WEEK IN REVIEW 22 JuLY 2016

L

WEEKLYWRAP 22 July 2016

INVESTMENT PLANNING « RETIREMENT PLANNING + OFFSHORE INVESTMENTS

TAX PLANNING « ESTATE PLANNING -

BRENTHURST

THE HOME OF WEALTH

GLOBAL MARKETS

LIFE INSURANCE

THE POWER OF INDEPENDENT ADVICE

FLIGHT TO SAVE HAVEN ASSETS SHORT LIVED

Risk-off trade dominated global sentiment as
markets opened on Monday following an attempted
coup in Turkey, which further demonstrated the
uncertain geo-political climate in the middle-east.
The flight to safe haven assets was however short
lived, with developed market bond yields coming off
recent lows and the German 10yr bund moving into
positive territory for the first time since the Brexit
vote. Gold ended the week down -1.1% and most
equity markets closed marginally positive, the MSCI
World Index up 0.4%.

In reaction to the attempted coup over the previous
weekend, Turkey has now declared itself in a state of
emergency, with President Tayyip Erdogan vowing to
cleanse all “viruses” within the armed forces and to
remove perceived enemies of the state. The three-
month emergency status gives the president and his
cabinet almost complete control to bypass parlia-
ment when drafting new laws and to restrict or
suspend rights and freedoms, ostensibly to tackle a
“threat to democracy.” In reaction, western leaders,
including France and Germany, have raised serious
concerns that the state of emergency will do exactly
the opposite and is instead being used to acquire
more power for the presidency.

Despite attempts by the Turkish finance minister to
restore confidence in the economy, S&P downgraded
Turkey’s sovereign credit rating further into non-
investment grade territory. S&P now has both Tur-
key’s foreign & domestic currency at noninvestment
grade, with foreign currency being rated at BB with a
negative outlook and domestic currency at BB+.
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The Borsa Istanbul Index was down almost 13% over
the week and the Turkish Lira depreciated over 5%
against the USD, hitting all-time record lows.

In the EU, the ECB released their monthly monetary
policy statement, keeping European central bank
rates on hold. In his statement, ECB president Mario
Draghi announced that the Eurozone might benefit
from a “public backstop” for bank rescues, sending
the Eurozone bank index soaring. Draghi also
commented on the Brexit situation, cautioning that
large uncertainties still remain and that the world
should be careful of relying on any forecasts until the
negotiations have been completed. This was subse-
guent to the release of the IMF's World Economic
Outlook where it downgraded its global growth fore-
casts for 2016 and 2017 to 3.1% and 3.4%, largely as
a result of lower growth expected out of the EU and
the UK.

More specifically, the IMF downgraded global growth
to 3.1% (from 3.2%) and 3.4% (from 3.5%) for 2016
and 2017 respectively. This is however based on the
assumption that the EU and UK negotiate a deal that
does not lead to increases in economic barriers. Ac-
cording to the IMF, if talks were to break down,
growth could slow even further to 2.8% in both years.

Looking to the week ahead, focus will largely be
on the Fed which will conclude its latest FOMC policy
meeting on Wednesday. Whilst there is no expecta-
tion of a rate hike this time round, the market will be
interested in seeing to what extent the door is open to
a hike at the next meeting scheduled for September.
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South Africa had a relatively quiet week with
much of the attention being on global news
flow. However, while the search for vyield
continues amidst a low global yielding environ-
ment, emerging markets remain beneficiaries as
does South Africa. The Rand strengthened over
the week and is now the top performing curren-
cy among its EM peers, both month and YTD.
The Rand closed the week at ZAR/USD 14.33.

June CPI data was released, with both headline
and core CPl increasing slightly but coming in line
with expectations. Headline CPIl increased to
6.3% y/y from 6.1% in May and core CPI rose to
5.6% vy/y from 5.5%
The increases can largely be attributed to higher

the previous month.

food prices, with food inflation rising 11% vy/y.
Subsequent to the CPI data prints, the MPC
released their monetary policy statement, keep-
ing rates on hold at 7%.

The committee indicated that they are cognisant
of the growth pressures the economy is facing
and while they still see upward inflationary pres-
sures, the slight moderation of late has allowed
them to pause in their interest rate hiking cycle.
Risks to the inflation outlook however remain to
the upside, especially from rising food prices and
the possible negative impact of Brexit on global
economies.

The JSE All Share Index closed the week slightly
negative, down -0.2% w/w. Most sectors where
positive over the week, however resources pulled
the index down posting, -4.0% w/w (total return).

CONTACT ANY OF OUR FINANCIAL PLANNERS
TO DISCUSS YOUR INVESTMENT STRATEGY.

All our Financial Planners are CFP® Professionals
and members of the Financial Planning Institute
of Southern Africa. They are highly qualified to
give advice on all investment matters.

__—_

JHB SEMINAR: 14 SEPTEMBER 2016
OFFSHORE ASSETS — SHOULD | DECLARE OR NOT?

TIME:
VENUE:
INFO:

16:00 to 18:00

Da Vinci Hotel and Suites, Nelson Mandela Square, 5t Street, Sandton

Daleen 011 799 8100 or pr@brenthurstwealth.co.za

PRESENTERS: Magnus Heystek, Charles van Staden & Ernie Lai King, Hogan Lovells

http://gkt.io/p7m4MO0

BOOK NOW—SEATS ARE LIMITED!
PREFERENCE WILL BE GIVEN TO BRENTHURST CLIENTS

Taxpayers with undeclared offshore assets will have six_months to regularise their_affairs in
exchange for tax and exchange-control relief after 1 October 2016. If you are affected attend the
FREE Brenthurst Wealth Hogan Lovells seminar to learn more about how to manage the process.
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WEEK AHEAD —

UPCOMING ECONOMIC EVENTS

DATE EVENT PERIOD SURVEY PRIOR
SOUTH AFRICA
© 07/28/16 PPl YoY Jun 6.90% 6.50%
i 07/29/16 Trade Balance Rand lun 18.7b
5
N UNITED STATES
& 07/26/16 New Home Sales lun 560k 551k
Dé 07/27/16 Durable Goods Orders lun -0.011 -0.023
2| 07/27116 FOMC Rate Decision Jul
HJJ 07/29/16 Employment Cost Index 2Q 0.006 0.006
= 07/29/16 GDP Annualized QoQ 2Q 0.026 0.011
EURO AREA
07/28/16 Business Climate Indicator Jul 0.15 0.22
07/28/16 Consumer Confidence Jul -79 -79
07/29/16 Unemployment Rate lun 10.10% 10.10%
07/29/16 CPI Core YoY Jul 0.90% 0.90%
07/29/16 GDP SA YoY 2Q 1.50% 1.70%
JAPAN
07/25/16 Trade Balance Jun ¥474.4b -¥40.7b
07/29/16 lobless Rate lun 0.032 0.032
07/29/16 Natl CPI YoY lun -0.004 -0.004
07/29/16 BOJ Policy Rate Jul

This report was compiled in association with Counterpoint Asset Management. www.cpam.co.za

COMMON ABBREVIATIONS USED FOR ECONOMIC INDICATOR TERMS

PPI Producer price index (shows trends within the wholesale markets which feed through into inflation)
PMI Purchasing managers index (indication of the economic health of the manufacturing sector)

GDP Gross domestic product

ECB European Central Bank

cl Confidence Index

MoM Month-on-month

YoY Year-on-year

QoQ Quarter-on-quarter

SA Seasonally adjusted

NSA Non-seasonally adjusted
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WEEKLY TICKER

CURRENCIES

Description Classification Currency | Exchange Rate Week Month-to-Date [Year-to-Date
ZAR/USD ZAR/USD ZAR 14.33 1.93% 2.80% 7.98%
ZAR/Pound ZAR/GBP ZAR 18.81 2.60% 4.27% 21.23%
ZAR/Euro ZAR/EUR ZAR 15.72 2.46% 3.93% 7.00%
Dollar/Euro** USD/EUR UsD 1.10 -0.53% -1.19% 1.03%
Yen/Dollar YEN/USD YEN 106.09 -1.19% -2.72% 13.32%

COMMODITIES

Description Classification Currency | Commodity Price (Week Month-to-Date [Year-to-Date
Gold Gold Spot usD 1318 -1.10% -0.29% 24.22%

Brent Crude Oil ICE Brent Futures usb 46 -4.03% -8.25% 7.29%

Platinum Platinum Spot USD 1 075 -0.90% 4.90% 20.53%

Copper LME 3 month Copper UsD 4920 0.04% 1.55% 4.57%

Silver Silver Spot UsD 19 -2.97% 4.18% 40.79%

GLOBAL EQUITY INDEXES
(TOTAL RETURN)

Description Index Currency [Index Value Week Month-to-Date [Year-to-Date
Global MSCI World* UsD 1707 0.38% 3.33% 4.38%

United States S&P 500 UsD 4117 0.64% 3.74% 7.72%

Europe Euro Stoxx 50 EUR 5804 0.46% 3.83% -6.77%

Britain FTSE 100 GBP 5397 0.92% 3.49% 10.34%
Germany DAX EUR 10 147 0.80% 4.83% -5.54%

Japan Nikkei 225 JPY 25 154 0.78% 6.75% -11.76%
Emerging Markets MSCI Emerging Markets [USD 869 0.17% 4.56% 11.38%

SOUTH AFRICAN EQUITY IN-
DEXES (TOTAL RETURN)

Description Index Currency | Index Value Week Month-to-Date |Year-to-Date
All Share JSE All Share ZAR 7210 -0.15% 1.53% 5.92%
Top 40 JSE Top 40 ZAR 6292 -0.36% 0.69% 2.30%
Shareholder Weighted JSE SWIX ZAR 19 115 0.65% 2.35% 9.78%
Small Companies JSE Small Cap* ZAR 60 177 0.49% 1.52% 15.73%
Resources |SE Resource 20 ZAR | 878 -3.98% 2.60% 23.68%
Industrials JSE Industrial 25 ZAR 13183 0.24% 0.40% 0.11%
Financials JSE Financial |5 ZAR 7 643 1.87% 2.47% 1.42%
SA Listed Property JSE SA Listed Property  [ZAR 2 151 1.73% 2.82% 12.72%
Preference Shares JSE Pref Shares ZAR 1 846 0.58% 0.57% 14.61%
SOUTH AFRICAN FIXED INTER-

EST
Description Index Currency |Index Value Week Month-to-Date |Year-to-Date
All Bond BESA ALBI Index ZAR 518 -0.45% 0.73% 12.06%
Inflation Linked Bonds BESA CILI ZAR 247 -0.13% 0.02% 6.57%
Cash STEFI Composite* ZAR 345 0.14% 0.44% 0.14%

Disclaimer: The document should not be seen as an offer to purchase any specific product and is not to be canguiddnas auiog form whatsoever. Investors are encouraged to obtain independent professional investn
advice before investing. Investors should be aware that investing in a financial product entails a level ofsigk which éepenca t u r e
risk profile and investment objectives. Past performance is not necessarily a guide to future performanceciiugtusttensaimdexnderlying investments may cause the value of international investments or underlying investme

*Price Index (not Total Return) ** Negative indicates Euro weakness

of

the

investment .

included in the mandate, to go up or down. lllustrations are not guaranteed but are for illustrative purposes\edythBseathAtghorised Financial Service Provider (FSP NO. 7833)
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