
DOMESTIC MARKET

FTSE/JSE EQUITY INDICES YTD 1 M 3 M 1 Yr

FTSE JSE ALSI (TR) 8 346                                   12.2% 4.8% 3.9% 4.4%

BASIC MATERIALS 4 184                                   20.9% 10.2% 2.4% 21.5%

INDUSTRIALS 13 508                                13.6% 4.4% 4.5% -2.9%

CONSUMER GOODS 10 163                                18.7% 8.4% 5.6% -5.1%

HEALTHCARE 7 047                                   -19.9% -0.5% -8.3% -41.5%

CONSUMER SERVICES 40 530                                6.2% 0.6% 4.0% -6.7%

TELECOMS 11 914                                15.9% 4.1% 18.6% 7.2%

FINANCIALS 40 892                                2.1% 1.2% 3.1% 0.4%

TECHNOLOGY 4 491                                   5.0% 4.4% 2.8% 20.0%

SIZE YTD 1 M 3 M 1 Yr

JSE TOP 40 7 407                                   13.5% 5.4% 4.6% 4.6%

SA MID CAPS 15 747                                4.3% 2.5% 1.5% 5.2%

SA SMALL CAPS 17 343                                -1.6% -0.2% 1.8% -10.9%

STYLE YTD 1 M 3 M 1 Yr

SA VALUE 376                                      6.8% 3.8% 1.0% -0.9%

SA GROWTH 656                                      13.9% 5.3% 5.1% 2.3%

INTEREST RATE SENSATIVES YTD 1 M 3 M 1 Yr

SA LISTED PROPERTY 1 953                                   6.0% 2.2% 4.5% 0.8%

BEASSA ALBI 681.60                                7.7% 2.3% 3.7% 11.5%

CASH YTD 1 M 3 M 1 Yr

STEFI INDEX 425.50                                3.6% 0.5% 1.8% 7.3%

EXCHANGE RATES YTD 1 M 3 M 1 Yr

ZAR/USD 14.09                                  14.58 14.50 13.73

ZAR (Appreciation)/Depreciation -2.0% -3.4% -2.9% 2.6%

ZAR/GBP 17.88                                  18.42 18.89 18.13

ZAR (Appreciation)/Depreciation -2.5% -2.9% -5.4% -1.4%

ZAR/EUR 16.02                                  16.29 16.27 16.04

ZAR (Appreciation)/Depreciation -2.7% -1.6% -1.5% -0.1%

BORROWING RATES 1m Ago 3m Ago 12m Ago

SA REPO 6.8% 6.8% 6.8% 6.5%

SA PRIME OVERDRAFT 10.3% 10.3% 10.3% 10.0%

ECONOMICS Last Avail 2017 2016 2015 2014

SA REAL GDP YOY 0.0% 1.3% 0.3% 1.4% 1.7%

CPI YOY 4.5% 5.3% 6.3% 4.6% 6.1%

CURRENT ACC (AS % of GDP) -3.2% -2.8% -4.6% -5.1% -5.8%

UNEMPLOYMENT RATE 27.6% 27.5% 26.7% 25.3% 25.1%

ASISA CATEGORIES (IN ZAR) YTD 1 M 3 M 1 Yr

SA MULTI-ASSET LOW EQUITY 5.8% 1.2% 1.7% 5.5%

SA MULTI-ASSET MEDIUM EQUITY 6.8% 1.6% 1.5% 4.4%

SA MULTI-ASSET HIGH EQUITY 6.9% 1.8% 1.1% 3.2%

SA EQUITY GENERAL 7.5% 2.9% 1.6% 1.5%

SA REAL ESTATE GENERAL 3.0% 1.4% 2.3% -1.9%

GLOBAL MULTI-ASSET LOW EQUITY 3.9% -1.5% -1.0% 4.2%

GLOBAL MULTI-ASSET HIGH EQUITY 8.7% 0.5% -0.2% 4.0%

GLOBAL MULTI-ASSET FLEXIBLE 9.8% 0.5% -0.2% 5.2%

GLOBAL EQUITY GENERAL 13.3% 1.4% 0.4% 5.1%

Source: Bloomberg, Morningstar
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In the 2nd quarter, there were a multitude of factors pulling local asset classes in different directions and although markets were broadly positive, there
was ample intra-quarter volatility on the local bourse. On the one hand, concern over any finality in trade negations between the US and China cast a
shadow on emerging markets. While on the other, a weakening US growth outlook and the increasing prospects of a rate cut by the Fed offset the trade-
war uncertainty.

With stage 4 load shedding fresh in our memories and the ongoing enquiry into state capture by the Zondo commission being closely watched, sentiment
leading into the national election in early May was tense and gloomy. While investors were more comfortable with Cyril Ramaphosa at the helm of the
ruling party, there were concerns over how his success at a national level would impact his power struggle internally. Ultimately, the ANC retained the
majority of vote and this provided President Ramaphosa the mandate required to implement policy reforms, starting with some major changes in his
cabinet. The “goldilocks” election outcome provided the impetus required for domestic stocks to outperform the broader market at a time when it was
most needed, although this theme was short-lived.

Later that month, President Trump upset the apple cart, placing further tariffs on Chinese imports which sparked a meltdown in global risk assets. The
S&P 500 and the MSCI ACWI indices both lost close to 7% in May. SA equities were down 5% in the month but the weakness in the rand partially offset
some the losses. It wasn’t long before the prospect of lower rates in developed markets encouraged investors to pile back into risk assets, leading to a
strong reversal and a rally across the board. The scoreboard for Q2 doesn’t adequately reflect the volatility experienced by investors, with all major
sectors delivering strong returns. Resources lagged the broader market in Q2 but remain the best performing sector for 2019, delivering 19% in the last 6
months. Financials on the other hand were the best performers in Q2 but have lagged for the most of 2019 and are almost 6% behind the JSE All Share
Index over this period.

In early June, Stats SA released the Q1 GDP print which surprised to the downside, contracting 3.2% QoQ. Load shedding weighed heavily on the
manufacturing and mining sectors while agricultural output was lower due to one-off effects. This was the most significant contraction in over a decade,
and concerns over the stability of Eskom’s power supply and financial sustainability remain key concerns for most economists. Without energy there is no
investment, and a financially unstable Eskom poses a risk to the fiscus and credit ratings. For now, it appears that Moody’s has given the new regime the
benefit of the doubt, having recently issued a credit opinion on SA, reiterating it’s Baa3 stable outlook. They argue that that “the new government” will
put forward policies to continue tackling the main credit challenges, including low growth, steadily rising debt, leveraged state-owned enterprises and
weakened institutions’ now that elections are out of the way.

Talk of a potential downgrade to junk-status for SA has been around for so long that it seems investors are ignoring this risk entirely. Local bonds have
outperformed the broader equity market by 7% and 3% over the last 1 year and 3 years respectively. A narrowing of SA’s credit default swap by
approximately 100bps since 2016 along with a strong improvement in local inflation has more than offset the headwind of rising rates in the US and has
contributed to outstanding absolute returns. More recently, the dovish sentiment from the Fed and the subsequent compression in global yields has led
to further demand for higher yields from abroad, but now valuations appear to be stretched. A high allocation to SA bonds may seem obvious with these
strong returns, but the potential tail risk of drastic outcomes could easily have been realised had 2% of the candidates voted against Cyril Ramaphosa at
the 2017 ANC elective conference.

The demand for lucrative after-tax returns, in an environment where growth assets continue to struggle has been supportive for the preference share
market. Year to date, the FTSE/JSE preference share index is up 12% and broadly speaking yields remain attractive at about 10%. The property market has
offered some respite after a tumultuous 2018, with the Capped FTSE/JSE Property Index delivering 2% for 2019 so far. The local property counters remain
prey to the weak domestic growth environment, excess supply in the office space and lacklustre retail pending. In the absence of the the strong
contribution from companies in the Resilient Group that started the year on an exceptionally low base, together with the rand hedges, the broader
market would certainly have been down year-to-date.
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DEVELOPED MARKETS YTD 1 M 3 M 1 Yr

MSCI World (USD) 6 331                                   17.0% 6.6% 4.0% 6.3%

US S&P500 2 942                                   17.3% 6.9% 3.8% 8.2%

UK FTSE100 7 426                                   10.4% 3.7% 2.0% -2.8%

DJ Euro Stoxx 50 3 474                                   15.7% 5.9% 3.6% 2.3%

France CAC40 5 539                                   17.1% 6.4% 3.5% 4.0%

Germany Exetra Dax Index 12 399                                17.4% 5.7% 7.6% 0.8%

Japan Nikkei 225 21 276                                6.3% 3.3% 0.3% -4.6%

EMERGING MARKETS YTD 1 M 3 M 1 Yr

MSCI Emerging Markets (USD) 1 055                                   9.2% 5.7% -0.3% -1.4%

Brazil - Bovespa Index 100 967                              14.9% 4.1% 5.8% 38.8%

China - Shanghai Composite 2 979                                   19.4% 2.8% -3.6% 4.6%

India - Bombay Sensitive 39 395                                9.2% -0.8% 1.9% 11.2%

Russia - MICEX Russia Index 2 766                                   16.7% 3.8% 10.8% 20.5%

STYLE YTD 1 M 3 M 1 Yr

MSCI WORLD VALUE 2 774                                   11.1% 6.1% 1.6% 1.4%

MSCI WORLD GROWTH 2 747                                   20.3% 6.8% 5.1% 7.2%

GLOBAL INTEREST RATE SENSATIVES YTD 1 M 3 M 1 Yr

JPMorgan Global Gov Bond Index 597.15                                5.9% 2.2% 3.4% 6.4%

CASH 1 M Ago 3 M Ago 1 Yr Ago
US$ 12M LIBOR 2.2% 2.2% 2.7% 2.8%

EXCHANGE RATES YTD 1 M 3 M 1 Yr
USD/GBP 1.27                                    1.26 1.30 1.32
USD (Appreciation)/Depreciation -0.4% 0.5% -2.6% -3.9%

USD/EUR 1.14                                    1.12 1.12 1.17

USD (Appreciation)/Depreciation -0.7% 1.8% 1.4% -2.7%

USD/JPY 0.01                                    0.01 0.01 0.01
USD (Appreciation)/Depreciation 1.6% 0.4% 2.7% 2.6%

SHORT TERM RATES 1 M Ago 3 M Ago 1 Yr Ago

US Repo Rate 2.4% 2.4% 2.5% 1.9%

LONG TERM SOVEREIGN YIELDS 1 M Ago 3 M Ago 1 Yr Ago
US Govt Bonds 10 Year (YTM) 2.0% 2.1% 2.4% 3.0%
UK Govt Bonds 10 Year (YTM) 0.8% 0.8% 1.0% 1.3%

PRECIOUS METALS (USD)

Gold  - USD/Oz 1 409.55                             10.0% 8.0% 9.1% 12.5%
Platinum  - USD/Oz 834.75                                5.0% 5.2% -1.7% -2.2%
Silver  - USD/Oz 15.32                                  -1.1% 4.9% 1.3% -5.0%
Palladium  - USD/Oz 1 537.66                             21.6% 15.8% 11.0% 60.9%

INDUSTRIAL METALS (USD)

Copper - Cash LME (US/ton) 5 982.00                             0.6% 3.0% -7.8% -9.7%

Steel - HRC Price 536.00 -24.1% -6.8% -22.4% -28.5%

Aluminium - Cash LME (US/ton) 1 779.75                             -4.5% 0.4% -6.0% -17.4%

COMMODITIES INDEX YTD 1 M 3 M 1 Yr

RJ CRB Index TR 189.83                                7.9% 3.4% -0.9% -7.6%

ENERGY
Oil -  Brent Crude Spot Price (US$) 66.55                                  23.7% 3.2% -2.7% -16.2%

AGRICULTURAL PRODUCTS
Maize 431.50                                8.6% -2.8% 12.2% 9.4%
Wheat 527.25                                -0.2% 3.4% 11.9% -5.3%

HEDGE FUND INDEX YTD 1 M 3 M 1 Yr

HFRX Global Hedge Fund Index 1 240.10                             4.2% 1.6% 1.6% -2.0%

Source: Bloomberg, Morningstar
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The market gains in Q2 were widespread, but it wasn’t exactly a smooth ride higher. The roller coaster market started off well in April but experienced a
large pullback in May mostly in part to investor fear about trade/tariff tensions with U.S. and China. Then in June, central banks came to the rescue. Based
on weaker economic data, they appear to be more inclined to lower rates than increase them. In a sense, bad economic news was good news for the
markets. Whether you are a stock investor or a bond investor, the first half of 2019 was outstanding for financial markets. This has been a huge about-
face from December when markets pulled back and sentiment was grim. The S&P 500 had it’s best June month in over 60 years.

2019 has, so far, been a year of confusion and contradiction. We’ve all been intensely focused on issues such as the escalating global trade war, but up
until relatively recently, markets have largely shrugged off these threats. And we’re seeing broader political uncertainty in the form of growing populism
that weighs on investors’ minds even if it hasn’t yet affected long-term values. At the same time, central bank policy (especially in the U.S.) took a sharp
turn from hawkish to dovish without much really changing from a fundamental perspective. Bond and equity markets are arguing with each other. Bond
markets see trade-war escalation, weak global data and declining inflation expectations. Equity markets see Fed easing, China stimulus and a trade deal
with China ahead of U.S. President Donald Trump’s 2020 re-election campaign.
The bond market isn’t always right, and the equity market story has some appeal, but there is one heavyweight indicator on the side of the bond market –
the inverted yield curve. This has predicted every U.S. recession over the past 50 years. The inversion needs to be sustained for a couple of months to
provide a strong signal, but it makes a persuasive case for caution. On the other hand, U.S. Federal Reserve (Fed) easing, China stimulus and a U.S.-China
trade deal could trigger another bull run. But it’s late cycle, the downside equity market risks outweigh the upside and betting on a market friendly
outcome at mid-year 2019 is risky.

As we end the first half of this year with U.S. stocks (and large-cap growth tech stocks in particular) dominating global market performance, we find
ourselves on a tightrope, as valuations (based on 12-month forward earnings) have recovered to their recent highs). If U.S. / China trade negotiations
don’t break down and businesses get a clearer macro picture on where/when to invest, then these valuation levels can hold. Global equities could then
enter a "put-up-or-shut-up" period where further market advances would need to be confirmed by actual earnings growth.

So, apart from cash, pretty much everything was in demand following the Fed meeting, and it wasn’t just risk-on versus risk-off. Precious metals also
rallied alongside industrial commodities. Assuming no inflationary shocks and commodity prices remain contained, the Fed has moved itself to the
sidelines. Should the markets face another bout of volatility, it will likely not be due to Fed tightening, and such a sell-off maybe short-lived if global
central banks once again come to the rescue.

Now that the U.S. and China have stepped back (again) from the brink of a full-blown trade war to re-engage in trade negotiations (again), one can make a
reasonable argument that markets are now priced at an equilibrium, delicately balanced between macro tailwinds and headwinds. Consider that global
equities seem less influenced by global manufacturing sentiment, which has been in a slump since the early part of this year, and more by expectations of
progress in global trade negotiations and dovish central bank (namely, the U.S. Federal Reserve) responses to ongoing economic weakness.

Further economic weakness only bolsters the case for the Fed to cut rates at the July meeting, with an additional 1-2 cuts expected throughout the
remainder of the year . Yet, global equities can ride optimism over any marginal progress made in global trade discussions, as well as further clarity on the
resolution of geopolitical macro overhangs such as BREXIT and Iran. Indeed, the drop in global manufacturing sentiment is generally being dismissed as a
result of the U.S. / China trade conflict, which has negatively impacted global trade and business spending as corporate managements wait on the
sidelines until the dust settles. A strengthening dollar has also not helped global trading conditions, due to the squeeze in liquidity and dollar-based
borrowing. We may be in equilibrium between bullish versus bearish expectations, but it is a tightwire act, nonetheless. World central banks have shifted
into an easing stance, concerned about the drop in global manufacturing sentiment and inflation expectations. Bond markets are pricing in deflationary
pressures with $13 trillion of global sovereign debt now yielding at negative levels(meaning bonds are priced to generate a negative total return upon
maturity) as investors scramble to lock in yields wherever they . Yet, commodity prices have recovered in anticipation of the dovish pivot by the ECB and
the Fed. World central banks are now having to set policy in a topsy-turvy world of negative yields and rising commodity prices.

Looking forward global economic growth should pick up sometime in the second half thanks to accommodative monetary policies globally and the
increasing likelihood of a large stimulus from China to counter the negative effect from trade tensions. This implies that equities are likely to rally again
after a period of congestion within a trading range, supporting a cautiously optimistic portfolio allocation for the next 9-12 months. Diversification
however both at the asset class level and within each asset class will be important eg equity style . While growth has had a tremendous run and calls are
for lower rates in future, if the objective for low rates is finally achieved and inflation rears its head we may very well see rotation as investors seek out
more attractively valued positions thereby entering the final and truly euphoric stage of the bull market.
After the Fed signalled at its June meeting that rates cuts were likely on the way, the U.S. 10-year Treasury yield dropped to 1.97% overnight on June 20,
the lowest since November 2016. Overall, the 10-year yield dropped by 40 bps in Q2 to end the quarter at 2%. The Market has already more than
discounted in the 92 bps of rate cuts over the next 12 months). That means the risk of disappointment is high . We see the likelihood of one or two
“insurance” cuts by the Fed, but the current environment (with a record-high stock market, tight corporate spreads, 50-year low unemployment rate, and
2019 GDP on track to reach 2.5%) is not compatible with a full-out cutting campaign. In addition, the latest Merrill Lynch survey indicated that long
duration is the most crowded global trade. Given that the US is unlikely heading into a recession just yet but rather experiencing a manufacturing
slowdown mainly due to external shocks, there is a real risk that rates could move higher and one will be provided with better entry points.


