
 

19 February 2016: “Putting the bottom back!” 

 

This coming week Finance Minister Pravin Gordhan needs to step up to the plate in what is probably deemed the 

most crucial budget speeches in history. His duty will be to show that government is serious about reforming and 

cutting down on spending. The question is whether he has enough fiscal flexibility to prevent the credit rating 

agencies from cutting South Africa’s rating down to junk status. Moody’s issued stern warnings during the week, 

which included the rising risk that the South African economy could fall into recession due to the severe drought. 

 

Global market panic receded during the week as the Fed was concerned over global turmoil that might see it 

hold off on hiking interest rates over the coming months. But rising US inflation doesn’t take interest rate hikes 

completely off the table for the remainder of the year. US core inflation rose the most in four and a half years in 

January in what was seen as a broad-based increase.  Local consumer price inflation for January also rose more 

than expected from 5.2% the previous month to 6.2%. The sharper than expected rise was due to transport and 

drought-induced food price increases. With consumer price inflation having breached the Reserve Bank’s upper 

limit of the targeted band, the odds of a March interest rate hike increase has grown. 

 

The oil price found some support from the two largest suppliers of oil in the world, Saudi Arabia and Russia, which 

committed to freeze oil production at current levels to prevent the supply glut from growing even bigger. The 

agreement is dependent on other countries following suit, but it is an important step in stabilising the oil price. 

 

 

 

 

 

  

The local equity market followed global 

markets higher during the first part of the week, 

but the rally started to falter towards the end 

of the week. The FTSE/JSE All Share Index was 

0.7% higher for the week. Resources and 

financial shares were the main gainers with 

returns of 3.3% and 2.7% respectively. Gold 

mining shares bucked the trend as the gold 

price inched lower and the rand strengthened. 

The rand rallied against the other major 

currencies as global risk appetite improved 

and expectations that the Reserve Bank will 

hike interest rates again in March following the 

bigger than expected increase in inflation. US 

stocks experienced their strongest weekly 

advance since November 2015 as the Nasdaq 

Index rallied by 3.9%.  

DOMESTIC EQUITY WEEK CHANGE YTD CHANGE

JSE ALL SHARE 48,940.43 0.72% -3.46%

JSE FIN 15 14,650.86 2.73% -3.84%

JSE IND 25 66,933.67 -0.58% -6.72%

JSE RES 20 26,973.53 3.31% 6.22%

JSE GOLD 1,785.58 -8.01% 68.88%

JSE ALL SHARE 40 43,474.46 0.82% -5.07%

INTERNATIONAL EQUITY

DOW JONES (USA) 16,391.99 2.62% -5.93%

NASDAQ (TECH USA) 4,504.43 3.85% -10.04%

FTSE (LONDON) 5,950.23 4.25% -4.68%

NIKKEI (TOKYO) 15,967.17 6.79% -16.11%

GLOBAL EQUITY 1,538.17 3.48% -7.49%

EMERGING MARKET EQUITY 740.98 4.18% -6.69%

OTHER

ALL BOND INDEX 485.31 0.70% 5.03%

3 MONTH NCD YIELD 7.05 0.00% 3.68%

R/DOLLAR 15.38 -3.09% -0.55%

R/EURO 17.14 -4.14% 2.04%

R/POUND 21.99 -3.60% -2.47%

GOLD 1,231.15 -0.69% 15.90%

OIL (BRENT) 33.01 -1.05% -11.45%


