
Current rising trend in 
private sector credit not 
problematic - pg. 2

Retailers find higher valuations 
abroad - pg. 3

Market moves

The week ahead

Domestic
 

International

Macro

ZA 

South Africa’s trade deficit 
decreased sharply to R1.07 billion 
in February 2016 compared with 
an upwardly revised R17.96 billion 
gap in the previous month, staying 
below market consensus of a R4.65 
billion deficit.

US

The number of Americans filling 
for unemployment benefits was 
276,000 in the week ended 
March 26th, an increase of 11,000 
from the previous week’s level 
of 265,000. Figures came above 
market expectations of 265,000, 
reaching the highest figure in eight 
weeks. 

UK

The Markit/CIPS UK Manufacturing 
PMI came in at 51 in March 2016, 
slightly up from 50.8 in February, but 
below market expectations of 51.2. 
Output growth was unchanged 
from February’s seven-month low, 
employment declined for the third 
straight month and price pressures 
remained on the downside.

Markets

Best performer

Holding company for Sportmans 
Warehouse and Outdoor 
Warehouse, Holdsport was the best 
performer last week with a 19% 
return, following a strong trading 
statement of EPS expected to be 
between 15% and 23% higher. 
Followed by Assore with a 17% 
return for the week.

Worst performer

Pallinghurst Resources was the 
worst performer with a drop of 12% 
for the week. Followed by Harmony 
with a 9% loss for the week.

Sectors

Industrial Metals, with companies 
like Assore and Kumba Iron Ore, 
was the best performing sector 
for the week with a 12.7% return. 
The worst performing sector was 
Beverages, representing companies 
like SAB Miller and Distell, with a 
loss of 4.4% for the week due to 
the rand/GBP exchange rate.
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Performace: 
26/03/2016 to 01/04/2016

Return
(Cumulative)

Local Markets
All Share TR ZAR -1.41
Ind/Financials TR ZAR 0.98
Ind/Industrials TR ZAR 0.23
Financials&Indl 30 TR ZAR -1.67
Ind/Basic Materials TR ZAR -3.00
Gold Mining TR ZAR -1.88
SA Listed Property TR ZAR 1.34
Beassa ALBI TR ZAR 1.61
Commodities
Oil Price Brent Crude PR -8.66
LBMA Platinum AM PR USD -1.47
Gold London AM Fixing PR USD -3.25



Macro note

Current rising trend in private sector credit 
not problematic

Private sector credit in South Africa increased by 
9.02% YoY in February from 8.54% in January. 
This was above market forecasts data from South 
African Reserve Bank (SARB) showed. 

Meanwhile, data released last week showed that 
M3 money supply grew by 10.25% in February, 
compared to a 10.28% rise the month earlier.

When compared to household debt, the rising 
trend in private sector credit, which measures YoY 
change in the central bank lending to the domestic 
private sector, is not problematic. 

Especially because household debt decreased 
to 78% of gross income in 2015 from 86.4% in 
2008. Similarly household debt to GDP reduced 
from 44% in 2008 to 36.9% at the end of 2015.

This shows that the South African consumer is in 
a better position today, because consumers most 
likely used the previous low interest rate cycle to 
pay off debts. 

In this regard South Africa fairs better than 
countries like Switzerland and Hong Kong with 
household debt to GDP percentages of 124.2% 
and 67% respectively. (See next table).

 

 

Bottom line

PSG has always recommended investors to hold a 
long-term investment plan – and not to deviate from 
this plan.  However, during higher interest rate cycles, 
investors with a higher debt burden normally have little 
room to save. 
Data seen by the PSG Wealth Investment Division 

indicates that consumers might currently not suffer 
under such a huge debt burden during this high 
interest rate cycle. 
Therefore investors should continue with their regular 
savings. It is after all the difficult times that offer the 
best buying opportunities.
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Source: www.tradingeconomics.com
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Market note

Retailers find higher valuations abroad

Higher valuations in the domestic market, have 
driven local retailers, over the last year, to shift 
their focus to acquisitions in developed markets.
One of the latest of these transactions was 
when SPAR Group Ltd announced last week that 
the conditions for its acquisition of 60% of the 
ordinary shares in SPAR Holding AG in Switzerland 
for R690.4 million was fulfilled on 1 April. 

According to the group this acquisition is an 
opportunity to invest in a stable market with 
growth potential. It will also complement the 
Group’s recent purchases in Ireland and South 
West England. It’s important to note that SPAR 
Switzerland will continue to operate under the 
current management, especially because their 
CEO is well-known to the group’s management. 

The local SPAR will also have the opportunity to 
buy the remaining 40% of the issued ordinary 
share capital of SPAR Switzerland in five years for 
R873.4 million.

The acquisition should be earnings enhancing 
given the significantly lower acquisition multiple 
relative to the multiple at which the bookbuild (BB) 
was done. 
The R2.2 billion-BB was oversubscribed, at a price 
of R185 per BB share. The issue price represents 
a discount of 0.18% to the 30-day volume 
weighted average price (VWAP) of R185.33 of 
ordinary shares (close of trade on 29 March). The 
Spar Group is trading at normalised profit after tax 
(PAT) multiples of 21.5, while SPAR Switzerland 
was bought on PAT multiples of 13.6.

Research from the PSG Wealth Investment division 
shows that five South African retailers made 
acquisitions of retailers in developed markets in 
the last 18 months. (See table below). This shows 
a growing trend among local retailers who have 
seen growth opportunities in similar operations in 
developed, rather than developing markets. 
Mimicking the SPAR Group’s rationale of finding 
better value in developing markets than on 
domestic level, while taking advantage of the 
premium ratings assigned to their stocks in local 
markets.
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Source: PSG Wealth Investment division

Acquisitions in developed markets by local retailers over past year 

Local Company Purchase date Foreign company
Price in base 
currency Price in ZAR

Brait 26-Jun-15 New Look £783m R14.4bn
Foshini 15-Jan-15 Phase Eight £238m R4.3bn

24-Mar-16 Whistles Limited Not disclosed
Truworths 04-Dec-15 Office Retail £256m R5.6bn
Woolworths 01-Aug-14 David Jones A$2.1bn R21.4bn
Spar 01-Apr-16 SPAR Holding AG CHF44.5m R690.4m

27-Jun-15 ADM Londis R317.0m
01-Aug-14 BWG Group €55m R798.6m



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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