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LATE  ON A FR IDAY   
 

S.A. creeps one step closer to junk status 
29 July 2016 

 

Fitch ratings agency quietly downgraded South Africa’s local currency Long-Term Issuer Default Rating to BBB- with a 

stable outlook, aligning it with the foreign currency rating, as one notch above junk status. This was due to the rating 

agency making changes to its sovereign methodology, consequently leading to 22 other countries also experiencing 

sovereign downgrades. The review in the criteria means that Fitch’s foreign and local rating will now move in unison, 

increasing the impact of a sovereign downgrade. Inclusion in global indices, such as the JP Morgan Global Bond Index, 

is dependent on the local currency rating and should South Africa be given junk status in local currency it would fall off 

such an index triggering outflows especially from passive investors. 

 

The US Federal Reserve left rates unchanged, although, hawkish tones in the statement could be observed, meaning 

that the possibility of a rate hike this year would be likely. The statement highlighted that near-term risks to the economic 

outlook have diminished.  The Fed was positive about labour market developments – given the strong figures observed 

in June, it highlighted the improvement in the US economic conditions. A December rate hike is highly probable as it 

would give the Fed enough time to assess the impact of Brexit as well as that of the upcoming US election in November. 

 

The JSE announced that it incorrectly reported equity inflows for May – 22 July due to a system glitch. It was initially 

incorrectly reported that foreign investors were net buyers of R98.1billion of South African equities, whereas it was later 

correctly reported that they were, in fact, net sellers of R36.3billion. 

 

DOMESTIC EQUITY   
WEEK 

CHANGE 
YTD 

CHANGE 

JSE ALL SHARE 53 282.16  0.66% 5.11% 

JSE FIN 15 15 155.75  0.46% -0.52% 

JSE IND 25 70 772.52  -0.21% -1.37% 

JSE RES 20 32 211.66  3.00% 26.85% 

JSE GOLD 2 822.60  2.90% 166.96% 

JSE ALL SHARE 40 46 390.00  0.33% 1.29% 

INTERNATIONAL EQUITY       

DOW JONES (USA) 18 456.35  -0.33% 5.92% 

NASDAQ (TECH USA) 5 154.98  1.60% 2.95% 

FTSE (LONDON) 6 721.06  -0.07% 7.67% 

NIKKEI (TOKYO) 16 476.84  -0.90% -13.43% 

GLOBAL EQUITY 1 707.59  0.13% 2.69% 
EMERGING MARKET 
EQUITY 875.52  0.50% 10.25% 

OTHER       

ALL BOND INDEX 521.48  0.30% 12.86% 

3 MONTH NCD YIELD 7.40  -1.33% 8.82% 

R/DOLLAR 14.12  -1.04% -8.66% 

R/EURO 15.64  -0.59% -6.90% 

R/POUND 18.58  -0.58% -17.59% 

GOLD 1 341.75  1.23% 26.31% 

OIL (BRENT) 43.23  -6.83% 15.96% 
 

The preliminary US Gross Domestic 

Product figures showed that the 

economy grew at a seasonally 

adjusted 1.2% in the second quarter, 

coming in lower than the expected 

2.6%. This is, however, a better figure 

than the first quarter where GDP was 

0.8%. 

 

The All Share Index had a strong 

week, gaining 66 basis points. This 

gain was largely supported by the rally 

in resources and gold which were up 

3.0% and 2.9% respectively.  

 

The All Bond Index is also 

experiencing a good run year-to-date, 

showing a 12.86% gain, outperforming 

the equity market by a large margin. 

This week’s 30 basis points gain was 

also supported by the appreciation of 

the rand against major currencies, 

especially the US dollar. 
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