
Market Update 
 
United States of America 

Economic growth remained steady in the fourth quarter at 2.1 percent, unchanged from 

the third quarter and matching forecasts. Net trade made the biggest contribution to 

growth while detractions came from private inventory investment and non-residential 

fixed investment. Looking back on 2019, overall economic growth came in at 2.3 percent, 

missing Trump administration's 3 percent target for the second year. Other indicators 

were favourable, with retail sales showing an increase of 0.3 percent month-over-month 

in December, and consumer price inflation rate climbing to 2.3 percent year-on-year in 

December from 2.1 percent in November and meeting market consensus. On the 29th of 

January, the Federal Reserve left the target range for its federal funds rate unchanged 

at 1.5-1.75 percent. The FED signalled that the current stance of monetary policy is 

appropriate to support sustained expansion of economic activity, strong labour market 

conditions, and an inflation increase to the 2% target. No further changes to the funds 

rate is expected in 2020. Looking to January, ISM Manufacturing PMI for the US jumped 

to 50.9 from 47.8 in December, beating market forecasts of 48.5. On the political front, 

U.S. and China signed a “phase one” deal on January 15th, covering areas such as 

exchange-rate policies, intellectual property protections, and additional Chinese 

purchases of U.S. goods and services. 

UK 

2019 was a difficult year for the UK as the economy and investors struggled with the high 

degree of uncertainty that the political deadlock on Brexit had generated. The 

government lost a prime minister and its majority, all while threatening to leave the EU 

without any deal at all. On 31 January, the UK formally left the EU, ending its 47-year 

membership of the world’s biggest trading block. Turning our attention to the economic 

data, consumer price inflation in the UK slowed to 1.3 percent year-on-year in December, 

the lowest reading since November 2016. Unemployment rate stood at 3.8 percent in the 

three months ending November 2019, the lowest level since early 1975. The Bank of 

England's MPC voted by a majority of 7-2 to hold the Bank Rate at 0.75% during its 



January meeting. Consumer confidence increased by 2 points to -9 in January, climbing 

for the second consecutive month. Much like consumers, businesses are also feeling more 

optimistic with the CBI's quarterly gauge of manufacturing optimism in the UK increasing 

to +23 in the first quarter.  Positive numbers coming out of Manufacturing as the latest 

PMI numbers were revised higher to 50.0 in January from a preliminary estimate of 49.8 

and an uptick from the previous month's figure of 47.5. 

Europe 

The 28 countries in the European Union grew only 0.1 percent during the last three 

months of 2019. By the end of the year, the eurozone countries grew just 1.2 percent in 

2019, according to a preliminary estimate by Eurostat. Factors which contributed towards 

poor growth were the widespread strikes in France, political confusion in Italy, and 

slumping world trade. Among the bloc’s largest economies, Germany avoided entering a 

recession in the third quarter 2019, largely driven by public and private consumption, 

while GDP growth rates remained unchanged in France, Italy and Spain. Looking ahead, 

the coronavirus is a big source of growth uncertainty as China is a major customer of 

European products, most notably German cars, so that a slowdown in China would spill 

over to the eurozone. The consumer confidence indicator was confirmed at -8.1 in 

January, unchanged from the previous month, whereas business confidence increased 

0.09 points to -0.23 in January. The seasonally-adjusted unemployment rate fell to 7.4 

percent in December from 7.5 percent in the previous month, below market expectations 

of 7.5 percent. Preliminary estimates show the inflation rate is expected to edge up to 

1.4 percent in January from 1.3 percent in the previous month, in line with market 

expectations. The European Parliament backed Britain’s departure from the European 

Union, with negotiations now turning to trade talks. 

China 

Not so long-ago markets were upbeat on the news that China and America had struck a 

trade deal. Now China’s grim new reality is that everything, even economic policy, 

revolves around beating the coronavirus. The Chinese stock market has fallen, factories 

and offices that were supposed to reopen in recent days after the new-year holiday 

remain closed and most provinces have ordered them to stay shut until at least February 



10th. Analysts have rushed to lower their economic forecasts. Consensus had been that 

GDP would expand about by 6% year-on-year in the first quarter, but now several expect 

numbers around 4%, the slowest since China began publishing quarterly figures in 1992. 

Three unknowns cloud China’s outlook over the next couple of months: the time it takes 

to contain the virus; the timing for when the government will relax its heavy-handed 

restrictions on daily life; and how long it will take people to resume activity that normally 

makes the Chinese economy so vibrant. Recent economic data released shows China’s 

economy advancing 6.0 percent year-on-year in December. Annual inflation rate 

unexpectedly steadied at 4.5 percent in December, the same as in the previous month. 

Foreign direct investment (FDI) into China rose 5.8 percent year-on-year. China's trade 

surplus widened to USD 39.16 billion in January from USD 38.41 billion in the same month 

a year earlier. Year-on-year, exports soared 9 percent, while imports fell 1.5 percent. 

South Africa 

South Africa’s economic woes continue as the economy finds itself in its longest 

downward cycle since 1945, having not expanded by more than 2% p.a. since 2013. All 

the while debt levels continue to rise. The financial troubles of State-Owned Enterprises 

dominated headlines in 2019, with SAA placed under voluntary business rescue, while 

Eskom continued on its course of rolling blackouts. Quarter four economic data will likely 

prove how damaging this has been for economic growth and job creation.  The SA SACCI 

business confidence index declined to 92.2 in January from 93.1 in December which was 

the highest reading in six months. Consumer confidence index stood at -7 in the fourth 

quarter of 2019, staying at the lowest level since the fourth quarter of 2017, as 

households have been experiencing tighter income squeeze amid slow wage growth, high 

tax rates, and soaring electricity prices. Manufacturing PMI dropped to 45.2 in January 

from 47.1 in the previous month. The reading pointed to the fifth consecutive month of 

contraction in factory activity. The annual inflation rate in South Africa rose to 4 percent 

in December 2019 from 3.6 percent in the previous month, matching market 

expectations. More positively, the South African Reserve Bank voted unanimously to trim 

its benchmark repo rate by 25bps to 6.25 percent during its January meeting. 
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