
 

 

21 August 2015:  “Made in China…” 

This week’s wobble in financial markets stemmed from concern over Chinese economic growth after investor 

confidence was already knocked down by the surprise depreciation in the Chinese currency last week. More than $3.3 

trillion has been erased from the value of global equities since China’s decision to devalue its currency spurred a wave 

of selling across emerging markets already under pressure from falling commodity prices and expectations for U.S. 

interest-rate increases. A weak Chinese manufacturing indicator reading, which fell to a 6 ½ year low, exacerbated the 

bearish mood in financial markets. Stocks went tumbling and commodity prices, except that of gold, plummeted. 

Inconclusive minutes from the last Fed meeting didn’t help, as it left uncertainty over when US interest rates will be hiked 

for the first time. US data also painted a mixed picture. Housing data improved and job data remained firm, but 

manufacturing indicators deteriorated. The big question, however, is whether the Chinese economy is heading for a 

hard landing, or whether investors are merely underappreciating the transition of the Chinese economy from one that 

is based on investment and exports to one that is driven by the services sector and domestic consumer demand? 

Local consumer price inflation for July edged up from 4.7% the previous month to 5.0%. Core inflation came in slightly 

lower at 5.4%. Inflation data held no surprises, but opposing forces of weak demand and low oil prices versus foreign 

exchange pass through effects will make the future inflation path unclear and the Reserve Bank’s job that more difficult. 

In addition, the worst drought in many years will cause local maize prices to increase with subsequent spill over effect to 

the food price inflation basket. 

Similar to China, Greece is in no hurry to leave the limelight. Prime Minister Tsipiras announced that he will step down and 

that he will call snap elections in a bid to secure a stronger coalition and mandate from which to manage the country. 

He called it his “moral obligation”. 

 

 

 

Gold and gold mining companies shone bright in 

what could otherwise be described as carnage. 

Investor concern over global growth caused 

shares to register their worst losses in several 

years. The share prices of gold mining companies 

rose the most on record in contrast to the 

FTSE/JSE All Share Index which dropped by 3.5% 

to erase its year-to-date gains. Emerging market 

woes caused the MSCI Emerging Market Index to 

fall to fresh 6 years lows after this week’s declines. 

Currency moves were also drastic and the rand 

depreciated by almost 4% against the euro and 

1.6% against the pound sterling. Developed 

market equities fell in unison and all the main 

indices registered losses of just over 5%. The price 

of oil approached its lowest levels for the year as 

a supply glut remained and fears of receding 

demand grew.   

 

DOMESTIC EQUITY WEEK CHANGE YTD CHANGE

JSE ALL SHARE 49 028.36 -3.53% -1.49%

JSE FIN 15 16 116.47 -4.90% 3.03%

JSE IND 25 62 744.73 -4.23% 0.63%

JSE RES 20 35 327.10 -0.16% -15.75%

JSE GOLD 1 022.93 27.60% -10.66%

JSE ALL SHARE 40 43 404.56 -4.27% -1.29%

INTERNATIONAL EQUITY

DOW JONES (USA) 16 459.75 -5.82% -7.65%

NASDAQ (TECH USA) 4 706.04 -6.78% -0.63%

FTSE (LONDON) 6 187.65 -5.54% -5.76%

NIKKEI (TOKYO) 19 435.83 -5.28% 11.38%

GLOBAL EQUITY 1 650.96 -5.33% -3.43%

EMERGING MARKET EQUITY 812.38 -5.96% -15.05%

OTHER

ALL BOND INDEX 494.45 -0.85% 2.80%

3 MONTH NCD YIELD 6.38 0.79% 0.47%

R/DOLLAR 12.96 1.12% 13.20%

R/EURO 14.77 3.68% 5.53%

R/POUND 20.22 1.60% 12.62%

GOLD 1 156.50 3.42% -3.56%

OIL (BRENT) 45.46 -7.58% -20.70%


