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Highlights  

• SA: September mining production expanded 3.4% year-on-year, 
seasonally adjusted and by 0.9% month-on-month. September 
manufacturing production was flat year-on-year, having expanded 
2.2% in August.  

• SSA: Price pressures in Mozambique have intensified over the 
last couple of months as headline inflation surged to 25.5% y/y in 
October.  

• Global : The closely watched US elections trumped data releases 
this week—quite literally—as the underdog, Donald Trump, was 
elected as the president of the United States. Markets roiled on 
the day, and have been volatile ever since, particularly as 
speculation mounts over Trump’s fiscal stimulus plans resulting in 
the Rand depreciating by approximately 100 cents.  

 

The key data in review 

Financial Market Indicators Close 1-week 1-month  1 Year 

All Share 51493.00 2.5% -0.1% 0.5% 

USD/ZAR 14.08 -4.8% 1.9% 0.5% 

EUR/ZAR 15.33 -2.8% 3.4% -0.7% 

GBP/ZAR 17.67 -5.6% -0.6% 18.0% 

Platinum US$/oz 975.00 -2.3% 4.3% 10.6% 

Gold US$/oz 1259.40 -3.4% -0.1% 16.0% 

Brent US$/oz 52.51 13.3% 0.9% 14.3% 

SA 10 year bond yield 9.00 0.37 0.12 0.55 

Source: I-Net, FNB (data as at Thursday’s close)  
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Date Country Release/event  Period  Actual Prior 
Nov 4  US Non-farm payrolls (000’s) Oct 161 191 

 UK Industrial output (% m/m) Sep -0.4 -0.4 

Nov 9 China CPI (% y/y) Oct 2.1 1.9 

 China PPI (% y/y) Oct 1.2 0.1 

Nov 10 SA Manufacturing production (% y/y) Sep 0 2.2 

 SA Mining production (% y/y) Sep 3.4 0.1 
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below the key 50 level). Of concern, is that the 
October PMI fell to 45.9, which suggests October 
manufacturing numbers could be significantly worse 
than September’s print. Quarter-on-quarter, 
manufacturing production contracted -1.3% in 3Q16, 
and suggests that the sector’s GDP will grow by just 
0.5% y/y in 3Q16. 

September mining production expanded 3.4% 
year-on-year, seasonally adjusted and by 0.9% 
month-on-month. Gold registered its second 
consecutive poor month, contracting -7% y/y, as did 
chrome (-5.2%), manganese (-11.6%) and nickel (-
15.5%). Nevertheless, strong showings from iron-
ore (11.6%), PGM (10.5%), coal (6.8%) and 
diamond miners (14.8%) more than offset the slump 
and pushed the q/q average for 3Q16 to 1.5%. This 
was not enough to compensate for year-on-year 
weakness in the first two months of the quarter 
though, and we expect mining GDP to contract by -
0.4% y/y in the third quarter. Commodity prices 
which are inching higher should be more supportive 
of sector growth in the fourth quarter, as will wage 
resolutions which prevented strike activity in the 
gold and platinum sectors. 

September manufacturing production was flat 
year-on-year, having expanded 2.2% in August. 
Expansion was held back by contractions in food 
and beverages (-2.6%), textiles and clothing (-1.5%) 
and machinery (-7.1%) production. Production of 
motor vehicles and parts expanded 8.8% y/y in line 
with the improvement seen in export volumes in 
October, and wood and wood products added 2% y/
y contributing 0.3% to growth. Despite a 1.5% m/m 
seasonally adjusted improvement, activity in the 
sector remains lacklustre as had been signalled by 
the September Purchasing Manager’s Index (PMI) 
which improved to 48.5 from 46.3 in August (still 

Figure 1: Mining production volume 

 

Figure 2: Manufacturing production volume 

 

 

 

 

 

South African Economy  

 Sources: Reuters, FNB 
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Headline inflation in Namibia accelerated to 7.3% 
in October after a sudden acceleration in alcoholic 
beverages, household furnishings and 
communications. Collectively, these components, 
account for 22% of the overall consumption basket, 
and since major inflation components such as food 
and housing moved sideways, the beverage, 
household furnishings and communication 
components were able to move the needle. Alcoholic 
beverages inflation was driven by Namibia Breweries 
finally passing on the increase in excise duties on 
their returnable product lines. A sudden increase in 
communication inflation from 1.3% to 6.0% in October 
added further inflationary pressure. Surprisingly, 
neither the Communications Regulatory Authority of 
Namibia, nor the service providers have published 
rate increases. A surge in furniture, décor and flooring 
prices rounded up the inflationary pressures for the 
month, after robust demand stemmed from increased 
new housing supply at the coast and north central 
regions. The latest inflation print has sent real repo 
rates into the red, thereby providing no real incentives 
for households to save, and thus compounding 
banking sector liquidity challenges. Since the central 
bank rarely hikes rates in December, a February hike 
is beginning to look more likely.  

Price pressures in Mozambique have intensified 
over the last couple of months as headline inflation 
surged to 25.5% y/y in October—a level not seen 
since February 2002. Food and non-alcoholic 
beverage inflation—over half of the inflation 
basket—remains elevated, printing 39% y/y in 
October due to the unforgiving effects of the drought 
and a depreciating metical which has led to costlier 
food imports. On a m/m basis, food and non-
alcoholic beverage inflation surged 3.3%—the 
highest monthly increase since April this year. The 
aggressive resurgence of food inflation remains 
concerning although we expect food prices to 
subside in 1H17 on the back of La Niña which 
should bode well for higher crop yields next year.  

Headline inflation in Ghana rose 15.8% y/y in 
October the slowest rate in over 24 months – the 
deceleration reflects base effects. Non-food inflation 
rose 19.4% from 21.6% in September .Most 
subcomponents, with the exception of health and 
miscellaneous goods and services, recorded a 
deceleration in prices notably education, 
restaurants, utilities as well as clothing and 
footwear. Food inflation rose 8.7%y/y down from 9% 
in September, led by a slower pace of increase in 
fish and seafood, vegetables, cereals and dairy 
products. We expect the moderation in headline 
inflation to persist supported by base effects, a 
stable exchange rate, and aggressive monetary 
policy tightening.  

Figure 3: Mozambique headline inflation Figure 4: Ghana headline inflation  

Sub-Saharan Africa 

Sources: Reuters, FNB 
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Fed hinted at a December hike. Federal funds futures 
– a proxy for interest rates expectations – indicate a 
72% probability of a rate hike.  

UK Industrial production decreased by -0.4% m/m in 
September—unchanged from August – as mining and 
quarrying (-3.8% m/m), electricity (-1.9% m/m) and 
water (-1.1% m/m) continued to contract. 
Manufacturing continued to display resilience – as 
indicated by recent upbeat manufacturing PMI 
readings - increasing 0.6% m/m in September from 
0.2% the previous month. However, this was not 
enough to keep industrial production from contracting 
on a quarterly basis (-0.5% q/q). It is likely that a 
weaker pound will continue to spur growth in the 
manufacturing sector in the coming months, although 
producers will be weary of the impact increasing import 
costs will have on profit margins.  

China headline inflation increased 2.1% y/y in 
October from 1.9% the month before as food prices 
surged 3.7% and non-food inflation increased at a 
gradual 1.7%. While inflation has been increasing over 
the past couple of months, it is still well below the 3% 
target. China’s producer price index continued on its 
upward trend surging 1.2% y/y in October from 0.1% in 
September. After a long-run of contractionary 
readings, this provides evidence that China’s excess 
capacity concerns are diminishing.  

Global Snapshot 

Sources: Reuters DataStream, FNB 

Figure 6: China producer price inflation 

The closely watched US elections trumped data 
releases this week—quite literally—as the underdog, 
Donald Trump, was elected as the president of the 
United States. Markets roiled on the day, and have 
been volatile ever since, particularly as speculation 
mounts over Trump’s fiscal stimulus plans resulting 
in the Rand depreciating by approximately 100 
cents. While there is a significant amount of policy 
uncertainty over the long-run, it is prudent to keep in 
mind that there can be large discrepancies between 
policy rhetoric pre-election and policy 
implementation post-election due to several parties 
involved in decision making processes.   

US non-farm payroll employment rose by 161,000 
in October, although it was lower than September’s 
191,000. Non-farm payroll employment has been 
increasing at a more moderate pace since June this 
year, although job gains have held more steadily 
relative to the first half of the year. The services 
sector added 142,000 jobs as professional and 
business services (+43,000) and health care and 
social assistance (+39,100) remained resilient. 
Average hourly earnings continued to trend upwards 
increasing by 10 cents to $25.92 from 8 cents the 
month before (up 2.8% year-to-date). While 
unemployment edged lower to 4.9% from 5% in 
September, so too did the labour force participation 
rate to 62.8% from 62.9% in September. Despite the 
federal funds rate being kept on hold last week, the 

Figure 5: China headline inflation 
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Data to watch out for next week...  

 

  

Date Country Release/event  Period  Survey Prior 

Nov 14 Japan GDP (%q/q annualized) 3Q16 0.8 0.7 

 China Industrial output (% y/y) Oct 6.2 6.1 

Nov 15 UK CPI (% y/y) Oct 1.2 1 

 SA Unemployment (%) 3Q16 26.7 26.6 

Nov 16 SA Retail sales (% y/y) Sep - 0.2 

Nov 17 US CPI (% y/y) Oct 1.6 1.5 

Local / Rounding –up 3Q data 

The Quarterly Labour Force Survey should paint a 
rather bleak picture of the labour market. If there is 
any improvement in the unemployment rate it will 
likely be due an expansion in discouraged work 
seekers—the expanded definition of unemployment 
will be closer to the truth. The economy has 
struggled to create jobs for some time and, as such, 
we do not expect any improvement anytime soon.  

The deceleration in retail sales in the first two 
months of 3Q suggests that we are in for a rather 
dismal quarter. September retail sales figures - 
scheduled for release next week should confirm this 
view. If the latest household credit numbers are 
anything to go by, we should see a sustained 
weakening in retail sales. Weak consumer 
confidence, higher interest rates and weak 
disposable income growth also point to weak retail 

The Week Ahead 

    Source: Bloomberg (“Survey” is the consensus forecast)  

sales growth.   
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FNB SA Economic Forecasts 

Source: FNB  

 Economic Indicator 2013 2014 2015 2016f 2017f 2018f 

Household consumption expenditure %y/y 2.0 0.7 1.7 0.2 1.1 1.1 

Government consumption expenditure %y/y 3.5 1.8 0.2 0.8 1.0 1.3 

Gross fixed capital formation %y/y 7.0 1.5 2.5 -2.2 -1.1 1.1 

Real GDP %y/y 2.3 1.6 1.3 0.2 1.0 1.6 

Total exports %y/y 3.6 3.3 4.1 2.0 2.2 2.9 

Total Imports %y/y 5.0 -0.5 5.3 0.5 1.3 2.2 

Current account (% of GDP) -5.9 -5.3 -4.3 -4.0 -3.1 -2.7 

CPI (average) %y/y 5.8 6.1 4.6 6.2 5.5 5.3 

CPI (year end ) %y/y 5.4 5.3 5.2 7.1 5.6 5.3 

Repo rate (year end) %p.a. 5.0 5.75 6.25 7.00 7.00 7.00 

Prime (year end) %p.a. 8.5 9.25 9.75 10.25 10.25 10.25 

USD/ZAR (average) 9.6 10.8 12.8 15.4 15.6 16.1 
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Disclaimer: The information in this publication is derived from sources which are regarded as accurate and reliable, is of a gen-

eral nature only, does not constitute advice and may not be applicable to all circumstances. Detailed advice should be obtained 

in individual cases. No responsibility for any error, omission or loss sustained by any person acting or refraining from acting as a 

result of this publication is accepted by Firstrand Group Limited and / or the authors of the material. 
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