
For example, the consumer inflation figures compiled by 
Statistics South Africa assign a 3% basket weight to 
education expenses, derived from surveys which aim to 
capture an expenditure basket that is representative of the 
‘average’ South African. As many of South Africa’s urban 
middle class will argue however, educating one’s children 
can account for a significantly larger share of income than 
3%. Similarly, official expenditure weights for items like 
housing and utilities (25%), petrol (6%), and financial 
services (1%), while overstated for a large number of South 
Africans, are clearly below what many middle to upper 
income urban consumers will typically spend on these 
items. 
 
To illustrate the point, we consider an individual who spends 
more of their income on education, housing, insurance, 
medical aid, petrol, and food than what the official CPI 
figures suggest. Using these adjusted weights, one can see 
a marked difference between official and effective inflation 
rates. In fact, since January 2009 the inflation rate faced by 
our hypothetical consumer has outpaced official CPI 
inflation by almost 2% per year, a very meaningful difference 
when compounded over several periods. 

The systematic deviation of experienced inflation from 
official figures has important implications for the 
management of South Africa’s savings. Domestic deposit 
rates, which fluctuate with monetary policy, can appear 
sufficient for real wealth creation when benchmarked 
against official inflation, but have fallen significantly short of 
the experienced inflation as constructed in this example. A 

middle to upper income urban consumer exhibiting similar 
expenditure patterns will thus over the medium term need to 
be more active in managing their accumulated wealth, 
which over extended periods may actually be declining in 
real terms if left idle in a savings deposit. 

The need to protect one’s nominal wealth from experienced 
inflationary pressures raises the importance of investing 
accumulated savings in products which offer the potential 
for meaningful growth. In our view, a balanced portfolio 
comprising equities, property, income and cash investments 
serves as the optimal way to do so. While individual 
investments may fluctuate, a healthy mix of asset classes, 
sectors, geographies, currencies, and instruments in one’s 
balanced portfolio can provide comprehensive protection 
from excessive swings in market value. 

In the context of increasing inflationary pressures over the 
short term, the National Treasury’s bid to improve the 
penetration of formal retirement savings schemes and 
introduce tax incentivised savings accounts should be 
welcomed. Fostering a culture of wealth creation through 
savings and investment should indeed be high on 
government’s priority list. Improving the country’s aggregate 
savings rate will not only allow for meaningful real wealth 
creation through the financial markets, but could go a long 
way in financing our many public investment projects 
domestically, eliminating the need to attract foreign capital 
and closing the current account deficit. 
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Official inflation figures are often questioned by those who experience from day to day what seems 
like an ever increasing real cost of living. Countries with high levels of inequality such as that 
experienced in South Africa will typically exhibit a greater degree of variability in the inflation rate 
experienced by specific individuals. In this context, official inflation statistics are perhaps less useful 
when assessing personal financial plans. 
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Andrew Morgan, Managing Director of REDmoney Group congratulates 
Adam Ebrahim, Oasis CEO on achieving the 

award for Best Islamic Asset Management company in Africa.

*Basket weights used in this example are: Education (35%), Housing (25%), Financial and risk services (19%), Food (17%), Petrol (4%).

BEST ISLAMIC ASSET MANAGEMENT COMPANY IN AFRICA

Oasis Awarded For
Investment Excellence

At the recent Islamic Finance News 
(IFN) awards held in Dubai on 24  
February 2014, Oasis once again 
received acknowledgement for its 
unwavering commitment to delivering 
excellence to its clients. Oasis CEO, 
Mr Adam Ebrahim accepted the award 
for the Best Islamic Asset 
Management Company in Africa. In 
light of the growing number of Islamic 
funds in the global asset management 
space, the IFN awards seek to 
recognise the industry’s best. 


