
 

 

4 September 2015:  “Mixed signals…” 

US payroll data, released this afternoon, was seen as crucial for the Fed’s rate decision on whether they will hike interest 

rates for the first time since 2006 later this month, or not. The US created 173,000 jobs in August. It was less than expected, 

but the unemployment rate dropped to 5.1% from 5.3% - a level consistent with full employment for the economy, and 

previous months’ data was revised upwards. This makes for a tough decision, made even worse by the fact that August 

payroll data is notorious for coming in lower than expected and then being revised upwards in ensuing months. In 

addition to the economy being in full employment, another argument in favour of a hike is the better than expected 

increase in average hourly earnings which increased by 2.2% on a year-on-year basis. If rates are hiked later this month, 

then it will probably be downplayed with rhetoric that the rate hikes will be measured and very much data dependent 

to ensure the recovery is not jeopardised. 

The Fed might stand ready for lift-off, but the European Central Bank is staying put. In a dovish meeting, the ECB 

announced that their asset purchase program can be extended through its duration or monthly magnitude. This 

followed on downwardly revised economic forecasts and it helped to calm European markets. European consumer 

price inflation for August came out at 0.2%, but there is still fear that it can be driven back into negative territory due to 

the recent oil price drop. 

The recent spate of poor local economic data continued. Business confidence fell to a 16 year low and manufacturing 

data disappointed. Vehicle sales growth fell by the most in more than a year in August as sales contracted by 8.2%. 

Consumers have been cutting back on big-ticket items and vehicle sales are struggling from higher sales prices due to 

the rand weakness. Concerns over a potential recession grew and economic growth forecasts received sharp 

downward adjustments. Speculation over South Africa’s credit rating also resurfaced, but Moody’s gave no indication 

of an imminent rating downgrade in their cautious outlook assessment this past week. 

 

 

 

Financial markets remained volatile during the 

week amidst a slew of start-of-month economic 

data. Weak manufacturing numbers were mostly 

responsible for the declines witnessed. The local 

FTSE/JSE All Share Index lost 0.7% as financial 

shares closed 2.5% lower and resources shares 

shed 1.8%. All the major equity indices ended the 

week in the red. The Japanese Nikkei Index lost a 

massive 7% whereas the tech-heavy Nasdaq 

Index was 2% lower. Currency volatility ahead of 

the US payroll data was rife and the rand 

depreciated sharply against the majors during 

the week. It lost almost 3% against the dollar to 

trade at R13.67. The euro, in turn, also 

depreciated against the dollar after the 

European Central Bank announced that they 

are willing to increase the scope of quantitative 

easing. 

 

DOMESTIC EQUITY WEEK CHANGE YTD CHANGE

JSE ALL SHARE 49,633.69 -0.67% -0.28%

JSE FIN 15 16,025.46 -2.48% 2.45%

JSE IND 25 64,035.12 -0.02% 2.70%

JSE RES 20 35,422.70 -1.81% -15.52%

JSE GOLD 963.80 -0.51% -15.82%

JSE ALL SHARE 40 44,060.20 -0.73% 0.21%

INTERNATIONAL EQUITY

DOW JONES (USA) 16,374.76 -1.61% -8.13%

NASDAQ (TECH USA) 4,733.50 -1.96% -0.05%

FTSE (LONDON) 6,095.26 -2.44% -7.17%

NIKKEI (TOKYO) 17,792.16 -7.02% 1.96%

GLOBAL EQUITY 1,622.95 -2.12% -5.07%

EMERGING MARKET EQUITY 801.48 -2.29% -16.19%

OTHER

ALL BOND INDEX 491.08 -0.70% 2.10%

3 MONTH NCD YIELD 6.35 0.00% 0.00%

R/DOLLAR 13.67 2.86% 19.39%

R/EURO 15.19 2.16% 8.55%

R/POUND 20.82 2.36% 15.98%

GOLD 1,126.80 -0.72% -6.04%

OIL (BRENT) 50.56 1.02% -11.81%


