
Markets : CorreCtions, CraCks & 
Crashes

Another stock-picker woke up before 03:30 AM in a feverish 
cold sweat, realising that he only went to bed at around 
01:00 AM after studying both local and global market re-
ports by heart…not able to fall asleep again. Mind boggling 
questions circulating the ceiling, 
staring down at him as if he 
have missed a single review, ar-
ticle or even just one broadcast 
earlier today.
Fact of the matter is that our 
investors can experience ex-
actly the same, based on their 
own know-how and experience, 
and by being so informed in this 
informational world we live in. 
Caution though, investments 
and investing remains a specialised field and with such 
sentiment sensitivity doing the rounds in mostly all media 
at current, we’d say leave it to the experts.
We have reached out to Kobus Geldenhuys, Business De-
velopment Manager at N-e-FG Fund Management, as it is 
difficult not to state the obvious as well as not repeat vari-
ous articles already published; since he is of opinion that 
we need to reiterate some facts and again focus on detailed 
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analyses made to portray very important truths.
We’ve seen more than one record performance by the Jo-
hannesburg Stock Exchange this year, with a focus on the 
All Share Index but specifically the much deliberated Top 40 

Index. The JSE remains in a band of a 
Price/Earnings ratio between 17 and 
19, surely markets are under pres-
sure and we also pick up that the Top 
40 Index showed its largest decline 
since June last year; thus remaining 
on course for its steepest quarterly 
fall since the third quarter of 2011. We 
also hear from a survey performed by 
Reuters that we can expect nothing 
more than a 4% performance of this 
index, and by middle 2015 maybe a 

6% upswing.
We all read about the Rand being under pressure and touch-
ing an eight month low against the US Dollar always makes 
journalism easier in the financial columns. Along with that we 
experience manufacturing and mining to have their labour dif-
ficulties cut out for them, once again. Together with Lonmin, 
the world’s third largest platinum producer, we look forward 
to new heights as the world’s longest strike is finally put to 

bed. Just then we see commodity prices tumble and the same 
precious metal’s price aiming for a fifteen month low (below $ 
1’300 per ounce).
The gap on the South African current account jumps to mind, 
more difficulties and more sentiment added as we then let our-
selves in for another global comparison. China is still slowing 
down and the United States keep on fighting their unemploy-
ment numbers with one eye fixed on rising interest rates. Time 
does not allow for this to be discussed here and now; in short, 
SA is not looking all that bad and is surely not the culprit for a 
demise in equity prices.
These are called the markets. Nothing new. Nothing else. 
Never the same, within certain perimeters though.
“At the offices of N-e-FG Fund Management, numerous meet-
ings and in-depth discussions later, it might be of interest to 
realise we’re not the one’s waking up in a cold sweat”, says 
their Chief Investment Officer with a slight grin. We refer to 
our vigorous asset allocation process which include distinc-
tion between sectors as well. Erik du Preez, MD of the Fund 
Management department, mentions that they have also talked 
the markets down over the past 18 months, but note that it is 
based on fundamental and intrinsic valuations where a certain 
decoupling occurs between price and value. In other words 
talking the markets down can be merely pointing out certain 

corrections that is due, and these are undoubtedly asset 
class as well as industry / sector specific.
Many opportunities still remain on the JSE when one con-
sider the operational and strategic agility that our listed com-
panies so often portray. Not unique to SA, but we prove to 
develop these aspects slightly better. Consider the balance 
between agility and best absorption, where absorption is 
the strength to withstand punishment and weather sudden 
shifts. Tools include diversified cash flows, low fixed costs, 
cash on the balance sheet, tangible and intangible assets, 
and locked-in customers (Adrian Saville : Canon Asset Man-
agers).
Mr. Geldenhuys points out, “another fact to share is that we 
see above average trade volumes on a daily basis, of which 
just shy of sixty percent of the listed companies are advanc-
ing their positions still.”
To conclude, unlocking value and enhancing opportunities 
by trusting the experts in such a diversified and highly spe-
cialised field; can lead to a good night’s sleep or not listening 
to the negative radio broadcasts all that much, or both.

N-e-FG Fund Management is available to engage in more 
detailed discussions on why market corrections does not 
always equal cracks or crashes.


