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INTERNATIONAL OVERVIEW  
 

ONE STEP FORWARD 

 

News on the vaccine front remains finely balanced. Preliminary results from Israel, which has been leading the 

vaccine roll out, has shown very promising results on both critical illness and transmission. At the same time, 

the efficacy of the current vaccines against new strains or variants of the virus has been much lower than 

expected. Although the science allows for new formulations that can target the variants better, it does take time, 

which means the world continues to work hard to stay ahead of the evolving covid-19 virus.  

 

The oil price hit a 13-month high in February as a cold snap hit the United States. Texas, home to the Permian 

Basin, one of the largest petroleum producing areas in the world, experienced arctic temperatures, which 

resulted in a decline in oil production of an estimated 2 million barrels a day or a fifth of US refining output. This 

came after OPEC+ already tightened supply a month earlier. Gas production was also severely disrupted, 

leaving the grid with “rotating outages’ and customers without heating and power. 
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Equity markets across the globe strengthened, despite increased volatility towards month end. The S&P 500 

gained 2,8% over the month, with technology heavy Nasdaq delivering flat returns. Emerging markets gained a 

marginal 0,8%, while the MSCI World index added 2,6%, benefitting from strong US gains. In contrast, bond 

markets across most categories and regions were hard hit by increasing bond yields. In US dollar terms, the 

Barclays Global Aggregate Index declined by 1,7% while emerging market debt weakened by 2,6%. 

 

 

MANAGING EXPECTATIONS 

 

Manufacturing production around the world has remained resilient, despite continued measures of restriction 

and supply chain disruptions. This has helped mitigate the impact from weaker services sectors and is one of 

the reasons for more robust economic data in the last months of 2020. Notably, China’s fourth quarter GDP 

exceeded expectations, leaving the country with 2020 economic growth in positive territory at 2,3%. 

 

Index total returns in USD (%) February YTD 12-m 

Dow Jones Industrial 30 3,4 1,4 24,4 

S&P 500 2,8 1,7 31,3 

NASDAQ 100 0,0 0,3 53,8 

FTSE 100 3,4 3,1 10,9 

CAC 40 5,5 2,1 21,5 

DAX 30 2,5 -0,3 28,1 

NIKKEI 225 2,9 2,3 41,3 

Hang Seng 2,4 6,4 14,7 

MSCI World 2,6 1,6 30,0 

MSCI Emerging Markets 0,8 3,9 36,5 

FTSE/JSE All Share 5,2 8,0 38,3 

MSCI SA South Africa 2,9 5,7 28,5 
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Resilient manufacturing has supported higher commodity prices, while an improvement in global activity, 

alongside supply constraints, has driven the oil prices close to pre Covid-19 levels, translating into higher fuel 

prices. Vaccine rollouts and fiscal support have also spurred confidence and in some cases improved consumer 

spending. In January, US retail sales recorded its strongest gain in 7 months. More seem to be on the cards, if 

President Biden gets his stimulus plans passed.  

 

It is therefore unsurprising that global bond markets have started pricing for economic recovery, but also a 

picture of reflation or increasing inflation - both from a low base created by 2020. The pace of change has been 

rapid and has accelerated sharply over the last month. 

 

 
Source: Refinitiv 

 

 

The US 10-year bond yield briefly traded above 1.6% in February, having started the year at 0.9%. Future 

inflation expectations are being priced in excess of 2%. These moves tend to spill over into global bond markets. 

Central banks have cautioned that economic repair is still underway, and inflation is set to moderate after 

peaking in mid-2021 due to base effects. The risk of rising inflation will likely remain as prominent as the volatility 

it is creating in markets. 

 

DOMESTIC OVERVIEW  
  

MARKET PERFORMANCE (ZAR) 
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Index total returns in ZAR (%) February YTD 12-m 

All Share 5,9 11,4 33,2 

Preference Share Index -1,2 -0,2 -7,2 

All Bond 0,1 0,8 8,3 

Inflation Linked Bonds 1,8 3,9 7,8 

Cash 0,3 0,6 4.8 

 

Top 40 6,0 11,7 36,1 

Mid Cap 3,1 5,8 7,4 

Small Cap 8,4 12,6 30,4 

Resource 10 11,7 17,2 66,4 

Industrial 25 2,0 10,6 32,3 

Financial 15 4,4 1,2 -6,0 

SA Listed Property 8,6 5,1 -15,7 

Best Sectors 

Fixed Line Telecoms 21,4 33,2 59,1 
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A BALANCING ACT 

 

The 2021 State of the Nation Address (SONA) sought to balance immediate challenges from the pandemic with 

the difficult task of reviving an economy that was already in dire straits going into the crisis. Rather than reiterate 

the long list of reforms required to change the economic trajectory, the speech focused on the four most critical 

economic reform priorities. While the focus was welcomed, execution remains the key demand from 

stakeholders. Naturally and most pressing, more information on the vaccine procurement and rollouts were high 

on everyone’s priority list, with questions of how these would be funded. 

 

The 2021 National Budget walked an equally tight rope, balancing the need to support while demonstrating fiscal 

prudence. A combination of higher commodity prices and a decent economic recovery over the latter half of 

2020, left the Finance Minister with circa R100bn of additional revenues relative to the Medium-Term Budget 

estimates. While the deficit and debt ratios are still well in excess of comfortable levels, the outcome of the 

National Budget was better than the market expected and allowed the funding of vaccines and extended COVID 

relief measures without additional direct taxes outside of the usual increases in the fuel levy and excise duties. 

The Rand and local markets gained in the aftermath, although the headwinds from global bond yields erased 

much of this windfall by month end, with the All Bond Index returning only 0,1% in February. Inflation linked 

bonds benefitted from the prospects of reflation, returning 1,8% over the month.  

 

Local risk assets continued in strength. The FTSE/JSE All Share Index gained 5,9%, benefitting from strong 

performance from the resources sector (11,7%). All subsectors delivered positive results, with the platinum 

sector up 19,2%, except for the gold miners, which declined by 16,3% over the month. The Small Cap index 

returned 8,4% relative to headline numbers from the Mid Cap stocks (3,1%) and the Top 40 (6,0%). The property 

sector recovered by a healthy 8.6% in February, with strong performance from Capco (26,0%) and Redefine 

(24,3%).  

 

On the last day of the month, President Ramaphosa announced the progression to alert level 1 and procurement 

of a further 2 million doses of the Johnson & Johnson vaccine, bringing the total amount secured from J&J to 11 

million doses. This comes a day after the company received emergency-use authorisation for their vaccine from 

the FDA. A step forward for the country’s SONA goal to “defeat the coronavirus pandemic”. 

 

ECONOMIC INDICATORS 

Electronic & Electrical 20,1 33,0 -11,5 

Platinum 19,2 19,0 103,1 

Worst Sectors 

Gold Mining -16,3 -12,0 20,6 

Non-life Insurance -8,8 -4,8 0,1 

Support Services -8,7 23,9 56,9 

Economic indicators Month Latest Previous 

CPI (y/y) January 3,2 3,1 

PPI (y/y) January 3,5 3,0 

Repo rate February 3,5 3,5 

 

GDP (q/q, annualised) 2020 Q3 66,1 -51,7 

GDP (nsa, y/y) 2020 Q3 -6,0 -17,5 

PSCE (y/y) January 3,3 3,6 

M3 (y/y) January 9,2 9,5 

Net reserves (US$bn) January 52,0 52,0 

Trade balance (Rbn) January 11,8 33,1 

Current a/c (% GDP) 2020Q3 5,9 -2,9 

 

Manufacturing production (Y/Y) December 1,8 -3,5 
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Source: Bloomberg, Refinitiv 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

DISCLAIMER 

 

Nedgroup Collective Investments (RF) Proprietary Limited administers the Nedgroup Investments unit trust portfolios and is authorised to 

do so as a manager in terms of the Collective Investment Schemes Control Act. Collective Investment Schemes (unit trusts) are generally 

medium to long-term investments. The value of participatory interests (units) or the investment may go down as well as up and past 

performance is not necessarily a guide to future performance. Nedgroup Investments does not guarantee the performance of your 

investment and the investor will carry the investment and market risk, which includes the possibility of losing capital. Collective Investment 

Schemes are traded at ruling prices and can engage in borrowing and scrip lending. A schedule of fees and charges and maximum 

commissions is available on request from Nedgroup Investments. Certain Nedgroup Investments unit trust portfolios apply a performance 

fee. For the Nedgroup Investments Flexible Income Fund and Nedgroup Investments Stable Fund, it is calculated daily as a percentage 

(the sharing rate) of total positive performance, with the high watermark principle applying. For the Nedgroup Investments Bravata World 

Wide Flexible Fund it is calculated monthly as a percentage (the sharing rate) of outperformance relative to the fund’s benchmark, with the 

high watermark principle applying. All performance fees are capped per portfolio over a rolling 12-month period. Certain Nedgroup 

Investments unit trust portfolios include international assets, whereby a change in the exchange rates may cause the value of those 

investments to rise and fall. The Nedgroup Investments money market portfolios aims to maintain a constant price (e.g. R1.00) per unit. A 

money market portfolio is not a bank deposit. The total return to the investor is made up of interest received and any gain or loss made on 

any particular instrument and that in most cases the return will merely have the effect of increasing or decreasing the daily yield, but in an 

extreme case it can have the effect of reducing the capital value of the portfolio. The yield is calculated using an annualised seven day 

rolling average as at the relevant dates provided for in the fund fact sheet. Excessive withdrawals from the portfolio may place the portfolio 

under liquidity pressures and that in such circumstances a process of ring-fencing of withdrawal instructions and managed pay-outs over 

time may be followed. A fund of funds is a portfolio that invests in portfolios of collective investment schemes, which levy their own charges, 

which could result in a higher fee structure for the fund of funds. A feeder fund is a portfolio that invests in a single portfolio of a collective 

investment scheme, which levy its own charges, which could result in a higher fee structure for the feeder fund.    

  

Please note that Nedgroup Collective Investments (RF) Proprietary Limited is not authorised to and does not provide financial advice. This 

presentation is of a general nature and intended for information purposes only. It is not intended to address the circumstances of any investor 

and cannot be relied on as legal, tax or financial advice, either express or implied. Whilst we have taken all reasonable steps to ensure that 

the information in this document is accurate and current on an ongoing basis, Nedgroup Investments shall accept no responsibility or liability 

for any inaccuracies, errors or omissions relating to the information and topics covered in this presentation. Nedgroup Collective Investments 

(RF) Proprietary Limited is a member of the Association for Savings & Investment SA (ASISA). 

ABSA Manufacturing PMI February 53,0 50,9 

IHS Markit South Africa PMI February 50,2 50,8 

SACCI Business Confidence Index January 94,5 94,3 

Retail sales (constant, y/y) December -1,3 -4,0 

Vehicle sales (y/y) January -13,3 -13,9 


