
de�cits looking much healthier. Urgency around improving our infrastructure 
is gaining momentum with signi�cant operational improvement being 
reported by Transnet in recent months. While the global economic 
environment remains tough, many South African companies continue to 
show strength and have delivered robust earnings in recent weeks, as noted 
with Richemont above. The tough environment will allow for the higher quality 
companies, backed by agile management with sound business models, to 
become stronger and more successful as the weak fall by the way side. 

The South African property market has performed very well over the last ten 
years. Post-democracy, our property market was signi�cantly undervalued, 
providing attractive investment opportunities. A growing middle class and a 
rising economy, the demand for property did increase, resulting in a 
signi�cant re-alignment of property prices. Property remains an important 
asset class but must be held as part of a balanced portfolio of investments.

The “herd mentality” previously referred to earlier, appears to be prevalent in 
the South African property market where investors are looking for quick 
returns. This has resulted in investors succumbing to the lures of property 
consortiums where the risks of such investments are not always transparent. 
The risks from a lack of regulation, liquidity and transparency are often only 
realized after investors’ have committed large amounts of their savings. 
Aside from the obvious risks from economic factors, owning property does 
come with the additional cost of managing it e.g. tenant agreements, legal 
fees, maintenance costs, escalating utility costs and liquidity risk from 
having your cash tied up in the property until a suitable buyer comes along. 
While a property investment may appear to be offering an attractive yield at 
present, investors may not be aware of concentration risk of tenants or the 
lease expiry pro�le, which can have a signi�cant negative impact on future 
returns.
 
For investors looking for direct property exposure without the added risk of 
owning the property, investing in listed property companies or property unit 
trusts would be the most appropriate way to do so. As noted earlier, we 
believe that property should be part of well diversi�ed portfolio of assets. The 
Oasis balanced range of funds offer a diversi�ed portfolio with underlying 
assets being invested in a combination of equity, property and income 
instruments, and can be tailored to match your individual risk pro�le.

The month of May saw Oasis once again receiving global recognition for 
outstanding investment performance. The Oasis Crescent Equity Fund 
received the Failaka award for Best South African Equity Fund in the 10-year 
category ensuring it retains and extends its record for the greatest number of 
cumulative awards received by any Islamic Asset Manager in this category. 
The Oasis Crescent Equity Fund was launched to provide investors with 
well-managed exposure to high-quality, Shari’ah compliant equity securities 
that are listed on local and international exchanges. In addition, the Fund 
also provides international investors with exposure to South African equities, 
as Africa’s largest economy remains a key emerging market and a gateway 
to the rest of the continent.
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The Economy at a Glance

The last few weeks proved to be a challenge in trying to escape the media 
frenzy surrounding the largest internet company IPO in history, that of 
Facebook. Technology has certainly transformed our lives and has been a 
signi�cant contributor to the pace of globalization as it embedded itself into 
businesses and our homes. This world of “instant access” does, however, 
have its drawbacks – least of all in promoting a culture of “instant 
grati�cation” with mobile technology allowing the world to be at our �nger 
tips. With over 15% of the world’s population on Facebook, Mark 
Zuckerberg’s success in connecting the world is certainly laudable. Mark’s 
success story in becoming the world’s youngest billionaire is, however, 
symbolic of this growing culture of instant grati�cation, making the lure of 
instantaneous wealth extremely attractive especially amongst the current 
generation.

With Facebook’s market valuation around USD 100bn and limited earnings 
currently being generated, the euphoria around internet social media 
companies reminds me of the Dot.com bubble we experienced just over a 
decade ago. It appears that we have not learnt from the many recent lessons 
in history which includes the Japanese equity and property markets in the 
1980’s, which till today have not recovered to the levels seen during that 
period. These are all re�ections of the trappings of “herd mentality” in our 
quest for instantaneous wealth. This quest of following the herd for short 
term grati�cation, generally comes at a price of sacri�cing long term 
opportunities. Investors need to focus on fundamentals and take a long term 
view with a core focus on generating real wealth over the long term. We 
remain committed to researching and investing in high quality companies 
with market leadership positions, strong balance sheets and that generate 
robust cash�ows. By investing in these companies cheaply, we are laying the 
foundation for your long term wealth creation.

The global economy is anticipated to deliver positive growth of 3.3% in the 
year ahead despite the European �nancial crisis. The likelihood of Greece’s 
exit from the Euro continues to dominate news on the global economy. This 
combined with the change in government in France and weakness in Spain, 
are impacting global sentiment on the future of the Eurozone. While the likes 
of China and India are slowing in the short term, these countries and the 
other developing nations will continue to be the “engines of growth” for the 
global economy over the long term as the rising substantial middle class in 
these regions drive economic growth in the years to come.  A signi�cant 
bene�ciary of this long term secular trend is a South African company, 
Richemont. It is one of the world’s leading luxury goods companies with a 
reported 62% earnings growth per share during the past year. With 42% of its 
revenues currently being generated from the Asian region, relative to 19% in 
2001, Richemont has successfully demonstrated the re-alignment of its 
business strategy to meet the demands of the growing wealthy consumer 
base in high growth developing regions such as China, India and Africa. 

South Africa remains on track to deliver GDP growth of 2.7% this year despite 
the current challenges faced by our manufacturing and mining sectors due to 
the global economic slowdown. The recent weakness in our currency will 
however provide some support to earnings should it remain at the current 
levels. As a country, South Africa is in a stable �nancial position in relation 
to our developed economy peers with our government debt levels and budget 
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Annualised Returns (ZAR)                   1 year                     5 year   10 Year

South African listed property     12.0       7.3  21.9

CPI      5.7       6.7  5.9


