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Market Update Friday, 27 March 2020

Global Markets

Asian stocks rose on Friday as investors wagered policymakers will roll out more stimulus measures
to combat the coronavirus pandemic after U.S. unemployment filings surged to a record.

MSCI's broadest index of Asia-Pacific shares outside Japan rose 0.8%. Australian shares gave up gains
to fall 4.55% after a strong week, but Japan's Nikkei rose 1.92%. E-Mini futures for the S&P 500
reversed course and fell 1.58% in Asia following three consecutive days of gains in the S&P 500 on
Wall Street. Pan-regional Euro Stoxx 50 futures were down 1.41% , German DAX futures fell 1.38%,
and FTSE futures were down 2.21% , suggesting gains in Asian shares will not carry over into Europe.

The dollar fell against major currencies as central banks' steps to solve a dollar shortage in funding
markets started to gain traction. The U.S. House of Representatives is expected to pass a $2.2
trillion stimulus package that will flood the world's largest economy with money to stem the damage
caused by the pandemic.

The U.S. Federal Reserve has already slashed rates to zero and launched quantitative easing. The Fed
will also take the unprecedented step of offering a direct backstop for corporate loans. The United
States is now the country with the most coronavirus cases, surpassing even China, where the flu-like
illness first emerged late last year. Policymakers may need to offer more stimulus as the virus slams
the brakes on economic activity and increases healthcare spending.

"I'm not sure what measures are left, but the reaction in stocks shows some people hoping for more
stimulus thought the market was a little oversold," said Yukio Ishizuki, FX strategist at Daiwa
Securities in Tokyo. "Currencies tell a different story. The dollar is the lead actor. The mad rush to
buy dollars due to liquidity concerns is starting to fade."

The number of Americans filing claims for unemployment benefits surged to a record of more than 3
million last week as strict measures to contain the virus pandemic ground the country to a sudden
halt, data showed on Thursday. The jobless blowout was announced shortly after Fed Chairman
Jerome Powell said the United States "may well be in recession", an unusual acknowledgement by a
Fed chair that the economy may be contracting even before data confirms it.

Global equity markets took the data in their stride, partly as most central banks have already
aggressively eased policy and governments are backing this up with big fiscal spending. Chinese
shares, battered this month because of the virus, rose 1.6% on Friday. Shares in South Korea,



another country hit hard by the pandemic, rose 0.42%. Leaders of the Group of 20 major economies
pledged on Thursday to inject over $5 trillion into the global economy to limit job and income losses
from the coronavirus.

In the currency market, the greenback fell 1.16% to 108.34 yen in Asia, on pace for a 2.2% weekly
decline. The dollar was also headed for steep weekly declines against the Swiss franc, pound, and
euro. The U.S. currency's fall after two weeks of gains suggests the Fed's efforts to relieve a crunch
in the dollar funding market are working, some analysts said. The yield on benchmark 10-year
Treasury notes fell in Asia to 0.7979%, while the two-year yield edged up to 0.2829%. Yields were
headed for a weekly decline, taking cues from the Fed's extraordinary steps to bolster markets and
the huge stimulus package.

U.S. crude rose 2.04% to $23.06 a barrel. Brent crude rose 0.84% to $26.56 per barrel. Energy
markets have been caught in a tug-of-war between hopes for stimulus spending and worries about
excess oil supplies. Gold, normally bought as a safe haven, was slightly lower. Spot gold fell 0.34% to
$1,626.01 per ounce. Gold market participants remained concerned about a supply squeeze after a
sharp divergence between prices in London and New York. The virus has grounded planes used to
transport gold and closed precious metal refineries.

Source: Thomson Reuters

Domestic Markets

South Africa's rand was weaker early on Thursday as the relief of the central bank's announcement
of a quantitative easing program faded with some investors taking profits as the country prepared to
enter a national lockdown at midnight.

At 0630 GMT the rand was 0.4% weaker at 17.4050 per dollar, snapping a two-session rally that had
driven the unit to 17.1900, its firmest since Friday.

The South African Reserve Bank (SARB) announced that it would purchase government bonds for an
unlimited period, as well as providing extended short term lending for commercial banks in a bid to
ease increasing liquidity pressure due to the coronavirus.

"Today, the markets are likely to trade cautiously, although the rand has some room for further
improvement towards the 17.0000 handle in the short term," Nedbank economist Reezwana Sumad
said in a note.

Bonds kicked-off firmer, with the yield on the benchmark paper due in 2026 down 10 basis points to
10.515%.

South African President Cyril Ramaphosa said on Monday that the government would impose a
nationwide 21-day lockdown from midnight on Thursday to contain the coronavirus outbreak.

Source: Thomson Reuters
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Market Overview

MARKET INDICATORS (Thomson Reuters) Friday, 27 March 2020
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Notes to the table:
e The money market rates are TB rates
e “BMK"” = Benchmark
e “NCPI” = Namibian inflation rate
e “Difference” = change in basis points
e Current spot = value at the time of writing
e NSXis 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
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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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