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Dear reader

We had written last month that South Africa may have been at its lowest point following the recent
unrest. Had we known what the quarterly labour report was going to tell us we may have waited a
month before making that statement. Despite the rebound in the economy and growth in mining
following the Covid lockdowns, August 2021 is now the month where South Africa has reached a new
record level of unemployment. If we include those people that are not actively seeking work, then 44.4%
of South Africans are without a job — this is a number that is close to double the amount of people that
were unemployed during the Great Depression. Depressing, isn’t it?

The government has seldom applied any logic to dealing with the unemployment issue and for the most
part their sole response has been to hand our basic grants. This has provided people with at least the
necessary means to a basic subsistence butis a burden that is carried by a shrinking tax base. The only
solution is to create jobs, something the politicians are great at promoting and promising when it comes
to electioneering, but they have no track record of producing or implementing. It doesn’t take any
special qualification to know that the only way that jobs will be created is through new investment into
facilities and into infrastructure. The South African balance sheet carries a huge amount of debt so the
main source of capital necessary for this investment would have to come from offshore. Perhaps we
should be encouraging offshore investment through making SA a desirable, clean, safe, and law-
abiding destination and by the removal of economic policies that scare potential investors away. It
doesn’t take much to cut the grass, pick up the rubbish and fix the streetlights — showing someone is in
control.
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That all being written there are some rays of hope. During the month we saw the release of a green
paper that proposed a social security system whereby everyone would contribute to a national savings
plan. Plenty has been written about it so perhaps the last word is that this plan has already been
withdrawn due to the backlash. Although the idea in principle is good, South Africans do not trust the
government and do not want to give the government anymore of their hard-earned money. Daily
revelations around corruption at the Zondo Commission and the SIU indicates that funds are not looked
after and too much disappears and nobody is held accountable.

After such a long thesis on the woes and failings of our government it is probably best to put a strong
emphasis on the fact that, we are positive. A lot of what is happening (we hope) are the final thrashings
of the RET faction within the ruling party. Imagine the path we would have been on if the outcome of the
2017 Elective Conference of the ANC was different.

On the economic front we were reminded that very little of what we do in South Africa actually has a
bearing on our currency and our stock market. Events on the bigger global stage will have a bigger
impact, especially with us being thrown into an emerging market mix. Global investors have been fed on
a very rich diet of economic stimulus of low interest rates and bond repurchases by the central banks.
Money has been easy to come by and the stock market has been the ultimate recipient of most of the
funds with many stock markets around the world trading at record highs. During the month it became
apparent that the US Federal Reserve is finally starting to consider “turning off the taps”. Markets
panicked, stocks sold off and emerging market currencies were battered as investors moved to “risk off”
and fled to the perceived “safe” haven of US Dollar. As the panic subsided the markets returned to some
level of normality and we saw a return to levels where we had started the month, despite the volatility in
the middle of the month, even the rand rallied into month end. Decisions taken by the US Federal
Reserve and by the Chinese State Council will have a greater impact on our markets and currency as
we head into the last part of the year.
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CELEBRATING WOMEN’S MONTH AND THE WOMEN IN THE ETF UNIVERSE

One often hears that the investment industry is a man’s world, a perception possibly spurred on by the
prevalence of male CEOs and male portfolio managers amongst the world’s large investment banks.
However, in the rapidly expanding Exchange Trade Fund “ETF” industry nothing could be further from
the truth. In this month’s Financial View we look at ETFs and how when it comes to the ETF Industry, the

women are often the headliners.

Magwitch Securities is a Financial Services Broker offering the following products as a comprehensive
financial solution to both individuals and businesses:

Employee Benefits Retirement Planning Money Market

Medical Aid Investment Planning Investments

Risk Benefits Estate Planning Treasury Management
Short Term Insurance Foreign Exchange Trust Administration

t:011 453 3048 f:011 453 0715 www.magwitch.co.za

Magwitch Securities Proprietary Limited is an authorised financial services provider, registered with the
Financial Services Board - FSP number 26829
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