory pressure. The group’s 

Swiss business is exposed to the threat of a new tax on 

private patients in Zurich. In the United Arab Emirates 

(UAE), legislative risks also continue to rise. Their UAE 

business came under significant pressure after the required 

20% co-payment on Thiqa patients was implimented in 

Abu Dhabi. 

Netcare is likely to conclude a PropCo rental-deal in 

the short-term and resolve the ownership structure of 

OpCo in 2017. Regardless of the lacklustre recovery in 

private medical insurance (PMI) and volumes in the UK, 

the group still stands to benefit from the spill-over of an 

overburdened National Healthcare System (NHS). 

Netcare is also likely to grow market share in South 

Africa, supported by the ramp up of their new hospitals. 

Its latest network deal with the Government Employees 

Medical Scheme’s (GEMS) and their proposed move into 

mentalhealth via Akeso clinics could also boost growth. 

The 95% stake that Life Healthcare has in the Alliance 

Medical Group (AMG), a European diagnostics provider, 

presents growth opportunities for this group. Specifically 

in the under-penetrated UK-region.
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Market note

Main structural drivers for listed healthcare providers

Important numbers for three listed healthcare providers in Southern Africa

Source: PSG Wealth research team, Netcare, Life Healthcare, Mediclinic financial results ending September 2016

EBITDA margin

Netcare - 21.9%
Life Health Care - 27.5%

MediClinic - 20.7%

Growth and paid patient days

Netcare - 4.7%
Life Health Care - 4.0%

MediClinic - 2.6%

Occupancy

Netcare - 67.2%
Life Health Care - 72.5%

MediClinic - 74.2%
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Disclaimer 

PSG Wealth is a brand underneath PSG Konsult Ltd, which consists of the following legal entities: PSG Multi-Management (Pty) Ltd, PSG Securities Ltd, PSG Fixed Income and 
Commodities (Pty) Ltd, PSG Scriptfin (Pty) Ltd, PSG Invest (Pty) Ltd, PSG Life Ltd, PSG Employee Benefits Ltd, PSG Trust (Pty) Ltd, and PSG Wealth Financial Planning (Pty) Ltd.

Affiliates of the PSG Konsult Group are authorised financial services providers. The opinions expressed in this document are the opinions of the writer and not necessarily those of PSG 
Konsult Group and do not constitute advice. Although the utmost care has been taken in the research and preparation of this document, no responsibility can be taken for actions 
taken on information in this document. Should you require further information, please consult an adviser for a personalised opinion.

Collective Investment Schemes in Securities (CIS) are generally medium- to long-term investments. The value of participatory interests (units) may go down as well as up and past 
performance is not a guide to future performance. CIS are traded at ruling prices and can engage in borrowing and scrip lending. A fund of funds is a portfolio that invests in portfolios 
of collective investment schemes, which levy their own charges, which could result in a higher fee structure for these portfolios. Fluctuations or movements in the exchange rates may 
cause the value of underlying international investments to go up or down. A schedule of fees and charges and maximum commissions is available on request from PSG Collective 
Investments Limited. Commission and incentives may be paid and if so, are included in the overall costs. Forward pricing is used.

The portfolios may be capped at any time in order for them to be managed in accordance with their mandate. Different classes of participatory interest can apply to these portfolios 
and are subject to different fees and charges. Figures quoted are from I-Net, Stats SA, SARB, © 2015 Morningstar, Inc. All Rights Reserved for a lump sum using NAV-NAV prices net 
of fees, includes income and assumes reinvestment of income. PSG Collective Investments Limited is a member of the Association for Savings and Investment South Africa (ASISA) 
through its holdings company PSG Konsult Limited.

Conflict of Interest Disclosure: The fund may from time to time invest in a portfolio managed by a related party. PSG Collective Investments Limited or the Fund Manager may negotiate 
a discount on the fees charged by the underlying portfolio. All discounts negotiated are reinvested in the fund for the benefit of the investor. Neither PSG Collective Investments 
Limited nor the Fund Manager retain any portion of such discount for their own accounts. PSG Multi-Management (Pty) Ltd (FSP No. 44306), PSG Asset Management (Pty) Ltd (FSP 
No. 29524) and PSG Collective Investments Limited are subsidiaries of PSG Group Limited. The Fund Manager may use the brokerage services of a related party, PSG Securities Ltd.
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