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Asset Class Returns 

 

Asset Class Underlying Index CCY / 
Price

Jun 2022 Q2 2022 1 Year 3 Years 
Annualised

5 Years 
Annualised

South African Asset Returns (Rand)
Local Equity FTSE/JSE All Share ZAR -8.0% -11.7% 4.7% 8.2% 8.7%
Local Equity FTSE/JSE SWIX ZAR -7.4% -10.6% 2.8% 5.6% 5.9%
Local Equity FTSE/JSE Capped SWIX ZAR -7.5% -10.6% 6.9% 6.8% 5.9%
Local Bonds BEASSA All Bond (SA Bond) ZAR -3.1% -3.7% 1.3% 5.8% 7.8%
Local Property FTSE/JSE SA Listed Property ZAR -10.3% -11.6% 0.2% -9.0% -7.3%
Local Cash SteFI ZAR 0.4% 1.2% 4.2% 5.0% 5.9%
Local CPI SA CPI ZAR 0.7% 2.3% 6.5% 4.6% 4.5%
Global Equity MSCI AC World ZAR -4.4% -6.1% -3.9% 11.9% 12.3%
Global Bonds Bloomberg Barclays Global Agg ZAR 1.8% 2.9% -2.8% 4.7% 4.0%
Global Property FTSE EPRA Nareit Developed Rental ZAR -5.3% -9.4% -1.7% 4.2% 6.7%
Resources FTSE/JSE Resources ZAR -16.3% -20.7% 10.7% 17.3% 22.7%
Industrials FTSE/JSE Industrial ZAR 0.9% -3.0% -6.2% 5.3% 3.9%
Financials FTSE/JSE Financial ZAR -15.9% -18.3% 14.0% -0.6% 2.8%
SA Large Cap Top 40 ZAR -8.1% -11.7% 4.7% 8.6% 9.4%
SA Mid Cap Mid Cap ZAR -9.4% -12.7% 3.9% 4.6% 4.6%
SA Small Cap Small Cap ZAR -7.3% -5.4% 19.5% 15.1% 6.5%

Global Asset Classes Underlying Index CCY / 
Price

Jun 2022 Q2 2022 1 Year 3 Years 
Annualised

5 Years 
Annualised

Global Equities
Developed Equity MSCI World USD -8.6% -16.1% -14.0% 7.5% 8.2%
Emerging Market Equity MSCI Emerging Markets USD -6.6% -11.4% -25.1% 0.8% 2.5%
S&P 500 S&P 500 Index USD -8.3% -16.1% -10.6% 10.6% 11.3%
Dow Jones Dow Jones Industrial Average USD -6.6% -10.8% -9.1% 7.2% 10.0%
Nasdaq NASDAQ Composite Index USD -8.7% -22.3% -23.4% 12.2% 13.5%
FTSE 100 FTSE 100 Index GBP -5.5% -3.8% 5.7% 2.5% 3.5%
STOXX Europe 600 STOXX Europe 600 Price Index EUR EUR -8.0% -9.1% -7.0% 5.0% 4.7%
CAC CAC 40 Index EUR -8.2% -8.9% -6.2% 4.9% 5.9%
DAX Deutsche Boerse German Stock Index EUR -11.2% -11.3% -17.7% 1.0% 0.7%
Hong Kong HSI Hong Kong Hang Seng Index HKD 3.0% 0.9% -21.9% -5.7% 0.0%
Nikkei Nikkei 225 JPY -3.1% -5.0% -6.5% 9.5% 7.7%
Shanghai SE Shanghai Stock Exchange Comp Index CNY 7.5% 5.6% -3.3% 6.8% 3.6%
SA ALSI FTSE/JSE All Share - Return in USD USD -11.8% -20.5% -7.9% 3.2% 4.1%
MSCI South Africa MSCI South Africa Index USD USD -12.1% -22.2% -11.6% -2.2% -0.1%

Currencies
Rand/Dollar ZAR/USD 16.28 -3.9% -10.3% -12.3% -4.7% -4.3%
Rand/Pound ZAR/GBP 19.83 -0.4% -3.1% -0.2% -3.3% -3.0%
Rand/Euro ZAR/EUR 17.06 -1.7% -5.3% -0.8% -2.1% -2.6%
US Dollar Index DXY 104.69 2.9% 6.5% 13.3% 2.9% 1.8%
Euro/Dollar EUR/USD 1.05 -2.3% -5.3% -11.6% -2.7% -1.7%
Dollar/Yen USD/JPY 135.72 5.5% 11.5% 22.1% 8.0% 3.8%
Pound/Dollar GBP/USD 1.22 -3.4% -7.3% -12.0% -1.4% -1.3%

Commodity Prices (USD)
West Texas Oil WTI Crude $105.76 -5.5% 11.2% 61.5% 25.5% 14.8%
Brent Crude Oil Brent Crude $114.81 -6.5% 6.4% 52.8% 19.9% 19.1%
Gold Gold Spot   $/Oz $1,807 -1.6% -6.7% 2.1% 8.6% 7.8%
Platinum Platinum Spot  $/Oz $897 -7.4% -9.1% -16.6% 2.4% -0.6%
Palladium Palladium Spot  $/Oz $1,940 -3.1% -14.5% -30.3% 8.1% 18.1%
Copper LME Copper Spot ($) $8,254 -12.6% -20.4% -11.7% 11.3% 6.8%
Iron Ore 62% Generic 1st 'SCO' Future $130 -2.6% -13.8% -39.4% 6.0% 18.3%
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Source: Bloomberg and PortfolioMetrix 

The second quarter generally saw poor performance across most asset classes with the main exception of 
commodities and Chinese domestic shares. Unusually, bonds and equities fell together as central banks 
aggressively increased interest rates to try to control inflation. Commodities continued to benefit from global 
shortages resulting from sanctions on commodity exporting Russia after their invasion of Ukraine. However, as 
markets shifted from an inflationary sell-off to recessionary concerns commodities gave up some of their gains. 
Chinese equities benefitted towards the end of the quarter as the country began to emerge from its strict 
lockdowns.  Volatility, as measured by the VIX index, rose almost 40% over the quarter. Developed market equities 
(as measured by the MSCI World Index including dividends) fell 16.1% in US dollar terms over Q2 and emerging 
market equities (MSCI EM Index) fell 11.4%. Global bond yields rose steadily over the quarter leading to higher 
credit quality bonds (as measured by the Bloomberg Global Aggregate Index) falling 8.3%. Lower quality ‘high 
yield’ bonds also fell, down just under 12% as investors worried about weakness of the global economy. Despite 
these concerns oil was up 6.4% over Q2 whilst gold fell 6.7%.  

The first six months of the year have been extremely difficult for investors with the US market posting its worst 
performance for the first half of the year since 1970.  

 

 

Source: New York Times 

South Africa (SA) could not continue to “buck the trend” as it had done in the first quarter. Generally, SA is a high 
beta market that is susceptible to investor confidence and highly geared to global risk sentiment. In the face of 
global recessionary fears, we saw SA equities fall more heavily than global equities and the rand weakened 
significantly over the quarter.  Resources stocks had a very difficult quarter as base metal prices (amongst others) 
suffered a heavy selloff dragging down mining stocks. Let’s not forget that this was the sector that propped up 
local equity returns in the first quarter, clearly a beneficiary of commodities, but equally susceptible to falling 
global demand. SA bonds were not spared despite the exceptionally high yields already available in the local 
bond market. However, the fall was not as dramatic as that felt on the equity market as one would expect. 
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Q2 Talking Points 

 

Central Banks start to walk the talk – justifiably so 

The second quarter of this year was characterised by aggressive action taken by central bankers around the world. 
For example, the Federal Reserve raised its policy rate by 75bps in June; the last time such an aggressive move 
was taken was in 1994. This followed a 50bps increase in May and 25bps in March. However, inflation remains 
well above central bank policy rates for almost all countries. Monetary policy rates are used as a tool to influence 
demand in the broader economy. By raising rates central bankers hope that inflation can be cooled by decreasing 
aggregate demand. This, however, is a relatively blunt instrument considering the factors that are driving inflation 
now. The concern that market participants have is that central bankers may act too aggressively as they play catch 
up to runaway prices. Comments from Fed Chairman, Jay Powell, in June of its “unconditional” resolve to tame 
inflation may provide justified concern of this. However, what choice do they have? Another major concern for 
central bankers is inflation expectations and their credibility in the eyes of the market in keeping expectations 
anchored. There is no doubt that some of this credibility has been tarnished given the tremendous miscalculation 
of inflationary pressures by central bankers as early as November 2021. Given this, the market is expecting more 
rate hikes of similar magnitude by the Fed in the coming quarters.  

 

Source: J.P. Morgan Asset Management 

The US is in a different space to other parts of the world, however. As written in the previous quarter, the US is 
no longer as reliant on external sources for oil as it was in the 70’s and the share of food and energy in consumers 
spending has fallen dramatically. Couple this with a jobs market offering roughly two job openings to every 
applicant and some of the immediate risks seem less dire for the largest economy in the world. Europe on the 
other hand is in a much more fragile position. Their reliance on Russia for energy leaves them in a precarious 
position as they scramble for gas reserves for the coming winter months. This has caused energy prices to soar 
and remain very high (and a lot higher than the US).  
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Source: J.P. Morgan Asset Management 

 

Consumer confidence dictating market performance 

Sentiment is currently at record lows. People are worried and they are feeling the pain as budgets get squeezed 
and markets sell-off. However, how has the market fared after consumer confidence troughs? An interesting 
analysis by J.P. Morgan shows that on average subsequent 12-month returns are 6 times higher after a consumer 
confidence trough than at a peak. When we are feeling our most gloomy and have the least appetite to invest is 
when the market is offering up the best forward-looking returns. 

 

Source: J.P. Morgan Asset Management 
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Prior bear markets 

To contextualise the current market selloff, we look at prior drawdowns in the S&P 500 going back to 1945 (post-
war era): 

 

Source: FineMark National Bank & Trust 

There have been 12 periods where the market has fallen 20% or more. On average this works out to be a bear 
market1 once every 6 years. The covid crash in 2020 was the first such move since the 2008 global financial crisis 
and so it represented a long overdue correction. But we know that this was short lived as central banks stepped 
in with extraordinary monetary stimulus that resulted in the fastest recovery in history. Looking at calendar year 
returns, and with no knowledge of the pandemic, you would be surprised to learn that markets fell by a third in 
February 2020 given that developed equities ended the calendar year up 16% in USD and US equities up 20%.  

If we overlay economic performance, we can see that bear markets, when experienced in conjunction with an 
economic recession, typically have deeper drawdowns. But what about subsequent returns?  

On average the subsequent 12 month return after a drawdown of more than 20% is 13.6%. If it coincides with an 
economic recession, it is 12.6% (slightly worse). The table below shows the subsequent 12 month returns from 
the above drawdowns (excluding the drawdown we are currently going through for obvious reasons): 

 

 
1 Market participants and financial journalists have used a drawdown of 20% or more to be described as a technical bear 
market. 

Subsequent 12m Date Subsequent 12m Return Economic Environment
Jun-49 41.1% Recessionary
Oct-57 31.5% Recessionary
Jan-70 12.7% Recessionary
Nov-73 -28.4% Recessionary
Feb-82 30.6% Recessionary
Mar-01 -2.7% Recessionary
Jul-08 -29.6% Recessionary

Mar-20 45.5% Recessionary
Sep-46 2.1% Non-recessionary
May-62 20.5% Non-recessionary
Aug-66 22.4% Non-recessionary
Oct-87 18.0% Non-recessionary
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Even though we are going back almost 80 years this is still a small sample size and we should therefore take the 
results with a small pinch of salt. There are also two periods where subsequent returns are deeply negative (Nov-
73 and Jul-08) and so you cannot write off the fact that things could get worse from here. However, should you 
believe the market has endured most of its losses, history suggests that selling out now, and crystalising losses, 
may be a bad idea. 

 

Valuations 

Much of the themes driving the fall in markets will continue for the foreseeable future. However, re-pricing of 
asset classes means that forward looking returns are more attractive than what they were at the end of last year 
with much uncertainty already priced in. Equity valuations are now at below average multiples and the selloff in 
bonds means that more attractive yields are on offer. With earnings season on the way in the US, concerns around 
margin pressure on companies pose a risk to stocks in the short term. Those companies that are better able to 
maintain margins by keeping costs down and/or passing price pressures onto customers should benefit on relative 
terms. Despite these short / medium term risks one can be cautiously optimistic that the recent moves in markets 
have been pre-emptive of these pressures and that one is being more favourably rewarded for taking risk. 

 

 

 

 

 

 

 

 

 

Source: J.P. Morgan Asset Management 

QUARTERLY MACROECONOMIC DATA 

GDP figures released in the second quarter were for Q1 2022 and were mixed. Inflation generally increased 
strongly during the second quarter, in many cases to levels not seen for decades. Unemployment, however, 
generally fell as economies continued their recovery from COVID. 

Recessionary Average 12.6%
Recessionary Median 21.7%
Total Average 13.6%
Total Median 19.3%
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MONETARY POLICY (RATES & EXTRAORDINARY MEASURES) 

The second quarter of 2022 saw dramatic tightening by several developed and emerging market central banks. 
The US Federal Reserve raised rates by 1.25% and began quantitative tightening (selling some of the bonds they 
bought during COVID), whilst the Bank of England tightened rates by 0.5% and began to reverse its quantitative 
easing. Almost the sole exception was the Russian central bank, which had dramatically raised rates in Q1 to 
defend its currency post western sanctions and began to relax policy in Q2. 

 

  

Core Inflation

Region
Latest 

Reading
Change Detail

Latest 
Reading

Change
Latest 

Reading
Latest 

Reading
Change

UK 3.2%
In line with 

expectations 9.1% 5.9% 3.8% Inflation highest since 1982

US -1.6%
Slightly below 
expectations 8.6% 6.0% 3.6% Inflation highest since 1981

Eurozone 2.4% Above expectations 8.1% 3.8% 6.6%
Inflation highest since records 

began and unemployment lowest 
since records began

Japan -0.5% Above expectations 2.5% 2.1% 2.6% Inflation highest in 7½ years

China 5.3% Above expectations 2.1% 0.9% 5.9%

Brazil 4.1%
In line with 

expectations 11.7% 9.3% 9.8% Unemployment lowest in 7 years

India 3.2% 7.0% 7.8%
Russia -3.2%* Q3 latest datapoint 17.1% 19.9% 3.9%
South 
Africa

7.8% Above expectations 6.5% 4.1% 34.5% Inflation highest since 2017 

Note: Change is from value as at previous quarter (revised if necessary). Core inflation omits volatile items such as energy and food.
Note 2: Some of the quarterly growth figures are annualised data points, others we have annualised ourselves using the latest quarterly data
Source: tradingeconomics.com

Previous Quarter Growth (annualised)
Comment

Inflation Unemployment

Central Bank End Q1 2022 End Q2 2022

US Federal Reserve 0.25%-0.5% 1.5%-1.75%
50 basis points rise in May and 75 basis points rise in June, also 

announced a reduction in assets purchased through QE ($47.5bn 
per month for the first 3 months)

Bank of England 0.75% 1.25%
25 basis points rise in both May and June, also announced that 

sales of corporate bonds (purchased through QE - £20bn in total) 
would commence in September 2022 and complete by end 2023

European Central Bank 0% 0%
Announced they expect to raise their key rate by 0.25% in July and 
again in September. Also announced that net purchases under the 

Asset Purchase Programme would end as of 1st July 2022

Bank of Japan -0.10% -0.10%
China 3.70% 3.70%

Brazil 11.75% 13.25% 100 basis points rise in May & 50 basis points rise in June

India 4.00% 4.90% 40 basis points rise in May & 50 basis points rise in June

Russia 20.00% 9.50%
300 basis points drops in both early and late April, 300 basis point 

drop in May & 150 basis points drop in June
South Africa 4.25% 4.75% 50 basis points rise in May

Source: global-rates.com

Monetary Rate
Detail
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LOOKING AHEAD 

The rest of the year will continue to be a bumpy ride for investors with uncertainty remaining stubbornly high for 
the following reasons:  

 Inflation risk: Inflation has continued to surprise on the upside and has reached levels we have not 
seen in decades. Factors driving these price pressures remain. 

 Geopolitical risk: The Russia / Ukraine war continues, exacerbating inflation risk but also generally 
raising alert levels because a nuclear power is at war. 

 Central Bank policy risk: To quell inflation, central banks globally have embarked on aggressive 
monetary tightening by raising interest rates. This coincides with the unwinding of central bank 
balance sheets through quantitative tightening. 

 Economic growth risk: Fears of inflation and monetary tightening, if overly aggressive, pose a risk to 
growth. 

Asset prices have adjusted considerably already to a changing environment; however, nothing is certain, and the 
jury is still out on whether a global recession will unfold (the risks of recession have increased materially though 
– an outcome that markets have begun to price-in). In a world with decoupled growth paths, heightened 
geopolitical risks, supply chain disruptions, deglobalisation trends and a war on inflation the need for careful 
diversification is critical in managing the uncertainties ahead. 

 

BUILDING BLOCK COMMENTARY 

 

Building Block Performance Table 

 

 

 

 

 

 

 

 

Note: All returns provided are in SA rands (ZAR) 

 

 

 

 

 

 

 

Fund Index Rel. Fund Index Rel. Fund Index Rel. Fund Index Rel.
SA Income 0.8% 1.4% -0.6% 4.9% 5.2% -0.4% 5.7% 6.1% -0.4% 7.0% 7.0% 0.0%

SA Bonds -3.2% -3.7% 0.5% 3.0% 1.3% 1.7% 6.7% 5.8% 0.9% 8.1% 7.8% 0.3%

SA Property -12.9% -11.6% -1.3% -1.5% 0.2% -1.7% -5.6% -9.0% 3.4% -4.8% -7.3% 2.5%

SA Equity -7.3% -10.8% 3.5% 8.7% 6.1% 2.6% 11.7% 6.0% 5.7% 9.9% 5.1% 4.8%

Global Bonds 2.5% 2.9% -0.4% -4.0% -2.8% -1.2% -- -- -- -- -- --

Global Property -8.8% -8.3% -0.4% 0.6% 0.2% 0.5% 7.1% 5.5% 1.6% 8.4% 7.9% 0.6%

Global Equity -5.8% -5.4% -0.4% -5.8% -3.3% -2.5% 8.6% 11.7% -3.0% 10.0% 11.9% -1.9%

*All returns  for periods greater than 1 year are annualised

1 Year 3 Year 5 Year3 Months

SA Income: STeFi + 1%, SA Bonds: FTSE JSE All Bond Index, SA Property: FTSE JSE SA Listed Property, SA Equity: FTSE JSE Capped SWIX, Global Bonds: Bloomberg Barclays Global Aggregate, Global 
Property: FTSE EPRA Nareit Developed Rental, Global Equity: MSCI ACWI, Global Equity: MSCI ACWI.
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South African Equity Commentary 

 

OVERVIEW 

The PortfolioMetrix BCI SA Equity Fund outperformed by 2.6% over the past 12 months (6.1% vs 8.7% for the fund) 
relative to its FTSE JSE Capped SWIX benchmark, 

 Over the quarter the fund outperformed by 3.5%, as the index returned -10.8% and the fund generated -7.3% 
 

Underlying funds over the quarter produced the following relative returns (vs FTSE JSE Capped SWIX): 

 Ninety One SA Equity: underperformed by 0.44% 
 36ONE BCI SA Equity: outperformed by 5.96% 
 Matrix SCI Equity: outperformed by 1.87% 
 Fairtree Equity: outperformed by 3.74% 
 Coronation Top 20: outperformed by 3.29% 
 Satrix Mid Cap Index: underperformed by 1.87% 

 

DETAIL 

 South African equity indices performed poorly over the quarter as the risk off sentiment caught up with 
the local market. There was a broad selloff across all benchmark indices as can be seen below: 

o ALSI -11.7% 
o SWIX -10.6% 
o Capped ALSI -11.4% 
o Capped SWIX -10.8% 

 At a super sector level we saw very weak performance from financials and resources with industrials 
performing significantly better, being supported by Naspers/Prosus. Performances for the quarter of these 
indices are as follows: 

o FTSE/JSE Financials -15.8% 
o FTSE/JSE Resources -20.7% 
o FTSE/JSE Industrials -3% 

 Small caps outperformed considerably, only falling 5.5% over the quarter. Mid-caps underperformed over 
the quarter down 12.7%. The Top 40 index (large caps) fell by 11.8%. 

 The below chart shows the ZAR return for those stocks that make up the FTSE/JSE Capped SWIX Index. 
This provides a visual representation of how few stocks produced positive returns this quarter: 
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 The funds sector distribution is shown below:  

 
Please note that due to data availability this is as at 31 May 2022 

 The Top 10 holdings of the fund vs benchmark are shown below: 
 Security Sector Portfolio Weight Benchmark Weight

ANGLO AMERICAN PLC Basic Materials 5.8% 5.6%
PROSUS NV Technology 5.2% 3.0%
IMPALA PLATINUM HOLDINGS LIMITED Basic Materials 4.9% 2.9%
NASPERS LIMITED Technology 4.8% 5.8%
STANDARD BANK GROUP LIMITED Financials 4.7% 3.9%
NEDBANK GROUP LIMITED Financials 4.4% 1.6%
SASOL LTD Basic Materials 4.2% 3.9%
MTN GROUP LIMITED Telecommunications 4.0% 5.0%
GLENCORE PLC Basic Materials 3.6% 1.7%
FIRSTRAND LIMITED Financials 3.4% 6.0%
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Please note that due to data availability this is as at 31 May 2022 
 Detractors to active performance came from the Ninety One SA Equity fund as well as the Satrix Mid Cap 

Index exposure.  
 Performance shifted strongly in June as we saw several commodity prices begin to fall and the US dollar 

strengthen materially. 
 This was on the back of markets pricing in recessionary fears as consumer confidence plummeted in most 

economies. 
 As a result, commodity stocks fell hard and were a strong detractor to performance over the quarter. 
 Fortunately, Naspers announced a favourable open-ended share buyback scheme which caused both 

Naspers and Prosus to rerate sharply towards the end of the month and negate some of the 
underperformance felt by the funds overweight to commodities. 
 

South African Bonds Commentary 

 

OVERVIEW 

The PortfolioMetrix BCI Bond FoF outperformed by 1.7% over the past 12 months (1.3% vs 3% for the fund) relative to 
its FTSE JSE All Bond Index benchmark, 

 Over the quarter the fund outperformed by 0.5%, as the index returned -3.7% and the fund generated -3.2% 
Underlying funds over the quarter produced the following relative returns (vs FTSE JSE All Bond Index): 

 Coronation Bond: underperformed by 0.18% 
 Ninety One Gilt: underperformed by 0.28% 
 Ninety One Corporate Bond underperformed by 0.16% 
 Stanlib Bond: underperformed by 0.22% 

 
Due to differences in portfolio valuation times as well as fee differences between retail and institutional share classes 
there are discrepancies between the SA Bond Fund performance and its underlying funds, particularly during periods of 
greater volatility, as was the case in 2022 Q2. 
 
As a further drive towards efficiency in the SA Bond fund we have made small target allocation changes.  The 
target weightings are as follows: 

 Coronation Bond Fund  13% 
 Stanlib Bond Fund  13% 
 Ninety One Gilt Fund  13% 
 Ninety One Corp. Bond Fund 20% 
 PMX Core Bond Seg. Mandate 40% 

 

DETAIL 

 The quarter was characterized by a risk-off sentiment and prioritization of USD liquidity over fundamental 
valuation, as such South African Bonds went from cheap to cheaper. Some support for this assertion: 

o The All-Bond Index returned -3.7%, 
o The South African 10-year yield widened by 100 basis points, from 9.96% to 10.99%, 
o The South African credit default swap moved from 210bps to 317 bps 

 The foremost threats to South African bonds reside in higher-than-expected inflation and issuer default, 
let us address each briefly below: 
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o Inflation has been on the rise, both domestically and globally. This has caused the US FED to 
implement aggressive monetary policy. Bringing this back home the very credible South African 
Reserve Bank (SARB) has stayed “ahead of the curve” understanding that currency weakness leads 
to imported inflation. 

 The SARB has maintained its credibility amongst international investors so imported 
inflation effect will be minimized as far as possible. 

 Local inflation, although rising, is well anchored due to a relatively weak consumer. The 
threat here would eb second round (or “sticky”) inflation talking hold and requiring a 
more hawkish SARB for longer. 

o Default is the perhaps only second to the word recession when used to fear-monger. Of course, 
it is possible, but as the following chart shows it is also a lot less likely than most investors 
expect. South Africa has a high interest bill at 17% of our revenue, but that is in fact a lot less 
than other emerging markets. More importantly though is that most of our debt is actually based 
in local currency. Dependence on being able to source USD to pay hard currency debts is the real 
risk and source of default, South African debt does not bear much of this exposure or risk. 

 

 Having briefly assessed the over-priced discounts applied to our local bonds, it may be worth observing 
some of the forward-looking fundamentals: 

o South African Debt-to-GDP and overall financial position has improved significantly over the past 
two years, this provides for revised credit ratings and lower perceived risk, 

o Inflation remains relatively contained, an easing in global energy prices will make a significant 
difference, this should drive our already attractive real yield into an even more appealing 
situation, 

o Treasury’s bond issuance is well ahead of schedule, this provides for greater opportunity to either 
reduce issuance, pay down existing debts, or restructure more burdensome funding sources 
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South African Cash and Stable Income Commentary 

 

OVERVIEW 

The PortfolioMetrix BCI Income Fund underperformed by 0.4% over the past 12 months (5.2% vs 4.9% for the fund) 
relative to its STeFi + 1% benchmark, 

 Over the quarter the fund underperformed by 0.6%, as the index returned 1.4% and the fund generated 0.8% 
Underlying funds over the quarter produced the following relative returns (vs STeFi + 1%): 

 Coronation Strategic Income: underperformed by 1.21% 
 Ninety One Diversified Income: underperformed by 0.85% 
 BCI Income Plus: underperformed by 1.33% 
 Matrix NCIS Stable Income: underperformed by 0.33% 
 Sasfin BCI High Yield: outperformed by 0.32% 
 Taquanta Active Income: outperformed by 0.30% 

 

DETAIL 

 The South African Reserve Bank raised its benchmark repo rate by 50 bps to 4.75% at its May 2022 
meeting, as widely expected. This is the 4th consecutive hike and the biggest in over six years due to 
heightened inflation risks stemming from geopolitical tensions. Policymakers said that the overall risks 
to the medium-term growth outlook are assessed to be balanced, while the risks to the inflation outlook 
are assessed to the upside.  

 The expected upside inflation risk came to fruition as the May CPI release of 6.5% missed consensus 
(6.2%) and breached the upper target band of the SARB (6.0%) for the first time since 2017. 

 Market participants continues to price in very aggressive rate hikes, with the FRA curve predicting rates 
to be at 8.5% by the end of 2023. 

 SA government bonds suffered a very difficult quarter, losing 3.7%, as global recession fears kick in and 
stage 6 loadshedding knocked the local economy.  

 Global corporate bond prices continued to tumble as recession fears accelerated, pushing credit spreads 
to their most distressed levels since mid-2020 following the start of the pandemic. 

 Local inflation linked bonds (3.0%) benefitted from the accelerated rise in inflation, as they were the only 
asset class to outperform cash (1.2%) over the quarter. 

 Property had an extremely tough quarter, falling 12.7%, as risk assets sold off across the board. Our 
underlying managers remain underweight the sector due to its volatile nature.  

 The Taquanta Active Income Fund was added to the portfolio during the quarter as we sold our remaining 
position of the Nedgroup Investments Flexible Income Fund, while also reducing our exposure to the 
Coronation Strategic Income Fund and the Ninety One Diversified Income Fund.  

o The Taquanta Fund is a low duration fund which invests in high quality credit names, and use 
structures to lock in high government yields while not being exposed to the volatility that 
normally comes with those instruments. It also does not have any exposure to property counters. 

o The fund switches worked in our favour, as the reduced duration and property exposures helped 
limit our downside risk in a very volatile quarter.  
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South African Property Commentary 

OVERVIEW 

The PortfolioMetrix BCI SA Property Fund underperformed by 1.7% over the past 12 months (0.2% vs -1.5% for the fund) 
relative to its FTSE JSE SA Listed Property benchmark, 

 Over the quarter the fund underperformed by 1.3%, as the index returned -11.6% and the fund generated -
12.9% 

Underlying funds over the quarter produced the following relative returns (vs FTSE JSE SA Listed Property): 

 Sesfikile BCI Property: underperformed by 0.97% 
 Absa Property Equity: underperformed by 2.46% 

 

DETAIL 

 SA Listed Property delivered returns of -12.7% over the first half of 2022, and -11.6% over the second 
quarter of 2022.  

 While property fundamentals have improved, higher inflation without a concurrent improvement in 
economic growth and rising opportunity costs (being long on bonds) are valuation risks facing the sector. 

 Listed Property has some inflationary tailwinds as rentals generally see decent upside during these times, 
however when the inflation is more supply side driven as opposed to demand driven (off the back of 
stronger GDP growth) there isn’t necessarily enough rental growth to counter the negative valuation 
impact from higher bond yields. 

 Given the uncertain macroeconomic environment with the risks of slow global growth and high inflation, 
the SA Listed Property results season showed a stabilisation in fundamentals and even green shoots 
emerging with enquiries for office space picking up, regional shopping centres rentals recovering and 
industrial rentals also firming. 

 Absa continues to manage the fund very actively, looking for quality opportunities at good prices, building 
those positions and then recycling into new opportunities.  

 The Sesfikile team believe that without significant deterioration in domestic economic growth and bond 
prices, the sector will deliver mid teen total returns, which should comfortably beat inflation. 
 

Global Equity Commentary 

 

OVERVIEW 

The PortfolioMetrix BCI Global Equity FoF underperformed by 2.5% over the past 12 months (-3.3% vs -5.8% for the 
fund) relative to its MSCI ACWI benchmark, 

 Over the quarter the fund underperformed by 0.4%, as the index returned -5.4% and the fund generated -5.8%. 
 

The performance of the underlying funds (versus their respective regional indices) for the quarter is shown below 
(in ZAR). Active performance was the biggest attributor to the slight underperformance of the fund over the 
quarter. Most active managers underperformed with the biggest laggard, Miton European Opportunities fund, 
contributing most to negative alpha. Generally, our slight overweight exposure to European equities contributed 
to underperformance. However, exposure to EM Asia and Chinese A-Shares contributed positively to performance. 
Unfortunately, this was not enough to cushion the underperformance in Europe. 
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DETAIL 

 Global equities experienced a sharp fall over the quarter as markets re-priced aggressively due to 
tightening monetary policy and risks to global growth. 

 Developed equities underperformed emerging market equities with the strongest performing regions 
coming from the UK, Pacific ex-Japan and Japan. 

 In a change of fortune, the worst performing developed region was North America which dragged down 
performance of the broader market. Continental European equities also had a torrid quarter on the back 
of the energy crisis and soaring energy prices as well as its effects on growth for the region. 

 Within emerging markets there was a large divergence in performance over the quarter with Latin 
American equities and EM Europe falling 22% and 21% respectively in USD. EM Asia, however, fell only 
9.3% for the quarter. 

 Within EM Asia, Chinese equities outperformed strongly with the MSCI China index up 3.4% and the A 
shares market up 1.55%. This performance from China propped up the region for the quarter.  

 The strong fall in commodity prices to the latter part of the quarter dragged down performance from 
commodity producing regions such as Latin America. This was in strong contrast to last quarter. 

 The value style continued its outperformance over the quarter with growth and momentum factors the 
worst performing. 

 From a sector perspective, defensive sectors such as energy, consumer staples, health care and utilities 
strongly outperformed with the worst performing sectors being consumer discretionary, communication 
services and technology stocks. 

 Underperformance came from those managers that are more growth oriented as well as those managers 
within the European region. 

 The biggest contributors to the negative excess return were Brown Advisory, Miton European 
Opportunities and Man GLG Continental European Opportunities. 

 Strong contributors to excess return came from Matthew Asia Pacific Tiger, Invesco FTSE RAFI 1000 UCITS 
ETF and Man GLG Japan Core Alpha fund. 

 There were no fund changes over the quarter. 
 

Global Bonds Commentary 

 

OVERVIEW 

The PortfolioMetrix BCI Global Bond Fund underperformed by 1.2% over the past 12 months (-2.8% vs -4.0% for 
the fund) relative to its Bloomberg Barclays Global Aggregate benchmark, 

 Over the quarter the fund underperformed by 0.4%, as the index returned 2.9% and the fund generated 
2.5% 
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Underlying funds over the quarter produced the following relative returns (vs Bloomberg Barclays Global 
Aggregate): 

 iShares Global Govt Bond: underperformed by 0.20% 
 iShares Global Corp Bond: underperformed by 0.53% 

DETAIL 

 Persistent, high, and broad-based inflation has continued to surprise central banks on the upside. This 
has resulted in the US Fed, the ECB, and other central banks taking aggressive action. Fears of a policy 
error have fortunately firmed up support for Fixed Income, albeit and suppressed levels. 

 The sell-off runs back to the second half of last year, but perhaps only “felt” by investors this year as 
equities correlated and sold-off too. Drivers of the 2022 Q2 sell off in fixed income were both duration 
and credit risk as capital sought safe-haven status. 

 Historically this sell-off has been material producing the largest intra-year drawdown since 1976 (see the 
image at the end of this section) 

 The US yield curve was extremely flat, especially from 2-years out recording yields of 3% (an aggressive 
bear flattener) 

 Focusing on sectors of global fixed income: 
o Sovereign Debt was mixed, especially in the short-maturity instruments as central banks caused 

volatile shifts in yields. 
o Global Corporates showed some resilience amidst rising yields and spreads (reading 1.75% over 

treasuries, +50 bps for the quarter) 
o Global High Yield experienced a sharp sell-off over the quarter due to rising base yields as well 

as sharply higher spreads (the spread rose by more than 230 bps over the quarter, ending with a 
spread of 6.66%) 

o Emerging Markets debt fared better than high yield debt, this is likely the larger sell-off of this 
sector in the first quarter as well as the higher yields driving total returns up. Additionally, 
emerging markets have done a better job of normalizing rates since 2020. 

 The growth outlook remains concerning but once the developed market inflation is contained it is 
expected that fixed income will be one of the greatest beneficiaries. 
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Global Property Commentary 

OVERVIEW 

The PortfolioMetrix BCI Global Property fund outperformed by 0.5% over the past 12 months (0.2% vs 0.6% for 
the fund) relative to its FTSE EPRA Nareit Developed Rental benchmark, 

 Over the quarter the fund underperformed by 0.4%, as the index returned -8.3% and the fund generated 
-8.8% 

Underlying funds over the quarter produced the following relative returns (vs FTSE EPRA Nareit Developed 
Rental): 

 Catalyst Global Real Estate: outperformed by 1.72% 
 Sesfikile BCI Global Property: underperformed by 1.31% 

 

DETAIL 

 While global listed real estate is by no means detached from the economic realities and geopolitical risks 
that the world is currently grappling with, there is still depth and breadth in the opportunity set that the 
global listed property asset class has to offer. 

 Considering the impact that higher inflation has on global listed property historically, it is worth noting 
that real estate has performed well during periods of high inflation. Listed REITs have largely fixed rate 
debt, effectively reducing exposure to rising rates. 



 

 Refer to disclaimer at the end of this document  19 

 Inflation could provide a healthy backdrop for the asset class, with those companies that have pricing 
power, inflation-resistant rental and business structures, and strong balance sheets being best positioned.  

 The sectors that make up global listed property have strong secular demand drivers at the wheel.  
o These include demographic tailwinds, i.e., an ageing millennial population driving demand for 

Single Family Rentals; digitisation, increased data consumption and rollout of 5G networks 
driving demand for Towers; and increased e-commerce penetration driving demand for well-
located Industrial assets, to name but a few. 

 Global Listed Property is not in the same vulnerable place it was in before the GFC. Scars from the GFC 
changed the way many listed property companies operate. Balance sheets have been fortified, meaning 
that if we head into a potential recession, the asset class does so in the best financial health.  

 Sesfikile believes that earnings growth will continue to outpace inflation over the next two years. REITs 
now trade at a discount to NAV, and because of this the Sesfikile team expect an acceleration in mergers 
and acquisitions going forward. 

 Catalyst attended the annual REITweek conference in New York City in June, which was the first in-person 
conference in three years. The key takeaways from the conference re-affirmed their views and outlook for 
the real estate sector. Despite general concerns surrounding the macro-economic environment, the tone 
that emerged from the conference was cautiously optimistic. 
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DISCLAIMERS  

Shortform 

This document is only for professional financial advisers, their clients and their prospective clients. The information given here is for 
information purposes only and is not intended to constitute financial, legal, tax, investment or other professional advice. It should not be 
relied upon as such and PortfolioMetrix cannot accept any liability for loss for doing so. Any forecasts, expected future returns or expected 
future volatilities are not guaranteed and should not be relied upon. The value of investments, and the income from them, can go down as 
well as up, and you may not recover the amount of your original investment. Past performance is not a reliable indicator of future performance. 
Portfolio holdings and asset allocation can change at any time without notice. PortfolioMetrix Asset Management SA (Pty) Ltd is an Authorised 
Financial Services Provider in South Africa. 

Longform 

Boutique Collective Investments (RF) (Pty) Ltd (“BCI”) and PortfolioMetrix Asset Management SA (Pty) Ltd (“PMX”) are the registered Manager 
of the following Collective Investments Schemes. 

 PortfolioMetrix BCI SA Equity Fund 
 PortfolioMetrix BCI Global Equity FoF 
 PortfolioMetrix BCI Bond FoF 
 PortfolioMetrix BCI Income Fund 
 PortfolioMetrix BCI SA Property Fund 
 PortfolioMetrix BCI Global Property FoF 
 PortfolioMetrix BCI Global Bond FoF 

BCI & PMX are approved in terms of the Collective Investments Schemes Control Act, No 45 of 2002 and is a full member of the Association 
for Savings and Investment SA. 

Collective Investment Schemes in securities are generally medium to long term investments. The value of participatory interests may go up 
or down and past performance is not necessarily an indication of future performance.  The Manager does not guarantee the capital or the 
return of a portfolio. Collective Investments are traded at ruling prices and can engage in borrowing and scrip lending.  A schedule of fees, 
charges and maximum commissions is available on request.  PMX reserves the right to close the portfolio to new investors and reopen certain 
portfolios from time to time in order to manage them more efficiently.  Additional information, including application forms, annual or quarterly 
reports can be obtained from BCI & PMX, free of charge.  Performance fees will be calculated and accrued on a daily basis based upon the 
daily outperformance, in excess of the benchmark, multiplied by the share rate and paid over to the manager monthly. 

Performance figures quoted for collective investment schemes or indexes is sourced from Financial Express Ltd, Bloomberg and/or 
Morningstar, as at the date of this document for a lump sum investment, using NAV-NAV with income reinvested and do not take any upfront 
manager’s charge into account.  Income distributions are declared on the ex-dividend date.  Actual investment performance will differ based 
on the initial fees charge applicable, the actual investment date, the date of reinvestment and dividend withholding tax. 

Investments in foreign securities may include additional risks such as potential constraints on liquidity and repatriation of funds, 
macroeconomic risk, political risk, foreign exchange risk, tax risk, settlement risk as well as potential limitations on the availability of market 
information. 

Boutique Collective Investments (RF) Pty Ltd retains full legal responsibility for the third party named portfolio. 

Although reasonable steps have been taken to ensure the validity and accuracy of the information in this document, BCI and PMX does not 
accept any responsibility for any claim, damages, loss or expense, however it arises, out of or in connection with the information in this 
document, whether by a client, investor or intermediary.  This document should not be seen as an offer to purchase any specific product and 
is not to be construed as advice or guidance in any form whatsoever.  Investors are encouraged to obtain independent professional investment 
and taxation advice before investing with or in any of BCI/PMX products. 

A fund of funds is a portfolio that invests in portfolios of collective investment schemes that levy their own charges, which could result in a 
higher fee structure. 

A feeder fund is a portfolio that invests in a single portfolio of collective investment schemes, which levies its own charges and which could 
result in a higher fee structure for the feeder fund. 

 

 

 


