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FTSE/JSE Indices Currencies
All Share Index 51,739.8   -0.8% 2.3% Rand/Dollar 15.21           -0.1% -1.6%
Top 40 Index 45,761.3   -0.9% 0.1% Rand/Pound 21.69           0.3% -3.8%
Resources Index 16,859.9   -3.0% 22.9% Rand/Euro 17.02           0.7% 1.3%
Industrials Index 77,744.8   -0.3% -1.8% Rand/Japanese Yen 7.45             0.6% -4.1%
Financials 15 Index 14,931.8   -0.9% -2.0% Dollar/Pound 1.44             1.1% -2.4%

Interest Bearing Indices Commodities 
BEASSA All Bond Index 490.4        1.4% 6.1% Gold (Rand) 19,296.04   -2.3% 17.3%
STeFI 12 Month Index 357.0        0.1% 1.5% Platinum (US$) 961.50        -1.8% 7.9%
Inflation-Linked Bond Index 636.4        0.2% 1.5% Brent Crude Oil (US$) 40.39           4.3% 8.3%

World Indices Major Economies Indices (base currency)
MSCI World Index 1,626.2     1.1% -2.2% S&P 500 (United States) 2,022.2       1.1% -1.1%
MSCI Europe Index 1,465.8     1.5% -3.7% FTSE 100 (United Kingdom) 6,139.8       -1.0% -1.6%
MSCI Emerging Index 800.9        1.3% 0.9% Nikkei 225 (Japan) 16,938.9     -0.4% -11.0%
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Disclaimer

“The information contained herein is intended for general information and illustrative purposes only and must not be seen as advice as defined in the FAIS Act. NMG does not expressly or by implication represent, recommend or propose, nor does it intend to represent, recommend or propose that the financial information contained in this report is appropriate to the 

particular investment objectives, financial situation or particular needs of any existing client or any other person reading the report.It is recommended that you consider on your own or in consultation with your licensed financial services provider as to whether the intended purchase of any financial product; the investment in any financial product; the conclusion of any 

transaction in respect of a financial product; or the variation, replacement or termination of any terms in relation to a financial product is appropriate when considering your particular needs, personal objectives and financial situation. 

NMG has taken all reasonable measures to insure that the information is complete and accurate; however, NMG makes no representation and gives no warranty as to the integrity, adequacy, completeness or suitability of the information contained herein or that the information is free from errors and omissions of any kind. NMG will not be liable for any actions taken by 

any person based on the correctness of this information.”

The NMG Mercado Week 11

South African Credit rating Under Threat
South Africa is working hard to convince that Moody’s Investors Service that structural reforms and other actions required to support the fiscal framework announced
in the Budget 2016 are enough to avoid a credit-rating downgrade. The country is targeting budget deficit to decline to 2.4% of GDP in the outer year of the three-year
cycle from the projected shortfall of 3.9% of GDP in the year ending March 31, 2016. Gross debt will exceed 50% of GDP this year and this is for the first time in at least
25 years. The government expects the economy to growth by 0.9% this year whilst Moody’s forecasts the economy to expand by 0.5% in 2016, and should the country’s
economic growth be within Moody’s expectations, South Africa will face headwinds in servicing its debt. The means that the cost of debt will go up on the back of weak
commodity prices due to weak global economy. Hence, there will be increased headwinds for government to meet its obligations such as infrastructure developments.
In addition, both offshore and domestic pension funds may be barred holding South African debt because of the rules on how much on investment grade debt they can
invest. This also means that the probability of default on South Africa’s debt will increase as the country might face pressure to payback debt due to higher interest rate
and headwinds on its income. This implies that prices of South African assets will drop because of decline in demand, currency will weaken further, and individuals will
experience higher costs of goods, services and interest rates. Looking at other countries that have been downgraded to junk status, it took an average of 7.5 years to
recover from junk status downgrade. however, our view is should South Africa be downgraded to, it is poised to take less recovery time due to measures that the
government has put in place in the budget, government and private partnership, positive developments on South Africa’s energy supplies. South Africa income had
been spoiled by low commodity prices, government policies uncertainty, ever sky rocketing wage bill and low productivity in some sectors due to strained labour
relations. Standard & Poor’s has a negative outlook on the nation’s BBB- rating, which is one level above junk. Last week, Moody’s Investors Service highlighted that it
is putting South Africa’s Baa2 assessment on review for a downgrade because of the weaker growth and fiscal outlook. A one-step cut by Moody’s will move its
evaluation on par with that of Fitch Ratings Limited and Standard & Poor’s.
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South Africa Level of Credit Rating Above Junk

Downgrade from Moody's will 
move its evaluation on par 

Source: Trading Economics; NMG Actuaries & Specialised Consulting

• South Africa's Retail Trade Sales data - Retail sales in South Africa increased 4.1% YoY in December of 2015, compared to a downwardly revised 3.8% rise in the
previous month and consensus was at 3.3%. The highest growth rates were recorded for household furniture, appliances and equipment. The market is
expecting retail sales for January 2016 to be 3.9% Poor’s.

Exclusive Investment expertise weekly from next week 

Watch this space!
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