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              “Let China sleep, for when she awakes, she will shake the world.” 

Napoleon Bonaparte 
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MARKET OUTLOOK          

During March, new Federal Reserve Chairwoman, Janet Yellen, 

gave two starkly contrasting speeches. The first, at a press 
conference after the Fed’s two-day policy meeting earlier in the 
month, left markets confused as to whether the Fed had brought 
forward its timeline with regards to tighter monetary policy. The 
second speech, delivered at the end of the month, suggested the 
Fed would keep interest rates at record low levels for an extended 

period because neither the US labour market, nor the US 
economy were healthy enough to withstand higher interest rates. 
Unemployment has fallen to 6.7% (chart 1) but remains well above 
the 5.2% to 5.6% level the Fed feels is normal for the US 
economy. At the same time, inflation has continued to fall towards 
1% (chart 2), allowing the Fed to keep interest rates lower for 
longer. 

 

Economic growth in China is expected to slow to around 7.5% in 

2014 and 2015. However, the risks are firmly to the downside as 

policymakers attempt to contain rapid credit growth in the country. 

Economists expect China to introduce further measures to support 

growth, particularly in the country’s large manufacturing sector 

after reports showed the sector continued to struggle in March. 

This has ramifications for many of China’s trading partners in the 

developing world that are expected to deliver stronger economic 

growth in both 2014 and 2015.  

 
Index March % 12m % YTD % 

Dow Jones 0.9 15.7 -0.2 

S&P 500 0.8 21.9 1.8 

FTSE 100 -3.1 2.9 -2.2 

EURO STOXX 50 0.5 24.1 2.0 

Nikkei 225 -0.1 20.2 -9.0 

Hang Seng -3.0 -0.7 -5.0 

Australia -0.2 8.5 0.9 
Source: I-Net Bridge 

 
The South African Reserve Bank (SARB) left official interest rates 

unchanged after the Monetary Policy Committee (MPC) meeting in 

March. The decision was not unanimous as 3 of the 7 voting 

members voted for an increase in interest rates. This suggests 

that there are further interest rate hikes in store for South Africans 

later this year. The rand’s recent strength (chart 3) must have 

contributed significantly to the MPC’s decision, although 

policymakers in other developing nations that raised official 

interest rates in January did not do so again in March, allowing the 

SARB to follow suit. 

The SARB also indicated that the outlook for economic growth had 

deteriorated marginally and reduced their growth forecasts to 2.6% 

in 2014 (from 2.8% previously) and 3.1% in 2015 (from 3.3% 

previously). The SARB did note that the medium-term prospects 

for inflation had improved but upside risks persist given the 

volatility in currency markets. According to the SARB, the rand 

remains “vulnerable to domestic idiosyncratic factors, including 

protracted work stoppages, electricity supply constraints and the 

slow adjustment of the current account deficit.” 

There was very little news to excite equity investors during March 
and most major indices finished the month flat. The ongoing 

conflict between Russia and Ukraine kept many investors on the 
sidelines, although Janet Yellen’s dovish comments at the end of 
the month allowed most markets to finish the month strongly. As 
we head towards earnings season in the US, it is interesting to 
note that analysts currently expect earnings to decline on average 
for the companies that constitute the S&P 500 index. This would 

mark the first year-over-year decline in earnings since the third 
quarter of 2012 according to FactSet. At the start of the year 
analysts were forecasting growth of close to 5% for the first 
quarter, but have been scaling back their estimates after 93 
companies issued negative earnings per share guidance during 
the quarter.    

 

Global bond yields increased moderately during March (chart 4), 
having initially declined when investors sought out their safe-
haven status as geopolitical risks increased. Janet Yellen’s 
comments after the Fed’s policy meeting did cause yields to jump 
sharply but they drifted lower again towards the end of the month. 

Global listed property markets finished the month largely 
unchanged with little direction from either the bond or equity 
markets. Property fundamentals are improving steadily and 
distribution growth is expected to accelerate. 

 

 
Index March % 12m % YTD % 

All Share 1.8 23.6 4.3 

Resources -0.1 19.2 10.6 

Financials 6.3 19.3 6.1 

Industrials 1.3 28.0 0.8 

Property 4.8 1.1 1.8 

Bond 1.8 0.6 0.9 

Cash 0.5 5.3 1.3 
Source: I-Net Bridge 

 
South Africa’s equity market benefited from a substantial increase in 

the prices of banking shares (chart 5). The stronger rand offset 

higher commodity prices and the resources sector finished the 

month largely unchanged. Domestic industrial companies, including 

the retailers also rose in March, but their gains were offset by 

declines in a number of the large rand-hedge counters. Over the 

past 12 months, gains in the South African equity market have been 

far more broad-based with resources and financials rising more 

than 19% and industrials, boosted by the large rand-hedges, 

returning 28%. 

Longer dated bond yields in South Africa continued to decline in 

March, falling a further 15 basis points on the back of a stronger 

rand and less risk-aversion towards emerging markets. Lower 

bond yields and generally better than expected distribution growth 

helped the listed property sector surge 4.8% in March (chart 6) 

erasing all of January’s losses. The current one year forward yield 

on the sector has fallen to 7.4% but distribution growth forecasts 

have increased marginally to 8.3% per annum over the next 3 

years. 

 
Should you wish to receive this newsletter by e-mail, please contact Jane Padayachee at janep@grindrodam.co.za 
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Disclaimer 

This publication has been compiled by Grindrod Asset Management (Pty) Ltd (‘GrAM’), a wholly owned subsidiary of GFS Holdings (Pty) Ltd.  It is confidential and presented as a general information service to the addressee only and 
therefore should not be considered to be investment advice. Accordingly, it contains no recommendation (whether express or implied), guidance, or proposal that any particular security is appropriate to the investment objectives, financial 
situation or particular needs of the addressee. Conflicts of interest may exist with any one or more of the securities recommended in this publication, which include situations where the author/s of the publication or a member of his/her 
family owns a direct interest in securities issued by a company mentioned, an employee of GrAM acts as a director of a company mentioned in the publication, GrAM owns securities in a company mentioned in the publication, or GrAM 
receives compensation for providing financial services to a company mentioned in the publication.  This publication shall not be reproduced in whole or in part, without GrAM’s permission. The information contained herein has been 
obtained from sources which, and persons whom, we believe to be reliable but is not guaranteed for accuracy, completeness or otherwise. Any opinions expressed are subject to change without notice.  While care has been taken in the 
preparation of the information contained in the publication, GrAM will not be liable for any loss or damage of any nature arising from this publication, or incurred as a result of acting on the contents thereof. 
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 Chart 1:  US Unemployment Rate (%)  Chart 2:    US Inflation Rate (%) 

  
 Source: Bloomberg  Source: I-Net Bridge 
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 Chart 5:     FTSE/JSE Banks Index (TR)  Chart 6:    FTSE/JSE SA Listed Property Index (TR) 
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