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SA 2010 growth forecasts continue to rise 

The IMF also raised its 2010 GDP forecast for South Africa from 1.7% to 2.6%, 
while the South African Reserve Bank has increased its projection from 2.0% 
to 2.6%. The IMF cautioned that whilst the rebound in global activity is the 
main factor supporting South Africa’s recovery, the growth rate will be 
tempered by high unemployment, tight credit conditions, and the recent 
strength of the rand. Incidentally the Rand showed the largest gain in the 
real exchange rate of all countries covered in the period March 2009 to 
March 2010. Government related infrastructure expenditure and 
consumption such as on roads and the Expanded Public Works 
Programme will remain strong and provide support to economic growth 
over the short to medium term. Inventory restocking by companies from 
current record low levels will provide an additional boost that could raise 
2010 economic growth above 3%. Our portfolios are well positioned for a 
recovery in the domestic economy and any depreciation in the currency 
over the medium term.

      

 

      

Government revenue returns to y/y increases    

A key consequence of the recovery in economic activity in South 
Africa is an improvement in government revenue from tax collection. 
We started to see this trend in January 2010 and watched it continue 
with the result that the South African Revenue Service collected R8.1bn 
more by the end of the fiscal year in March 2010 than it had initially 
estimated in the February 2010 Budget. The result was that revenue only 
declined by 4.3% in fiscal 2009/10 instead of the 4.7% drop expected in 
February 2010. For the calendar year of 2009, revenue fell by a 
cash-adjusted 3.8% after a 12.2% increase in 2008. In the 2010/2011 
year, revenue is projected to grow by 12.6%, but this estimate is based 
on a real economic growth forecast of 2.9%. If growth is higher, revenue 
from tax collections will increase, reducing the need to raise taxes. This 
will help bring the fiscal deficit back to a sustainable level of around 3% 
of the country’s GDP rather than the 6.8% result of 2009/10 year. 
Reducing the fiscal deficit will reduce the risk as well that interest rates 
need to rise to cover government’s borrowing.     

Mr. Adam Ebrahim is Chief Executive Officer of Oasis Group Holdings (Pty) Ltd  

CEO Introduction 
These wise words "Our objective in this respect will always be to minimise the 
shocks to the system, and to avoid unnecessary volatility in output and 
interest rates.” These words of Gill Marcus, the governor of the South African 
Reserve Bank, which outline the Reserve Bank’s main objective is not too 
dissimilar from the Oasis objective of providing our clients 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 finally the global macro-environment impacting on it. As result of our 
hard work Oasis was recently honoured at the international Failaka Awards 
where Oasis collected no fewer than 5 accolades for the Oasis Crescent 
Equity and the Oasis Crescent Global Equity funds.  This newsletter shares 
some of our insights, to help you make a better informed investment 
decision. Should you have any queries regarding your investment please 
contact our client services department at 0860 100 786.

2010 global growth forecasts revised higher

The International Monetary Fund (IMF) has increased its 2010 
global growth forecast to 4.2% from the 3.9% it issued in January 2010 
and 1.9% forecast made in April 2009. The upgrades are due to a 
combination of increases economic activity in both developed and 
emerging economies. The recent Iceland volcanic ash episode 
showed how interconnected the global economy is as Japanese car 
producers had to stop production lines because they no longer had 
“just-in-time” parts imported from Europe. The 2010 economic growth 
forecast for developed countries has been raised from no growth in 
April 2009 to 2.1% in January 2010 and now sits at 2.3%. Over the same 
period the 2010 growth forecast for emerging market economies 
climbed from 4.0% to 6.0% and now to 6.3%. Although the IMF says the 
recovery has been better than expected, it highlighted the risks and 
threats to the current recovery: it noted the burden of high government 
debt in the developed countries, whilst in the emerging countries it 
pointed to rising inflation and asset bubbles as obvious threats to the 
recovery. Our portfolios at Oasis are appropriately positioned for an 
economic recovery, while providing adequate downside support 
should the risks highlighted by the IMF take place.             
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