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Highlights  

• SA: Data released Monday by the BER showed that October’s 
Manufacturing PMI dropped 2.6 points to 45.9.  

• SSA: Fitch maintained Mozambique’s long-term foreign and 
domestic issuer default rating at ‘CC’.  

• Global : There was a pick up in global PMI readings in October as 
the US (51.9), the UK (54.3), China (51.2) and the Eurozone 
(53.5) trended higher. Additionally, the US and the UK both left 
their monetary policy rates unchanged at 0.5% and 0.25% 
respectively.   

The key data in review 

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

All Share 50239.27 -1.8% -3.1% -5.5% 

USD/ZAR 13.43 3.1% 2.8% 3.7% 

EUR/ZAR 14.91 1.4% 3.8% 1.6% 

GBP/ZAR 16.74 0.8% 4.9% 22.0% 

Platinum US$/oz 998.00 3.4% 3.4% 4.4% 

Gold US$/oz 1303.70 3.0% 3.9% 17.6% 

Brent US$/oz 52.51 3.6% 0.0% 8.1% 

SA 10 year bond yield 8.63 -0.29 -0.06 0.30 

Source: I-Net, FNB (data as at Thursday’s close)  
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Date Country Release/event  Period  Actual Prior 
Oct 31 SA Private sector credit (% y/y) Sep 7.2 6.2 

 SA Trade balance (rand billion) Sep 6.7 -8.9 

Nov 1 SA Barclays Manufacturing PMI Oct 45.9 48.5 

 SA Naamsa Vehicle Sales (% y/y) Oct -10.1 -14.4 

 China NBS manufacturing PMI Oct 51.2 50.4 

 UK Markit manufacturing PMI Oct 54.3 55.5 

 US ISM manufacturing PMI  Oct 51.9 51.5 

Nov 2 Eurozone Markit manufacturing PMI Oct 53.5 52.6 

 US FOMC rate announcement Nov 0.5 0.5 

Nov 3 UK Bank of England rate decision Nov 0.25 0.25 
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growth to corporates remains relatively robust and has 
expanded by double digits every month since January 
2014, primarily driven by unsecured lending books. 
The picture for household credit extension is less rosy, 
increasing a paltry 1.2% y/y from 1.4% in August. 
While there are anomalies in the data due to the 
inclusion of actual African Bank figures as well as a 
vehicle loan securitisation, the numbers broadly 
capture the weakness of household balance sheets, 
which have been further compromised by higher 
inflation and a series of interest rate increases this 
year. 

South Africa posted a trade surplus of R6.7 billion in 
September from an upwardly revised deficit of R8.9 
billion in August (previously R8.6 billion).  The South 
African Revenue Service (SARS) have downwardly 
revised February to July export statistics by a 
cumulative R23.9 billion resulting in a trade deficit of 
R9.95 billion as at the end of September (year-to-date) 
compared to a shortfall of R37.2 billion at the same 
time last year. This was due to revisions in gold 
exports as facilities were transferred outside of the 
South African region, but ownership status was still 
maintained by South African businesses. 
Nevertheless, we maintain our view that the trade 
balance will continue to improve as a weak rand 
remains supportive of exports and subdued consumer 
spending constrains imports.   

Data released Monday by the BER showed that 
October’s Manufacturing PMI dropped 2.6 points to 
45.9. Business activity fell 3.7 points, new sales 
orders by 2.9 points while the employment sub 
index dropped 4.1 points. Worryingly, expected 
business conditions dropped a massive 13.2 points, 
the biggest monthly decline since November 2008. 
The inauspicious start to 4Q  is in line with our 
expectations of softer GDP prints in 2H16 and 
doesn't bode well for the October trade balance. 

Total vehicle sales in October declined –10.1% y/y, 
with passenger and commercial vehicle sales falling 
–9.5% and –11.4% y/y respectively. The only good 
news came from vehicle exports, which rebounded 
10.8% from a contraction of –6.7% in September. 
New vehicle price inflation, which registers well in 
the double digits, is significantly outpacing 
household disposable income growth, suggesting 
continued volume declines into 2017 despite an 
expected normalisation in the base. Similarly, the 
falls across all commercial vehicle categories reflect 
weak private sector fixed investment, something 
unlikely to turn a corner without a confidence 
catalyst. 

Credit extended to the private sector in 
September expanded 7.2% y/y from 6.2% in 
August, lifted largely by better take up of credit 
among corporates, which grew 12.8% y/y from 
10.6% the previous month. Year-on-year credit 

Figure 1: Passenger vehicle sales growth Figure 2: Year-to-date cumulative trade deficit 

 

 

 

 

 

South African Economy  

 Sources: Reuters, FNB 
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Fitch maintained Mozambique’s CC  long-term 
foreign and domestic issuer default rating . This 
is well below investment grade and indicates that 
the likelihood of Mozambique defaulting on their 
outstanding debt obligations is high. Earlier this 
year, it was discovered that Mozambique had more 
than $1.4 billion in undisclosed debt, pushing debt to 
GDP to about 130% according to the IMF debt 
sustainability analysis (DSA) methodology. This has 
been exacerbated by a rapidly depreciating metical 
as nearly all outstanding debt is dollar denominated. 
Mozambique is currently in a state of debt distress 
and is appealing to investors to restructure existing 
debt. A successful restructure could open up the 
possibility of an IMF program. Given the depletion of 
international reserves and lower forecasted tax 
revenues, it seems that a restructuring of 
Mozambique's outstanding debt obligation is the 
only way that will prevent Mozambique from 
defaulting.    

Figure 3: USD/MZN Figure 4: Mozambique policy rate  

Sub-Saharan Africa 

Sources: Reuters, FNB 
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inventory and employment continued to contract, 
although at a decelerating pace.  It is unlikely that 
China will be able to sustain the headline reading at 
these levels as the country remains committed to 
rebalance to more of a services-led economy. 
Additionally, negative spill over effects from tighter 
home purchasing criteria should also soften 
manufacturing growth. However, this will likely take 
time for the effects to fully materialise.  

The Eurozone Markit manufacturing PMI  surged to 
53.5 in October - the highest reading since January 
2014 - from 52.6 the month before. This was largely 
due to an expansion in aggregate new orders, 
production and employment. Germany recorded a 33 
month high reading of 55, while Netherlands also 
impressed, recording a 15 month high reading of 55.7. 
Notably, France also picked up momentum recording 
51.8 - a 31 month high. This suggests that 
manufacturing output should be stronger in 4Q16. 

As expected, the Fed left the federal funds rate 
unchanged and hinted at a December hike. It is likely 
that rates were left on hold as a result of next week’s 
presidential elections.  

Similarly, the Bank of England left the Bank Rate 
unchanged at 0.25% indicating that monetary policy 
will be  amended accordingly depending on the 
stability of economic growth and inflation dynamics.    

Global Snapshot 

Sources: Reuters DataStream, FNB 

Figure 6: United States federal funds rate 

  

The US ISM manufacturing PMI edged up slightly 
to 51.9 in October from 51.5 in September. A pick 
up in production (54.6), employment (52.9) and 
supplier deliveries (52.2) were responsible for the 
higher reading. New orders (52.1) grew at a slower 
pace and manufacturers continued to shed 
inventories (47.5). Sentiment amongst survey 
respondents was generally positive which may 
provide some renewed vigour to the manufacturing 
outlook as the sector has been constrained by a 
strong dollar, underinvestment in the energy sector 
and weak global growth. 

The UK Markit manufacturing PMI  remained in 
expansionary territory posting a healthy 54.3 in 
October although down from 55.5 in September. 
Improvements in production, new business and 
orders were largely responsible for the expansion as 
both domestic and international demand increased. 
Recent elevated Markit manufacturing readings are 
largely a result of a weaker pound, however, higher 
import costs will likely weigh on manufacturers’ 
margins.  

The China manufacturing PMI  surged to 51.2 in 
October from 50.4 in September recording the 
highest reading since July 2014. A pick up in 
production (53.3 from 52.8 in September) and new 
orders (52.8 from 50.9 in September) were largely 
responsible for the upturn. However, raw material 

Figure 5: Bank of England Bank Rate 
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Data to watch out for next week...  

 

  

Date Country Release/event  Period  Survey Prior 

Nov 4  US Non-farm payrolls (000’s) Oct 173 156 

Nov 8 China Trade balance (USD billion) Oct 51.8 42 

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

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

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

 SA Mining production (% y/y) Sep - -0.2 

Local / Production data in focus 

Mining and manufacturing data scheduled for 
release next week will give an indication of how the 
production side of the economy performed in 3Q16. 
Persistently weak PMI readings and poor electricity 
consumption in 3Q16 suggests that growth in the 
manufacturing sector remained muted. We expect 
mining production to have improved steadily, 
supported by increased production of iron ore and 
coal.  Increased platinum production, despite safety 
stoppages, should have also contributed positively 
to aggregate output.  

The Week Ahead 

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