
DOMESTIC MARKET

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

FTSE JSE ALSI (TR) 8 346                           7.1% 0.2% -4.6% 1.9%

BASIC MATERIALS 4 184                           13.1% -1.1% -6.4% 8.1%

INDUSTRIALS 13 508                         11.1% -0.9% -2.3% 3.5%

CONSUMER GOODS 10 163                         17.7% -1.8% -0.8% -4.1%

HEALTHCARE 7 047                           -21.9% 3.4% -2.5% -28.4%

CONSUMER SERVICES 40 530                         -0.3% 1.8% -6.1% -3.3%

TELECOMS 11 914                         6.9% -4.1% -7.8% 12.2%

FINANCIALS 40 892                         -6.4% 2.1% -8.3% -9.2%

TECHNOLOGY 4 491                           3.9% -2.0% -1.1% 7.5%

SIZE YTD 1 M 3 M 1 Yr

JSE TOP 40 7 407                           7.5% 0.0% -5.2% 1.9%

SA MID CAPS 15 747                         2.4% -0.2% -1.8% 5.1%

SA SMALL CAPS 17 343                         -4.8% 2.2% -3.2% -11.8%

STYLE YTD 1 M 3 M 1 Yr

SA VALUE 376                              -1.2% 0.1% -7.5% -5.7%

SA GROWTH 656                              8.9% -1.7% -4.3% 2.2%

INTEREST RATE SENSATIVES YTD 1 M 3 M 1 Yr

SA LISTED PROPERTY 1 866                           1.3% 0.3% -4.4% -2.7%

BEASSA ALBI 686.61                         8.4% 0.5% 0.7% 11.4%

CASH YTD 1 M 3 M 1 Yr

STEFI INDEX 433.28                         5.5% 0.6% 1.8% 7.4%

EXCHANGE RATES YTD 1 M 3 M 1 Yr

ZAR/USD 15.17                          15.20 14.09 14.14

ZAR (Appreciation)/Depreciation 5.5% -0.2% 7.7% 7.3%

ZAR/GBP 18.64                          18.47 17.88 18.43

ZAR (Appreciation)/Depreciation 1.7% 1.0% 4.3% 1.2%

ZAR/EUR 16.54                          16.68 16.02 16.41

ZAR (Appreciation)/Depreciation 0.4% -0.9% 3.2% 0.8%

BORROWING RATES 1m Ago 3m Ago 12m Ago

SA REPO 6.5% 6.5% 6.8% 6.5%

SA PRIME OVERDRAFT 10.0% 10.0% 10.3% 10.3%

ECONOMICS Last Avail 2017 2016 2015 2014

SA REAL GDP YOY 0.9% 1.3% 0.3% 1.4% 1.7%

CPI YOY 4.3% 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 29.0% 27.5% 26.7% 25.3% 25.1%

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

SA MULTI-ASSET LOW EQUITY 7.0% 0.7% 1.2% 5.0%

SA MULTI-ASSET MEDIUM EQUITY 7.3% 0.8% 0.5% 3.3%

SA MULTI-ASSET HIGH EQUITY 6.8% 0.9% -0.1% 2.0%

SA EQUITY GENERAL 3.5% 0.9% -3.7% -1.6%

SA REAL ESTATE GENERAL -1.1% 1.1% -4.0% -5.7%

GLOBAL MULTI-ASSET LOW EQUITY 11.7% 0.1% 7.5% 8.4%

GLOBAL MULTI-ASSET HIGH EQUITY 16.2% 0.9% 7.0% 6.8%

GLOBAL MULTI-ASSET FLEXIBLE 17.2% 1.0% 6.7% 7.4%

GLOBAL EQUITY GENERAL 20.7% 1.3% 6.5% 5.3%

Source: Bloomberg, Morningstar
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In the third quarter, local investors were not rewarded by risk assets, especially domestic facing stocks that continue to feel the lethargy
of the South African economy. While there was a bifurcation in the performance between “Sa Inc” and “Rand hedge” stocks during the
quarter (the former lagging significantly), both baskets on average ended the quarter in negative territory with the JSE All Share Index
down 4.6%. In the absence of resources, Naspers and some of the other dual listed’s, the ALSI would certainly be in a bear market, and
would more accurately reflect the sorry state of affairs in the country.

In the 3rd quarter, the Rand took direction from a gloomier global environment, weakening by close to 8% against the US$ and 4% and
against Pound Sterling. After an initial rally early in the quarter, SA bonds moderated as the global risk-off sentiment came to the fore,
generating a return of 0.7% for Q3.

On a more positive note, Stats SA released the 2nd quarter GDP figures which came in at 3.1% QoQ which was a welcome surprise
following the significant contraction of 3.2% in the first quarter. Mining showed the largest growth of 14% followed by the financial
sector (+4.1%), trade (+3.9%) and government (+3.4%). The main sectors that showed a decline were construction (-1.6%) and agriculture
(-4.2%). While the stronger numbers have offered some relief to investor sentiment, the reserve bank have highlighted that the SA
economy remains in its longest downward cycle since 1945.

Going into the 4th quarter, all eyes will be on ratings agency Moody’s, who is expected to review SA’s credit rating in November and
could potentially downgrade SA sovereign debt by one notch to junk status. Their concerns rest with the increasing debt to GDP ratio
which has been hampered by the ill effects of keeping Eskom (and other SOE’s) on life-support, the low economic growth rate, and the
structurally high level of unemployment. Time is running out for the government to show ratings agencies that they have a clear plan to
ignite growth and to improve the budget deficit that is currently showing no signs of narrowing. It is expected that we’ll get more clarity
on governments plan of action for Eskom in, or at around the same time as the Medium-Term Budget Policy Statement (MTBPS), which is
expected to be delivered on the 30th of October 2019.

From an investment perspective, it appears that a downgrade to junk status is mostly priced into local bond yields, but the potential
increase in short term volatility remains a risk in the event of a downgrade due to the subsequent exclusion from World Government
Bond Index (WGBI) and the implications of forced foreign selling. That said, relative to other emerging markets (with similar credit
ratings), SA bonds look fairly attractive and should be supported by the weakening global economy and widening impact between DM
and EM yields generally. Locally, inflation does not pose a serious risk, but the SARB remains caught between a rock and a hard place. On
the one hand encouraging foreign portfolio flows by running high real yields in a world devoid of yield, while on the other hand keeping
rates low enough to foster economic activity. On the SARB’s current trajectory and a continuation of quantitative easing/further rate cuts
in developed countries will make a SA bonds an attractive proposition for the “carry trade”.

There is no doubt that there are opportunities in the local market, and although South Africa has its own unique set of problems, it’s
important to remember that SA 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. 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, policy certainty has the
potential to secure much needed foreign fixed capital investments, which along with the successful implementation of a broad-based,
investor friendly growth plan, has the potential to turn the economy around.
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OFFSHORE MARKET

DEVELOPED MARKETS YTD 1 M 3 M 1 Yr

MSCI World (USD) 6 365                           17.6% 2.1% 0.5% 1.8%

US S&P500 2 977                           18.7% 1.7% 1.2% 2.2%

UK FTSE100 7 408                           10.1% 2.8% -0.2% -1.4%

DJ Euro Stoxx 50 3 569                           18.9% 4.2% 2.8% 5.0%

France CAC40 5 678                           20.0% 3.6% 2.5% 3.4%

Germany Exetra Dax Index 12 428                         17.7% 4.1% 0.2% 1.5%

Japan Nikkei 225 21 756                         8.7% 5.1% 2.3% -9.8%

EMERGING MARKETS YTD 1 M 3 M 1 Yr

MSCI Emerging Markets (USD) 1 001                           3.6% 1.7% -5.1% -4.5%

Brazil - Bovespa Index 104 745                       19.2% 3.6% 3.7% 32.0%

China - Shanghai Composite 2 905                           16.5% 0.7% -2.5% 3.0%

India - Bombay Sensitive 38 667                         7.2% 3.6% -1.8% 6.7%

Russia - MICEX Russia Index 2 747                           15.9% 0.3% -0.7% 11.0%

STYLE YTD 1 M 3 M 1 Yr

MSCI WORLD VALUE 2 769                           10.9% 3.7% -0.2% -2.2%

MSCI WORLD GROWTH 2 756                           20.6% 0.4% 0.3% 1.8%

GLOBAL INTEREST RATE SENSATIVES YTD 1 M 3 M 1 Yr

JPMorgan Global Gov Bond Index 604.07                         7.1% -1.0% 1.2% 8.5%

CASH 1 M Ago 3 M Ago 1 Yr Ago
US$ 12M LIBOR 2.0% 2.0% 2.2% 3.1%

EXCHANGE RATES YTD 1 M 3 M 1 Yr
USD/GBP 1.23                            1.22 1.27 1.30
USD (Appreciation)/Depreciation -3.6% 1.1% -3.2% -5.7%

USD/EUR 1.09                            1.10 1.14 1.16

USD (Appreciation)/Depreciation -4.8% -0.7% -4.1% -6.0%

USD/JPY 0.01                            0.01 0.01 0.01
USD (Appreciation)/Depreciation 1.4% -1.7% -0.2% 5.1%

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

US Repo Rate 1.8% 1.8% 2.4% 2.3%

LONG TERM SOVEREIGN YIELDS 1 M Ago 3 M Ago 1 Yr Ago
US Govt Bonds 10 Year (YTM) 1.7% 1.5% 2.0% 3.1%
UK Govt Bonds 10 Year (YTM) 0.5% 0.5% 0.8% 1.4%

PRECIOUS METALS (USD)

Gold  - USD/Oz 1 470.54                      14.7% -3.3% 4.3% 23.3%
Platinum  - USD/Oz 884.60                         11.2% -5.3% 6.0% 8.4%
Silver  - USD/Oz 17.03                           10.0% -7.3% 11.2% 16.2%
Palladium  - USD/Oz 1 676.93                      32.6% 9.3% 9.1% 56.0%

INDUSTRIAL METALS (USD)

Copper - Cash LME (US/ton) 5 695.25                      -4.3% 0.7% -4.8% -9.1%

Steel - HRC Price 523.00 -25.8% -4.6% -12.8% -29.1%

Aluminium - Cash LME (US/ton) 1 701.50                      -8.7% -1.3% -4.4% -16.9%

COMMODITIES INDEX YTD 1 M 3 M 1 Yr

RJ CRB Index TR 183.35                         4.2% 2.3% -3.4% -8.8%

ENERGY
Oil -  Brent Crude Spot Price (US$) 60.78                           13.0% 0.6% -8.7% -26.5%

AGRICULTURAL PRODUCTS
Maize 388.00                         -2.4% 4.9% -10.1% -0.8%
Wheat 495.75                         -8.6% 7.2% -7.9% -12.6%

HEDGE FUND INDEX YTD 1 M 3 M 1 Yr

HFRX Global Hedge Fund Index 1 260.05                      5.9% 0.4% 1.6% 0.0%

Source: Bloomberg, Morningstar
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United States
In the US, the Federal Reserve (Fed) cut interest rates in July and September in an attempt to prolong the economic expansion in the face of a
slowdown in the pace of growth and hiring. While the economy continued to add jobs, the pace of growth of aggregate hours worked in the
economy has slowed meaningfully. Consumer confidence also declined from elevated levels. US equities delivered 1.7% over the quarter in USD.

Europe
In Europe, the European Central Bank (ECB) responded to the weaker economic outlook by cutting interest rates further into negative territory,
restarting quantitative easing and committing to continue with asset purchases until it achieves its inflation target. This shift from a date-
dependent to a state-dependent form of forward guidance is significant in that it could lead to a large expansion in the total size of assets
purchased by the central bank over the coming years. While those asset purchases may have a limited effect on their own, if combined with fiscal
stimulus from the economies that can afford it, they could help to support growth. But the timing of any fiscal stimulus from Europe remains
uncertain.
The ECB’s policy easing came against a backdrop of weakening growth, with the business surveys for September painting a picture of an economy
that continues to slow, particularly in the manufacturing sector. With growth pushing in one direction and monetary stimulus pushing in the
other, European equities delivered 2.5% over the quarter.

UK
In the UK, the seemingly never-ending Brexit saga dragged on, with parliament passing legislation that will force the government to ask for an
extension if it can’t agree a deal with the EU. This sent sterling higher, before the prime minister suspended parliament, only for the suspension to
be ruled unlawful. So, no let-up in the drama, with a highly unpredictable election remaining the most likely outcome if a deal cannot be reached
in the coming weeks. UK equities delivered 1.0% over the quarter.
The Bank of England remained on hold as Brexit uncertainty continued to cloud the outlook for the UK economy. With wage growth at 4%,
policymakers are conscious that if global and Brexit- related risks subside they may still need to raise rates, whereas if the downside risks
highlighted by some of the business surveys materialise they will need to follow the Fed and lower rates. UK government bonds delivered 6.7%
over the quarter.

Japan
In Japan, the consumption tax hike has just come into place, posing a risk to an economy that is already feeling the effects of the global slowdown
in manufacturing. Faced with these risks, Japanese consumer confidence continued to decline this quarter. The Bank of Japan also resisted the
temptation to join in the easing game, but said it would review the outlook at its next meeting, perhaps hinting at further easing to come.
Japanese equities delivered 3.4% over the quarter.

China and EM
Of course, the trade war also continued to play a prominent role in financial headlines throughout the quarter. As things currently stand, further
tariffs are due to come into place by the end of the year unless renewed talks between the US and China make sufficient progress. Failure to
prevent further tariffs could hurt the global economy, so it’s set to be another quarter of carefully monitoring the developments on trade.
China’s economy continued to slow, with industrial production growing at 4.4%, down from around 7% at the start of 2018. Retail sales also
slowed, to 7.5% from close to 10% in early 2018. However, with growth still comfortably above that in the US, and given that the US economy is
also slowing as a result of the trade dispute and there is a US election next year, it’s far from clear that China will concede to US demands on
trade.
EM equities delivered -1.9% over the quarter ,helped by central bank easing and rising concerns about the global growth outlook.

Summary
Overall, the global economy faces several binary and highly unpredictable risks. Will the trade war escalate? Will a UK election lead to a no-deal
Brexit? Will the recent tension in the Middle East escalate and cause another spike in the oil price? And will companies respond to slowing growth
and profits by cutting jobs?

The uncertainties surrounding the China/U.S. trade talks, and to a lesser extent Brexit, dominate the outlook. Manufacturing is contracting
globally, trade is weakening and corporate profits are under pressure. The U.S. yield curve is signalling that recession risks are increasing, and
Chinese economic indicators are weakening. There is a risk that global uncertainties generate a self-fulfilling cycle where rising pessimism leads to
less private-sector spending and higher unemployment. This in turn would cause lower profits and equity markets—and ultimately, deeper
pessimism.

President Trump has a clear motivation to avoid a recession before the November 2020 election. China’s pain threshold is higher, but job losses
and the threat of social instability provide an incentive to de-escalate the trade tensions and pursue domestic policy stimulus. However, it may
take further equity market volatility to prod both sides into action.

We view the ongoing trade war as the most significant risk to the outlook. Although de-escalation makes sense for both sides, political
uncertainties mean trade tensions have the potential to spiral out of control. Under that scenario, the yield curve will have correctly predicted a
recession and equity bear market. On balance, we think it is more likely that the combination of trade-war resolution and policy stimulus will see
the global economy recover in 2020 and why maintaining risk exposure will be important as “bull markets don’t die of old age they die because
the Fed kills them” and this isn’t on the cards just yet.


