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THE MONTH IN FOCUS

We are already in the second month of 2022 and we wish to welcome you back to your monthly 
economic update! We look forward to another year of keeping you informed of local and global economic 
news and market developments.

This month, we look at business cycles, market corrections, and short-term volatility.

ECONOMIC COMMENTARY - DR. FRANCOIS STOFBERG

Don’t worry, be happy

January usually starts with a lot of ‘hopium’, that is, irrational optimism. Consumers come back from 
holiday, well rested and ready for the new year. A new year full of new opportunities: #newyearnewyou, 
#2022, and #thisismyyear fill reels on Twitter and Instagram. This usually only lasts for about a week 
or two, until the children who are still stuck at home before schools start, etch away at our patience, 
and until an inbox with hundreds of e-mails continues to grow. Or, in 2022, until global markets correct 
and cryptocurrencies plummet. The S&P 500 is down 10.4% from its record high on 3 January, while 
the tech-heavy Nasdaq had its worst start to a year since 1980. If that is not enough, the South African 
Reserve Bank (SARB) increased interest rates again, and South Africans are hearing rumours about 
electricity prices potentially increasing by more than 20%. These are only some of the highlights that 
consumers have been bombarded with in Janu-worry.

The reason for all this bad sentiment is because the world is at a crucial turning point. For more than a 
decade, mostly loose monetary policy extended the business cycles of rich countries well passed their 
due dates. In the past, business cycles ranged between five and seven years during which time capital 
was allocated in a flurry towards new growth opportunities. Strong growth in these areas inflated asset 
prices until the bubble eventually burst, which then allowed scarce capital to be allocated from less to 
more effective users. The technology bubble of the early 2000s and the global financial crises that 
occurred around 2008/2009 are the perfect examples of the end of such business cycles.

But after the global financial crises, loose monetary policy kept the cycle going and going and going. In 
fact, adjusting for the COVID-19 flash crash, which did not restart the business cycle and was, therefore, 
not the end of a cycle, the United States (US) is still in its longest expansionary cycle in history. For more 
than 12 years the US has been expanding, double the length of a normal business cycle. This is good 
news for Americans, who are now probably wealthier than they have ever been, but it is not good news 
for global markets who believe that a crash is needed to restart the process of creative destruction that 
will allow for a more efficient allocation of scarce resources.

But that is just it, a healthy economy is not one that crashes. Sure, debt is high, but inflation is paying off 
that debt and the US has only started to use fiscal policy to boost economic performance. Sure, interest 
rates will increase in the US, but I doubt that we will see more than a couple of increases over the next 
18 months, and the US consumer can easily get through that. After that, yields are back to levels around 
3% and the economy is growing at 2% in real terms, a real Goldilocks environment.

So, if a crash is due, I doubt it will originate in the US, or that it will occur in the next two years. On that 
point, considering that the US and its consumers are in a healthier position than those in the European 
Union (EU), or even the wealthier regions of Asia, why would capital move out of the US? This would 
probably help to explain why the dollar continues to strengthen. If this is the case, then maybe we are 
not heading towards an imminent crash, maybe markets will correct over a couple of years, or maybe we 
will enter a new era of steady-for-longer. Whatever is coming, it is less something to worry about, than it 
is something to plan for.

The kind of short-term volatility that we are currently in should never be concerning because context is 
crucial. To quote Warren Buffett: “The stock market is designed to transfer money from the active to the 
patient”. So, be patient, only change your long-term convictions if long-term trends have shifted; and we 
are not there yet. If you are unsure, speak to your independent financial advisor so that you can receive 
the best holistic financial advice and investment guidance to get you through the year to come.

IN CLOSING

Together with our asset management team at Efficient Private Clients, we will continue to track these 
macro-economic developments, always considering how this could affect your portfolio, and plan 
accordingly. Attached please find our weekly update on global indices, currencies and commodities as 
provided by Efficient Private Clients. 

Kind regards, 
Marius du Toit
Managing Director | B.Com; Post Graduate Diploma - Fin. Planning; CFP®
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Efficient Benefit Consulting (Pty) Ltd is an authorised financial services provider, FSP 48026.
Disclaimer: This material is not suitable for retail clients. It is for professional investors and advisors only. Efficient Benefit Consulting (Pty) Ltd defines ‘professional investors’ as those (e.g. investment managers, distributors, trustees and financial intermediaries) who have the appropriate expertise 
and knowledge with regards to investment markets and current strategies. Although every effort has been made to ensure the accuracy of the content of this report, Efficient Benefit Consulting (Pty) Ltd accepts no liability in respect of any errors or omissions contained herein. The forecasts stated 
in this report are the result of statistical modelling, based on a number of assumptions. Forecasts are subject to a high level of uncertainty regarding future economic and market factors that may affect actual future performance. The forecasts are provided for information purposes as at today’s date. 
Efficient Benefit Consulting (Pty) Ltd assumes no obligation to provide updates or changes to this data as assumptions, economic and market conditions, models or other matters change. The data contained in this report has been sourced by several investment managers and research professionals 
trusted by Efficient Benefit Consulting (Pty) Ltd, and should be independently verified before further publication or use. The contents of this report cannot be construed as financial advice and does not confer any rights whatsoever, enforceable against any party and does not replace any legal 
contract or policy which may be subject to terms and conditions. Past performance is no guarantee of future performance. Efficient Benefit Consulting (Pty) Ltd retains the right to amend any information contained in this report at any time and without prior notice. Efficient Benefit Consulting (Pty) 
Ltd, its affiliates and individuals associated with it may (in various capacities) have positions or deal in securities (or related derivative securities), financial products or investments, identical or similar to the products and securities stated, but do not hold material positions, nor seek to profit from 
the report. Should a conflict of interest between your interests and those of Efficient Benefit Consulting (Pty) Ltd be identified, Efficient Benefit Consulting (Pty) Ltd will use reasonable endeavours to disclose such conflict, together with details of any measures taken to avoid or mitigate the conflict 
situation. Such disclosure will include, but not be limited to, details of any ownership or financial interest (apart from those considered immaterial) that Efficient Benefit Consulting (Pty) Ltd may be or become eligible for. Such disclosure will be made in sufficient detail for there to be a reasonable 

understanding of the nature of the relationship or interest and the resulting conflict of interest. 
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