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MARKET COMMENTARY

Global equity markets experienced a challenging start to the year, posting their worst January performance since 2016. Market sentiment was weighed down by concerns around 
higher inflation, hawkish rhetoric from central banks and growing tensions at the Ukrainian border with Russia. Global bonds also continued to struggle in the month of January. 
The asset class delivered its worst start to the year since 2009 against a backdrop of elevated inflation and investors positioning their portfolios for higher interest rates.

The US Federal Reserve (Fed) released its December Federal Open Market Committee (FOMC) minutes early in January and they were more hawkish than expected. The minutes 
indicated that many participants on the committee believed an interest rate hike may be appropriate sooner than previously expected. Participants also indicated that interest rate 
hikes may proceed at a faster pace than had been previously anticipated, with some members suggesting it could be appropriate to start the process of quantitative tightening 
soon after the first interest rate hike. The Fed meeting that followed later in the month was largely viewed as a confirmation of the hawkish tone expressed in the December 
minutes. January’s FOMC statement signalled that the interest rate hiking cycle could potentially begin in March, as opposed to prior expectations of a lift-off in June.

South African equities ended the month in positive territory, outperforming other developed and emerging markets on the back of strong performance from financials and 
commodity counters. Local bonds also had a positive month despite December’s inflation coming in higher than expected. The performance was supported by the relatively 
attractive yields on offer, particularly in medium and longer dated maturities. Local listed property had a volatile month and ended January in negative territory. The large index 
constituents had negative performance as the hawkish rhetoric from global central banks affected market sentiment. The rand had positive performance against major developed 
market currencies over the month, strengthening against the US dollar, the euro and the pound sterling. 

The South African Reserve Bank (SARB) increased the repo rate by 0.25% to 4% in January and revised its inflation forecast for 2022 from 4.3% to 4.9%. The SARB also revised 
its economic growth forecast for 2021 from 5.2% to 4.8% to account for the contraction during the third quarter of 2021 caused by the Omicron Covid-19 variant-led disruptions.

The JSE All Share Index (+0.9%) ended the month marginally higher, outperforming other major global equity indices. Local equity sectors were led by strong performance 
from Financials (+3.5%) and Resources (+3.6%), while Industrials (-1.9%) ended the month lower. The top performing shares amongst the largest 60 companies on the JSE 
in January were Sasol (+33.2%), Kumba Iron Ore (+17.5%) and Sibanye Stillwater (+15.1%). The worst performing shares in January were Harmony Gold (-17.2%), Anglogold 
Ashanti (-12.7%) and Quilter (-10.2%).

Listed property (-2.9%) ended the month in negative territory as elevated inflation and hawkish sentiment from global central banks weighed on the performance of the asset 
class. Local bonds (+0.9%) ended the month higher despite higher-than-expected inflation in December. Cash delivered a stable return of +0.3% for the month.

The rand performed well against the major developed market currencies for the month, strengthening against the US dollar (+3.2%), euro (+4.7%), and the pound sterling
(+4.2%) over the month.

*All data is sourced from Morningstar Direct as at 31/01/2022. The performance of South African asset classes is quoted in rands.
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