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GDP Contraction

The South African economy had its largest quarterly contraction in the first 

quarter 2009 since 1984. The bad news of the 6.4% quarterly annualised 

contraction contained some good news, as it showed that the inventory 

and export dependent sectors of manufacturing and mining took the 

brunt of the pain, with quarterly annualised contractions of 22.1% and 

32.8% respectively. The manufacturing and mining company managements 

that we talk to say that the worst is behind them and after a 

holiday-disrupted April, May was better with some re-stocking taking 

place after an unprecedented bout of de-stocking since September. This 

should result in a small rebound in the second quarter with a more 

broader-based recovery in the second half of the year.    

Safe haven

The rand took the brunt of the sell-off in emerging market currencies since 

September 2008, as the rand is amongst the most liquid of currencies with 

well-developed financial markets. Since the start of the year, the rand has 

been the best performing emerging market currency, as investors realize 

that a financial market Armageddon was averted. As markets have 

rebounded, so has the rand. This recovery has also been helped by the 

hosting of various events such as the Miss World pageant and the IPL 

cricket tournament that were shifted to the physical safe haven of South 

Africa from perceived trouble spots such as the Ukraine and the Indian 

sub-continent. The exposure to South Africa’s world class sporting and 

hosting venues, telecommunications, hospitality and transport infrastructure is 

probably one of the reasons why Indian businessmen are in merger talks 

with some South African companies like MTN. 

Mr. Adam Ebrahim is Chief Executive Officer of Oasis Group Holdings (Pty) Ltd  
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CEO Introduction 
Frank Tyger once said, “Wishes cost nothing unless you want them to 

come true." These words are even more relevant today as many people 

have unfilled wishes such as going on a pilgrimage, securing tertiary 

education, or watching Bafana Bafana beat the best in the world in the 

Confederations Cup, but it is the costs in making them come true that 

prevents them from carrying out their wishes. The cuts in the retail petrol 

price since August and the cuts in interest rates since December have 

improved household incomes, so there is more cash available to realize 

unfilled dreams. We at Oasis are committed to helping you reach that 

dream by providing superior returns at lower than market risk. We do this 

sustainably by rigorously researching each company we invest in. We do 

not restrict ourselves to what the company puts out on its website, but also 

look at its peers, the industry it operates in, what legislation, such as tax and 

pension obligations, may help or hinder it and what the global macro-

environment is. 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.

The Impact On Your Pocket

Although the retail petrol price will rise by 17 cents per litre on 3 June 2009, 

the year-on-year (y/y) change continues to show declines and this is what 

is relevant for the consumer inflation data, as the South African Reserve 

Bank (SARB) targets the y/y change in inflation. In June the y/y decline 

accelerated to 25.2% from 23.0% in May, 17.6% in April, 14.7% in March and 

13.8% in February. That is one of the reasons why the SARB will continue 

cutting interest rates after having cut interest rates by 4.5 percentage 

points in the past six months. These interest rates cuts have added some R1 

500 per month in disposable income to the household with a R600 000 

mortgage, while the household petrol savings are now some 25% 

compared with a year ago, bringing the fulfillment of dreams that 

much closer.       
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Real GDP Declines in Q1 2009 
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Rand vs Equity Indices 
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