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Will equities saw a second Covid-10 correction?  

Share markets recorded a sell off last week as more and more second wave Covid-19 cases 

are reported. The sudden increase in infections and deaths reported in the US, China and 

Europe had led to a flight of investors from risky assets as the second wave of infections 

may halt the opening of economies. In the US, the state of Texas tracked back on their heels 

as they close bars on Friday. Florida and other “Sun Belt” states recorded an alarming 

growing amount of new cases as their governors had reopened businesses. Infected cases 

worldwide stand on 9.6 million with deaths approaching half a million. Equity markets for 

most of last week traded negatively with US stocks losses mounted to more than 4.0% and 

treasuries rose. This despite data than show that US consumer spending had surged by a 

record in May as the relief payments from the government were spend. A fear on yet another 

downward correction on share markets, just as during March, also contributes towards 

negative market sentiment. At the close of markets in South Africa on Friday, the Dow Jones 

Industrial index was down by 2.3% and the S&P500 traded off by 2.03%. The NASDAQ that 

reached a new record level above the 10 000 earlier in the week had tumbled more than 

4.0% since the previous Friday.   

The “bad news” around South Africa’s supplementary budget that was delivered by Finance 

Minister Tito Mboweni last Wednesday was expected. The projected debt to GDP ratio of 

82% was discounted by markets at the beginning of the week. The Rand, although volatile 

and bond rates moved rather sideways. The currency traded Friday at the close of the JSE 

on R17.32/$, the same number as the previous week, against the Pound 5 cents stronger on 

R21.36 and only 3 cents weaker against the Euro on R19.41. The R186 2030 bond traded 9 

points stronger on 7.65%. This indicates that foreign investment sentiment against the 

country remains cautious. The increase in the unemployment rate during the first quarter 

from 29.1% to 30.1% was lower than expected. The indication that this figure may rise to 50 

% during the second quarter becomes more evident. The long-awaited inflation rate for April 

was released by STATSSA last Wednesday, indicating the growth in the new adjusted CPI 

basket was a low 3.0%, increasing sentiment that another drop in the repo rate in July is 

imminent.  

On the JSE most equities had an up and down week but ended the week flat. Financial and 

Banking shares, as a proxy for domestic market sentiment however continue to move 

downwards. The FINI 15 index traded lower than 10 000 at the close on Friday  
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(9991). This is now 35% lower than the 15 2934 on 14 January 2020. The ALSI closed 

Friday on 53 648 or 1.1% down from the previous week. Industrial shares traded down by 

only 0.5%, whereas Resources gained 1.1%. Listed property continue its dire straits 

movement as the index traded down by 3.6% 

This coming week investors’ attention will concentrate mostly on the release of South 

Africa’s Gross Domestic Product (Economic growth) numbers by STATSSA today. It is 

expected that the economy had contracted by 3.5% during the first three months of the year, 

as the “Lock Down” was only introduced at the end of March. SACCI will publish its latest 

business confidence index (MAY) also today. It is expected that the index had improved 

somewhat to 83 from 77 in April. ABSA ‘s manufacturing PMI and total new vehicle sales 

data for June will be announced on Wednesday. Globally the release of the latest Job data 

for the US on Thursday will set the sentiment for equity and bond markets. The US Federal 

Reserve’s latest minutes that will be released on Wednesday will also be of importance. 

Most Developed Market economies will announce their various Purchasers Managers 

Indices (PMI’s) during the week.   
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Fund Managers (Pty) Ltd client’s and prospective clients, 

and other specific addressees.  It is not to be reproduced or distributed to any other person except to the client's professional 

advisers.    

All data, models and tests are sourced from external data vendors or service providers unless otherwise stated thereon.  

While information obtained is from sources, we believe to be reliable; Rebalance Fund Managers (Pty) Ltd does not 

guarantee the accuracy or completeness thereof.  Save as may be provided under law, Rebalance Fund Managers (Pty) Ltd, 

does not accept any liability for inaccurate or incomplete information contained, or for the correctness of any opinions 

expressed.  Prospective investors should inform themselves and take appropriate advice as to any applicable legal 

requirements and any applicable taxation and exchange control regulations in the countries of their citizenship, residence or 

domicile which might be relevant to the subscription, purchase, holding, exchange, redemption or disposal of any 

investments.  

While the portfolio manager will attempt to minimise risk, the value of investments in discretionary accounts and the income 

derived from those investments may fluctuate and it is possible that the investor could incur losses, including the loss of 

principal invested.  Past performance is not necessarily indicative as to future performance.  An investor whose reference 

currency differs from that in which the fund or segregated account is denominated may be subject to exchange rate 

movements, which may cause fluctuations in the value of their investments.  In addition, investments involving exposure to 

a currency other than that in which the segregated account or fund is denominated may also cause values to fluctuate.    

Funds that pursue a multi-management approach have an extra layer of fees, with fees payable to both the underlying 

managers and the manager of the fund itself.  Normally both annual management fees and performance fees are payable to 

the underlying managers and an annual management fee is payable to the manager of the fund.   

Rebalance Fund Managers (Pty) Ltd is an authorized Financial Service Provider, FSP 45054.   


