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“We [Goldman Sachs] participated in things that were clearly wrong and have reason to regret . . . We 
apologise.” 
Lloyd Blankfein, Goldman Sachs CEO in November 2009 at an event that honoured him as “CEO of the Year” 

  
ECONOMIC OUTLOOK  

While most regions in the world appear to be emerging 
successfully from the worst recession since the 1930s, 
a number of European countries are struggling to 
make headway in the wake of rising public debt levels. 
While most market commentators have focussed their 
attention on Greece, where a €110 billion bailout plan 
will hopefully stop the rot, a number of other 
countries, including Spain, Portugal and Ireland, 

appear to be in a similar predicament and may also 
require bailing out. The Greek bailout plan is 
contingent on the introduction of austerity measures to 
reduce the budget deficit to more manageable levels. 
These may prove difficult to introduce given the angry 
public response and protest action which have followed 
the initial announcements.     

The net result is that economic growth in Europe will 
lag the rest of the world as countries in the region 
reduce spending and increase taxes. This will continue 
to place pressure on the Euro (chart 1), which 
continued to lose ground against the other major 
countries and is now trading at $1.31/EUR, having 
traded above $1.50/EUR in December last year.    

 MARKET OUTLOOK 

 With the exception of the United States, global equity 
markets lost ground in April (chart 2), as concerns about a 
possible Greek default and the Securities Exchange 
Commissions‟ (SEC) claims that Goldman Sachs committed 
fraud outweighed news that the economic recovery 
appeared to be gaining traction in most regions. Not 
surprisingly, markets in Europe were the hardest hit, as 
Standard & Poor‟s downgraded Greek government bonds to 

junk status with a negative outlook. Spanish and Portuguese 
equity markets fell sharply on fears that Greece‟s problems 
could spread to other countries in the region. 

In the United States, positive earnings surprises which 
accompanied the first quarter earnings season helped push 
the major indices higher (chart 3). Share prices of financial 
services companies fell after the SEC alleged that Goldman 
Sachs had defrauded investors by misstating and omitting 
key facts about a financial product tied to subprime 
mortgages at the time that as the U.S. housing market was 
beginning to falter. The value of Goldman‟s stock has fallen 
20% (chart 4) since the allegations were made public by the 
SEC, despite vocal support for the firm from major investor 
and Berkshire Hathaway CEO, Warren Buffet.  

Index Apr% 12m% YTD %  Index Apr% 12m% YTD% 

Dow Jones 1.4 34.8 5.6  All Share -0.1 41.8 4.4 
S&P 500 1.5 36.0 6.4  Resources -1.6 38.0 0.4 
FTSE 100 -2.2 30.9 2.6  Financials 0.8 45.0 10.7 
EuroStoxx50 -3.9 18.6 -5.0  Industrials 1.2 44.2 5.7 
Nikkei 225 -0.3 25.3 4.8  Property 1.9 24.4 11.9 
Hang Seng -0.6 36.0 -3.6  Bond 1.3 9.3 5.8 
Australia -1.2 29.1 -1.0  Cash 0.6 7.9 2.4 
Source: I-Net Bridge 

Developing and emerging market economies that have 
returned to pre-crisis growth rates continue to remove 
monetary stimulus measures at a moderate pace. 
Australia raised their benchmark interest rate by 25 

basis points, while China raised the reserve 
requirement ratio by 0.5% amid signs of rising 
inflation. While concerns linger that house prices are 
rising too quickly in China and that another asset 
bubble may be forming, the Chinese authorities appear 
to be heeding investor criticism and are responding by 
restricting the access of Chinese households to credit. 

In May, attention will focus on the UK when voters go 
to the polls on the 6th. Current predictions suggest the 
Conservatives will win but not secure an outright 
majority.  A hung parliament is not ideal for the UK 
economy, where the recovery remains fragile and 
where a strong government is needed to ensure the 
necessary measures are taken to continue the stimulus 
efforts while at the same time reducing the budget 

deficit. 

 Source: I-Net Bridge 

In South Africa, the Resources sector once again 
underperformed the broader market (chart 5) after 
Australia introduced a 40% Resources Super Profit Tax. 
This will negatively impact the after-tax profits of South 

African listed resource companies with Australian mining 
operations. The level of underperformance would have 
been greater had the Rand not depreciated against the US 
dollar (chart 6) and precious metals prices not increased by 
around 5% during April.    

Bond yields continued to inch lower in April as consumer 
inflation reduced to 5.1% in March, significantly below 
analyst expectations and prompting speculation that the 
South African Reserve Bank might lower official interest 
rates again in May. Listed property was once again the top 
performing asset class in South Africa and year-to-date has 
returned almost 12%, compared to the equity market‟s 
4.4% return and 5.8% from the bond market. The average 
yield on SA listed property is 8.6%, in line with the yield on 
long-dated government bonds, but below the long-term 

historical average. 
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Chart 1 - US$/EURO EXCHANGE RATE 

 
Chart 2 - MORGAN STANLEY WORLD INDEX (US$) 

  
 
Chart 3 - S&P 500 INDEX 

 

 
Chart  4 - GOLDMAN SACHS SHARE PRICE (US$) 

 
 
Chart 5 - RESOURCES RELATIVE TO BROADER MARKET  

 
Chart 6 - RAND/US$ EXCHANGE RATE 

  
 
 
 

Disclaimer 
This presentation has been compiled by Grindrod Private Clients („GPC‟), a division of Grindrod Bank Limited („GPC‟), which is a wholly owned subsidiary of Grindrod Financial Holdings Limited.   It is confidential and 
presented as a general information service to the addressee only and therefore should not be considered to be investment advice.  Accordingly, it contains no recommendation (whether express or implied), 
guidance, or proposal that any particular security is appropriate to the investment objectives, financial situation or particular needs of the addressee. Conflicts of interest may exist with any one or more of the 
securities recommended in this presentation, which include situations where the author/s of the presentation or a member of his/her family owns a direct interest in securities issued by a company mentioned, an 
employee of GPC acts as a director of a company mentioned in the presentation, GPC owns securities in a company mentioned in the presentation, or GPC receives compensation for providing financial services to a 
company mentioned in the presentation.  This presentation shall not be reproduced in whole or in part, without GPC‟s permission. The information contained herein has been obtained from sources which, and 
persons whom, we believe to be reliable but is not guaranteed for accuracy, completeness or otherwise. Any opinions expressed are subject to change without notice.  While care has been taken in the preparation 
of the information contained in the presentation, GPC will not be liable for any loss or damage of any nature arising from this presentation, or incurred as a result of acting on the contents thereof.  
   
Grindrod Private Clients, a division of Grindrod Bank Limited is an Authorised Financial Services Provider (License 6317) and Credit Provider (NCRCP No.25).  
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