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LATE ON A FRIDAY  
 

“The waiting game…” 

26 August 2016 

 

The day is finally upon us - prominent central bankers, finance ministers, economists and market participants have all 

made their way to Jackson Hole, Wyoming for the Fed’s annual symposium that kicked off yesterday. On occasions, 

former US Fed Chairman, Ben Bernanke, used this platform to indicate major changes in monetary policy. Back in 

2012, Bernanke staunchly defended the Federal Reserve’s two previous rounds of large asset purchases and further 

signalled that the central bank may be gearing up to launch a third round of quantitative easing to stimulate the 

economy. Two years later the president of the European Central Bank (ECB), Mario Draghi, stole the show at Jackson 

Hole by raising market expectations and alluding to the possibility that the ECB may follow in the footsteps of Bernanke. 

Fast forward four years later and it’s no wonder that today’s speech by Fed Chair, Janet Yellen, has been touted to be 

the highlight of the symposium.  

 

Low interest rates, quantitative easing, forward guidance, and now, negative interest rates have all been wheeled out. 

There has also been a decline in the The Federal Open Market Committee’s (FOMC) forecasts for the long-run level 

of the Federal Funds rate during recent years. The lower average interest rates would leave central bankers with less 

scope to loosen policy in response to a future downturn. This makes the title of this year’s conference: “designing 

resilient monetary policy frameworks for the future” all the more relevant for central bankers as they balance the 

dynamics between employment and inflation. Even though the stage is set for Yellen to give clarity on the Fed’s next 

course of action, there is a big probability that the Fed Chair may not want to show her hand by pre-empting the views 

of the rest of the FOMC ahead of the meeting next month. She may also err on the side of caution ahead of the August 

employment report which is due next week. In the meantime, markets have adopted a “wait-and-see” approach as they 

continue to ponder whether Yellen will sound as ‘hawkish’ as other Fed speakers of late.  

 

Economic data continued to help piece together the state of global economies. Yesterday saw the release of the US 

weekly jobless claims report. In this third straight-weekly decline in claims, the number of Americans filing for 

unemployment benefits unexpectedly slipped by 1000, suggesting the labour market is continuing to gain momentum. 

New orders for durable goods - which refers to new orders placed with manufacturers for delivery of hard goods in the 

future - surprised to the upside, jumping 4.4% in July from June 2016.This follows an upwardly revised 4.2% drop in 

the previous period. Although the 4.4% rise was partly due to a substantial rebound in the ever-volatile commercial 

aircraft category, the details of the report provide tentative evidence that business equipment investment may be set 

for a gradual recovery. 

 

Locally, political developments captured market attention this week. The news that Finance Minister, Pravin Gordhan, 

is facing an investigation over a suspected surveillance unit (set up years ago when he was in charge of the tax service) 

unsettled investors. The Rand’s initial reaction to the story was to weaken 50 cents and an uptick in the five-year SA 

Credit Default Swap (CDS) spreads and bonds was observed. However, in relation to the pronounced moves observed 

in December 2015 (following the unexpected removal of former Finance minister Nhlanhla Nene) when USD/ZAR 

pushed up by R1.50 in the first few days and by almost R3.00 in the course of a month while CDS spreads traded over 

300 bps, the current moves seem less aggressive. With a ratings review edging closer, the waiting game is also in play 

on our local shores as we watch for further developments and await to find out if our investment grade will be affirmed. 

 

On the data front, South Africa's headline inflation settled near the upper end of the SARB’s target band of between 3 

and 6%. Consumer prices came in at 6% year-on-year in July - which was lower than the market expectation of 6.1% 

- and follows a 6.3% rise in the previous period. Although this is the lowest inflation figure to date this year (as cost of 

electricity and other fuels rose at a slower pace) Governor of the SARB, Lesetja Kganyago, cautioned that inflation 

would temporarily remain outside the bank's target range and was susceptible to sustained weakening in the currency. 
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Ahead of Janet Yellen’s speech, the JSE All 

share was trading in negative territory, 

however, for the week the local bourse is up 

almost 1%. The bulk of the support came from 

the industrials as investors poured   their 

money into Rand hedges. The sector posted 

a 2.5% gain, narrowing its YTD losses to 

under 0.5%. The financials took a big knock 

this week, falling by just over 3%. 

 

As traders stayed on the side-lines, global 

markets traded mostly weaker with the global 

equity index shedding more than half of a 

percent for the week. After weeks of rallying, 

the emerging market equity index gave back 

some gains as nervousness and uncertainty 

set in as a combination of global monetary 

policy and domestic political direction in 

South Africa came to the fore. 

 

The All Bond Index was also a casualty this 

week, down 4.5%. While the local unit 

buckled under pressure to touch a high of 

R14.33 against the greenback this week. The 

dollar remained on tenterhooks while 

commodities gold and oil, both gave up more 

than 1% for the week. 
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DOMESTIC EQUITY WEEK CHANGE YTD CHANGE

JSE ALL SHARE 53,371.09 0.98% 5.28%

JSE FIN 15 14,925.43 -3.05% -2.03%

JSE IND 25 71,435.04 2.49% -0.45%

JSE RES 20 32,461.85 1.75% 27.83%

JSE GOLD 2,516.23 -3.28% 137.98%

JSE ALL SHARE 40 46,710.50 1.51% 1.99%

INTERNATIONAL EQUITY

DOW JONES (USA) 18,448.41 -0.80% 5.87%

NASDAQ (TECH USA) 5,212.20 -0.53% 4.09%

FTSE (LONDON) 6,816.90 -0.56% 9.20%

NIKKEI (TOKYO) 16,555.95 0.06% -13.02%

GLOBAL EQUITY 1,727.30 -0.55% 3.88%

EMERGING MARKET EQUITY 898.10 -2.00% 13.09%

OTHER

ALL BOND INDEX 514.06 -4.48% 11.25%

3 MONTH NCD YIELD 7.40 0.00% 8.82%

R/DOLLAR 14.11 4.51% -8.68%

R/EURO 15.95 4.35% -5.01%

R/POUND 18.62 5.24% -17.39%

GOLD 1327.73 -1.27% 24.99%

OIL (BRENT) 49.38 -2.72% 32.46%


