
 

 

 

 

 

 

 

Market Update                                           Wednesday, 22 January 2020  
 
 

Global Markets  
Asian stock markets bounced on Wednesday as China's response to a virus outbreak tempered fears 

of a global pandemic, although Shanghai shares slipped amid worries about a hit to domestic 

demand and tourism. 

Fears of contagion, particularly as millions travel for Lunar New Year festivities, has pushed stocks 

from record peaks.  The outbreak has revived memories of the Severe Acute Respiratory Syndrome 

(SARS) epidemic in 2002-03, a coronavirus outbreak that killed nearly 800 people and hurt world 

travel.  Yet this time, China's response and candour - in contrast to the initial cover-up of the SARS 

outbreak - has tempered some of the gravest fears about the possible global fallout.  China's 

National Health Commission said on Wednesday there were 440 cases of the new virus, with nine 

deaths so far. Measures are now in place to minimise public gatherings in the most-affected regions. 

The Shanghai Composite index recovered from an early 1.4% drop to trade 0.5% lower by mid-

morning. Markets elsewhere advanced, driving the MSCI index of Asia-Pacific shares outside Japan 

up 0.5%.  Japan's Nikkei, Korea's Kospi index and Hong Kong's Hang Seng all rose by more than half a 

percentage point after heavy drops on Tuesday.  Australia's S&P/ASX 200 shrugged off worries to hit 

a fresh record high. 

"The call here is not that the virus is done or nipped in the bud by any means," said Kay Van-

Petersen, global macro strategist at Saxo Capital Markets.  "But there have been no big further 

reported outbreaks, and the response from the Chinese authorities has been very, very 

positive...China is 1.4 billion people. This is not the first time they're tackling a bug that's gotten out 

of hand." 

The outbreak, from its origin in Wuhan, China, has reached the United States, Thailand, South Korea, 

Japan and Taiwan.  Cases have been confirmed in 13 Chinese provinces.  The World Health 

Organization (WHO) meets later on Wednesday to consider whether the outbreak is an international 

emergency. 

Airlines, other travel-exposed stocks and retailers vulnerable to shifts in consumer sentiment have 

borne the brunt of selling in the past two days along with the Chinese yuan.  MSCI's airline industry 

index posted its biggest daily drop in more than three months on Tuesday and shares in the industry 

were still falling on Wednesday. 
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On Wall Street overnight, the Dow Jones Industrial Average fell half a percent and the S&P 500 

dropped almost a third of a percentage point, led by falls in airlines and China-exposed casino 

operators.  "While details on the coronavirus are scant, we reckon that the SARS period could offer 

some clues as to how markets could pan out," said analysts at Singapore's DBS Bank.  "The trends 

are clear: Yields and stock prices fell in the first few months of the SARS outbreak and rebounded 

thereafter."  

So far, the yield on U.S. 10-year government bonds has stabilised after Tuesday's drop, sitting a little 

firmer at 1.7865%.  Spot gold also gave back some gains to hold 0.3% weaker at $1,553.01 per 

ounce.  In currencies, the safe-haven yen eased slightly from the one-week high it touched 

overnight, although the yuan nursed its losses. It was steady at 6.9026 per dollar.  Oil prices also 

settled back as traders figured a well-supplied global market would be able to absorb disruptions 

that have cut Libya's crude production to a trickle.  Brent futures settled down 20 cents at $64.59 a 

barrel. U.S. crude fell 20 cents, or 0.3%, to $58.38 per barrel. 

Source: Thomson Reuters 

Domestic Markets 
South Africa's rand dipped to a new five-week low on Tuesday, with the currency struggling for 

momentum as a weak domestic economic outlook failed to provide a basis for optimism. 

The rand touched 14.5970 per dollar in the session, its weakest since Dec. 12, before trimming losses 

to trade largely flat at 14.4810 at 1500 GMT. Stocks also fell.  The currency has weakened more than 

3% versus the greenback since the start of the year. 

"The market, as a whole, doesn't seem like it holds much interest in currencies since the start of the 

year's initial burst," said Warrick Butler, executive for rand and emerging market spot trading at 

Standard Bank.  "The rand has underperformed other risky assets during this period but that ties into 

cyclical demand and the dire fundamental position of the country." 

Africa's most industrialised economy is growing at a snail's pace, with power supply interruptions 

from struggling state utility Eskom contributing to low business confidence.  The International 

Monetary Fund on Monday cut its South African growth forecasts to 0.8% this year and 1.0% in 

2021, following recent downward revisions to the South African Reserve Bank's forecasts. 

President Cyril Ramaphosa has found it hard to push through much-needed reforms and rein in 

rapidly rising debt levels, putting the country's last investment-grade credit rating from Moody's at 

risk. 

Stocks closed lower, with the Johannesburg Stock Exchange's Top-40 Index ending the day down 

1.53% at 51,835 points, while the broader all-share index fell 1.49% to 57,976 points.  The biggest 

losers of the day were platinum producers, which suffered as a steep surge in the price of palladium 

fell back.  "It's all been riding on the back of that palladium price... it's a very sentiment-driven 

market and people are probably thinking that that bubble has burst," Greg Davies, trader at Cratos 

Capital, said, adding the markets were likely nervous and people were trying to take profits while 

they could.  Anglo American Platinum was down 9.3%, Impala Platinum fell 8.8% and Northam 

Platinum dropped 8.5%. Other peers followed close behind. 

In fixed income, the yield on the benchmark 2026 bond was down a single basis point at 8.14%. 

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. 

mailto:Daily.Brief@capricorn.com.na

