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INTERNATIONAL 
 

 The Conference Board index of US leading economic indicators, measuring the state of 

the economy over the next 3-6 months, increased in February by 0.7% the most in 11 
months. This is a sharp improvement from January’s 0.2% and above the 0.6% 
consensus forecast. Encouragingly the leading indicator outperformed the coincident 
index of current conditions, which remained unchanged at 0.2% 

 US weekly jobless benefit claims unexpectedly fell in the past week by a further 5,000 
to 348,000 the lowest since February 2008 and beating the consensus forecast 

increase to 354,000. The data suggests an entrenchment of sustainable employment 
growth and a likely reduction in the 8.3% unemployment rate. Non-farm payrolls have 
increased in the past 3 months by 734,000 showing a monthly average well above the 
200,000 required to bring down unemployment.  

 The Reuters/ University of Michigan US consumer sentiment index fell slightly from 
75.3 in February to 74.3 below the consensus forecast increase to 76.0 but 
nonetheless still ahead of the 69.9 registered in December. While the view of current 

conditions increased from 83.0 to 84.2 the index of future expectations 3-6 months 
ahead fell sharply from 70.3 to 68.0. The 12-month outlook suffered an even greater 
decline from 82.0 to 74.0. The deterioration is attributed to the rapid increase in 
gasoline prices.  

 China’s HSBC preliminary purchasing managers’ index (PMI) measuring conditions in 
the manufacturing sector, fell from 49.6 in February to 48.1 in March its lowest since 
November 2012. The data, traditionally a reliable barometer of conditions 3 months 

ahead provides the 1st clue to China’s economic outlook since the New Year festive 
season. Lower than expected and in contrast to the government’s official PMI which 
expanded in February for a 3rd straight month, it may prompt economists to lower 
their forecasts for 2012 GDP growth to around 8%. Although down from the 9.2% rate 
achieved in 2011 this would nonetheless exceed the official 7.5% target. 

 The Conference Board coincident economic index for China measuring current 

conditions, increased in February by 4.1% an improvement from 2.0% in January and 
-1.0% in December. The leading economic index measuring conditions over the next 

3-6 months was however less constructive, rising just 0.8% a slight deterioration from 
January’s 1.5% increase. 

 China’s National Bureau of Statistics reported that although nationwide house prices 
have been dropping on a month-on-month basis for 5 straight months, they also fell in 
February by 0.2% on the year, the 1st year-on-year decline in 2 years. Authorities 

have remained committed to housing market lending restrictions in order to address 
the price bubble and public anger at the lack of housing affordability. However the 
data suggests some easing of restrictions may be introduced in the 2nd half of the 
year.  

 Interest rate swaps in Japan suggest the market is taking seriously the central bank’s 
(BOJ) recent adoption of a 1% consumer price inflation target. Current swap prices 
suggest the economy may finally be moving towards an end to multi-year deflation. 

Following surprise increases in quantitative easing in the past month, the BOJ this 
week reiterated its promise of further monetary stimulus to beat deflation.  
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 Japan produced an unexpected trade surplus in February for the 1st time in 5 months. 
The 32.9 billion yen surplus is in marked contrast to the 1.475 trillion yen deficit in 
January and far better than the consensus forecast 125 billion yen deficit. While 
exports to Asia fell 6.6% on the year, exports to the US increased by 11.9% attributed 
largely to a 26.9% rise in vehicle exports. The uptrend will however be susceptible to 
rapidly rising oil prices.  

 Markit’s Eurozone composite purchasing managers’ index (PMI) measuring conditions 

in both services and manufacturing sectors unexpectedly decreased from 49.3 in 
February to 48.7 in March, well below the consensus forecast increase to 49.7. 
Disappointingly the 2 largest economies Germany and France also showed loss of 
economic momentum, suggesting the Eurozone economy may officially enter recession 
in the 1st quarter 2012, likely to contract a further 0.1% following its 0.3% contraction 
in the 4th quarter 2011.  

 More encouragingly, the European Commission’s measure of Eurozone consumer 
confidence improved by a further 1.3 points in March from -20.3 to -19.0 its best level 
in 4 months and better than the -19.9 consensus forecast. Although still a long way 
below the -12.7 long-term average, the steady improvement suggests consumer 
spending will gather momentum in coming months.   

 The UK Council of Mortgage Lenders reported mortgage lending increased in February 
by 14% on the year, capping 7 straight months of growth. Meanwhile a Rightmove 

survey showed asking prices for residential property increased in the 1st quarter by 
4.9% quarter-on-quarter, the steepest increase since 2004. The uptrend however may 
be attributed to the upcoming expiry at the end of March of stamp duty exemption for 
1st time buyers.  

 UK retail sales fell in February by 0.8% on the month, the steepest decline in 9 
months, far exceeding the 0.5% consensus forecast decline. The decline more than 
reverses January’s 0.3% increase, itself revised downwards from the original 0.9% 

estimate. The data may prompt economists to lower their economic growth forecasts 
for the 1st quarter. In reaction to the data the Bank of England noted that “significant 
risks to economic activity” remain, in particular the impact of rising oil prices on 
consumer confidence. The UK’s Office of Budget Responsibility however revised up its 
economic growth forecast for 2012 from a previous 0.7% to 0.8%, while forecasting 
an improvement to 2.0% in 2013 and 2.7% in 2014. 

 
 

SA ECONOMY 
 

 Consumer price inflation unexpectedly decelerated from 6.3% on the year in January 
to 6.1% in February, below the 6.4% consensus forecast and nearing the 3-6% target 
range. The welcome news is due largely to prices of food and non-alcoholic beverages 

which fell by 0.5% on the month, reducing the year-on-year increase from 10.3% to 
9.6%. Core inflation which excludes food, petrol and electricity, remained unchanged 
at 4.3% on the year. The data is likely to allay recent fears expressed by SARB 
governor Gill Marcus that inflationary pressure is becoming more broad-based, 
allowing for an unchanged interest until at least 2013.  

 The Reserve Bank (SARB) quarterly bulletin confirm a stronger than expected 
economy in the 4th quarter 2011. The economy grew at a quarter-on-quarter 

seasonally adjusted annualized rate of 3.2% (GDP), up from 1.7% in the 3rd quarter. 
However, gross domestic expenditure (GDE) increased by a more rapid 5.1%, the 

excess over GDP accounted for by an 11% annualized increase in imports versus just 
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4.4% growth in exports. Household consumption expenditure increased by 4.6% up 
from 3.8% the previous quarter, helped by growth in household disposable income of 
4.7% up from 3.9%. Government spending increased 7.3% up from 4.8% contributing 
to a 7.2% increase in gross fixed capital formation up from 5.9%. Government 
spending aside, the impressive growth in domestic spending may be curtailed in 
coming months by the rapidly rising fuel price.   

 The quarterly employment survey shows the unemployment rate fell in the 4th quarter 

2012 to 23.9% from 25.0% the previous quarter, in spite of the economy adding just 
23,000 formal non-farm payrolls. This represents an increase of only 0.3% over the 
quarter compared with 0.7% the previous quarter. Earnings increases were higher 
than expected, with gross earnings in mining, manufacturing, construction and 
transport sectors all rising at double-digit year-on-year rates ranging between 10.7-
14.7% largely explaining the impressive increase in household consumption 

expenditure.   
 
 
KEY MARKET INDICATORS 
 
   YEAR TO DATE %  
 

JSE All Share  +4.89 
JSE Fini 15  +11.15 
JSE Indi 25  +8.91 
JSE Resi 20  -3.12 
R/USD   +4.83 
S&P 500  +10.75 
Nikkei   +19.77 

Hang Seng  +13.38 
FTSE 100  +4.91 
DAX   +18.36 
CAC 40   +9.89 
MSCI World  +10.29 
 

 
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, with the 50-day moving average in many markets breaking up 

above the 200-day moving average.  
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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 
 

 Normalization of the housing market is a key prerequisite to sustained US economic 
recovery. The National Association of Realtors (NAR) reported US existing home sales 
fell in February by 0.9% on the month to an annual rate of 4.59 million. Although 
disappointing at 1st glance, the decline is largely due to a significant upward revision 
to January’s figure. January’s transactions increased by 7.7% on the month, the 
highest monthly increase since 2007. NAR chief economist Lawrence Yun is 
encouraged by the recent uptrend, describing the sales increase as very broad-based.  

 The inventory of unsold homes has edged lower from a seasonally adjusted 6.5 
months of sales to 6.4 months, representing 2.43 million units, well below the July 
2007 peak of 4.04 million units.  The median home price meanwhile increased in 
February by 0.3% on the year to $156,600 the 1st year-on-year increase since 
November 2010. A further positive signal shows that while housing starts in February 
fell 1.1% on the month to an annualized rate of 698,000 units, permits for future 

building increased 5.1% to 717,000 suggesting future acceleration in the recent 
uptrend.  


