
 

27 November 2015: “A toxic year-end cocktail!” 

The South African economy narrowly avoided falling into a technical recession in the third quarter of this year, 

but growth was much weaker than expected and the outlook does not look set to improve any time soon.  

Weak growth conditions were echoed by the RMB/BER Business Confidence Index that dropped further from the 

previous quarter to its weakest level in 5 years. Business confidence in consumer demand and manufacturing 

related sectors were particularly weak. GDP growth for the third quarter of this year came in at 0.7%, reversing 

some of the 1.3% contraction that took place the previous quarter. Year-on-year growth of 1.0% was the poorest 

display of yearly performance since the final quarter of 2009 and makes the forecasted growth rate for this year 

of 1.5% near impossible to achieve. The agriculture, mining and utilities sectors all detracted from growth. The 

poor growth backdrop, on top of last week’s interest rate increase and the projected rise in food prices due to 

the recent local drought does not bode well for the economy and there is a growing risk that the country might 

be facing a credit rating downgrade from at least one of the global credit rating agencies over the coming year. 

Fitch was rather vocal this week over emerging market countries that are exposed to rating downgrades in 2016. 

 

In contrast to the weak domestic growth, US GDP growth for the third quarter of this year was revised up to 2.1% 

from the initial estimate of 1.5%. The robust growth boosted expectations that the US Fed will hike interest rates on 

the 16th of December. The increased probability of a US rate hike send the dollar stronger against most currencies 

and commodity prices weakened further. The Chinese currency headed towards its worst level in nearly 3 months 

and high yielding emerging market currencies followed suit. The Turkish lira dropped in response to Russian 

retaliation over the downing of one of their war planes. 

 

 

 

 

  

European shares headed to 3 month highs on 

speculation that the European Central Bank 

will add further stimulus measures. US stock 

markets grew more comfortable with the 

prospect of higher interest rates next month 

and despite a quiet week due to the 

Thanksgiving holidays, they edged higher. 

Emerging market currencies sold off in 

anticipation of higher US rates and the rand 

depreciated to R14.34 against the US dollar – 

nearly 3% weaker for the week! The local 

equity market also lost some steam and closed 

0.4% lower. The FTSE/JSE All Share Index is still 

4.6% higher for the year to date, but this return 

(excluding dividends) is weaker than what 

investors would have achieved if they were 

invested in a money market investment.   

DOMESTIC EQUITY WEEK CHANGE YTD CHANGE

JSE ALL SHARE 52,056.94 -0.35% 4.59%

JSE FIN 15 16,506.58 -0.54% 5.53%

JSE IND 25 72,271.61 0.54% 15.91%

JSE RES 20 26,503.99 -6.84% -36.79%

JSE GOLD 889.29 -1.52% -22.33%

JSE ALL SHARE 40 46,764.93 -0.42% 6.36%

INTERNATIONAL EQUITY

DOW JONES (USA) 17,813.39 -0.06% -0.05%

NASDAQ (TECH USA) 5,116.14 0.22% 8.03%

FTSE (LONDON) 6,384.84 0.79% -2.76%

NIKKEI (TOKYO) 19,883.94 0.02% 13.94%

GLOBAL EQUITY 1,703.84 0.06% -0.34%

EMERGING MARKET EQUITY 838.09 -0.64% -12.36%

OTHER

ALL BOND INDEX 498.21 -0.49% 3.58%

3 MONTH NCD YIELD 6.60 -0.75% 3.94%

R/DOLLAR 14.34 2.94% 25.24%

R/EURO 15.17 2.16% 8.41%

R/POUND 21.58 2.43% 20.21%

GOLD 1,065.53 -1.50% -11.15%

OIL (BRENT) 45.02 0.81% -21.47%


