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South Africa

Consumer prices in South Africa rose 
6.1% YoY in September, following 
a 5.9% increase in August. This was 
below market expectations of 6.2% 
gain. It was the highest figure since 
June as the cost of transport went 
up at a faster pace.

United States

The flash IHS Markit Manufacturing 
PMI for the US increased to 53.2 in 
October, from 51.5 in September, 
beating market expectations of 
51.5. It is the highest figure since 
October 2015. The PMI was boosted 
by stronger output and new business 
growth.

European Union

The ECB held its benchmark 
refinancing rate at 0% for the 
sixth straight time in October, as 
widely expected. Both the deposit 
rate and the lending rate were also 
left steady at -0.4% and 0.25%, 
respectively.

Markets*

Best performer

For the week was Tradehold Ltd. 
with a return of 8%. Calgro M3 
Holdings Ltd. was second with a 7% 
return for the week.

Worst performer

Royal Bafokeng Platinum was the 
worst performer for the week 
with a loss of 13%. Followed by 
ArcelorMittal South Africa with an 
11% drop for the same period.

Sectors

The best performing sector for the 
week was industrial engineering 
with a return of 11.8% for the 
week. The sector representing 
equity investments was the worst 
performing sector for the week 
with a 3.4% loss. 
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*Disclaimer: Total weekly returns based on closing values from Monday to Monday.
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Performace: 
15/10/2016 to 21/10/2016

Return
(Cumulative)

EA: Inflation rate

All Share TR ZAR 0.96

Ind/Financials TR ZAR 2.23

Ind/Industrials TR ZAR 0.14

Financials&Indl 30 TR ZAR 0.78

Ind/Basic Materials TR ZAR 1.58

Gold Mining TR ZAR 4.82

SA Listed Property TR ZAR 2.70

Beassa ALBI TR ZAR 0.04

Commodities

Oil Price Brent Crude PR -0.33

LBMA Platinum AM PR USD -1.28

Gold London AM Fixing PR USD 0.62



Macro note

Challenges facing Gordhan ahead of mini-budget

The Finance Minister faces his “toughest budget speech 
to date”, economist have noted.

Finance Minister Pravin Gordhan is expected to deliver 
the Medium Term Budget Policy Statement (MTBPS) 
later today in parliament. Gordhan will seek to 
stimulate the economy while containing expenditure. 
This will be a careful balancing act of raising revenue 
through taxes on already strapped consumers, and 
curtailing government spending in a low growth 
environment worsening every year. It will be even 
harder this year with factors such as the fees-must-
fall campaign, the threat of a sovereign downgrade 
and the minister’s pending court appearance on fraud 

charges. Economist agree that Gordhan faces five key 
challenges in his MTBPS:
1. Weak economic growth and an appropriate 

turnaround strategy
2. Sustained budget deficits
3. Containment of government debt
4. The current account deficit
5. Political uncertainty

Weak economic performance has strained the budget 
deficit, while revenue stays inefficient to cover 
expenditures. Gordhan will need to present viable 
strategies to tackle these challenges, especially if a 
downgrade is to be avoided.
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Bottom line

We have been communicating that macro-economic 
considerations will have in increasingly important 
impact on markets going forward. We are mindful of 
these developments and approach them with much 

consideration, prudence and care. We consider these 
developments in conjunction with our assessment of 
asset classes and security specific fundamentals. 

SA government debt

Source: Trading Economics, Moneyweb

Current account 
de�cit 3.1% to GDP

Gordhan delivers 
MTBPS
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Current account 
de�cit 4.4% to GDP

Budget de�cit projected to fall from 
3.2% of GDP (2016/17) to 2.4% (2018/19)

Gordhan predicts net national debt to 
stabilise at 46.2% of GDP in 2017/18

Current account 
de�cit 5.3% to GDP

IMF cuts SA 2017 
GDP growth from 
1% to 0.8%

Ratings agencies will view it as negative, if Gordhan does not have political support to implement his strategies



Market note

Naspers sells Polish auction site 

Africa’s most valuable company, Naspers, agreed to sell 
Allegro, a Polish online auction site, for $3.25bn. This 
was ahead of expectations.

In a statement the media company said the sale was 
“consistent with the group’s strategy to find and 
unlock value for shareholders”. Founded in 1999 
and headquartered in Poznan, Allegro is a popular 
online shopping destination in Poland with more than  
20 million registered users. Allegro was bought as part 
of Naspers’ acquisition of Tradus in 2008, for a purchase 
price of $1.485bn, since then it has generated about 
$714m in cash flow. Allegro accounted for about 30% 
of Naspers’ annual EBITDA. With other eCommerce 
businesses recording losses, it’s likely a bigger loss in 
EBITDA would be recorded and it could take time for a 
loss in EBITDA to be recovered.

The Naspers statement indicates that proceeds will 
be used to repay debt, and fund the continuing 
scaling of Naspers’ eCommerce businesses, plus 
finance any potential new acquisitions. The total 
debt of Naspers stood at $3.9bn at the end of 
the 2016 financial year, while net debt amounted 
to $2.2bn. Theoretically placing the company 
in a positive net cash position. The S&P credit 
rating of Naspers is currently at BBB-, in line with  
South Africa’s sovereign rating. If South Africa’s 
sovereign rating is downgraded by S&P at the start 
of December, it could likely lead to a downgrade of 
Naspers. This transaction is still subject to antitrust 
clearance.

Then last week Tuesday, Naspers said it would combine 
Ibibo with competitor MakeMyTrip to create one of 
the largest travel group’s in India. The combination of 

ibibo and MMYT brings together leading consumer 
travel brands, including MakeMyTrip, goibibo, redBus, 
Ryde and Rightstay. By combining the complementary 
strengths of each travel group, the transaction is 
expected to unlock value for customers, while supplying 
partners and shareholders for the businesses.

The disposal of Allegro is positive for Naspers’  
underlying credit fundamentals and showcases 
Naspers’ skill in monetising their fully developed assets. 
However, Naspers’ valuation remains driven by the 
share price of Tencent, the groups largest investment. 
Especially because the market does not ascribe 
significant value to the group’s other eCommerce 
operations, despite an increase in the scale of these 
operations over the last few years.

Naspers net debt since 2014 financial year

FY14

1 461

23%

Net debt Gearing %

FY15

1 994

30%

FY16

1 213

12%

Source: Naspers 2016 financial results
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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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