
 

 

 

 

 

 

 

Market Update                                           Thursday, 23 January 2020  
 
 

Global Markets  
Asian shares and U.S. stocks fell on Thursday as investors remained anxious about the spread of a 

new flu-like virus in China just as millions prepared to travel for the Lunar New Year. 

Oil futures tumbled to seven-week lows as the contagion was expected to hit airline travel, while the 

International Energy Agency's warning of an oil surplus and a larger-than-expected increase in U.S. 

crude inventories re-kindled fears of excess supply.  

MSCI's broadest index of Asia-Pacific shares outside Japan fell 0.45%.  Blue chip Chinese shares 

slumped 0.91%. Australian shares were down 0.57%, while Japan's Nikkei stock index slid 0.6%.  The 

Chinese yuan fell toward a two-week low, while safe-havens such as the Japanese yen, gold, and U.S. 

Treasuries rose before a travel blockade of the Chinese city, Wuhan, at the centre of the outbreak 

starts later on Thursday. 

Deaths in China from the new coronavirus rose to 17 on Wednesday, with nearly 600 cases 

confirmed. The outbreak has evoked memories of Severe Acute Respiratory Syndrome (SARS) in 

2002-2003, another coronavirus which broke out in China and killed nearly 800 people in a global 

pandemic.  "Markets are expressing concern about the growth outlook," said Michael McCarthy, 

chief market strategist at CMC Markets in Sydney.  "The coronavirus has introduced some caution. 

There is no reason to expect a global pandemic now, but there is some repricing in financial 

markets." 

U.S. stock futures fell 0.02% on Thursday in Asia.  The S&P 500 eked out a 0.03% gain on Wednesday, 

but the overall tone on Wall Street was mixed as investors assessed the impact of the virus and 

braced for the corporate earnings season. 

Cases have been detected in Beijing, Shanghai, Macau, Hong Kong, Japan, and the United States. 

Wuhan's local government said it would close all urban transport networks and suspend outgoing 

flights as of 10 a.m. on Thursday (0200 GMT). Citizens have been urged not to leave the 

city.  However, there are fears the virus could spread rapidly, because millions of Chinese travel 

domestically and abroad during the week-long Lunar New Year holidays, which start on Friday. 

Air China, China's flagship carrier, skidded 2.78% to the lowest in more than eight weeks. Shares of 

Australia's Qantas Airways Ltd fell 1.55%, while Japan Airlines Co dropped 1.4% and rival air carrier 

ANA Holdings Inc declined 1.17%. 
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In the onshore market, the yuan edged down 0.1% to 6.9160 per dollar, approaching the lowest 

since Jan. 10.  The yen rose 0.2% to 109.64 versus the dollar, while the Swiss franc traded at 0.9679 

against the greenback. 

Gold, another asset that is often bought as a safe haven, rose 0.07% to $1,559.17 per ounce.  The 

yield on benchmark 10-year Treasury notes fell slightly to 1.7551% in Asia as some investors sought 

the safety of government debt.  U.S. crude fell 1.69% to $55.78 a barrel, briefly touching the lowest 

since Dec. 3. Brent crude slumped by 1.55% to $62.26 per barrel to reach the lowest since Dec. 

4.  The American Petroleum Institute said U.S. crude inventories rose 1.6 million barrels last week, 

compared with analysts' expectations for 1 million-barrel draw. 

Markets took Republican U.S. President Donald Trump's impeachment trial in stride, as he is widely 

expected to be acquitted in the Republican-controlled Senate.  Democrats accused Trump at the 

start of his impeachment trial on Wednesday of a corrupt scheme to pressure Ukraine to help him 

get re-elected.  Trump told reporters in Switzerland the Democrats did not have enough evidence to 

find him guilty and remove him from office. 

Source: Thomson Reuters 

Domestic Markets 
South Africa's rand firmed more than 1% on Wednesday, helped by a recovery in demand for riskier 

assets, while Dutch-based technology group Prosus led stocks lower.  At 1542 GMT, the rand traded 

at 14.3310 versus the dollar, 1.17% stronger than its previous close. 

"The appreciation in the rand appears to be mostly driven by external factors, specifically the pull 

back of the U.S. dollar as well as a bit of risk-off trade falling. So recovery of risk sentiment and a 

weak dollar," said Kieran Siney a Financial Markets analyst at ETM Analytics. 

Swift updates from China about the spread of a new flu-like coronavirus raised hopes the outbreak 

would be contained.  The outbreak tested risk appetite on Tuesday, although most analysts point to 

recent losses as being temporary even as investors grapple with its potential implications for the 

global economy. 

Locally, consumer price inflation (CPI) quickened to 4.0% year-on-year in December, from 3.6% in 

November, data from Statistics South Africa showed. The figure was in line with a Reuters poll.  

"CPI is expected to rise back over the midpoint of the target range over the next few months, making 

further interest rate easing psychologically more difficult, although still possible given subdued 

economic activity," economists at Nedbank Group Economic Unit said in a note. 

Benign inflation readings allowed the South African Reserve Bank (SARB) to cut its main lending rate 

by 25 basis points last week to 6.25%, the first cut since July last year. 

Government bonds were also a shade stronger, with the yield on the benchmark 2026 bond down 

0.5 basis points to 8.135%. 

Stocks closed lower, with the Johannesburg Stock Exchange's Top-40 Index ending down 0.05% at 

51,808 points, while the broader all-share index fell 0.1% to 57,918 points.  

Prosus led the decliners on the Top-40 index, down 3.36% after Naspers, which is the majority 

shareholder in the Dutch-based technology group, said it sold around 1.5 billion euros ($1.7 billion) 

worth of shares in order to buy back its own stock. 

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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