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OMIGSA Comment — Warren Jervis, Sector Head: Small Caps

Small Caps — next year’s numbers looking too bullish
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fund managers to take a more risk-averse stance in May. The strength and sustainability of the
economic recovery, given a slowing China and a highly indebted Europe, is a major issue.

Earnings growth will still recover this year, but next year’'s numbers are looking too bullish. Companies
still report unclear and cautious prospects statements. Some of the smaller companies continue to
report very poor operating profit numbers and in many cases bottom-line losses. Markets will look
further ahead, but they are still fairly nervous given the concerns over the economic recovery.

Global: Most global stock markets were a mixed bag this week, on lacklustre macro-economic data
from the US which left investors looking for direction. The S&P 500 in the US was flat at 0.00%, while
the European market stocks were 0.57% higher and emerging market shares rose 2.32%.

South Africa: The local market moved lower this week, with the FTSE/JSE All Share sliding 1.14%
despite gains in emerging markets. The winner was Listed Property, marginally climbing 0.29%.

Global

o Strong US manufacturing data provided further evidence that a domestic recovery remains
relatively unaffected by problems in the Euro-zone. The Institute for Supply Management’s
manufacturing survey index fell less than expected by economists, to 59.7 points in May, just
off the six-year-high mark reached in April.

o Annual consumer inflation rose to 1.6% last month across the 16 countries that share the euro
currency, up from 1.5% in April. The figures produced by the EU’s Eurostat data agency show
that inflation in the common currency area is at its highest since December 2008.

o India’s quarterly economic growth (GDP rose 8.6% in the first quarter from a year earlier)
accelerated to its fastest rate in six months, adding pressure on the central bank to raise
interest rates even as Europe’s sovereign-debt crunch threatens the global recovery.
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o South Africa’s purchasing managers’ index (PMI) fell for the third consecutive month in May,
suggesting the pace of recovery is losing some steam. The PMI was down 5.1 points last
month, on a seasonally adjusted basis, from 51.1 points last month, a survey by the Bureau for
Economic Research said.

o South Africa’s trade account swung back into deficit in April, recording a shortfall of R1.9 billion
compared with a R460 million surplus in March, the SA Revenue Services (Sars) said.

o SA’s gold production suffered a quarterly fall of 15% in the first three months of this year, as
the country’s ageing gold mines proved unable to capitalize on near-record prices for the metal,
said a newspaper report.
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