
 

 

Quarter Three 
2019 



 

 
 

Page 2 

Part one: Market review 

 
The table below provides a review of key domestic and international investment indicators for the past quarter, 

as well as over longer periods.  

 

South African asset classes (in rands) 

(Performance over periods to 30 September 2019)     

Asset class Indicator 3 months 1 year 3 years 5 years LT-average* 

Equities 

All Share Index -4.6% 1.9% 5.1% 5.3% 

12.3% 

Shareholder Weighted Index -4.3% 0.2% 2.6% 4.6% 

Property Listed Property Index -4.4% -2.7% -3.5% 3.2% 11.8% 

Bonds All Bond Index 0.7% 11.4% 8.9% 8.3% 6.9% 

Cash STeFI Call 1.6% 6.6% 6.7% 6.5% 5.9% 

Inflation CPI (one month in arrear) 1.0% 4.3% 4.7% 4.9% 5.7% 

Source: Morningstar 
     

 

 

Global asset classes (in dollars) 

(Performance over periods to 30 September 2019) 
    

Asset class Indicator 3 months 1 year 3 years 5 years LT-average* 

Equities MSCI AC World Index 0.1% 1.9% 10.3% 7.2% 8.5% 

Property 
FTSE EPRA/NAREIT 

Developed Property Index 
4.9% 14.1% 6.6% 7.8% 6.7% 

Bonds Barclays Global Bond Index 0.7% 7.6% 1.6% 2.0% 4.6% 

Cash US 3-month deposits 0.6% 2.7% 1.8% 1.2% 4.3% 

Inflation US CPI (one month in arrear) 0.2% 1.7% 2.1% 1.5% 3.0% 

Source: Morningstar 
     

 

 

Currencies 

(Movements over periods to 30 September 2019) 
    

Currency Value at month-end 3 months 1 year 3 years 5 years LT-average* 

Rand / Dollar 15.16 -7.0% -6.7% -3.2% -5.7% -5.5% 

Rand / Sterling 18.68 -4.0% -1.2% -1.5% -0.4% -4.1% 

Rand / Euro 16.53 -2.9% -0.6% -2.2% -2.9% -5.5% 

Source: Morningstar 
     

 

* Updated annually from 1900, or longest available period 

Returns for periods longer than 12 months are annualised. 
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International market commentary – Q3 2019 

After a strong first half to 2019, markets took on a more nervous tone during the third quarter. August in 

particular was a difficult month, with riskier assets sharply underperforming safe havens. However, better 

performance in the months either side of August meant that most asset classes still managed to finish the 

period in positive territory despite the intervening wobbles.  

 

Economic data releases continued to point to slowing growth and a rising recessionary risks in a number of 

economies. Manufacturing and trade data were the main areas of weakness, with many economists pointing 

to the on-going US-China trade war as a key causal factor.  

 

Expectations for interest rates declined over the quarter, and in an attempt to arrest economic slowdown, most 

central banks (including the Federal Reserve, European Central Bank and People’s Bank of China) eased 

monetary policies, with more to follow over the coming months.  

 

Trade relations between the US and China were never far from the headlines. Early in the period relations 

seemed to be in free-fall, with threat and counter-threat. However, in September the tone turned more 

conciliatory, as both sides suggested progress was being made ahead of the formal resumption of talks in 

early October. Consistent with this improvement, Trump chose to delay the next set of tariff increases from 

October 1st to October 15th.   

 

In other news, Nancy Pelosi and the Democrats successfully pressed for the commencement of impeachment 

proceedings against Trump over his ill-judged ‘phone call to the Ukrainian President. Elsewhere, the UK 

House of Commons voted in favour of a law that supposedly takes a “no deal” Brexit off the table should 

negotiators fail to strike a deliverable deal ahead of the October 31st cut-off. 

 

Over the third quarter global equities were flat when judged using the MSCI AC World Index in US dollars. 

However, this masked increased volatility and dispersion across markets and regions, which was driven 

largely by shifts in currency exchange rates. A stronger dollar and yen helped the US (+1.4%) and Japanese 

(+3.1%) markets top the performance tables, whilst the opposite was true for Asia ex Japan (-4.5%) and 

Emerging Markets (-4.2%). Sector performance was also very mixed, with the low interest rate beneficiaries 

and stable earners tending to outperform more cyclical areas. More specifically, Utilities (+5.7%), Consumer 

Staples (+3.7%) and Real Estate (+3.0%) were the best performers, whilst Energy (-5.2% and Materials (-

4.6%) were quite weak. In terms of style, Growth (+0.3%) marginally outpaced Value (-0.2%), whilst Larger 

Companies (+0.0%) held up better than Smaller Companies (-1.1%).     

 

A further downward adjustment in interest rate expectations underpinned strong performance across fixed 

income markets. High quality sovereign bonds led the way, with the JP Morgan Global Government Bond 

Index delivering +3.1%. A modest widening of credit spreads meant most other types of bonds slightly trailed, 

with the Merrill Lynch Global Investment Grade Corporate Bond Index gaining +2.7%, whilst the Merrill Lynch 

Global High Yield and JP Morgan Emerging Market Bond Indices both rose +1.3% (all hedged to US dollars).  
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Compared to other asset classes, commodities disappointed, led lower by Crude Oil (-6.6%) and Agriculture (-

6.1%). However, Industrial Metals (+2.4%) bucked the trend, as did safe haven Gold (+3.8%).  

 

The foreign exchange markets were very active over the quarter. Amongst the major currencies, the US dollar 

and yen were particularly strong, whilst emerging market currencies were generally quite weak, reflecting 

shifting expectations for relative growth and interest rates. Against the dollar, the yen slipped -0.2%, the euro -

4.2%, the pound -3.3% and the Chinese yuan -4.1%. More dramatic moves included the Argentinian peso (-

35.3%), the South African rand (-7.5%) and the Brazilian real (-8.6%). 

 

Notes: All quarterly data is quoted in US dollar terms unless otherwise stated.          

 

Domestic market commentary – Q3 2019 

The roller coaster ride continued for local markets with both positive and negative months this quarter, as 

markets are reflecting the high levels of uncertainty, locally and globally. The South African business 

confidence index (compiled by the Bureau for Economic Research) fell to a 20-year low this quarter. Four of 

the five sectors showed a decline in confidence, with only the motor industry indicating a slight improvement in 

confidence.   

 

National Treasury released an Economic Policy Paper in August which sets out a blueprint for growth 

enhancing reforms over the short, medium and longer term. While the document draws from the National 

Development Plan, it has already been met with resistance by various agents in the political sphere. The 

Finance Minister used the opportunity to mobilise support, seeking feedback from the public and stakeholders 

by mid-September. Although most of the proposals are not new, the document is clearly a call to action on 

reforms that are desperately needed to revive economic growth.  

 

The Government also published the National Health Insurance Bill in early August, which outlined the phased 

rollout of universal healthcare for all South Africans by 2026. Although improved access to healthcare is 

clearly an imperative for the country, there remains outstanding questions as to the services that will be 

available under the plan, the ability to fund anything beyond the most basic of service and what role private 

sector medical aid schemes will play. Investors took a dim view on the impact the proposals would have on the 

healthcare sector, in particular medical insurers, who will only be able to offer complementary cover not 

provided by the NHI. 

 

The SA Reserve Bank acknowledged a contained inflationary backdrop and cut interest rates by 25bps in July, 

providing much needed, albeit modest relief to consumers. This was followed by the unanimous decision by 

the committee in September to keep interest rates on hold. This was broadly in line with market expectations 

given the significant event risk from Medium Term Budget Speech (MTBPS) and Moody’s ratings review all 

scheduled before the next Monetary Policy Committee (MPC) meeting. Provisional budget data for this tax 
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year suggest continued underperformance in tax revenues, with expenditure (although largely contained) 

increasing due to additional support for struggling SOE’s, SAA and Denel. Underlying these broad trends is 

marked underperformance in personal and corporate tax revenue collections, with both coming in weaker than 

Treasury estimates. 

 

Emerging market assets bore the brunt of the global risk off environment, with SA bond and equity markets 

seeing net outflows over the quarter. A rebalancing of the MSCI indices in August prompted further selling of 

SA equities. This added pressure to the rand, which spent most of the quarter above the R15 mark, 

depreciating by 8% against the US dollar.  

 

Local equity markets were lacklustre in September edging up +0.2% over the month, with quarterly returns 

down -4.6%. Property sector financial results reaffirmed a challenging environment, resulting in guidance for 

meagre distribution growth at best. The sector lost -4.4% over the quarter, leaving it the worst performing 

domestic asset class for the last 12 months at -2.7%. Bond markets continue to price in a challenged fiscus 

but managed to gain +0.5% over the month and +0.7% for the quarter given the benign inflationary backdrop. 

 

In one of the largest and most anticipated local corporate events, Naspers listed its international internet 

assets via a new entity, Prosus, on the Euronext Amsterdam. The majority of local investors exercised their 

rights to take up shares in the new listing, adding another offshore focused counter to the JSE.  

 


