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Global Economic Stories

Infl ation expectations in the European Union continue to press upwards, and unemployment ever lower — currently at a 10-year low. 

Many analysts believe that the continuous improvement will enable the European Central Bank (ECB) to stop its accommodative 

monetary policy by the end of 2018. That might even lead to increased interest rates in early 2019. Having lagged the United States 

(US) economy for the past three years, this places European markets in a good position to enjoy strong growth and capital fl ows to 

support that growth. Whereas the US economy and its markets continue to heat up, the Europeans are only getting started.

Trump is readying himself, and the American economy, for the second round of tariff wars against the Chinese. These tariffs are 

specifi cally aimed against the 2025 plan of the Chinese (and has our support). This new growth plan targets key technological 

advancements and competencies (a fi eld the Americans have been leading for most of the 20th century). As with its previous growth 

plan, there will be a huge state drive to support fi rms, to fuel the “Silicon Dragon” and undercut global prices through oversupply. 

Except for using costly mergers to obtain intellectual property, Chinese fi rms will no doubt continue to use their size and scale to 

bully their global partners into “forced technological transfers” (a favourite catchphrase of the Trump administration).

It seems Kenya is set to follow the same fi scal follies that South Africa has followed over the past couple of decades. That is, to 

rather cut the spending on development projects (e.g. investing in infrastructure) than to reduce the fat of civil servants. Smart as it 

is to reduce a budget defi cit, to ultimately reduce the indebtedness of government, it is not very wise to reduce spending on those 

items that do the most to grow an economy over the long term. They too will fi nd out that the business plan that attempts to grow 

an economy sustainably by increasing the number of civil servants and then paying them large salaries, is not suffi cient. The plan 

does nothing to create wealth, which is needed to fund future projects that grow the economy. It simply redistributes wealth that 

was created in the past.

Steinhoff’s share price continued to plummet. In the latest bit of damning news, it was said that the €325 million that Christo Wiese 

received in 2017 for the planned merger of Steinhoff’s retail African operation with Shoprite, did not follow the correct compliance 

and corporate governance procedures.

In more local news, the cement producer, PPC, has explained that the demand for cement has been increasing since sentiment 

improved (after Cyril Ramaphosa’s appointment as the new head of the ANC in December 2017). In their opinion, consumers are 

once again willing to build homes and investors are willing to start large projects. They are also optimistic about the renewable 

energy deal that was fi nally signed into effect by President Ramaphosa, after it was left to gather dust on Jacob Zuma’s table for 

the past two years. Projects to the value of R56 billion will be rolled out over the next 2–3 years.
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