
when investing your money, balancing the risks  
and rewards is tricky. this is the year to either sit  
on your hands or stock up on steady shares that  

have been unfairly hammered
Words Jackie cameron

buying into
2012
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eel like cashing in  

all your investments 

and hiding wads of 

hard-earned money 

in your sock drawer? You’re not alone.

General consensus among investment 

professionals is that 2012 will be another 

rocky year. Share prices are going to be 

highly volatile and not even cash in the 

bank will look as secure as it once did, as 

the debt woes of the developed world 

continue to bedevil countries everywhere. 

But the bad news for investors around 

the world is great news for South africans 

with the foresight to go bargain hunting. 

as the international economic storm 

continues to send ripples to our shores, 

there will be opportunities for astute 

investors, particularly on the stock market. 

it’s at times like these, when the invest-

ment herd is on the run away from assets, 

that bargains abound. For long-term 

investors, equities are looking attractive 

and they produce inflation-beating returns.

as Shawn Stockigt, who manages 

value equities and sharia investments  

for Stanlib, points out: ‘This turmoil is 

creating some wonderful opportunities 

to buy companies at relatively cheap 

levels. Valuations, which may have been 

stretched over the past two years, have 

started to unwind.’

Capitalising on bad news
Stockigt says it is always difficult to  

tune out all the negative noise. However, 

markets are notorious for overpricing or 

underpricing assets and it is in periods 

such as this, when bad news about eco- 

nomies keeps hitting the headlines, that 

underpricing is most likely.

of course, some companies’ shares are 

cheap with good reason: they’re real duds 

that will probably lose money, maybe 

even all your money. So, if you are among 

the few who are hunting for shares that 

will bounce up to fresh highs when the 

economic storm passes, choose with care. 

Look for JSe-listed companies trading 

at discounts to their long-term valuations 

and run by managers who can unlock the 

value, Stockigt suggests. Focus on well- 

run businesses with a history of adding 

to shareholders’ wealth. 

But, Stockigt cautions investors, ‘make 

sure you have patience and the stomach  

for volatility to see the value unlocked.  

in the current environment, this may take 

longer than expected.’

adrian Saville, chief investment officer 

at Johannesburg-based cannon asset 

managers, is another professional who 

plans to take advantage of the world’s 

financial woes. He is fairly cheerful about 

South african assets – again, provided 

they are carefully selected.

‘it is likely to be a mixed year. There  

are reasons for well-founded optimism 

and reasons for caution and concern 

– 2012 is going to be a year of ongoing 

challenges, but new opportunities too,’ 

he says.

South africa, because its major trading 

and investment partners are in the West, 

is highly vulnerable to the problems in 

the developed world. But, according to 

Saville, there are signs indicating we may 

be better off than most. in particular, he 

points to the recent progress in trade talks 

with Turkey, a country that is in fairly good 

shape at the moment. Turkey’s gross 

domestic product growth has outpaced 

expectations, at just under nine percent 

for the first quarter of 2011.

more exciting for Saville are the indic- 

ators about South africa’s economy that 

are hidden in vehicle sales statistics. He 

points to ‘beautiful nuggets’ of information 

contained in the 18% increase in sales of 

F

heavy commercial vehicles for the first 

nine months of 2011 – nuggets that give 

him reason for optimism.

‘Heavy vehicle sales are an excellent 

proxy for what is happening in the eco- 

nomy. People don’t buy heavy vehicles for 

fun – a person would buy one because 

their business requires this category of 

vehicle,’ says Saville.

South africa’s heavy vehicle exports 

have also doubled year on year. and that 

means there is other business going on 

that could stimulate domestic demand.

Saville says the best time to buy in the 

equity markets is during a recession. ‘This 

is when investors are pessimistic, so they 

push prices down.’ 

His investment team considers South 

africa’s major commodities producers  

to be ‘particularly well priced’. Big com- 

panies such as anglo american and 

Gold still 
Glitters

Gold is regarded as a safe haven  
by many investors and, in these 
uncertain times, it is expected to 
remain an investment favourite. 

However, it is probably too late to 
buy to make a bumper return. 
London-based analysts at UBS 

expect gold to average more than 
$2 000 in 2012 and to average 
around $1 725 in 2013. These 

forecasts are much higher than 
UBS’s previous ones, which proves 
that forecasting the gold price is a 
difficult job – even for the experts.
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Sasol have been on Saville’s radar, as 

has construction company Aveng and 

Metair, which supplies equipment to 

the vehicle industry. 

Some market watchers have been 

punting South Africa’s big banks, which 

have taken a – perhaps unfair – beating 

thanks to general concerns swirling 

around the world’s big banks. Saville 

says it is not a bad idea to add some 

banking shares to a portfolio, but he’d 

go for an ugly duckling where there 

is the possibility of corporate action.

As for the other asset classes, Saville 

expects listed property to perform better 

than cash, which is likely to be a better 

bet than government bonds. Currency 

and gold price forecasting are ‘perma-

nently dangerous’ exercises, he adds.

Resisting rash decisions
If surveying your portfolio makes you 

feel gloomy, resist the temptation to 

cash out. As Jeremy Gardiner, director 

of Investec Asset Management, points 

out, it isn’t a good idea to change sails 

during a hurricane.

‘The time to adjust your portfolio is 

when markets are calm in anticipation 

of weather coming ahead, and not when 

you are in the eye of the storm. If you 

wanted to lighten your equity holdings 

or switch out of the rand, you should 

have done that a while ago. Not now, 

after the rand has weakened,’ says a 

Cape Town-based market watcher.

Tinkering with your portfolio at this 

time will most likely see you making 

emotional decisions – and that could 

prove costly. ‘Yes, the rand has taken a 

smack, as have markets, and yes, they 

may still both weaken further. But, given 

this weakness is in reaction to global 

events and emerging markets such as 

Brazil and India are being punished just 

as severely, our currency and market 

should retrace some of the losses.’

In a nutshell: you run the risk of being 

caught on the wrong side if you start 

exiting your investments now. The over-

riding advice from investment experts 

is two-fold: do nothing and wait for the 

investment wheel to turn. Or, if you have 

some spare cash available for investing, 

opt for shares that have been given, 

albeit unfairly, a bad name. 

INVESTING 
IN LUXURY 

PROPERTY?
If you own property, expect to feel 
a little poorer in 2012. Predictions 

are that house prices will fall in real 
terms (they will increase in price 

by about four percent; not enough 
to make up for the expected six 

percent inflation), which will erode 
the value of your assets. Jacques du 
Toit, senior property analyst at Absa 
Home Loans, says buyers of luxury 
homes will be in a good position to 
negotiate in 2012. ‘Property price 

growth has been low for some time, 
while supply is still strong in relation 

to demand. As a result, it is not 
a bad time to buy,’ he says.

SAVE THE SMART WAY WITH RSA RETAIL SAVINGS BONDS 
Products on offer
Fixed-rate retail savings bonds

* Rolling maturities of two years (7.25%), three years (7.5%) and five years (8.00%)

* Fixed rate until maturity

* Investment amount: R1 000 to R5 million

*  Interest payment options: payments received semi-annually or monthly 

(monthly repayments for over-60s only)

*  Option of reinvesting interest (receive compounded interest at maturity) 

Inflation-linked retail savings bonds (introduced in 2007)

* Three-year, five-year and 10-year maturities

* Inflation protection for investors

* Biannual interest payment (May and November)

* Investment amount: R1 000 to R5 million

* Capital adjusted biannually (May and November)

Where to 
invest:

• SA Post Office
• Pick n Pay: First register on the 

National Treasury helpline or 
website. There is no application 
form required for this option. 
For more information, visit 

www.retailsavingsbonds.gov.za 
or call the helpline on 

012 315 5888.


