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WELCOME TO YOUR WEEKLY UPDATE!
This week, we look at the latest volatility in global markets and explain why you should not panic about it but 
rather use it as a buying opportunity.

ECONOMIC COMMENTARY - DR. FRANCOIS STOFBERG
Do not panic, buy the dip!

We ended April anticipating the announcement from the United States (US) Federal Reserve (Fed). Because of 
all of the uncertainty, the technology-heavy Nasdaq Composite contracted 13.3% in April, its worst monthly 
drop since the global financial crisis in 2008. Even the broader benchmark index, the S&P 500, had its worst 
month since the pandemic erupted in 2020. In general, global markets have been battered this year by a series 
of crises, including surging inflation, rising interest rates, the slowdown in China’s economy, and the war in 
Ukraine. Then, as we entered the month of May, the US Fed announced their decision to increase interest rates 
by 0.50%. Although this was the largest incremental increase since 2000, the markets got what they hoped 
for. Further good news was that the feared 0.75% increases seemed to be off the table. Consequently, the 
markets had a nice relief rally and all seemed well.

However, the very next day, US traders ran for the hills and triggered a global sell off in the face of global 
recession fears. It appears that investors finally woke up and realised that a period of fierce monetary 
tightening is at hand. Even in South Africa (SA), the Johannesburg Stock Exchange (JSE) was down 6% for the 
week and almost 10% since the start of April. The broader MSCI Emerging Market Index came down 4% for the 
week. As investors ran to safety, the US dollar continued its rally. Supported by the expectation that the Fed 
will tighten monetary policy faster than their peers, the US dollar reached a 20-year high compared to an index 
of its peers. As a good measure of all of the volatility in the market, the rand depreciated abruptly from around 
R15.50 to R16.15. And this brings us to the important bit.

At the end of 2021, we started to warn our clients that uncertainty would increase and that the result would 
be increased volatility. We also warned that the US dollar would, at first, appreciate, exactly because the US 
Fed would increase interest rates faster than their peers. We, however, noted that this would not be a long-
term shift in the trend, meaning that the US dollar will gradually depreciate. We have been spending a lot of 
time trying to help our clients to be more long-term minded so that they would be able to see through the 
current volatility and not get scared out of the markets. This is not the time to get out of the market, even 
if the volatility continues and even if we are heading towards a recession. Rather see market volatility and 
corrections as buying opportunities, similar to the advice that Warren Buffett gave: “Be greedy when others 
are fearful”. Baron Rothschild, an 18th-century British nobleman and a member of the Rothschild banking 
family, said that: “The time to buy is when there’s blood in the streets”. This is similar to the pain that we 
are starting to feel in the markets now. The Rothschild family made a fortune when they accumulated assets 
during the panic that followed the Battle of Waterloo against Napoleon.

So, if you are still saving towards a specific goal, like retirement, do not stop; rather continue to add to your 
investment. Maybe also consider increasing your allocation. What happens then is that you reduce your 
average entry price, which increases your long-term potential returns. If you are retired, ensure that you have 
managed your risk appropriately, that is, that you have enough income to get you through this short-term 
volatility so that you do not have to sell out of your equity positions. In the odd case that you are overexposed 
and have not been managing your risk appropriately, speak to your financial advisor. But most of all, do not 
panic!

IN CLOSING

Together with our asset management team 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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