
 

 

 

 

 

 

 

Market Update                                           Monday, 20 January 2020  
 
 

Global Markets  
Asian shares neared a 20-month top on Monday as Wall Street extended its run of record peaks on 

solid U.S. economic data and lashes of liquidity from the Federal Reserve.  Oil prices jumped as 

oilfields in southwest Libya began shutting down after forces loyal to Khalifa Haftar closed a pipeline, 

potentially reducing national output to a fraction of its normal level. 

Early turnover in Asian shares was light with U.S. stock and bond markets closed for the Martin 

Luther King Jr. holiday.  MSCI's broadest index of Asia-Pacific shares outside Japan firmed 0.1%, after 

notching its highest close since June 2018. Japan's Nikkei added 0.2% to be near its highest in 15 

months.  Chinese shares opened firm with the blue-chip CSI300 index up 0.2%.  Australia's main 

index scored another all-time peak and South Korea was near its best level since October 2018. E-

Mini futures for the S&P 500 edged up 0.1%. 

Eyes will be on U.S. corporate earnings with Netflix Inc, Intel Corp and Texas Instruments Inc set to 

report this week, while central banks in the European Union, Canada and Japan hold policy 

meetings. 

Sentiment was supported by the relentless run of record highs on Wall Street. Only three weeks into 

the new year, the S&P 500 has gained just over 3% and the NASDAQ almost 5%.   

Ray Attrill, head of foreign exchange strategy at National Australia Bank, suspects the strength on 

Wall Street owes much to the Federal Reserve's decision in September to rein in rising repo rates by 

flooding markets with cash.  "The relationship between the size of the Fed's balance sheet, now 

some 11% bigger than where it was in late September, and the performance of U.S. risk assets is 

uncanny," he said, noting the balance sheet had just hit a three-month top of $4.18 trillion. 

Analysts at BofA Global Research noted global stock market capitalisation had ballooned by $13 

trillion since its September lows and the S&P was only 5% away from marking the biggest bull run in 

history.  "We stay irrationally bullish until peak positioning and peak liquidity incite a spike in bond 

yields and a 4-8% equity correction," they said in a note. 

The Fed's buying binge on Treasury bills has kept bonds bid even as stocks surged and economic data 

stayed healthy. Yields on two-year notes are dead in line with the overnight cash rate at 1.56%, 

compared to 2.62% this time last year. 
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The string of mostly solid U.S. data has underpinned the dollar, particularly against the safe-harbour 

yen. The dollar stood at 110.19 yen on Monday, having hit an eight-month peak of 110.28 last 

week.  The euro was stuck at $1.1095, while sterling idled at $1.3000 after poor British economic 

news fanned speculation about a cut in interest rates.  Against a basket of currencies, the dollar was 

flat at 97.616, moving away from the recent trough of 96.355. 

Spot gold stood at $1,557.75 per ounce, having hit a seven-year top earlier this month of $1,610.90 

at the height of Iran-U.S. tensions.  Concerns about a cut in supply from Libya sent oil prices 

higher.  Brent crude futures rose 76 cents to $65.61 a barrel, while U.S. crude jumped 61 cents to 

$59.15. 

Source: Thomson Reuters 

Domestic Markets 
South Africa's rand rose against the dollar early on Friday, a day after the central bank unexpectedly 

cut rates in an attempt to boost faltering economic growth. 

The South African Reserve Bank (SARB) lowered its main lending rate by 25 basis points to 6.25% in a 

unanimous decision on Thursday, as it lowered its inflation forecasts significantly. 

The majority of analysts polled by Reuters had expected no change in rates because of risks 

associated with a February budget speech and a scheduled review of the country's last investment-

grade credit rating by Moody's in March. 

The central bank painted a grim picture on the outlook for economic growth, lowering its predictions 

for this year and next to 1.2% and 1.6% respectively. 

At 0713 GMT, the rand traded at 14.3720 per dollar, 0.25% firmer than its previous close. 

"The cut was not expected for the most part," said Warrick Butler, executive for rand and emerging 

market spot trading at Standard Bank. 

"Lack of any major move in the rand suggests that either positioning is very light or some of the 

offshore investors are already hedged. Of course, the continued bias towards emerging market 

investment also helps." 

In fixed income, yield on the benchmark government bond was down 3 basis points to 8.16%. 

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 

 NSX is a Bloomberg calculated Index 
 
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.  The levels of and 

changes in the yields need to be interpreted with caution due to the illiquid nature of the domestic 

bond market. 

Source: Bloomberg 

 

 

 

 

 

For enquiries concerning the Daily Brief please contact us at  

Daily.Brief@capricorn.com.na 

 

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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