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S U M M A R Y 

August saw continued refinement of reactions by investors to Brexit, as many sought signals from major Central 

Banks to provide direction. The Bank of England (BoE) held interest rates steady in July but announced a 25 basis 

points cut in August including government bond purchases of £60 billion taking the total stock of these asset 

purchases to £435 billion. The BoE’s near-term forecast for GDP growth is flat, while they see unemployment rising 

with inflation gaining momentum as the pound’s value continued to fall. In the US, economic activity continues to 

expand, led by solid growth in household spending. However, exports have been restrained due to weaker global 

demand, most notably from China. Business investment remains subdued with the situation exacerbated by the 

appreciation of the dollar since mid-2014, making US exports less competitive. While economic growth has been 

meagre, it has been sufficient to generate further improvement in the US labour market. Wages in the United 

States increased 4.06% in July over the same month in the previous year. Inflation has continued to run below the 

Federal Reserve’s objective of 2%, reflecting in part the short-term effects of earlier declines in energy and import 

prices. The US dollar was bolstered by a string of positive economic data out of the world’s largest economy and a 

renewed belief that the Fed could raise its target rate before the end of the year. This was confirmed by Janet 

Yellen at Jackson Hole as well. At present, the market is pricing in a 54% chance of a Fed hike in December. On 

the contrary a recent dip in inflation in Japan saw Governor Haruhiko Kuroda reiterate his readiness to ease 

monetary policy further. At the moment, the US Federal Reserve is holding off raising US interest rates partly 

because of worries about the global economy. The IMF, World Bank and OECD, the three most influential global 

economic organisations, have all recently cut global growth forecasts for 2016 in part because of a diminished 

trade outlook.   

After a few months of strong gains in certain asset classes (on the back of a global search for yield), particularly in 

emerging markets, local political disruptions in August have dashed any recent hopes for a sustained recovery in 

the local economy, reminding us that political risk is an inherent part of the SA investment landscape. The month of 
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August saw SA equities more in favour, albeit marginally. However, as valuations appear relatively demanding 

right now this may stifle investors’ risk appetite in the near future. The SA Listed Property Index, which has 

garnished strong returns year-to-date (+7.65%), came under pressure during the month, falling almost 5% on a 

total return basis. Local bond yields also increased, mainly due to mixed economic data, the political turmoil 

surrounding finance minister Pravin Gordhan, and a volatile rand. 

Developed market equities (-0.13% in USD and +5.99% in ZAR) underperformed emerging market equities 

(+2.31% in USD and +8.58% in ZAR) in August. Developed market property lost 2.81% in USD, while local 

investors experienced a 3.14% return due to rand weakness. Meanwhile, global bonds shed 0.49% in USD, but 

gained 5.61% in ZAR, underperforming their equity counterpart. Locally, the ALSI posted a marginal gain of 0.27% 

(-5.52% in USD), largely due to the weak performance by Retailers (-11.29%), Financials (-3.23%), Industrials       

(-2.08%) and Resources (-0.85%). In August SA Industrials (including dual-listed companies) led the sectors 

adding 1.92%, while SA Listed Property (one of the four traditional asset classes) recorded the lowest total return  

(-4.89%). Financials fell 3.23% amid a tough month for some of the country’s largest retail banks. Fixed interest 

returns declined sharply in August with the ALBI returning -1.72%. However, year-to-date it remains the top 

performing asset class (+11.72%). The longer end of the yield curve (12yrs+) was the worst performing, returning   

-2.14%, followed by the 7-12yr bonds (-1.62%) end of the curve. The shorter end, 1-3yrs, was the best performer, 

returning +0.10%. Cash was the best performing fixed interest asset class returning +0.62%. However, year-to-

date it still remains the lowest performing fixed interest asset class (+4.78%). Year-to-date the ALSI has returned a 

muted 5.82%.  

 

Source: I-Net - 1 September 2016 

 

BONDS +11.72% 

EQUITY +5.82% 

PROP +7.65% 

CASH +4.78% 
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L O CA L  O VE R VI EW  

South Africa’s annual headline inflation dipped to a seven-month low of 6% y/y in July, decreasing from 6.3% in 

June 2016. It is the lowest inflation figure so far this year as the cost of electricity and other fuels rose at a slower 

pace, while food inflation reached a seven-year high. Inflation was mainly driven by higher food and non-alcoholic 

beverage prices (11.3%). The cost of housing and utilities made the second largest contribution. The price of 

electricity and other fuels rose 7.4%, following an 11.3% surge in the previous month. Prices of miscellaneous 

goods and services increased at a slower rate: 7% in July compared to 7.2% in June. Transport inflation also 

eased to 3.1% from the previous month’s 3.3%. On a monthly basis, consumer prices increased 0.82%, following a 

0.58% increase in June.   

 

 Mar’16 Apr’16 May’16 Jun’16 Jul’16 Aug’16 

CPI (y/y) 6.3% 6.2% 6.1% 6.3% 6% - 

PPI (y/y) 7.1 7% 7% 6.5% 7.4% - 

Sources: SA Reserve Bank, Statistics SA, I-Net, BER, Trading Economics, MorningStar, Reuters 

 

South Africa recorded yet another trade surplus of R5.22 billion in July from a downwardly revised surplus of 

R12.47 billion in June. The figure came in below market expectations of an R8.1 billion surplus, as exports fell by 

9%. Imports decreased at a slower pace (2.4%). Exports decreased by R9.4 billion to R95.72 billion in July from a 

downwardly revised R105.16 billion in the previous month, as outbound shipments dropped for precious metals 

and stones (-22%); wood pulp & paper (-18%); base metals (-11%); vegetable products (-9%) and mineral 

products (-3%). Vehicles & transport equipment sales rose by 4%. The major export destinations were China (8.1% 

of total exports), Germany (7.6%), the US (7.4%), Japan (5.1%) and Namibia (4.9%). Imports decreased by R2.2 

billion to R90.5 billion in July from a downwardly revised R92.6 billion in the previous month, as equipment 

components (-10%); machinery and electronics (-6%) and chemicals (-5%) declined. Animal/vegetable fats (+63%) 

and base metals (+9%) however increased. The main import partners were China (18.1% of total imports), 

Germany (13%), the US (6.1%), India (4.8%) and Nigeria (4.5%).  

 

 31 Aug ’14 31 Aug ‘15 31 Aug‘16 

USD/ZAR 10.66 13.27 14.69 

GBP/ZAR 17.69 20.37 19.30 

EUR/ZAR 14.00 14.88 16.40 

Sources: SA Reserve Bank, Statistics SA, I-Net, BER, Trading Economics, MorningStar, Reuters 

 

Locally, the ALSI was relatively flat in rand terms (0.27%). However, due to the rand weakening significantly 

against major currencies it lost 5.52% in USD, with property leading the losses (-4.89% in ZAR) across the four 

major sectors. August was characterised by a few significant events in the property sector. A large number of 

property companies reported their interim or full-year period financial results, including some announcing corporate 

activities such as new listings and potential mergers/take-overs. By market-cap, small-caps led the gains, rising 
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1.66%. The Top 40 followed suit, increasing 1.19% in ZAR, as large rand-hedge constituents benefited from the 

weakening of the rand. In contrast to previous months mid-caps lost 4.91%.  

Consumer services (+4.19%) was the top performing sub-sector followed by consumer goods (+3.57%). 

Telecommunications (-10.59%) was the worst performing sub-sector for a consecutive month, followed by health 

care (-1.74%). The Gold Mining sub-sector produced an inverse performance to last month, returning -16.34% in 

August (however, it remains up 137.86% year-to-date) with major miners AngloGold Ashanti returning -20.90% and 

Harmony Gold tumbling 16.24%. Other smaller mining companies that struggled in August were Lonmin (-14.03%), 

Gold Fields (-12.39%) and Sibanye Gold (-11.17%). BHP Billiton bucked the trend in the materials sector returning 

a solid +8.36%. Rand-hedge stocks in the Top 40 fared well in August as the rand weakened under renewed 

political uncertainty. Naspers (+10.38%), Intu Properties (+10.00%), BHP Billiton (+8.36%), Mondi PLC (+6.80%), 

Capital & Counties (+6.72%), SABMiller (+5.03%) and British American Tobacco (+3.35%) were the best 

performing large-cap stocks, while AngloGold Ashanti (-20.90%), Mr Price (-19.41%) and MTN (-14.31%) were the 

worst performing large-caps. The financial index declined 3.23%. It was dragged down by major banks and 

diversified financial stocks in the Top 40 index, namely, Firstrand (-9.30%), Capitec (-5.35%), Sanlam (-4.46%), 

Discovery (-4.12%) and Standard Bank (-3.90%). Despite SA equities providing an overall positive return, 

foreigners were net sellers of R2.4 billion worth of equities in August compared to the R3.5 billion sell-off in July. 

Overall foreigners are net sellers of R82.9 billion worth of equities YTD. 

 

Local fixed income markets saw lacklustre returns over the month, with the ALBI (-1.72%) underperforming 

inflation-linked bonds (-0.46%) as well as cash (+0.62%). Preference shares fared better against the ALBI as well, 

generating a return of -1.41% for the month. The longer end of the yield curve (12yrs+), was the worst performing 

interest-bearing asset class, returning -2.14%, followed by 7-12yr bonds (-1.62%). The shorter end of the yield 

curve (1-3yrs) was the best performer, returning +0.10%.  SA listed property (a hybrid asset class) showed a sharp 

fall, returning -4.89% in August but year-to-date is still up 7.65%. 
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For the month, foreigners were net sellers of R1.02 billion worth of bonds but remain net buyers of R23.9 billion 

bonds YTD. In August, SA’s currency weakened significantly against major global peers: the US dollar (+6.13%), 

the euro (+5.77%), the yen (+4.64%) and the pound sterling (+5.63%). Year-to-date the rand has strengthened      

(-4.98%) against the US dollar, as well as against the pound (-14.37%) and against the euro (-2.38%). It has 

depreciated against the yen (+10.58%).    

G LO BA L  O VE RV I EW  

Global markets meandered through August as uncertainty remained two months after the Brexit vote. Economic 

data released in August showed that the global economy slowed in the second quarter, as weaker trade patterns 

reflected “fresh” economic struggles in various countries, including weaker consumer demand, a main driver of 

growth. While overall global export volumes fell by 0.7%, this was not across all countries. The US showed a 

strong resurgence in export activity, rising 0.4%, after declining the previous two quarters. Export volumes also 

climbed 1% in Japan, with the Eurozone being the major laggard. In terms of global commodities, gold tapered off 

in August, as investors opted for riskier assets following the rally in the US dollar. The price of platinum ended 

lower in the absence of new fundamental drivers. The price of Brent Crude oil remained robust in August, staging 

an 8.5% recovery from the decline in July. Year-to-date Brent Crude is up 26%.  

On a monthly total return basis, global financial services returned 5.5% in USD, 6.9% in pound sterling (GBP) and 

11.9% in ZAR. This was followed by technology which returned 2.2% in USD, 3.6% in GBP and 8.5% in ZAR. Over 

a one year period global real estate remains the top performing sector in USD (+22.9%), GBP (+44.3%) and ZAR 

(+36.3%). The worst performer in August was utilities, returning -5.5% in USD, -4.3% in GBP and +0.2% in ZAR. 

This was due to the slowing growth in the US residential systems in some of their top utility markets. However, 

healthcare (+2.7% USD, +20.6% GBP and 13.9% ZAR) remains the worst performing sector on a total return basis 

over the last year.   
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In rand terms, emerging market equities (+8.58%) outperformed global developed market equities (+5.99%) in 

August as the rand depreciated 6.13% against the US dollar. The MSCI Developed World Index shed 0.13% in 

USD but gained 1.70% in GBP. The MSCI Emerging Markets Index gained 2.13% in USD and 2.90% in GBP over 

the month. Developed market property returned -2.81% in USD whereas global bonds returned -0.49% in USD. 

Looking at developed markets, the majority of global equity indices yielded positive returns in rand terms due to the 

rand’s sharp depreciation. Hong Kong’s Hang Seng index (+11.15% ZAR, +4.73% USD and +6.70% GBP), the 

German DAX (+8.12% ZAR, +2.11% USD and +3.50% GBP) and the US NASDAQ (+7.12% ZAR, +0.99% USD 

and +1.70% GBP) were the best performers for the month. In emerging markets, China’s Shanghai Composite 

index gained 3.56% in its base currency, 8.50% in ZAR, 2.23% in USD and 4.70% in GBP. While the Brazilian 

Bovespa equity index advanced 1.03% in its base currency. The US dollar strengthened against the euro (-0.11%) 

and the British pound (-0.64%). 

 

 

 

 
 

Sources: SA Reserve Bank, Statistics SA, I-Net, BER, Trading Economics, MorningStar, Reuters 

 

 

Spot Rates 31 Aug ’14 31 Aug ‘15 31 Aug ‘16 

USD/EUR 1.31 1.12 1.12 

USD/GBP 1.66 1.54 1.31 

Yen/USD 104.07 121.20 103.33 


