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Walking the Talk

Commercial banks have said since August 2009 that they have eased 
lending standards as the economy recovered, but up until December 
2009 this was not reflected in the data, as there is an approval and credit 
verification process that has to be followed and takes some time. Now 
that we see can that banks are “walking the talk”, we expect a revival in 
credit-dependent consumption of consumer durables, which should 
improve the performance of retailers and manufacturers going forward. 
The key to this analysis is to look at the seasonally adjusted data, rather 
than the non-seasonally adjusted (nsa) data. The seasonally adjusted 
credit extension rose by R11.6bn m/m in December after a decline of 
R36.5bn in the prior three months.

      

      

2010 brings promise of stronger growth     

 The swings in currencies over the past few months has meant that 
people who only use the rand value may get a distorted view of 
how strong export growth is in South Africa, but if you look at volume 
growth, then bulk export tonnage shipped was up 5.3% for the year. 
In particular, bulk export volume rose by 19.4% y/y in October 2009 
to a record 11.74 million tons and was up 10% y/y in the fourth 
quarter 2009. This strong growth has continued into 2010 with a 29% 
y/y rise in bulk export volumes in January 2010. New vehicle sales in 
January 2010 showed the first y/y increase since March 2007, 
showing that the worst is now behind us and with the promise of 
more y/y increases to come. This is also reflected in the Purchasing 
Managers’ Survey of manufacturers when the January 2010 level 
returned to the highest level since April 2008. The increase in 
manufacturing, mining and transport will result in increased employment 
and more money coming into the economy, so that there will be 
greater income available to South Africans.                                       
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CEO Introduction 
“They don't understand why it seems like bad behavior on Wall Street is 

rewarded, but hard work on Main Street isn't”, So said President Barack 

Obama  in his State of the Union Address in January. These words capture 

the current popular backlash against the bonuses paid to bankers in the US. 

In South Africa there is also increased public anger against what are 

perceived to be high rewards for incompetence amongst management of 

some listed companies, public corporations and municipalities. This is seen in 

the service delivery protests, the many blogs and comments on social 

networks and recent hearings on the proposed electricity price hikes. At 

Oasis, we also have to exercise our minds when we vote on our clients’ 

behalf as to whether the non-executive directors representing shareholders’ 

interests have done their duty and should be rewarded for their diligence. 

Frequent management contact also allows us to assess whether those with 

executive responsibilities are doing the hard work and have a vision that will 

grow their companies without taking on too much risk. This newsletter shares 

some of our insights, so that you can make a better informed investment 

decision. Should you have any queries regarding your investment please 

contact our client services department at 0860 100 786. Please also contact 

them to top up your Retirement Annuity before the end of February .

The Impact On Your Pocket

Although the December 2009 consumer inflation rate of 6.3% y/y moved 

above the South African Reserve Bank’s upper target of 6% y/y, we believe 

this is only a temporary event due to base effects, as the sharp declines in 

the retail petrol price in the period December 2008 to February 2009 impact 

on the y/y changes. We expect consumer inflation to be back within the 

target band in March 2010, largely due to the lower food inflation, which in 

December 2009 was only 2.7% y/y at consumer level, while at producer level 

we already saw a 2.3% y/y decline in food prices. As there is a lag of around 

three months between price changes at producer level for processed foods 

and at retail level, we expect overall food prices to show y/y declines shortly. 
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