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Part one: Market review 

 
The table below provides a review of key domestic and international investment indicators for the past quarter, 

as well as over longer periods.  

 

South African asset classes (in rands) 

(Performance over periods to 31 December 2019)     

Asset class Indicator 3 months 1 year 3 years 5 years LT-average* 

Equities 

All Share Index 4.6% 12.1% 7.4% 6.0% 

12.3% 

Shareholder Weighted Index 4.8% 9.3% 5.4% 4.8% 

Property Listed Property Index 0.6% 1.9% -3.7% 1.2% 11.7% 

Bonds All Bond Index 1.7% 10.3% 9.4% 7.7% 7.0% 

Cash STeFI Call 1.6% 6.6% 6.7% 6.5% 5.9% 

Inflation CPI (one month in arrear) 0.4% 3.6% 4.5% 4.9% 5.7% 

Source: Morningstar 
     

 

 

Global asset classes (in dollars) 

(Performance over periods to 31 December 2019) 
    

Asset class Indicator 3 months 1 year 3 years 5 years LT-average* 

Equities MSCI AC World Index 9.1% 27.3% 13.1% 9.0% 8.4% 

Property 
FTSE EPRA/NAREIT 

Developed Property Index 
2.0% 23.1% 9.3% 6.5% 7.2% 

Bonds Barclays Global Bond Index 0.5% 6.8% 4.3% 2.3% 4.5% 

Cash US 3-month deposits 0.5% 2.6% 1.9% 1.3% 4.3% 

Inflation US CPI (one month in arrear) 0.1% 2.3% 2.1% 1.8% 3.0% 

Source: Morningstar 
     

 

 

Currencies 

(Movements over periods to 31 December 2019) 
    

Currency Value at month-end 3 months 1 year 3 years 5 years LT-average* 

Rand / Dollar 13.98 8.4% 2.9% -0.7% -3.7% -5.5% 

Rand / Sterling 18.52 0.9% -1.1% -3.0% -0.5% -4.1% 

Rand / Euro 15.70 5.3% 4.8% -2.8% -2.3% -5.5% 

Source: Morningstar 
     

 

* Updated annually from 1900, or longest available period 

Returns for periods longer than 12 months are annualised. 
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International market commentary – Q4 2019 

The final quarter of 2019 saw investor risk appetite rise sharply with economically sensitive asset prices, 

providing the perfect cap to what has proved to be a terrific year for returns across most asset classes. The 

dominant news items over the period mostly related to the US-China trade talks, the UK’s Brexit/general 

election, central bank policy and US economic data.  

 

Throughout the period, optimism that the US and China could seal “phase one” of a trade deal grew. Success 

was all but confirmed in late December when Donald Trump announced he would sign-off the first phase on 

January 15th. Investors are now hoping that this will pave the way for a de-escalation (or at least a truce) of 

the tariff war between the world’s two biggest economies, and in so doing, provide a meaningful boost to 

global trade and economic activity.  

 

In the UK, the Conservative landslide election victory was also taken positively as it dealt a fatal blow to the 

Labour Party’s far left “Corbynistas”, whilst also providing greater clarity over the next stage of Brexit (i.e. 

withdrawal with a deal on January 31st). Once the withdrawal stage has been completed, the UK and EU will 

then start the really tricky negotiations on their future trading and security relationship. This will need to be 

completed by the end of 2020 in order to avoid having to either extend the transition period, or stumble 

towards a cliff-edge “hard Brexit”.  

 

Central banks spent the quarter easing forward guidance and monetary policy, with several notable interest 

rate cuts from the US Federal Reserve and ECB. Although there was a change in leadership at the ECB, 

Christine Lagarde demonstrated a clear intention to carry on exactly where Mario Draghi left off. Turning to the 

US Federal Reserve, Chairman Jerome Powell also sent strong signals that the US Federal Reserve is in no 

rush to reverse recent interest rate cuts. So for the foreseeable future, it seems the central banks will continue 

to pursue market friendly/asset price boosting policies. 

 

Finally, having wobbled in the mid-part of 2019, investor confidence in next year’s global and US economic 

outlook stabilised, and then started to improve, helped in part by growing optimism over a trade deal, but also 

strong US job and wage data, which of course underpins the largest part of the US economy (household 

consumption).   

 

As risk appetite returned to the market, the MSCI AC World Index rose an astonishing +9.0% when measured 

in US dollar terms. The step change in investor sentiment was the main driver, although currency gains from a 

weaker US dollar also provided a tailwind. The best performing major regions / countries were the Emerging 

Markets (+11.8%) and Asia ex Japan (+11.8%), whilst the laggards were Japan (+7.6%) and Europe ex UK 

(+8.5%). Return dispersion was quite wide at the sector level, with economically sensitive areas generally 

outperforming defensive sectors. The standout gains were made in Information Technology (+14.6%) and 

Healthcare (+13.8%), with both sectors reporting very strong Q3 profits in October. Finally, in terms of style, 

Growth (+10.3%) outpaced Value (+7.8%), whilst Smaller Companies (+9.8%) marginally outperformed Larger 

Companies (+9.0%).  
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The steepening of yield curves saw safe-haven sovereign bonds under pressure, and the JP Morgan Global 

Government Bond Index duly declined -1.5%. Riskier bond sectors tended to do better as they benefited from 

an improvement in economic confidence, along with a narrowing of credit spreads. Over the month, the ICE 

Merrill Lynch Global Corporate Investment Grade and High Yield Bond Indices were up +0.8% and +2.9% 

respectively. Finally, the JP Morgan Emerging Market Bond Index (+2.1%) also performed well, with the 

weakening dollar providing a helpful tailwind (all hedged to US dollars).  

 

With expectations for the global economy improving, the Bloomberg Commodities Index rose +4.4% in US 

dollar terms. Most of the sub-sectors delivered positive gains, but Crude Oil’s +13.9% advance was 

particularly impressive as it benefitted from OPEC production cuts and stronger than expected global demand.  

 

In the foreign exchange markets, the most notable feature was the broad weakness of the US dollar. The 

partial recoveries of the pound and the rand were also worthy of mention, having hitherto been under 

significant pressure. Whilst it’s hard to pinpoint a specific catalyst, some of the dollar’s weakness can perhaps 

be accounted for by the general rise in risk appetite squeezing demand for safe-haven US dollars. As for 

sterling’s jump, the utter defeat of hard left politics in December’s UK general election and a greater degree of 

certainty over the next step for Brexit appear to have helped boost the beleaguered currency. Finally, 

sentiment towards the South African rand also improved on hopes for economic reform, as well as the short- 

term tailwind provided by a weaker dollar and stronger commodity prices. Examples of currencies that 

advanced against the dollar included the euro (+2.8%), the UK pound (+7.3%), the Mexican peso (+4.3%) and 

the South African rand (+7.9%).   

 

Notes: All quarterly data is quoted in US dollar terms unless otherwise stated.          

 

Domestic market commentary – Q4 2019 

It was ironic that after months of steady energy supply, the country faced another round of load shedding in 

October, the same month the Integrated Resource Plan (SA’s future energy mix to 2030) and the much-

anticipated Eskom Special Paper was to be released. The policy document outlined a role for existing sources 

such as coal and nuclear, but also emphasised a larger role for renewable energy in the future, in line with the 

progression of technology, environmental focus and least cost principle. Although the IRP did not satisfy 

everyone, it was broadly accepted and welcomed as a step forward. 

 

The Medium-Term Budget Policy Statement (MTBPS) a day later highlighted how interwoven Eskom’s travails 

are with the fortunes of the economy and the fiscus. In line with expectations, revenues came in weaker than 

expected with expenditure greater than targeted due to financial support for Eskom. While the MTBPS can be 

commended for more realistic economic growth and revenue assumptions, the path for all fiscal metrics and 

lack of debt consolidation shocked the market. Shortly after month end, credit ratings agency Moody’s 
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downgraded the outlook for the sovereign to negative. S&P also downgraded the outlook for the sovereign to 

negative in November. 

 

In line with expectations, the SA Reserve Bank kept interest rates unchanged in November. Two of the five 

members voted in favour of a cut, acknowledging the latest inflation print at 3.7% and a lacklustre economy 

that would benefit from any marginal support.  

 

Strikes at national carrier South African Airways saw flights delayed and grounded, as staff and unions sought 

higher wages. Already facing financial difficulty and with government reaffirming that there were no funds for 

bailouts, this pushed the state entity further along the path of financial ruin, with travel agents and insurance 

companies withdrawing further business from SAA until certainty was restored. By early December it was 

announced that SAA would go into voluntary business rescue. At this juncture, arguably the best possible 

option. 

 

After a fairly lacklustre first half of 2019, the economy failed to leave the runway, contracting by 0.6% (q/q, 

annualised) in the third quarter and leaving the year on year GDP print at a mere 0.1%. The intermittent load 

shedding at the end of the fourth quarter, increased the risk that economic growth would disappoint again. 

With the impact of operational and financial difficulties agonisingly evident, incoming Eskom CEO Andre de 

Ruyter, has been asked to start earlier than planned to progress the urgent work of steadying the state-owned 

utility. 

 

In the background, the work to bring justice to bear continues. Four individuals, including two former Eskom 

executives were arrested in late December on charges of corruption, fraud and money laundering. South 

Africans will be hopeful that this will only be the start. 

 

Domestic bond markets benefitted from improved sentiment towards emerging markets as well as a robust 

Rand, with the All Bond Index gaining +1.9% in December. Looking back over 2019, bond markets delivered 

+10.3% over the year despite heightened volatility and concerns over the state of the economy, government 

finances and credit rating downgrades. All eyes will be on the 2020 Budget in February which will be a 

deciding driver for action at the next scheduled credit ratings review by Moody’s in March.  

 

The property sector ended the year in the red, losing -2.1% over the month, bringing the performance over the 

year to a paltry +1.9%. On the other side of the spectrum, preference share investors experienced another 

strong year, with the index returning +18.6%. Domestic equities were lifted alongside international markets 

with the FTSE/JSE All Share gaining +3.3% in December to conclude the year up +12.1%.  

 


