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International Economic Indicators



Worldwide: G7

Economic growth came in lower at 1.5% in the second quarter of 2019 for
the G7 countries, with leading indicators signalling a continuous overall
slowdown in the economic growth for the next quarter.

Unemployment rates have decreased to 4.3% in the second quarter; while
the latest inflation figures have decreased to below the 1.5% level for the

same period.
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G7 — Unemployment

GT7 : UNEMPLOYMENT %
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G7 - Inflation
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Unites States:

The Federal Reserve lowered interest rates by 50 basis points during the
third quarter of 2019. This decision was expected due to slower economic
growth and stagnating inflation. Inflation came in at 1.7% for September
2019. The unemployment rate printed lower at 3.5% and real wages
growth is slightly down to 0.2%. for the same period.

Earnings growth of companies remains weak, coming in at -0.4% in the
first quarter of 2019, and -0.7% in the second quarter. Earnings growth
expectations remain low, estimated at -4.1% and 2.6% for quarter three
and four respectively.
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USA — Economic Growth Rate
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USA — Unemployment
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Real US Wages Growth (MoM)
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% Change

USA - Inflation
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USA — Government Debt %GDP (S Million)
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Amount

USA - Trade Balance Deficit (S Billion)
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% Change

USA - Retail Sales
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USA — Consumer Credi

75 7

7.0 -

6.5 -

6.0 -

. .
Ly =
um um

40 1
35 4

T
il
=+

il

6T/60
GTSL0
6T/50
GT/ED
GT/TO
ST/TT
2T/50
2T/L0
2T/50
ET/ED
ET/T0
LTSTT
LTSE0
LTSED
LTS50
LTFED
LTSTO
aTfTT
at/fe0
aTsfin
atsso
aTfED
=R
ST/TT
ST/E0
STSLO
STS50
STSED
STSTO
FISTT
FTSE0
FT L0
F1S/50
FISED
FT/TO
ET/TT
ETSE0
ETSL0
ETSS0
ETSED
ETSTO
TTS/TT
T80
ZTSL0
TS50
ZTSED
ZTS/TO

23uey) %

Period



USA — S&P 500 Earnings Growth
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Euro Area:

The ECB is unlikely to implement restrictive monetary policy as GDP
growth remains weak coming in at 0.2% for the second quarter of 2019.
Unemployment continues to be on a downward trend. Inflation seems to

have stabilized below the 1% level. The European Economy remains weak,
but seems to be on the recovery.
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Europe — Economic Growth Rate Quarterly
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% Change

Europe - Inflation
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United Kingdom:

Economic growth swung downwards to -0.2% within the UK during Q2 of
2019, the first negative growth seen in the country since 2012. Inflation
came in at the 1.7% level for August, and the unemployment rate
remained at 3.7% in Q2. It is unlikely that the Bank of England will hike
interest rates in the near future.

Earnings growth of companies is forecasted to be 6% in 2019, revised
downwards from the previous figure of 13%.



UK — Economic Growth Rate Quarterly
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UK — Unemployment
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UK - Inflation
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UK — Trade Balance Deficit (£ Millions)
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UK — FTSE 100 Earnings Growth
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South Africa Economic Indicators



South Africa:

Economic growth increased sharply from -3.2% in Q1 of 2019 to 3.0% in Q2 of
2019. Unemployment remains high at 29% in Q2 of 2019, the highest
unemployment figure in more than a decade. Inflation ticked up to 4.3% in August
2019 from 4.0% in July 2019, whilst consumer credit slowed to just above the
6.75% level.

It is expected that the SARB may opt to cut interest rates as inflation is at the
midpoint of the SARB’s inflation target.

Earnings growth of SA companies is expected to pick up to 23.54% in 2019 after
experiencing growth of 8.8% in the first quarter of the year and 9.7% in the
second quarter.



South Africa — Economic Growth Rate Quarterly
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South Africa — Unemployment
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South Africa — Inflation Rate
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% Change

South Africa — Consumer Credit
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% Change

South Africa — Retail Sales
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South Africa — Trade Balance (ZAR Million)
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Foreign In- and outflows in Investment Market (ZAR Million)
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Central Bank Policies



Central Bank Policies:

Central Banks are likely to be remain accommodative as global growth worries
persist. Central banks’ balance sheets have started to shrink, while political
uncertainty and lower growth expectations are likely to lead to Central Banks
being more dovish in the near future.

Especially in the Emerging markets, Central banks have already implemented

Monetary Policy procedures by actively lowering interest rates over the past few
months.
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Central Bank Interest Rate
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Central Bank Interest Rate
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Money Market



Money Market:

Money Market rates were lower year on year, indicating and overall downward
shift in the yield curve. Current Money Market rates are suggesting another cut in
interest rates by the SARB in the near future.

Our current recommendation is not to invest longer than 6 month’s term.
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South Africa — Consumer Credit
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SARB Inflation Expectation

6.9

6.6

6.4

6.2

58

5.6

54

5.2

4.8

4.6

44

4.2

3.8

INFLATION RATE - SOUTH AFRICA (ALL URBAN)
Monthly 2015-03-31 to 2019-08-31

5.0%

5.2%

2015

2016

2017 2018

2019

2020

202

—EINF

6.9

6.6

6.4

6.2

5.8

5.6

5.4

5.2

4.8

4.6

44

4.2

3.8

Period




%
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Capital Market



Capital Market:

Capital Market rates are fully priced and do not offer much value at
current levels given the risks posed by weak Government finances, higher
inflation expectations, a volatile Rand and possible ratings downgrades.

Foreigners were net sellers of South African Bonds during the month of
September, this being the fourth consecutive month foreigners have
dumped SA bonds.
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SA Real Interest Rate
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Real Interest Rate - SA vs. USA
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SA Government Debt %GDP
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SARB Inflation Expectation
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Foreign In- and out flows in Capital market (Million)
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Commodities Market
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Commodity Prices

GOLD LONDON - PM FIX PLATINUM PM - FIX ($02)
Weekly 2015-04-07 to 2019-10-13 Weekly 2015-04-07 to 2019-10-13
1520 1520 1150 1150
1100 1100
1400 1400 |, oo 1050
1300 1300 1000 1000
950 950
1200 1200 [ 900 900
850 850
1085 1085 || 800 800
2015 2016 2017 2018 2019 2015 2016 2017 2018 2019
—— GOLDPM — PLATPM
OIL : BRENT - NEAR FUTURE - ICE UK $/BARREL COPPER CASH LME ($/TON) - FIX
Weekly 2015-04-07 to 2019-10-13 Weekly 2015-04-07 to 2019-10-13
80 g0 [7250 7250
0 70 1 6500 6500
60 60
6000 6000
%0 50 5500 5500
40 40 {5000 5000
4600 4600
30 30 (4400 4400
2015 2016 2017 2018 2019 2015 2016 2017 2018 2019
——BRFUT ——COPP




Equities Market



Equities Market:

SA Equities recovered slightly in the third quarter of 2019, in line with positive
World Equity Markets, and is fairly priced relative to the Capital Market.

This improvement was mostly due to the surging resources sectors, on the back of
stronger overall commodity prices.
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Index Points

Japan — Nikkei 225

24100

23000

22000

21000

20000

19000

18000

17000

16000

15000

14000

12650

12375

JAPAN : NIKKEI 225 INDEX
Weekly 2013-04-07 to 2019-10-13

2013 2014 2015 2016 2017

2018

2019

—FJNK

24100

23000

22000

21000

20000

19000

18000

17000

16000

15000

14000

12650

12375

Period




Index Points

SA All Share Index and USA S&P 500 Index (S)
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SA All Share Index — Earnings Yield
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Earnings Yield- SA vs. USA
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Real EY- SA vs. USA

Percentage Change 12 of INFLATION RATE - SOUTH AFRICA (ALL URBAN), USA : § & P 500 COMPOSITE INDEX (EY), FTSE/J SE : AFRICA ALL SHARE INDEX (EY), USA : CONSUMER PRICE INDEX - ALL URBAN S/A

0.1

0.5
«0.75
-1
1.25
1.5
.75
2
«2.25
2.5
2,75
=3
«3.25
3.5
=375

-4.25
4.5
4,75

-5.25
5.5

Monthly 2015-06-30 to 2019-08-30

2015

2016

2017

2018

2019

—— (J203[EY]-EINF)-{FSPI[EY]-PC(USCPI,12))

<0.1

0.5
«0.75

1.25
1.5
.75

«2.25
2.5
<2.75

«3.25
3.5
-3.75

-4.25
4.5
4,75

-5.25
5.5

Period




%

Relative value of share’s against Capital market rates
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