
 

 

 

 

 

 

 

Market Update                                         Monday, 24 February 2020  
 
 

Global Markets  
Global shares and oil slid on Monday while safe-haven gold surged as the spread of the coronavirus 

outside China darkened the outlook for world growth with infections and deaths rising in South 

Korea, Italy and the Middle East.  South Korea put the country on high alert while the number of 

infections jumped to over 700 and deaths rose to seven.  In Italy, officials said a third person infected 

with the flu-like virus had died, while the number of cases jumped to above 150 from just three 

before Friday. 

Iran, which announced its first infections last week, said it had confirmed 43 cases and eight deaths, 

with most of the infections in the Shi'ite Muslim holy city of Qom. Saudi Arabia, Kuwait, Iraq, Turkey 

and Afghanistan imposed travel and immigration restrictions on the Islamic Republic. 

In a sign of panic, U.S. stock futures were sold with E-minis for the S&P500 falling 1.2% in early Asian 

trade while Nikkei futures slipped over 2%. EuroStoxx 50 futures declined 1.5% while futures for 

London's FTSE skidded 1%.  Asian share indexes were also a sea of red.  Australia's benchmark index 

slid 2.2% while New Zealand was about 1.3% lower.  South Korea's KOSPI fell about 3%. Chinese 

shares opened down with the blue-chip CSI300 index easing 0.6%.  That left MSCI's broadest index of 

Asia-Pacific shares outside Japan off 1.6% at its lowest since early February. Japanese markets were 

closed for a public holiday. 

"There is lots of bad news on the coronavirus front with the total number of new cases still rising," 

AMP chief economist Shane Oliver wrote in a note.  "Of course, there is much uncertainty about the 

case data, new cases outside China still looks to be trending up and the economic flow on has 

further to go with the Chinese economy likely to have contracted in the March quarter."  The virus 

has killed 2,442 people in China, which has reported 76,936 cases, and slammed the brakes on the 

world's second largest economy. 

It has spread to some 28 other countries and territories, with a death toll of around two dozen, 

according to a Reuters tally.  Economists have roundly downgraded growth forecasts for China as 

well as the world as travel restrictions and lockdowns have already hit tourism, supply chain and 

factory output in a number of countries.  Oxford Economics estimated world economic output 

growth would fall to nearly zero in the first half of 2020 if the coronavirus outbreak became a global 

pandemic. 
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As investors wagered central banks would step in with policy stimulus to support economic growth 

U.S. Fed fund futures surged signalling more rate cuts later this year.  In response, the dollar fell for a 

second straight session on Monday against the yen to be last at 111.48.  The dollar's losses began on 

Friday after data showed American business activity stalled in February, signalling a contraction for 

the first time since 2016. The manufacturing sector also clocked its lowest reading since August. 

"The data was a wake-up call for the U.S. equity market, hitherto complacent about the impact of 

the virus," NAB currency strategist Rodrigo Catril said, adding it "was probably too early to throw the 

towel" on the greenback.  Despite losses since Friday, the greenback rose 1.7% last week and is still 

up 2.7% so far this year.  "We are likely entering a period of messy and potentially misleading data 

releases," Catril said.  "The U.S. had a bad data day, but we think that is just a taste of what is yet to 

come with other major economies likely to show bad economic numbers too." 

The Australian dollar, considered a liquid proxy for China plays, was down 0.3% as it languished near 

an 11-year low.  The euro eased a tad to $1.0828.  That left the dollar index slightly higher at 

99.489.  Analysts expect the Korean won to stay on its downward spiral against the dollar as one of 

the favourite risk proxies for investors.  The won has fallen more than 4.5% on the dollar so far this 

year. It was last down 0.9% at 1,217.33 after hitting its weakest since August 2019. 

In commodities, oil prices slid as investors fretted about crude demand being pinched by the impact 

of the coronavirus outbreak, while leading producers appeared to be in no rush to curb 

output.  Brent crude slumped 3%, or $1.77, to $56.72 a barrel while U.S. crude dropped 2.7%, or 

$1.48, to $51.9 a barrel.  U.S. gold futures climbed 1% to $1,665.1 an ounce. Spot gold jumped to a 

seven-year high of 1,678.58 after marking its biggest weekly gain last week since early August. 

Source: Thomson Reuters  

Domestic Markets 
The South African rand recovered from a four-month low on Friday as the U.S. dollar fell on weak 

survey data, but traders were cautious before a closely watched budget speech next week. 

At 1555 GMT the rand was around 0.9% stronger at 14.9850 per dollar, after earlier falling to 

15.1900, a level last seen in late October.  The dollar slumped after a survey of purchasing managers 

showed U.S. business activity in the manufacturing and services sectors stalled in February. 

The rand had been under pressure this week because of fears over the spread of coronavirus and 

concerns over the country's stretched public finances. 

Finance Minister Tito Mboweni is expected to raise personal income and excise tax to try to contain 

the fiscal deficit at a budget review on Feb. 26, a Reuters poll found on Friday.  Analysts at Nedbank 

CIB wrote in a research note that the rand could weaken to 16.00 versus the dollar by mid-year, 

partly due to a potential trade shock with China. 

Like peers around the world, South Africa's stock market slipped on Friday on coronavirus fears.  The 

Johannesburg Stock Exchange's Top-40 index closed 0.87% lower at 51,582 points, while the All-

share index fell 0.79% to 57,336 points. 

On the blue-chip index, gold stocks rose as investors looked for safe havens. AngloGold Ashanti, up 

6.56%, topped the index, also bolstered by a 72% rise in earnings.  But retailer Woolworths and 

Bidvest Group fell after both delivered bad news on Thursday. Bidvest was down 5.69% following a 

profit warning, while Woolworths closed 5.21% lower after reporting a drop in profits.  Chemicals 



Company Sasol also lost over 5% as law firms preparing a class action lawsuit for investors in the firm 

encouraged shareholders who had made losses on their investment to join the case. 

Bonds were slightly firmer, with the yield on the benchmark 2026 Government Issue down 2.5 basis 

points to 7.910%. 

Source: Thomson Reuters  
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Notes to the table:  
 The money market rates are TB rates 

 “BMK” = Benchmark 

 “NCPI” = Namibian inflation rate 

 “Difference” = change in basis points 

 Current spot = value at the time of writing 

 NSX is a Bloomberg calculated Index 
 
Important Note:  

This is not a solicitation to trade and CAM will not necessarily trade at the yields and/or prices 

quoted above.  The information is sourced from the data vendor as indicated.  The levels of and 

changes in the yields need to be interpreted with caution due to the illiquid nature of the domestic 

bond market. 

Source: Bloomberg 

 

 

 

 

 

For enquiries concerning the Daily Brief please contact us at  

Daily.Brief@capricorn.com.na 

 

Disclaimer 

The information contained in this note is the property of Capricorn Asset Management (CAM).  The 

information contained herein has been obtained from sources which and persons whom the writer 

believe to be reliable but is not guaranteed for accuracy, completeness or otherwise. Opinions and 

estimates constitute the writer’s judgement as of the date of this material and are subject to change 

without notice. This note is provided for informational purposes only and may not be reproduced in 

any way without the explicit permission of CAM. 
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