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Disclaimer:

This document is for information purposes only and is not intended to be a recommendation, offer or invitation to 

take up securities or other financial products. The information contained in this document is general and objec-

tive information only and is not intended to constitute a securities recommendation and should not be construed 

as constituting any form of investment advice or recommendation, guidance or proposal of a financial nature in 

respect of any investment in the fund or any transaction in relation to the fund. This document does not take into 

account the investment objectives, financial situation and particular needs of an investor. Past performance is 

not indicative of future returns. Errors and omissions excluded.

27four Investment Managers (Pty) Ltd is an authorised financial service provider with license number 31045.
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The All Share rallied 7.74% for the month on the back 
of broad based market gains. Resources and proper-
ty were up 8.77% and 13.41% respectively. Financials 
rebounded 4.17% for the month, although the index re-
mained down 31.68% on a year-to-date basis, with in-
vestors continuing to hold a bearish outlook on the sec-
tor. Cyclical counters were in favour during the month, 
particularly travel and leisure which surged 39%; bene-
fiting from the easing of lockdown restrictions and with 
most counters in the sector already trading at attractive 
valuations. Sectoral headwinds are likely to continue 
as international travel is expected to remain subdued 
for the remainder of the year coupled with companies’ 
balance sheet fragility.

The SARB has purchased R19.5bn of SA government 
bonds during the Covid-19 pandemic, as per its 2019/20 
annual report, with an expectation of further purchases 
in efforts to shore up liquidity in the bond market. With 
the SARB having aggressively cut interest rates during 
the year, the market is still pricing in a further interest 
rate cut of about 25-50bps at the next MPC meeting in 
July. The central bank does have room to further cut 
interest rates, with the latest inflation number coming 
in at 3%, which is at the lower bound of its target band, 
anchored lower by Brent Crude prices. Though in the 
previous MPC meeting, the SARB poured cold water 
on any further interest rate cuts to support the economy 
as they remain concerned about the heightened fiscal 
risks. Continued fiscal risk concerns weighed negative-
ly on the All bond Index, which was down 1.18%, while 
the STeFI was up 0.44% for the month. 

The supplementary budget announced by the Fi-
nance Minister, Tito Mboweni, detailed reprioritisation 
of spending and provided guidance on the reported 

Local
markets

government revenue shortfall. The finance ministry 
is currently caught between a rock and a hard place, 
having to manage spending, which is much needed to 
stimulate and cushion the impact of Covid-19 on the 
economy. On the other hand, they have to contain the 
impact which increased spending will have on the fis-
cus. At the same time, the unemployment rate expec-
tations are currently painting a dire economic picture, 
with the latest print having come in at 30.1% in the first 
quarter compared to 29.1% reported in the previous 
period. The full impact of Covid-19 will be more clearly 
visible in the Q2 and Q3 unemployment figures, with 
the remaining threat of additional job losses across the 
economy over the period.

Macroeconomic reforms are required to bring forward 
fiscal consolidation, boost savings, increase export 
growth potential and improve employment conditions. 
This on the backdrop of a ballooning debt to GDP ratio, 
which is expected to be around 80% in 2020/21. One 
of government’s low hanging fruit is in curbing further 
increases in the public sector wage bill, which will only 
come about if an agreement is reached between the 
government and unions. Should the government be 
unable to reach such an agreement with unions, one 
will need to pencil in an increased rhetoric around pre-
scribed assets to fund the government’s budget deficit. 
The rhetoric being mainly driven by the reluctance of 
some ruling party members in seeking fiscal support 
from both the IMF and World Bank, as both supranat-
ural organisations are most likely to impose strict mea-
sures on government expenditure and introduce eco-
nomic reforms.
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Investor optimism dominated markets for the month of 
June, with global markets finishing in the green on the 
back of risk-on sentiment and improved hopes of find-
ing a Covid-19 vaccine.

The unprecedented monetary and fiscal stimulus pack-
ages announced by governments continue to provide 
support to markets, particularly the stimulus proposed 
by central banks. The US Federal Reserve has con-
tinued to embark on its asset purchasing program, 
which was implemented in February/March due to the 
liquidity constraints and sharp sell-off experienced in 
the treasuries market. The Federal Reserve has sub-
sequently increased the scope of the asset purchase 
program to include corporate bonds, which rank higher 
on the capital market line risk spectrum to assist af-
fected companies with capital raising during the global 
pandemic. The relentless central banks continued sup-
port has improved investor positivism in markets, with 
the US S&P 500 and the UK FTSE 100, both up 1.84% 
and 1.53% respectively for the month.

Interestingly, there was an evident increase in emerg-
ing markets equity appetite. Emerging markets out-
performed developed markets in the past month, with 
the MSCI Emerging Markets Index surging 7.35% 
compared to the 3.2% increase in the MSCI All Coun-
try World Index. As global economies gradually open, 
countries run the risk of increasing Covid-19 infections, 
which has been seen in China and the US. Following 
the relaxation of the lockdown restrictions, markets 
have seemingly looked past the risk of a second wave 

Global
markets

of Covid-19 infections with limited market participants 
pricing in a potential re-tightening of lockdown restric-
tions.

Investors need to keep an eye on the rise of geopo-
litical tensions, as it has the potential to dampen the 
current market momentum. The latest tensions have 
been between the US and EU, which prevailed after 
the US threatened to place additional tariffs of about 
$3.1bn on European products. The EU has criticised 
the move, citing that it will create further uncertainty for 
companies and inflict unnecessary economic damage 
on both sides. The move is in response to the two sides 
long-running disagreement over aircraft subsidies, 
which the Trump administration has been very critical 
of. 

With the US presidential elections around the corner, a 
recent poll conducted by New York Times/Siena sug-
gested that Democrat elect, Mr Joe Biden is currently 
in the lead. Mr Trump has of recent, suffered a number 
of setbacks around how his administration has dealt 
with the Covid-19 pandemic and his reaction to the an-
tiracism protests following the killing of George Floyd 
by a police officer. The Trump administration is most 
likely to deflect its missteps by diverting attention to-
wards China, after criticising China on the implemen-
tation of the new security law in Hong Kong citing that 
Hong Kong will lose its autonomy. Importantly, investors 
need to pay attention on the rate at which the decou-
pling happens as that will determine how global supply 
chains will be affected. 
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 SA INDICES 1 Month 3 Months 6 Months YTD 1 Year 3 Years 
(Ann)

5 Years 
(Ann)

ALSI 7,74% 23,18% -3,16% -3,16% -3,30% 5,11% 4,16%

RESI 20 8,62% 40,63% 6,23% 6,23% 11,69% 24,13% 9,55%

INDI 25 8,33% 17,11% 9,73% 9,73% 7,18% 4,24% 4,60%

FINI 30 7,49% 16,78% -2,23% -2,23% -5,54% 1,82% 2,73%

SAPY 13,41% 20,43% -37,56% -37,56% -39,98% -18,33% -9,06%

SWIX 8,07% 22,09% -6,33% -6,33% -6,09% 2,00% 2,08%

ALBI -1,18% 9,94% 0,36% 0,36% 2,85% 8,11% 7,49%

STeFI 0,44% 1,46% 3,18% 3,18% 6,86% 7,17% 7,20%

SAGLIB -0,40% 17,73% -2,07% -2,07% -2,98% 0,81% 2,12%

Capped SWIX 6,98% 21,64% -10,68% -10,68% -10,78% -0,81% 0,07%

GLOBAL INDICES        

DOW JONES 1,69% 17,77% -9,55% -9,55% -2,96% 6,53% 7,94%

S&P 500 1,84% 19,95% -4,04% -4,04% 5,39% 8,56% 8,49%

FTSE 100 1,53% 8,78% -18,20% -18,20% -16,91% -5,51% -1,10%

CAC 40 5,12% 12,28% -17,43% -17,43% -10,89% -1,22% 0,60%

DAX 30 5,23% 24,56% -6,77% -6,77% 0,32% 0,67% 3,22%

HANG SENG 6,38% 3,49% -13,35% -13,35% -14,42% -1,76% -1,43%

NIKKEI 225 1,88% 17,82% -5,78% -5,78% 4,76% 3,62% 1,95%

MSCI WORLD 2,69% 19,54% -5,48% -5,48% 3,40% 7,29% 7,50%
BARCLAYS GLOBAL BOND 
INDEX 0,89% 3,32% 2,98% 2,98% 4,22% 3,79% 3,56%

CURRENCIES        

GBPUSD 0,41% -0,10% -6,49% -6,49% -2,32% -1,63% -4,59%

EURUSD 1,16% 1,78% 0,19% 0,19% -1,21% -0,55% 0,19%

USDZAR -1,06% -2,80% 23,95% 23,95% 23,08% 9,93% 7,35%

GBPZAR -0,67% -2,83% 15,99% 15,99% 20,34% 8,24% 2,45%

EURZAR 0,07% -1,10% 24,27% 24,27% 21,67% 9,34% 7,57%

ZARJPY 1,22% 3,24% -19,77% -19,77% -18,78% -10,25% -9,14%

COMMODITIES        

GOLD 3,01% 9,75% 16,29% 16,29% 25,82% 12,61% 8,61%

PLATINUM -2,40% 11,94% -16,41% -16,41% -2,52% -4,30% -5,51%

BRENT CRUDE 9,06% 56,62% -37,61% -37,61% -35,93% -5,41% -8,21%

SA SECTORS        
TECHNOLOGY 13,28% 24,53% 39,32% 39,32% 36,54% -7,58% -6,96%
BASIC MATERIALS 8,82% 41,30% 5,66% 5,66% 12,53% 24,73% 14,20%
RESOURCES 8,77% 41,20% 5,52% 5,52% 12,38% 24,64% 10,47%
CONSUMER SERVICES 7,11% 5,00% -23,45% -23,45% -26,06% -3,80% 1,19%

CONSUMER GOODS 4,97% 11,88% 0,94% 0,94% 0,60% -6,43% 0,41%

FINANCIALS 4,17% 12,87% -31,68% -31,68% -34,50% -8,55% -5,26%

TELECOMS 1,08% 14,90% -17,75% -17,75% -34,24% -13,22% -14,84%

HEALTH -1,46% 14,47% -12,39% -12,39% 2,93% -17,89% -15,31%

INDUSTRIALS -1,48% 6,12% -33,54% -33,54% -35,71% -14,96% -7,93%

As at 30 June 2020

Financial indicators performance
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Top 5 themes driving investor 
sentiment

Unprecedented 
global stimulus 
ignore fundamentals

Coronavirus
see-saw

Hungry for yield

Geopolitical risk

Spend more for 
high Quality or buy 
cheap?

Central banks around the world have embarked on “whatever it takes” to revive their 
respective economies since the onset of Covid-19. To put this into perspective, the US 
Federal Reserve’s balance sheet has swelled to $7.2trn, up from $4.2trn at the end of 
2019 and up from $0.87trn before the financial crisis in 2008. The intervention has led 
to a surge in stock markets, signalling a dislocation of stock valuations from the real 
economy. Emerging economies on the other hand have had the tough task of balancing 
excessive budget deficits and providing stimulus having limited further policy room. 
With the pandemic still not under complete control, we can expect consolidation in the 
market which could bring valuations, particularly in the US to more rational levels.

As global economies begin to reboot following Covid-19 lockdowns, close attention 
should be paid to how governments respond to any surge in infections and the conse-
quent ramifications on growth. Market sentiment will sway between pessimism and op-
timism regarding any news of vaccine trials as a sustained recovery ultimately rests on 
the successful development of such a vaccine. Uncertainty and fragility prevail, re-em-
phasising that market participants exercise caution as the recovery could be deep and 
prolonged.

Developed market interest rates have been slashed to near zero with some even going 
negative, leaving global fixed income investors hungry for yield. In such an environment, 
the yields on some emerging market debt remain attractive. We can expect SA bonds to 
continue to benefit under these conditions as developed market interest rates are likely 
to remain low for the foreseeable future. Downside risks remain on the quality of our debt 
and policy reforms relative to other emerging market peers.

The escalating trade tensions between the US and China are set to continue, with Hong 
Kong most likely to be used as a proxy by the US. With the US Presidential elections 
on the horizon, the Trump administration will attempt to divert attention from the Black 
Lives Matter protests and the dismal handling of the coronavirus pandemic and focus its 
attention on China. The virus has also ratcheted up tensions within EU member countries 
on the implementation of stimulus measures resurfacing rivalry between the north and 
south. Markets will also be closely watching the EU and UK on reaching a deal by the end 
of the transition period which ends on 31 Dec 2020.

Investors have been piling into defensive Quality counters since the onset of Covid-19. 
Such counters tend to exhibit resilience during market downturns because they are de-
fined by low gearing, strong cash reserves and earnings predictability. The dislocation 
between fundamentals and market sentiment and the strong rebound since the lows of 
March means that any good news should be reflected in current valuations and that such 
Quality counters are currently expensive. On the other hand, Value has been out of fa-
vour for some time and should have performed better during the dip because of already 
low share prices. The current market cycle has proved incredibly difficult to time style 
shifts and market participants would be better off taking a diversified approach to style.
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Asset Class Max 
Underweight Underweight Neutral Overweight Max 

Overweight

SA Equity ▪ ▪
SA Bonds ▪ ▪
SA Inflation Linked Bonds ▪ ▪
SA Listed Property ▪ ▪
SA Cash ▪ ▪
Offshore Equity ▪ ▪
Offshore Listed Property ▪ ▪
Offshore Bonds ▪ ▪

0% - 2% 2% - 4% 4% - 6% 6% - 8% 8% - 10% 10% - 12% 12% - 14%

SA Equity ▪ ▪
SA Cash ▪ ▪
SA Inflation 
Linked Bonds ▪ ▪
SA Listed Prop-
erty ▪ ▪
SA Bonds ▪ ▪  
Offshore Equity ▪ ▪
Offshore Listed 
Property ▪ ▪
Offshore Bonds ▪ ▪

0% - 2% 2% - 4% 4% - 6% 6% - 8% 8% - 10% 10% - 12% 12% - 14%

▪  Previous allocation (as of 31 May 2020)  ▪ Current allocation (as of 30 June 2020)

▪  Risk  ▪ Return

Asset allocation outlook

12 month risk and return 
expectation
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Disclaimer:
This document is strictly for information purposes only and should not be considered as an offer, or solicitation, to deal in any of the investments mentioned herein. Any 
information and opinions contained in this communication, and any supplemental information provided, is believed to be reliable but no representation or warranty is given 
as to its correctness, accuracy or completeness. Any representation or opinion is provided for information purposes only. We do not undertake to update, modify or amend 
the information on a frequent basis or to advise any person if such information subsequently becomes inaccurate. It is not intended to create, and shall not be capable of 
creating, any obligation or liability on the part of 27four Investment Managers or any of its affiliates, and shall not form part of any contract. All information and opinions 
provided are of a general nature and are not intended to address the circumstances of any particular individual or entity. We are not acting and do not purport to act in 
any way as an advisor or in a fiduciary capacity. Any decision to invest must be made by the recipient solely on the basis of its own independent judgement and research 
and subject to the terms and conditions governing applications to any relevant fund. No one should act upon such information or opinion without appropriate professional 
advice after a thorough examination of a particular situation. While opinions stated are honestly held, they are not guarantees and should not be relied on. Please note 
that past performance figures are not audited and should not be taken as a guide to the future. 27four Investment Managers will not be held liable or responsible for any 
direct or consequential loss or damage suffered by any party as a result of that party acting on or failing to act on the basis of the information provided in this document. 
This document may not be amended, reproduced, distributed or published without the prior written consent of 27four Investment Managers. 27four Investment Managers 
is an authorised financial services provider.

I’m invested...


