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LATE  ON A FR IDAY   
 

“Looking for the silver lining…” 
8 July 2016 

 

Investor optimism returned towards the end of the week, buoyed by the expectation that the major central banks will 

remain supportive of financial markets and stronger than expected US economic data. The minutes from the last US 

Fed meeting showed that officials were losing confidence in the need to tighten monetary policy any time soon and that 

the May slowdown in US employment and Brexit referendum uncertainty influenced their decision to keep rates on 

hold. Renewed concerns over Italian banks resurfaced this week, adding to the fallout from the Brexit decision, but 

attention was soon shifted to the US to assess if sustainable economic recovery remained intact. US data did not 

disappoint - both manufacturing and services data improved from the previous month; the much anticipated US payroll 

data showed that the economy added 287,000 jobs in June which was well above market expectations; the 

unemployment rate increased from 4.7% to 4.9%, but only because more people joined the labour force; and wages 

improved modestly and all together, the employment data eased fears over slowing momentum. 

 

In contrast to the US, where jobs data is on the rise, the South African employment backdrop worsened. The 

unemployment rate increased by 2.2% to 26.7% in the first quarter of this year as the economy shed 15,000 jobs. The 

high unemployment rate added to the downturn in consumer confidence which fell back during the first quarter. The 

latest vehicle sales data also reinforced that households are under pressure as vehicle sales fell by more than 10% 

from a year earlier. The International Monetary Fund downgraded South Africa’s growth outlook for this year to a mere 

0.1%. They cited the negative impact of China’s slowdown and weaker demand for commodities as key drivers of their 

revised outlook. 

 

 

The US economic outlook replaced Brexit as the 

focus of investors this week. Some support was 

found from the Bank of England that has 

emerged as one of the few pillars of hope for the 

British as it set out measures to fight a looming 

recession and amidst a currency that hit record 

low, becoming the worst performing currency in 

the world next to the Argentinian peso. The rand 

managed to break below the R19 level against 

the pound. 

 

Equity markets were irregular during the week. 

The local FTSE/JSE All Share Index lost 2.4% 

as emerging markets struggled. The worst 

performing sector was financials which closed 

more than 4% lower. Gold mining companies 

continued to perform well and gained 6% on the 

back of a firmer gold price. The Japanese Nikkei 

Index continued to decline amidst the strong 

yen. The yen benefitted from its perceived safe 

haven status. The oil price slipped back as 

concern grew over the strength of global growth 

and henceforth the demand for oil. 
 

DOMESTIC EQUITY WEEK CHANGE YTD CHANGE

JSE ALL SHARE 51,096.68 -2.41% 0.79%

JSE FIN 15 14,088.53 -4.03% -7.53%

JSE IND 25 69,039.61 -2.52% -3.78%

JSE RES 20 30,479.39 -1.25% 20.02%

JSE GOLD 2,594.61 6.00% 145.40%

JSE ALL SHARE 40 44,794.96 -2.65% -2.19%

INTERNATIONAL EQUITY

DOW JONES (USA) 17,895.88 -0.30% 2.70%

NASDAQ (TECH USA) 4,876.81 0.29% -2.61%

FTSE (LONDON) 6,551.75 -0.40% 4.96%

NIKKEI (TOKYO) 15,106.98 -3.67% -20.63%

GLOBAL EQUITY 1,643.94 -0.98% -1.13%

EMERGING MARKET EQUITY 826.99 -1.46% 4.14%

OTHER

ALL BOND INDEX 517.23 -0.39% 11.94%

3 MONTH NCD YIELD 7.43 0.00% 9.26%

R/DOLLAR 14.62 0.64% -5.43%

R/EURO 16.11 -0.61% -4.09%

R/POUND 18.90 -0.94% -16.18%

GOLD 1,345.93 0.44% 26.71%

OIL (BRENT) 46.78 -7.09% 25.48%


