
 
 

 
 

 

 
 

 

 

 
 

 

Global - Slowing economic growth?
Global markets experienced less volatility during 
the month of April against the backdrop of a weaker 
U.S. Dollar, higher oil prices and a significant rally in 
commodity prices. The MSCI World Index outperformed 
emerging markets returning 1.38% in Dollar terms with 
the MSCI Emerging Markets Index returning 0.40%.

In the U.S. the S&P 500 advanced a disappointing 
0.4% following on strong gains earlier in the month 
which were eroded by a poor performance in the last 
week of April. This downturn was as a consequence of 
GDP figures for the first quarter of 2016 coming in at 
a paltry 0.5% which questioned the sustainability of 
U.S. economic growth, together with mixed corporate 
reports as the reporting season opened.

Banks led a sharp recovery in financials in spite of 
reporting a significant decline in income and revenues. 
The numbers were obviously better than market 
expectations. 

Resource counters performed well driven by an 
improvement in commodity prices coupled with the 
weaker Dollar.

On the technology front Apple shocked the investment 
community by posting its first quarterly decline in 
earnings in thirteen years as consumers shied away 
from its pricey iPhones in favour of cheaper imports. 
This resulted in poor performance for the technology 
sector which was further influenced by disappointing 
results from Alphabet, the owner of Google, and a 
decline in subscriber growth from Netflix.

March retail sales came in well below forecasts 
recording a worse than expected decline of 0.3% largely 
on the back of declining motor vehicle sales while 
consumer spending data was up a lukewarm 0.1%. The 
economic data to hand suggests that the timing by the 
Federal Reserve of any future interest rate hikes may be 
delayed and this accounted for some Dollar weakness.
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The Eurozone equity markets improved slightly with 
the MSCI EMU Index showing a return of 1.4%. Rising oil 
prices were the catalyst behind the energy sector being 
the best performer over the month. Telecoms’ was the 
worst performing sector following the break-down in 
merger talks between Orange and the Bouygues group. 
Financials were buoyant with Italian banks to the fore 
as they created a fund to act as a buyer of last resort  
should any of the smaller Italian banks find themselves 
in financial difficulty.

Economic data flow from the Eurozone continued 
to encourage with Q1 GDP surpassing expectations 
coming in at 0.6% quarter on quarter compared to the 
0.3% growth in Q4 2015. The flash composite PMI for 
April indicated ongoing expansion with a reading of 
53.0. The unemployment rate also improved declining 
to 10.2% in March from 10.4% in February.

As expected the European Central Bank kept monetary 
policy unchanged but provided additional details 
regarding its corporate bond repurchasing programme. 
The Bank is now permitted to buy corporate bonds in 
both the primary and secondary market with maturities 
ranging from 6 months to 30 years. Bonds issued by 
insurers are also eligible thus widening the potential 
scope of the repurchase programme significantly.

With commodity prices rising sharply  it is no surprise 
that the large-cap resource’s sector of the U.K.’s equity 
market was the best performing sector continuing to 
firm against a background of a weakening U.S. Dollar 
with improving economic data coming out of China. 
In spite of domestic concerns surrounding a possible 
“Brexit”, the FTSE All-Share managed to record a gain of 
1.1%.

U.K. mining stocks performed well in line with a rise in 
industrial metal prices based on renewed positive news 
from China while the increase in crude oil prices helped 
spur on both Royal Dutch Shell and BP with the latter 
reporting strong first quarter results.

Many domestically facing sectors performed poorly in 
particular mid-cap retailers, house-builders and travel 
and leisure companies. Internationally diversified banks 
performed well despite some mixed first-quarter results.

In Japan the decision by the Central Bank to withhold 
any additional stimulatory measures had a drastic 
effect on equity prices as the Yen appreciated sharply. 
The outlook for the Japanese economy going forward 
remains uncertain.
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Chinese equities closed marginally down for the 
month in spite of the economy having grown 6.7% y/y. 
Further cause for optimism was the export numbers 
for March which rose 11.5% y/y which was way ahead 
of expectations. However, investors remain cautious 
with the debate being around whether or not Chinese 
economic growth has bottomed out.

Domestic - Stay the course
Emerging markets generated positive returns in April 
against the global background of a weaker U.S. Dollar, 
a rally in commodity prices and a higher oil price. The 
turnaround in the JSE/ALSI was propelled largely by 
the stellar performance of the resources sector and 
returned 1.70%. Volatility eased over the month with 
the ALSI’s 30 day volatility indicator down to 13.07 from 
the previous 17.58. Not unexpectedly the RESI20 was 
the best performing Index returning 13.19%. The INDI25 
lost 1.32% while the FINI15 was down 1.26%.

The All Bond Index traded positively gaining 1.88%.
The long dated 12+ maturity sector gained 2.29% while 
the 7-12 year maturity sector returned 1.64%. Inflation 
linked bonds returned 3.29% with cash returning 0.57%.

The headline CPI annual inflation rate in March 2016 was 
6.3%. This rate was 0.7% higher than the corresponding 
annual rate of 7.0% in February 2016. On average prices 
increased by 0.8% between February 2016 and March 
2016. Food prices rose 10% y/y in March. Fruit and 
vegetable inflation came in at 18.7% for March.

Mining production decreased by 8.7% year-on-year in 
February 2016. The main negative contributors to the 
8.7% decrease were iron ore, PGMs and manganese ore. 
Gold was a significant positive contributor. Seasonally 
adjusted mining production increased by 1.3% in 
February 2016 compared with January 2016. This 
followed month-on-month changes of -5.1% in January 
2016 and -0.8% in December 2015.
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South African bond sales increased three-fold this year 
adding to signs that investors’ faith in its institutions 
has been somewhat restored following a court ruling 
against President Jacob Zuma and the appointment of 
Pravin Gordhan as finance minister. Securities exchange 
figures showed foreign investors bought a net R30 
billion worth of South African debt in 2016 compared 
with R10 billion in the same period last year. The 
Treasury is flush with cash after a $1.25 billion 10-year 
bond sale this month was two times oversubscribed and 
bond yields have recouped heavy losses experienced in 
December. Benchmark yields which spiked to a record 
10.38 percent after Zuma briefly replaced Nhlanhla 
Nene with David van Rooyen have since recouped 
nearly 140 basis points.

Business confidence continued its recovery in March 
after falling to its lowest in more than two decades 
in December, rising to 81.2 in March from 80.1 the 
previous month. 
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National Treasury was praised for managing to get 
global interest in its new $1.25bn 10-year bond 
international bond. South Africa issued its first 
international bond in two years to fund its budget 
deficit that has increased to about 4% of gross domestic 
product in the last four years.

The US Dollar denominated bond was priced at a 
coupon (interest rate) of 4.875% which represents 
a spread of 335 basis points above the 10-year US 
Treasury’s benchmark bond. That is down from about 
350 bps when it started marketing the deal. The global 
investor base was primarily located in Europe and the 
United States.

Whilst global economic growth continues to sputter 
along and the future outlook remains uncertain it is a 
tenet of investment management that one stays true 
to one’s chosen investment philosophy and does not 
deviate therefrom as a result of short- term noise in the 
market. This is certainly a key element in the investment 
decisions taken by the investment management team 
at GTC. By staying the course the returns will ultimately 
come through.
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GTC fund performances - April 2016

The GTC Market Plus Funds have benefited from 
their equity market exposure, both domestically as 
well as offshore. Within our manager blend, exposure 
to attractive and depressed materials exposure has 
detracted in the short term.

The GTC High Equity Funds (previously Aggressive) are 
lagging their inflation targets as short detraction from 
equity markets impacts performance. Our manager 
blend has a component of protection which we feel is 
prudent in the current environment.

  

     

    
     

   

   

   

   

   

     

   

 

   

  

   

  

   

 

          

       

        

        

                                     

          

          

Client Portfolios				    1Year	           *2Year	    *3Year           *4Year	      *5Year
	 %	 %	 %	 %	 %

GTC High Equity - Provident 		  1.74		 6.38	 10.51	 10.77		 10.13
GTC High Equity Inflation Target CPI+5%	 11.29	 10.16	 10.46	 10.57	 10.66
GTC High Equity - Pension 		  1.66		  6.43	 10.47	   	10.62	 9.97		
GTC High Equity Inflation Target CPI+5%	 11.29		 10.16	 10.46		  10.57	 10.66	
GTC Moderate - Provident		  1.71		  5.49	 8.99	 9.39		 8.82
GTC Moderate Inflation Target CPI+3%		  9.28		  8.16	 8.46	 8.57	 8.66
GTC Moderate - Pension 		  1.65		  5.48	 8.90		  9.36		  8.78
GTC Moderate Inflation Target CPI+3		  9.28		  8.16	 8.46		  8.57		  8.66
GTC Conservative - Provident 		  4.12		  5.82	 6.67		  7.31		  6.85
GTC Conservative Inflation Target CPI+1		  7.28		  6.16	 6.45		  6.56		  6.66
GTC Conservative - Pension		  4.21		  5.77	 6.91		  7.53		  7.25
GTC Conservative Inflation Target CPI+1		  7.28		  6.16	 8.45		  8.56		  8.66
GTC EB Market Plus - Pension		  2.25		  5.80	 12.05		 12.27		 11.13
GTC EB Market Plus - Benchmark		  2.75		  8.90	 12.52		 13.77		 12.72
GTC EB Market Plus - Provident		  0.33		  5.63	 11.93		 12.19		 11.06 
GTC EB Market Plus - Benchmark		  2.75		  8.90	 12.52		 13.77		 12.72

FTSE/JSE All Share Index (ALSI) ^		 -1.28		  5.66	 12.69		 13.12		 11.77
FSTE/JSE Shareholder Weighted Index (SWIX) ^		 -1.84		  8.16	 14.01	 14.27		 13.43
BEASA All Bond Index (ALBI) ^		  0.24		  4.95	 1.70		  4.92		  6.11
Cash (SteFi)^		  5.10		  4.85	 4.48		  4.31		  4.27
MSCI World Index (R)^		 11.10		 13.80	 19.38		 22.45		 18.99	
	
*Annualised	
GTC Performances are shown net of all fees			 
Benchmark returns include 1.5% fees
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The GTC Moderate Funds are performing in line 
with their inflation adjusted targets over longer term 
periods. Equity markets remain the key driver of 
performance.

The GTC Conservative Funds are lagging their 
inflation targets over the short term as detraction 
from equity markets impacts performance but are 
ahead of their inflation target over the longer term. 
Equity markets remain the key driver of performance.
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