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GLOBAL MARKETS 
 

 

Global Economy 
 

 The outlook for the global economy is slowly improving again 

but is still fragile according to the April 2012 World Economic 

Outlook published by the International Monetary Fund (IMF). 

The IMF project global growth to drop from about 4% in 

2011 to 3.5% in 2012 while returning to 4.1% in 2013. Im-

proved financial conditions, accommodative monetary poli-

cies, and the reconstruction in Japan and Thailand will drive 

the reacceleration. However, the recovery will remain vulner-

able to several major downside risks. 
 

 In the advanced economies, growth is projected at 1.4% in 

2012 (from 1.6% in 2011) and 2.0% in 2013. Labour market 

conditions are likely to remain very difficult in many advanced 

economies. 
 

 Expansion in the emerging and developing economies is pro-

jected to be 5.7% in 2012 from 6.2% in 2011. Growth is fore-

cast to return to 6% in 2013. Modest negative spill-overs from 

the eurozone are expected to be largely offset by monetary 

easing and reduced fiscal policy tightening. 

 

United States 
 

 US first quarter GDP growth fell to an annualised 2.2% q/q 

from 3.0% in Q4 2011.  Consumer spending rose by 2.9% q/q 

from 2.1% in the fourth quarter, while business investment 

contracted by 2.1% after rising by 5.2% in the previous quar-

ter. 
 

 The University of Michigan's index of US consumer senti-

ment rose marginally to 76.4 in April from 76.2 in March. The 

index is now at its highest level since January 2008 and has 

improved for seven consecutive months.   
 

 During March, US retail sales rose by 0.8% m/m and 6.5% 

y/y after increasing by 1.0% m/m and 6.4% y/y in February. 

Excluding auto sales, retail sales were up by 0.8% m/m after 

rising by 0.9% in the previous month. 
 

 US consumer price inflation increased by 0.3% m/m in 

March after rising by 0.4% in February, with the annual con-

sumer inflation rate easing to 2.7% y/y from 2.9% in the pre-

vious month. Overall prices were pushed higher mainly by a 

rise in gasoline prices during March, but that was partially 

offset by a decline in electricity tariffs. Core consumer price 

inflation, which excludes food and energy prices, increased by 

0.2% m/m and 2.3% y/y.  
 

 March US non-farm payrolls increased by a less than expected 

120 000, as payroll increases have averaged 246 000 per 

month in the prior three months. Private sector payrolls in-

creased by 121 000, while the government shed 1 000 jobs 

during the month. The US unemployment rate fell marginally 

to 8.2% from 8.3% in March. 

 

 

 

 

 
 

Europe 
 

 The European Central Bank (ECB) left its policy rate un-

changed at 1% in April, highlighting that sovereign debt diffi-

culties clouded the economic outlook. Recent data has, how-

ever, pointed to some stabilisation of economic activity.  Infla-

tion is expected to remain above 2% for the remainder of the 

year due to higher energy prices and increases in indirect taxes.  
 

 The flash estimate of euro zone harmonized index of con-

sumer prices (HICP) inflation indicated that it eased to 2.6%    

y/y in April from 2.7% in March.  
 

 The European unemployment rate rose to 10.8% in February 

from 10.7% in January.  Unemployment rates increased in five 

of the 17 euro zone member countries, with six of them re-

cording rates of 10% or more. The youth (under 25) unemploy-

ment rate increased to 21.6% from 21.5%, with Spain, Greece 

and Portugal recording youth unemployment rates of 50.5%, 

50.4% and 35.4%, respectively.  

 

UK 
 

 The Bank of England (BoE) left its key interest rates un-

changed at 0.5% in April and maintained its asset purchase 

programme, which will take another month to complete at 

£325 billion. 
 

 The UK economy has fallen back into recession, with GDP 

growth contracting by 0.2% q/q in Q1 2012 after the 0.3% 

contraction in the fourth quarter. This was largely due to the 

weakness in business services and finance, which accounts for 

almost 40% of total services output. Construction output also 

declined over the quarter.  
 

 March UK consumer price inflation rose by 0.3% m/m and 

3.5% y/y from 0.6% m/m and 3.4% y/y in February. The con-

sumer inflation rate has remained above the BoE’s 2% target 

since November 2009. 

 

Japan 

 

 The Bank of Japan (BOJ) left its key call rate unchanged at 0% 

to 0.1% in April and it will continue to provide ample liquidity in 

financial markets to ensure stability. The BOJ expanded its asset 

purchase programme by another ¥5 trillion to ¥70 trillion. The 

asset purchase programmed will run to the end of June 2013, 

with its duration extended by six months. 
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China 
 

 Chinese GDP growth eased to 8.1% y/y in Q1 2012 from 

8.9% in Q4 2011, illustrating the intended result of govern-

ment policies designed to promote economic restructuring  

xxxxxxxxxxxxxxxxxxxxxxxxxxx 

 

 
 

 

 

 

 
 

 

 

 

and rebalancing. Details of the data show that industrial produc-

tion growth and retail sales picked up strongly while investment 

growth slowed. 

 

Summary  

 

 The prospects for global economic growth continue to show signs of improvement. However significant risks remain, particularly 

around concerns regarding Europe although growth in emerging and developing economies is expected to remain resilient. 

 

 Market volatility remains high, with European sovereign debt and its impact on the European banking sector remaining a key 

concern in terms of its potential impact on global economic growth. 

 

 Developed economies’ central banks continue to be accommodative while emerging economies’ central banks are cautious 

about tightening decisions as they attempt to balance higher inflation and slowing growth. 
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SOUTH AFRICAN ECONOMY 
 

 Private sector credit extension (PSCE) increased to 9.2% y/

y in March from 7.9% y/y in the previous month. Credit to 

households expanded by 6.8% from 6.6%, while corporate 

credit (which accounts for almost half of overall PSCE) 

pushed higher, growing at 11.9% y/y.  
 

 Producer price inflation (PPI) fell for the fifth consecutive 

month to 7.2% in March from 8.3% in February moderating 

by more than expected.  
 

 Consumer price inflation (CPI) fell for a second consecu-

tive month in March, moderating to 6% y/y, slightly down 

from 6.1% in February. This was largely due to a moderation 

in food prices and brings the headline inflation to the upper 

xxxxxxxxxxxxxxxxx  

International 

 April was not a particularly good month for international markets as the European sovereign debt crisis continued to play out. The 

focus in April shifted to Spain as well as several Eurozone countries heading for recession.  The MSCI World Index returned -1.1% 

in US dollar terms.   
 

South Africa 

 The FTSE/JSE All Share Index outperformed its international peers in April, returning 2.8%.  Similar gains were achieved across 

all three major sectors, with the industrial and financial sectors delivering returns of 3.2% and 2.6%, respectively. Resources re-

turned 2.8% for the month. 

 

    I N V E S T M E N T  M A R K E T S   

 
 
 

limit of the South African Reserve Bank’s target range of 3% to 

6%. Despite the slowdown in headline CPI, core inflation 

(excluding food, non-alcoholic beverages, fuel and energy) 

continued to rise, measuring 4.4% y/y in March from 4.3% y/

y in February. 
 

 South African retail sales growth picked up to 7.2% y/y in 

February from an upwardly revised 4.2% the prior month, 

with all the major categories of sales recording expansion.  
 

 

Key Market Movements April 2012 
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 South Africa (R)  International (USD) 

  April YTD 1 Year   April YTD 1 Year 

FTSE/JSE All Share Index 2.8% 9.0% 8.1% MSCI World Index -1.1% 10.5% -4.1% 

SA All Bond Index 1.8% 4.2% 12.7% S & P 500 -0.6% 11.9% 4.8% 

FTSE/JSE Resources Index 2.8% -0.6% -9.6% Dow Jones Euro Stoxx 50 -6.2% 0.7% -20.3% 

FTSE/JSE Financial Index 2.6% 15.7% 19.8% FTSE 100 -0.5% 3.0% -5.5% 

FTSE/JSE Industrial Index 3.2% 14.0% 20.0% Nikkei 225 -5.6% 12.6% -3.3% 

SA Listed Property 2.6% 10.9% 19.0% Global Bonds 0.8% 0.4% 3.7% 



1  The views expressed are that of Absa Asset Management and are based on a 3-5 year forward view  

5 / 9 

    A S S E T  C L A S S  O U T L O O K 1  

GLOBAL 

Some regions appear more attractive from a valuation 

perspective. The recovery in corporate earnings remains 

dependent on the pace of the global economic recovery.  

Emerging markets are expected to continue to experience 

stronger economic growth than developed markets.  

Overweight Overweight  

Bonds have outperformed as global growth concerns 

have intensified but yields are at historic lows. Any hint of 

an economic recovery could hurt bond yields and favour 

riskier assets; furthermore in the medium to longer term, 

risks remain in terms of supply.  

Equities  

Underweight  Underweight Bonds  

Asset Class  Previous  Current   Comments 

Interest rates in developed markets are currently at his-

toric lows, and are not expected to start increasing until 

2013 at the earliest. . 
Underweight  Underweight Cash  

The weak outlook for the global economy makes listed 

property a less favoured asset class at present.   Underweight  Underweight  Property  

SOUTH AFRICA 

Valuations based on expected earnings need to be con-

sidered with regards to stock and sector selection.   Low 

interest rates make equities look more attractive than 

other asset classes, but the risk relating to equities re-

mains high considering the global economic uncertainty.  

Overweight  Overweight  Equities  

Asset Class  Previous  Current   Comments 

While inflation has increased, bonds currently offer 

higher risk-adjusted returns than cash.  Neutral  Neutral Bonds  

Yields are expected to remain broadly flat until 2013. Al-

though cash does offer safety in the current environment, 

yields are unattractive compared to other asset classes and 

largely below the current inflation rate.  

Underweight  Underweight Cash  

The valuation of property appears fair. While yields are 

relatively attractive, vacancies are increasing which may 

put pressure on rental income.  
Neutral  Neutral  Property  
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GLOBAL EQUITY MARKET PERFORMANCE 

Global equity markets remained concerned about the impact of the European sovereign debt crisis with the focus shifting to 

Spain. The MSCI World Index recorded  a loss of 1.1% in April after a gain of 1.3% in March, in US dollar terms. 

 SA EQUITY MARKET PERFORMANCE 

The FTSE/JSE All Share Index gained 2.8% in April after losing 1.4% in March. Industrials returned 3.2%, outperforming re-

sources (2.8%) and financials (2.6%) during the month. 
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Eurostoxx 50 

Nikkei 225 

MSCI World Index 

FTSE 100 

S & P 500 

Resources 

All Share 

Financials 
Industrials 



 During April, the price of Brent crude oil declined to $119.47 per barrel, losing 2.8% during the month. 

OIL PRICE 

The price of gold decreased to US$1663.87 per ounce at the end of April, returning -0.3% for the month. 
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GOLD PRICE 



 For the 12 month period ending April, the rand weakened by 18.5%, 15.1% and 5.9% against the US dollar, UK sterling and 

the euro, respectively. During April the rand weakened by 1.4% for the month against the US dollar, ending April at R7.76/$. 
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PROPERTY 

  The SA listed property market continued its recovery by rising 2.6% in April after returning 2.1% in March. 

UK sterling 

Euro 

US dollar 



Head Office : Absa Investments Campus 

65 Empire Road, Parktown, Johannesburg 

Telephone : 011 480 5000 

invest@absa.co.za 

www.absainvestments.co.za 

 

 

Asset Management 

Telephone : 011 480 5000 

 

 

Private Client Asset Management 

Telephone : 011 647 0874 / 0827 / 0860 

 

 

Multi Management 

Telephone :  011 480 5000 

 

 

Unit Trusts 

Telephone : 0860 111 456 

 

 

Stockbroking 

Telephone : 0860 050 403 

 

 

Participation Bonds 

Telephone : 011 480 5000 

 

 

Linked Investments 

Telephone : 0860 000 005 / 022 

  

9 / 9 

 

Investment Overview -  April 2012 

Disclaimer 

 
 

This report has been produced by Absa Fund Managers Limited. The information contained in this investment report does not constitute an offer, or the solicitation of an 

offer, to enter into any transaction for the purchase or sale of any security, nor does it constitute any recommendation, guidance or proposal to enter into any such trans-

action. 
 

 

The information contained in this investment report has been obtained from sources that Absa Fund Managers Limited believes are reliable but, whilst every effort has 

been made to ensure the accuracy of the information, Absa Fund Managers Limited makes no representation as to the accuracy or completeness of the information con-

tained in this investment report. Neither Absa Fund Managers Limited nor any of its affiliates, shareholders, agents, consultants, directors, officers or employees shall be 

liable for any loss, damage or expense whatsoever, whether direct or consequential, incurred in relying on the information contained in this investment report. Anyone 

making use of the information contained on this investment report does so entirely at their own risk. 
 

 

The information contained in this investment report, including any illustrations, forecasts or hypothetical data, is provided for information purposes only and is not guaran-

teed. Past performance is no indication of future performance, and actual events may differ materially from that which is contained in the information. The value of, and 

returns from, any investments are uncertain and are not guaranteed and may fluctuate as a result of their dependence on the performance of underlying assets or other 

variable market factors. There is an element of risk involved in transacting in any security. The information contained in this investment report may not be suitable for the 

purposes of all investors and investors should independently evaluate the information contained in this investment report and consult with an independent advisor where 

the investor believes necessary in order to make their own investment decisions. 


