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RISING INTEREST 
RATES GOOD FOR SOME,  
OFFSHORE REMAINS BEST OPTION
By Brian Butchart - CFP® - Managing Director of Brenthurst Wealth. 

From the first trading day of 2016, volatility and a fresh set of 
challenges complicated the decision making process for investors 
already in shock after a tumultuous 2015. 

Volatile Asian markets, lower commodity prices and an increasing interest 
cycle, locally and in the USA, are some of the factors fueling an uncertain 
environment. But rising interest rates can be good for some. 

Retired investors are especially hard hit when values on stock markets 
decline affecting investment capital and many find it difficult to cope with 
the market ups and downs. For a long period interest rates have been very 
low, which resulted in below inflation beating returns from interest bearing 
investments while far superior returns were achieved through investment 
in shares and funds like unit trusts or ETFs.

This has now started to change as interest rates are raised in an attempt, 
in the case of South Africa for instance, to curb inflation, attract investment 
and although denied by SARB to stabilize the currency. 
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On the 28th January 2016 interest rates were 
raised by 0.5% bringing the Repo rate to 6.75% 
as a result of a substantially weaker currency, 
which will filter into higher prices of goods 
increasing the inflation outlook to well over 
the 3% to 6% target band set by the Reserve 
Bank. 

Furthermore the recent drought has not been 
factored into current prices which had an 
impact on food production. In turn this means 
increased food imports at higher prices due to 
the weaker rand. So the higher 0.5% increase 
was widely expected albeit at a difficult time.

Taking the pain now will hopefully allow a lower, 
more gradual increase in rates during the 
remainder of the year as long as there are no 
unforeseen factors which could change this. 

As a result investing in money market or similar 
interest bearing investment options may deliver 
comfort to investors who have become very 
risk averse as markets become increasingly 
unpredictable. A guaranteed return for at least a 
portion of total funds invested could be a good 
diversification tactic going forward, which may 
not have been attractive for quite some time.

It is however important to point out that we are 
only at the beginning of an increasing interest 
cycle and therefore any exposure to interest 
bearing instruments should only form part of 
your 2016 strategy. 

In view of the rand’s sudden and dramatic 
decline seeking opportunities beyond the 
borders of South Africa has and still remains 
for the foreseeable future the most attractive 
solution for longer term returns.

Although global markets are not immune to 
market forces such as a slowdown in the Chinese 
economy, rising USA interest rates, falling 
commodity prices and political upheaval, few 
countries have as many challenges affecting 
share prices compared to what South Africa is 
currently facing. 

The fall-out on markets in the wake of President 
Zuma’s irrational firing of former Finance Minister 
Nhlanhla Nene replacing him with an unknown 
backbencher is certainly priced in to local 
markets. In two trading days post the removal 
of Nene the rand lost 10% of its value while 
the losses on the JSE was an estimated R180 
billion as foreign investors fled. Even after he 
went back on his decision and brought trusted  
Minister Pravin Gordhan back for that position the 
currency has not recovered to the levels it traded 
at pre-Nenegate. 

In addition to that blunder, the local market has 
been hit by crashing commodity prices, credit 
rating downgrades, the lowest business and 
consumer confidence in more than 15 years, 
rising unemployment, a severe drought, water 
and electricity shortages, higher number of 
protests regarding a range of issues such as 
student fees and lack of service delivery, and a 
lack of policy direction.

A widely expected further downgrade of the 
country to junk status will push the market further 
down and returns even from respected blue chip 
companies are likely to be muted.  As a result we 
are tempering expectations from the local market 
and lower, single digit returns are expected from 
the local bourse.

In fact for some time now, we have been 
warning of a these lower returns, especially 
when we look at the strong historic returns, 
the commodity bear market, political and other 
internal issues, the South African economy is 
not in good shape. 

From 2001 to 2014 the JSE ALSI with the 
exception of three years delivered strong 
double digit returns while in 2015, we saw a 
definitive change in this trend with the JSE 
producing a dismal 5.1% return for the year. 
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INDEX RETURNS IN ZAR 1 Year Returns - Investment Growth
Time Period: 1/1/2015 to 12/31/2015 | Currency: South African Rands

Source: Morningstar Direct
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Although international markets struggled in 2015 
in US Dollars, international markets were the 
clear winners in rand and Dollar terms as the 
local currency came under severe pressure. 
Most concerning is the JSE ALSI was down a 
massive -21.5% in US Dollars.

A similar trend emerges over 3 and 5 years 
where international markets have substantially 
outperformed the JSE ALSI in rand and US 
Dollars.
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Building some protection in a volatile and 
increasing interest rate environment, gaining 
accessibility to international markets and 
opportunities not available in South Africa and 
protecting your wealth from any further declines 
in the currency continues to be a strategic theme 
for Brenthurst Wealth.

Having a clearly defined strategy which includes 
diversification; offshore allocation; appropriate 
asset allocation for an investor’s particular 
objectives; and regularly reviewing your portfolio 
can still yield acceptable returns for 2016, albeit 
in a tougher environment.

With all of this in mind, navigating this landscape 
requires a careful approach, best attempted with 
the assistance of a qualified financial advisor. 

Please note that Brenthurst Wealth is able to 
review and take over the management of any 
existing investment portfolios at no initial cost 
to you. 

Should you require one of our highly skilled 
advisors to review your portfolio please 
contact anyone of our countrywide offices.

SO HOW DO YOU POSITION YOUR PORTFOLIO 
FOR THE YEAR AHEAD?

INVESTMENT SEMINARS, QUARTER 1, 2016
BRENTHURST SEMINARS IN CONJUNCTION WITH INVESTEC

THE 2016 INVESTMENT YEAR STARTED WITH MORE VOLATILITY. 
The US is slowing and China might not be growing. Commodities keep falling and the drought will see 
prices, inflation and interest rates rising, killing any growth we may have had. 

In a year where the silver lining seems completely obscured, join Jeremy Gardiner and Magnus Heystek 
as they provide some insight into what you can expect from 2016.
 
TOPIC: CREATING GLOBAL WEALTH – INVESTMENT OUTLOOK 2016
PRESENTERS:  JEREMY GARDINER, DIRECTOR, INVESTEC ASSET MANAGEMENT
 MAGNUS HEYSTEK, DIRECTOR & INVESTMENT STRATEGIST, BRENTHURST WEALTH

TIME: 16h00 - 17h45 
VENUE:	 Investec	Office,	36	Hans	Strijdom	Ave,	 
	 Foreshore,	CPT

RSVP:  +27 21 914 9646 
  		ronelle@brenthurstwealth.co.za

CAPE TOWN SEMINAR: 7 MARCH 2016

TIME: 16h00 - 17h45 
VENUE:	 Investec	Office,	100	Grayston	Drive,	 
	 Sandton,	JHB

RSVP:  +27 11 799 8100 
  	erna@brenthurstwealth.co.za

TIME: 16h00 - 17h45 
VENUE:	 Waterkloof	Golf	Club,	Johann	Rissik	Drive, 
	 Waterkloof,	PTA

RSVP: 	+27	12	347	8240 
  	natasha@brenthurstwealth.co.za

JOHANNESBURG SEMINAR:15 MARCH 2016

PRETORIA SEMINAR: 14 MARCH 2016
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BRENTHURST WEALTH 
CERTIFIED FINANCIAL PLANNERS: 
Brenthurst Wealth Management (PTY) Ltd is a registered financial services provider and is a fully-fledged financial 
and  investment services company with offices in Johannesburg, Pretoria and Cape Town.
All our Financial Planners are CFP® Professionals and members of the Financial Planning Institute of Southern Africa. 
They are highly qualified to give advice on all investment matters.

MAGNUS HEYSTEK  EMAIL: magnus@heystek.co.za TEL: +27	(0)83	692	8635
MAGNUS	is	a	director	of	Brenthurst	Wealth	and	is	in	charge	of	investment	strategies,	research	and	client	communication. 

BRIAN BUTCHART CFP®  EMAIL: brian@brenthurstwealth.co.za  TEL: +27	(0)82	335	5117
BRIAN	BUTCHART	is	managing	director	of	Brenthurst	Wealth	and	head	of	financial	planning	at	the	CAPE	TOWN	OFFICE.	 
Brian	is	also	responsible	for	compliance	and	operations	throughout	the	three	offices	in	JHB,	PTA	and	CPT.	

JOHAN BURGER CFP®  EMAIL:	johan@brenthurstwealth.co.za TEL: +27	(0)82	732	8655
JOHAN	BURGER	is	a	director	of	Brenthurst	Wealth	and	head	of	financial	planning	at	the	PRETORIA	OFFICE.	

RICHUS NEL CFP®  ACCA EMAIL: richus@brenthurstwealth.co.za TEL: +27	(0)78	260	4013
RICHUS	NEL	is	the	head	of	financial	planning	at	the	TYGERVALLEY	WATERFRONT	OFFICE	in	BELVILLE.	
Richus	is	a	fully	registered	member	of	ACCA	(Association	of	Chartered	Certified	Accountants).

RENEE EAGAR CFP® EMAIL: renee@brenthurstwealth.co.za TEL: +27	(0)83	233	9373

SONIA DU PLESSIS CFP® EMAIL: sonia@brenthurstwealth.co.za TEL:	+27	(0)83	260	4055

MAGNUS L HEYSTEK CFP® EMAIL: magnus1@brenthurstwealth.co.za TEL: +27 (0)72 071 5567

SUZEAN HAUMANN RFPTM EMAIL: suzean@brenthurstwealth.co.za TEL: +27 (0)21 914 9646

MARISE NEL BCOM	FIN	MAN,	RFPTM EMAIL: marise@brenthurstwealth.co.za	 TEL: +27	(0)12	347	8240

ESMERIE LOOTS BCOM	FIN	MAN, RFPTM EMAIL: esmerie@brenthurstwealth.co.za	 TEL:	+27	(0)12	347	8240

DIRECTOR & HEAD OF MARKETING: SUE HEYSTEK 
sue@brenthurstwealth.co.za

CLIENT COMMUNICATION: MICHELLE BURGER 
michelle@brenthurstwealth.co.za

MEDIA LIAISON EXECUTIVE: DALEEN VAN WYK
pr@brenthurstwealth.co.za

TAX & ACCOUNTS: GAVIN BUTCHART 
gavinb@brenthurstwealth.co.za

WILLS & ESTATES: ROZANNE HEYSTEK-POTGIETER 
rozanne@brenthurstwealth.co.za

LEGAL & COMPLIANCE: MALISSA ANTHONY
malissa@brenthurstwealth.co.za

CLIENT SERVICES & EXECUTIVE ASSISTANTS: 
JHB: +27 (0)11 799 8100

CHRISTOFF POTGIETER RFPTM

christoff@brenthurstwealth.co.za

CELESTE PHAKHATI
celeste@brenthurstwealth.co.za

ERNA MARÉ
erna@brenthurstwealth.co.za

DANINE VAN SCHALKWYK
danine@brenthurstwealth.co.za

NICCI VAN HEERDEN
nicci@brenthurstwealth.co.za	

PTA: +27 (0)12 347 8240
YOLANDI BURGER 

yolandi@brenthurstwealth.co.za

MAGDA KAMFER
magda@brenthurstwealth.co.za

NATAHSA WINKLER
natasha@brenthurstwealth.co.za

PHONET NCUBE
phonet@brenthurstwealth.co.za

CPT: DE WATERKANT
+27 (0)21 418 1236

BELLVILLE: TYGERVALLEY 
+27 (0)21 914 9646

RONELLE STIPP
ronelle@brenthurstwealth.co.za

JOHANNESBURG
(FOURWAYS)

Tel:		 +27	(0)11	799	8100
Fax:		 +27	(0)11	799	8101

Unit	2B,	Cedar	Office	Estate,	 
Cedar	Road,	Fourways,	SA

PO	Box	10150,	Fourways	East,	
2055,	Gauteng,	SA

PRETORIA

Tel:		 +27	(0)12	347	8240
Fax:		 +27	(0)12	347	0601

494A	Lois	Avenue,	Erasmuskloof	
X3,	Pretoria,	SA

PO	Box	32593,	Waverley,		
Pretoria,	0135,	SA

CAPE TOWN 
(DE	WATERKANT)

Tel:		 +27	(0)	21	418	1236
Fax:		 +27	(0)	21	418	1304	

29	Chiappini	Street,	De	Waterkant,	
Cape	Town,	8001,	SA

Postnet	Suite	275,	P/Bag		X22,	
Tygervalley,	7536,	Cape	Town,	SA

BELLVILLE
(TYGERVALLEY) 

Tel:  +27 (0)21 914 9646
Fax:		 +27	(0)21	914	6515	

Tyger	Waterfront	Terraces	Block	2,	Carl	
Cronje	Drive,	Tygervalley,	Bellville,	SA

Postnet	Suite	275,	P/Bag		X22,	
Tygervalley,	7536,	Cape	Town,	SA

JOHANNESBURG
(SANDTON)

Tel:		 +27	(0)10	035	1391
Fax:		 +27	(0)86	775	7089	

The	Business	Exchange,	Block	4,	150	
Rivonia	Road,	Sandton,	Gauteng,	SA

PO	Box	10150,	Fourways	East,	2055,	
Gauteng,	SA

DISCLAIMER:	Brenthurst	Wealth	Management	is	an	authorized	financial	services	provider	Reg	No	2004/012998/07	FSP	No.	7833.	
This	document	should	not	be	viewed	as	investment	advice	as each individual	investor	is	different	and	has	different	investment	needs.	Please	consult	any	one	of	
our	highly	qualified	investment	advisors	before	acting	on	the	advice	and	recommendations	contained	in	this	newsletter.	Kindly	contact	BWM	for	an	appointment.


