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MARKETS AND ECONOMICS

Markets took a considerable breather in August, with most
assets ending the month lower. The only slight silver lining
was the depreciation in the local currency that offset negative
returns from offshore markets, turning losses into gains

when priced back to rand. Weak Chinese economic activity
and disappointing government response, the resilience of the
United States (US) economy in the face of rising interest rates,

and sticky core inflation data all contributed to a risk-off trend.

At the much-anticipated Jackson Hole Economic Symposium,
where central bankers from around the world meet to discuss
monetary policy and economic factors, Jerome Powell (Chair
of the US Federal Reserve Bank) highlighted that, although
progress has been made in the fight against inflation, it
remains above policymakers' comfort levels and more interest
rate increases could well be needed. This contributed to a
further sell-off in bonds, pushing yields to levels last seen in
2007. Some relief was, however, provided towards the end of
the month, after signs of a slight weakening in labour markets
caused markets to price a lower probability of higher interest
rates, leading to a rally in equities and bonds that offset some
of the losses.

Apart from the global turbulence, local sentiment was also
influenced by the violent protests relating to taxi strikes in
Cape Town, continued load shedding, and mixed economic
data indicators. Local inflation figures released for July
showed that the headline consumer price index dropped
significantly to 4.7% for the year (from 5.4% in June). The
latest data point puts inflation back around the mid-point
target of the 3% to 6% inflation band. This is despite the
implementation of significantly increased electricity tariffs,
and an annual rise in municipal rates and taxes. Local
unemployment figures released for the second quarter of
2023 also showed that the unemployment rate has fallen
slightly to 32.6%, the lowest level in two years.

One of the big local events during the month was the fifteenth
annual BRICS Summit hosted in Johannesburg. One of

the key outcomes was the addition of six new members to

the bloc, including Saudi Arabia, Iran, and the United Arab
Emirates. Three of the new member countries are part of

the Organisation of the Petroleum Exporting Countries
(OPEC) oil cartel and among the top ten oil producers in the
world. According to the International Monetary Fund, BRICS
countries will account for approximately 33% of global gross
domestic product in 2023, more than the G7 countries, with
this figure expected to increase to between 35% to 40% after
the addition of the new member countries. It is worth noting
that this contribution amongst members is, however, by no
means equal, with China accounting for close to half of the
economic output.
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A few other economic highlights from around the world
include:

+ US inflation accelerated to 3.2% in July (from 3.0% in
June), slightly below expectations. Despite strong economic
news and resilient consumers, markets were rattled after
Fitch Ratings sparked debt worries by downgrading the US
foreign currency rating by one notch to AA+.

+ United Kingdom inflation cooled to 6.8% from 7.9% in June,
on the back of decreasing gas and electricity prices. The
Bank of England will, however, remain wary of high wage
growth, as average weekly earnings again rose faster than
expected.

+ Chinese trade data indicated that exports fell 14.5% in
July while imports fell 12.4%. This reflects weaker global
and local demand. Retail sales also disappointed, with an
annual increase of 2.5% as opposed to expectations of
4.5%. Amongst various other policy measures, the People's
Bank of China cut the one-year loan prime rate by 0.10% in
response to continued weakening data.
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