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MARKET COMMENTARY

Global markets continued on an upward trend this month, driven by economic data that exceeded expectations. Market participants shifted from recessionary 
projections to a cautiously optimistic outlook, anticipating a "soft landing" for most economies and the decreased possibility of a recession. Riskier assets gained 
traction as a result, while global bonds struggled to generate positive returns. The prevailing sentiment is that the strong economic numbers will likely help most 
global economies avoid a recession, fostering a sense of cautious optimism among investors regarding the future and continued growth during the ongoing 
economic recovery. 

Positive global sentiment bolstered emerging markets, pushing South African asset classes higher this month. The prevailing global risk-on sentiment drove local 
equities and bonds higher, attracting foreign investors as net buyers of SA assets. However, the significant rand strength dampened currency-exposed index 
heavyweights, leading to local equities slightly underperforming compared to the broader emerging market complex. South African equities ended the month 
higher, as all sectors produced positive returns. Financials produced a robust return this month, driven higher by index heavy weights Capitec (+14.4%) and ABSA 
(+12.8%). Resources also performed strongly, benefiting from a rebound in precious metals and platinum group metals (PGM's) prices. Industrials ended higher, 
however, lagged the broader market on the back of the performance from currency-exposed holdings whose performance was negatively impacted by the strong 
rand. Index heavyweights Richemont (-10.1%) and Anheuser-Busch InBev (-3.7%) ended the month lower. Local bonds ended the month higher, continuing a strong 
run for the asset class, which started in June. This positive move was primarily driven by the prevailing global risk-on sentiment, however, a lower-than-expected 
local inflation print as well as the decision of the South African Reserve Bank (SARB) to keep policy rates unchanged further contributed to the positive 
performance. Local property followed other South African asset classes higher this month. Index heavyweight Growthpoint (+8.7%) outperformed this month, 
while Europe focused counter Nepi Rockcastle (-3.0%) struggled to post a positive return as the rand strength acted as a headwind to the performance of offshore 
counters.

The South African Reserve Bank (SARB) kept interest rates unchanged at a 14-year high of 8.25% at its July meeting, in line with expectations. The SARB governor 
did note that the direction of interest rates will be dependent on inflation data going forward. However, many market participants are forecasting that this is 
possibly the end of the rate hiking cycle. South Africa's annual inflation rate followed the global trend lower and fell to a 19-month low of 5.4% (year-on-year to the 
end of June). Headline inflation is back to within the central bank target range of between 3%-6% for the first time in 14 months. Core inflation slowed to 5% in 
June, broadly in line with market estimates of 5.1%. South Africa recorded a trade deficit of R3.5 billion in June 2023, compared to a downwardly revised R9.6 
billion surplus in the previous month and way below market estimates of a R11.9 billion surplus. Exports fell by 8.6% from the previous month to R167.6 billion, 
mainly due to shipments of vehicles and transport equipment. Meanwhile, imports dropped 1.6% over a month earlier to R171.2 billion, mainly driven by a decline in 
purchases of precious metals and stones.

The JSE All Share Index (+4.0%) ended July higher, propelled by the Financials sector. The strong performance of South African equities was broad based 
across the different local equity sectors during the month, with Financials (+7.8%), Industrials (+2.6%) and Resources (+3.2%) all moving higher. Listed 
property (+2.3%) ended the month higher, rebounding from the poor performance recorded in June. Property continues to be the only local asset class in negative 
territory on a year-to-date basis. Local bonds (+2.3) ended the month higher, as the yield curve steepened in July in reaction to the SARB’s decision to keep 
interest rates unchanged. Cash continues to yield a positive return. Cash delivered +0.7% in July, with the outlook for the asset class improving post the recent 
interest rate hikes from the SARB.

The rand strengthened against most of the major crosses this month. The currency gained ground against the US dollar (+5.9%), euro (+4.9%), and the pound 
sterling (+4.7%) during the month.

*All data is sourced from Morningstar Direct as at 31/07/2023. The performance of South African asset classes is quoted in rands.
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