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Global Markets  
Global financial markets tumbled on Monday after U.S. President Donald Trump unexpectedly 

jacked up pressure on China to reach a trade deal in the midst of negotiations, saying he would hike 

U.S. tariffs on Chinese goods this week.  Equity markets, which have been largely expecting the two 

sides to reach a trade accord soon, fell sharply as further talks to end their bruising trade war were 

thrown into doubt.  

Chinese shares plunged more than 6 percent at one point, while U.S. stock market futures fell close 

to 2 percent.  Oil prices sank and the Chinese yuan weakened sharply.  Trump sharply escalated 

tensions between the world's two largest economies with tweeted comments on Sunday that trade 

talks with China were proceeding "too slowly", and that he would raise tariffs on $200 billion of 

Chinese goods to 25 percent on Friday from 10 percent.  He also said he would target a further $325 

billion of Chinese goods with 25 percent tariffs "shortly". 

The tweets upended the previously calm market mood that had benefited from signs of improving 

economic growth in China and the United States, and from comments from Trump and other senior 

U.S. officials that trade talks were going well.  The Wall Street Journal reported on Monday that 

China was considering cancelling trade talks scheduled for this week following Trump's threats. 

MSCI's broadest index of Asia-Pacific shares outside Japan was down 1.9 percent, after earlier losing 

more than 2 percent.  Chinese blue-chips lost more than 6 percent at one point in the morning 

session, having closed higher before a three-day national holiday amid expectations that pressures 

on China's economy were easing. They later clawed back some losses, and were last down 5.3 

percent.  The drop in Chinese shares came despite a move on Monday by China's central bank to cut 

reserve requirements for small banks to help boost lending to small and private firms. 

Australian shares were off 0.9 percent.  Japanese financial markets remain closed until Tuesday for a 

national holiday, but Nikkei 225 futures were down 2.3 percent at 21,965.  E-Mini futures for the 

S&P 500 slid 1.9 percent, erasing memories of gains on Friday after the U.S. payroll data had helped 

to lift Wall Street and signaling a rough open for U.S. stocks on Monday. 

The flight from riskier assets boosted interest in safe havens, pushing U.S. Treasury futures up 19 

ticks. Data from CME Group showed the market now sees a 58.5 percent chance of a Federal 

Reserve rate cut by the end of the year.  Chinese 10-year treasury futures also jumped, with the 
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most-traded contract, for June delivery rising as much as 0.5 percent. They were last up about 0.3 

percent at 96.850. 

"The intensified trade and geopolitical risks are likely to prompt the regional central banks for more 

stimulatory policies," analysts at ING said in a note. "We expect the majority of Asian central banks 

meeting this week to cut their policy rates." 

As investors flocked to the safe-haven yen, the dollar dropped 0.5 percent against the Japanese 

currency to 110.56.  But China's yuan plunged, with the offshore unit weakening to 6.8215 per 

dollar, its weakest level since January 10, before paring some losses.  The onshore yuan weakened 

nearly 1 percent to 6.7980 per dollar before bouncing back to 6.7880.  The euro was down 0.13 

percent on the day at $1.1186. The dollar index, which tracks the greenback against a basket of six 

major rivals, was barely higher at 97.538. 

In commodity markets, Trump's tweets sparked a plunge in oil prices. U.S. crude dropped 2.2 

percent to $60.58 a barrel and Brent crude fell 2 percent to $69.45 per barrel.  The tweets have 

compounded pressure on prices amid signs of a rise in U.S. output, which has surged by more than 2 

million barrels per day since early 2018. 

Spot gold jumped 0.3 percent to trade at $1,282.80 per ounce. 

Source: Thomson Reuters 

Domestic Markets 
South Africa's rand firmed on Friday as a modest U.S. jobs report weighed on the dollar, although 

many investors stayed on the sidelines with national elections less than a week away.  

At 1500 GMT the rand was 1.11 percent stronger at 14.3533 to the dollar from an overnight close of 

14.5675. 

The dollar weakened as traders focused on weaker aspects of the April U.S. payrolls report, brushing 

aside stronger-than-forecast hiring and a drop in the jobless rate to a more than 49-year low. 

"We've seen softer data coming out of the U.S. today...From that perspective, it’s definitely dollar 

weakness we've seen creep in this afternoon," said Ryan Woods, a trader at Independent Securities. 

Locally, South Africans go to the polls this week. Although political analysts say a victory for the 

governing African National Congress (ANC) is all-but assured, the party has been struggling to 

reverse dwindling support blamed in part on unfulfilled promises to improve the lives of millions of 

the country's poorest people. 

The yield on South Africa's benchmark 10-year bond rose 5 basis points to 8.560 percent, while 

stocks gained. 

The benchmark JSE Top-40 Index was 1.02 percent higher at 53,028.35, while the broader All-Share 

Index rose 1.01 percent to 59,335.90.  Telecommunications company MTN group was a top-

performer, rising 1.74 percent to 105.3 rand after appointing former deputy finance minister 

Mcebisi Jonas as chairman-designate in a board shake-up following a series of regulatory issues. 

FNB wealth and investment portfolio manager Wayne McCurrie said it made sense for MTN to 

change its board now, as it lays out a new growth path.  "It's quite clear that they view this as almost 

a reflection point in their history," he said. 

Shares of gold miners rose 1.5 percent with the price of gold price 0.76 percent higher at 1279.95. 



 

 

 

 

 

 

 

 

 

Chart of the Day  
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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 

Source: Bloomberg 
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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. 

mailto:Daily.Brief@capricorn.com.na

