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INTERNATIONAL MARKET OVERVIEW
2019 started on a positive note, with January seeing both Emerging Market and Developed Markets rallying in dollar terms.
The MSCI World Index added 7.78% (USD), while the MSCI Emerging Markets Index grew by 8.76% (USD). The United
States faced multiple hurdles, including continued trade talks with China, and the longest partial government shutdown in
history. Despite Brexit uncertainty and yellow vest protests in France, European and British indices were largely positive.
LOCAL MARKET OVERVIEW
The local market enjoyed a positive start to the year, as the JSE All Share Index gained 2.8% in January. All the major indices
contributed to the positive performance, with financials (+6.8%) and listed property (+9.2%) leading the way. During the
month, several retailers reported sales/trading updates, providing further evidence of just how tough it is out there for the
local consumer. Consumer discretionary spend remains constrained in an environment of low growth, high unemployment,
and recent hikes in interest rates, VAT and fuel prices. The local currency had a strong month, gaining 7.7% against the US dollar.
This had more to do with a weaker dollar than a stronger rand, however, as the government shutdown and the Federal
Reserve’s more dovish approach to interest rates, weighed on the greenback.
LISTED PROPERTY
During January the local listed property sector rebounded from its lows, to deliver positive returns over the period. Though
little has changed structurally in the last few weeks, valuations have now declined to levels where market participants are seeking to re-enter the listed property space at attractive pricing levels. After being down more than 25.0% last year, the listed
property index was up 9.18% for the month of January. The up-tick in share prices was felt across the board, irrespective of
the industry specific focus of the counters.
Property fundamentals remain weak in a low-growth environment, with event risk, such as a potential ratings downgrade and
political tensions ahead of the national and provincial elections in May, depressing investor sentiment. The office sector remains
a laggard as oversupply increases. The near-term outlook remains volatile in this challenging sector.
We maintain a diversified mix of property counters in our portfolios. The investment strategy remains focussed in shares that
fall within defined quality and liquidity parameters.

Local Fixed Income
MARKET REVIEW
The less hawkish stance adopted by the US Federal Reserve Bank saw financial markets reposition themselves from expectations of rate hikes, to speculation about future rate cuts. Global yields adjusted to this stance, with the 10-year generic US
yield dropping 5 basis points to end the period at 2.63%. The German 10-year generic yield was down a further nine basis
points, while the French 10-year yield closed 15 basis points lower.
Foreigners turned net buyers of our local bonds, recording a net inflow of R10.8 billion for the period. The R186 benchmark
bond was up more than 2.0%, while the long end of the curve delivered more than 3.0% for the month.
Inflation-linked bonds strengthened marginally during the month of January on the back of reduced government issuance over
the year-end holiday period.
Our fixed income outlook for the coming month is detailed as follows:
•

Economic growth remains low with few signs of substantive recovery.

•

Currency volatility will continue to be fueled by political and international factors.

•

Inflationary pressures remain, but lower fuel prices have contained, in small measure, the threats posed to the economy.

•

Foreign flows have returned positive but are vulnerable to event-risk factors such as a potential ratings downgrade and
rising political tensions ahead of the general elections in May.

•

Short term technical trends are positive, with long term trends remaining in neutral territory.

•

Local sentiment remains cautious.

We continue to seek value along the yield curve with careful duration risk positioning of our portfolios.
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