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July 2019 
World Economy 
 
US GDP grew by 2.1% quarter-on-quarter in Q2 2019, boosted overwhelmingly by 
consumer spending. The Federal Reserve cut interest rates for the first time since 2008, 
by 25 basis point, but Fed chair Jerome Powell used the term “mid-cycle adjustment”, 
indicating that the bank is not engaging in a new cutting cycle. The probability of a 
recession in the US over the next year is now up at 32.9%, the highest level since April 
2008, according to the New York Federal Reserve. The European Central Bank (ECB) 
opted to keep its interest rates unchanged. Despite the decision, the ECB signalled that 
it may loosen monetary policy at future meetings, saying rates will remain at their 
“present or lower levels” at least throughout the first half of 2020. Chinese GDP growth 
increased by 6.2% year-on-year in Q1 2019, the lowest GDP growth in almost 30 years, 
showing how trade tensions have undermined China’s economic activity. 
 
SA Economy 
 
The South African Reserve Bank (SARB) cut interest rates by 25bps as expected and 
revised down its 2019 GDP growth forecast again from 1% to 0.6%. The International 
Monetary Fund (IMF) has cut its GDP growth forecasts for South Africa to 0.7% for 2019 
from 1.2% previously, and 1.1% for 2020 from 1.5%. Fitch Ratings cut its outlook on SA’s 
debt to negative following the announcement of an additional R59bn in support for 
Eskom. Moody’s Investors Service hinted that it could no longer remain silent on SA’s 
deteriorating debt picture. They said that the SA government will struggle to absorb the 
costs of R59bn in support for Eskom over the next two years. Inflation remained 
unchanged at 4.5% in June compared with May.  SA’s headline producer inflation 
eased considerably in June to 5.8% year-on-year. South Africa’s official 
unemployment rate has increased by 1.4 percentage points to 29%, Statistics 
South Africa said. This is the country’s highest unemployment rate since the first 
quarter of 2008. SA recorded a trade surplus of R4.42bn in June, compared with a 
downwardly revised R1.7bn in May. SA’s total debt (government, households and 
businesses) has risen by 122% in the past nine years to a total of R7.5 trillion. 
Manufacturers shipped out 34,297 vehicles in July, a 22.1% improvement on last 
year’s 28,081. New-car sales tumbled 8.2% in July from a year earlier.  The 
seasonally adjusted Absa purchasing managers’ index (PMI) rose to 52.1 points in 
July from 46.2 in June. The last time the index was this high was in June 2016. 
 
Trends and Opportunities 

 The probability of a recession in the US is now up at 32.9%. 
 The ECB signaled that it may loosen monetary policy at future meetings. 
 Chinese GDP growth is the lowest in almost 30 years. 

 “The harder you work, the luckier you get.” Gary Player   
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