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THE HOME OF WEALTH

GLOBAL MARKETS
WORLD WAITING FOR CENTRAL BANK POLICY

Emerging market currencies on the whole appreci-
ated last week due to a weaker USD. The Brazilian
real appreciated 0.76% for the week closing at
3.26/USD while the Polish Zloty traded at PLN3.86/
USD, an appreciation of 0.36%. Brent crude oil in
the meanwhile closed the week 4.67% lower at
USD46.56/bbl with renewed fears of oversupply
and sufficient demand globally. Markets were still
paying close attention to vital upcoming central
bank policy meetings (Bank of Japan, Bank of
England, South African Reserve Bank and most
importantly the US Federal Reserve Bank) as these
could impact markets substantially.

In her final speech before the September Fed policy
meeting, Fed governor Lael Brainard maintained
her dovish outlook despite the hawkish rhetoric
from the Fed in recent weeks. Ms Brainard cited
risks such as inflation being below the target band
and the impact that international risks may have on
the US economy, adding that caution should there-
fore be taken when hiking interest rates.

In economic news, US retail sales for August disap-
pointed at -0.3% m/m, when markets were
expecting a print of -0.1%. US producer price
inflation also came in lower than expected. Consen-
sus was for a print of 0.1% y/y and it came in at
0.0%. Industrial production also disappointed for
August coming in at -0.4% m/m vs expectations of
-0.2% m/m. With the FOMC policy meeting looming,
the dovish comments and disappointing economic
data lowered the probability of a rate hike.
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THE POWER OF INDEPENDENT ADVICE

In the UK, the Bank of England kept interest rates
unchanged at 0.25% as expected. However, they
hinted that there may be further rate cuts and
reiterated that the economic outlook has not
changed since Brexit, although data has come out
stronger than expected since then. The pound
depreciated on the back of this news trading 2.03%
lower at USD1.30/GBP for the week. Unemploy-
ment in the UK came in at 4.9% for the three
months ended July 2016 (lowest in 11 years), but
there are concerns that the post Brexit slow-down
in jobs growth may still be forthcoming.

In the east, industrial and consumer data out of
China came in better than expected. Industrial
production for August printed 6.3% y/y vs 6.2%
expected while retail sales came in at 10.6% y/y
above expectations of 10.2% y/y. Urban fixed asset
investments, which is viewed as a proxy for long
term spending, was up 8.1% y/y for August when
consensus was for 7.9%.

The MSCI World Index traded at 0.68% lower on
the week while the MSCI Emerging Markets index
ended the week 2.63% lower. As mentioned, focus
will now be on the central bank policy meetings
and if the Fed were to surprisingly hike rates, this
could be negative to emerging market currencies
and markets. A depreciation in the ZAR and a sell
off on the JSE would not be surprising in that
event.
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DOMESTIC MARKETS .

ALL EYES ON MOODY’S SAVISIT THIS WEEK
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Another global ratings agency has made the news
in South Africa this week. This time, Moody’s
revised their economic growth forecast for South
Africa downwards to 0.2% y/y for 2016 and 1.1%
y/y for 2017. They have also placed five State
Owned Enterprises (SOE), namely Eskom, the
Development Bank of South Africa, the Industrial
Development Corporation, SANRAL and Land
Bank on immediate review for downgrades due to
the increased risk of funding and liquidity
challenges these enterprises now face.

According to the September Quarterly bulletin
released by the South African Reserve Bank (SARB)
this week, the current account deficit compressed
to -3.1% of GDP in Q2 2016 when expectations
were for -3.0%. The trade balance has now swung
into a surplus of R33bn for Q2 2016 from a deficit
of R-48bn in Q1 2016. The trade surplus was
primarily due to a 9.1% increase in merchandise
exports owing to a lagged effect of a weaker rand.
However, merchandise imports also increased by
2.1%, driven mainly by agricultural and crude oil
imports.

Retail sales growth data for July, released by Stats
SA, came in at 0.8% y/y. This print was worse than
expected (1.9% y/y) and this was due to lower
consumer confidence, tighter financial conditions
and subdued growth in real household disposable
income. The main contributors to retail sales
growth were sales of non-durable and semi
durable goods, pharmaceuticals and toiletries
(6.3% y/y) and textiles/clothing (4.3% y/y) while
the detractors were durable items like furniture
and appliances (-8% y/y).

The JSE All Share index dropped -2.71% last week.
The largest movers were resources (JSE Resources
20 falling -4.28%) while the industrial and financial
boards both fell 2.45%. The rand was the best
performing emerging market currency, appreci-
ating 1.62% vs the dollar and closing at ZAR14.13/
USD last week.

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.

CAPE TOWN SEMINAR: 20 OCTOBER 2016

OFFSHORE ASSETS — SHOULD | DECLARE OR NOT?

16:00 to 18:00
THE WESTIN CAPE TOWN (Convention Square, Lower Long Street )

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

TIME:
VENUE:
INFO:

PRESENTERS: Magnus Heystek (Brenthurst Wealth) Charles van Staden & Ernie Lai King (Hogan Lovells)

http://goo.gl/R5BsQY

PREFERENCE WILL BE GIVEN TO BRENTHURST CLIENTS
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WEEK AHEAD

DATE EVENT PERIOD SURVEY PRIOR
SOUTH AFRICA
© 09/21/16 CPI YoY Aug 6.00% 6.00%
% 09/21/16 CPI Core YoY Aug 5.70% 5.70%
é 09/22/16 SARB Announce Interest Rate Se 7.00% 7.00%
z
n 09/20/16 Housing Starts Aug I 190k 1211k
= 09/21/16 FOMC Rate Decision Sep 0.50% 0.50%
% 09/21/16 Fed Summary of Economic Projections
E 09/22/16 Initial Jobless Claims Sep 260k 260k
> 09/22/16 Existing Home Sales Aug 5.45m 5.39m
Hj
= 09/22/16 ECB Publishes Economic Bulletin
09/22/16 Consumer Confidence Sep -8.3 -8.5
09/23/16 Markit Eurozone Manufacturing PMI Sep 51.5 51.7
09/23/16 Markit Eurozone Services PMI Sep 52.8 52.8
09/23/16 Markit Eurozone Composite PMI Se 52.8 52.9

09/23/16 MNI September Business Indicator

09/21/16 Trade Balance Aug ¥195.5b ¥513.5b
09/21/16 Exports YoY Aug -4.5 -14
09/21/16 BOJ Policy Rate Sep -0.10% -0.10%
09/23/16 Nikkei Japan PMI Mfg Sep 49.5

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

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

Description Classification Currency | Exchange Rate Week Month-to-Date |Year-to-Date
ZAR/USD ZAR/USD ZAR 14.13 1.62% 4.26% 9.48%
ZAR/Pound ZAR/GBP ZAR 18.41 3.59% 5.10% 23.84%
ZAR/Euro ZAR/EUR ZAR 15.77 2.30% 4.23% 6.66%
Dollar/Euro™* USD/EUR usD .12 -0.69% 0.03% 2.75%
Yen/Dollar YEN/USD YEN 102.09 0.39% 1.31% 17.76%
Description Classification Currency | Commodity Price |Week Month-to-Date |Year-to-Date
Gold Gold Spot uUsD 1315.69 -1.32% 0.51% 23.99%

Brent Crude Oil ICE Brent Futures UsD 46.52 -4.67% -0.79% 6.26%

Platinum Platinum Spot usD 1027.84 -4.34% -2.31% 15.29%
Copper LME 3 month Copper |USD 4788.00 3.35% 3.70% 1.76%

Silver Silver Spot uUsD 19.10 -1.39% 2.40% 37.94%

(TOTAL RETURN)

Description Index Currency |Index Value Week Month-to-Date |Year-to-Date
Global MSCI World* uUsD 1696.31 -0.68% -1.25% 4.14%

United States S&P 500 uUsD 4063.97 0.59% -1.37% 6.34%

Europe Euro Stoxx 50 EUR 5737.74 -3.86% 2.91% -7.85%

Britain FTSE 100 GBP 5429.17 -0.98% -1.00% 11.00%
Germany DAX EUR 10276.17 -2.81% -2.99% -4.35%

Japan Nikkei 225 JPY 25010.09 -2.63% -2.18% -12.27%
Emerging Markets MSCI Emerging MKTS |USD 885.45 -2.63% -0.74% 13.92%

SOUTH AFRICAN EQUITY
INDEXES (TOTAL RETURN)

Description Index Currency | Index Value Week Month-to-Date |Year-to-Date
All Share JSE All Share ZAR 7096.49 -2.71% -1.49% 4.25%

Top 40 JSE Top 40 ZAR 6219.70 -2.65% -1.56% 1.13%
Shareholder Weighted JSE SWIX ZAR 18707.97 -2.29% -1.03% 7.44%

Small Companies JSE Small Cap* ZAR 62593.25 0.16% 2.35% 21.20%
Resources JSE Resource 20 ZAR 1857.41 -4.28% -1.56% 22.32%
Industrials |SE Industrial 25 ZAR 12997.48 -2.45% -2.13% -1.30%
Financials |SE Financial 15 ZAR 7442.86 -2.45% -0.10% -1.24%

SA Listed Property JSE SA Listed Property |[ZAR 2008.83 -1.91% -2.23% 5.25%
Preference Shares |SE Pref Shares ZAR 1874.72 2.76% 2.88% 16.39%

SOUTH AFRICAN
FIXED INTEREST

Description Index Currency |Index Value Week Month-to-Date |Year-to-Date
All Bond BESA ALBI Index ZAR 530.44 0.48% 2.75% 14.80%
Inflation Linked Bonds BESA CILI ZAR 247.56 0.05% 0.34% 6.88%

Cash STEFI Composite* ZAR 348.60 0.14% 0.32% 0.14%

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

of

the

investment .

*Price Index (not Total Return)

** Negative indicates Euro weakness

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