
DOMESTIC MARKET

FTSE/JSE EQUITY INDICES YTD 1 M 3 M 1 Yr

FTSE JSE ALSI (TR) 8 346                                  9.0% 1.6% 8.0% 5.0%

BASIC MATERIALS 4 184                                  17.3% 4.7% 18.0% 41.8%

INDUSTRIALS 13 508                                10.7% 3.5% 8.8% -2.1%

CONSUMER GOODS 10 163                                -2.9% 1.8% 12.4% -6.8%

HEALTHCARE 7 047                                  -16.3% -14.1% -12.7% -38.1%

CONSUMER SERVICES 40 530                                11.7% -2.2% 2.1% -1.1%

TELECOMS 11 914                                4.2% 5.0% -2.3% -19.9%

FINANCIALS 40 892                                -0.3% -4.5% -1.0% -9.9%

TECHNOLOGY 4 491                                  8.0% 9.3% 2.2% 11.4%

SIZE YTD 1 M 3 M 1 Yr

JSE TOP 40 7 407                                  10.1% 1.9% 8.5% 6.1%

SA MID CAPS 15 747                                4.7% -1.8% 2.8% -3.7%

SA SMALL CAPS 17 343                                -7.4% -2.7% -3.4% -16.4%

STYLE YTD 1 M 3 M 1 Yr

SA VALUE 376                                     4.7% -0.5% 5.8% 4.7%

SA GROWTH 656                                     11.1% 2.2% 8.3% -0.2%

INTEREST RATE SENSATIVES YTD 1 M 3 M 1 Yr

SA LISTED PROPERTY 1 911                                  3.8% -0.9% 0.8% -4.8%

BEASSA ALBI 666.45                                5.3% 0.6% 2.7% 7.7%

CASH YTD 1 M 3 M 1 Yr

STEFI INDEX 423.18                                3.0% 0.6% 1.8% 7.3%

EXCHANGE RATES YTD 1 M 3 M 1 Yr

ZAR/USD 14.58                                 14.33 14.07 12.68

ZAR (Appreciation)/Depreciation 1.4% 1.7% 3.6% 15.0%

ZAR/GBP 18.42                                 18.69 18.66 16.86

ZAR (Appreciation)/Depreciation 0.4% -1.4% -1.3% 9.3%

ZAR/EUR 16.29                                 16.07 16.01 14.80

ZAR (Appreciation)/Depreciation -1.1% 1.3% 1.7% 10.1%

BORROWING RATES 1m Ago 3m Ago 12m Ago

SA REPO 6.8% 6.8% 6.8% 6.5%

SA PRIME OVERDRAFT 10.3% 10.3% 10.3% 10.0%

ECONOMICS Last Avail 2017 2016 2015 2014

SA REAL GDP YOY 0.0% 1.3% 0.3% 1.4% 1.7%

CPI YOY 4.4% 5.3% 6.3% 4.6% 6.1%

CURRENT ACC (AS % of GDP) -3.2% -2.8% -4.6% -5.1% -5.8%

UNEMPLOYMENT RATE 27.6% 27.5% 26.7% 25.3% 25.1%

ASISA CATEGORIES (IN ZAR) YTD 1 M 3 M 1 Yr

SA MULTI-ASSET LOW EQUITY 4.6% -1.1% 1.5% 5.8%

SA MULTI-ASSET MEDIUM EQUITY 5.1% -2.3% 1.1% 4.7%

SA MULTI-ASSET HIGH EQUITY 5.0% -3.2% 0.6% 3.4%

SA EQUITY GENERAL 4.5% -5.1% -0.5% -0.1%

SA REAL ESTATE GENERAL 1.6% -1.4% -1.2% -6.4%

GLOBAL MULTI-ASSET LOW EQUITY 5.5% 0.5% 4.0% 14.5%

GLOBAL MULTI-ASSET HIGH EQUITY 8.1% -2.1% 2.9% 11.7%

GLOBAL MULTI-ASSET FLEXIBLE 9.2% -2.2% 2.9% 12.7%

GLOBAL EQUITY GENERAL 11.7% -3.7% 2.4% 11.7%

Source: Alpha Asset Management, Bloomberg, Morningstar
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Local and global investors were treated to a relief rally in the first quarter following one of the most significant and broad-based sell-off’s since the
global financial crisis (in the 4th quarter of 2018). A more dovish stance by the Fed on the back of global growth concerns provided a tailwind for
global markets, but especially emerging markets which have been under pressure since the start of Q2 2018 over fears of monetary tightening by
major developed market central banks. With global liquidity expected to remain more accommodative for longer and the potential for some
finality of the US-China trade-deal, risk assets bounced off their recent lows with interest sensitive assets like listed property benefitting the most.

The local market took direction from its global counterparts with risk-on sentiment driving major indices significantly higher. During the quarter,
foreigners were net buyers of SA bonds but remain net sellers of SA equities, and have been so for the last 9 consecutive months. The JSE ALL
Share Index gained 8.0% while the ALBI and SA Listed Property Index gained 3.8% and 1.5% (incl divis) respectively. While the returns from most
portfolios in Q1 provided some comfort to investors after an ongoing period of subdued returns, the state of the economy doesn’t match the
improving returns on investor statements. The RMB/BER business confidence index in South Africa for example, fell 3 points to 28 in the first
quarter of 2019, from 31 in the previous period. It is the weakest level of confidence since Q2 2017 and deterioration was observed in four out of
the five sectors: construction, retail, wholesale, manufacturing and new vehicle trade.

One can’t talk about the challenges of the domestic economy without mentioning Eskom, which for most South Africans has become somewhat of
a swearword. In March during the height of the power outages imposed by stage 4 and 5 load shedding, it is was reported that 40% of the 45K mw
it generates was out due to breakdowns. More than half of Eskom’s power generation is beyond its useful life and the financial constraints faced by
previous administration has pushed these power plants too hard for too long. Commenting on the matter, Public Enterprises Minister Pravin
Gordhan said, “We are a recovering democratic government and loadshedding is the result of that. We'll get it right in the next year or two”. The
biggest impact from a GDP perspective is on mining, manufacturing and electricity production and it is estimated that should load shedding
continue, it could detract from annual GDP growth by 0.9%. The fiscal impact of Eskom will continue to weigh on the rand, although the
disinflationary pressures are likely to offset some of the impact.

Earlier in the quarter, Minister Mboweni delivered the budget for 2019/2020 and although it was light on direct taxes, it was certainly not an
election friendly budget where expenditure was concerned. On the one hand, it’s the first time we’ve seen treasury make a concerted effort to
curb the ballooning wage bill, but at the same time, much of the fiscus is being constrained to support Eskom. Investors’ minds were recently put
to rest when Moody’s announced that they would not downgrade SA and kept their outlook at stable.

Interestingly, the JSE lagged global markets in the first quarter and the performance was heavily skewed towards a few large multi-national
companies like Naspers and Richemont as well as some miners like Anglo American and BHP Billiton. For example, 96% of the return of the ALSI is
attributable to these 4 shares which account for roughly 40% of the the index. On the other hand, Q1 was a disaster for many domestic companies
with the likes of Mr Price, Massmart and Truworths all falling more than 18% while the likes of EOH and Tongaat fell 60% and 65% respectively.

It’s no secret that consumers are under pressure, this is evident in some of the results we’ve seen from domestic retailers in recent months. They
continue to feel the pinch, after years of poor economic growth, coupled with record high petrol prices and elevated interest rates. Some of these
retailers have been able to shield consumers from second round effects of rising fuel costs, but this has squeezed their margins and this is evident
in the results we’ve seen lately.

While South Africa has its own set of problems, it’s important to remember that it is a small cog in a much larger machine and will take direction
from the global economy. There has been a marginal economic slowdown in global growth recently but some finality on the US China trade deal
has the potential to reignite global trade which stands to benefit emerging markets. A stable local general election could prove to be the catalyst
the domestic economy desperately needs. An improvement in local consumer and business confidence could encourage a turnaround for many SA
assets that are attractively priced relative to history and their global peers. Furthermore, a positive outcome could help the country secure much
needed foreign fixed capital investments that depends heavily on an improvement in political stability.
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OFFFSHORE MARKET

DEVELOPED MARKETS YTD 1 M 3 M 1 Yr

MSCI World (USD) 5 940                                  9.7% -5.8% -1.1% -0.3%

US S&P500 2 752                                  9.8% -6.6% -1.2% 1.7%

UK FTSE100 7 162                                  6.4% -3.5% 1.2% -6.7%

DJ Euro Stoxx 50 3 280                                  9.3% -6.7% -0.5% -3.7%

France CAC40 5 208                                  10.1% -6.8% -0.6% -3.5%

Germany Exetra Dax Index 11 727                                11.1% -5.0% 1.8% -7.0%

Japan Nikkei 225 20 601                                2.9% -7.4% -3.7% -7.2%

EMERGING MARKETS YTD 1 M 3 M 1 Yr

MSCI Emerging Markets (USD) 998                                     3.3% -7.5% -5.0% -10.9%

Brazil - Bovespa Index 97 030                                10.4% 0.7% 1.5% 26.4%

China - Shanghai Composite 2 899                                  16.2% -5.8% -1.4% -6.4%

India - Bombay Sensitive 39 714                                10.1% 1.7% 10.7% 12.4%

Russia - MICEX Russia Index 2 665                                  12.5% 4.1% 7.2% 15.7%

STYLE YTD 1 M 3 M 1 Yr

MSCI WORLD VALUE 2 615                                  4.7% -6.7% -4.4% -4.7%

MSCI WORLD GROWTH 2 571                                  12.6% -5.5% 0.6% 0.3%

GLOBAL INTEREST RATE SENSATIVES YTD 1 M 3 M 1 Yr

JPMorgan Global Gov Bond Index 584.34                                3.6% 1.5% 2.7% 3.8%

CASH 1 M Ago 3 M Ago 1 Yr Ago
US$ 12M LIBOR 2.5% 2.5% 2.9% 2.8%

EXCHANGE RATES YTD 1 M 3 M 1 Yr
USD/GBP 1.26                                   1.30 1.33 1.33
USD (Appreciation)/Depreciation -0.9% -3.2% -4.8% -5.0%

USD/EUR 1.12                                   1.12 1.14 1.17

USD (Appreciation)/Depreciation -2.5% -0.4% -1.9% -4.3%

USD/JPY 0.01                                   0.01 0.01 0.01

USD (Appreciation)/Depreciation 1.3% 2.8% 2.8% 0.4%

SHORT TERM RATES 1 M Ago 3 M Ago 1 Yr Ago

US Repo Rate 2.5% 2.5% 2.5% 2.3%

LONG TERM SOVEREIGN YIELDS 1 M Ago 3 M Ago 1 Yr Ago
US Govt Bonds 10 Year (YTM) 2.1% 2.5% 2.7% 2.9%
UK Govt Bonds 10 Year (YTM) 0.9% 0.9% 1.3% 1.3%

PRECIOUS METALS (USD)

Gold  - USD/Oz 1 305.58                            1.9% 1.7% -0.7% 0.3%

Platinum  - USD/Oz 793.72                                -0.2% -10.9% -9.0% -12.8%
Silver  - USD/Oz 14.59                                  -5.8% -2.2% -6.5% -11.6%
Palladium  - USD/Oz 1 328.30                            5.1% -4.5% -14.1% 34.2%

INDUSTRIAL METALS (USD)

Copper - Cash LME (US/ton) 5 806.00                            -2.4% -9.7% -11.4% -15.2%

Steel - HRC Price 584.00 -17.5% -9.9% -20.0% -26.4%

Aluminium - Cash LME (US/ton) 1 773.00                            -4.8% -0.6% -6.2% -22.6%

COMMODITIES INDEX YTD 1 M 3 M 1 Yr

RJ CRB Index TR 183.56                                4.3% -4.6% -3.5% -11.6%

ENERGY
Oil -  Brent Crude Spot Price (US$) 64.49                                  19.9% -11.4% -2.3% -16.9%

AGRICULTURAL PRODUCTS
Maize 443.75                                11.6% 16.5% 13.2% 6.7%
Wheat 503.00                                -3.0% 17.3% 7.8% -15.1%

HEDGE FUND INDEX YTD 1 M 3 M 1 Yr

HFRX Global Hedge Fund Index 1 220.43                            2.6% -0.7% -0.2% -3.7%

Source: Alpha Asset Management, Bloomberg, Morningstar
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Coming off its worst quarterly performance since 2011, the S&P 500 rebounded 13.1% in Q1 for its best quarterly performance in ten years. While the first two months of
2019 were a virtual straight line higher, a healthy dose of caution surfaced in March as inversion extended further out on the curve to the 3M - 10YR spread for the first
time since 2007.
The S&P 500 was not alone with the new year bringing a new wave of optimism for global equities and credit. The sell-off in equities and credit in the final quarter of last
year was caused predominantly by concerns about the potential for an escalation in the trade war between the US and China, fears that higher interest rates could hurt
the US economy, and broader worries about a slowdown in global growth.

In many ways, the weakness in Q4 set the stage for the recovery in equity markets this quarter. The Federal Reserve (Fed) reacted to the market weakness and weaker
global growth by becoming more patient. Much of the rally this year has been built on market expectations that the Fed now won’t raise interest rates again at any point
in the next few years—in fact, the next move expected from the Fed by the bond market is now a cut, with 10-year Treasury yields down to 2.4%. The sharp fall in the US
stock market late last year was probably also a factor in deterring the US administration from further increasing tariffs on China over the quarter. So the stock market
decline last year helped to reduce two of the major risks that had caused it in the first place.

Time will tell whether the Fed will act pre-emptively to support activity in the coming months. In the meantime, a more dovish Fed, combined with the news that
quantitative tightening will end in September, has supported fixed income markets this year, from government bonds to credit. On trade, while some progress seems to
have been made this quarter between the US and China, there is still uncertainty as to how the negotiations will evolve. Some of the underlying tension is unlikely to be
resolved easily given that the US and China are ultimately competing with each other in several key industries, such as technology. In addition, even if an ongoing truce
can be agreed between the US and China, there is no guarantee that the US administration won’t turn towards a more confrontational trade policy with Europe.

So, on monetary policy and trade there are reasons for optimism, but also some risks given a fairly optimistic outcome on both fronts is now already priced in. For the
recovery in markets to continue, the weakness in global growth will also have to recede, extending what has already been a very long economic expansion by historical
standards. On this front, the data in the first quarter was more mixed.

The weakness in the global economy has been most stark in the manufacturing and export sectors. Eurozone industrial production is down 2.5% since its peak in
December 2017. Korean and Taiwanese exports both declined about 8% year on year (y/y) in March. While it is tempting to blame this global manufacturing and export
slowdown on the trade war, softer Chinese domestic demand has also been a contributor. Again, on this front there are reasons for optimism, but also some caution.
China’s non-manufacturing purchasing managers’ index (PMI) increased to 54.8 in March, while its manufacturing PMI rebounded to slightly over 50, indicating a return
to expansion. On the other hand, China’s imports declined 5.2% y/y in US dollar terms in February having grown by 27% y/y in July last year.

The Chinese authorities are now stimulating domestic demand with a package of tax cuts, infrastructure investment and measures designed to support bank credit
growth. This should lead to a stabilisation in Chinese growth. On the other hand, the magnitude of credit expansion is likely to be less significant than the last time global
manufacturing went through a weak patch, in 2015-16. Chinese stimulus may therefore be less effective at boosting exports across the rest of Asia and Europe than in the
past. The manufacturing business surveys for March so far show little sign of an improvement in the outlook, with the eurozone manufacturing PMI declining to 47.5 and
the new export orders component declining to 44.8.

Despite a weaker growth and profit outlook, labour markets have held up well so far, with unemployment continuing to decline, to 7.8% in the eurozone and to 3.8% in
the US in February, and wage growth picking up. The key for investors will be whether a still relatively healthy global consumer can lift the manufacturing sector and
business investment intentions out of their current soft patch, or whether the weakness in manufacturing and business confidence will infect consumer confidence and
labour markets. The Conference Board’s US consumer confidence index is worth monitoring with this in mind, given its decline in March. The US payrolls report will also
be important to monitor given that job growth slowed to only 20k in February. 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.

The UK economy, too, is being supported by a strong labour market, with unemployment at 3.9% and wages rising by 3.4% y/y for January. Inventories have also
contributed positively to growth over the last few quarters. This combination has kept growth in positive territory despite weak consumer confidence and a contraction in
business investment, both caused by Brexit-related uncertainty. Due to both this Brexit uncertainty and the mixed economic data, the Bank of England remained on hold
throughout the quarter, despite rising wage pressures.

The European Central Bank (ECB) also kept the deposit rate steady at -0.4% and said it would not raise rates until at least next year, having previously said it wouldn’t hike
until at least the summer. The ECB also announced a new round of cheap financing for the banking sector and discussed measures to reduce the drag that negative rates
have had on bank profits.

Earnings estimates have been falling since the beginning of the year. Fortunately for the stock market, interest rate expectations have also fallen sharply, supporting
equities. When January began the aggregate estimate for S&P 500 earnings growth was 2.9%. However, analysts have been cutting 1Q estimates every week during the
quarter and the expectation is now for an earnings decline of 3.9%, which would be the first decline in quarterly earnings since Q2 2016

Part of the reason the market is not reacting more negatively to the low earnings growth number is the fact that revenue growth is still looking positive with estimates
ranging between 4.3% and 4.8% for all four quarters in 2019. Wall Street can be more patient with a margin problem than a broader macro revenue problem. For the
first quarter, the Fed's dramatic change in posture towards rate hikes has allowed equity holders to be patient. One-year forward P/E's have recovered from their
December lows below 15 and sit at about 17X expected 2019 earnings. Still, P/E's remain below September 2018 levels despite the lowered earnings expectations.

Overall, markets end the first quarter with equities, credit and government bonds up for the year to date, buoyed by more dovish central banks and hopes for a truce on
trade between the US and China. Easier monetary policy and less disruptive trade policies could continue to support markets. However, given the age of this economic
expansion and the uncertainty over whether manufacturing, exports and business investment intentions will recover, or whether a squeeze on profits will lead to
corporate cost cutting, a more balanced portfolio probably makes more sense than has been the case for most of the last decade.


