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DOMESTIC MARKET FTSE/JSE EQUITY INDICES 30-Nov-18 YTD 1 M 3 M 1 Yr

All Share Index (TR) 7 414                   -12.3% -3.2% -12.6% -12.6%

Resources 11 861                 -16.1% -0.3% -12.1% -16.4%

Industrials 12 923                 -19.4% -0.7% -15.7% -22.7%

Financials 41 152                 -13.3% 0.3% -6.4% -6.2%

FTSE/JSE SECTOR INDICES 

Basic Materials 3 155                   2.8% -11.5% -14.1% 2.3%

Industrials 12 084                 -20.1% -1.0% -16.6% -23.8%

Healthcare 8 214                   -29.2% -2.4% -31.6% -29.5%

Consumer Services 38 457                 -15.8% 6.0% -11.5% -18.0%

Telecommunications 11 785                 -24.8% 3.1% 0.0% -22.0%

Financials 41 152                 -13.3% 0.3% -6.4% -6.2%

Technology 4 360                   -24.8% 4.8% 0.8% -31.0%

SIZE AND STYLE

FTSE/JSE Top 40 (TR) 6 519                   -12.5% -3.1% -13.8% -13.6%

FTSE/JSE Mid Cap (TR) 14 824                 -12.7% -1.4% -4.3% -8.5%

FTSE/JSE Small Cap (TR) 18 109                 -13.9% -3.3% -8.1% -10.5%

FTSE/JSE Value Index 336                      -13.3% -6.4% -13.2% -12.0%

FTSE/JSE Growth Index 591                      -15.9% 0.2% -14.1% -17.0%

SA LISTED PROPERTY & SA BOND INDEX

SA Listed Property 1 861                   -24.5% -1.3% -5.5% -21.3%

All Bond Index 629.14                 7.0% 3.9% 2.4% 13.1%

CASH

STEFI Index 408.41                 6.7% 0.6% 1.8% 7.3%

EXCHANGE RATES 30-Nov-18 YTD 1 M 3 M 1 Yr

ZAR/USD 13.87                  14.77         14.69         13.70         

Rand (Appreciation)/Depreciation 12.0% -6.1% -5.6% 1.3%

ZAR/GBP 17.69                  18.84         19.03         18.50         

Rand (Appreciation)/Depreciation 5.8% -6.1% -7.1% -4.4%

ZAR/EUR 15.70                  16.70         17.04         16.29         

Rand (Appreciation)/Depreciation 5.7% -6.0% -7.9% -3.6%

BORROWING RATES 30-Nov-18 1m Ago 3m Ago 12m Ago

SA Repo Rate 6.8% 6.8% 6.5% 6.8%

SA Prime Overdraft Rate 10.3% 10.3% 10.0% 10.3%

ECONOMICS Last Avail 2017 2016 2015 2014

SA Real GDP YoY 1.1% 1.3% 0.3% 1.4% 1.7%

CPI YoY 5.2% 5.3% 6.3% 4.6% 6.1%

Current Acc Bal as a % GDP -3.5% -2.8% -4.6% -5.1% -5.8%

Unemployment Rate 27.5% 27.5% 26.7% 25.3% 25.1%

 
 The 3rd quarter proved to be one of the most volatile periods in recent times, 
dominated by US$ dollar strength, political tension in the form of the ongoing 
US-China trade spat, and the subsequent weakness across emerging markets 
(EM). For South African investors, there was nowhere to hide and the weakness 
in the currency from 13.73 to 14.11 (3.0% depreciation of the ZAR) reflects that. 
Local bonds and equities remained out of favour and foreign investors have been 
net sellers of both asset classes since the end of the 1st quarter. During Q3, the 
ALSI lost 2.2%, bonds returned 0.8% while SA listed property fell 1.0%.  
 
In economic news, South Africa entered a technical recession (2 consecutive 
quarters of negative GDP growth) for the first time since 2008 after a significant 
drop in production in the agricultural sector which surprised economists and 
investors alike. While it is unlikely that sharp drop in output is attributable to the 
land reform debate, it does paint a dire picture for a sector that is already 
plagued by many uncertainties. The lack of consumer and business confidence in 
SA has become glaringly obvious in recent years, mainly due to many years of 
policy mismanagement and corruption at a government level. The consumer in 
particular is under severe pressure and is facing higher taxes, higher petrol prices 
and a rather stagnant labour market. As evidenced by a continual fall in FDI 
(foreign direct investment), long term investors are taking a wait and see 
approach but Ramphosa is doing his best to reignite the weak economy through 
partnerships with our trading partners and his much-anticipated R43bn stimulus 
package.  
 
Key highlights of the stimulus package include: 1) An immediate change to visa 
policies, 2) The approval of the revised mining charter, 3) a review of the cost of 
doing business, 4) the roll-out of radio spectrum, 5) the re-prioritisation of R50bn 
in government spending, 6) and a new R400bn SA infrastructure fund. 
Furthermore, a land reform advisory panel of 10 highly skilled individuals was 
established by government to deal with the uncertainty around land reform 
which has raised concerns among investors and has contributed to the lack of 
confidence in the agricultural sector and downstream industries.  
 
The MPC is still caught between a rock and hard place, trying to keep monetary 
policy is SA accommodative enough to foster growth, but tight enough to ensure 
that inflation doesn’t breach the upper end of the target band. Quantitative 
tightening in developed markets such as the US, combined with a weak ZAR and 
higher oil prices, paints a challenging backdrop for the MPC committee and their 
recent hawkish statement confirms that there is a chance that they will hike 
rates by 25bps once before the end of the year.  
 
On the local bourse there was a wide dispersion of returns in the 3rd quarter. 
Resource companies were the best performers with the JSE Resource Index 
climbing 19%, while the JSE Industrial Index lost 8%. MTN and Aspen were two of 
the biggest movers on the JSE during the last quarter falling 25% and 32% 
respectively. MTN investors were caught off-guard when Nigeria's central bank 
ordered the company to refund $8.13 billion that it allegedly repatriated illegally. 
Aspen on the other hand disappointed the market after it sold its infant milk 
business to French dairy giant Lascalis on a much lower multiple than investors 
had originally anticipated.  
 
The weak ZAR propped up returns for traditional local multi-asset portfolios, 
while domestic centric asset classes continue to lag.  
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OFFSHORE MARKET COMMODITIES INDEX 30-Nov-18 YTD 1 M 3 M 1 Yr
RJ CRB Index TR 187.94                 -4.6% -4.6% -5.3% -2.1%

PRECIOUS METALS

Gold  - USD/Oz 1 220.52             -6.3% 0.6% 1.7% -4.0%

Platinum  - USD/Oz 798.10                 -14.0% -4.6% 1.3% -15.1%

Silver  - USD/Oz 14.20                   -16.1% -0.4% -2.3% -13.1%

Palladium  - USD/Oz 1 181.09             11.1% 9.2% 20.2% 17.0%

INDUSTRIAL METALS

Copper - Cash LME (US/ton) 6 227.00             -13.6% 3.2% 4.3% -7.5%

Steel - HRC Price 757.00 16.5% -5.4% -3.9% 22.1%

Aluminium - Cash LME (US/ton) 1 957.25             -13.2% 1.2% -6.9% -3.8%

ENERGY

Oil -  Brent Crude Spot Price (US$) 58.71                   -12.2% -22.2% -24.2% -7.6%

AGRICULTURAL PRODUCTS

Maize 377.75                 -3.9% 0.5% 0.1% -4.7%

Wheat 515.75                 4.6% 0.0% -8.8% 2.3%

EXCHANGE RATES 30-Nov-18 YTD 1 M 3 M 1 Yr

USD/GBP 1.27                    1.28            1.30            1.35            

Dollar (Appreciation)/Depreciation -5.7% 0.0% -1.6% -5.6%

USD/EUR 1.13                    1.13            1.16            1.19            

Dollar (Appreciation)/Depreciation -5.7% 0.1% -2.5% -4.8%

WORLD EQUITY INDICES 30-Nov-18 YTD 1 M 3 M 1 Yr

MSCI World (USD) 5 858                   -1.2% 1.1% -5.8% 0.1%

MSCI Emerging Markets (USD) 995                      -14.1% 4.1% -5.8% -11.2%

DEVELOPED MARKETS

US S&P500 2 760                   3.2% 1.8% -4.9% 4.3%

UK FTSE100 6 980                   -9.2% -2.1% -6.1% -4.7%

DJ Euro Stoxx 50 3 173                   -9.4% -0.8% -6.5% -11.1%

France CAC40 5 004                   -5.8% -1.8% -7.5% -6.9%

Germany Exetra Dax Index 11 257                 -12.9% -1.7% -9.0% -13.6%

Japan Nikkei 225 22 351                 -1.8% 2.0% -2.2% -1.6%

EMERGING MARKETS

Brazil - Bovespa Index 89 504                 17.1% 2.4% 16.7% 24.4%

China - Shanghai Composite 2 588                   -21.7% -0.6% -5.0% -22.0%

India - Bombay Sensitive 36 194                 6.3% 5.1% -6.3% 9.2%

Russia - MICEX Russia Index 2 393                   13.4% 1.7% 2.0% 13.9%

FIXED INCOME MARKETS 30-Nov-18 YTD 1 M 3 M 1 Yr

JPMorgan Global Gov Bond Index 552.56                 -3.1% 0.5% -1.5% -2.7%

LONG TERM SOVEREIGN YIELDS 30-Nov-18 1 M Ago 3 M Ago 1 Yr Ago

US Govt Bonds 10 Year (YTM) 3.0% 3.1% 2.9% 2.4%

UK Govt Bonds 10 Year (YTM) 1.4% 1.4% 1.4% 1.2%

SHORT TERM RATES 30-Nov-18 1 M Ago 3 M Ago 1 Yr Ago

US Repo Rate 2.4% 2.4% 2.0% 1.5%

US$ 12M LIBOR 3.1% 3.1% 2.8% 2.1%

HEDGE FUND INDEX 30-Nov-18 YTD 1 M 3 M 1 Yr

HFRX Global Hedge Fund Index 1 213.22             -4.9% -0.6% -4.4% -4.2%

Divergence in developed world growth vs the emerging world continued in Q3. 
U.S. GDP grew at 4.2% in the second quarter of 2018, marking its highest gain 
since the third quarter of 2014 and the third-best growth rate since 2008. 
Stability in growth and employment figures allowed the Federal Reserve (Fed) to 
enact its widely anticipated increase in the federal funds rate by 25 basis points.  
 
US equities advanced in Q3 to significantly outperform other major regions. 
Economic growth and earnings data remained robust, and this ultimately 
overshadowed simmering concerns around the escalating US-China trade war. 
The US initially targeted $34 billion of Chinese products with a 25% tariff in early 
July. Tariffs on another $16 billion began in late August, before a 10% tariff was 
implemented on a further $200 billion of Chinese goods in September (set to rise 
to 25% in January). Despite these measures, the US equity bull market became 
the longest in history on 22 August.  
 
In the Eurozone worries over trade wars and potential US tariffs on cars were a 
feature of the period. Fears over direct impact on Europe were partly assuaged 
following a meeting in July between US President Trump and EU President 
Juncker. This resulted in an agreement to work towards zero tariffs on non-auto 
industrial goods, while new car tariffs will be put on hold while longer-term talks 
take place. Growth in Eurozone for the second quarter of 2018 was revised up to 
0.4% quarter-on-quarter, compared to the initial estimate of 0.3%.  
 
In the UK fears of a “no deal” Brexit weighed on the share prices of many UK 
domestic companies, driving a poor relative performance from the mid-caps, 
with the FTSE 250 (ex investment companies) index falling by 2.7%. Fears for UK 
economy were also clearly reflected in the value of sterling, which resumed its 
downward trajectory over the period.  
 
China underperformed as the US implemented tariffs on a total of $250 billion of 
Chinese goods, some of which are set to increase in January, and threatened 
tariffs on a further $267 billion of goods. There was little progress in bilateral 
trade negotiations and China responded with tariffs on $110 billion of US goods. 
Meanwhile, Chinese macroeconomic data disappointed.  
Turkey was the weakest index market amid a sharp sell-off in the lira. The 
currency fell as geopolitical tensions with the US exacerbated ongoing concerns 
over its wide current account deficit, above-target inflation and central bank 
independence. South Africa also underperformed. The market is vulnerable to 
global liquidity tightening given the economy’s twin deficits, and Q2 GDP growth 
disappointed, slowing to 0.4% year-on-year 
.  
Equity Markets  
U.S. stocks flourished in the third quarter of 2018, breaking several records in the 
process. Like July and August, Wall Street maintained its bullish run in September 
despite the fact that this month is traditionally notorious for not providing 
positive returns. Trade concerns continued to weigh on equity markets outside 
of the US. The US printed another positive quarter with the information 
technology and healthcare sectors boosted by a slew of robust earnings. The 
energy sector was weaker, with US oil companies hurt by uncertainty 
surrounding China’s inclusion of US crude oil in its tariff-targeted products. 
Materials companies struggled with potentially weaker demand associated with 
the trade war and some company-specific developments.  
 
Eurozone equities posted a modest gain in the third quarter .Energy and 
industrials stocks were among the leading gainers. By contrast, real estate, 
telecommunications and consumer staples were the main laggards. Financials 
made a positive contribution overall, but banks were weaker. August saw sharp 
declines for eurozone banks amid concerns over their exposure to emerging 
markets (notably Turkey) as well as worries over the Italian budget. These 
concerns eased in September but the last trading day of the month saw Italy 
propose a deficit of 2.4%. This is within the EU’s 3% threshold but higher than 
some had anticipated.  
 
Emerging markets equities lost value in what was a volatile third quarter, with US 
dollar strength and the US-China trade dispute weighing on risk appetite. The 
MSCI Emerging Markets index decreased in value and underperformed the MSCI 
World.  
 
Fixed-Income Markets  
Core government bond yields rose over the quarter due to positive economic 
data, particularly from the US. This outweighed a bout of safe haven demand in 
August caused by concerns related to emerging market instability, trade tensions 
and political issues in Europe.  
 
The Fed implemented its third rate hike this year, removing references to 
“accommodative” policy and striking an optimistic tone. The BoE raised rates to 
0.75% citing weather as the cause of a weak first quarter. US 10-year yields rose 
from 2.86% to 3.06%, with Bund and UK gilt 10-year yields rising from 0.30% to 
0.47% and 1.42% to 1.57% respectively.  
 
Italian 10-year government bond yields rose from 2.68% to 3.15% amid political 
concerns. Toward quarter-end the Italian government announced a 2019 fiscal 
deficit target of 2.4%. This was larger than expected and is likely to draw criticism 
from the European Commission. Italian 10-year yields rose sharply on the news, 
with Bund yields falling.  
 
Corporate bonds saw positive total returns in local currency terms. Global high 
yield (HY) returned 2.1%, led by a 2.4% return from the US dollar market. Global 
investment grade (IG) returned 0.6% as US dollar IG rose 1.0%, while the sterling 
market declined 0.2% and euro IG was flat.  
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Emerging markets (EM) experienced a tumultuous quarter, but this was largely centred on idiosyncratic 
factors. With the effects felt most keenly in currency markets, hard currency sovereign and corporate 
EM bonds made positive returns, but local currency was down. Additionally, some of the countries most 
affected started to take steps to address their problems.  
 


