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Highlights  

• SA: The week started off on a positive note, beginning with the 
announcements late Friday by Fitch and Moody’s that they were 
keeping South Africa’s sovereign credit rating at investment grade. 

• SSA: Lesotho headline inflation continued to edge downwards to 
5.7% y/y in October from 6% in September resulting in the central 
bank keeping the bank rate unchanged at 7%.  

• Global : OPEC agreed to reduce output by 1.2 million barrel per 
day (mbpd) bringing production to a total of 32.5 mbpd effective 
from January next year. Manufacturing PMI’s remained elevated 
in developed markets in November as China (51.7), the  US (53.2) 
and the Eurozone (53.7) trended higher, while the UK  edged 
slightly lower (53.4) although still displaying impressive gains.   

The key data in review 

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

All Share 49,927.00 -1.1% -0.7% 0.2% 

USD/ZAR 14.09 0.2% -3.6% 2.5% 

EUR/ZAR 15.03 -0.7% 0.3% 2.1% 

GBP/ZAR 17.70 -0.7% -6.4% 17.5% 

Platinum US$/oz 916.00 0.1% -8.2% 10.2% 

Gold US$/oz 1172.08 -1.0% -10.1% 11.3% 

Brent US$/oz 52.51 7.3% 13.3% 21.9% 

SA 10 year bond yield 9.09 0.07 0.46 0.58 

Source: I-Net, FNB (data as at Thursday’s close)  
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Date Country Release/event  Period  Actual Prior 
Nov 29 SA Private sector credit (% y/y) Oct 6.3 7.2 

 SA BER business confidence 4Q16 38 42 

Nov 30 SA South Africa budget (billion rand) Oct -30.9 -3.94 

 SA Trade balance (billion rand) Oct -4.4 6.9 

Dec 1 SA Barclays manufacturing PMI Nov 48.3 45.9 

 SA Naamsa vehicle sales (% y/y) Nov -9.6 -10.2 

 China NBS manufacturing PMI Nov 51.7 51.2 

 Eurozone Markit manufacturing PMI Nov 53.7 53.5 

 UK Markit manufacturing PMI Nov 53.4 54.2 

 US ISM manufacturing PMI Nov 53.2 51.9 



2 FNB Economics | Please see the last page for our disclaimer  

We expect the trend to continue into 2017 as weak 
domestic growth, waning confidence and higher 
borrowing costs continue to dampen appetite for 
investment and consumption. 

Despite registering a trade deficit of -R4.4bn in 
October compared to a R6.9bn surplus in September, 
the figures released by SARS were nonetheless 
encouraging as the year-to-date deficit now stands at 
R14.3bn, down from the massive -R59.5bn at the 
same time last year. The month of October generally 
reflects much larger deficits as retailers import ahead 
of the holiday season. Nevertheless, exports 
expanded by 3.7% y/y while imports contracted –
13.7% over the same period. The result supports our 
view for a gradual, but uneven narrowing of the 
current account and explains some of the currency 
resilience in the face of global and local headwinds. 

In other data, the Barclays PMI improved from 45.9 in 
October to 48.3 in November, but has remained below 
the key 50 level for four consecutive months, 
underscoring the weakness in the manufacturing 
sector. The RMB / BER Business Confidence index 
for 4Q16 unsurprisingly receded from 42 in 3Q16 to 
38, implying 60% of businesses are dissatisfied with 
prevailing conditions. Retailers and vehicle dealers 
showed marked drops of 9 and 11 index points 
respectively. November vehicle sales contracted by –
9.6% y/y, with passenger sales down a massive –
13.8%. 

The week started off on a positive note, beginning 
with the announcements late Friday by Fitch and 
Moody’s  that they were keeping South Africa’s 
sovereign credit rating at investment grade. Fitch 
changed its BBB stable outlook to negative while 
Moody’s view was unchanged. Later today, after the 
local markets close, S&P will issue its 
announcement and it is by no means certain that 
they wont downgrade the country’s local currency 
rating from BBB+ with a negative outlook to BBB 
with a stable outlook. This would bring the local and 
foreign currency ratings closer together in line with 
the other two agencies. We expect that S&P will 
hold off on the foreign currency downgrade given 
the two year window period they have set for a 
ratings move. Our core view is for a downgrade by 
the agencies in June, although the fluidity of the 
political environment, which all agencies have 
flagged as a concern, could change dramatically (for 
better or worse) between now and the next review. 

Tuesday’s data from the SARB showed that credit 
extended to the private sector  grew at 6.3% y/y in 
October from 7.2% in September, which when 
adjusted for inflation, is essentially flat. Corporate 
credit growth slowed from 12.8% in September to 
11.3% in October, driven largely by slower growth in 
the unsecured segment which slowed from 18.2% to 
16.5%. Household credit extension continued to 
slow, expanding just 1% y/y in October on the back 
of contractions in unsecured and credit card debt. 

Figure 1: Barclays PMI Figure 2: BER Business confidence 4Q16 vs. 3Q16 

 

 

 

 

 

South African Economy  

 Sources: Reuters, FNB 
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Lesotho headline inflation continued to edge 
downwards to 5.7%  y/y in October from 6% in 
September. This was largely due to a deceleration in 
food inflation (10.1% y/y from 10.7% in September) 
and base effects. A 1.1% contraction in housing and 
utilities prices also provided some relief to the 
elevated inflation readings we have seen recently. 
On the back of this, the Central Bank of Lesotho 
decided to keep the bank rate unchanged at 7% 
although  eased the NIR target floor to US$ 680 
million from US$ 730 million. Going forward, we 
expect the bank rate to  remain at 7%—in line with 
the South African repo rate—to act as a hedge 
against capital outflows so that the loti will maintain 
its parity with the rand.   

 

Figure 3: Lesotho headline inflation  Figure 4: USD/LSL 

Sub-Saharan Africa 

Sources: Reuters, IHS, FNB 
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35 and 66 month highs respectively, while Germany 
made steady gains recording 54.3. In line with the 
resurgence of inflation and the depreciation of the euro 
we have seen recently, production costs have surged 
to a near five year high. However, a weaker euro has 
also led to an improvement in the manufacturing 
sector.  

The UK Markit manufacturing PMI edged lower to 
53.4 in November from 54.2 in October as new orders 
and production decelerated slightly. While a 
significantly weaker pound has provided upward 
momentum in the manufacturing sector, it has led to 
rising import cost pressures which will continue to 
weigh on producer margins.   

The US ISM manufacturing PMI surged to 53.2 in 
November from 51.9 in October as production (56), 
new orders (53) and supplier deliveries (55.7) lifted 
even higher in the month. Manufacturing respondents 
displayed an overwhelmingly positive sentiment going 
into the new year. This signals a much needed 
rebound in a manufacturing sector that has been 
constrained by a strong dollar, weak external demand 
and underinvestment in the energy sector. Data out of 
the US has been strong of late, and the FOMC is 
widely expected to raise interest rates by 25 bps at 
their next meeting on the 14th of December. 

Global Snapshot 

Sources: Reuters DataStream, FNB 

Figure 6: US ISM manufacturing PMI  

In a meeting in Vienna  this week, OPEC agreed to 
reduce output by 1.2 million barrel per day (bpd) 
bringing production to a total of 32.5 million bpd 
effective from January next year. This has caused 
the Brent crude oil price to surge in excess of 10%. 
However,  it seems that the effects of the oil price, 
currently at $53.6p/bbl at the time of writing, will 
likely be transitory in nature as the cutback is not 
enough to curb the current global oil supply glut. 

The China NBS manufacturing PMI jumped higher 
in November posting a reading of 51.7 from 51.2 in 
October. This is the highest reading since July 2014 
as production (53.9 from 53.3) and new orders (53.2 
from 52.8) rose at a faster pace. However, shedding 
of manufacturing jobs continued and producers 
persisted in stripping down raw material inventories, 
although this was done at a decelerated pace. The 
NBS manufacturing PMI has continued to trend 
higher since July this year signalling increasing 
Chinese economic stabilisation. However, we 
remain cautious of this development given the 
impact front-loaded fiscal and monetary policy 
stimulus measures have had on the manufacturing 
sector. 

The Eurozone Markit manufacturing PMI surged 
to 53.7 in November from 53.5 in October led higher 
by increased production, employment and new 
orders. Netherlands (57) and Austria (55.4) posted 

Figure 5: China NBS manufacturing PMI 
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Data to watch out for next week...  

Date Country Release/event  Period  Survey Prior 

Dec 2 US Non-farm payrolls Nov 180 161 

Dec  6   SA GDP (% q/q annualised) 3Q16 - 3.3 

 Eurozone GDP (% q/q) 3Q16 - 0.3 

Dec 7 UK Industrial output (% m/m) Oct - -0.4 

Dec 8 SA BER consumer confidence  3Q16 - -11 

 SA Mining production (% y/y) Oct - 3.4 

 SA Manufacturing production (% y/y) Oct - 0 

 Eurozone Rate announcement  Dec - 0 

Dec 9  SA Current account (% of GDP) 3Q16  - -3.1 

Local  

Next week sees the all important release of 3Q16 
GDP on Tuesday, and October mining and 
manufacturing production on Thursday. The FNB / 
BER consumer confidence index  for 3Q16 will also 
be released on Thursday. 

Mining production volume rose 3.4% y/y in 
September as a result of firmer commodity prices 
and fewer work stoppages. We expect that October 
will deliver a similar expansion given the –3.3% y/y 
contraction in October 2015, providing a lower base. 
As with previous months, PGM production is likely to 
provide a lift after contracting by a monthly average 
of –21.3% y/y (seasonally adjusted) between June 
2015 and May 2016. 

Manufacturing production was flat year-on-year in 

The Week Ahead 

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

September and contracted –0.1% on a seasonally 
adjusted basis. Weaker business activity and sales 
orders in the October PMI, which fell from 48.5 to 45.9 
suggest that the a contraction is likely in the month. 

Our GDP expectation is for a 0.9% y/y expansion and 
growth of 1.2% q/q saar. The first three quarters of 
year-on-year growth average 0.5%, and while we are 
not yet sufficiently convinced to raise our 0.2% GDP 
growth forecast for 2016, we acknowledge upside risk 
to our view. 
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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 -3.4 -1.9 1.3 

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 6.3 5.9 5.3 

CPI (year end ) %y/y 5.4 5.3 5.2 6.6 5.3 5.5 

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 14.7 14.8 15.7 
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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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