
 

 

9 October 2015: “Equities get a second wind…!” 

 

The dovish Fed’s minutes for the September meeting, in which the members kept monetary policy unchanged, were 

released this past week. It showed that it was “decided to be prudent to wait for additional information confirming that 

the economic outlook did not deteriorate”. Whilst most members indicated that they still think that rates will be lifted this 

year, the risk is now greater for them to only start hiking next year. Last week’s job data would have amplified those 

downside fears. But the loss in momentum in the payroll data will probably not be sustained as job openings have 

increased and US jobless claims fell to its lowest in 42 years. In the meantime, the market has interpreted the dovish US 

Fed tone as positive and equity markets bounced from oversold levels. 

For the remainder of the year, China will be the swing factor between decent developed market growth and the drag 

on global growth from commodity based economies. Investors will merely need to see a stabilisation in Chinese 

economic data to lift sentiment. The IMF came out with their revised global growth estimates this past week. Chinese 

growth forecasts for 2015 remained unchanged at 6.8%, but global growth was revised lower to 3.1% for this year and 

3.6% for next year. A further moderation in emerging market growth was the biggest reason for the revisions. The IMF 

revised South African growth lower as well. The Fund sees growth of 1.4% for this year, deteriorating to 1.3% in 2016. 

But even the IMF’s forecast for local growth might still be too optimistic. Manufacturing and mining activity data for 

August surprised negatively with manufacturing contracting by 0.2% on a year-on-year basis and mining production 

growing by a mere 3.8%. Together, these two sectors account for 20% of the economy. On top of the weak data, South 

Africa’s SACCI business confidence fell to a 22 year low. Exports, construction of buildings, share prices and the rand fell 

and weighed on business confidence last month, 

 

 

 

The weak US payroll data, dovish Fed minutes 

and expectation for continued accommodative 

monetary policy seemed to provide financial 

markets with a new lease of life. Global equities 

markets rallied strongly and commodity prices 

made strong gains. The local FTSE/JSE All Share 

Index was up 4.6%, recovering all the losses from 

the prior 4 months. The resources sector was the 

best performing sub-sector and it gained almost 

15% during the week. The rand was on track to 

experience its second best week in 4 years as it 

gained more than 3% against the US dollar. But 

the rand was not the only emerging market 

currency that showed strong appreciation as the 

Malaysian ringgit, Indian rupiah and Indonesian 

rupiah all did the same. The local bond market 

benefitted from the renewed risk appetite and 

rand appreciation and gained 1%.  

 

DOMESTIC EQUITY WEEK CHANGE YTD CHANGE

JSE ALL SHARE 53,297.53 4.60% 7.09%

JSE FIN 15 16,625.61 2.79% 6.29%

JSE IND 25 70,597.33 3.60% 13.22%

JSE RES 20 37,441.60 14.76% -10.70%

JSE GOLD 1,079.17 9.43% -5.74%

JSE ALL SHARE 40 47,805.15 4.68% 8.72%

INTERNATIONAL EQUITY

DOW JONES (USA) 17,050.75 3.51% -4.33%

NASDAQ (TECH USA) 4,810.79 2.19% 1.58%

FTSE (LONDON) 6,442.55 5.10% -1.88%

NIKKEI (TOKYO) 18,438.67 4.03% 5.66%

GLOBAL EQUITY 1,663.57 3.51% -2.70%

EMERGING MARKET EQUITY 848.37 5.51% -11.29%

OTHER

ALL BOND INDEX 502.77 1.02% 4.53%

3 MONTH NCD YIELD 6.50 2.69% 2.36%

R/DOLLAR 13.25 -3.46% 15.72%

R/EURO 15.05 -2.20% 7.55%

R/POUND 20.33 -1.80% 13.25%

GOLD 1,154.09 1.17% -3.77%

OIL (BRENT) 53.95 12.09% -5.90%


