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Dear reader

Historically September has not been a good month for investors with it being the only
month in history where there have been more negative months than positive months.
However, September 2024 could not have been more different, and we are all smiling as
two massively positive events happened that both are in investors’ favour.

We finally saw the US Federal Reserve respond positively to falling inflation by taking the
opportunity to cut their benchmark interest rate. Our Reserve Bank were very quick (on
the very next day due to the scheduling of meetings) to follow suit and cut our own Repo
rate. But whereas the US Fed cut by 0.50% our Monetary Policy Committee were more
cautious and cut by a lesser 0.25%. This meant that the interest rate differential
between the two countries increased, a big benefit for the Rand. The smaller rate cut is
still beneficial for the embattled consumer as debt obligations on long term debt like
mortgage bonds and vehicle instalments come down.

The second massively positive event was the Chinese Central Committee surprising with
a series of economic stimulus that is designed to protect property prices and increase
consumer spend as they try to pick up inflation. They have long been concerned about
deflation as their economy has stuttered along since their “longer than others” lockdown
following the Covid pandemic. Generally, what is good for China is good for emerging
markets and the JSE followed the rest of the emerging markets higher. Chinese
manufacturing is also a big user of our commodities and greater demand for our
resources is also good for equities and a boost for our currency.
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So, two massive tailwinds and then we got the happiness boost of our rugby team
continuing their momentum and convincingly winning the Rugby Championship. A month
that at a national level was pleasing.

The negative though continues to be the absolute disfunction at a local government level
in many of our metros and our municipalities. Tension between political parties at this
local level may carry the risk of destabilising agreements that were forged at a national
level. Since the election we have mentioned that the GNU by its nature is always at risk
as the member political parties have conflicting ambitions and agendas. This appears to
be the case within the ANC where the ANC in Gauteng is the tail wagging the dog and
not complying with the national agenda.

The political parties should however realise that the pawns in their power games are us,
the citizens, and the very people that are voting to put them in power. The results of the
election probably demonstrated that we are now in a position where we hold our
politicians to a higher standard of behaviour and failure in service delivery will probably
be reflected in future elections. We believe the Action SA will be punished in the next
elections because of their about turn with regard to dealing with the ANC in an attempt
to punish the DA in Tshwane.
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THE POWER OF COMPOUNDING

Warren Buffett is often recognised as the world’s best investor. His net worth (despite
having given large parts of it away to charity) is estimated to be in excess of $140bn.
Yet more than 99% of his wealth was generated after the age of 50. Warren Buffett is
now 93 years old - the secret of his success is time. While he is undoubtedly a good
investor, however had he retired at the age of 65 nobody would have heard of him. In
this month’s Financial View we look at why time in the market is so critical.
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