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Summary 

The US macro calendar is relatively full 

and is dominated by the release of 

inflation, consumer confidence and jobs 

data, as well as the latest FOMC policy 

statement. 

The December Personal Income & Outlays 

report is important for the updates it will 

provide re the Fed’s favoured inflation 

benchmark, the core PCE Price Index. We 

foresee a number no higher than 1.6% 

year-on-year, which in truth is well short 

of the 2% target. 

On Wednesday, the Employment Cost 

Index, the broadest measure of wages, 

salaries and benefits, looks likely to show 

another good quarterly increase, and 

perhaps attain a 2.6% to 2.7% annual rate. 

This will give some credence to a Fed rate 

hike in March. Should the rate of average 

hourly earnings in the job’s report on 

Friday elevate above an annual 2.6% this 

would provide additional support for a 

March move.  

Watch Treasury yields and the US dollar 

for any response to slightly higher 

readings, although the currency appears 

not to be moving any more on rising 

interest rate and inflation differentials, 

but more on the willingness of the Trump 

administration to tolerate, even promote, 

a weaker dollar.  

The reports on December US consumer 

sentiment and confidence are also due 

out. The former is front-running the latter. 

The consumer sentiment index’s 

preliminary January number showed 

some weakness, amid uncertainty 

regarding tax reform and the looming 

shut down of the Federal government.   

The official BLS employment report is set 

for release on Friday. We think payroll 

expectations have to be moderated at this 

stage of the economic recovery with the 

unemployment rate so low. Any payroll 

number north of 175,000 will be cheered 

by market participants.  

The key macro event of the week is the 

release of the FOMC policy statement on 

Wednesday, the last FOMC meeting under 

Janet Yellen’s stewardship. Jerome “Jay” 

Powell is set to take over on February 3. It 

is a nailed-on certainty that no rate hike 

will be initiated at this meeting. We 

expect the Fed to maintain the use of the 

word “solid” to describe the pace of US 

economic activity. In our view, it is 

possible that the language utilised to 

describe household spending and 

business fixed investment will be firmed 

up a little in view of the Q4 2017 GDP 

report released last week. The report 

showed that real consumer spending is 

growing at a rate of 3.8% quarter-on-

quarter annualised, eclipsing even the 

very strong back-end of 2016. Residential 

spending is proceeding at an annualised 
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11.6% pace, while business fixed 

investment is expanding at a rate of 6.8%. 

The only real improvements in inflation 

readings since December have been in 

headline CPI, and in 1-year inflation 

expectations. This will not be enough to 

change the FOMC’s wording on inflation.  

We expect the decision to be unanimous. 

The more important rate decision comes 

on March 21, which is accompanied by a 

new set of updated economic projections 

and will be followed by Jerome Powell’s 

first press conference as Fed Chair.  

In South Africa, the macro highlight must 

be the release of local trade data for 

December on Wednesday. We anticipate 

a R9 billion monthly surplus in December 

for an annual trade surplus of around R74 

billion, the best by far of recent times. 

Better terms of trade due to a stronger 

rand and higher commodity prices are 

doing much to narrow the current 

account deficit, which in turn is a major 

marker for the country’s economic well-

being. We see the ZAR performing well on 

the day amid an improving political, 

governance and policy outlook, which has 

seen foreign investors aggressively 

chasing shares of domestically-focused SA 

companies.  

On Thursday, the ABSA SA Manufacturing 

PMI report for January will be released. 

We think it too early for improved 

business sentiment to be reflected in 

actual economic activity on the ground.  If 

truth be told, SA GDP growth has nothing 

to do with manufacturing at all, rather it is 

being driven by mining and metals due to 

higher commodity prices, the net trade 

effect, and the very rapid recovery in the 

agricultural and agri-processing sectors 

due to the dissipation of drought effects.   
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UNITED STATES (source: Nasdaq.com) 

Monday January 29 15h30: Personal 

Income and Outlays for December  

This is one of the key data releases of the 

week. The report will give critical insights 

into the Fed’s favoured inflation 

benchmark, the core Personal 

Consumption Expenditure price index. The 

PCE measure differs from the CPI, which 

the Fed believes does not as accurately 

reflect the average basket of items on 

which consumers spend their income.  

For the record, we also see personal 

income up 0.3% on the month following 

November’s 0.3% gain. Personal outlays 

strengthened 0.6% in November, and we 

are looking for a 0.5% rise this time 

around.  

The headline and core PCE core measures 

are trailing their corresponding CPI 

measures. In December, headline CPI rose 

0.1% on the month to an annual rate of 

2.1%, while core CPI was up a sturdy 0.3% 

to 1.8%. But the PCE price data is far more 

subdued. In November, the headline PCE 

price index gained 0.2% to an annual rate 

of 1.8%, while the core PCE PI only 

increased 0.1% on the month to a rate of 

1.5%, which in truth is well below the 

Fed’s medium-term inflation target. 

For December, we expect the headline 

PCE PI to hold around 1.8%. We will be 

closely watching the core measure, which 

we think can get up 0.2% on the month to 

around 1.6% to 1.7%.  

We are more bullish on US core inflation 

than many FOMC members. Against a 

backdrop of very low unemployment, it 

is expected that in due course prices will 

rise, and this will be so particularly of 

wages and salaries. Consumer 

perceptions are important. In December, 

1-year inflation expectations rose by 

two-tenths in the Consumer Sentiment 

survey. Already, the quarterly 

Employment Cost Index surged 0.7% on 

the quarter in Q3 2017, and is expected 

to rise another 0.6% on the quarter to an 

annual increment of 2.6% to 2.7%, when 

the report is released on Wednesday. 

Core inflation will be impacted by higher 

oil prices, which will feed directly into 

increased transportation and travel 

costs. Moreover, President Trump’s 

repeal of Obamacare will dramatically 

increase healthcare inflation, which has 

been proceeding at a very measured 

0.5% pace, when the norm is closer to 

3.5%.  In addition, rising rates will move 

up the cost of rentals and owners’ 

equivalent rent. Factors such as higher oil 

prices amid a sharply lower trade-

weighted US dollar, appear to be 

entrenched for now, and will certainly 

support prices, even if the effects 

ultimately prove transitory.  

A strong core PCE number, say around 

1.8%, will feed into expectations for a 

March rate hike from the Fed and could 

see higher Treasury yields, although the 

performance of the US dollar has 

seemingly decoupled from interest rate 

differentials as the Trump administration 

signals its intention to pursue a weak US 

dollar policy.  

Anything around 1.7% will be seen as 

neutral, while a number of 1.5% and 

below will see a measure of yield 

decompression, further undermine the 

US dollar and will be bullish for gold.  

Figure 1: Core PCE Price Index since 1970 

(source: Investing.com) 
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17h30: Dallas Fed (Texas) Manufacturing 

Survey for January 

Texas factory activity expanded strongly in 

December, according to business 

executives responding to the Texas 

Manufacturing Outlook Survey.  

The production index, a key measure of 

state manufacturing conditions, spiked 18 

points to 32.8, reaching its highest level in 

more than 11 years. Other measures of 

manufacturing activity also pointed to 

more rapid growth in December. The new 

orders index jumped 10 points to 30.1, 

another 11-year high, and the growth rate 

of orders index moved up to 21.4. The 

capacity utilisation index increased nine 

points to 26.3, and the shipments index 

rose from 16.7 to 21.5 this month. 

Perceptions of broader business 

conditions were markedly more positive 

in December. The general business 

activity index and the company outlook 

index posted double-digit increases, 

coming in at 29.7 and 31.5, respectively. 

Both represent highs last seen in 2006. 

Labour market measures suggested more 

rapid employment growth and longer 

workweeks. The employment index came 

in at 20.4, up 14 points from November. 

More than 30% of firms noted net hiring, 

compared with 11% noting net layoffs. 

The hours worked index shot up to 23.3, a 

12-year high. Upward pressure on prices 

continued in December, and wage 

pressures escalated. The raw materials 

prices index held steady at 32.5 and the 

finished goods prices index edged up to 

17.9. Meanwhile the wages and benefits 

index jumped up 11 points to 25.1.  

Looking ahead, price expectations 

increased notably for a second month in a 

row. The index of future finished goods 

prices rose to 42.7, up from 18.9 in 

October and 35.8 in November, and more 

than 20 points above its series average. 

Expectations regarding future business 

conditions remained highly optimistic. The 

index of future general business activity 

inched up to 40.9, while the index of 

future company outlook held steady at 

40.1. Other indexes for future 

manufacturing activity showed mixed 

movements but remained solidly in 

positive territory. 

We do not expect the very solid gains 

made by the survey to be maintained. 

We are looking for a headline General 

Activity Index of around 25, which is still 

very robust. It has to be remembered 

that Texas manufacturing activity is 

highly influenced by activity in the oil and 

gas sector, with which it is deeply 

interconnected. This makes readings on 

activity in the state quite specific. Not a 

market mover. 

Tuesday January 30 16h00: S&P 

CoreLogic Case Shiller home price index 

for November 

The HPI tracks monthly changes in the 

value of residential real estate in 20 urban 

conurbations across the US. Composite 

indices and regional indices measure 

changes in existing home prices and are 

based on single-family home re-sales. The 

expanded 20-city measure seasonally 

adjusted is the key series. The original 

series covered 10 cities. The indices are 

based on single-family dwellings with two 

or more sales transactions. 

Condominiums and co-ops are excluded 

as is new construction. 

The data is reported with a two month 

lag, but remains the most accurate gauge 
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of house price increases across the US. In 

October, the 20-city HPI gained 0.7% on 

the month on a seasonally adjusted basis. 

We are looking for a 0.5% hike this time 

around. The annual rate of house price 

increases, a number which is not 

seasonally adjusted, grew at a 6.4% pace 

in October, and we see this figure being 

duplicated in November.  

At around 6.5%, house price increases 

are over triple the inflation rate, making 

home purchases a very good investment. 

Prices are being held up by a shortage of 

existing home inventory. This will not be 

a major market mover because the 

numbers are quite dated.  

17h00: Conference Board US Consumer 

Confidence Index for January 

The Conference Board measure of US 

consumer confidence is easily outpacing 

the University of Michigan consumer 

sentiment barometer, and is seemingly 

less able to capture the political divide in 

the US, which is causing a bifurcation in 

the consumer outlook.  

The preliminary January University of 

Michigan consumer sentiment index fell 

to 94.4, a 6-month low, and the measure 

of current conditions at 109.2 represented 

a 15-month low. Meanwhile, the 

confidence index did decrease in 

December following a modest 

improvement in November. The Index 

now stands at 122.1 (1985=100), down 

from 128.6 in November, but still quite 

elevated. The Present Situation Index 

increased from 154.9 to 156.6, while the 

Expectations Index declined from 111.0 in 

November to 99.1. 

The Conference Board commented that … 

“consumer confidence retreated in 

December after reaching a 17-year high in 

November … the decline in confidence 

was fuelled by a somewhat less optimistic 

outlook for business and job prospects in 

the coming months. Consumers’ 

assessment of current conditions, 

however, improved moderately. Despite 

the decline in confidence, consumers’ 

expectations remain at historically strong 

levels, suggesting economic growth will 

continue well into 2018”. 

Consumers’ appraisal of present-day 

conditions was slightly more positive in 

December. The percentage saying 

business conditions were “good” 

increased marginally from 35.0% to 

35.2%, while those saying business 

conditions were “bad” decreased 

marginally, from 12.3% to 12.1%. 

Consumers’ assessment of the labour 

market was mixed. Those claiming jobs 

were “plentiful” decreased from 37.5% to 

35.7%, while those claiming jobs were 

“hard to get” also decreased, from 16.8% 

to 15.2% (a 16-year low). Consumers’ 

optimism about the short-term outlook 

declined sharply in December. The 

percentage of consumers anticipating 

business conditions to improve over the 

next six months declined from 23.1% to 

20.2%, while those expecting business 

conditions to worsen increased from 6.7% 

to 9.2%. Consumers’ outlook for the job 

market was also less upbeat than in 

November. The proportion expecting 

more jobs in the months ahead decreased 

from 21.3% to 18.4%, while those 

anticipating fewer jobs rose from 12.1% to 

16.3%. Regarding their short-term income 

prospects, the percentage of consumers 

expecting an improvement increased from 

20.3% to 22.3%, while the proportion 

expecting a decrease also rose, from 7.6% 

to 8.9%. 

We expect the period leading up to the 

brief partial shutdown of the Federal 

government as well as uncertainty over 

the timing and content of planned tax 

reform will have impacted consumer 
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confidence. We are looking for a slight 

improvement in the headline Index to 

123.5, still well off the November 

number. A very strong number, say over 

125, will play into equity strength, 

although it remains to be seen what 

exactly can support the US dollar against 

the determination of the Trump 

administration to weaken it.  

Figure 2: US Consumer Confidence since 

1970 (source: Investing.com) 

 
 
Wednesday January 31 14h00: MBA 

Mortgage Applications for the week 

ended January 26 

The Mortgage Bankers' Association 

compiles various mortgage loan indices. 

The purchase applications index measures 

applications at mortgage lenders. This is a 

leading indicator for single-family home 

sales and housing construction. The 

refinance index tracks refinancing activity, 

and the composite or market index 

combines the two. In the week to January 

5, the purchase applications index rose 

5.0%, with the refinance index ramping up 

11.0%, leaving the market index better by 

8.3% on the week. In the week to January 

12, the purchase applications index rose 

3.0%, with the refinance index inclining 

4.0%, leaving the market index better by 

4.1% on the week. And in the week to 

January 19, the purchase applications 

index got up 6.0%, with the refinance 

index higher by 1.0%, leaving the market 

index 4.5% better off on the week. The 

trend is clearly a strengthening one.  

The average interest rate on conforming 

30-year fixed-rate mortgages (now 

US$453,100 or less versus a prior 

US$424,100 or less) rose 10 basis points 

to 4.33% in the January 12 week, the 

highest since March 2017, but still quite 

low by historical standards. And then in 

the January 19 week, the average 

interest rate on 30-year fixed rate 

conforming mortgages inclined another 3 

basis points to 4.36% percent, again the 

highest level since March 2017. Rates will 

continue to rise, but because house 

values are rising faster with inventory 

quite tight, refinancing will support 

overall mortgage activity. Steady 

economic growth and a tightening job 

market should underpin demand, but the 

Republican tax legislation, which has 

been opposed by the National 

Association of Realtors, has the potential 

to reduce demand due to changes to 

deductions for mortgage interest and 

state and local taxes. 

15h15: ADP private sector payrolls report 

for January 

This report is a bit hit and miss, but 

encompasses a much broader enterprise 

sample than that of the official BLS 

Employment Report, due out on Friday. 

The correlation with this latter report is 

not as strong as it used to be.  

So in December, the ADP report 

calculated 250,000 monthly private sector 

payrolls (well above the 188,000 

predicted), but in the December 

Employment Report, only 146,000 were 

recorded. We expect the January number 

to be below 200,000.   

The market will wait for the BLS report 

on Friday and give little credence to the 

ADP numbers.  

15h30: Q4 2017 Employment Cost Index 

(ECI) 
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This is another key inflation release. The 

ECI is the Fed’s benchmark measure of 

wage inflation, being the broadest 

measure of the movement in US wages, 

salaries and benefits. In Q3 2017 the ECI 

ramped up 0.7% on the quarter, the joint 

highest gain of the recovery. On an annual 

basis, the ECI rate came in at 2.5%, which 

was up from 2.4%.  

We foresee a 0.6% quarterly advance and 

any number in the 2.6% to 2.7% annual 

range will be greeted by higher Treasury 

yields amid a steeper re-appraisal for the 

future trajectory of the fed funds rate. 

The Fed would prefer the ECI annual rate 

to be closer to 3.5%, which is where it 

should be historically given the present 

rate of growth and level of 

unemployment.  But any improvement 

on 2.5% will at least allow the FOMC 

majority to justify a move on rates in 

March, which we think is what members 

are now inclined to do.    

16h45: Chicago PMI for January 

The Institute For Supply Management - 

Chicago compiles a monthly survey and a 

composite diffusion index of business 

conditions (manufacturing and non-

manufacturing) in the Chicago area. The 

survey has revealed very strong growth, 

well in excess of the rate of the national 

economy. In December, the Chicago PMI 

surged to 67.8, which represented a two-

tenths upward revision on the initial 

number, and is close to historic 50 plus-

year highs. We do not think this measure 

can get much higher and we predict a 

slight reversal to around 64.0, which is still 

strong.   

This index doesn't have much headroom 

left and forecasters are calling for a 

slowing in January to what is still a very 

robust 64.0. Little to no market impact 

expected. 

17h00: NAR Pending Home Sales Index 

for December 

The National Association of Realtors 

developed the pending home sales index 

as a leading indicator of housing activity. 

Specifically, it is a leading indicator of 

existing home sales, not new home sales. 

A pending sale is one in which a contract 

was signed, but not yet closed. It usually 

takes four to six weeks to close a 

contracted sale. Pending home sales have 

been doing a good job of tracking final 

sales of existing homes, jumping in 

October and then levelling off in 

November against what proved to be an 

actual surge in November and slight dip 

back in December. The consensus forecast 

for December's pending sales index is for 

a firm gain of 0.4% after a 0.2% increase in 

November to an Index level of 109.5. 

21h00: FOMC monetary policy statement 

The release of the FOMC policy statement 

is the key macro event of the week. This 

will be the last rate decision taken under 

the stewardship of Chairperson Janet 

Yellen, who will be replaced by Jerome 

“Jay” Powell on February 3.  

On December 13, the FOMC by a vote of 

7-2, raised the target range for the 

benchmark federal funds rate to 1.25%-

1.50%. This was the fourth rate rise of the 

current normalisation cycle.  

The FOMC maintained its description of 

the pace of increase in economic activity, 

as “solid” i.e. above-trend. The 

Committee expected the labour market to 

"remain strong" and the economy to 

continue to rise “moderately” with 

gradual adjustments to the policy stance. 

The outlook for the labour market was 

softened a little, given the Fed’s view that 

job creation would likely moderate as 

policy firming proceeded over time. 

Growth in household spending was once 
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again described as "moderate", while 

growth in business fixed investment was 

said to have “picked up” in recent 

quarters. On a 12-month basis, both 

overall inflation and inflation for items 

other than food and energy were said to 

have “declined this year” and “were 

running below 2.0%”.  

Chair Yellen in her press conference 

statement noted that for the majority the 

surprising softness in inflation primarily 

reflected “transitory developments” 

largely unrelated to broader economic 

conditions … “as a result, we still expect 

inflation will move up and stabilise at 

moderate levels around 2.0% over the 

next couple of years (medium term)”.  

Nonetheless, the Fed’s understanding of 

the forces driving inflation was 

“imperfect”. As a result, the Committee 

would continue to carefully monitor 

actual and expected inflation 

developments relative to the Fed’s 

symmetric inflation goal.  

The two doves who voted against the rate 

rise were Charles Evans of the Chicago 

Fed, and Neel Kashkari of the Minneapolis 

Fed. Both are inclined to the view that 

structural or secular impediments to 

inflation are operating to keep US 

inflation, and particularly wage-push 

inflation, subdued. Kashkari voted against 

every rate hike last year, and views the 

policy tightening already undertaken as 

potentially imperilling the US economy. 

This was Evans’ first dissent. His position 

is close to that of Lael Brainard, who 

voted to hike rates.  

In the Updated Summary of Economic 

Projections, there was no upward 

movement in the quarterly funds 

forecasts for next year with three more 25 

basis point moves still pencilled in to 

2.125%, though here the bias may be to 

the downside as six members saw the fed 

funds rate below this level by the end of 

next year versus only four who saw it 

above the rate. The market is currently 

pricing in only two rate hikes. The outlook 

for 2019 also calls for three hikes with two 

hikes now the call for 2020, up from one 

previously, to a rate of 3.1% from a prior 

2.9%. The longer-run neutral rate was 

kept at 2.8%, which we think is a little low. 

As for growth, the median view for 2017 

US GDP growth was lifted to 2.5% from 

2.4%, for 2018 to 2.5% from a prior 2.1% 

(premised we think on the promise of 

fiscal stimulus), for 2019 to 2.1% from a 

previous 2.0% and for 2020 to 2.0% from 

1.8%. The longer-run assessment of trend 

growth was kept at 1.8%. 

On inflation, the median assessment for 

the 2017 average headline PCE Price Index 

was taken up to 1.7% from 1.6%, 

reflecting higher oil prices and a softer 

dollar. In all other respects forecasts for 

2018, 2019, and 2020 were kept 

unchanged at 1.9%, 2.0%, and 2.0%, 

respectively. The median view of the core 

PCE Price Index was left unchanged at 

1.5% for 2017, 1.9% for 2018, and 2.0% 

for 2019 and 2020, respectively.  

The forecast median unemployment rate 

for 2017 was lowered to 4.1% (versus 

4.3% prior). For both 2018 and 2019, the 

median projection each year was taken 

down to 3.9% from 4.1% and for 2020 was 

decreased to 4.0% versus 4.2% before. 

The longer-run natural rate of 

unemployment is still assessed to be at 

4.6%, which means that for some 

considerable period the actual 

unemployment rate will be far lower than 

the long-run natural rate that serves to 

balance employment and inflation. The 

consequences of this disjunction are 

unknown, but on every historical occasion 
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that this eventuality has arisen, a 

recession has followed. 

It is a nailed-on certainty that no rate 

hike will be initiated at this meeting.  

We expect the Fed to maintain the use of 

the word “solid” to describe the pace of 

economic activity.  

In our view, it is possible that the 

language used to describe household 

spending and business fixed investment 

will be firmed up a little in view of the Q4 

2017 GDP report released last week.  

The report showed that real consumer 

spending is growing at a rate of 3.8% 

quarter-on-quarter annualised, eclipsing 

even the very strong back-end of 2016.  

Residential spending is proceeding at an 

annualised 11.6% pace, while business 

fixed investment is expanding at a rate of 

6.8%, the fourth consecutive mid-single-

digit expansion. 

The only real improvements in inflation 

readings since December have been in 

headline CPI, and in 1-year inflation 

expectations. This will not be enough to 

change the FOMC’s wording on inflation.  

We expect the decision to be unanimous.  

The more important rate decision comes 

on March 21, which is accompanied by a 

new set of updated economic projections 

and followed by Jerome Powell’s first 

press conference as Fed Chair.  

The only development of note is likely to 

be an upgrade to the Fed assessment of 

US economic activity. We do think that 

such linguistic signals will drive up 

Treasury yields, and feed into some 

belated US dollar strength from oversold 

levels.  

That said, as we have mentioned, the 

Trump administration has sent out some 

very strong signals that it is pursuing a 

weak dollar policy, as a more direct 

means to employment creation, and as 

an antidote to what it thinks are unfair 

trade practices, including “currency 

manipulation” by major trading partners.  

Thursday February 1: Initial jobless 

claims for the week ended January 27  

Initial jobless claims rose in the January 20 

week, but remain low and favourable, at 

233,000, which was lower than expected 

with the prior week revised down 4,000 to 

216,000 for a new 45-year low. The 4-

week average was also down 3,500 to a 

240,000 level that is roughly in line with 

the month-ago trend. This is the more 

important number. Continuing claims in 

lagging data for the January 13 week fell 

28,000 to 1.937 million with this 4-week 

average down slightly to 1.920 million and 

also in line with the month-ago trend. The 

unemployment rate for insured workers is 

unchanged at 1.4%. 

We are looking for a rise in initial claims 

by around 2,000 to 235,000. This will 

have been factored in by the market. We 

are looking for the 4-week average to 

hold around 240,000.  

15h30: Q4 (p) Productivity & Costs  

Fourth-quarter GDP came in at 2.6%, 

which points to a respectable fourth-

quarter productivity rate and slightly 

increased, but still moderate pressures 

from rising labour costs.  

Forecasters see non-farm productivity 

rising 1.1% in the fourth quarter 

compared to 3.0% in the third quarter 

with unit labour costs seen up a significant 

0.9% as against a 0.2% Q3 2017 decline.  

17h00: ISM Manufacturing Index for 

January 
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In January, the headline PMI was recorded 

at 59.7, but was subsequently revised 

down to 59.3, a level last seen in 

September. 

The new orders sub-index registered 69.4 

in December, which was an increase of 5.4 

percentage points when compared to 64 

reported for November, indicating growth 

in new orders for the 16th consecutive 

month. This was the highest reading since 

January 2004, when the index registered 

70.6. The production sub-index registered 

65.8 in December, which was an increase 

of 1.9 percentage points when compared 

to the 63.9 reported for November, 

indicating growth in production for the 

16th consecutive month. This was the 

highest reading since May 2010, when the 

sub-index registered 66.5. The 

employment sub-index retreated 2.7 

points while the prices sub-index was up a 

full 3.5 points.  

We anticipate a fall in the headline PMI 

to around 58.5. The numbers for 

manufacturing output have not been 

that great, and the Fed assesses 

manufacturing activity to be proceeding 

at only a “modest” pace. Limited impact 

foreseen. 

Figure 3: ISM Manufacturing PMI over 12 

months (source: Institute for Supply 

Management) 

 

17h00: US Construction Spending for 

December  

Construction spending rose a pretty 

robust and broad-based 0.8% in 

November with December’s call for a gain 

of 0.5%. November spending on 

residential construction rose 1.0% led by a 

1.9% gain for single-family homes in what 

promises to provide badly needed supply 

to a depleted market. Home 

improvements also showed strength, up 

0.7% on the month, with private non-

residential spending higher by 0.9%.  

Motor Vehicle Sales for January  

Vehicle sales accelerated in December to 

a very solid 17.8 million annualised unit 

sales rate (17.9 million initially reported) 

which, outside of hurricane-related spikes 

in October and September, was among 

the best results of the last two years. 

January’s consensus is for easing strength 

to a 17.3 million overall annualised unit 

sales pace, with sales of domestic-made 

vehicles expected to come in at 13.1 

million versus December’s 14.0 million. 

Friday February 2 15h30: US January 

Employment Report  

This is the key non-inflation 

macroeconomic data release of the week 

and will set the tone for the performance 

of the US dollar, bonds and equities on 

Friday.  

According to the BLS enterprise survey in 

December, total non-farm payroll 

employment rose by 148,000 (versus a 

176,000 consensus). Private sector 

payrolls increased 146,000 (versus a 

172,000 consensus forecast). Job gains 

occurred mainly in healthcare (+31,000), 

construction (30,000), and manufacturing 

(25,000). In 2017, payroll employment 

growth totalled 2.1 million, compared 

with a gain of 2.2 million in 2016. The 

average workweek for all employees on 

private non-farm payrolls was unchanged 

at 34.5 hours in December. In that month, 
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average hourly earnings for all employees 

on private non-farm payrolls rose by 9 

cents to US$26.63/hr. Over the year, 

average hourly earnings have risen by 65 

cents, or 2.5%. The change in total non-

farm payroll employment for October was 

revised down from 244,000 to 211,000, 

and the change for November was revised 

up from 228,000 to 252,000. With these 

revisions, employment gains in October 

and November combined were 9,000 less 

than previously reported.  

According to the BLS household survey, in 

December the unemployment rate was 

4.1% for the third consecutive month. The 

number of unemployed persons, at 6.6 

million, was essentially unchanged over 

the month. Over the year, the 

unemployment rate and the number of 

unemployed persons were down by 0.6 of 

a percentage point and 926,000, 

respectively.  

Among the unemployed, the number of 

new entrants decreased by 116,000 in 

December. New entrants are unemployed 

persons who never previously worked.  

The number of long-term unemployed 

(those jobless for 27 weeks or more) was 

little changed at 1.5 million in December 

and accounted for 22.9% of the 

unemployed cohort. The labour force 

participation rate, at 62.7%, was 

unchanged on the month and on the year, 

which is a positive because structural 

features like an ageing US population are 

pushing this number lower. The 

employment-population ratio was 

unchanged at 60.1% in December, but 

was up by 0.3 of a percentage point over 

the year. The number of persons 

employed part time for economic reasons 

(sometimes referred to as involuntary 

part-time workers) was essentially 

unchanged at 4.9 million in December, 

but was down by 639,000 over the year. 

These individuals, who would have 

preferred full-time employment, were 

working part time because their hours 

had been cut back or because they were 

unable to find a full-time job. In 

December, 1.6 million persons were 

marginally attached to the labour force, 

roughly unchanged from a year earlier. 

These individuals were not in the labour 

force, wanted and were available for 

work, and had looked for a job sometime 

in the prior 12 months. They were not 

counted as unemployed because they had 

not searched for work in the 4 weeks 

preceding the survey. Among the 

marginally attached, there were 474,000 

discouraged workers in December, little 

changed from a year earlier. Discouraged 

workers are persons not currently looking 

for work because they believe no jobs are 

available for them.  

At this juncture of the economic recovery, 

with unemployment so restrained, it will 

not be possible to generate the kind of 

monthly payrolls seen earlier in the 

recovery. Smoothing through hurricane-

related fluctuations, job gains averaged 

170,000 per month over the three months 

ending in November, well above 

estimates of the pace necessary to absorb 

new entrants to the labour force.  

The Fed expects that the job market will 

remain strong in the years ahead, with 

sustained job creation, ample 

opportunities for workers, and rising 

wages. The Fed also anticipates some 

further strengthening in labour market 

conditions in the months ahead even with 

an unemployment rate of 4.1%. But there 

is little doubt that the pace of job gains 

will moderate over time as the Fed 

gradually reduces the degree of monetary 

policy accommodation. This has to be so 

for otherwise the labour market could 

well overheat, intensifying the risk that 

monetary policy would need to tighten 
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abruptly at a later stage, jeopardising the 

economic expansion.  

We accordingly are going for payroll 

creation in the 165,000 to 175,000 range 

with private payroll creation of 

approximately 172,000. The 

unemployment rate should stay close to 

4.1%. Watch the labour participation 

rate. We expect this to hold at 62.7%, 

which will be a good outcome. The 

measure of average hourly earnings 

should rise to around 2.6%, a 

development which would support rate 

hike prospects in March. Again, look for 

some belated US dollar strength.   

17h00: University of Michigan January 

final US Consumer Sentiment Index  

The flash mid-January numbers were a 

little disconcerting. We have noted how 

this series is trailing that of the 

Conference Board. Consumer sentiment 

declined in the preliminary January index, 

to 94.4 in what was the softest showing in 

six months. We attribute some of the 

drop to uncertainty over the outcome of 

the tax reform legislation introduced by 

President Trump, as well as the looming 

shutdown of the Federal government. 

Weakness was seen in the current 

conditions component which fell more 

than 4.5 points to 109.2 for a 15-month 

low. This could point to somewhat lower 

January consumer spending, unless the 

sentiment number rises.  

We foresee a rise in the Index to 95.0. 

This will be treated in a neutral fashion 

by the market. 

Figure 4: US Consumer Sentiment over 10 

years (source: Trading Economics)  
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SOUTH AFRICA (source: Trading 

Economics) 

Tuesday January 30 08h00: South African 

December M3 Money Supply and Private 

Sector Credit 

South Africa's private sector credit rose 

6.45% from a year earlier in November, 

following 5.43% growth in October and 

beating market consensus for a more 

moderate 5.9% expansion. The annual 

increase was the strongest in private 

sector credit since May. But it was still 

well below the historical norm. Private 

sector credit in South Africa averaged 

13.93% from 1966 until 2017. Meantime, 

expansion in the broadly defined M3 

measure of money supply went up 6.61% 

year-on-year in November, after a 5.01% 

increase in October and was above 

expectations for a 6.5% gain. 

We expect a slight deceleration in private 

sector credit to an annual rate of around 

6.1%, which is still relatively strong in the 

context of recent months. We expect M3 

money supply to expand by around 6.0% 

in December, year-over-year.  

Wednesday January 31 14h00: SA Trade 

Balance for December and for calendar 

2017 

South Africa’s trade surplus increased to 

plus R13.02 billion in November from a 

downwardly revised plus R4.34 billion in 

October, and well above market 

expectations for a R1.3 billion monthly 

surplus. November was the highest 

monthly trade surplus since May 2016. 

Exports increased 11.5% to R116.1 billion, 

and in particular for precious metals and 

stones (+21%), and base metals (+19%), 

while imports went up 3.3% to R103.1 

billion, mainly in respect of animal and 

vegetable fats (+66%).  

South Africa’s main export partners 

included China (11% of total exports), the 

US (9.2%), Germany (6.7%), Japan (4.8%) 

and India (4.6%). The most important 

import partners included China (18.8% of 

total imports), Germany (11.3%), the US 

(5.8%), India (4.5%) and Saudi Arabia 

(4.5%). 

Considering the January to November 

period, exports increased 7.6% and 

imports remained unchanged, shifting the 

country's trade balance into a R64.74 

billion surplus from a R11.2 billion deficit 

in the corresponding period of 2016.  

We anticipate a R9 billion monthly 

surplus in December for an annual trade 

surplus of around R74 billion. Better 

terms of trade due to a stronger rand and 

higher commodity prices are doing much 

to narrow the current account deficit, 

which in turn is a major marker for the 

country’s economic well-being.  

We see the rand performing well on the 

day amid an improving political, 

governance and policy outlook, which 

has seen foreign investors aggressively 

chasing shares of domestically-focused 

SA companies. 

Thursday February 1 11h00: ABSA SA 

Manufacturing PMI for January 

This survey will provide a partial 

reflection of changing business attitudes 

in the wake of Cyril Ramaphosa’s victory 

at the December ANC Elective 

Conference.  

The ABSA Manufacturing PMI for South 

Africa declined to 44.9 in December from 

48.6 in the previous month. The reading 

pointed to a contraction in factory activity 

after four consecutive months of 

improvements off a low base, as new 

sales and business activity decreased 

sharply. The PMI remained stuck below 
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the neutral 50-point mark that separates 

expansion from contraction for a seventh 

straight month, ending the year with 

manufacturing activity deteriorating.  

If one looks at the GDP data it is clear that 

growth is not being driven by 

manufacturing at all, rather mining and 

metals due to higher commodity prices, 

the net trade effect, and the very rapid 

recovery in the agricultural and agri-

processing sectors due to the dissipation 

of drought effects.  

However, late in December the 

possibility of improved political, policy 

and economic prospects emerged after 

the outcomes of the ANC National 

Conference.  

The January PMI numbers might be too 

early to show the degree to which 

improved business sentiment has 

actually translated into intensified 

manufacturing activity on the ground, 

but we do anticipate an improvement to 

a PMI level of around 49.0, which at least 

will be a step in the right direction.  

Figure 5: ABSA SA Manufacturing PMI 

over 10 years (source: Trading 

Economics) 

 

13h30: January SA New Vehicle Sales 

Total Vehicle Sales in South Africa 

decreased to 40,636 in December from 

49,754 in November. We forecast a rise to 

above 46,000 in January.  

Gideon Pimstone  
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