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Today’s Talking Point

Energy Update: Brent crude declined on Friday as investors opted to book profits ahead of an uncertain
weekend. At market close Brent was down 1.1% on the day at $117.31/bl. Nevertheless, despite Friday's losses
Brent ended the week up 2.4%. Overnight Brent rallied as Greek authorities agreed on a tough austerity package in
order to secure a bailout. The news sparked a wave of positive sentiment in markets and risk assets will likely find
some support at the start of the week. At the time of writing, Brent was trading at $118.28/bl.

Rand Update

A complete overreaction. That's the only way to describe
Friday's behaviour. Not without justifiable reason. When the 8 60 USD-ZAR
three pillars of economic policy, namely the SARB the
Department of Finance and the Presidency issue a joint
statement to inform the markets that there will be an 8.40 -
announcement of national importance, imaginations can run
wild, and they did. It would have been more comforting for

all concerned if the statement simply read,"...... of national 820 1
importance, but does not include any personnel or policy
changes". The net result is that the ZAR weakened @ 800 -
significantly further than other emerging market currencies, &
something in the region of 1.0-1.5%. Looking at the USD- 7 80

ZAR rate this morning which has already retreated by some
1.3% off those highs, it is clear that the bulk of that SA
related weakness is now back out of the price. However, 7.60 4
there is more to consider. Greece over the weekend took
the plunge to pass a very unpopular but absolutely

necessary austerity bill through parliament. This now paves 7.40 S o o o E E o o
the way for the bail-out package to be paid out and would = 8 8 & E, L,:’ L,:’ e 2
guarantee that the issue of a Greek default fades back to LI I e A S SR

the side lines again. It also means that the PSI can now

proceed with Greece's privatisation plans to begin shortly thereafter. We maintain that this is the kind of
environment where short term blips will unfold, but should not derail the underlying trends which remain very much
intact. Those trends include a risk-on environment where risk assets continue to perform well, where equities out-
pace bonds in generating returns and where emerging market currencies all perform quite strongly. The potential
for more ZAR gains in the weeks and months ahead should not be under estimated. According to Reuters data (bid
chart), the ZAR finished weaker vs. the USD on Friday, closing at R7.7475 from R7.5845 on Thursday. The ZAR
weakened against the EUR, ending at R10.2096 from R10.0761 on Thursday, while similarly finished weaker
against the GBP at R12.1942 form R11.9956 the previous day.



Bond Update

The local bond market was relatively quiet on Friday, and
although yields edged higher, the local bond market largely
ignored a significant rand sell-off late in the day. By the
close the R157 yield had added 2bpts to close at 6.640%,
whilst the R186 yield moved just 2.5bpts higher to end at
8.310%. After markets were spooked by the trio of the
Presidency, the SARB and National Treasury on Friday
about their joint announcement of “national importance” on
the weekend, things are likely to calm today as Asian
stocks are bid across the board overnight, and the ZAR
has erased losses against the USD following the panic
buying heading into the local close on Friday. It will be a
quiet week in terms of local economic data, with the only
notable release being December retail sales on
Wednesday. Following an annual increase of 6.8% yly in
Nov, consensus expects an increase of 6.6% in Dec. Don’t
be surprised if retail sales surprise to the topside in
December, following the sharp spike in credit card
borrowing by households in that month. Also on
Wednesday, Eskom will also issue a R150 million 2018
bond and a R100 million 2026 bond.

JSE Update

The local equity market opened weaker and slid lower
throughout the session on Friday, to end the day well within
negative territory, bringing to an end what was a relatively
volatile week for equity traders. By the close the ALSI was
down 1.10%, led by the resources index which shed
1.99%. Friday’s drop meant that the index closed 1.44%
lower on the week, the first time that the ALSI has closed in
negative territory on w weekly basis this year. Despite the
losses last week, the ALSI remains just under 6.00% higher
for the year-to-date, a solid performance thus far. European
markets came under pressure heading into the weekend,
with major bourses closing well lower, with the German
DAX losing almost 1.50%. Market jitters carried through
into the US session where markets also closed in the red.
However, after a week dominated by hopes and fears
about Greece, equity traders will find relief in news
overnight that the Greek Parliament passed an austerity bill
to cut government spending by nearly USD 4.4bn. Wall St.
futures are positive, and Asian markets have rallied, both
signs that the ALSI is set to start on a solid footing at
today’s open.
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This report is provided on a complimentary basis by IQuad Group Limited and is prepared by Econometrix Treasury Management (Pty) Ltd. www.e-treasury.co.za

DISCLAIMER: IQuad Limited (IQuad) obtains information for its analyses from sources, which it considers to be reliable, but IQuad does not guarantee the accuracy or completeness of its
analyses or any information contained therein. IQuad makes no warranties, expressed or implied as to the results obtained by any person or entity from use of its information and analyses, and
makes no warranties or merchantability or fitness for a particular purpose. In no event shall IQuad be liable for indirect or incidental, special or consequential damages, regardless or whether
such damages were forseen or unforeseen. IQuad shall be indemnified and held harmless from any actions, claims, proceedings, or liabilities with respect to its information and analyses.
Clients should be fully aware of the risks involved in trading stock market related products. All illustrations, forecasts or hypothetical data is for illustrative purposes only and is not guaranteed.

The information contained in this communication does not constitute an offer, advertisement or solicitation for investment, financial or banking services. It is for informative purposes and not
intended to constitute advice in any form, including but not limited to investment, accounting, tax, legal or regulatory advice. The information therefore has no regard to the specific investment

objectives, financial situation or particular needs of any specific recipient.
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