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MARKET COMMENTARY

Global markets continued to climb higher in May following a strong rebound in April, as investors reacted positively to the news of many economies 
reopening following the Covid-19 induced lockdowns. The positive performance generated by most global equity markets came despite concerns around 
a possible second wave of infections and political tensions between the US and China, initially around Covid-19 and later around Beijing’s treatment of 
Hong Kong. Economic data continues to show signs of the damage caused by the Covid-19 pandemic, with forecasts indicating that the US economy 
lost another 8.3 million jobs in May, following the 20.5 million lost in April. This would push the US unemployment rate close to 20%, after it ended April 
at a level of 14.7%. Retail sales in the US also showed signs of the damage inflicted on the world’s largest economy, with sales at retailers plummeting 
16.4% in April, the largest monthly decline in 28 years. 

South African equities ended the month largely flat. There was, however, significant dispersion in performance among the index constituents over the 
month. Platinum group metals counters (PGM’s) and diversified miners delivered strong performance during the month, however, this was offset by 
continued weakness in banking and financial counters. Local bonds were the standout performer during the month in terms of local asset classes. Yields
continued to fall dramatically during May (moving prices higher), as the asset class delivered its best monthly performance since July 2008. Local listed 
property continued to struggle during the month as the benefit of lower interest rates appeared to be offset by tenants struggling to deliver on 
contractual rental obligations. 

The Governor of the South African Reserve Bank (SARB), Lesetja Kganyago, announced another reduction in the repo rate of 50 basis points during May, 
bringing the rate to a record low of 3.75%. President Cyril Ramaphosa announced the re-opening of some sectors of the economy under Level 4 
lockdown restrictions and also announced that the country will move to Level 3 from the 1�ᵗ of June, which will allow many businesses to return to full 
operation.

The JSE All Share Index (+0.3%) finished the month largely flat, as strong performance from PGM counters and diversified miners was offset by
weakness in banking and financial counters. Local equity sector performance was mixed, with Resources (+5.6%) delivering strong performance, while 
Industrials (-1.8%) and Financials (-3.2%) fared slightly worse. The top performing shares in May amongst the largest 60 companies on the JSE were 
Kumba Iron Ore (+34.5%), Aspen (+20.8%) and Northam Platinum (+18.6%). The worst performing shares in May were Investec Ltd (-20.8%), 
Investec PLC (-16.3%) and Old Mutual (-16.3%).

Listed property (-0.8%) remained out of favour with investors, as the asset class failed to capitalise on the low interest rate environment in South 
Africa. Local bonds (+7.1%) delivered strong performance in the month, as investors took advantage of the attractive yields on offer, particularly given 
the decline in local cash yields following the recent interest rate moves from the SARB. Cash delivered a stable return of +0.5% for the month.

The rand was stronger against most major developed market currencies for the month. The rand appreciated against the pound sterling (+6.3%), the 
US dollar (+4.2%) and the euro (+2.6%) during the month.

*All data is sourced from Morningstar Direct as at 31/05/2020. The performance of South African asset classes is quoted in rands.
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