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International

Macro

China

The Chinese inflation rate is at 
a five-month low. Consumer 
prices went up 1.9% YoY in June, 
slowing from a 2% rise in May. 
Although inflation was slightly 
above market expectations of 
1.8%, it remained well below 
government’s 3% target for 2016.

UK 

Their 10-year bond yield hit a new 
low this week. Yields dropped 3 
basis points to 0.71% on Monday 
morning, touching a fresh record 
low, as concerns about Britain’s 
economic resilience led investors to 
look for safe-haven assets such as 
gilts. Meanwhile, markets expect 
that the Bank of England will ease 
monetary policy this week

Japan

Producer prices decreased by 4.2% 
YoY in June, the same pace as in the 
previous two months and matching 
market forecasts. Export price index 
dropped by 4.4% from a year earlier 
while import price index was down 
by 12.9%. 

Markets*

Best performer

For the week was Pan African 
Resources with a return of 12%. 
Harmony Gold was second with a 
9% return for the week.

Worst performer

Brait SE, a holding company for 
amongst others Virgin Active, was 
the worst performer for the week 
with a loss of 13%. Followed by 
Tradehold with a 10% drop for the 
same period.

Sectors

The best performing sector for 
the second consecutive week was 
industrial metals, which includes 
companies like ArcelorMittal, with 
a return of 5.6% for this sector for 
the week. The sector representing 
food and drug retailers like Clicks 
was the worst performing sector for 
the week with a 4.2% loss. 

14 UK: BoE Interest rate decision

13 Retail sales

14 Mining production

15 China: GDP growth rate
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*Disclaimer: Total weekly returns based on closing values from Monday to Monday.

Performace: 
05/07/2016 to 11/07/2016

Return
(Cumulative)

Local Markets
All Share TR ZAR -0.54
Ind/Financials TR ZAR -0.30
Ind/Industrials TR ZAR -0.61
Financials&Indl 30 TR ZAR -1.28
Ind/Basic Materials TR ZAR 1.65
Gold Mining TR ZAR 7.57
SA Listed Property TR ZAR 0.11
Beassa ALBI TR ZAR 0.78
Commodities
Oil Price Brent Crude PR -7.68
LBMA Platinum AM PR USD 3.60
Gold London AM Fixing PR USD 0.70



Macro note

Risk-on trade boosts the rand

The effects after Brexit might not have been 
positive for most in the UK or Europe, but for once 
it benefitted our South African currency.

Exchange rates show that since the hammering 
the rand took in late 2015, ‘risk-on’ trade firmly 
came back into focus, especially during March and 
April this year. First when the US Federal Reserve 
did not normalise their interest rates as quickly as 
previously expected, and then again when Britons 
voted to exit the European Union (EU) in June.

The rand gained 17.4% against a weak pound 
in the first six months of 2016, after declining by 
22% in 2015. During the same period the rand 
strengthened by 5.7% against the US dollar, after 
weakening by 25.4% in 2015. The rand rose 
modestly against the euro in 2016, gaining only 
3.1%, after losing 17.2% in 2015.

Although the gains made in 2016 is impressive, 
it still does not mean that economic conditions in 

 

the country are improving. The local currency 
remains volatile due to global investor sentiment 
which impacts capital in and out flows in the 
country.

Bottom line

South African investors are spoiled with very attractive 
returns on their offshore investments, mostly due to the 
continuous weakening of the rand against currencies 
such as the dollar, pound and euro. Any asset, even a 
currency, can reach an extreme oversold or overbought 
position, and it does not take much to reverse this.

Compared to the fair value of about R13/GBP1 (as 
reflected in the Purchasing Power Parity of the two 
currencies), the rand weakened to very low levels at 
the end of 2015 – mainly due to a series of sovereign 

 

economic blunders. The reality, however, is that it is 
not a one-way bet that South-Africa will always be the 
diciest asset in an economic equation. The large sell-off 
in the GBP after the Brexit vote is only one example.

Greed is one of the biggest risks in investments, and 
investors should always guard against overexposure to 
any asset. The PSG Wealth Solutions are well-diversified, 
with an offshore exposure that is appropriate for its risk 
profile. Any additional offshore exposure should only 
be considered with special care. 
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Source: S&P Global Ratings 30 June 2016

Purchasing Power Parity between ZAR 
and GBP
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Market note

Omnia results impacted by environment, 
but positive about future 
 
A depressed mining sector has taken Omnia’s full-year 
earnings down with it. The diversified chemical services 
provider reported revenue flat at R16.8 billion, while 
headline earnings per share (HEPS) slumped 29% to 
R10.33 in the year to March. Rod Humphris, MD of 
Omnia, told Business Day TV the impact of oversupply 
in the mining sector on their results was compounded 
by the agricultural sector which also experienced a 
tough year. 

“There’s been the worst drought in recorded history, 
403mm of rain for the country as an average, which is 
about one-third down on the normal average rainfall. 
Nevertheless, I believe our agricultural team did very 
well, they managed to hold their sales volume.”

In their annual results Omnia stated, however, they 
are positive about their domestic and international 
agriculture divisions. “(These divisions) are poised for a 
good performance with record high agriculture produce 
prices and the prospect of the drought receding, 
favouring a normal planting season this coming year.”
 
The group also believes that gains made in establishing 
new fertilizer markets in the course of last year are 
likely to drive volume growth. “The international 
mining sector has gone through very difficult times 
since late 2014, but the prices for commodities appear 
to be stabilising for the moment and showing modest 
signs of recovery.  Going forward, with the prospect 
of a better balance between demand and supply for 
most commodities, the price recovery in the near term 
is more likely and the business is well placed to respond 
to the improvement in market conditions.”

Further the group adds that its balance sheet is very 
strong with a positive cash position. This has positioned

the company to investigate a number of investment 
opportunities, of which a certain number are at an 
advanced stage of investigation and analysis.
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Omnia financial features

Source: Omnia March 2016 year end presentation 



Disclaimer 

PSG Wealth is a brand underneath PSG Konsult Ltd, which consists of the following legal entities: PSG Multi-Management (Pty) Ltd, PSG Securities Ltd, 
PSG Fixed Income and Commodities (Pty) Ltd, PSG Scriptfin (Pty) Ltd, PSG Invest (Pty) Ltd, PSG Life Ltd, PSG Employee Benefits Ltd, PSG Trust (Pty) Ltd, and 
PSG Wealth Financial Planning (Pty) Ltd.

Affiliates of the PSG Konsult Group are authorised financial services providers. The opinions expressed in this document are the opinions of the writer and 
not necessarily those of PSG Konsult Group and do not constitute advice. Although the utmost care has been taken in the research and preparation of this 
document, no responsibility can be taken for actions taken on information in this document. Should you require further information, please consult an 
adviser for a personalised opinion.

Collective Investment Schemes in Securities (CIS) are generally medium- to long-term investments. The value of participatory interests (units) may go down 
as well as up and past performance is not a guide to future performance. CIS are traded at ruling prices and can engage in borrowing and scrip lending. 
A fund of funds is a portfolio that invests in portfolios of collective investment schemes, which levy their own charges, which could result in a higher fee 
structure for these portfolios. Fluctuations or movements in the exchange rates may cause the value of underlying international investments to go up 
or down. A schedule of fees and charges and maximum commissions is available on request from PSG Collective Investments Limited. Commission and 
incentives may be paid and if so, are included in the overall costs. Forward pricing is used.

The portfolios may be capped at any time in order for them to be managed in accordance with their mandate. Different classes of participatory interest can 
apply to these portfolios and are subject to different fees and charges. Figures quoted are from I-Net, Stats SA, SARB, © 2015 Morningstar, Inc. All Rights 
Reserved for a lump sum using NAV-NAV prices net of fees, includes income and assumes reinvestment of income. PSG Collective Investments Limited is a 
member of the Association for Savings and Investment South Africa (ASISA) through its holdings company PSG Konsult Limited.

Conflict of Interest Disclosure: The fund may from time to time invest in a portfolio managed by a related party. PSG Collective Investments Limited or the 
Fund Manager may negotiate a discount on the fees charged by the underlying portfolio. All discounts negotiated are reinvested in the fund for the benefit 
of the investor. Neither PSG Collective Investments Limited nor the Fund Manager retain any portion of such discount for their own accounts. PSG Multi-
Management (Pty) Ltd (FSP No. 44306), PSG Asset Management (Pty) Ltd (FSP No. 29524) and PSG Collective Investments Limited are subsidiaries of PSG 
Group Limited. The Fund Manager may use the brokerage services of a related party, PSG Securities Ltd.
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