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Talking Points



AgendaHistoric Asset Class Returns 

Total Returns (ZAR) – As of 31 December 2020

Source: Morningstar



AgendaHistoric Asset Class Returns 

Source: Morningstar

Total Returns (USD) – As of 31 December 2020
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Despite Significant Event Risks 
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It was a Banner Year for Financial Markets

A Banner Year for Financial Markets
Most major asset classes reached the end of 2020 with solid total returns

Stocks vs. Bonds
Equities have gone on to hit records — but they still haven’t done as well as bonds.

Source: Bloomberg
Source: Bloomberg
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2020’S Winning Trades

The COVID-19 Trade
Stay at home business models vs. entertainment & leisure

Bricks to Clicks 
Online shopping a beneficiary of C-19 

Source: BloombergSource: Bloomberg



A Spectacular Recovery
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Final Scorecard for 2020

Source: Investing.com, 31 December 2020



Agenda2020 Review: Offshore Markets

Source: Goldman Sachs, Bloomberg 

MSCI World Index Sector Returns – 31 Dec 2020

S&P 500 Index Sector Returns  - 31 Dec 2020 US Fixed Income Maturity and Quality Returns

European Fixed Income Maturity and Quality Returns



Agenda2020 Review: Local Markets

FTSE/JSE Sector Returns

Source: Bloomberg 



AgendaYear-to-date Review: Local Markets

FTSE/JSE Sector Returns

Collectively = +12,89% 2020 return (Alsi: +4,07% YTD)

All Share Index 5 Largest Companies: 49,30% combined weight

Index 

Weight: 

17,4%

YTD 

Return: 

+31,80%

Index 

Weight: 

9,1%

YTD 

Return: 

+19,69%

Index 

Weight: 

11,2%

YTD 

Return: 

+17,98%

Index 

Weight: 

8,2%

YTD 

Return: 

+21,60%

Index 

Weight: 

3,4%

YTD 

Return: 

+52,39%

Source: JSE, Bloomberg 



Macroeconomics



Still a Deep Global Recession
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2021 Global Economic Recovery

Sources: IMF, and the World Economic Outlook

Upgraded forecasts for advanced economies and China, 
downgrade for emerging markets

Uneven Recoveries

Growth is projected to rebound to 5.2% in 2021 

Sources: IMF, and the World Economic Outlook

Whilst a deep recession is still forecast, there has been an 
upward revision.



Latest World Economic Outlook Growth Projections
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2021 Global Economic Recovery

Sources: IMF, and the World Economic Outlook



UK COVID-19 Cases
The 3rd wave has been far more severe
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Covid-19: New Variants a Concern

Sources: Bloomberg

UK COVID-19 Cases
Early data suggesting that new variant isn’t necessarily more deadly.

▪ A more-easily spread variant of the novel coronavirus first spotted in the U.K. has landed in multiple U.S. locations, including New York

▪ In Britain, Prime Minister Boris Johnson ordered a full return to lockdown as the nation’s healthcare system buckles.

▪ There is also another coronavirus variant, this one having emerged in South Africa.

▪ Both new variants appear to be more infectious than previous mutations.



Cumulative Incidence Curves for the First COVID-19 Occurrence After Dose 1 of 

the Pfizer/BioNTech Vaccine
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Covid-19: Vaccine Optimism 

Source: FDA, Deutsche Bank 
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Stimulus Still In Play

Source: Oxford Economics, Haver Analytics. October 2020

Growing budget deficits indicate 

willingness to support
Budget deficit as a % of GDP

U.S. Inflation & Unemployment 
For rates to rise, average U.S unemployment needs to be below 4% and 
average inflation above 2% - this has only happened twice in 50 years 

Sources: Source: Haver, GSAM. As of 16 September 2020

▪ $120 billion Fed purchases of Treasury bonds and mortgage-backed securities per month.

▪ U.S. Congress approved a nearly $900bn emergency spending bill to tackle to the COVID-19 pandemic in late Dec 2020.
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Fed Intervention: Weaker USD 

Sources: Bloomberg Sources: Bloomberg

Trade Weighted Dollar
The US Dollar is nearing its lowest level since 2014

Weaker USD is Good for EM
A strong correlation exists between the USD 

and emerging market equities
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Emerging Markets 

Sources: CLSA, Bloomberg, U.S. Global Investors Sources: BlackRock Investment Institute, with data from Refinitiv Datastream, September 2020. 

But Not All Emerging Markets 
Are Equal

China and the rest of Asia have outperformed 

Emerging Markets Are Set 
for a Structural Breakout 

MSCI Emerging Market Index, Dec 1987 – Dec 2020
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Market Complacency 

Banking Stocks Have Recovered 
Banking stocks were decimated during C-19 Crash in 2020

U.S. Savings Rate
Pent-Up Demand quickly unwinding

Sources: Bloomberg
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Market Complacency 

Three Decade Relative Low
Bonds have not been less volatile relative to stocks in 3 decades

Bond Volatility at Historic Lows
Bond and equity volatility part ways

Sources: Bloomberg

▪ With nominal yields staying stubbornly low (below 1%) whilst inflation expectations have increased in recent months, real yields have

remained historically low.

▪ Such low bond yields allow stocks to keep rising, and also let them exhibit unusually high volatility, to reflect the risks that still abound, without

undermining the overall positive environment.



UNITED STATES

The U.S. economy expanded by an annualised 33.4% in Q3 

2020. It is the biggest expansion ever, following a record 

31.4% plunge in Q2, as the economy rebounds from the 

coronavirus pandemic. The upward revision primarily 

reflected larger increases in personal consumption 

expenditures and non-residential fixed investment.

However, GDP is still 3.5% below its pre-pandemic level. 

Congress approved a new $892 billion aid package late in 

December. It includes $600 payments to most Americans, a 

$300-per-week unemployment benefit.



Source: Trading Economics, 7 Jan 2021

U.S. expectations for now are:

:

UNITED STATES

Overview Actual Q1 Q2 Q3 Q4 2022

GDP Growth Rate (%) 33.40 1.5 2.5 2.9 1.7 1.7

GDP Annual Growth Rate (%) -2.80 2.3 3.4 3.7 3.8 2

Unemployment Rate (%) 6.70 6.8 6.5 6.5 6.5 4.4

Inflation Rate (%) 1.20 1.4 1.1 1.3 1.5 1.6

Interest Rate (%) 0.25 0.25 0.25 0.25 0.25 0.25

Government Debt to GDP (%) 106.90 125 125 125 125 122

Business Confidence (points) 60.70 55 53 51 53.4 53.4

Services PMI (points) 54.80 56.1 54 52 50.5 50.8

Manufacturing PMI (points) 57.10 54 52 51 50 51

Non Manufacturing PMI (points) 55.90 50 51 51 50 52

Consumer Confidence (points) 80.70 95 90 82 88 95

Retail Sales MoM (%) -1.10 1.7 0.3 0.4 2.4 2.4

3rd Wave: Daily new confirmed COVID-19 cases
Rolling 7-day average

Source: John Hopkins University CSSE COVID-19 Data – 7 January 2021, Official data collated by Our World in Data



UNITED STATES

Source: Trading Economics, 7 January 2021

Inflation Rate Retail Sales

Business Confidence Consumer Confidence



EUROPE

The Eurozone economy grew by 12.5 percent in the three months to 

September 2020, recovering from a record slump of 11.7 percent in 

the previous period. It was the steepest pace of expansion since 

1995, boosted by a rebound in activity and demand as lockdowns 

were gradually lifted. Year-on-year, GDP shrank by 4.3 percent.

Manufacturing PMI rose to 55.2 in December 2020. This was the 

strongest growth in factory activity since May 2018, as new 

orders rose for the sixth month in a row and new export orders 

increased. Confidence about the coming 12 months improved to 

the highest level in nearly three years as optimism rose that conditions 

would be closer to normal by the end of 2021. 



Source: Trading Economics, 7 January 2021

Euro Area expectations for now are:

EUROPE

2nd Wave: Daily new confirmed COVID-19 cases
Rolling 7-day average

Source: John Hopkins University CSSE COVID-19 Data – 7 January 2021, Official data collated by Our World in Data

Overview Actual Q1 Q2 Q3 Q4 2022

GDP Growth Rate (%) 12.50 -2.7 3.8 2 1 0.6

GDP Annual Growth Rate (%) -4.30 -2.8 12.6 7.5 4 2.3

Unemployment Rate (%) 8.40 9.4 9.7 9.6 9.5 8.8

Inflation Rate (%) -0.30 0.6 1.3 1.2 1.4 1.7

Interest Rate (%) 0.00 0 0 0 0 0

Government Debt to GDP (%) 77.60 98 98 98 98 92

Business Confidence (points) -0.41 -0.3 0.5 0.3 -0.1 0.2

Manufacturing PMI (points) 55.20 51 54 53.2 52 52

Services PMI (points) 46.40 50 53.6 52.5 51 51

Consumer Confidence (points) -13.90 -14 -10 -11 -12 -8

Retail Sales MoM (%) -6.10 1 0.9 -0.6 0.6 0.6



EUROPE

Source: Trading Economics, 7 January 2021

Consumer Confidence Business Confidence

Manufacturing PMI Services PMI



UNITED KINGDOM

UK GDP expanded 16 percent in the three months to September 

2020, supported by a recovery in private consumption, 

government consumption and the easing of lockdown 

restrictions in the third quarter. Still, the level of UK GDP in the 

third quarter was 8.6 percent below its pre-pandemic level.

Boris Johnson and Ursula von der Leyen, were able to announce a 

Brexit deal on Christmas Eve. 

Prime Minister Johnson announced on 4 Jan that England will go 

into a new national lockdown to try to slow a surge in Covid-19 

cases that threatens to overwhelm parts of the health system before a 

vaccine program reaches a critical mass.



Source: Trading Economics, 7 January 2021

United Kingdom expectations for now are:

UNITED KINGDOM

Overview Actual Q1 Q2 Q3 Q4 2022

GDP Growth Rate (%) 16.00 -2.6 2.1 1.6 1 0.5

GDP Annual Growth Rate (%) -8.60 -4.8 17.5 7.5 3.2 2

Unemployment Rate (%) 4.90 7.8 8.1 7.9 7.4 5.5

Inflation Rate (%) 0.30 0.9 1.6 1.5 1.9 1.7

Interest Rate (%) 0.10 0.1 -0.1 -0.1 -0.1 -0.1

Government Debt to GDP (%) 80.70 110 110 110 110 112

Business Confidence (points) 0.00 -8 -10 -16 -8 -6

Services PMI (points) 49.40 51 54 53.2 52 52.9

Manufacturing PMI (points) 57.50 51.2 55 53.6 52 52.6

Consumer Confidence (points) -26.00 -16 -14 -16 -14 -10

Retail Sales MoM (%) -3.80 1 -1.6 -0.8 0.6 0.6

3rd Wave: Daily new confirmed COVID-19 cases
Rolling 7-day average

Source: John Hopkins University CSSE COVID-19 Data – 7 January 2021, Official data collated by Our World in Data



JAPAN

The Japanese economy advanced a record 5.3 percent in the 

three months to September of 2020. Private consumption 

rebounded firmly (5.1 percent vs -8.3 percent in Q2) while public 

spending rose at a faster pace (2.8 percent vs 0.3 percent). Net 

trade contributed positively to growth, as exports increased 7.0 

percent (from -17.1 percent in Q2) while imports dropped 8.8 

percent (from 1.4 percent in Q2).

On the 2nd of Jan, Gov. Yuriko Koike asked the central 

government to declare a new state of emergency as the country 

battles a third wave of the coronavirus, with record numbers 

of new cases.



JAPAN

Source: Trading Economics, 7 January 2021

Japanese expectations for now are:

Overview Actual Q2 Q3 Q4 Q1 2021

GDP Growth Rate (%) 5.30 0.9 1.5 0.6 0.5 0.5

GDP Annual Growth Rate (%) -5.80 2 8.5 4 2.6 2

Unemployment Rate (%) 2.90 3 2.8 3 3.1 3.2

Inflation Rate (%) -0.90 0.2 0.6 0.4 0.3 0.7

Interest Rate (%) -0.10 -0.1 -0.1 -0.1 -0.1 -0.1

Government Debt to GDP (%) 236.60 255 255 255 255 260

Business Confidence (points) -10.00 -2 2 4 5 10

Manufacturing PMI (points) 50.00 50.5 50 51 51 50.5

Services PMI (points) 47.70 51.6 51 52 51.9 51.6

Consumer Confidence (points) 31.80 40 42 43 42 42

Retail Sales MoM (%) -2.00 0.8 1.2 0.3 0.7 0.6

3rd Wave: Daily new confirmed COVID-19 cases
Rolling 7-day average

Source: John Hopkins University CSSE COVID-19 Data – 7 January 2021, Official data collated by Our World in Data



CHINA

The Chinese economy advanced 4.9% yoy in Q3 2020. There are 

signs that the expansion is also extending to consumption after a 

state-backed industrial recovery. Retail sales rose 3.3% yoy in 

September, the highest reading so far this year. Industrial production 

went up 6.9%, also the biggest gain in 2020. For the first nine months 

of the year, the economy expanded 0.7%, recovering all the ground it 

lost in the first half.

Rising global demand for medical equipment and work-from-home 

technology has been boosting exports while government support 

including more fiscal spending, tax relief and cuts in lending rates and 

banks' reserve requirements has also helped to boost the recovery. 

StrategiQ Capital (Pty) Limited is an authorised financial services provider (FSP Licence No: 46624) 



CHINA

Source: Trading Economics, 7 January 2021

China’s expectations for now are:

Overview Actual Q2 Q3 Q4 Q1 2021

GDP Growth Rate (%) 2.70 1.6 1 1.1 1.3 1.3

GDP Annual Growth Rate (%) 4.90 6.7 5.1 5.3 5.6 5.9

Unemployment Rate (%) 5.20 5.5 5.4 5.4 5.1 5.2

Inflation Rate (%) -0.50 0.5 1.9 2.2 1.9 1.9

Interest Rate (%) 3.85 3.85 3.85 3.85 3.85 3.85

Cash Reserve Ratio (%) 12.50 12.5 12.5 12.5 12.5 12.5

Government Debt to GDP (%) 52.60 65 65 65 65 70

Business Confidence (points) 51.90 51 51.7 52 52 52

Services PMI (points) 56.30 53 52.9 53 52.2 51.5

Non Manufacturing PMI (%) 55.70 51.5 50.4 51 53 52.9

Manufacturing PMI (points) 53.00 52 50 52 50.7 50.7

Consumer Confidence (points) 124.00 128 124 124 120 120

Retail Sales MoM (%) 1.31 0.8 0.4 0.3 0.3 0.5

“No Wave”: Daily new confirmed COVID-19 cases
Rolling 7-day average

Source: John Hopkins University CSSE COVID-19 Data – 7 January 2021, Official data collated by Our World in Data



Source: Trading Economics, 7 January 2021

Manufacturing PMI Non-Manufacturing PMI

Business Confidence Consumer Confidence

CHINA



Global Investment Themes



Vaccine-led Recovery

• At least 8 countries have begun or granted approval for vaccinating their people

against the virus.

• Britain was the first to approve the shot for emergency use on December 3, followed

by Canada on December 9 and the US Food and Drug Administration (FDA) on

December 11.

• Apart from Pfizer, Moderna became a close second in many countries after it

released a full data analysis for a late-stage trial on November 30 showing a 94.1 per
cent efficacy rate for its vaccine.



Stimulus

• Democrats and Republicans have reached agreement on another round of

pandemic aid, including direct payments to Americans, jobless benefits and funds

for businesses and vaccine distribution.

• The agreement is expected to provide $600 stimulus payments to millions of

American adults earning up to $75,000.

• It would revive lapsed supplemental federal unemployment benefits at $300 a week

for 11 weeks — setting both at half the amount provided by the original stimulus

law.

• The measure would also provide more than $284 billion for businesses and revive

the Paycheck Protection Program, a popular federal loan program for small

businesses.



Brexit

• Boris Johnson and Ursula von der Leyen, the European commission leader, were able

to announce completion of the nine months of trade and security negotiations on

Christmas Eve.

• The deal contains new rules for how the UK and EU will live, work and trade together.

• What we do know is that it means:

o No taxes on each other's goods when they cross borders (known as tariffs)

o No limits on the amount of things which can be traded (known as quotas)

• Both sides are relieved there is a deal, but people and businesses don't have much

time to prepare for the changes starting on 1 January.

• The deal commits both sides to upholding their environmental, social, labour and tax

transparency standards to make sure they don’t undercut each other.

© Statista 2020



Rates to remain “lower for longer”

• The last year has seen a dramatic shift down in interest rates for much of the

developed world.

• The Federal reserve has indicated that for rates to rise in the U.S., average

unemployment needs to fall below 4% and average inflation above 2% - this has

only happened twice in 50 years.

• Combining the Federal Reserve’s liquidity injections, zero (%) interest rate policy

(ZIRP) and new backstop lending facility tools taken out of the Fed’s toolbox; with

fiscal relief, including the CARES Act; the total stimulus amounted to more than 40%

of GDP and caused a surge in money supply.

Sources: Source: Haver, GSAM. As of 16 September 2020



USD Weakness

• The U.S. dollar is the world’s reserve currency and the most traded currency in global

currency markets.

• The Federal Reserve’s response to the COVID-19 crisis resulted in significantly

narrowing the gap between US interest rates and those in other major countries.

• Also when the global economy is healthy, we can expect the dollar to weaken, this

coupled with a Biden presidency which is expected to deliver a bipartisan coronavirus

stimulus package early in the new year (more money printing) should keep a lid on

the greenback.

• A cheaper dollar makes life much easier for emerging markets that have borrowed in

dollars, and eases the existence of big U.S. multinationals.



Emerging Markets to Perform

• Emerging-market assets embed a combination of cyclicality, commodity exposure,

China sensitivity and pockets of deep value, all of which could be in favour through

the course of 2021.

• The MSCI emerging markets index currently trades at a multiple of 13.7. Its median

over history is 14.9, according to the asset allocation site kept by Research Affiliates

LLC, emerging markets look attractively priced.



ESG Investing

• President-elect Biden has intimated that he will re-join the Paris Accord on Climate

Change, making the accord once again 100% unanimous globally.

• ESG (environmental, social and governance) investing is fast becoming a global

trend.

• The outperformance of ESG investment themes has coincided with COVID-19 and

a desire to solve some of the world’s most critical needs, including:

o Climate change – investing in areas such as clean energy (particularly

battery technology and electrification), water and waste management

o Healthcare and people - investing in areas such as oncology and cyber

security.

• The current shareholder model of capitalism is likely to be replaced by a more

aligned “stakeholder” model .



Global Outlook

▪ Central banks are very powerful. They can’t cure viruses and they can’t create jobs, but they can boost confidence and move markets - this

has been a policy led recovery (and not an economic recovery yet).

▪ Expectations are for an accelerated economic recovery in 2021 as rapid vaccine programs are rolled out across the globe.

▪ The Fed and major central banks have made it clear that rates will remain low for a very long time.

▪ Sovereign yields are at historical lows – forcing investors to “risk up”. Equities and alternatives are beneficiaries of low yields.

▪ Whilst it is not a base case expectation, higher inflation a major risk to the status quo. COVID-19 variants are also an unknown risk.

▪ Some of the more widely expected outcomes for 2021 include (1) a weaker U.S. Dollar caused by Federal Reserve monetary intervention,

(2) emerging markets outperforming developed markets as growth is likely to be stronger and valuations more attractive in emerging

markets; and (3) active management potentially outperforming passive index funds after a decade of underperformance .

▪ A greater dispersion in returns across markets and asset classes, requiring investors to focus on fundamentals of individual

companies and sectors for results.

▪ Covid-19 has also accelerated already present trends in markets including inequality through the “K-shaped” recovery, conflict between

generations and countries; and reinformed the importance of sustainability – ESG is here to stay.

▪ To this end, we are advocating a measured approach to portfolio positioning across all of our strategies.



South African Landscape 



SOUTH AFRICA

South Africa's economy grew by an annualised 66.1 percent 

in the third quarter of 2020, with manufacturing, trade and 

mining being the biggest drivers of growth following the easing 

of COVID-19 lockdown restrictions. Despite the rebound, the 

economy is still 5.8 percent smaller than it was at the end of 

2019. 

President Ramaphosa has reintroduced more stringent 

lockdown measures including a national curfew and the 

banning of alcohol sales as a 2nd wave (and new variant) of 

Covid-19 cases is playing out in South Africa.



SOUTH AFRICA

South Africa’s expectations for now are:

Source: Trading Economics, 7 January 2021

Overview Actual Q2 Q3 Q4 Q1 2021

GDP Growth Rate (%) 66.10 1.7 2.5 1.4 2.6 2.3

GDP Annual Growth Rate (%) -6.00 2 14 2.7 3.5 2.4

Unemployment Rate (%) 30.80 29 27 27.4 27.1 27

Inflation Rate (%) 3.20 3.2 4.3 3.8 4.2 4.4

Interest Rate (%) 3.50 3.5 3.5 3.75 4 4

Government Debt to GDP (%) 62.20 83 83 83 83 86

Business Confidence (points) 40.00 30 32 28 32 35

Manufacturing PMI (points) 52.60 49.7 51.6 52 51.4 51.7

Consumer Confidence (points) -12.00 23 18 10 7 9

Retail Sales MoM (%) -0.20 1 -0.7 2.3 -2.4 2.2

2nd Wave: Daily new confirmed COVID-19 cases
Rolling 7-day average

Source: John Hopkins University CSSE COVID-19 Data – 7 January 2021, Official data collated by Our World in Data
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South Africa Relative to Emerging Markets

Source: Bloomberg

Economic Indicators
South Africa’s relative economic indicators are weak.
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South Africa Relative to Emerging Markets

Source: Bloomberg

Market Indicators
South Africa’s real interest rate remains a standout.
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The Rand(om)

▪ After looking relatively cheap in 2020, it quickly moved towards “fair value” (and beyond) in Q4 2020.

▪ Stronger commodity prices and relative attractiveness of emerging markets a tailwind for the rand against weak economic fundamentals.

The rand relative to the US Dollar over 25 Years
The rand quickly moved towards “fair value” in the 4th quarter of 2020

Source: Trading Economics, 7 January 2020



South African Outlook

▪ Stronger commodity prices resulting from fiscal stimulus programs across the globe to benefit South Africa.

▪ South Africa’s fundamentals however remain weak, with government spending relative to tax collection under severe pressure

- this is not sustainable.

▪ Eskom also continues to be a headache for the country’s economy.

▪ After looking cheap mid-year, the rand has quickly moved to “fair value” (and beyond) in Q4 2020 - Fair Value R/$ 15.00 – 16.00.

▪ New COVID cases have increased to first-wave levels, with the recent uptick possibly due to higher transmission rates of a COVID

mutation (called 501Y.V2 and thought to have originated in the country). As a result, South Africa moved from 'level 1' to 'adjusted

level 3' on December 29th with more stringent lockdown measures expected.

▪ The SARB has cut interest rates by 350 bps since the start of its rate cutting cycle. The “2nd wave” may see the SARB to cutting

further.

▪ President Ramaphosa’s campaign to route out corruption within the ANC continues to gain momentum.

▪ SA’s real yield remains attractive for global investors (search for yield).



MARKET RISKS



Market Risks
Risk Rating

1 2 3 4 5

COVID-19 Variants 5 

U.S. Political Risk 3

Global Inflation 2

Vaccine Inequality 3

SA Recovery 4

SA Debt Crisis 3



ASSET ALLOCATION



Global Asset Allocation
Q1 

2021

Q4 

2020
Comments

Offshore Equity N

We expect a cyclical upswing in economic activity in 2021 which will be supportive of company earnings. However,

markets have already partially priced this in with valuation multiples looking expensive. Importantly though, this view

needs to be measured in relation to extremely accommodative conditions with record amounts of stimulus in the global

financial system, providing an underpin to equities. We are relatively more constructive on emerging market equities over

developed market equities given more attractive valuations. We also anticipate some US dollar weakness primarily as a

result of additional USD supply which has historically been supportive of emerging markets. Within developed markets,

U.S. equities remain our preferred region.

Offshore Property N N

An anticipated cyclical upswing in economic activity in 2021 together with attractive valuation multiples are reasons to be

positive on the global property sector. However, given the sector’s strong correlation to C-19, with recent developments

of countries going into a second lockdown, together with unclear longer-term “work from home” trends we remain

tactically neutral the sector in the first quarter of 2021.

Offshore Fixed Income
With nominal yields staying range bound, but real yields declining amid rising inflation expectations, we remain

underweight sovereign debt. We still prefer credit, albeit credit spreads have compressed in recent months. In this

globally low yield environment, we also favour emerging market debt and inflation-linked bonds.

Offshore Cash
Given that sovereign yields are near zero, the opportunity cost of holding cash has decreased and provides greater

flexibility to purchase risky asset classes should markets face a drawdown.

OFFSHORE MARKETS

Underweight Moderately

overweight

Moderately

underweight
OverweightNeutral

N



SA Asset Classes
Q1 

2021

Q4 

2020
Comments

SA Equity N

We downgrade our view on SA equity to neutral after a strong Q4 performance from the SA Inc. segment of the market.

The SA economic outlook remains extremely challenging with starved growth and escalating government debt. Overall,

local equity valuations require economic growth to further unlock value which we struggle to see. We prefer resource

and select industrial shares that are likely to benefit from a global upswing in 2021 over SA Inc. companies.

SA Fixed Income
SA government bonds offer good relative value with real yields in excess of >300bps in hard currency which can't be

ignored if the carry trade remains relevant for SA bonds. We are less constructive on SA credit.

SA Cash
With the South African Reserve Bank cutting interest rates by 350 bps this year to 63-year lows, the positive real return

opportunity in cash-like strategies has been eroded away. After costs, cash-like investments now carry a negative real

return.

SA Listed Property N N

The South African listed property market screens extremely cheap. However, the impacts of C-19 has had a

devastating impact on the sector over the short-to-medium term, both from an occupancy and rental escalation

perspective. The South African landscape equally had excess supply even before lockdown disrupted the economy.

The attractive bottom-up long-term opportunity needs to therefore be considered against the macro headwinds

currently facing the sector.

Preference Shares
In a low yield environment, preference shares offer an attractive yield and favourable tax treatment. The majority of the

sector is also trading at meaningful discounts to their par values and the SARB has indicated that the rate cutting cycle

may have bottomed.

$/R (+ for ZAR strength) N

The potential for short-term rand strength to be driven by a weakening U.S. trade-weighted dollar and positive emerging

market momentum was quickly priced into the rand in the 4th quarter of 2020, driving our view to be marginally under-

weight the rand. Economic and structural challenges facing the South African economy remain a headwind to the rand

longer-term (+12 months).

LOCAL MARKETS

Underweight Moderately

overweight

Moderately

underweight
OverweightNeutral

N
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