APRIL 2022

INVESTMENT PLANNING • RETIREMENT PLANNING • OFFSHORE INVESTMENTS
TAX PLANNING • ESTATE PLANNING • LIFE INSURANCE

Month in Review | March 2021

The rand, typically a casualty in times of fragile sentiment, has performed well in the 1st quarter of the year,
its strongest start to the year against the US dollar since Bloomberg began tracking the performance of the
two currencies against one another in 1993. The local currency has proven resilient and was the second-best
performer against the dollar (its best quarter since the last three months of 2020), after the Brazilian real,
in the quarter. Commentators attribute the rand’s strength to the current commodities boom and SA’s
geographical location in relation to the war in Eastern Europe. The currency ended the month 6.7% firmer its best month since May 2021.
The JSE closed lower at the end of the month (-0.8% MoM) but thanks to the performances of diversified
miners and financial stocks it closed 2.4% higher for the first quarter of 2022. Thungela, financials and mining
stocks were the darlings of the JSE in March, while Prosus and Naspers were once again notable losers. The
Fini-15 rose 11.6% MoM and is up 19.5% for 1Q22/YTD, while the SA Listed Property Index, which lagged in
February, gained 4.3% MoM but is still down 2.0% for 1Q22/YTD. After soaring 14.3% MoM in February, the
Resi-10 lost 3.2% in March although it is still up 15.0% for 1Q22/YTD. Industrials disappointed, with the Indi-25
down for a third month running (-5.2% MoM) – the index is now also 14.3% lower for 1Q22/YTD.
Thungela Resources (+33.8% MoM) emerged as the best-performing share for a second month running. The
company delivered stellar maiden results with FY21 headline earnings per share coming in at R66.57 vs a loss
of R5.31 a year before. Investment holding firm, African Rainbow Capital (ARC) Investments was last month’s
second-best performing share with a MoM gain of 32.7% and Alexander Forbes came in the third spot, with a
MoM gain of 24.9%.
Impala Platinum (Implats) was March’s worst-performing share, declining 23.4% MoM and wiping out nearly
all its share price gains from February. Implats was followed by RCL Foods, which was down 17.5% MoM. Anglo
American Platinum (Amplats) was in the third spot and its share price lost 16.4% MoM, after recording a share
price gain of 30% in February.
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NEW RECORD HIGH UNEMPLOYMENT
The official unemployment rate increased by 0.4 of a percentage point to 35.3% in the fourth quarter of 2021 the highest since the start of the Quarterly Labour Force Survey (QLFS) in 2008. The number of employed
persons increased by 262 000 to 14.5 million, while the number of unemployed persons also increased by
278 000 to 7.9 million. Formal sector employment increased by 143 000 jobs, while the informal sector shed
48 000 jobs. Private households, trade as well as community and social services saw new job creation, while
manufacturing and construction shed jobs. Business Day reported that by the end of 2021, the number of people in employment was still almost half a million down on a year before, even though the economy posted
growth of almost 5% as it recovered from the worst of the lockdowns. “The shocking net result is that it’s still
the case that close to 2 million jobs have been lost since the start of the pandemic,” the newspaper noted
in an editorial.
February’s annual headline inflation, as measured by the consumer price index (CPI), came in at 5.7% YoY –
unchanged from January. Stats SA said the key drivers were once again food (+6.4% YoY) and transportation
(+14.3% YoY) costs. Retail sales data from Stats SA showed that January retail trade sales were 7.7% higher
YoY (to R76.9bn) compared to an upwardly revised 3.2% YoY gain for December 2021. This was also the fifth
consecutive month of retail activity increasing and the fastest pace since June 2021.
Activity in SA’s manufacturing sector accelerated in March for a third consecutive month, an indication that
the war in Ukraine has failed to derail a recovery from Covid-19 and July’s violent riots, an industry survey
showed. The seasonally adjusted Absa purchasing managers index (PMI) reached 60 points in March, up from
58.6 in February, the highest level since the series began in 1999, though the survey is an indicator of prevailing trends, not absolute levels of production.
At the SA Reserve Bank’s (SARB’s) meeting on 24 March, the Monetary Policy Committee (MPC) implemented
another rate hike, bringing the repo rate to 4.25%.

VEHICLE SALES EXCEED EXPECTATIONS
New-vehicle sales continued to exceed expectations in March, hitting the highest monthly level since October
2019. At 50 607 units, vehicle sales were 16.5% better than the 43 423 of March 2021. Figures published at
the end of the month show that for the first quarter of this year, aggregate sales of 136 065 cars and commercial vehicles were 17.9% more than the 115 431 at the same stage in 2021.
There was bad news for exporters, however. Shipments fell by 12.4% last month from a year earlier, from
39 146 to 34 285. For the first quarter of 2022, the deficit was 4.1%, down from 89 474 to 85 804. The industry body, the Automotive Business Council, commented that the Russia-Ukraine conflict was also hurting
motor industry supply chains and dampening consumer demand, particularly in Europe where most South
Africa vehicle exports go.
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March was a mixed bag for global markets (MSCI World +2.8% MoM but down 5.0% for 1Q22), with major
US indices recording good gains for the month, while European and Chinese equity markets struggled.
Although global equity markets had rallied in the last week of March, on signs of progress in peace talks
between Russia and Ukraine, the optimism quickly faded after Ukraine President Volodymyr Zelensky said
he did not expect a quick resolution to the conflict. The ongoing war in Ukraine, which has further impacted
global supply chains, record inflation and fears of a recession, rattled investors. For the quarter (1Q22),
major global indices recorded their worst performance in two years – when the COVID-19 pandemic sent
markets into a tailspin.
Despite the volatility, US markets posted positive MoM gains. The blue-chip S&P 500 gauge rose by 3.6% MoM
in March but, following seven straight quarters of gains, is down 4.9% for 1Q22/YTD. The Dow Jones closed
the month 2.3% higher (-4.6% 1Q22/YTD) and the tech-heavy Nasdaq advanced by 3.4% MoM (-9.1% 1Q22/
YTD).
The US Federal Reserve’s (Fed’s) Federal Open Market Committee (FOMC) concluded its two-day meeting on
16 March and announced that it would lift interest rates by 25 basis points. The FOMC also pencilled in a series of further increases aimed at stopping the US economy from overheating and reducing inflation which is
at its highest level in 40 years. On the US economic data front, February inflation continued to soar, coming in
at 7.9% YoY (vs 7.5% YoY in January) – its highest level since January 1982.
In Germany, Europe’s largest economy, the DAX closed last month 0.3% lower (-9.3% 1Q22/YTD), while the
eurozone’s second-biggest economy, France’s CAC Index ended March unchanged (-6.9% 1Q22/YTD). March
inflation data showed record-high increases across several of Europe’s biggest economies, with most of the
surge due to rocketing energy prices and, since both Russia and Ukraine are major grains producers, the
conflict is also pushing up the prices of some staple foods. France’s inflation rate (+4.5% YoY) was lower than
in neighbouring countries but was still that country’s highest level since the 1980s. Italy recorded 7.0%
YoY inflation in March, while Germany’s inflation rate rose to 7.3% (a 30-year high) and Spain posted a March
inflation gain of 9.8% YoY (a 37-year high).
The UK’s blue-chip FTSE-100 ended March 0.8% higher (+1.8% 1Q22/YTD), while in economic data, UK February inflation hit its highest level (of 6.2%) in three decades, fueled by rapidly rising gas and electricity costs as
well as petrol and diesel prices hitting record highs.

LOCKDOWNS DAMPEN MARKETS IN ASIA
In China, Shanghai, the country’s financial centre, grappled with staggered lockdowns to contain a local Covid19 surge, which saw strict preventative measures being implemented, while investors worried that the
prospect of China’s possible support for Russia’s invasion of Ukraine could lead to sanctions. Hong Kong’s
Hang Seng Index was down 3.2% MoM (-6.0% 1Q22/YTD), while the Shanghai Composite Index fell by 6.1%
MoM (-10.6% 1Q22/YTD). In economic data, China’s official manufacturing purchasing managers index (PMI)
disappointed, contracting to 49.5 in March (vs 50.2 in February). Japan’s Nikkei gained an impressive 4.9%,
although the index is still down 3.4% for 1Q22/YTD.
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Among commodities, oil prices continued to soar (+6.9% MoM in March), with Brent crude ending the quarter
38.7% higher at US$108 per barrel. Oil prices have rocketed to new highs after Russia (the second-largest crude
exporter) invaded Ukraine and strict sanctions were imposed on Moscow. However, with the US releasing
record emergency oil reserves, oil prices did drop by US$6 on 31 March. After jumping 6.2% MoM in February,
the gold price rose 1.5% in March (+5.9% YTD/1Q22) closing at US$1,937.44/oz. Platinum and palladium prices
fell by 5.8% and 9.0% MoM (up 1.8% and 19.1% YTD/1Q22), respectively. After declining by 10.4% in February,
the iron ore price rose 12% last month and is now 25% higher for 1Q22/YTD.

SMART TIP | NAVIGATING VOLATILITY
Advisor at Brenthurst Stellenbosch, Ruan Breed, notes that due to upward inflationary pressure it is crucial
that your money should work for you, especially in the next 12 – 18 months. Capital invested in the money
market/cash will simply diminish in value with inflation picking up, especially with global supply chains
remaining under pressure after Covid and the war in Ukraine, which has inflated oil prices drastically.
There are options available for investments returning CPI + 3% at about the exact same risk level as money
market investments. It is of utmost importance to consider these investments with cash investments, even if
it might be for the short to medium term.
Sources: Anchor Capital; Business Day; Fin24; Moneyweb
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