
 

 

 

 

 

 

 

Market Update                                      Wednesday, 04 December 2019  
 
 

Global Markets  
Asian shares extended their losses on Wednesday after U.S. President Donald Trump said a trade 

deal with China might have to wait until after the 2020 presidential election, dashing hopes for a 

quick preliminary agreement.  Fresh U.S. tariffs on Argentina and Brazil as well as threatened duties 

on French goods also darkened the mood, as a trade war that appeared to be winding down a week 

ago now looks like ramping up. 

Investors turned to safe-havens, boosting bond prices and sending gold to a one-month high, while 

MSCI's broadest index of Asia-Pacific shares outside Japan fell 0.9%.  Japan's Nikkei dropped 1.2%, 

matched by falls in Hong Kong and Korea, where stock markets hit their lowest since 

October.  Shanghai blue chips fell 0.2% and Australia's S&P/ASX200 tumbled 1.7%, having shed 

almost 4% since closing on Monday. 

The yield on benchmark U.S. 10-year treasuries fell as low as 1.6930% overnight, the sharpest fall 

since May. It stood at 1.7242% on Wednesday.  "Suddenly you can feel the market," said Sean 

Taylor, chief investment officer for Asia-Pacific at German asset management firm DWS, calling trade 

the top threat to the global outlook.  "It just takes one or two comments and then a bad feeling 

again," he said. "It's still quite uncertain."  Trump had told reporters in London that there is "no 

deadline" for an agreement with China to end the tit-for-tat tariff war, which the International 

Monetary Fund has said will push global growth to its slowest in a decade.  "In some ways, I like the 

idea of waiting until after the election for the China deal," he said. 

U.S. Commerce Secretary Wilbur Ross said if no substantial progress was made soon, another round 

of duties on Chinese imports including cell phones, laptops and toys would take effect on Dec. 

15.  No high-level meetings are scheduled and the parties still needed to sort out details about 

Chinese purchases of U.S. farm products and an enforcement mechanism, he told Reuters. 

That put the brakes on a rally that had lifted the S&P 500 almost 10% since early October, when top 

diplomats from China and the United States met and outlined an initial agreement that Trump said 

he hoped could be sealed within weeks.  The Dow Jones Industrial Average fell by a percentage point 

overnight, while the Nasdaq half a percentage point and the S&P 500 0.66%.  

"As if we needed a reminder, the market remains incredibly sensitive to trade developments," said 

RBC Capital Markets’ Chief US Economist, Tom Porcelli. "The lack of urgency to cut a deal was 

presented today as very real."  
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In currency markets China's yuan took a beating and there was a flight to the safe-haven Japanese 

yen and to the Swiss franc, which held just under a one-month high on Wednesday.  However the 

trade-exposed New Zealand dollar mostly held on to gains won against the greenback after 

disappointing manufacturing data weakened the U.S. currency on Monday.  "It might be that apart 

from the global risky stuff, the market is thinking about the U.S. economy may be slowing," said 

Westpac FX analyst Imre Speizer.  "They're pricing a little bit more in for Fed cuts."  The dollar last 

traded for 108.65 yen, while a euro bought $1.1081.  The Aussie slipped 0.2% to $0.6833 after data 

showed Australia's September-quarter growth missed forecasts. 

Gold held its poise at $1,477.29 per ounce.  Oil steadied after slipping overnight.  Brent crude futures 

rose 0.44% to $61.09 a barrel while U.S. West Texas Intermediate (WTI) crude gained 0.45% to 

$56.35 per barrel. 

Source: Thomson Reuters 

Domestic Markets 
South Africa's rand fell sharply on Tuesday after third quarter economic growth showed a surprise 

contraction, underlying the weak state of the economy and growing risk of credit downgrades. 

Among stocks, retail and fast food firm Taste Holdings plunged 20% after it said group chief 

executive Dylan Pienaar was stepping down with immediate effect as part of a restructuring plan to 

exit the food industry and focus on its luxury goods brands. 

At 1530 GMT, the rand was 0.76% weaker at 14.6500 per dollar. Most of the losses came after the 

gross domestic product (GDP) figures showed a 0.6% contraction as mining, manufacturing and 

agriculture led a broad based slowdown.  Analysts polled by Reuters had predicted a 0.1% expansion 

in quarter-on-quarter growth. 

The data piles the pressure on President Cyril Ramaphosa as ratings agencies have flagged weak 

growth as a major risk, while investors are weary of increasing state debt as revenues slide. 

Moody’s is the last of the top three agencies to rate the country’s debt at investment level, and it is 

set to review the rating in March after downgrading the outlook to negative in November. 

"All-in-all, these GDP numbers have added to what is turning out to be a fairly bleak year for South 

Africa, with the country beset again by the lack of growth that's the root cause of our fiscal 

challenges," said Maarten Ackerman, chief economist at investment firm Citadel.  "Government 

urgently needs to take action and implement the necessary reforms." 

Bonds also weakened, with the yield on the benchmark government issue due in 2026 adding 2.5 

basis points to 8.475%. 

On the bourse, stocks fell as well after the GDP data.  Local shares were also dragged down by falling 

emerging market equities after the United States said it would restore tariffs on metal imports from 

Brazil and Argentina, raising concerns of yet another trade war.  The benchmark JSE Top-40 Index fell 

0.64% to 48,299.66 points, while the broader All-Share Index was down 0.6% to 54,485.41 points. 

"GDP came in worse than expected so that was certainly negative for the South African-centric 

stocks on our market," said Michele Santangelo, portfolio manager for Independent Securities. 

Financial services company Discovery fell to the bottom of the blue chip index, down 2.6% to 109.12 

rand, while packaging and paper company Mondi PLC was down 2.45% to 311.03 rand. 

Source: Thomson Reuters 
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Notes to the table:  
 The money market rates are TB rates 

 “BMK” = Benchmark 

 “NCPI” = Namibian inflation rate 

 “Difference” = change in basis points 

 Current spot = value at the time of writing 
 
Important Note:  

This is not a solicitation to trade and CAM will not necessarily trade at the yields and/or prices 

quoted above.  The information is sourced from the data vendor as indicated. 

Source: Thomson Reuters 

 

 

 

 

 

For enquiries concerning the Daily Brief please contact us at  
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Disclaimer 

The information contained in this note is the property of Capricorn Asset Management (CAM).  The 

information contained herein has been obtained from sources which and persons whom the writer 

believe to be reliable but is not guaranteed for accuracy, completeness or otherwise. Opinions and 

estimates constitute the writer’s judgement as of the date of this material and are subject to change 

without notice. This note is provided for informational purposes only and may not be reproduced in 

any way without the explicit permission of CAM. 
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