
 

22 April 2016: “The new equity market barometer?” 

 

Movements in the oil price is increasingly dictating equity market direction. This strong correlation between the 

daily directional moves in equity markets to those of oil prices has been in place since last year November and 

continues to be until today. This week started on a poor footing as the world’s largest oil suppliers couldn’t reach 

a compromise over production freezes given Iran’s resistance to do so. Iran has only recently started to ramp up 

production following the sanctions that were imposed on it and is not willing to stop at such low levels. But 

sentiment remained upbeat in the oil market due to large scale strikes in Kuwait that shut down production and 

further evidence that new supply in the US is under pressure. The oil price pushed to its highest level this year and 

so did US equities, but mixed company earnings releases on Thursday caused the tide to turn and the S&P 500 

Index came off a 4 month high. The US earnings season is now well under way and with the earnings expectation 

hurdle set low, most companies have so far managed to beat analysts’ forecasts. 

 

Another support of equity markets has been monetary policy stimulus. The European Central Bank President kept 

policy unchanged at the central bank’s meeting this week, but said that they stood ready to step up stimulus if 

the outlook deteriorated further. He also urged critics to give the current round of stimulus measures some time to 

work before condemning it.   

 

South African consumer price inflation for March provided some relief as it decelerated from 7% to 6.3%. The 

slowdown was mainly due to base effects and worrisome was that food price inflation continued to increase at 

a rapid pace. The lower inflation reading didn’t change the inflation or interest rate outlook materially and the 

market continued to price in a further two interest rate hikes until the end of the year. 

 

 

 

  

The local equity market had a strong start to 

the week, but the gains faded and the 

FTSE/JSE All Share Index ended the week 

relatively flat. The resources sector continued 

to benefit from the slow improvement in global 

economic data and a stronger than expected 

Chinese economy. Dollar weakness also 

helped and the rand touched its best levels 

since last year December. Global equity 

markets were mixed. The Japanese Nikkei 

Index was the standout performer as the 

market awaited a strong response from the 

Bank of Japan for further stimulus that saw the 

yen depreciate. Oil experienced one of its 

strongest weekly gains this year with the price 

of Brent oil up 3.5%. The price of gold rose by 

1.5% to $1,245. 

DOMESTIC EQUITY WEEK CHANGE YTD CHANGE

JSE ALL SHARE 52,987.11 -0.10% 4.52%

JSE FIN 15 15,701.07 1.32% 3.06%

JSE IND 25 69,974.30 -2.09% -2.48%

JSE RES 20 31,788.48 3.70% 25.18%

JSE GOLD 2,065.59 -0.49% 95.36%

JSE ALL SHARE 40 46,543.49 -0.47% 1.63%

INTERNATIONAL EQUITY

DOW JONES (USA) 17,982.52 0.48% 3.20%

NASDAQ (TECH USA) 4,945.89 0.16% -1.23%

FTSE (LONDON) 6,319.91 -0.38% 1.24%

NIKKEI (TOKYO) 17,572.49 4.30% -7.68%

GLOBAL EQUITY 1,690.45 1.20% 1.66%

EMERGING MARKET EQUITY 853.69 0.83% 7.50%

OTHER

ALL BOND INDEX 500.03 0.49% 8.22%

3 MONTH NCD YIELD 7.35 0.34% 8.09%

R/DOLLAR 14.37 -1.04% -7.05%

R/EURO 16.19 -1.49% -3.61%

R/POUND 20.67 0.85% -8.33%

GOLD 1,245.94 1.54% 17.29%

OIL (BRENT) 44.60 3.48% 19.64%


