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Investec Asset Management
recently held their quarterly
“Taking Stock” Roadshow,
featuring as always, Director
Jeremy Gardiner’s most
informative and entertaining
video-take on the world’s
economic outlook.

Gardiner’s main message during this
presentation was that the world is
still in bad shape, but 2013 would be
seen as the year the recovery began
and that globally, the economy has
bottomed and that we should start
seeing a turn-around from here on
out.

But it was another point Gardiner
made that piqued the interest of the
audience. Compared to the rest of
the world, South Africa is actually
in pretty good shape and we
should view ourselves as fortunate
that we live in this country.

(Can you imagine the audience’s
collective...HUH?)

As South Africans, many of us do not
realise the benefit we have of living
at the bottom tip of the African
continent and that we are very much
shielded from the strife that the rest

of the world is still experiencing.

For one thing, our debt to GDP
ratio is actually quite healthy
compared to other countries,

notably other first world

countries.

The Debt ratio is defined as the
amount of government debt a country
has as a percentage of its gross
domestic product, which is something
any country would want to keep as
low as possible. Compared to
countries like the US (at 107%), Japan
(236%), Greece (170%), Italy (120%,
France (90%), Germany (80%) and the
UK (at 89%), our mere 43% debt
ratio seems relatively healthy in

comparison.

The economic situation in most of
these other countries is grave, and
only getting worse.

The United States, for example, is
sitting with a deficit of $17 trillion,
and rising by almost 2% per vyear.

This is an almost unfathomable
amount of money. I’m sure most of us
have seen the email doing the rounds
to put this figure into context for us
by depicting stacks of $100 bills.

One trillion US Dollars is comparable
to the size of one American football
field, and larger than a Boeing 747-
400 transcontinental airliner. Multiply
that by 17 and you get what Michael
Power (Investment Strategist at
Investec) would refer to as a “BFN.” *

(A rude yet highly appropriate term.)



http://www.fpi.co.za/professional/Home/tabid/3696/language/en-ZA/Default.aspx
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This debt situation is so grave that the US government
literally shut its doors for several days so that the
Republicans and the Democrats can figure out a plan as
to what they are going to do about it.

To add insult to injury, the contentious “Obamacare”
Health Bill is another item on their agenda they need to
reach consensus on, as this plan—although sounds won-
derful in theory—could most likely cripple the US econo-
my even further should it go ahead as proposed.

The US government has promised this new health bill to
the millions of Americans living without health care, yet
the reality is they can’t afford it. Therefore they need to
figure out how they are going to dig themselves out of
this very, very deep hole. It’s a recipe for disaster, and
one that is currently still unfolding as we speak. One can
only speculate as to what the socio-economic impact
would be either way. We definitely do not want to be in
their shoes.

Moving on to other countries—did you know that
Denmark is currently the most indebted country in the
world in terms of household debt? The Organization for
Economic Cooperation and Development estimates Dan-
ish debt at a world-beating 310 percent of disposable
incomes. This all due to the crash of their real estate
market which after five years is only just beginning to
show signs of recovery, but leading the Danish into a
false sense of security to borrow even more.

In Italy, more than eight million Italians already live
below the poverty line, including the many who are still
employed. The CGIA research institute in Mestre, near
Venice, found that one in two small businesses was only
able to pay its employees in instalments. Three out of
five companies are forced to take out loans to pay their
high tax bills. And hundreds of thousands of restaurants
and shops are closing their doors on an annual basis.

All over the country of Greece, workers are striking to
protest job cuts and austerity measures. The suicide rate
in the country has gone up by 45% since the beginning of

their financial crises. Who would have thought that a
country who used to dedicate 0.7% of its share of budget
to international aid and humanitarian assistance prior to
the financial crisis of 2008 would now find itself in need
of global charity? The youth of Greece are fleeing their
homeland at a rate much worse than we experienced
here during the 1994 elections.

Gardiner made particular mention of the fact that
we as South Africans should not be comparing our-
selves to the likes of the US or the UK, or any other
developed nation for that matter. So let’s rather
compare ourselves with another Emerging Market
such as Brazil—a perfect candidate for comparison
given the fact that they are set to host the FIFA
World Cup next year.

Think back to the years prior to 2010. Remember all the
negative press we were getting—how South Africa wasn’t
going to be ready, how the construction of the stadiums
were over budget and behind schedule? Well guess
what—Brazil is experiencing the same thing, only worse.

Strikes over wages are the most common reason for the
severe delays in the construction of stadiums across the
12 host cities.The official word is that most stadiums
across Brazil are 80% complete as of this month. Let’s
hope that Brazil can pull it off as successfully as we did
in 2010.

Depicted here is the Arena Corinthians in Sao Paulo
taken this month (October 2013). (Photo credit: Copa2014)

As South Africans, we are quite sheltered from these
issues and tend to believe our problems are unique.
We wouldn’t necessarily hear of negative press about
other countries unless specifically tuning in for it. How
often, as a South African, does one hear the saying “only
in Africa?”

Gardiner’s message during his presentation was quite
blunt, but rightfully so. We must STOP comparing our-
selves to other countries and we must stop thinking that
South Africa is one of the worst places to live. It simply is
not true.

Although we certainly do have our problems, there is a
great deal of positive news on the home front.

The South African economic situation is generally quite
good, with our banking system being one of the best and

most stable in the world. Our equity market is in healthy
shape; the JSE is hailed as one of the best regulated
stock exchanges in the world.

In terms of how we have dealt with HIV/AIDS over the
last 20 years, we are now seen as a model country, a
positive example for other countries with similar HIV/Aids
infection problems, which is very much thanks to the Zu-
ma administration.

Thanks to ARV’s and basic education, the mother-to-child
HIV infection rate has been steadily declining over the
last 10 years and is currently around a low 2%.

We’re doing well in terms of our international rugby and
cricket, our swimmers are the best in the world.
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We can be thankful that a good quality cappuccino still this country is 80% driven by how foreigners view us.
costs us no more than R20 where the same thing would So there’s one less thing to worry about.

cost triple that in any other country.
Putting all these things into perspective, we quickly come
South Africa is considered a “healthy democracy”  to the realisation that South Africa really is not such a bad
and we no longer need to worry too much about the  place to call home and we could actually be quite grateful
likes of Julius Malema. Since Mr. Malema no longer for our problems if we were to start comparing ourselves
heads up the ANC Youth League, he’s no longer with other nations, developed or otherwise.
deemed important enough to make global press .
headlines. Good news considering that investment in ~ Catch Jeremy Gardiner at one of our Brenthurst
Wealth Seminars in November.
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