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While optimism around the various COVID-19 vaccine rollout programmes initially buoyed share prices,
there have been ongoing concerns about the pace of global vaccine rollouts, supply, as well as its effectiveness against COVID-19 variants that have popped up. Continuing lockdowns in the UK and parts of Europe
added to these concerns.
US President Joe Biden was inaugurated as Donald Trump left the White House under a dark cloud. Courts had
continuously rejected the Trump campaign’s unsubstantiated claims of widespread voter fraud. Biden’s eventual inauguration was largely welcomed by markets and he immediately set out plans for a more rapid vaccine
rollout, and a proposed $1.9trn economic aid/rescue package.
On Wall Street, even the US’ powerhouse indices struggled, with the Dow Jones losing 2.0% MoM and the
broader S&P 500 down 1.1% MoM, while the Nasdaq gained 1.4% MoM as US tech majors recorded modest
gains. As investors digested results (the US earnings season started in earnest on 19 January), selling gathered
pace despite some good results, including from US tech giants. However, sentiment was impacted by a surge in
speculative trading from retail investors using social media platforms to organise a mass movement to buy
stocks such as GameStop and AMC, which had been massively shorted by hedge funds.
On the US economic data front, 4Q20 GDP declined 2.5% YoY, while overall growth for 2020 fell 3.5% – the
largest contraction since 1946, but still better than forecast during the early days of the pandemic last year.
In stark contrast, disposable personal income (which excludes taxes paid but adds government benefits
received), experienced its fastest annual growth since 1984, buoyed by supplements to unemployment insurance, stimulus checks, and support for small businesses.

EUROPEAN MARKETS CLOSE LOWER
Elsewhere, investors were watching coronavirus infection spikes in parts of Europe and Asia, and the renewed
travel curbs and lockdowns. In the UK, the FTSE 100, having lagged throughout 2020 (-14.3% YoY), played catch-up
in early January as the Brexit trade deal removed uncertainty surrounding trade relations between it and the
EU. However, after 8 January, the FTSE 100 trended downward, finally ending the month 0.8% lower.
Major European markets also closed in the red, with the region’s largest economy, Germany’s DAX down 2.1%
MoM, while France’s CAC dropped 2.7% MoM. On the data front, the French economy contracted by less than
expected in 4Q20 amid its second COVID-19 lockdown, with GDP coming in at a negative 1.4% vs Reuters
consensus forecasts of a 4% contraction. Following a decade of growth, Germany’s full-year 2020 GDP shrank
by 5%, as lockdowns hit businesses and consumer activity.
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In China, the Hang Seng rose 3.9% MoM, while Hong Kong’s Shanghai Composite Index closed January 0.3%
higher. Japan’s Nikkei closed only slightly higher – up 0.8% MoM.

According to a note by JP Morgan economic weakness is expected to linger as disappointing economic data
is likely to coincide with continued pandemic-related restrictions. With market valuations elevated across
equities and credit, any further disappointment on the vaccine front could result in episodic profit taking and
increased market volatility.
Meanwhile the International Monetary Fund (IMF) announced its latest expectations for global economic
growth. “Amid exceptional uncertainty, the global economy is projected to grow 5.5 percent in 2021 and 4.2
percent in 2022. The 2021 forecast is revised up 0.3 percentage point relative to the previous forecast,
reflecting expectations of a vaccine-powered strengthening of activity later in the year and additional policy
support in a few large economies,” the IMF said in a statement released at the end of January.

The JSE All Share Index rose for a third straight month, closing January 5.2% higher (the index soared 10.5%
in November and was up a further 4.1% in December), largely thanks to Prosus (+9.2% MoM; the largest
share on the JSE by market cap) and Naspers (+15.2% MoM). The share prices of these two companies were
boosted due to their shareholding in Hong Kong-listed Tencent, that ended January 21% higher than its December close. On 25 January, the index surged past the 65,000 mark before retreating again.

Expectations of further stimulus efforts in the US also helped support the JSE’s gains. Several other large
market cap companies on the JSE performed well in January, including Sasol (+23.2% MoM), Glencore (+10.25
MoM), BHP Group (+7.2% MoM), Richemont (+6.7% MoM), and Anglo American Platinum (+5.2% MoM).
Among the major indices, the Fini-15 lagged (-3.1% MoM), while the Indi-25 gained 8.4% and the Resi-10 rose
4.9% MoM. The rand, however, was weaker in January as the US dollar firmed, with the local unit down 3.2%
MoM.
Steinhoff was January’s best-performing share, albeit from a very low base, rocketing 98.1% MoM. Despite the
January dip in iron ore prices after last year’s stellar run, ArcelorMittal SA was in second spot with a 61.0%
MoM gain. Local telematics car and fleet tracking company, Cartrack (+53.9% MoM) was in third spot. African
Rainbow Capital Investments (ARC) was January’s worst-performing share, with a 21.5% MoM decline. It was
followed by investment Group, Brait SE and Discovery, which posted MoM share price falls of 18.2% and 16.2%
MoM, respectively.

SLIGHT UPTICK IN MANUFACTURING BUT VEHICLE SALES SLUGGISH
Conditions in the manufacturing sector ticked up marginally in January, even as business activity remained under pressure, weighed down by mid-month load-shedding and ongoing level 3 pandemic restrictions. The latest
Absa purchasing managers’ index (PMI), released in conjunction with the Bureau for Economic Research, rose
to 50.9 points in January from December’s 50.3. But business activity in the sector declined for a fourth consecutive month, which points to a further loss in recovery momentum, according to a report in Business Day.
A total of 34 784 cars and commercial vehicles were sold in January, 13.9% lower than the 40 413 in the corresponding month of 2020. The total for car sales alone was 23 853, an 18% deficit compared with last year’s 29 073.
“February is unlikely to be better as consumers remain reluctant to commit to high-cost assets like cars,” Mark
Dommisse, head of the NADA said about the figures as reported by Business Day
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CPI LOWEST SINCE 2004
In local economic data, average annual consumer price inflation (CPI) for 2020 stood at 3.3% – the lowest annual
average rate since 2004 and the second-lowest since 1969 (3.0%). December annual inflation advanced to 3.1%
YoY (vs 3.2% in November), while MoM, price growth was 0.2% vs 0% in November. At its January meeting, the
SA Reserve Bank’s (SARB) Monetary Policy Committee (MPC) left the repo rate unchanged at a record-low 3.5%.
Meanwhile, November retail sales fell 4% YoY, following a revised 2.3% YoY decline in October and a 2.4% YoY
drop in September. SA’s trade surplus narrowed to R32.0bn in December vs a revised R35.26bn surplus in November. The SA Revenue Service (SARS) said that exports fell 8.2% MoM to R125.95bn, while imports declined 7.8%
MoM to R93.95bn
News about vaccines continued to make news headlines during January and the month ended with the
announcement that SA’s first batch of 1 million COVID-19 vaccines from the Serum Institute of India were
scheduled to arrive in the country on 1 February.
Sources: Anchor Capital; Business Day; JP Morgan; IMF

AWARD WINNING ECONOMIST, MIKE SCHÜSSLER, JOINS MANAGER BRENTHURST WEALTH AS A
CONSULTING ECONOMIST TO PROVIDE HIS EXPERT ECONOMIC INSIGHT AND ANALYSIS TO THE
COMPANY’S CLIENTS AND ADVISORY TEAM.

MIKE SCHÜSSLER

The first Economists.co.za presentation for Brenthurst will
be hosted as a webinar after the presentation of the national
budget by Finance Minister Tito Mboweni 25 Feb @ 14:00.
Brenthurst Wealth Seminars.

CONTACT ANY OF OUR HIGHLY QUALIFIED FINANCIAL ADVISORS AT OUR OFFICES COUNTRYWIDE
BRENTHURST AWARDED TOP WEALTH MANAGER IN SOUTH AFRICA 2020
JOHANNESBURG +27 (0) 11 799 8100
SANDTON
+27 (0) 10 035 1391
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