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Market Update Monday, 21 February 2024

Global Equities: MSCI World in Namibia Dollar terms

index with daily moving averages, log scale
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Global Markets

The dollar eased and a gauge of global stock performance fell on Tuesday as fading
optimism that central banks will soon cut interest rates dampened sentiment, leaving key
pan-European and Japanese stock indices just below their all-time highs. Europe's broad
STOXX 600 benchmark and Japan's Nikkei remain about 1% off their peaks, while a weeks-
long rally on Wall Street stalled, despite stellar results from Walmart that lifted its shares to
a record high.

Hotter-than-expected U.S. inflation data last week pushed back expectations for an
imminent start to the Federal Reserve's easing cycle. A rate cut is now expected in June,
according to a slim majority of economists polled by Reuters, who also flagged risk of a
further delay in the first cut. The call for further deflation has depended on below-trend
economic growth, but the structural foundation for that outlook is wrong as there is little
slack in the U.S. economy, said Phillip Colmar, global strategist at MRB Partners in New York.
"The whole Goldilocks soft-landing scenario was also wrong," he said. "We like Goldilocks.
But our experience is she doesn't visit for very long and the risk to the Goldilocks scenario



was that we weren't going to have a soft landing with enough slack in the economy building
up to bring down inflation."

The dollar index, a measure of the U.S. currency against six others, fell 0.24%, while MSCl's
gauge of stocks across the globe shed 0.35%. The STOXX 600 index closed down 0.10% as
markets ignored European Central Bank data that showed the annual growth in negotiated
wages across the euro area slowing to 4.5% in the fourth quarter last year, down from 4.7%
in the prior period. The ECB has pointed to wages as the biggest risk to its 1-1/2 year
crusade against inflation. An ECB analysis of salary agreements indicates wage growth will
remain high this year, while the number of companies that expect price increases is rising
again, Commerzbank's senior economist Marco Wagner said in a note. The tech-heavy
Nasdaq led losses on Wall Street as chipmaker Nvidia, which reports results after markets
close on Wednesday, fell 4.4%. On Wall Street, the Dow Jones Industrial Average fell 0.17%,
the S&P 500 .SPX lost 0.60% and the Nasdaq Composite dropped 0.92%.

The response to the interest rate outlook from asset classes other than bonds has been
muted so far, but U.S. economic growth compared to elsewhere will likely change the lock-
step move for central bank expectations, said Marvin Loh, senior global macro strategist at
State Street in Boston. Since mid-January the market has reduced rate cut expectations by
60 basis points for the Fed, the same for the Bank of Canada, 37 basis points for the ECB and
57 basis points for the Bank of England, he said. "This change in the U.S. rates market is an
economy that is performing in a way that we're not seeing in a lot of the other developed
markets. Eventually you're going have to start seeing more separation," Loh said.

The two-year Treasury yield, which reflects interest rate expectations, fell 4.8 basis points to
4.608%, while the yield on the benchmark 10-year note was down 2.4 basis points at
4.271%. Germany's 10-year Bund yield, which moves inversely to its price, was down 0.7
basis points at 2.378%, while the euro was 0.29% higher at $1.0811. Germany's rate-
sensitive two-year yield has risen about 40 bps year to date. China's five-year loan prime
rate was lowered by 25 basis points to 3.95%, bigger than the five to 15 bp cuts forecast by
economists. The one-year rate was left at 3.45%, helping blue chips to finish the day up
0.2%, after an earlier fall, and Hong Kong's Hang Seng index to rise 0.6%.

The yuan touched its lowest in three months in early trade before steadying at 7.1925. The
dollar weakened after China cut rates in a bid to prop up its struggling property market,
raising hopes of additional stimulus that would boost global growth. The yen gained but
stayed below the 150.88 per dollar level reached last Monday, its weakest in 11 weeks, as
investors focus on whether renewed weakness in the Japanese currency is likely to prompt
intervention.

Oil prices fell more than 1%, with worries about global demand offsetting price support
from the Israel-Hamas conflict. Brent futures settled down $1.22 to $82.34 a barrel. The six-
month spread for Brent LCOc1-LCOc7 on Tuesday was at its highest since October, a sign of
a tighter market. U.S. West Texas Intermediate (WTI) crude for March delivery, which
expires Tuesday, settled down $1.01 at $78.18 a barrel. The more actively traded April WTI
contract settled down $1.30 at $77.04 a barrel.



Gold prices climbed to their highest level in more than a week as the dollar retreated. U.S.
gold futures settled 0.8% higher at $2,039.80 an ounce.

Source: Thomson Reuters Refinitiv
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Domestic Markets

The South African rand inched higher in early trade on Wednesday, with domestic inflation data and
the 2024 budget due later in the day being the main focal points. At 0550 GMT, the rand traded at
18.8825 against the dollar, around 0.2% stronger than its previous close.

Statistics South Africa will release the January Consumer Price Index (CPI) around 0800 GMT, with
economists polled by Reuters predicting a modest increase in year-on-year inflation to 5.4% from
5.1% in December. The central bank has said it wants to see a clearer disinflation trend before
cutting interest rates.

From 1200 GMT, Finance Minister Enoch Godongwana will present this year's budget, laying out the
government's spending priorities, revenue collection strategies and updated economic forecasts.
Economists predict the budget will show some slippage from last year's mid-term budget, with
weaker mining tax receipts contributing to wider budget deficits.

Source: Thomson Reuters Refinitiv

To the mind that is still, the whole universe surrenders.

Lao Tzu



Market Overview

MARKET INDICATORS (Thomson Reuters Refinitiv) 21 February 2024

Money Market TB Rates % Last close  Difference Prev close Current Spot
3 months = 8.7% 0.000 8.79 8.79
6 months = 8.85 0.000 8.85 8.85
9 months ¥ 891 -0.008 891 891
12 months ¥ 895 -0.025 8.97 895
Nominal Bond Yields % Last close  Difference Prev close Current Spot
GC24 (Coupon 10.50%, BMK R186) " 9.05 -0.060 9.11 9.07
GC25 (Coupon 8.50%, BMK R186) " 9.14 -0.060 9.20 9.16
GC26 (Coupon 8.50%, BMK R186) " 9.14 -0.060 9.20 9.16
GC27 (Coupon 8.00%, BMK R186) Y 9.26 -0.060 932 9.28
GC28 (Coupon 8.50%, BMK R2030) oy 9.65 -0.020 9.67 9.64
GC30 (Coupon 8.00%, BMK R2030) Y 9.69 -0.020 971 9.68
GC32 (Coupon 9.00%, BMK R213) e 10.17 -0.025 10.19 10.15
GC35 (Coupon 9.50%, BMK R209) Wy 11.12 -0.055 11.17 11.14
GC37 (Coupon 9.50%, BMK R2037) " 12.26 -0.060 12.32 12.30
GC40 (Coupon 9.80%, BMK R214) 0 12.39 -0.060 12.45 12.36
GC43 (Coupon 10.00%, BMK R2044) Y 1256 -0.095 12.65 12.57
GC45 (Coupon 9.85%, BMK R2044) Y 12.39 -0.095 12.48 12.40
GC48 (Coupon 10.00%, BMK R2048) by 1251 -0.100 1261 12.52
GC50 (Coupon 10.25%, BMK: R2048) ¥ 12.24 -0.100 1234 12.25
Inflation-Linked Bond Yields % Last close  Difference Prev close Current Spot
G125 (Coupon 3.80%, BMK NCPI) = 380 0.000 380 3.90
G127 (Coupon 4.00%, BMK NCPI) = 460 0.000 460 460
G129 (Coupon 4.50%, BMK NCP1) > 5.03 0.000 5.03 5.03
G133 (Coupon 4.50%, BMK NCPI) > 5.69 0.000 5.69 5.69
G136 (Coupon 4.80%, BMK NCP1) > 599 0.000 5.989 589
Commodities Last close Change Prev close Current Spot
Gold [ 2,024 0.29% 2,018 2,030
Platinum R 901 0.26% 899 905
Brent Crude ] 823 -1.46% 83.6 82.6
Main Indices Last close Change Prev close Current Spot
NSX Overall Index "] 1,521 -0.88% 1,535 1,521
JSE All Share ¥ 72,846 -0.86% 73,581 72,846
SP500 ] 4976 -0.60% 5,006 4976
FTSE 100 Wl 7,719 -0.12% 7,729 7,719
Hangseng ap 16,248 0.57% 16,156 16,609
DAX " 17,068 -0.14% 17,092 17,068
JSE Sectors Last close Change Prev close Current Spot
Financials W 17,265 -0.37% 17,329 17,265
Resources "] 50,343 -0.89% 50,793 50,343
Industrials Y 102,046 -1.18% 103,270 102,046
Forex Last close Change Prev close Current Spot
NS/US dollar dy 18.90 -0.32% 18.96 18.89
NS/Pound " 23.85 -0.12% 23.88 23.84
NS/Euro & 20.42 -0.08% 20.43 20.42
US dollar/ Euro ) 1.080 0.24% 1.078 1.081
Namibia RSA
Interest Rates & Inflation Jan 24 Dec 23 Jan 24 Dec 23
Central Bank Rate > 7.75 7.75 825 825
Prime Rate > 1150 1150 1175 1175
Jan 24 Dec 23 Dec 23 Nov 23
Inflation [ 5.4 5.3 51 55




Notes to the table:

e The money market rates are TB rates

e “BMK” = Benchmark

e  “NCPI” = Namibian inflation rate

o “Difference” = change in basis points

e Current spot = value at the time of writing

e NSXis the Overall Index, including dual listeds

Source: Thomson Reuters Refinitiv

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.

@ Capricorn Asset Management () Bank Windhoek

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 and persons whom the writer believes
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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