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INTERNATIONAL OVERVIEW  
 

CONTAINMENT 

 

The world is on tender hooks once again as coronavirus cases increase across Europe, US and the UK. 

Although localised lockdowns in towns and regions remain the primary response, there has been a reintroduction 

of broader measures in countries like the UK to limit the movement and interaction of people. Many argue that 

the ability to test is greater during this resurgence and hence the increases reflect better data. For others it 

merely highlights the fact that the world may need to learn to live with COVID-19 until widespread immunisation 

has been achieved and potentially beyond.  

 

Markets were less sanguine about such uncertainty and remained vulnerable to news such as a temporary halt 

in the phase three vaccine trials of AstraZeneca and Oxford University, continued tensions between the US and 

China on a multitude of topics and the lack of progress on further fiscal stimulus in the US (CARES 2). Over and 

above that, valuations of technology companies had arguably run ahead of a still tentative economic backdrop. 

Risk off sentiment reverberated across key markets in a meaningful way for the first time in months. 

 

MARKET PERFORMANCE (USD) 
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The S&P 500 declined -3,8% over the month, with the selloff in technology stocks driving a decline in the Nasdaq 

of -5,7%. Despite the lapse in momentum, the S&P 500 delivered +8,9% over the quarter while technology 

heavy index Nasdaq returned an astounding 48,7% over the last 12 months. Despite the end of summer volatility, 

most of the major equity markets delivered positive returns over the third quarter with emerging markets beating 

many developed market peers, compliments of a weaker US dollar.   

 

IN GOOD FAITH 

 

Brexit negotiations came to a head when the UK put forward the Internal Market Bill, which removes the 

requirement for a new customs arrangement with Northern Ireland and essentially overrides a crucial part of the 

previously agreed withdrawal agreement. The draft bill has been criticised for undermining international law and 

has been opposed by Scottish and Welsh leaders. 

 

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

Dow Jones Industrial 30 -2,2 -0,9 5,7 

S&P 500 -3,8 5,6 15,1 

NASDAQ 100 -5,7 31,6 48,7 

FTSE 100 -4,9 -22,1 -14,0 

CAC 40 -4,6 -14,2 -6,9 

DAX 30 -3,3 0,6 10,4 

NIKKEI 225 1,3 2,7 11,3 

Hang Seng -6,4 -13,8 -6,0 

MSCI World -3,4 2,1 11,0 

MSCI Emerging Markets -1,6 -0,9 10,9 

FTSE/JSE All Share 0,0 -18,3 -7,3 

MSCI SA South Africa -0,9 -21,0 -10,6 
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The UK may have been emboldened by the other big announcement in September, its first major post-Brexit 

trade deal with Japan, which would increase trade by an estimated £15bn a year. Nevertheless, the UK ignored 

the end of September deadline from the EU to remove the controversial changes. Brussels has now launched 

legal action, arguing that the UK draft bill is “a breach of the obligation of good faith laid down in the withdrawal 

agreement”. Prime Minister Boris Johnson has stated that the UK would walk away from trade negotiations 

come 15 October, casting further doubt over a ratified deal by end of the year.  

 

The US election season kicked off with a presidential debate that devolved into a chaotic exchange of insults, 

interruptions and very few hard facts. With the regretful passing of justice Ruth Bader Ginsburg, one of the topics 

debated her replacement on the Supreme Court. President Trump has nominated Amy Coney Barrett for the 

position, which if approved, would leave the US with a largely conservative Supreme Court. But given that this 

is an election year, many argue that the appointment should be left to the newly elected US president. In fact, 

Republicans blocked the confirmation of a judge on these grounds in 2016, just before President Trump took 

office. Others have suggested expanding the number of seats. The Supreme Court is often the final arbiter of 

contentious laws and disputes and judges serve a lifetime appointment - much longer than a presidential term. 

With so much at stake and a noisy election in the pipeline, US citizens can only hope for leaders that will act in 

good faith.     

 

 

DOMESTIC OVERVIEW  
  

MARKET PERFORMANCE (ZAR) 

 

Source: Refinitiv 

 

CARE AND MAINTENANCE 

 

The devastating impact of the COVID lockdowns echoed in key data releases in September. Unemployment 

data showed 2,2m people lost their jobs, while second quarter GDP declined by -16,4% over the quarter (-51,0% 

q-o-q, annualised). A dire state of affairs and one which has focused the mind of stakeholders across different 

spheres of the economy. Under the auspices of NEDLAC, business, labour and government came together on 

an economic recovery plan for the country. Data for the third quarter already shows improvement from this low 

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

All Share -1.6 -2,5 2,0 

Preference Share Index -3,4 -22,1 -19,8 

All Bond 0,0 1,8 3,6 

Inflation Linked Bonds -1,5 -1,1 -2,0 

Cash 0,3 4,4 6,2 

Indices 

Top 40 -1,7 1,0 5,6 

Mid Cap 1,3 -24,7 -15,0 

Small Cap 0,8 -18,2 -17,6 

Resource 10 -3,0 12,3 27,4 

Industrial 25 -1,7 6,9 6,9 

Financial 15 3,4 -33,1 -31,4 

SA Listed Property -3,0 -46,4 -46,1 

Best Sectors 

Oil & Gas Producers 35,1 - - 

Fixed Line Telecoms 15,6 -23,6 -61,7 

Support Services 14,4 -2,8 4,5 

Worst Sectors 

Pharmaceutical & Biotech -11,8 -2,2 28,0 

Gold Mining -11,0 81,6 129,1 

Equity Investment -10,2 -29,0 -28,2 
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base and will be further supported by the country moving to level 1 restrictions. But more intervention is required, 

and the country now waits for cabinet approval (and implementation) of the economic recovery plan.  

 

With this backdrop, many investors struggle to see why SAA should remain a priority and warrant a further 

R10,4bn to support rescue efforts. While government has committed to the monies, finding this in a fiscally 

neutral manner has proven difficult and has resulted in the entity being placed under “care and maintenance” by 

business rescue practitioners. 

 

After delivering 300bps of interest rate cuts over 2020, the SA Reserve Bank opted to keep rates on hold at the 

September meeting with a vote of 3:2. Fiscal concerns weighed on local nominal bonds in September, with the 

All Bond Index returning -0.05%. Bonds still outperformed other asset classes over the quarter, returning +1,5%.  

 

Property companies are reporting an improvement in footfall as lockdowns have eased. The sector, however, 

continued to trade under duress, with the property index losing a further -3,0% over the month and -14,1% over 

the quarter.  

 

With the prominence of technology company Naspers/Prosus in local indices, the FTSE/JSE All Share traded 

down -1,6% over the month in line with global markets and technology counters, bringing the quarterly return to 

a modest +0,7%. The headline figures, however, hide a multitude of trends. Domestic retailer Shoprite and bank 

Capitec delivered +25,7% and +24,2% respectively over the month, despite the tough backdrop and financial 

results, highlighting the weak expectations that were priced in. Small and mid-size companies continued to stage 

a recovery, gaining +3,5% and +1,3% respectively. Despite losing some ground in September, resources added 

+5,7% over the quarter and with 12 month returns at +27,4% has been one of the big drivers of the recovery in 

the local equity markets. 

 

ECONOMIC INDICATORS 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Bloomberg, Refinitiv 

 

 

 

 

 

 

 

 

 

 

 

 

Economic indicators Month Latest Previous 

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

PPI (y/y) August 2,4 1,9 

Repo rate September 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) August 3,9 5,1 

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

Net reserves (US$bn) August 50,5 48,1 

Trade balance (Rbn) August 38,9 37,2 

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

 

Manufacturing production (Y/Y) July -10,6 -16,3 

ABSA Manufacturing PMI September 58,3 57,3 

Standard Bank South Africa PMI August 45,3 44,9 

SACCI Business Confidence Index July 82,8 81,4 

Retail sales (constant, y/y) July -9,0 -7,5 

Vehicle sales (y/y) September -23,9 -26,3 
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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). 


