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Producer prices for final manufactured 
products in South Africa rose 7.4% 
YoY in July, following a 6.8% gain in 
June and above market expectations 
of a 6.9% increase. Producer inflation 
accelerated for the second straight 
month, reaching the highest since 
February.

Germany

The import price index in Germany 
fell 3.8% YoY in July, following a 
4.6% decline in June while markets 
expected a 4.0% drop. Excluding 
crude oil and mineral oil products, 
import prices declined by 2.4% 
from a year earlier.

Japan

The seasonally adjusted jobless 
rate in Japan stood at 3.0% in July, 
down from 3.1% in June. It was the 
lowest jobless rate since May 1995, 
while markets expected 3.1%. The 
jobs-to-applicants ratio came in at 
1.37 in July, unchanged from the 
previous month and slightly below 
consensus.

Markets*

Best performer

For the week Niveus Investments 
returned 25%. Rhodes Food Group 
was second with a 12% return for 
the week.

Worst performer

Trustco was the worst performer 
for the week with a loss of 12%. 
Followed by Pick n Pay Stores with a 
10% drop for the same period.

Sectors

The best performing sector for the 
week was beverages, with a return 
of 6.5%. The banking sector was 
the worst performing with a 6.7% 
loss. 
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*Disclaimer: Total weekly returns based on closing values from Monday to Monday.
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Sept

Sept

Performace: 
23/08/2016 to 29/08/2016

Return
(Cumulative)

Local Markets

All Share TR ZAR 1,45

Ind/Financials TR ZAR -2,71

Ind/Industrials TR ZAR -1,98

Financials&Indl 30 TR ZAR 1,49

Ind/Basic Materials TR ZAR 4,01

Gold Mining TR ZAR -1,59

SA Listed Property TR ZAR -3,00

Beassa ALBI TR ZAR -3,13

Commodities

Oil Price Brent Crude PR 0,20

LBMA Platinum AM PR USD -2,26

Gold London AM Fixing PR USD -0,70



Macro note

Fed Chair more hawkish, but still no  
clear indication of a rate hike for 2016

Markets were mainly flat last week as investors waited for 
clues from US Federal Reserve (Fed) Chair Janet Yellen’s 
much anticipated speech on Friday. Yellen addressed 
a gathering of global central bankers in Jackson Hole, 
Wyoming. 

Previous comments made by Yellen raised investors’ 
expectations that at least one more US interest rate 
hike is on the cards for 2016. Dot plot data from the 
Fed suggests that the majority of Federal Open Market 
Committee (FOMC) members are in favour of at least one 
more 0.25% interest rate hike before the end of 2016. 

As mentioned by the Fed time and time again, this will 
be dependent on economic data, and exactly when the 
Fed will do this remains uncertain. When the Fed raised 
interest rates by a quarter of a percentage point in 
December 2015, the first hike in seven years, it said they 
would carefully monitor actual and expected progress 
toward the 2% inflation goal in deciding for further rate 
adjustments. At that stage inflation peaked at 1.4%. 

Yellen confirmed in her speech on Friday that the likelihood 
of interest rates being raised in the short term has 
increased: “In light of the continued solid performance of 
the labour market and our outlook for economic activity 
and inflation, I believe the case for an increase in the 
federal funds rate has strengthened in recent months”. 
However, she also stated: “Looking ahead, the FOMC 
expects moderate growth in real Gross Domestic Product 
(GDP), additional strengthening in the labour market, and 
inflation rising to 2% over the next few years”.

Recent macro data releases confirmed that the US labour 
market is recovering well, but US GDP growth figures 
released on 26 August 2016 indicated that the economy 
grew at a lacklustre 1.1% pace in the second quarter 
because corporate profits fell away. According to the 
Commerce Department, pre-tax earnings dropped 1.2%, 
the fifth decline in the past six quarters. Unless profits turn 
up again, the economy is unlikely to grow much faster.

On 16 August 2016 the latest inflation rate for the US 
came in at 0.8%, and all indications are that inflation is 
currently not in an upward trend. However, if the US dollar 
strengthens and the price of Brent crude falls, inflation 
could turn into a downward trend, which will not give the 
Fed any cause to raise interest rates until inflation reaches 
another peak – which could then only be next year.

FOMC participants’ target level for 
federal funds rate

Source: US Federal Reserve 

Bottom line

Current indications show that chances of an interest rate 
hike at the next Fed meeting on 21 September are still 
low. The Fed will more than likely wait to be guided by the 
next US inflation figures which are set to be announced 

on 16 September and 18 October, as well as the next 
US GDP growth figures which is set to be announced on  
29 September. A decision to change interest rates will be 
on the cards at the FOMC’s meeting on 2 November 2016.
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Market note

Recent credit regulations put pressure  
on retailers 
 
Truworths’s leap into the United Kingdom (UK) retail 
sector propelled its full-year earnings into double-digit 
growth, but the market was unimpressed, sending its 
share price plummeting 8.2% on the day the group 
released its 2016 full year results.

For the 52 weeks to end June, Truworths reported a 
12.5% increase in group diluted headline earnings per 
share, compared with a year earlier. However, analysts 
feel Truworths delivered growth below expectations, 
which caused the drop in their share price. 

Truworths blamed the reduction in new accounts 
and a drop in the growth of their credit sales on the 
credit affordability assessment regulations which 
were introduced by the National Credit Regulator in 
September 2015.

CEO Michael Mark said the group had grappled  
with a deteriorating domestic credit market and 
declining consumer confidence. These regulations 
have resulted in a reduction in the new account 
acceptance rate from 30% in the prior period to 24% 
in the current period, resulting in a 0.5% decline in 
the Group’s active account. Mark says this is due to 
the onerous administrative burden introduced by 
regulators for consumers to produce documentation. 
Before these regulations, cash sales (excluding Office) 
grew by 26% (assisted by the acquisition of Earthchild 
and Naartjie) and credit sales by 18%. After the 
introduction of the regulations, cash sales grew by 
19% while credit sales grew by 8%.

“The onerous administrative burden for consumers 
to produce proof of income has resulted in the 
new account acceptance rate falling, with a loss of 
approximately R250 million in credit sales during the 
period,” Mark said.

Although new regulations had a significant effect on 
the group’s credit sales, the debtors’ book, grew by 
11.6% to R5.8 billion in the period under review.

Truworths said it was in the process of implementing 
various strategies to attempt to mitigate the effect of 
these regulations.

Impact of the credit environment

Source: Truworths June 2015 presentation, PSG Wealth 
Investment Division 
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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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