
 

 

03 June 2016: “The rating game…” 

Today ratings agency Standard and Poor (S&P) will decide whether or not to downgrade South 

Africa’s sovereign foreign credit rating. South Africa received its first downgrade from S&P in 2011 and 

again in June 2014, with the latter downgrade motivated by labour issues and failure to show 

economic growth at the time. In this review S&P has turned their focus to the current economic growth, 

political stability and structural reform on state owned enterprises. To hold off the downgrade, S&P will 

need to be convinced that the government has taken the needed steps to address these issues. 

However, even if S&P decides not to downgrade South Africa today, it will merely shift the inevitable 

downgrade to December 2016. 

 

The Barclays Purchasing Managers’ Index, compiled following a survey of purchasing managers, 

dropped to 51.9 points for the month of May, down from 54.9 points in April. Despite the three point 

drop, this is the third consecutive month that it remained above the neutral level of 50 points which 

would show contraction in the sector. Local manufacturers however still face pressure on input costs 

as the Price Index increased by 3.1 percent, largely driven by a 10.4 percent weakening in the Rand 

and a 5.6 percent increase in Crude oil prices. 

 

The US non-farm payrolls is one of the most important indicators of the health of the US economy, with 

soft employment figures being a source of concern. In May, the US only added 38 000 jobs, missing 

the market expectations of 160 000 and resulting in its lowest figure in six years. The unemployment 

rate dropped to 4.7 percent which was driven mostly by Americans leaving the labour force. The 

report also showed a deceleration across all economic sectors. This marks the last major employment 

data to be released before the Federal Open Monetary Committee meeting in mid-June.  

 

DOMESTIC EQUITY   

WEEK  

CHANGE 

YTD 

CHANGE 

JSE ALL SHARE 53,716.91  -0.51% 5.96% 

JSE FIN 15 15,320.44  0.14% 0.56% 

JSE IND 25 73,703.95  0.35% 2.72% 

JSE RES 20 30,658.63  -4.25% 20.73% 

JSE GOLD 1,986.09  1.09% 87.84% 

JSE ALL SHARE 40 47,677.99  -0.68% 4.11% 

INTERNATIONAL EQUITY       

DOW JONES (USA) 17,838.56  0.06% 2.37% 

NASDAQ (TECH USA) 4,971.36  1.42% -0.72% 

FTSE (LONDON) 6,185.61  -1.24% -0.91% 

NIKKEI (TOKYO) 16,562.55  -1.62% -12.98% 

GLOBAL EQUITY 1,673.77  0.10% 0.66% 

EMERGING MARKET  

EQUITY 809.35  0.80% 1.91% 

OTHER       

ALL BOND INDEX 496.14  0.60% 7.37% 

3 MONTH NCD YIELD 7.38  -0.07% 8.46% 

R/DOLLAR 15.58  -0.27% 0.77% 

R/EURO 17.35  -0.50% 3.31% 

R/POUND 22.43  -2.02% -0.54% 

GOLD 1,212.40  -0.57% 14.14% 

OIL (BRENT) 50.04  2.19% 34.23% 
 

The European Central Bank decided 

to leave interest rates unchanged. It 

does however expect inflation to 

pick up in the second half of 2016, 

warning that the “Brexit” vote 

remains a threat. 

 

Oil gained 2.19 percent this week, 

trading above US$50 per barrel. Support 

in the price came from the U.S Energy 

Information Administration which 

announced a drop of 1.4 million barrels 

in crude inventories and reporting a third 

consecutive weekly decline. OPEC 

members refrained from changing oil 

output during their meeting on Thursday 

as they failed to reach consensus on the 

oil ceiling.  

 


