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The Brexit fear: Was it overdone?

Table 1: Selected financial market indicators: 15 July 2016*

Closing

Week*
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Month to date * Year to date * 12 Months*

JSE : All Share Index (ALSI)** 53 088 t 3.5% 1.7% 4.7% 1.9%
JSE Top 40 Index 46 454 t 3.4% 14.0% 1.4% -0.3%
JSE Industrial Index 78 931 t 2.7% 0.3% 0.5% 4.9%
JSE Financial Index 40 847 t 4.2% 0.6% -0.3% -9.2%
JSE Resources 20 Index 32378 t 5.5% 6.9% 27.5% -14.7%
SA Listed Property Index 655 t 2.8% 1.0% 7.5% 3.5%
Dow Jones Industrial Index 18 517 t 1.1% 1.2% 4.1% 2.6%
S&P 500 ~USA 2162 t 1.6% 3.0% 5.8% 2.5%
FTSE 100 ~UK 6 669 t 1.2% 2.5% 6.8% -1.3%
Nikkei 225- Japan 16 498 t 9.2% 6.0% -23.08% -19.0%
DAX 30 — Germany 10 067 t 4.6% 4.0% 6.3% -12.6%
S&P ASX 200 —Australia 5510 t 3.7% 5.3% 4.0% -1.2%
Rand / VSA Dollar (Negative = Depreciation ZAR) 14.36 t 1.6% 3.5% 7.2% -16.2%
Rand / Euro (Negative = Depreciation ZAR) 15.87 t 1.5% 3.9% 5.5% -16.7%
Rand / Pond (Negative = Depreciation ZAR) 18.96 l -0.5% 4.8% 17.2% 2.3%

* Closing prices

**JSE = Johannesburg Stock Exchange
ZA = South African Rand

Source: FE Analytics

Various global and domestic real economic activity
data gave financial markets last week a welcome
boost. On the heal of the favourable USA job data the
previous Friday, better than expected company
earnings in the USA, and good growth prospects for
China turned market sentiment to the good. The S&P
500 index in the USA reached record levels a few time
during last week. Share markets in Europe, The UK
and the Far East also were stronger.

Locally the All Share Index (ALSI) on the JSE
increased for six days in a row since the previous
Friday. The Index ended the week more than 1800
points higher (3.5%). The Top 40 index increased by
3.4% whilst the Financial index gained 4.2% over the
week. The Industrial index was 2.7% and the
Resources 20 index 5.5% stronger than a week ago.

Domestic economic factors more and more are starting
to show that the South African economy had reached
its lowest turning point and that it is at a brink of an
economic upturn. The three leading real indicators
suggesting a turning point are the strong increase in

real exports of 18% during April and the better than
expected increase in manufacturing output by 4.0%
and retail sales growth of 4.5% both during May.
Together with this strong recovery commodity prices
also recorded strong increases. Over the last month
gains in the prices for gold (6.6%), platinum (10.3%),
silver (22.8%) and copper (4.8%) together with a sharp
increase in foreign demand for South African Bonds
had shown that the economy is on a recovery path.
The effect of the above was that the Rand exchange
rate recovered quickly.

The Rand exchange rate has appreciated during the
current month to date with 3.5% against the Dollar,
3.9% against the Euro and with 4.8% against the
Pound.

The effects of this strong improvement in the Rand on

the consumer are threefold:

e A sharp decrease in fuel prices are expected at the
beginning of Augusts (See underneath);
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e Further decreases in the inflation rate to levels
lower than 6.0% are expected. Especially prices
for food imports should subside; and

e Further increases in interest rates become more
and more unlikely and a possible decrease during
next year is now a possibility.

The coming week

Locally this coming Wednesday South Africa’s inflation
rate for June will be announced. The expectations are
that the rate will be around 6.1%, the same as
recorded for May. The meeting of the Monetary Policy
Committee (MPC) of the Reserve Bank also takes
place starting on Tuesday. The MPC will announce its
decision on interest rates on Thursday. It is expected
that the repo rate will be unchanged.

On the international front the USA will publish various
housing data during this coming week. The UK will
release its inflation rate for June on Tuesday, whilst
Russia will publish its unemployment data for June.

Wednesday the UK will release its latest (June)
unemployment rate.
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Thursday Japan will publish its industrial activity index
for May, whilst the UK will release its latest retail sales
data (June). The US will also publish its weekly jobless
claims data as well as the manufacturing index for
July. The EU will announce its important decision on
interest rates at a press meeting

Friday China will release its latest business confidence
index, whilst the UK, Germany, The USA and the EU
will publish their purchasing manager’s indices (PMI’'s)
for manufacturing during June. Canada will also
announce its latest inflation rate (June) as well as
releasing its retail sales data for May.

The fuel price

The average unit over/under recovery for the period
1/07/2016 — 7/07/2016 was:

Petrol 95: 82 cents per litre over recovery
Petrol 93: 80 cents per litre over recovery
Diesel: 45 cents per litre under recovery

Over recovery means the fuel price should decrease. .
The adjustment to the fuel prices will be activated by
the end of the month.
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DISCLAIMER AND CONFIDENTIALITY

This document does not constitute an offer or solicitation to any person in any jurisdiction in which such offer or solicitation is not authorised or
to any person to whom it would be unlawful to make such offer or solicitation, and is only intended for the use by the original
recipient/addressee. If further distributed by the recipient, the recipient will be responsible to ensure that such distribution does not breach any
local investment legislation or regulation. Opinions expressed are current opinions as of the date appearing in this material only. The
information is confidential and intended solely for the use of Rebalance Fund Managers (Pty) Ltd client’s and prospective clients, and other

specific addressee’s. It is not to be reproduced or distributed to any other person except to the client's professional advisers.

All data, models and tests are sourced from external data vendors or service providers unless otherwise stated thereon. While information
obtained is from sources we believe to be reliable, Rebalance Fund Managers (Pty) Ltd does not guarantee the accuracy or completeness thereof.
Save as may be provided under law, Rebalance Fund Managers (Pty) Ltd, does not accept any liability for inaccurate or incomplete information
contained, or for the correctness of any opinions expressed. Prospective investors should inform themselves and take appropriate advice as to
any applicable legal requirements and any applicable taxation and exchange control regulations in the countries of their citizenship, residence or

domicile which might be relevant to the subscription, purchase, holding, exchange, redemption or disposal of any investments.

While the portfolio manager will attempt to minimise risk, the value of investments in discretionary accounts and the income derived from those
investments may fluctuate and it is possible that the investor could incur losses, including the loss of principal invested. Past performance is not
necessarily indicative as to future performance. An investor whose reference currency differs from that in which the fund or segregated account
is denominated may be subject to exchange rate movements, which may cause fluctuations in the value of their investments. In addition,
investments involving exposure to a currency other than that in which the segregated account or fund is denominated may also cause values to

fluctuate.

Funds that pursue a multi-management approach have an extra layer of fees, with fees payable to both the underlying managers and the manager
of the fund itself. Normally both annual management fees and performance fees are payable to the underlying managers and an annual

management fee is payable to the manager of the fund.

Rebalance Fund Managers (Pty) Ltd is an authorized Financial Service Provider, FSP 45054.
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