
 

 

 

 

Market Commentary August 2015 
 

 

World Economy 

The past month was a volatile month with much action on the share markets 
worldwide. The Chinese took the world by surprise with a devaluation of the 
Yuan, a reduction in reserve requirements ratio by 0.5% (the amount of 
money banks must hold with the central bank) and a cut in interest rates by 
0.25%.  The US second quarter GDP was significantly revised from 2.3% to 
3.7%, which came as a surprise. This could influence the decision makers to 

hike interest rates earlier, although December seems still more likely.  All 
emerging market currencies took a pounding against the US$. A major 
concern is the low levels of fixed investment as a percentage of GDP in the 

developed economies. This will have an effect on future company earnings. 
The oil price dropped to $42.5 a barrel but recovered by the end of August to 
$50 a barrel. 

 
SA Economy 

The second quarter GDP number took a dip of -1.3%, which may lead to a 

more volatile Rand. The Rand exchange rate dropped to levels worse than 
R13 to the US$, R15 to the Euro and R20 to the British Pound. A trade deficit 
of R0.4 Billion was recorded in July against a surplus of R5.5 Billion in June.  
Good news is the decision of VW to invest R4.5 billion in their local operations 
and Imperial Motors considering a local Hyundai manufacturing plant.  
Another drop in the fuel price is expected in September. 
 
Key challenges  

• Chinese officials trying to influence the market, implementing different 

measures with severe effects on the international markets. 

• The effect of a slowdown in the Chinese economy on the Asian and 

emerging countries, already visible in neighbouring countries. 

• More clarity on when and by how much the US will increase interest 

rates. 

• A deterioration in the Rand/US$ exchange rate, which may cause an 

interest rate hike in South Africa. 

• An increase in job losses due to the economy moving into stagnation. 

• A lack in investment by government and the private sector. 

The JSE all share index closed just below 50 000 at the end of August, after a 
drop below 47 000 during August. This confirms the fact that volatility 
expected during 2015 is at play, creating investment opportunities. Selected 
foreign exposure in any share portfolio is key in a well-diversified portfolio. 
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