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INTERNATIONAL 
 

 The US trade deficit shrank in February to $46 billion, a month-on-month decline of 

12.4% the biggest since May 2009. The data reflected a combination of rising exports 
and falling imports prompting economists to raise 1st quarter GDP forecasts. Goldman 
Sachs increased its forecast from 2.3% to 2.5%. An improved outlook helped the Dow 
Jones Industrial index rise 181 points on Thursday, its 2nd largest point gain this year.   

 Compounding a disappointing US employment report showing the creation of just 
120,000 net non-farm payrolls in March compared with the hoped for 200,000, initial 

jobless benefit claims increased in the past week from 367,000 (revised upwards by 
10,000) to 380,000. The figure is well above the 355,000 consensus forecast but may 
be explained by typical data volatility during the Easter period. Initial claims have 
risen in 9 of the past 11 Easter holiday seasons and also tend to rise in the 1st week of 
a new quarter. Encouragingly continuing jobless benefit claims fell sharply in the past 
week by 187,712 to 3.448 million well below the comparative year ago figure of 3.943 
million.   

 US month-on-month producer price inflation (PPI) decreased from 0.4% in February to 
0.0% in March, well below the 0.3% consensus forecast. The year-on-year PPI 
registered 2.8% the lowest since June 2010 and significantly below the 7.1% peak in 
July last year. Modest producer price inflation reduces pressure on consumer price 
inflation which in turn may accommodate continued monetary easing by the Federal 
Reserve.  

 China’s economy grew during the 1st quarter by 8.1% on the year below the 8.3% 

consensus forecast. This represents a sharp slowdown from the 8.9% recorded in the 
4th quarter last year and growth of 9.2% in 2011. However, after slowing for 5 
successive quarters, China’s 1st quarter growth is likely to mark the low point in the 
current cycle with 2012 growth to average 8.4% according to consensus forecast. 
Quarter-on-quarter growth registered 1.8%, well ahead of the 1.6% consensus 
forecast. Industrial output increased in March by 11.9% on the year, up form 11.4% in 

January and February. Retail sales also accelerated in March to 15.2% from 14.7%. 
New loans, a key barometer of economic growth, exceeded expectations in March by 

25% after failing to meet expectations in January and February. 
 China’s consumer price inflation (CPI) increased in March to 3.6% on the year, up 

from 3.2% in February and the 3.3% consensus forecast. However, it remains well 
below the 6.5% peak recorded last July and below the official 4.0% inflation target.  
The much anticipated easing in monetary policy has so far delivered reductions in 

bank reserve requirements ratios but no cuts yet in the key interest rate. Although 
slightly disappointing the data is unlikely to derail forecasts for rate cuts later this 
year, especially since food price inflation (up from 6.2% to 7.5%) was the key culprit. 
Monetary policy traditionally has negligible influence on food price inflation. 

 As widely expected the Bank of Japan left its benchmark interest rate at 0.0-0.1% and 
its asset-purchase program (quantitative easing) at $800 billion equivalent, both 
unchanged. However, consumer price inflation (CPI) remains far below the central 

bank’s recently imposed and unprecedented 1% CPI target adopted in February. As a 
result the next policy meeting on 27th April will likely be used to sanction additional 

quantitative easing, the main tool left for credit easing with interest rates at zero.  
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 The Japan Center for Economic Research shows in its latest monthly survey that 
economists and research institutions have revised upwards their economic growth 
forecasts. The 2nd quarter GDP forecast is increased from 2.21% to 2.29% and for 
fiscal 2012 from 1.90% to 2.07%. Deflation is also expected to dissipate, with the 
forecast for fiscal 2012 rising from -0.20% to -0.01%. Consumer price inflation (CPI) 
registered +0.1% year-on-year in February an improvement on the -0.1% consensus 

forecast.  

 Japan’s core private sector machinery orders, traditionally a reliable lead indicator of 
business confidence, increased strongly in February by 4.8% on the month defying 
expectations for a 0.8% decline. This follows January’s stronger than expected 3.4% 
increase. The economic outlook is improving according to the official government 
survey. Highlights include stabilization in export activity with export volume increasing 
in March by 7.0% on the month the biggest gain in 10 years. Housing starts are also 

encouraging up in February by 7.5% on the year, the 1st increase in 6 months. 
 Eurozone industrial output unexpectedly increased in February up 0.5% on the month 

beating expectations for a 0.2% contraction. France surprised with a 0.3% increase, 
its 2nd successive monthly gain. Although overall output of intermediate and consumer 
goods declined, capital goods production increased by 0.7% perhaps reflecting an 
increase in business confidence and stabilization in industrial activity.  

 Italy successfully auctioned 4.88 billion euro of 3-year bonds. Although 1.4 times 

over-subscribed the bonds were sold at a 3.89% yield, significantly above the 2.76% 
yield achieved last month. The sharp increase is attributed to difficult negotiations 
between Italy’s government and trade unions aimed at improving productivity. Spain 
has also undermined confidence in the distressed eurozone bond market, recently 
abandoning its agreed 2012 budget deficit target. Spain’s 10-year bond yield has 
increased over the past from 5.0% to 5.98% over the past fortnight but fell on 
Wednesday and Thursday from 5.98% to 5.81%, keeping within the psychologically 

important 6.0% level. If broken the yield would potentially rise rapidly to 7.0% making 
debt servicing costs unsustainable. The current improvement may be due to 
expectations the ECB will re-activate its bond-buying program.  

 UK retail sales increased in March for the 1st time in 3 months rising 1.3% on the year 
following declines of 0.3% in both January and February. Total retail sales, including 
those from stores open less than 12 months, increased 3.6%. The improvement may 

be attributed to unusually warm weather but nonetheless bodes well for a positive 
contribution to 1st quarter GDP.  

 Singapore’s economy grew by an annualized 9.9% in the 1st quarter significantly 
ahead of the 6.8% consensus forecast and a substantial improvement on the 2.5% 
contraction in the final quarter of last year. However in response to stronger than 
expected growth and with unemployment at a 14-year low the central bank raised its 
forecast for consumer price inflation for 2012 from a range of 2.5-3.5% to 3.5-4.5%. 

Following the data release the central bank widened the currency’s trading band 
against the US dollar allowing for additional currency appreciation, which amounts to 
an effective tightening in monetary policy. 

 
 
SA ECONOMY 
 

 Manufacturing production, which comprises around 15% of GDP, increased in February 
by 4.1% on the year a significant improvement on January’s downwardly revised 2.3% 

and well ahead of the 2.7% consensus forecast. The outlook remain mixed however 
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constrained by weakening exports to Europe and slower growth in emerging 
economies. More encouragingly, improved public sector infrastructure spending will 
boost the gradual recovery in fixed capital expenditure. On balance, the production 
side of the economy is likely to remain well below capacity and should refrain the SA 
Reserve Bank from raising interest rates.  

 Mining production is likely to make a negative contribution to GDP growth during the 

1st quarter. The decline in mining production accelerated in February, decreasing 9.8% 

on the month following its 6.7% drop in January. The year-on-year production decline 
increased from 4.9% in January to 14.5%. A steep decline in platinum production was 
the main culprit with output of platinum group metals falling 47.6% on the year due 
mainly to the strike at Implats.  

 The Adcorp Employment Index reported that around 108,000 jobs were created in SA 
in March, well above the 24,000 in February and 80,000 in January. The March figure 

is the highest since the 2009 recession and equates to an annualized growth in 
employment of 6.8%. Temporary employment grew by 11.3% and permanent 
employment by 9.2% while estimated informal sector employment by just 0.6%.  
 

 
KEY MARKET INDICATORS 
 

   YEAR TO DATE %  
 
JSE All Share  +5.73 
JSE Fini 15  +12.54 
JSE Indi 25  +10.82 
JSE Resi 20  -3.92 
R/USD   +2.47 

S&P 500  +10.33 
Nikkei   +12.65 
Hang Seng  +10.27 
FTSE 100  +2.48 
DAX   +14.32 
CAC 40   +3.48 

MSCI World  +8.60 
 

 
TECHNICAL ANALYSIS 
 

 The US dollar has weakened after hitting resistance at $1.27 versus the euro, and 
likely to loose further ground over coming weeks.  

 The rand has restored the key R/$8.00 level suggesting further strength in the near-
term.  

 In spite of recent increases, US Treasury and UK Gilt yields remain near to all-time 
lows and are still in bull trends. 

 SA gilt yields have fallen steeply. The shorter dated R157 has broken below its 7% 
target suggesting a new trading range of between 6.5-7% over the medium term. 

 US and global equity markets have enjoyed a powerful rally since the start of the year, 

continuing the positive trend initiated in late November. The outlook remains positive 
for most markets.  
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 The Coppock Curve is a long-term momentum indicator with an excellent track record 
in identifying major market bottoms. It shows that the March 2009 low was a long-
term low unlikely to be broken. 

 The Brent crude oil price has convincingly held above key support at $108 which 
restores its long-term bull trend.  

 Copper has regained its key support levels defining the medium-term bull trend. The 

copper price is traditionally a reliable barometer of global economic growth.  

 Gold needs to regain the key $1750 before scaling the next medium-term target of 
$2000. The risk of a dramatic sell-off is rising following 11 straight years of price 
gains. 

 The All Share index has broken to a new all-time record high above 34,000 thereby 
restoring the bull trend. After a prolonged period of under-performance Financials are 
likely to outperform Industrials which in turn are expected to outperform Resources. 

Small cap stocks still offer good value relative to the All Share and likely to continue 
their outperformance in 2012. In 2011 the Alt-X index of small cap stocks increased 
42.6% compared with less than a 0.4% loss for the JSE All Share index. 

 
 
BOTTOM LINE 
 

 The GFMS Thomson Reuters 2012 Gold Survey forecasts the gold price is bound to 
gain further due to surging investment demand from central banks and the private 
sector, and likely to exceed $2000 per ounce by year-end capping 12 successive years 
of price gains. At the same time however, the survey urges gold mining companies to 
consider a return to hedging strategies such as forward selling. Gold investment 
structures have reached such a scale that if released quickly could cause a severe 
price reversal. Paul Walker, global head of precious metals at GFMS Thomson Reuters 

is quoted as saying “I think you could see gold well south of $1000 per ounce in the 
not too distant future.”  


