
   
 _____________________________________________________________________________________________ November 2016 World Economy Bank of America Merrill Lynch is predicting 2,300 for the S&P 500 Index at end 2017, which is approximately 4-5% higher than the current level, excluding dividends. Financials have led the way since Trump’s win. The Russell 2000 Index of 2,000 smaller shares has risen over +16% since Trump’s win. This index is now up over 20% including dividends. Inflationary expectations are climbing and there are hints global central banks may be buying fewer sovereign securities going forward. Investors pulled $10.7bn (R150bn) from US bond funds in the two weeks after Trump’s victory, the biggest exodus since 2013. Evidence of a pickup in the economies of the US, China and Europe is seen. Opec sent crude oil prices soaring by agreeing to its first production cuts in eight years. 
 SA Economy 
SA leading economic indicator has improve, suggesting SA can avoid an outright 
recession.   Fitch confirmed SA's international credit rating at BBB-, but revised the 
ratings outlook from neutral to negative. Moody's released an update on South 
Africa's fiscal and economic position, but not yet a Ratings Action. S&P Global Ratings 
agency held SA’s foreign currency sovereign credit rating at BBB-, and kept its outlook 
negative, however cut its local currency rating one notch to BBB. SA consumer 
inflation rose to 6.5% in October, pushed higher by food and fuel prices. Bank of 
America Merrill Lynch is quite positive on the SA stock market due to their forecast of 
+25% earnings growth for the JSE ALSI over the next 12 months. The JSE has had a lot 
of shares that have corrected sharply over the past year i.e. mining shares and many 
of the industrial shares are down substantially. Steinhoff is -30% from its high, Aspen 
is down -33% and back at June 2014 levels, Sasol is -40%, Mediclinic is -40%, Brait is 
-45%, British American Tobacco is -20%, Naspers is -18.5% and Mr Price is -50%. The 
unemployment rate increased sharply to 27.1% in Q3 2016.  In November aggregate new vehicle sales fell 9.6% compared to November last year and export sales increased with 12.1%.  The Barclays Purchasing Managers’ Index was up to 48.3 points in November. That was a 2.4-point increase from the October number.   Trends and Opportunities  Although the PMI number improved, it is still less than 50 points indicating 

manufacturing is contracting.  
 The SA GDP growth rate is expected to rise to just over 1% in 2017. 
 The unemployment rate still increasing is a concern. 
 Currency volatility is playing a huge role in the equity and Bond market 
 With the US economy improving, the FED will most likely hike rates in December  

“True individual freedom cannot exist without economic security and independence. People who are hungry and out of a job are the stuff of which dictatorships are made.”   Franklin D. Roosevelt  
RvD de Kock      PJ de Jongh 


