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INTERNATIONAL OVERVIEW  
 

WEAK DATA, STRONG MARKETS 

 

The impact of the current health crises continues to permeate throughout the world, with global activity indicators 

deteriorating as the various stages of lockdown persists globally. Purchasing Manager’s Index (PMI) numbers 

reached historic lows, unemployment reached record highs and Q1 GDP figures for the US, China and Eurozone 

provided a sobering glimpse of the state of the world’s major economic hubs.  

 

Markets were however buoyed by fiscal support and liquidity from policy makers, a stabilisation of daily global 

infection rates, partial reopening of several countries and an antiviral drug that showed promise. The S&P 500 

rallied by +12.8% over the month, recovering some of the previous month’s losses and bringing the 12 month 

returns into positive territory at +0.9%. The MSCI World Index ended the month up +11.0%, while emerging 

markets gained +9.2%. This hides wild swings in risk sentiment as markets tried to look through the fog of near-

term disruption. 
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STORAGE WARS 

 

In early April, oil producers (OPEC+) agreed to cut production by a historic 10 million barrels a day, equivalent 

to an average of 10% of annual supply. This did little more than provide a floor for the oil price against a collapse 

in global demand and a lack of storage capacity. Indeed, these dynamics would also be the cause for another 

unprecedented moment in the oil markets. On 20 April, the price of the first futures contract for WTI crude 

plunged into negative territory, reaching a  

 

record low of -$40.32. The nearing expiry date for the US benchmark contracts, which require physical delivery, 

against a backdrop of limited storage capacity, left traders scrambling to sell and the price in negative. 

 

 

 

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

Dow Jones Industrial 30 11.2 -13.3 -6.2 

S&P 500 12.8 -9.3 0.9 

NASDAQ 100 15.2 0.4 16.9 

FTSE 100 5.7 -21.7 -19.8 

CAC 40 3.9 -21.9 -17.6 

DAX 30 9.1 -17.3 -14.0 

NIKKEI 225 7.8 -10.9 -3.4 

Hang Seng 4.0 -6.1 -13.2 

MSCI World 11.0 -11.7 -3.5 

MSCI Emerging Markets 9.2 -12.5 -11.7 

FTSE/JSE All Share 10.8 -25.6 -30.4 

MSCI SA South Africa 13.2 -25.9 -33.8 
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WEAK FOUNDATIONS 

 

The IMF provided sobering forecasts in its spring World Economic Outlook. The institution expects global GDP 

to contract by 3% in 2020, much worse than the 0.1% contraction during the Great Financial Crises (GFC). 

Alternative scenarios provided for a worse outcome, depending on the evolution of the crises. First quarter 

corporate earnings season is underway, and results confirm the nobody has been left unscathed. Companies 

have taken to dividend cuts or suspensions, especially those with levered balance sheets.  

 

Despite these fundamentals, risk assets have recovered sharply and swiftly since the lows in March. The role 

of policy interventions in that trajectory cannot be over emphasised. The size of the US loan programmes and 

decision by the US Federal Reserve to initiate buying of certain high yield corporate instruments and ETFs 

injected the credit markets with much needed liquidity, preventing the melt down that occurred during GFC and 

providing a safety net for markets.   

 

Arguably market participants may be underestimating the time it will take to reopen economies and improve 

activity. Indeed, we have already seen a second wave of infections in several countries. Data from China 

suggests that consumers have been reluctant to return to recreational activities and spending, while for many 

the financial impact of the lockdown leaves them unable to do so. The Economist postulates that we should 

consider a “90% Economy”. Until the world has a vaccine or other treatment, this may be plausible, and therefore 

patience will be required. 

 

 

DOMESTIC OVERVIEW  
  

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

All Share 14.0 -10.4 -10.8 

Preference Share Index 12.2 -21.9 -15.0 

All Bond 3.9 -5.1 0.1 

Inflation Linked Bonds 4.4 -2.5 -3.6 

Cash 0.5 2.2 7.1 

Indices 

Top 40 14.7 -7.3 -8.1 

Mid Cap 8.5 -30.1 -23.4 

Small Cap 8.8 -26.6 -30.5 

Resource 10 22.6 -7.4 1.8 

Industrial 25 9.9 2.9 -1.4 
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LEVEL FOUR 

 

After an extended lockdown of 35 days, South Africa moved to Level 4 restrictions at the start of May. This 

marks the first step in government’s risk adjusted approach to ease the restriction of movement and will see 

around a third of the country’s workforce return to work and an expanded number of sectors become operational. 

While the country’s curve has surely been helped by the quarantine measures, the COVID-19 infection rate 

continues to increase as testing is expanded. This therefore marks the first step in what is likely to be a long 

journey given the progression of the disease thus far. 

 

President Ramaphosa unveiled a R500bn fiscal stimulus package aimed at providing immediate relief for the 

most vulnerable through social grants, while supporting businesses via tax deferments and a R200bn loan 

scheme in conjunction with local banks. Although the aggregate numbers are large, much of the funding will 

come from reprioritisation of the 2020 Budget and social security funds like the Unemployment Insurance Fund. 

South Africa will also seek an estimated R95bn in funding from international financial institutions such as the 

IMF, World Bank and New Development Bank 

(BRICS Bank). The funding will be used for the COVID-19 health crisis and as such should not carry the 

conditionality that often accompanies loans from these entities.  

 

The SA Reserve Bank cut interest rates by a further 100bps in early April, in an out of cycle but unanimous 

decision. Further credit ratings downgrades from S&P and Fitch reflected a challenging fiscal backdrop with 

added pressures from SOE’s like SAA and Land Bank and an urgent need for structural reforms. Despite 

volatility throughout the month on the much anticipated WGBI rebalance, the All Bond Index recovered by +3.9%. 

The FTSE/JSE All Share benefitted from improved global sentiment, gaining +14.0% in April. Recoveries were 

seen in the worst hit sectors, including banks and insurers, while oil counter Sasol did a spectacular about turn, 

gaining +136% over the month. Despite great uncertainty facing property companies and the failure of embattled 

retailer, Edcon, the property sector gained +7.0% in April, leaving returns over the last twelve months at a paltry 

-46.0%. 

 

After the indiscriminate sell off in March, the recovery has been swift as markets look forward to a world beyond 

the current health crises. Although we believe that the crises will be contained in time and the state’s efforts has 

softened the initial blow, balancing lives and livelihoods will remain difficult and unable to prevent the inevitability 

of casualties.   

 

 

 

 

 

 

 

 

 

 

Financial 15 13.0 -32.3 -36.2 

SA Listed Property 7.0 -44.5 -46.0 

Best Sectors 

Chemicals 83.7 -66.3 -77.6 

Gold Mining 50.9 57.9 213.8 

Platinum 46.3 -18.2 73.0 

Worst Sectors 

Oil & Gas Producers -26.2 - - 

Electronic & Electrical -7.7 -41.7 -44.3 

Equity Investment -4.8 -9.9 4.2 
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ECONOMIC INDICATORS 

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). 

Economic indicators April Latest Previous 

CPI (y/y) March 4.1 4.6 

PPI (y/y) March 4.5 4.6 

Repo rate April 4.25 5.25 

 

GDP (q/q, annualised) 2019Q4 -1.4 -0.8 

GDP (nsa, y/y) 2019Q4 -0.5 0.1 

PSCE (y/y) March 
7.8 5.2 

M3 (y/y) March 
9.5 7.7 

Net reserves (US$bn) March 
44.8 45.4 

Trade balance (Rbn) March 
9.5 14.2 

Current a/c (% GDP) 2019Q4 -1.3 -3.7 

 

Manufacturing production (Y/Y) January -2.0 -5.9 

ABSA Manufacturing PMI April 46.1 48.1 

Standard Bank South Africa PMI March 44.5 48.4 

SACCI Business Confidence Index March 89.9 92.7 

Retail sales (constant, y/y) January 1.2 -0.5 

Vehicle sales (y/y) April --98.4 -29.7 


