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TURBULENT AUGUST
LOCAL MARKETS

This past month was not for the faint hearted as we witnessed widespread volatility on markets
across the globe as fears over the health of the Chinese economy kept investors on edge, and the
question remained as to whether the US Federal Reserve (Fed) would raise interest rates next month
(its first increase in a decade) or delay until December. In fact, financial market assets have been
under significant pressure in the past few weeks. This has included currencies, equities and bonds.

The weakness in South Africa’s financial markets partly reflects global events, especially policy uncertainty
in the United States, and a pronounced economic slowdown in China. The 25% decline in the oil price
since the beginning of July, as well as an ongoing slump in a broad-range of commodity prices has intensi-
fied the pressure on many emerging economies. Falling commodity prices have prompted persistent
downward revisions to earnings forecasts.

The JSE All Share Index (ALSI) followed global markets and ended August in negative territory (down 4.0%
for the month), although surprisingly still positive for the year by 0.4%. Mining shares fell -4.6%, Financials
-3% and Industrials -2.6%. This means that the ALSI is back at January 2015 levels and also April 2014 lev-
els. Last October the low was 46,673, so the market is still above that level. At this level the FNDI index is
still +270% since March 2009, or 25% per year, excluding dividends. At its peak in April, it was +340% or
27% per year.

On the South African market, strength in gold and platinum mining sector stocks, amid firmer commodity
prices towards the end of August, resulted in these counters featuring prominently among the top-20
month-on-month performing shares (albeit coming from a low base). This could be mainly due to higher
commodity prices globally and a much-weaker rand.

On the economic front, locally there was a plethora of bad news as our gross domestic product (GDP)
shrunk 1.3% in second quarter of 2015, with the widespread disappointment coming from negative
growth in most manufacturing sectors. CPI inflation recorded a 5.5% YQOY rise in July (from June's 4.7%)
and the trade balance showed a small deficit of R0.4billion in July from a surplus of R5.8billion in June.
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SA consumer inflation is up at 5.0% year-on-year in July 2015 due to an increase in electricity and water
prices. The decline in the petrol price in August and September will reduce the monthly inflation rate by
around 0.2 percentage points in each month, which will further help to ease some of the current upward
pressure on SA’s overall inflation. Inflation is still expected to breach the target in early 2016 despite a
lower petrol price.

The latest inflation rate (especially core inflation) should provide the Reserve Bank with room to hold-off
on raising rates for a while as they assess global interest and domestic inflation rate developments.

Although the US bond market has strengthened, our bond market has weakened due to the very weak
rand. The R186 SA government bond due in 12/13 years, is trading at 8.43% at month-end, similar to the
2015 highs seen in June (yield highs/price lows).

The SA Listed Property Index has also pulled back from its recent recovery, -4.7% from its high in the last
week of August. So far in 2015 the total return is +11.5%, somewhat better than the +3.1% total return of
the Financial & Industrial Index.

GLOBAL MARKETS

e WHILE WORLD STOCKS, COMMODITIES
5 b AND CURRENCIES WERE ON A ROLLER-
' : : i COASTER RIDE FOR MOST OF THE MONTH,
GLOBAL MARKETS STAGED SOMEWHAT OF
A RECOVERY TOWARDS THE END OF LAST
WEEK ALTHOUGH MARKETS STILL STRUG-

ESRERE B T GLED TO FIND SUPPORT AT HIGHER LEVELS.

On a month-to-month basis, US markets closed August in the red with the Dow Jones Industrial Average
posting a c. 6.4% decline - its worst monthly performance in over five years. The broader US stock bench-
mark, the S&P 500 Index recorded a 6.3% drop for the month, while the NASDAQ was off 6.9% for the
month. According to FactSet, it has been both the S&P 500 and the tech-heavy NASDAQ's worst monthly
performance in three years. Similar dips were seen in Asia (the Shanghai Composite Index plummeted
12.5% for the month - its third straight month of declines) and Europe.

The market volatility was despite US economic news remaining positive for the most part. Last week's final
GDP data point came in ahead of expectations showing that the US economy grew at an annualised rate of
3.7% in 2Q15, while significantly lower oil prices, a recovering housing market and good jobs growth further
buoyed consumer spending.

Although the Federal Reserve is relatively optimistic about US economic growth, they are concerned about
sustained low inflation as well as negative development in other parts of the world. Unsurprisingly, the
market-implied probability of a Fed interest rate hike in September has slipped back to around 35% from
just over 50% a few weeks ago.

Investors are worrying that weak world economies along with a potential Fed hike could cause a reversal in
the market, in other words, becoming a bear market. At the same time, there are also fears that if the Fed
doesn’t hike in September, it will be a signal that there is a slowdown in the economy.
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Economists believe US consumer spending, which accounts for 67% of economic growth in the US, will
provide a solid foundation for the economy, supported by good gains in employment, incomes and net
worth. Housing is improving. Affordability is still good, mortgage rates are low and labour markets are
improving.

Regarding China’s 2.9% engineered currency decline that seemed to cause such chaos in markets, it needs
to be pointed out that the real trade-weighted currency is still 13% higher than May 2014’s level and 29%
higher than it was just four years ago. Which means it is still too expensive. Analysts expect the trade-
weighted Chinese currency to fall another 5-8%, which should support Chinese growth and mitigate defla-

tion risks.
Sources: “From the Desk” Market Review Anchor Capital 02 September, 2015
“The Weekly Focus” Market and Economic Review Paul Hansen, Stanlib, 24 August 2015

CONTACT ANY OF BRENTHURST’S OFFICES TO CONSULT WITH OUR
EXPERT FINANCIAL ADVISORS~PROTECTING & MANAGING WEALTH

UPCOMING CPT SEMINAR: 14 SEP 2015
SOUTH AFRICA QUO~VADIS?

ARE YOU CONCERNED ABOUT HOW THE CURRENT POLITICAL CLIMATE IN SOUTH AFRICA AND THE IMPACT
OF THIS ON MARKETS WILL AFFECT YOUR INVESTMENTS?

Date: 14 September

Time: 16:00to 17:45

Venue: Crystal Towers Hotel, Century Blvd & Rialto Road,
Century City, CAPE TOWN

RSVP: 011-799 8100 or jougeld@brenthurstwealth.co.za

BOOK HERE: https://goo.gl/C2ZptV

PRESENTERS:

MAGNUS HEYSTEK : INVESTMENT STRATEGIST, BRENTHURST
DR FRANS CRONJE : CEO, SA INSTITUTE OF RACE RELATIONS
RYK VAN NIEKERK : EDITOR OF MONEYWEB

INVESTMENT FEATURES - BRENTHURST BLOG

In addition to our regular newsletters we also publish investment features on the Brenthurst blog.
https://brenthurstwealthblog.wordpress.com

CONNECT WITH US - FACEBOOK

Follow us on Twitter at @BrenthurstSA and join our community on Facebook at:

www.facebook.com/BrenthurstSA

BRENTHURST WEALTH MANAGEMENT

JOHANNESBURG PRETORIA CPT (DE WATERKANT) BELLVILLE (TYGERVALLEY)
Tel: +27 (0)11 799 8100 Tel: +27 (0)12 347 8240 Tel: +27 (0) 21 418 1236 Tel: +27 (0)21 914 9646
Fax: +27 (0)11 799 8101 Fax: +27 (0)12 347 0601 Fax: +27 (0) 21 418 1304 Fax: +27 (0)21 914 6515
Unit 2B, Cedar Office Estate, 494A Lois Avenue, Erasmuskloof 29 Chiappini Street, De Waterkant, T
) yger Waterfront Terraces Block 2, Carl
Cedar Road, Fourways, SA X3, Pretoria, SA Cape Town, 8001, SA Cronje Drive, Tygervalley, Bellville, SA
PO Box 10150, Fourways East, PO Box 32593, Waverley, Postnet Suite 275 P/Bag X22, Tygervalley, postnet Suite 275 P/Bag X22, Tygervalley,
2055, Gauteng, SA Pretoria, 0135, 7536, Cape Town, SA 7536, Cape Town, SA

DISCLAIMER: BRENTHURST WEALTH MANAGEMENT is an authorized financial services provider Reg No 2004/012998/07 FSP No. 7833. This document should not
be viewed as investment advice as each individual investor is different and has different investment needs. Please consult any one of our highly qualified invest-
ment advisors before acting on the advice and recommendations contained in this newsletter. www.brenthurstwealth.co.za
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