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SARB raises rates!
July was undoubtedly a month of decisions and data, locally and abroad. Locally, the South African Reserve Bank finally moved to hike interest rates in response to mounting inflationary pressure. On the international front, major steps were taken in the Greece debacle, while the meltdown of the Chinese stock market ensued. And whilst these pertinent events unfolded, the Federal Reserve succinctly reiterated the imminent hike of interest rates in the United States with September a strong possibility of a start in policy normalization. This move certainly presented a case for the SARB raising rates by 25 basis points, as the need to stay ahead of the curve is critical to an economy under severe pressure. Weak economic growth, an escalating electricity crisis, high wage demands, and a depreciating currency indicates the enormity of the economic crisis in South Africa. And while that might point down a gloomy road, the issues don’t stop there. Alexis Tsipras and his parliament tried a brave hand with their referendum opposing the demands of their ‘troika’ of lenders, only to find themselves succumbing to a more stringent deal of austerity measures. Nonetheless, fears of Grexit diminished temporarily as Greece was handed a deal in the range of €82-€86 billion that will provide support over the next three years. The result is that the Euro bloc has proven to be a difficult region for smaller economies and there remains substantial risks of Greece exiting the EU along with possible contagion effects. The capitulation in Chinese equities (losses in excess of $4 trillion over the past two months) has had an even greater effect on local markets. And while the Chinese government continue to implement stimulus measures, market sentiment questions just how sustainable such policies will prove to be in the long-run. It presents a worrying case for South Africa, as China was its largest trade partner in 2014 with over $60 billion in trade, and the largest market for iron ore amongst other commodities. It may just be a story of the storm in China that will have to be weathered here in South Africa.  
Investment Markets- Resources woes continue 
Local markets saw an improvement in July as the Greek story faded with the All Share Index up 0.5%. The financial sector was the best performer with the FINI-15 gaining 3.3%, this despite Capitec falling by more than 14% in the first week of the month, spurred by talks of a cap on unsecured lending rates. Resources once again saw substantial declines as the RESI-10 fell 7.7%. The weakness in Chinese markets proved to be the defining factor as commodity prices fell further. Gold counters saw further weakness as a stronger dollar and FOMC sentiment pushed gold spot lower while wage negotiations also failed to prove conclusive. Anglo American and Lonmin further substantiated the plight of resource counters as the two companies indicated job cuts of up to 6000 each. 
Economic Activities- No respite for SA
While much of the focus was on the interest rate hike, inflation data released prior to the MPC meeting indicated inflation at 4.7%, somewhat better than expected. However, it is forecasted that the target band upper limit of 6% will be breached in the first half of 2016, providing support to the SARB’s move of raising rates, and indicating the possibility of another increase before the end of 2015. Employment data indicated that the jobless rate fell to 25% in the 2nd quarter, down from the 1st quarter measure of 26.4%. While this may seem positive on the periphery, the reality is that unemployment actually stands close to 50% after factoring in the population that has exited the workforce. And as economic growth is expected to slow even further, the job market in South Africa does not show any indications of improvement.     

Parting Words of Wisdom  
"We are made wise not by the recollection of our past, but by the responsibility for our future.” - George Bernard Shaw









Economic Indicators�
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Rand�



12.68�



13.93�



4.19%�
�
Pula�
10.08�
11.07�
2.23%�
�
Kenya�
102.35�
112.48�
3.12%�
�
Kwacha�
7.68�
8.43�
2.26%�
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218.48�
-0.13%�
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     June�
     July �
Move�
�
Gold ($)�
1172.35�
1095.0�
  -6.6%�
�
Oil ($)�
    63.59�
  52.21�
-17.9%�
�
Move is % change  monthly against USD�
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Top 10 JSE Equity Buys 2015�
�
�
Share Code�
Entry Price�
Target Price�
�
1�
MDC�
10065�
13481�
�
2�
SNT�
21500�
27837�
�
3�
DCT�
350�
447�
�
4�
OML�
3470�
4290�
�
5�
NED�
24900�
30319�
�
6�
AGL�
21533�
25961�
�
7�
SHF�
5940�
7126�
�
8�
ILV�
2450�
2893�
�
9�
LBH�
12269�
14419�
�
10�
LHC�
2450�
2893�
�
Prices in SA cents�
�



JM BUSHA Funds Returns �
�
Fund Name�
3 Years �
�
 �
�
�
CashPlus �
6.18%�
�
BondPlus�
6.68%�
�
Real Return�
10.19%�
�
Absolute AllClass�
14.44%�
�
Absolute  Aggressive �
12.63%�
�
Diversified Equity�
20.39%�
�
Communities Fund�
N/A�
�
Global Investor�
N/A�
�
Afro Fund�
10.19%*�
�
* Same as Real Return�
�
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