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INTERNATIONAL OVERVIEW  
 
THE SAME, BUT DIFFERENT 
 
European countries are imposing stricter lockdown measures as coronavirus cases and hospitalisations 
increase sharply. Politicians are doing all they can to avoid the hard lockdowns imposed at the start of this 
pandemic, which means a wide diversity of “lockdowns” currently underway. Even though many businesses and 
people are better prepared this time round, new national restrictions will still have a dampening impact on 
economic activity and, in particular, services sectors.  
 
The IMF upgraded their global growth projections to 4,4% from -4,9% in June as economic data confirms the 
recovery underway. The global growth prognosis may well be adjusted again as the impact of new restrictions 
unfold and data moderates. 
 
Markets ebbed and flowed with US fiscal stimulus headlines and coronavirus statistics. By month end, however, 
markets had extended the September selloff into October, as pandemic concerns increased but also accepting 
that further US fiscal stimulus would have to wait till after the elections. The confirmation of Amy Coney Barett 
as Supreme Court judge, however, did not have to wait, confirming a conservative majority on the Supreme 
Court. 
 
MARKET PERFORMANCE (USD) 

 
Source: Refinitiv 

 
 
The S&P 500 declined -2,7% over the month, with the selloff in technology stocks driving a decline in the Nasdaq 
of -3,2%. Emerging markets outperformed their developed counterparts, as economic data from China remained 
strong while also benefitting the broader commodities complex. Small caps also trumped large caps as investors 
rotate into more cyclical exposure. 
 
RED OR BLUE 
 
At the start of November, the world waits with bated breath as the United States goes to the polls. The usual 
campaign noise categorised the run up and even president Trump’s positive COVID-19 diagnosis did not hold 

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

Dow Jones Industrial 30 -4,5 -5,4 0,3 

S&P 500 -2,7 2,8 9,7 

NASDAQ 100 -3,2 27,5 38,0 

FTSE 100 -4,7 -25,8 -20,5 

CAC 40 -5,0 -18,5 -14,3 

DAX 30 -10,0 -9,5 -6,2 

NIKKEI 225 0,1 2,8 5,7 

Hang Seng 2,7 -11,4 -6,5 

MSCI World -3,0 -1,0 4,9 

MSCI Emerging Markets 2,1 1,1 8,6 

FTSE/JSE All Share -2,2 -20,1 -12,6 

MSCI SA South Africa 0,5 -20,6 -12,9 
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back campaigning for too long. Democratic nominee Joe Biden concluded the period with a lead over Republican 
incumbent and nominee, president Trump. 
 
Despite the polls and bookies favouring a democratic win, the US electoral college system may still offer up a 
surprise. In this regard it matters which way the states vote, especially the swing states, rather than the outright 
majority vote. At the time of writing an estimated 99 million people had already voted in the US election, bringing 
early voting to around 72% of total votes counted in the 2016 elections. A good turnout by historic measures. 
This, in itself, is likely to be a source of controversy as president Trump has already made bold claims that voting 
by mail will result in rampant voter fraud and has already gone to court to try and exclude some of these early 
votes.  A contested election would surprise few market participants but has the potential to devolve into volatility 
and disruption.  
 
While the party in the presidency matters greatly, the outcome of the congressional elections for the House of 
Representatives and Senate are equally critical. Since 2018, the Democrats have held a majority in House of 
Representatives while the Republicans retained control of the Senate. 35 seats in the Senate are up for re-
election which could alter the 47-53 Republican majority. Why does this matter? Both Senate and House of 
Representatives typically need to pass legislation before it is signed off by the Presidency. A divided government 
or split congress would have the potential to frustrate the passing of policies or just increase political gridlock. 
With a resurgence in coronavirus cases globally and in the US, passing a fiscal stimulus package will become 
more pressing post elections. Markets expect further fiscal stimulus regardless of a Trump or Biden win. The 
outcome of the congressional elections will, however, serve as a signpost of the size of such fiscal support and 
the ease of passing future policies on health care reforms, environmental initiatives and taxes.   
 
Considering all eventualities, commentators from the BBC have floated the idea of a 50/50 outcome - unlikely   
- but it is 2020 after all. 
 

DOMESTIC OVERVIEW  
  
MARKET PERFORMANCE (ZAR) 

 
Source: Refinitiv 
 

Index total returns in ZAR (%) October YTD 12-m 

All Share -4,7 -7,1 -5,8 

Preference Share Index -3,6 -24,9 -23,5 

All Bond 0,9 2,7 4,8 

Inflation Linked Bonds 1,1 0,0 -0,4 

Cash 0,3 4,7 5,9 

Indices 

Top 40 -5,1 -4,2 -2,7 

Mid Cap -3,1 -27,0 -23,1 

Small Cap 0,1 -18,1 -18,9 

Resource 10 -11,4 -0,5 5,3 

Industrial 25 0,4 7,3 7,0 

Financial 15 -6,1 -37,2 -37,6 

SA Listed Property -8,5 -50,9 -51,6 

Best Sectors 

Oil & Gas Producers 47,8 - - 

Media 38,3 22,2 13,0 

Electronic & Electrical 17,0 -50,2 -49,4 

Worst Sectors 

Chemicals -26,6 -65,3 -61,5 

Gold Mining -14,3 55,7 60,9 

Forestry & Paper -14,2 -9,4 -4,5 
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DROUGHT RESISTANT 
 
President Ramaphosa delivered the ratified Economic Reconstruction and Recovery Plan, extending the COVID 
grant by another three months and signalling priorities for the Medium Term Budget Policy Statement (MTBPS) 
to be presented later in the month. The MTBPS outlined a 5-year consolidation plan which sees  
debt stabilising at 95% relative to the 87% presented at the Special Adjustment Budget in June. The plan leans 
heavily on containment of expenditure and a moratorium on public sector wages. Although the near-term 
numbers were in line with guidance and expectations, the execution risk around public sector wage negotiations 
and further financial support for SAA (albeit fiscally neutral) detracted from the credibility of the proposals. 
Progress has already been made on initiatives in the energy sector, infrastructure investment and auction of 
spectrum, but urgent implementation of growth initiatives will be necessary for Minister Mboweni’s drought 
resistant aloe ferox to survive the country’s current drought.   
 
The MTBPS received a lukewarm response from markets, while ratings agencies highlighted risk, noting that 
“negotiations with social partners will be difficult”. Arguably the fiscal risks are well understood and priced to a 
large extent. The All Bond Index returned +0,9% in October, bringing the year to date figures to +2,7%. Weak 
demand and a low oil price combined with higher commodity prices helped South Africa record a trade surplus 
for the 7th month this year. This provides some support for the embattled South African Rand and 
counterbalance to the continued selling from foreign investors across equities and bonds. 
 
The property sector took another leg down, declining by -8,5% over the month and driving 12 month returns to  
51,6%. Index bellwether Growthpoint traded down 13,4% as the market penalised the property counter for the 
risk of an equity raise given high debt metrics and meaningful exposure to the office market.  
 
The FTSE/JSE All Share traded down -4,7% over the month in line with global markets. Domestic counters 
showed some resilience, with the small cap index returning a modest +0,1% relative to negative headline 
numbers from the mid cap and Top 40 indices, Resources lost ground over the month, losing -11,4% while a 
weakening oil price saw Sasol decline -35,1%. Ending the month on a positive note, Prosus announced plans 
to purchase up to $5bn of Prosus as well as Naspers shares as part of a share buyback programme. Sometimes 
the best opportunities are close to home. 
 
ECONOMIC INDICATORS 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: Bloomberg, Refinitiv 

 
 
 
 
 

Economic indicators Month Latest Previous 

CPI (y/y) September 3,0 3,1 

PPI (y/y) September 2,5 2,4 

Repo rate October 3,5 3,5 

 

GDP (q/q, annualised) 2020Q2 -51,0 -1,8 

GDP (nsa, y/y) 2020Q2 -17,1 0,1 

PSCE (y/y) September 3,1 3,9 

M3 (y/y) September 9,5 10,9 

Net reserves (US$bn) September 50,7 50,5 

Trade balance (Rbn) September 33,5 38,7 

Current a/c (% GDP) 2020Q2 -2,4 1,3 

 

Manufacturing production (Y/Y) August -10,8 -10,6 

ABSA Manufacturing PMI October 60,9 58,5 

IHS Markit South Africa PMI September 49,4 44,9 

SACCI Business Confidence Index September 85,7 85,8 

Retail sales (constant, y/y) August -4,2 -9,0 

Vehicle sales (y/y) October -25,4 -23,9 
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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). 


