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Last week, rigs targeting oil in the US fell by 28 or 6.0%. There are now 439 rigs operating in the US oil fields. This marks eight straight weeks of declines in the
number of working rigs. The US oil fields have shaded 97 oilrigs or -18.1% YTD 2016 and over the same period, last year, the US oil fields had already idled 443
oilrigs. Natural gas rigs were trimmed by 2 to 102, bringing the YTD 2016 rigs down by 60 or 37.0%. Oil has become disconnected to the cost of getting it from
the ground and despite the cutbacks due to price slump, the US production has remained stubbornly high as new techniques that increase efficiency keep the
oil flowing. Data from Energy Information Administration (EIA) showed that US production fell by 28 000 barrels to 9.19 million barrels a day. This is the first
time since early September that US output declined for three weeks in a row. The West Texas Intermediate (WTI) crude oil dropped 4.7% and closed the week
at US$29.44, and has dropped 20.5% YTD 2016. Gold climbed 5.5% last week in dollar terms and closed the week at US$1 237.92 on the New York Mercantile
Exchange (NYMEX). Gold has rallied 16.6% YTD 2016, outperforming most global stock and bond markets. Due to the current global turmoil mainly in the
equity markets, investors have poured funds into gold-backed exchange-traded products this year. The holdings of gold backed exchange-traded products
have swelled 8.6% this year. Most industrial metals gained last week led by nickel which closed the week at US$7 820.00 per tonne at the London Metal
Exchange (LME) and aluminium closed at US1 499.00 per tonne. Corn futures in the US at Chicago Board of Trade (CBOT) for March 2016 delivery lost 1.9% last
week. This was the most lost in a week since week-ending December 24, 2015. We view that the US corn exports might continue slowing down because South
America is poised to for a big corn harvest. This bodes well with South Africa and Sub-Saharan Africa who are currently experiencing poor corn harvests due to
droughts from El-Nino effects.   

In what could be viewed as a positive move, President Jacob Zuma has released a report that calls for partial privatisation of state owned entities. Given that
South Africa sits on the brink of a possible downgrade, the government and the president in particular are under severe pressure to boost the economy as to
avoid a downgrade. The report makes reference to the private sector assisting the government sector to deliver social and economic infrastructure. We
believe that this decision will bode well for the economy as the private sectors participation in state owned entities could lead to increased output to better
service the economy. Mining and manufacturing, which account for 20% of the economy, experienced poor performance. This indicates that these fragile
sectors will not add much to GDP readings. Weak international demand, falling commodity prices and climbing input costs look to maintain the pressure on
these two sectors. Trading conditions within the country also have taken strain, on the back of ailing demand. It is forecast that new orders and sales will face
significant stress over the upcoming period. In more negative news, food prices have increased at eight times the rate than they did in the past year. Food
costs look to rise even further as the Rand maintains its weak path and the drought persists. Also retailers usually buy items in advance to create price
certainty, when this forward cover runs out, the true effects of food inflation shall arise. 

The University of Michigan’s preliminary index decreased to 90.7 from 92.0 in January 2016, against a median consensus of 92.3. The weakening of the
University of Michigan’s index is a reflection of the recent turmoil in equity markets, fuelled by declining oil prices, subdued global outlook and strengthening
of the dollar. The reports showed that Americans expects income gains of 1.6% in the year ahead, twice as much as last month’s 0.8%. According to the report,
Americans expected the inflation rate over the next 5 to 10 years to be 2.4%, down from 2.7%. This is the lowest since late 1970. In addition, the expected
inflation in the next year is 2.5%, unchanged from January 2016, however, down from 2.8% expected in 2015. Naturally, we would expect that declining
energy prices and sluggish global growth may depress inflation but improvement in the labour market and wage growth will help to boost inflation. When we
apply the wage data that was released two weeks ago showing a 0.5% increase in the average hourly earnings in January 2016, we believe that the inflation
expectation drop is significant because it runs in contrast to wage data which was suggestive of an acceleration in inflation. The euro-area economy recorded a
0.3% expansion in GDP in Q4 2015. This was driven by Germany, the euro-area’s largest economy, which grew at the same pace. Growth in Italy rose to just
0.1%, the weakest in a year and Greece slipped back into recession. Greece Q4 2015 GDP contracted 0.6% after shrinking a revised 1.4 percent in the previous
quarter, making the economy contract by 0.7% throughout 2015. We view that although the euro area showed some resilience in Q4 2015, through a GDP
expansion of 0.3% this might not be enough to counter disinflationary pressures from abroad such as equity market volatility, oil price slump and renewed
concerns about weakening global output. The euro area also recorded the biggest slump in industrial production since August 2014 of 1.0% in December 2015.
The region’s growth and inflation forecast for this year have now reduced to 0.5% and 1.7%. 

South African stock markets performed surprisingly well on Friday, with the All Share and Top 40 indices both gaining 2.5% for the day. Friday’s gains were
broad based, with resource stocks making large strides. Looking at individual stocks, Anglo American added 14.9% and the construction company Murray and
Roberts jumped 7.2%. Over the week, equities ended in negative territory with the All Share and Top dropping by 2.3% and 3.0% respectively. The resource
index actually made the biggest gains during the last week, gaining 1.1%, whilst the Industrials and Financials indices both faced declines over the week. The
BEASSA All Bond Index also showed downward movement over the period under review, whilst the local Rand made positive strides against the US Dollar. The
Rand strengthened by 1.0% against the greenback in a week. The South African currency on a year-to-date basis has fallen by 2.6% - this is following the large
declines seen during 2015. The currency showed volatility ahead of the State of the Nation address.

Last week, the German 10-year bund yields fell four basis points, to 0.26% and the two-year note yield fell one basis point to minus 0.51%. The US 10-year
bond yield fell nine basis points to close at 1.75%, and during the week, it touched 1.53%, the lowest in more than three years and within 15 basis points of the
historic low reached in 2012. Gains to the US debt markets are attributed to increase in demand for US debt due to mainly worries from European banks’
credit that have pushed global stocks into a bear market. As the week closed, the market implied a 30% chance of a 0.25% increase by the end of 2016, down
from a 93% probability seen at the end of 2015. In addition, there are signs of distress on the Treasuries yield curve however; it has not flashed the traditional
recession signal when short-term yields climb above long-term yields. The gap between three-month and 10-year yields, which the Fed uses as a growth
indicator, narrowed to 144 basis points, the smallest since 2012 and the spread between two- and 10-year yields shrank to 103 basis points, the slimmest since
2007. The Bloomberg Dollar Spot Index, which tracks the greenback versus 10 peers, added 0.2% to 1 219.4 points. The dollar gain is because of retail sales
increased more than forecast in January, adding to the case for higher interest rates in the U.S. this year. The Russian ruble lost 1.6% last week to 78.77 per
dollar. The currency downbeat is attributed mainly to the market imperfections since it currently receives support from companies that need cash to pay local
tax bills of about US$6.9 billion by the end of this month. The MSCI Emerging Markets Index slipped 3.8%. The loss was lessened by crude oil that surged the
most in seven years on signs that OPEC is now willing to engage with other producers and on data that showed euro-area economy grew in Q4 2015. Last
week, the Dow Jones Industrial Average Index was down 1.4% and the S&P 500 Index lost 0.8%. Global stocks have been in a slump on concerns that growth in
China, the engine of the global economy, is slowing far faster than expected. In addition, global market jitters of the sputtering global economy have been
exuberated by plunging oil prices and low inflation. 
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Last week, rigs targeting oil in the US fell by 28 or 6.0%. There are now 439 rigs operating in the US oil fields. This marks eight straight weeks of declines in the
number of working rigs. The US oil fields have shaded 97 oilrigs or -18.1% YTD 2016 and over the same period, last year, the US oil fields had already idled 443
oilrigs. Natural gas rigs were trimmed by 2 to 102, bringing the YTD 2016 rigs down by 60 or 37.0%. Oil has become disconnected to the cost of getting it from
the ground and despite the cutbacks due to price slump, the US production has remained stubbornly high as new techniques that increase efficiency keep the
oil flowing. Data from Energy Information Administration (EIA) showed that US production fell by 28 000 barrels to 9.19 million barrels a day. This is the first
time since early September that US output declined for three weeks in a row. The West Texas Intermediate (WTI) crude oil dropped 4.7% and closed the week
at US$29.44, and has dropped 20.5% YTD 2016. Gold climbed 5.5% last week in dollar terms and closed the week at US$1 237.92 on the New York Mercantile
Exchange (NYMEX). Gold has rallied 16.6% YTD 2016, outperforming most global stock and bond markets. Due to the current global turmoil mainly in the
equity markets, investors have poured funds into gold-backed exchange-traded products this year. The holdings of gold backed exchange-traded products
have swelled 8.6% this year. Most industrial metals gained last week led by nickel which closed the week at US$7 820.00 per tonne at the London Metal
Exchange (LME) and aluminium closed at US1 499.00 per tonne. Corn futures in the US at Chicago Board of Trade (CBOT) for March 2016 delivery lost 1.9% last
week. This was the most lost in a week since week-ending December 24, 2015. We view that the US corn exports might continue slowing down because South
America is poised to for a big corn harvest. This bodes well with South Africa and Sub-Saharan Africa who are currently experiencing poor corn harvests due to
droughts from El-Nino effects.   

In what could be viewed as a positive move, President Jacob Zuma has released a report that calls for partial privatisation of state owned entities. Given that
South Africa sits on the brink of a possible downgrade, the government and the president in particular are under severe pressure to boost the economy as to
avoid a downgrade. The report makes reference to the private sector assisting the government sector to deliver social and economic infrastructure. We
believe that this decision will bode well for the economy as the private sectors participation in state owned entities could lead to increased output to better
service the economy. Mining and manufacturing, which account for 20% of the economy, experienced poor performance. This indicates that these fragile
sectors will not add much to GDP readings. Weak international demand, falling commodity prices and climbing input costs look to maintain the pressure on
these two sectors. Trading conditions within the country also have taken strain, on the back of ailing demand. It is forecast that new orders and sales will face
significant stress over the upcoming period. In more negative news, food prices have increased at eight times the rate than they did in the past year. Food
costs look to rise even further as the Rand maintains its weak path and the drought persists. Also retailers usually buy items in advance to create price
certainty, when this forward cover runs out, the true effects of food inflation shall arise. 

The University of Michigan’s preliminary index decreased to 90.7 from 92.0 in January 2016, against a median consensus of 92.3. The weakening of the
University of Michigan’s index is a reflection of the recent turmoil in equity markets, fuelled by declining oil prices, subdued global outlook and strengthening
of the dollar. The reports showed that Americans expects income gains of 1.6% in the year ahead, twice as much as last month’s 0.8%. According to the report,
Americans expected the inflation rate over the next 5 to 10 years to be 2.4%, down from 2.7%. This is the lowest since late 1970. In addition, the expected
inflation in the next year is 2.5%, unchanged from January 2016, however, down from 2.8% expected in 2015. Naturally, we would expect that declining
energy prices and sluggish global growth may depress inflation but improvement in the labour market and wage growth will help to boost inflation. When we
apply the wage data that was released two weeks ago showing a 0.5% increase in the average hourly earnings in January 2016, we believe that the inflation
expectation drop is significant because it runs in contrast to wage data which was suggestive of an acceleration in inflation. The euro-area economy recorded a
0.3% expansion in GDP in Q4 2015. This was driven by Germany, the euro-area’s largest economy, which grew at the same pace. Growth in Italy rose to just
0.1%, the weakest in a year and Greece slipped back into recession. Greece Q4 2015 GDP contracted 0.6% after shrinking a revised 1.4 percent in the previous
quarter, making the economy contract by 0.7% throughout 2015. We view that although the euro area showed some resilience in Q4 2015, through a GDP
expansion of 0.3% this might not be enough to counter disinflationary pressures from abroad such as equity market volatility, oil price slump and renewed
concerns about weakening global output. The euro area also recorded the biggest slump in industrial production since August 2014 of 1.0% in December 2015.
The region’s growth and inflation forecast for this year have now reduced to 0.5% and 1.7%. 

South African stock markets performed surprisingly well on Friday, with the All Share and Top 40 indices both gaining 2.5% for the day. Friday’s gains were
broad based, with resource stocks making large strides. Looking at individual stocks, Anglo American added 14.9% and the construction company Murray and
Roberts jumped 7.2%. Over the week, equities ended in negative territory with the All Share and Top dropping by 2.3% and 3.0% respectively. The resource
index actually made the biggest gains during the last week, gaining 1.1%, whilst the Industrials and Financials indices both faced declines over the week. The
BEASSA All Bond Index also showed downward movement over the period under review, whilst the local Rand made positive strides against the US Dollar. The
Rand strengthened by 1.0% against the greenback in a week. The South African currency on a year-to-date basis has fallen by 2.6% - this is following the large
declines seen during 2015. The currency showed volatility ahead of the State of the Nation address.

Last week, the German 10-year bund yields fell four basis points, to 0.26% and the two-year note yield fell one basis point to minus 0.51%. The US 10-year
bond yield fell nine basis points to close at 1.75%, and during the week, it touched 1.53%, the lowest in more than three years and within 15 basis points of the
historic low reached in 2012. Gains to the US debt markets are attributed to increase in demand for US debt due to mainly worries from European banks’
credit that have pushed global stocks into a bear market. As the week closed, the market implied a 30% chance of a 0.25% increase by the end of 2016, down
from a 93% probability seen at the end of 2015. In addition, there are signs of distress on the Treasuries yield curve however; it has not flashed the traditional
recession signal when short-term yields climb above long-term yields. The gap between three-month and 10-year yields, which the Fed uses as a growth
indicator, narrowed to 144 basis points, the smallest since 2012 and the spread between two- and 10-year yields shrank to 103 basis points, the slimmest since
2007. The Bloomberg Dollar Spot Index, which tracks the greenback versus 10 peers, added 0.2% to 1 219.4 points. The dollar gain is because of retail sales
increased more than forecast in January, adding to the case for higher interest rates in the U.S. this year. The Russian ruble lost 1.6% last week to 78.77 per
dollar. The currency downbeat is attributed mainly to the market imperfections since it currently receives support from companies that need cash to pay local
tax bills of about US$6.9 billion by the end of this month. The MSCI Emerging Markets Index slipped 3.8%. The loss was lessened by crude oil that surged the
most in seven years on signs that OPEC is now willing to engage with other producers and on data that showed euro-area economy grew in Q4 2015. Last
week, the Dow Jones Industrial Average Index was down 1.4% and the S&P 500 Index lost 0.8%. Global stocks have been in a slump on concerns that growth in
China, the engine of the global economy, is slowing far faster than expected. In addition, global market jitters of the sputtering global economy have been
exuberated by plunging oil prices and low inflation. 
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FTSE/JSE Indices Currencies
All Share Index 48,589.7   -2.3% -4.2% Rand/Dollar 15.87           -1.0% 2.6%
Top 40 Index 43,119.7   -3.0% -5.8% Rand/Pound 22.81           0.0% 1.2%
Resources Index 14,676.5   1.1% 6.6% Rand/Euro 17.88           0.0% 6.4%
Industrials Index 74,285.8   -3.3% -6.3% Dollar/Euro 11.29           0.1% 0.4%
Financials 15 Index 38,786.2   -2.1% -5.3%

Interest Bearing Indices Commodities 
BEASSA All Bond Index 481.9        -0.5% 4.3% Gold (US$) 1,238.77     5.6% 16.8%
STeFI 12 Month Index 334.2        0.1% 0.8% Platinum (US$) 955.00        4.7% 7.2%
Inflation-Linked Bond Index 631.8        -0.1% 0.8% Brent Crude Oil (US$) 33.36           -2.1% -10.5%

World Indices Major Economies Indices (base currency)
MSCI World Index 1,486.4     -2.5% -10.6% S&P 500 (United States) 1,864.8       -0.8% -8.8%
MSCI Europe Index 1,349.1     -3.2% -11.4% FTSE 100 (United Kingdom) 3,129.6       -2.7% -9.1%
MSCI Emerging Index 711.2        -3.8% -10.4% Nikkei 225 (Japan) 14,952.6     -11.1% -21.4%
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Market Snapshot

THE WEEK AHEAD

   • Inflation, January 2016 – CPI looks to climb to 6.0% from 5.2%. Inflation looks to breach the upper end of the target band in the upcoming period.
   • Japan Prelim GDP
   • Great Britain CPI
   • EU German ZEW Economic Sentiment
   • Great Britain Employment
   • SA Retail Sales
   • US Building Permits
   • US Philly Fed Manufacturing Index
   • Great Britain Retail Sales

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 7

THe State of the Nation Address

The 2016 State of the Nation Address was one of the most anticipated events to happen this year, as the country waited for an idea of how the president of the
country would address the flailing economy and the possibility of a ratings downgrade. Despite the pressure that was placed on the president to deliver a speech
which could give piece of mind to the worried nation, his address did not seek to ease the mind of his audience. In fact analysts have stated that other than a few
positive comments, the speech as a whole was unlikely to boost confidence and deter rating agencies from changing their views on South Africa. President Zuma has
promised cost cut backs especially surrounding the perks that government officials have enjoyed in the past. The cuts to government expenditure are likely a result of
the finance minister, Pravin Gordhan’s recommendation. Pravin Gordhan has voiced his opinions quite clearly regarding what can be deemed as “unnecessary
expenditure”. The president also made reference to the affordability of nuclear energy, the debate between Cape Town and Pretoria as the capital city and question of
minimum wages. Analysts have stated that the speech had a “business as usual” tone, which lacked any new ideas. Economists have also questioned the state’s lack of
action toward the possibility of a downgrade. In the current situation of lack lustre growth, the State of the Nation address should have targeted the real issues in the
economy and attempted to ease the minds of South African citizens and the world. The country now anxiously awaits the Finance Minister’s speech to see how the
much needed economic reforms will actually be implemented.
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Last week, rigs targeting oil in the US fell by 28 or 6.0%. There are now 439 rigs operating in the US oil fields. This marks eight straight weeks of declines in the
number of working rigs. The US oil fields have shaded 97 oilrigs or -18.1% YTD 2016 and over the same period, last year, the US oil fields had already idled 443
oilrigs. Natural gas rigs were trimmed by 2 to 102, bringing the YTD 2016 rigs down by 60 or 37.0%. Oil has become disconnected to the cost of getting it from
the ground and despite the cutbacks due to price slump, the US production has remained stubbornly high as new techniques that increase efficiency keep the
oil flowing. Data from Energy Information Administration (EIA) showed that US production fell by 28 000 barrels to 9.19 million barrels a day. This is the first
time since early September that US output declined for three weeks in a row. The West Texas Intermediate (WTI) crude oil dropped 4.7% and closed the week
at US$29.44, and has dropped 20.5% YTD 2016. Gold climbed 5.5% last week in dollar terms and closed the week at US$1 237.92 on the New York Mercantile
Exchange (NYMEX). Gold has rallied 16.6% YTD 2016, outperforming most global stock and bond markets. Due to the current global turmoil mainly in the
equity markets, investors have poured funds into gold-backed exchange-traded products this year. The holdings of gold backed exchange-traded products
have swelled 8.6% this year. Most industrial metals gained last week led by nickel which closed the week at US$7 820.00 per tonne at the London Metal
Exchange (LME) and aluminium closed at US1 499.00 per tonne. Corn futures in the US at Chicago Board of Trade (CBOT) for March 2016 delivery lost 1.9% last
week. This was the most lost in a week since week-ending December 24, 2015. We view that the US corn exports might continue slowing down because South
America is poised to for a big corn harvest. This bodes well with South Africa and Sub-Saharan Africa who are currently experiencing poor corn harvests due to
droughts from El-Nino effects.   

In what could be viewed as a positive move, President Jacob Zuma has released a report that calls for partial privatisation of state owned entities. Given that
South Africa sits on the brink of a possible downgrade, the government and the president in particular are under severe pressure to boost the economy as to
avoid a downgrade. The report makes reference to the private sector assisting the government sector to deliver social and economic infrastructure. We
believe that this decision will bode well for the economy as the private sectors participation in state owned entities could lead to increased output to better
service the economy. Mining and manufacturing, which account for 20% of the economy, experienced poor performance. This indicates that these fragile
sectors will not add much to GDP readings. Weak international demand, falling commodity prices and climbing input costs look to maintain the pressure on
these two sectors. Trading conditions within the country also have taken strain, on the back of ailing demand. It is forecast that new orders and sales will face
significant stress over the upcoming period. In more negative news, food prices have increased at eight times the rate than they did in the past year. Food
costs look to rise even further as the Rand maintains its weak path and the drought persists. Also retailers usually buy items in advance to create price
certainty, when this forward cover runs out, the true effects of food inflation shall arise. 

The University of Michigan’s preliminary index decreased to 90.7 from 92.0 in January 2016, against a median consensus of 92.3. The weakening of the
University of Michigan’s index is a reflection of the recent turmoil in equity markets, fuelled by declining oil prices, subdued global outlook and strengthening
of the dollar. The reports showed that Americans expects income gains of 1.6% in the year ahead, twice as much as last month’s 0.8%. According to the report,
Americans expected the inflation rate over the next 5 to 10 years to be 2.4%, down from 2.7%. This is the lowest since late 1970. In addition, the expected
inflation in the next year is 2.5%, unchanged from January 2016, however, down from 2.8% expected in 2015. Naturally, we would expect that declining
energy prices and sluggish global growth may depress inflation but improvement in the labour market and wage growth will help to boost inflation. When we
apply the wage data that was released two weeks ago showing a 0.5% increase in the average hourly earnings in January 2016, we believe that the inflation
expectation drop is significant because it runs in contrast to wage data which was suggestive of an acceleration in inflation. The euro-area economy recorded a
0.3% expansion in GDP in Q4 2015. This was driven by Germany, the euro-area’s largest economy, which grew at the same pace. Growth in Italy rose to just
0.1%, the weakest in a year and Greece slipped back into recession. Greece Q4 2015 GDP contracted 0.6% after shrinking a revised 1.4 percent in the previous
quarter, making the economy contract by 0.7% throughout 2015. We view that although the euro area showed some resilience in Q4 2015, through a GDP
expansion of 0.3% this might not be enough to counter disinflationary pressures from abroad such as equity market volatility, oil price slump and renewed
concerns about weakening global output. The euro area also recorded the biggest slump in industrial production since August 2014 of 1.0% in December 2015.
The region’s growth and inflation forecast for this year have now reduced to 0.5% and 1.7%. 

South African stock markets performed surprisingly well on Friday, with the All Share and Top 40 indices both gaining 2.5% for the day. Friday’s gains were
broad based, with resource stocks making large strides. Looking at individual stocks, Anglo American added 14.9% and the construction company Murray and
Roberts jumped 7.2%. Over the week, equities ended in negative territory with the All Share and Top dropping by 2.3% and 3.0% respectively. The resource
index actually made the biggest gains during the last week, gaining 1.1%, whilst the Industrials and Financials indices both faced declines over the week. The
BEASSA All Bond Index also showed downward movement over the period under review, whilst the local Rand made positive strides against the US Dollar. The
Rand strengthened by 1.0% against the greenback in a week. The South African currency on a year-to-date basis has fallen by 2.6% - this is following the large
declines seen during 2015. The currency showed volatility ahead of the State of the Nation address.

Last week, the German 10-year bund yields fell four basis points, to 0.26% and the two-year note yield fell one basis point to minus 0.51%. The US 10-year
bond yield fell nine basis points to close at 1.75%, and during the week, it touched 1.53%, the lowest in more than three years and within 15 basis points of the
historic low reached in 2012. Gains to the US debt markets are attributed to increase in demand for US debt due to mainly worries from European banks’
credit that have pushed global stocks into a bear market. As the week closed, the market implied a 30% chance of a 0.25% increase by the end of 2016, down
from a 93% probability seen at the end of 2015. In addition, there are signs of distress on the Treasuries yield curve however; it has not flashed the traditional
recession signal when short-term yields climb above long-term yields. The gap between three-month and 10-year yields, which the Fed uses as a growth
indicator, narrowed to 144 basis points, the smallest since 2012 and the spread between two- and 10-year yields shrank to 103 basis points, the slimmest since
2007. The Bloomberg Dollar Spot Index, which tracks the greenback versus 10 peers, added 0.2% to 1 219.4 points. The dollar gain is because of retail sales
increased more than forecast in January, adding to the case for higher interest rates in the U.S. this year. The Russian ruble lost 1.6% last week to 78.77 per
dollar. The currency downbeat is attributed mainly to the market imperfections since it currently receives support from companies that need cash to pay local
tax bills of about US$6.9 billion by the end of this month. The MSCI Emerging Markets Index slipped 3.8%. The loss was lessened by crude oil that surged the
most in seven years on signs that OPEC is now willing to engage with other producers and on data that showed euro-area economy grew in Q4 2015. Last
week, the Dow Jones Industrial Average Index was down 1.4% and the S&P 500 Index lost 0.8%. Global stocks have been in a slump on concerns that growth in
China, the engine of the global economy, is slowing far faster than expected. In addition, global market jitters of the sputtering global economy have been
exuberated by plunging oil prices and low inflation. 
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Last week, rigs targeting oil in the US fell by 28 or 6.0%. There are now 439 rigs operating in the US oil fields. This marks eight straight weeks of declines in the
number of working rigs. The US oil fields have shaded 97 oilrigs or -18.1% YTD 2016 and over the same period, last year, the US oil fields had already idled 443
oilrigs. Natural gas rigs were trimmed by 2 to 102, bringing the YTD 2016 rigs down by 60 or 37.0%. Oil has become disconnected to the cost of getting it from
the ground and despite the cutbacks due to price slump, the US production has remained stubbornly high as new techniques that increase efficiency keep the
oil flowing. Data from Energy Information Administration (EIA) showed that US production fell by 28 000 barrels to 9.19 million barrels a day. This is the first
time since early September that US output declined for three weeks in a row. The West Texas Intermediate (WTI) crude oil dropped 4.7% and closed the week
at US$29.44, and has dropped 20.5% YTD 2016. Gold climbed 5.5% last week in dollar terms and closed the week at US$1 237.92 on the New York Mercantile
Exchange (NYMEX). Gold has rallied 16.6% YTD 2016, outperforming most global stock and bond markets. Due to the current global turmoil mainly in the
equity markets, investors have poured funds into gold-backed exchange-traded products this year. The holdings of gold backed exchange-traded products
have swelled 8.6% this year. Most industrial metals gained last week led by nickel which closed the week at US$7 820.00 per tonne at the London Metal
Exchange (LME) and aluminium closed at US1 499.00 per tonne. Corn futures in the US at Chicago Board of Trade (CBOT) for March 2016 delivery lost 1.9% last
week. This was the most lost in a week since week-ending December 24, 2015. We view that the US corn exports might continue slowing down because South
America is poised to for a big corn harvest. This bodes well with South Africa and Sub-Saharan Africa who are currently experiencing poor corn harvests due to
droughts from El-Nino effects.   

In what could be viewed as a positive move, President Jacob Zuma has released a report that calls for partial privatisation of state owned entities. Given that
South Africa sits on the brink of a possible downgrade, the government and the president in particular are under severe pressure to boost the economy as to
avoid a downgrade. The report makes reference to the private sector assisting the government sector to deliver social and economic infrastructure. We
believe that this decision will bode well for the economy as the private sectors participation in state owned entities could lead to increased output to better
service the economy. Mining and manufacturing, which account for 20% of the economy, experienced poor performance. This indicates that these fragile
sectors will not add much to GDP readings. Weak international demand, falling commodity prices and climbing input costs look to maintain the pressure on
these two sectors. Trading conditions within the country also have taken strain, on the back of ailing demand. It is forecast that new orders and sales will face
significant stress over the upcoming period. In more negative news, food prices have increased at eight times the rate than they did in the past year. Food
costs look to rise even further as the Rand maintains its weak path and the drought persists. Also retailers usually buy items in advance to create price
certainty, when this forward cover runs out, the true effects of food inflation shall arise. 

The University of Michigan’s preliminary index decreased to 90.7 from 92.0 in January 2016, against a median consensus of 92.3. The weakening of the
University of Michigan’s index is a reflection of the recent turmoil in equity markets, fuelled by declining oil prices, subdued global outlook and strengthening
of the dollar. The reports showed that Americans expects income gains of 1.6% in the year ahead, twice as much as last month’s 0.8%. According to the report,
Americans expected the inflation rate over the next 5 to 10 years to be 2.4%, down from 2.7%. This is the lowest since late 1970. In addition, the expected
inflation in the next year is 2.5%, unchanged from January 2016, however, down from 2.8% expected in 2015. Naturally, we would expect that declining
energy prices and sluggish global growth may depress inflation but improvement in the labour market and wage growth will help to boost inflation. When we
apply the wage data that was released two weeks ago showing a 0.5% increase in the average hourly earnings in January 2016, we believe that the inflation
expectation drop is significant because it runs in contrast to wage data which was suggestive of an acceleration in inflation. The euro-area economy recorded a
0.3% expansion in GDP in Q4 2015. This was driven by Germany, the euro-area’s largest economy, which grew at the same pace. Growth in Italy rose to just
0.1%, the weakest in a year and Greece slipped back into recession. Greece Q4 2015 GDP contracted 0.6% after shrinking a revised 1.4 percent in the previous
quarter, making the economy contract by 0.7% throughout 2015. We view that although the euro area showed some resilience in Q4 2015, through a GDP
expansion of 0.3% this might not be enough to counter disinflationary pressures from abroad such as equity market volatility, oil price slump and renewed
concerns about weakening global output. The euro area also recorded the biggest slump in industrial production since August 2014 of 1.0% in December 2015.
The region’s growth and inflation forecast for this year have now reduced to 0.5% and 1.7%. 

South African stock markets performed surprisingly well on Friday, with the All Share and Top 40 indices both gaining 2.5% for the day. Friday’s gains were
broad based, with resource stocks making large strides. Looking at individual stocks, Anglo American added 14.9% and the construction company Murray and
Roberts jumped 7.2%. Over the week, equities ended in negative territory with the All Share and Top dropping by 2.3% and 3.0% respectively. The resource
index actually made the biggest gains during the last week, gaining 1.1%, whilst the Industrials and Financials indices both faced declines over the week. The
BEASSA All Bond Index also showed downward movement over the period under review, whilst the local Rand made positive strides against the US Dollar. The
Rand strengthened by 1.0% against the greenback in a week. The South African currency on a year-to-date basis has fallen by 2.6% - this is following the large
declines seen during 2015. The currency showed volatility ahead of the State of the Nation address.

Last week, the German 10-year bund yields fell four basis points, to 0.26% and the two-year note yield fell one basis point to minus 0.51%. The US 10-year
bond yield fell nine basis points to close at 1.75%, and during the week, it touched 1.53%, the lowest in more than three years and within 15 basis points of the
historic low reached in 2012. Gains to the US debt markets are attributed to increase in demand for US debt due to mainly worries from European banks’
credit that have pushed global stocks into a bear market. As the week closed, the market implied a 30% chance of a 0.25% increase by the end of 2016, down
from a 93% probability seen at the end of 2015. In addition, there are signs of distress on the Treasuries yield curve however; it has not flashed the traditional
recession signal when short-term yields climb above long-term yields. The gap between three-month and 10-year yields, which the Fed uses as a growth
indicator, narrowed to 144 basis points, the smallest since 2012 and the spread between two- and 10-year yields shrank to 103 basis points, the slimmest since
2007. The Bloomberg Dollar Spot Index, which tracks the greenback versus 10 peers, added 0.2% to 1 219.4 points. The dollar gain is because of retail sales
increased more than forecast in January, adding to the case for higher interest rates in the U.S. this year. The Russian ruble lost 1.6% last week to 78.77 per
dollar. The currency downbeat is attributed mainly to the market imperfections since it currently receives support from companies that need cash to pay local
tax bills of about US$6.9 billion by the end of this month. The MSCI Emerging Markets Index slipped 3.8%. The loss was lessened by crude oil that surged the
most in seven years on signs that OPEC is now willing to engage with other producers and on data that showed euro-area economy grew in Q4 2015. Last
week, the Dow Jones Industrial Average Index was down 1.4% and the S&P 500 Index lost 0.8%. Global stocks have been in a slump on concerns that growth in
China, the engine of the global economy, is slowing far faster than expected. In addition, global market jitters of the sputtering global economy have been
exuberated by plunging oil prices and low inflation. 
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Last week, rigs targeting oil in the US fell by 28 or 6.0%. There are now 439 rigs operating in the US oil fields. This marks eight straight weeks of declines in the
number of working rigs. The US oil fields have shaded 97 oilrigs or -18.1% YTD 2016 and over the same period, last year, the US oil fields had already idled 443
oilrigs. Natural gas rigs were trimmed by 2 to 102, bringing the YTD 2016 rigs down by 60 or 37.0%. Oil has become disconnected to the cost of getting it from
the ground and despite the cutbacks due to price slump, the US production has remained stubbornly high as new techniques that increase efficiency keep the
oil flowing. Data from Energy Information Administration (EIA) showed that US production fell by 28 000 barrels to 9.19 million barrels a day. This is the first
time since early September that US output declined for three weeks in a row. The West Texas Intermediate (WTI) crude oil dropped 4.7% and closed the week
at US$29.44, and has dropped 20.5% YTD 2016. Gold climbed 5.5% last week in dollar terms and closed the week at US$1 237.92 on the New York Mercantile
Exchange (NYMEX). Gold has rallied 16.6% YTD 2016, outperforming most global stock and bond markets. Due to the current global turmoil mainly in the
equity markets, investors have poured funds into gold-backed exchange-traded products this year. The holdings of gold backed exchange-traded products
have swelled 8.6% this year. Most industrial metals gained last week led by nickel which closed the week at US$7 820.00 per tonne at the London Metal
Exchange (LME) and aluminium closed at US1 499.00 per tonne. Corn futures in the US at Chicago Board of Trade (CBOT) for March 2016 delivery lost 1.9% last
week. This was the most lost in a week since week-ending December 24, 2015. We view that the US corn exports might continue slowing down because South
America is poised to for a big corn harvest. This bodes well with South Africa and Sub-Saharan Africa who are currently experiencing poor corn harvests due to
droughts from El-Nino effects.   

In what could be viewed as a positive move, President Jacob Zuma has released a report that calls for partial privatisation of state owned entities. Given that
South Africa sits on the brink of a possible downgrade, the government and the president in particular are under severe pressure to boost the economy as to
avoid a downgrade. The report makes reference to the private sector assisting the government sector to deliver social and economic infrastructure. We
believe that this decision will bode well for the economy as the private sectors participation in state owned entities could lead to increased output to better
service the economy. Mining and manufacturing, which account for 20% of the economy, experienced poor performance. This indicates that these fragile
sectors will not add much to GDP readings. Weak international demand, falling commodity prices and climbing input costs look to maintain the pressure on
these two sectors. Trading conditions within the country also have taken strain, on the back of ailing demand. It is forecast that new orders and sales will face
significant stress over the upcoming period. In more negative news, food prices have increased at eight times the rate than they did in the past year. Food
costs look to rise even further as the Rand maintains its weak path and the drought persists. Also retailers usually buy items in advance to create price
certainty, when this forward cover runs out, the true effects of food inflation shall arise. 

The University of Michigan’s preliminary index decreased to 90.7 from 92.0 in January 2016, against a median consensus of 92.3. The weakening of the
University of Michigan’s index is a reflection of the recent turmoil in equity markets, fuelled by declining oil prices, subdued global outlook and strengthening
of the dollar. The reports showed that Americans expects income gains of 1.6% in the year ahead, twice as much as last month’s 0.8%. According to the report,
Americans expected the inflation rate over the next 5 to 10 years to be 2.4%, down from 2.7%. This is the lowest since late 1970. In addition, the expected
inflation in the next year is 2.5%, unchanged from January 2016, however, down from 2.8% expected in 2015. Naturally, we would expect that declining
energy prices and sluggish global growth may depress inflation but improvement in the labour market and wage growth will help to boost inflation. When we
apply the wage data that was released two weeks ago showing a 0.5% increase in the average hourly earnings in January 2016, we believe that the inflation
expectation drop is significant because it runs in contrast to wage data which was suggestive of an acceleration in inflation. The euro-area economy recorded a
0.3% expansion in GDP in Q4 2015. This was driven by Germany, the euro-area’s largest economy, which grew at the same pace. Growth in Italy rose to just
0.1%, the weakest in a year and Greece slipped back into recession. Greece Q4 2015 GDP contracted 0.6% after shrinking a revised 1.4 percent in the previous
quarter, making the economy contract by 0.7% throughout 2015. We view that although the euro area showed some resilience in Q4 2015, through a GDP
expansion of 0.3% this might not be enough to counter disinflationary pressures from abroad such as equity market volatility, oil price slump and renewed
concerns about weakening global output. The euro area also recorded the biggest slump in industrial production since August 2014 of 1.0% in December 2015.
The region’s growth and inflation forecast for this year have now reduced to 0.5% and 1.7%. 

South African stock markets performed surprisingly well on Friday, with the All Share and Top 40 indices both gaining 2.5% for the day. Friday’s gains were
broad based, with resource stocks making large strides. Looking at individual stocks, Anglo American added 14.9% and the construction company Murray and
Roberts jumped 7.2%. Over the week, equities ended in negative territory with the All Share and Top dropping by 2.3% and 3.0% respectively. The resource
index actually made the biggest gains during the last week, gaining 1.1%, whilst the Industrials and Financials indices both faced declines over the week. The
BEASSA All Bond Index also showed downward movement over the period under review, whilst the local Rand made positive strides against the US Dollar. The
Rand strengthened by 1.0% against the greenback in a week. The South African currency on a year-to-date basis has fallen by 2.6% - this is following the large
declines seen during 2015. The currency showed volatility ahead of the State of the Nation address.

Last week, the German 10-year bund yields fell four basis points, to 0.26% and the two-year note yield fell one basis point to minus 0.51%. The US 10-year
bond yield fell nine basis points to close at 1.75%, and during the week, it touched 1.53%, the lowest in more than three years and within 15 basis points of the
historic low reached in 2012. Gains to the US debt markets are attributed to increase in demand for US debt due to mainly worries from European banks’
credit that have pushed global stocks into a bear market. As the week closed, the market implied a 30% chance of a 0.25% increase by the end of 2016, down
from a 93% probability seen at the end of 2015. In addition, there are signs of distress on the Treasuries yield curve however; it has not flashed the traditional
recession signal when short-term yields climb above long-term yields. The gap between three-month and 10-year yields, which the Fed uses as a growth
indicator, narrowed to 144 basis points, the smallest since 2012 and the spread between two- and 10-year yields shrank to 103 basis points, the slimmest since
2007. The Bloomberg Dollar Spot Index, which tracks the greenback versus 10 peers, added 0.2% to 1 219.4 points. The dollar gain is because of retail sales
increased more than forecast in January, adding to the case for higher interest rates in the U.S. this year. The Russian ruble lost 1.6% last week to 78.77 per
dollar. The currency downbeat is attributed mainly to the market imperfections since it currently receives support from companies that need cash to pay local
tax bills of about US$6.9 billion by the end of this month. The MSCI Emerging Markets Index slipped 3.8%. The loss was lessened by crude oil that surged the
most in seven years on signs that OPEC is now willing to engage with other producers and on data that showed euro-area economy grew in Q4 2015. Last
week, the Dow Jones Industrial Average Index was down 1.4% and the S&P 500 Index lost 0.8%. Global stocks have been in a slump on concerns that growth in
China, the engine of the global economy, is slowing far faster than expected. In addition, global market jitters of the sputtering global economy have been
exuberated by plunging oil prices and low inflation. 
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