
 

   

 

E C O N O M I C  R E P O R T  

w 

E C O N O M I C  R E P O R T  |  2 0  D E C E M B E R  2 0 1 9  

 

 

 

PAGE 1 

Glacier Financial Solutions (Pty) Ltd,   l   A member of the Sanlam Group  |  Private Bag X5   l   Tyger Valley 7536   l   Email: client.services@glacier.co.za  |  Tel +27 21 917 9002  l    
Fax +27 21 947 9210   l   Web  www.glacier.co.za  |  Reg No 1999/025360/07   l   Licensed Financial Services Provider 
  
This document is intended for use by intermediaries. The information contained in this document has been recorded and arrived at by Glacier Financial Solutions (Pty) Ltd in good faith 
and from sources believed to be reliable, but no representation or warranty, expressed or implied, is made as to its accuracy, completeness or correctness. The information is provided for 
information purposes only and to assist the financial intermediary to submit an investment proposal to the client and should not be construed as the rendering of investment advice to clients. 

b y  G l a c i e r  R e s e a r c h  

 

 

 

 

 

 

 

 

 

 

2 0  D e c e m b e r  2 0 1 9  

R e v i e w  p e r i o d :  N o v e m b e r  2 0 1 9  

Domestic Overview 
 

Domestic equities broke their two-month winning streak as industrial stocks came 

under pressure alongside a much stronger rand which did not bode well for large-cap 

stocks (most of which are rand-hedges). Low growth, elevated debt levels, a strained 

fiscus and the slow pace of policy reforms are key features of the economy which 

contributed to Moody’s changing South Africa’s credit outlook from stable to negative. 

Globally, sentiment continued its positive trajectory as optimism over the US-China 

trade deal grew along with central banks’ accommodative policy stance. As a result, 

global equities rallied for the month. Rand strength, however, was unsupportive to the 

global rally.    

Domestic Highlights in November 2019 

• Ratings review  

• SARB kept interest rates on hold   

Ratings review 

Following the gloomy fiscal outlook that emanated from the medium-term Budget Speech, Moody’s announced 

its decision to change South Africa’s credit outlook from stable to negative while also affirming the current rating 

of Baa3 (one notch above sub-investment grade) on local and foreign South African debt.  
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The rating agency cited mounting fiscal pressures, coupled with escalating debt and low growth, as key hurdles 

facing South Africa. It further raised concerns over the slow pace of reforms resulting from the ruling party’s lack 

of enough political capital. Later in the month, S&P Global Ratings (which already has South Africa on sub-

investment grade) followed suit in revising South Africa’s credit outlook from stable to negative, citing similar 

factors as those raised by Moody’s. On a positive note, the affirmation by Moody’s of a Baa3 rating was on the 

back of the country’s stable financial sector, a robust macro-economic framework and an effective monetary 

policy. Rating agencies will be keeping a close eye on the 2020 Budget to ascertain government’s adherence to 

the recommendations of the recent budget statement. 

SARB kept interest rates on hold  

In line with consensus, the SARB kept the repo rate unchanged at 6.5%, citing headwinds in the domestic 

economy as fiscal pressure continues to mount in an economy where growth is severely subdued and debt 

escalating unabated. In contrast to the unanimous nature of the monetary policy committee (MPC) decision in the 

September meeting, the decision of the November meeting was not unanimous as two members of the five-

member committee voted for a cut, while the remaining three voted to hold. The market interprets this as a signal 

for a possible future rate cut, as also indicated by the SARB’s Quarterly Projection Model (QPM) which points to 

a rate cut in the third quarter of 2020. However, the governor has emphasised that the QPM is a broad policy 

guide and could change in response to new developments. 

South Africa: Economy  

In addition to keeping rates unchanged, the SARB went on to slash its forecast of GDP growth for 2019 from 0.6% 

to 0.5%, citing geo-political risks, slowing global growth and domestic headwinds. GDP growth forecast for 2020 

and 2021 have also been revised down to 1.4% (from 1.5%) and 1.7% (from 1.8%).  Inflation continues to be kept 

under control as the medium-term outlook remained unchanged, since the September meeting. The SARB 

continues to try and sustainably anchor inflation as close as possible to the mid-point of the target range with the 

SARB’s QPM projecting inflation to average 4.2% in 2019, 5.1% in 2020 and 4.7% in 2021. Growth bottlenecks 

in the South African economy are more on the fiscal side as debt (exacerbated by the quagmire of SOEs) 

escalates alongside a ballooned wage bill. Despite the political and economic woes, signs of upbeat sentiment 

towards the country have not dissipated given the successful second investment conference hosted by President 

Ramaphosa. Investments to the amount of R363 billion were pledged by the private sector, mostly from local 

firms. 

 June’19 July’19 Aug’19 Sep’19 Oct’19 Nov’19 

CPI (y/y) 4.5% 4.0% 4.3% 4.1% 3.7% 3.6% 

PPI (y/y) 5.8% 4.9% 4.5% 4.1% 3.0% 2.3% 

 

Sources: Trading Economics  
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30 November 2017 30 November 2018 30 November 2019 

USD/ZAR 
13.65 13.86 14.64 

GBP/ZAR 
18.56 17.66 18.93 

EUR/ZAR 
16.18 15.69 16.14 

 

Source: IRESS 

South Africa: Markets  

Domestic equities ended the month of November lower, retreating from gains of the previous month despite the 

global risk-on sentiment driven by optimism over the US-China trade deal as well as the dovish positions held by 

central banks. The sharp appreciation of the rand (resulting from a weaker US dollar) was unsupportive given the 

dominance of rand-hedge counters. The All Share Index (ALSI) gave up 1.80% on the back of losses from the 

industrials sector. Mid-cap stocks outperformed both large- and small-cap stocks. They were the only layer of the 

market that weathered the storm, delivering cash-like returns of 0.61%. Large-caps (-2.03%) were the worst 

performers due to rand strength while small-caps were down 1.20% - reflecting the subdued levels of growth in 

the South African economy. In other asset classes, property surrendered 0.02%, snapping out of its two-month 

winning streak. On the fixed income side, cash and bonds delivered 0.56% and 0.22%. At a stock level, the top 

three performers of the month were Omnia (33.20), Astral Foods (23.50%) and Rebosis Property Fund (23.33%) 

while the worst performers were Telkom (-32.18%), Nampak (-31.51%) and Intu Properties (-24.40%). 
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Source: Morningstar 

Foreigners were net sellers of R15.96 billion worth of SA equities and net sellers of R1.45 billion worth in SA 

bonds. 
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Source: IRESS November 2019 

 

Source: IRESS November 2019 

In terms of sectors, resources continued to be the best performer for the month, returning -0.89%, followed by 

financials which lost 1.47%.  Industrials delivered the weakest performance of -3.70%. 
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Source: Morningstar 

 
Global Overview 
 
Global equity markets advanced during the month of November, amidst optimism over 
the US-China trade negotiations and declining fears of a global recession. In addition, 
market pricing seems to be reflecting confidence that growth will reaccelerate. As a 
result, the MSCI World delivered 2.30% in dollar terms during the month. Information 
technology, financial and health care stocks were the strongest performing sectors. 
Financials were supported by the positive outlook on trade talks and central banks 
easing. While consumer and energy stocks were the weakest performing sectors, with 
real estate and utilities in negative territory. On a global equity style basis, using the 
MSCI World style indices, quality was the top-performing style (3.88%), followed by 
growth (3.50%), momentum (2.60%) and lastly value, delivering 2.03% in dollar terms. 
The price of Brent crude oil increased to close at US$62.48 a barrel on the back of 
global supply concerns. Global equities were positive, while global bonds were negative 
in dollar terms during the month. 

United States 

US equity markets returned positively for the month, on the back of optimism around a trade deal, combined with 

improving activity. The US earnings reporting season for the third quarter of the year has closed, with S&P 500 

companies reporting broadly flat earnings relative to the third quarter of last year. Overall, around 80% of 

companies beat earnings estimates for the quarter. On the macroeconomic front, the US manufacturing 

Purchasing Managers’ Index (PMI) was revised slightly higher to 52.6 from the previous months 51.3. Thus, 

suggesting that the US economy showed the strongest expansion in factory activity in seven months.   
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The growth was supported by quicker expansions in production and new orders, with both domestic and foreign 

client demand strengthening. The US unemployment rate fell from last month’s 3.6% to 3.5% in November, below 

expectation.  

Eurozone 

European equity markets advanced during the month on the back of optimism over the US-China trade 

negotiations and better-than-expected economic data. As a result, the Euro Stoxx finished 2.36% higher in euro 

terms. On the macroeconomic front, Eurozone Manufacturing PMI jumped to 46.90 in November from 45.90, 

despite new orders continuing to contract at a sharp rate and export orders falling. This alleviated some investor 

concern about a never-ending slowdown in the sector.  The latest eurozone consumer confidence reading 

improved, while the November flash PMI business surveys rebounded. During the month, the European Central 

Bank welcomed its new president, Christine Lagarde. 

United Kingdom 

UK equity markets returned positively during the month amid optimism over the US-China trade negotiations. As 

a result, the FTSE 100 finished 1.35% higher in pound terms. During the month, the Bank of England’s Monetary 

Policy Committee voted to hold the base rate at 0.75% during its November meeting. Brexit uncertainty continues 

to weigh on the UK economy, with the Conservative party trying to capture the leave vote, while the Liberal 

Democrats are firmly campaigning to remain in the EU. However, the spotlight has shifted to the upcoming general 

election on 12 December. Economic data released in November suggested some signs of weakness, with third 

quarter GDP growth and wage growth coming in below consensus expectations.  

 

 

 

 

 

 

Source: IRESS 

Emerging Markets 

Emerging markets delivered negative returns in November, underperforming its developed market counterpart. 

The MSCI EM index returned -0.19%, while the MSCI World delivered 2.30% in dollar terms. This was largely as 

a result of a mixture of economic data, political uncertainty and corporate factors.  

 

 

 

 

 

Spot Rates 31 October 2017 31 October 2018 31 October 2019 

EUR/USD 1.16 1.13 1.11 

GBP/USD 1.33 1.27 1.29 

USD/JPY 113.65 112.95 108.03 
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Source: Morningstar 


