SELECT MANACER
Newsletter

MARKETS AND ECONOMICS

October delivered much better investment performance
and provided some much-needed relief from recent
drawdowns, which come in stark contrast to the historic
market crashes experienced in the month of October. The
Dow Jones Industrial Average even posted its best month
since 1976, with a return of close to 14% during October.
Risk-on sentiment helped to push growth assets, such as
equity and property markets, significantly higher during
the month. The improvement towards the end of the month
was primarily driven by investors who, once again, started
to price a potential slow down or reversal in interest rates
in 2023, as well as relatively strong earnings being reported
by corporates in the United States (US). While most

central banks seem to be toning their hawkishness down
slightly, the US Federal Reserve Bank Chair, Jerome Powell,
reiterated that rates will remain at higher levels than
expected, dampening some market optimism.

The exception to the above performance comments was
China, who, after a month filled with political events

and elevated volatility, saw the Hang Seng Index fall to
its lowest level in 17 years. Markets are concerned that
policymakers will maintain the current trends of cracking
down on information technology firms and the harsh
zero-COVID policy, constraining growth prospects. These
concerns also caused a sell off in local listed Chinese
exposures, with Naspers and Prosus both ending the
month down around 16%. This was despite a mid-month
rally of around 10% in a single day, after an unverified
note circulated on social media claimed that authorities
were planning to re-open China and to lift the current
restrictions.

Other international highlights included the appointment of
the second Prime Minister in just two months in the United
Kingdom (UK), with much of the volatility and panic in
their bond markets abating. Inflation, however, continues
to wreak havoc in the UK, with the latest reading back at
the all-time high of 10.1% for September. In Europe, the
European Central Bank lifted their key policy rates by
0.75%, after inflation accelerated to 9.9% in September,
driven by energy and food costs. US growth indicators
released during the month showed that the US economy
grew by 2.6% (annualised) during the third quarter of 2022,
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supported by export growth owing to higher oil prices, while
inflation eased slightly to 8.2% in September (from 8.3%),
albeit still above market expectations.

Local economic indicators also included the release of
inflation figures, which saw the Consumer Price Index ease
slightly from 7.6% to 7.5%, with the largest inflationary
pressures coming from food and non-alcoholic beverages.
Further pressure on global food prices, from Russia backing
out of the United Nations-backed deal to allow Ukrainian
grain exports through the Black Sea, could likely have
adverse spill-over effects on domestic prices. Towards the
end of the month, Finance Minister Enoch Godongwana
delivered the 2022 Medium-Term Budget Policy Statement.
Some of the statement’s highlights include:

+ A downward revision of the main budget deficit to
4.9% of gross domestic product (GDP) (from 6%), on
the back of revenue overruns, after tax collections
improved by 9% from the previous year.

+ Gross government debt is expected to rise from 68% of
GDP in 2021/2022 to a peak of 71.4% in 2022/2023.

+ Confirmation that government will take over almost
R400 billion of Eskom’s debt to address liquidity
challenges.

+ R3O0 billion is being allocated to Denel, SANRAL, and
Transnet, to help pay off government-guaranteed debt
and to assist with immediate liquidity needs.

+ A downward revision of economic growth to 1.9% for
2022 (from 2.1%), with growth over the medium term
expected to average 1.6%.

JSE All Share MSCI World (USD) MSCI EM (USD)
4,89% | 66 671,65 A 7,18% | 2 547,72 A -3,10% | 848,16

SA Bonds SA Property CPI (y/y)
1,07% | 820,34 A 10,97% | 300,30 A 7,50% | 106,10

Gold Platinum A Oil
-1,20% | 1 640,97 8,10% | 934,50 9,01% | 92,81
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1,46% | 18,35 2,27% | 18,14 4,17% | 21,04
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