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MARKET COMMENTARY

Global equity markets remained under pressure in October, weighed down by increasing Covid-19 infections in Europe and the US, with many countries 
across Europe reintroducing lockdown measures. Markets also reacted negatively to concerns around the lack of additional fiscal stimulus, as well as the 
outcome of the US Presidential Election in early November and its effect on economic policy. The much talked about US large-cap technology names, 
which have led the global equity market recovery since March, also came under pressure during the month. Apple, Amazon and Facebook struggled, 
weighed down by earnings releases that the market perceived as disappointing.

South African equities moved lower during the month, in line with the risk off sentiment across global markets. The performance of local equities was
weighed down by poor performance from large cap resource counters on the back of softer commodity prices. Local bonds fared relatively well despite 
heightened volatility across global markets, ending the month as the best performing local asset class. Short and medium dated instruments benefitted 
from the increased possibility of an interest cut rate, given well contained inflation. Local listed property continues to be a laggard, weighed down by 
elevated debt ratios, asset write downs and the possibility of a dilution through capital raises at depressed share price levels. The rand fared well against 
most major developed market currencies for the month, which acted as a headwind for the performance of global asset classes in rand terms.

Finance Minister Tito Mboweni delivered the Medium-Term Budget Policy Statement towards the end of October. The speech contained detail on planned 
expenditure cuts, which are largely driven by reductions in the public sector wage bill and efforts to divert spending away from consumption to 
infrastructure. Minister Mboweni also announced further financial support for SOE’s, with SAA receiving R10.5 billion rand to assist the airline’s business 
rescue process and an additional R7 billion allocated to Land Bank. In terms of economic growth, available data appears to indicate that economic activity 
rebounded strongly in the 3rd quarter, which suggests that Q3 GDP growth may significantly outperform consensus forecasts. Despite the significant
recovery in the third quarter, the lockdown in Q2 is likely to lead to the sharpest economic contraction in the 2020 calendar year for quite some time. SA 
headline CPI fell to a year-on-year figure of 3.0% to the end of September (from 3.1% in August), largely driven by slower than expected rental inflation.

The JSE All Share Index (-4.7%) ended the month lower, weighed down by poor performance from large cap resource and industrial constituents. Local 
equity sectors had mixed performance during the month, with Industrials (+0.4%) ending the month higher, while Financials (-5.8%) and Resources
(-10.8%) ended the month sharply lower. The top performing shares amongst the largest 60 companies on the JSE in October were MultiChoice (+38.3%), 
African Rainbow Minerals (+17.6%) and Capitec (+9.9%). The worst performing shares in October were Sasol (-35.2%), Redefine Properties (-17.4%) and 
Resilient (-16.6%).

Listed property (-8.5%) continued to underperform, ending the month as the worst performing local asset class for the fourth month running. Local 
bonds (+0.9%) ended the month higher, with short and medium dated exposures continuing to outperform long dated instruments. Cash delivered a 
stable return of +0.3% for the month.

The rand was stronger against most major developed market currencies for the month. The rand appreciated against the euro (+3.3%), the US dollar
(+2.7%) and the pound sterling (+2.6%) during the month.

*All data is sourced from Morningstar Direct as at 31/10/2020. The performance of South African asset classes is quoted in rands.
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