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As we head into the last quarter of what can only be described as a challenging 2020, the divergence between 
“Wall Street and Main Street” grows ever wider. Global equity returns posted another quarter of strong gains 
whilst global economies were plunged into deep recession. The idea behind investment markets pricing in future 
expectations indicates brighter economic prospects ahead, certainly when one reads of record highs on the tech-
laden Nasdaq or US growth-driven S&P500 in the current harsh landscape. For the South African investor, as 
evidenced time and time again, diversification across all asset classes and in particular into global assets provides 
your best cushion in uncertain markets. 

 

GLOBAL DRIVERS 
 

Global stocks have made up significant ground since their March lows, in fact the recovery for some of the above 
mentioned indices has been almost as swift as their plunge. Although to a large degree the recovery has been 
narrow in extent, the predominant drivers of the Q3 investment returns have been: 

 

Asynchronous recovery follows deep recession. China leads the pack. 
 

• Global GDP growth numbers released during this quarter showed the extent of the damage of the Covid-19 
pandemic that plunged almost every economy into deep recession. For some countries, the contractions 
are their worst on record. (See GDP macro table on page 4.) 

• However monthly data released during the months of July through September showed a strong pullback in 
key sectors, predominantly manufacturing. Consumer, travel and tourism sectors far less so. 
Unemployment data also showed an improvement in the US and China but worsened across Continental 
Europe, the UK and Japan. 

• This ramp up in manufacturing, led very prominently by China, has been to the ultimate benefit of emerging 
markets and commodity prices this quarter. 

• It is clear that the globe is in an early recovery phase and although every region is faced with a different set 
of hurdles and parameters going forward, the shape of this macro recovery is driving investment returns. 
Given that this phase typically implies a period of low inflation, low interest rates and low real yields – it is 
an environment that favours equities over bonds. This is part of the explanation of why Wall Street is at 
odds with Main Street in this current environment. 
 

A narrow recovery – has FANMAG killed value? 
 

• Following on from the discussion of recovery, the next topic and driver of returns during the quarter has 
been the value vs growth debate and one of the most asked question of fund managers, “Is value dead?”  

• Value stocks have experienced their worst decade in history relative to growth stocks, worse than the 
dotcom bubble period.  

• Growth stocks, specifically in the US large-cap space (FANMAG), are plays on deflation and low interest 
rates. Lower growth expectations, lower inflation and a flatter yield curve help growing companies that rely 
on long-term debt, whilst those same macro conditions reduce the worth of short-term dividends, which 
are typically paid by value stocks. 

• The global pandemic and lockdown restrictions have played a monumental role in this value versus growth 
debate (and by implication the US versus the rest-of-the-world). Thus, it is no surprise that the returns 
remain heavily skewed and very narrow in the growth / tech camp and which plays into the outperformance 
of the Nasdaq, S&P500 and Chinese equities over the more cyclical UK and European stocks. 
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Don’t fight the Fed 
 

• In a pivotal speech at the annual Jackson Hole economic symposium in August, the US Fed Chairman 
announced a significant shift in US monetary policy to “average inflation targeting”. Previous Fed policy had 
been driven by the notion that when unemployment becomes too low, inflation will emerge, a relationship 
known as the “Phillips Curve”. That theory had broken down significantly since the Global Financial Crisis 
that failed to produce any meaningful inflation despite ultra-low interest rates and low unemployment.  

• By shifting focus towards inflation, the Fed has arguably lengthened the recovery and expansion and 
delayed the day of reckoning for equity markets from higher interest rates. This shift has no doubt impacted 
equity demand in the short term. 

 

LOOKING AHEAD 

Although the global macro recovery has shown tremendous monthly improvements, investment markets have 
not followed a linear positive path with risk appetite continually waxing and waning weekly. September in 
particular saw elevated volatility and risk sentiment that soured in response to the following drivers of what 
may lie ahead: 

• Covid-19, alas, is still with us and remains the key risk variable as we move into the final quarter of 2020. 
The resurgence of Covid-19 cases across continental Europe and the US has seen these governments grapple 
with the trade-off between re-introducing economic restrictions to supress the spread but damaging growth 
versus keeping the economy open to support growth, jobs, and frankly, citizens’ mental well-being. 
Encouragingly mortality rates have remained relatively contained through these second wave spreads and 
indicates that the world is doing better at successfully treating the virus than previously.  

• Covid-19 vaccine and therapeutics progress continue to oscillate between optimism and pessimism as some 
trials have been met with disappointment. But with 11 vaccines in phase 3 trials (i.e. large scale efficacy 
tests) and with a number due to deliver results in this Q4, it does feel as if the end game is in sight. 

• Politics has remained, and continues to remain, firmly front and centre (and as confusing as ever) – the US 
presidential debate left no-one the wiser whilst the UK Brexit deadline at year end remains no closer to 
finality. The US election is scheduled for November 3rd and at current polls, the Democratic Presidential 
candidate, Joe Biden, stands comfortably in the lead. Of course, given recent history, it is by no means a fait 
accompli. However, should Biden be the next POTUS, it more than likely means higher taxes for US 
corporates as well as a greater likelihood of anti-trust enforcement against some of the mega-cap tech 
giants. This could see some of the much talked about sector and cyclical rotation towards some of the value 
plays away from growth. 

• As a result of the Fed holding rates lower for longer and running immense twin deficits, the US dollar 
continues to trend lower. Ultimately a soft dollar policy will continue to have direct beneficial implications 
for both emerging markets and commodity prices (and by implication South Africa too). 

• Lastly the promise of additional federal fiscal stimulus once the election is finalised will continue to drive 
risk appetite. Importantly the size of the US election majority is likely to have an impact on the amount of 
further stimulus air-dropped on the US public – a narrow majority would likely result in less fiscal stimulus 
than a large Democrat “blue wave” Senate over-haul. 

In summary, our prospects and ultimate investment returns will remain tethered to the drivers of global 
economies and markets and it thus remains imperative to maintain a diversified balance across asset classes as 
well as regions. 
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ASSET CLASS RETURNS 
 

 

  

Global Asset Classes Underlying Index
CCY / 
Price

2020 YTD 1 Month 3 Month 1 Year
3 Years 

Annualised
5 Years 

Annualised

Global Asset Returns (USD)
Global Equity MSCI All Country World USD 1.8% -3.2% 8.2% 11.0% 7.7% 10.9%

Global Bonds Bloomberg Barclays Global Agg USD 5.7% -0.4% 2.7% 6.2% 4.1% 3.9%

Global Property FTSE EPRA Nareit Developed Rental USD -19.5% -3.0% 2.4% -18.3% -1.2% 2.1%

Global Equities
Developed Equity MSCI World USD 2.1% -3.4% 8.0% 11.0% 8.3% 11.1%

Emerging Market Equity MSCI Emerging Markets USD -1.0% -1.6% 9.6% 10.8% 2.8% 9.4%

S&P 500 S&P 500 Index USD 5.6% -3.8% 8.9% 15.1% 12.3% 14.1%

Dow Jones Dow Jones Industrial Average USD -0.9% -2.2% 8.2% 5.7% 10.0% 14.0%

Nasdaq NASDAQ Composite Index USD 25.4% -5.1% 11.2% 40.9% 21.1% 20.7%

FTSE 100 FTSE 100 Index GBP -20.1% -1.5% -4.0% -17.9% -3.5% 3.4%

STOXX Europe 600 STOXX Europe 600 Price Index EUR EUR -11.1% -1.4% 0.7% -5.6% 0.9% 4.3%

CAC CAC 40 Index EUR -17.9% -2.7% -2.0% -13.4% -0.5% 4.7%

DAX Deutsche Boerse AG German Stock Index EUR -3.7% -1.4% 3.7% 2.7% -0.2% 5.7%

Hong Kong HSI Hong Kong Hang Seng Index HKD -14.2% -6.4% -2.6% -7.0% -1.9% 6.1%

Nikkei Nikkei 225 JPY -0.4% 0.7% 4.6% 8.5% 6.5% 8.0%

Shanghai SE Shanghai Stock Exchange Composite Index CNY 7.9% -5.2% 9.0% 13.3% 1.1% 3.4%

SA ALSI FTSE/JSE All Share - Return in USD USD -18.3% -0.2% 4.9% 2.0% 2.4% 4.7%

MSCI South Africa MSCI South Africa Index USD -21.1% -1.0% 3.7% -1.6% -0.2% 3.0%

Currencies
Rand/Dollar ZAR/USD 16.75 -16.4% 1.1% 3.6% -9.6% -19.1% -17.3%

Rand/Pound ZAR/GBP 21.65 -14.1% 4.5% -0.6% -14.1% -16.0% -3.1%

Rand/Euro ZAR/EUR 19.62 -20.1% 2.8% -0.8% -16.0% -18.4% -21.2%

US Dollar Index DXY 93.89 -2.6% 1.9% -3.6% -5.5% 0.9% -2.6%

Euro/Dollar EUR/USD 1.17 4.5% -1.8% 4.3% 7.5% -0.8% 4.9%

Dollar/Yen USD/JPY 105.48 -2.9% -0.4% -2.3% -2.4% -6.2% -12.0%

Pound/Dollar GBP/USD 1.29 -2.5% -3.4% 4.2% 5.1% -3.6% -14.6%

Commodity Prices (USD)
West Texas Oil WTI Crude Future  Nov20 $40.22 -29.3% -6.2% 1.6% -20.6% -20.4% -31.2%

Brent Crude Oil Brent Crude Future  Dec20 $42.30 -30.9% -7.4% 1.3% -24.4% -23.1% -32.6%

Gold Gold Spot   $/Oz $1 886 24.3% -4.2% 5.9% 28.1% 47.4% 69.1%

Platinum Platinum Spot  $/Oz $893 -7.6% -4.1% 7.7% 1.1% -2.1% -1.5%

Palladium Palladium Spot  $/Oz $2 311 18.8% 2.9% 18.9% 37.9% 146.6% 254.0%

Copper LME Copper Spot ($) $6 668 8.4% -0.4% 11.1% 17.1% 3.7% 28.8%

Iron Ore 62% Generic Iron Ore 62% Future $124 35.5% 1.2% 20.4% 33.4% 77.7% 120.0%

3 and 5 yr Cumulative Returns
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End Q2 2020 End Q3 2020 Chg

US Federal Reserve 0%-0.25% 0%-0.25%
No change to rates or quantitative easing. Shifted to average inflation 

targeting (allowing periods of over/undershooting of 2% inflation target)

Bank of England 0.10% 0.10% No change to rates or quantitative easing

European Central Bank 0.00% 0.00% No change to rates or quantitative easing

Bank of Japan -0.10% -0.10% No change to rates or quantitative easing

Peoples Bank of China 3.85% 3.85% No change to rates

Banco Central do Brasil 2.25% 2.00% 0.25% rate decrease in August

Reserve Bank of India 4.00% 4.00% No change to rates

Bank of Russia 4.50% 4.25% 0.25% rate decrease in July

South African Reserve Bank 3.75% 3.50% 0.25% rate decrease in July

Monetary Policy 
Decisions

Monetary Rate
Comment

Key ECO Data Markit PMI

Region Latest 
Reading

Change Detail
Latest 

Reading
Change

Latest 
Reading

Latest 
Reading

Change

US -31.4%
In line with 

expectations 1.3% 53.2 8.4%
US unemployment steadily falls from 

April highs of 14.7%

UK -58.6%
Biggest contraction 
ever recorded in UK 

history
0.2% 54.1 4.1%

Inflation lowest level since December 
2015

Eurozone -47.1%
Slightly above 
expectations -0.2% 53.7 8.1% Inflation near 4.5-year low levels

Japan -28.1%
Slightly below 
expectations 0.2% 47.7 3.0% PMI remains in contraction

China 54.6% Above expectations 2.4% 53.0 5.6%
Chinese recovery well on track, leads 

PMI and GDP

Brazil -33.5%
Slightly below 
expectations 2.4% 64.9 13.8%

Unemployment is at record highs (data 
began in 2012)

India -68.7%
Worse than 

expectations 6.7% 56.8 6.7%
Signs of recovery with sharp rise in PMI 

data in Sept

Russia -28.4%
Slightly above 
expectations 3.6% 48.9 6.4% Unemployment highest since March 2012

South Africa -51.0%
Worse than 

expectations 3.1% 49.4 23.3%
Unemployment distorted due to fewer 

people actively looking for jobs

Note:  Change is from value as at previous quarter (revised if necessary). A PMI reading > 50 is in expansion.

Source: tradingeconomics.com and Bloomberg

Previous Qtr GDP Growth (annualised) Inflation Unemployment

Comment

QUARTERLY MACROECONOMIC DATA 
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BUILDING BLOCK COMMENTARY 

 

BUILDING BLOCK PERFORMANCE TABLE 
 

Note: All returns provided are in US dollars 

 

GLOBAL EQUITY COMMENTARY 

 

Overview 
The PortfolioMetrix Global Equity fund underperformed by -7.7% over the past 12 months (10.4% vs 2.8% for 
the fund) relative to its MSCI ACWI benchmark, 

• Over the quarter the fund underperformed by -1.2%, as the index returned 8.1% and the fund 
generated 6.9% 

The performance of the underlying funds (versus their respective regional indices) is shown below. LF Miton 
continues to demonstrate exceptional alpha alongside Liontrust, whilst the more value orientated funds (Fidelity 
America and the two Man GLG strategies, namely Japan CoreAlpha and Undervalued Assets) underperformed. 

 

 

Fund Index Rel. Fund Index Rel. Fund Index Rel. Fund Index Rel.

Global Sovereign Bonds 3.98% 2.66% 1.32% 7.78% 6.24% 1.54% 4.24% 4.10% 0.14% -- -- --

Global Corporate Bonds 3.21% 3.10% 0.12% 5.73% 7.74% -2.01% 3.69% 4.91% -1.21% -- -- --

Global High Yield Bonds 4.57% 4.28% 0.30% -2.36% 2.90% -5.26% 0.97% 2.69% -1.72% -- -- --

Emerging Market Bonds (LC) 2.32% 0.61% 1.70% -0.82% -1.45% 0.62% 0.13% 0.17% -0.04% -- -- --

Global Listed Infrastructure 3.37% 2.21% 1.16% 1.05% -7.59% 8.65% 7.36% 3.46% 3.90% -- -- --

Global Property 3.35% 2.69% 0.66% -10.75% -17.52% 6.77% 2.93% -0.05% 2.98% -- -- --

Global Equity 6.90% 8.13% -1.23% 2.78% 10.44% -7.66% -- -- -- -- -- --

*All returns  for periods greater than 1 year are annualised

1 Year 3 Year 5 Year

Global Sovereign Bonds: Bloomberg Barclays Global Aggregate, Global Corporate Bonds: Bloomberg Barclays Global Corporates, Global High Yield Bonds: Bloomberg Barclays Global High Yield, Emerging 

Market Bonds (LC): JPM GBI EM Global Diversified Composite, Global Listed Infrastructure: FTSE Global Core Infrastructure 50/50, Global Property: Global Property (Dev. Rental), Global Equity: MSCI ACWI, 

Global Equity (EM Funds): MSCI ACWI, Global Equity (Styles): MSCI ACWI, Global Bonds: Bloomberg Barclays Global Aggregate.

3 Months
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Detail 
• The 3rd quarter was a continuation of many trends that have emerged during 2020: 

o Momentum continued to steam ahead, Growth outperforming Value. This is indicative of the 

market dominance by US megacap technology 

o EM Asia and North America outperformed their emerging market and developed market 

peers, in particular UK equities suffered amidst disappointing performance from the oil and 

financial sectors as well as uncertainty around the shape and form of Brexit 

• In general risk assets performed well, but selectively so. The steady and low global discount rate has 

ensured that lofty tech sector valuations remain intact (despite a small sell-off in September). This risk-

asset performance is likely the beneficiary of comforting economic indicators such as improving US 

employment statistics 

• EM Asia performance can also largely be attributable to its growing technology sector, and despite 

prominent US-China skirmishes, this sector continues to grow earnings amidst an evolving and 

receptive consumer base 

• Within the US market, consumer discretionary stocks performed the best, this is important since the 

US consumer is the biggest component of US economic growth, and therefore drives growth of the 

global economy 

• Elsewhere, the EU approved a €750 billion grant and loan programme, a timely intervention given the 

second wave of Covid-19 threatening their economic outlook. Japan also performed reasonably well 

given their change of leadership 

• The PortfolioMetrix Global Equity Fund made an implementation change within the regional North 

American allocation; 

o Fidelity America was replaced with a tempered and more efficient implementation of the 

Invesco FTSE RAFI US 1000 exchange traded fund 

o The iShares passive implementation was replaced with a more efficient allocation to the 

Invesco MSCI USA ETF 

 

GLOBAL BONDS COMMENTARY 

 

Overview 
Underlying funds over the quarter produced the following relative returns (vs Bloomberg Barclays Global 
Aggregate): 

• PIMCO GIS Global Bond: outperformed by 1.32% 

• Allianz Global Credit: outperformed by 0.55% 

• Amundi Pioneer Global High Yield: outperformed by 1.91% 

• PIMCO GIS Emerging Local Bond: underperformed by -0.35% 

• PIMCO GIS Emerging Markets Bond (EUR): outperformed by 4.21% 

• PIMCO GIS Emerging Markets Bond (USD): outperformed by 0.03% 
 

Detail 
• The Pimco Global Bond fund has maintained its cautious view towards interest rates and corporate 

credit. The fund is neutral on duration and is focusing on relative value between regions. Contributors 

include overweight US Agency MBS as spreads tightened and overweight EU periphery regions as yields 
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fell. Detractors include underweight non-financial investment grade corporates and overweight 

exposure to Chinese duration. The fund is yielding 2.3% 

• The Allianz Global Credit fund participated in several new issues including healthcare, tech and autos. 

The Allianz team are seeing the ongoing central bank liquidity commitments as being supportive to 

credit. The fund has a yield of 1.84% and a duration of 7.3 years 

• Amundi Pioneer’s High Yield Bond fund’s positive contributors was its sector positioning, namely 

overweight healthcare and financial services. The funds overweight positioning in energy was a 

detractor. The Amundi team are cautiously positioning around the US election. The fund has a yield of 

6.7% and a duration of 3.7 years 

• Given the disparity of returns on offer across emerging markets, the Pimco Emerging Market’s Bond 

fund is cautiously positioned. Key performance contributors include overweight Ukraine and 

underweight Saudi Arabia. Whilst underweight exposure to Sri Lanka and EM spread duration were 

detractors. The fund has a duration of 8 years and a yield of 3.5% 

 

GLOBAL PROPERTY COMMENTARY 

 

Overview 
The Catalyst Global Real Estate fund outperformed by 6.8% over the past 12 months (-17.5% vs -10.7% for the 
fund) relative to its Global Property (Dev. Rental) benchmark, 

• Over the quarter the fund outperformed by 0.7%, as the index returned 2.7% and the fund generated 
3.4% 

Detail 
• Meaningful divergence of returns across countries, sectors and stocks in the global REIT space has 

provided relative opportunities for astute active managers 

• Dislocations are expected to continue and companies in this space need to adapt quickly to stay a going 

concern. Certain companies have been better positioned than others in a post-Covid world and have 

been rewarded for this 

• Sectors such as hotels, malls and companies otherwise retail focused have struggled immensely over 

the year, whereas data centres, lab space and industrial properties have held up well 

• Both underlying managers have added considerable value year-to-date and continued to do so during 

the quarter. This did not necessarily come from country selection but more adapting quickly and being 

correctly positioned from a sector perspective 

 

GLOBAL LISTED INFRASTRUCTURE COMMENTARY 

 

Overview 
The M&G Global Listed Infrastructure fund outperformed by 8.6% over the past 12 months (-7.6% vs 1.1% for 
the fund) relative to its FTSE Global Core Infrastructure 50/50 benchmark, 

• Over the quarter the fund outperformed by 1.2%, as the index returned 2.2% and the fund generated 
3.4% 
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Detail 
• Despite COVID-19 and the subsequent pressure on corporate cashflows, the majority of fund holdings 

continue to deliver reliable dividend growth. The fund remains on track to deliver on its objective of 

providing a rising income stream. 

• The exogenous shock of COVID-19 provided unique challenges for listed infrastructure due to the 

indiscriminate sell-off in the energy sector and the weakness in transportation stocks. The fund added 

exposure to these sectors post sell-off but once these stocks rallied strongly in April and May, exposure 

was reduced. 

• The fund capitalised on relative-value opportunities in utilities and bought six new holdings in the 

sector. The fund’s weighting in utilities rose to the highest since inception. Sector earnings remained 

uniquely resilient in a broader market plagued by downgrades. 

• Airports continue to face difficult times from an operating perspective, but the manager has not sold 

out completely due to what he believes are the long-term attractions of their strategic assets and the 

attractive returns available should the world go back to a semblance “normal”. 
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DISCLAIMERS  

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. If you are a retail investor, your financial adviser can help explain the 
information provided. 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 Ltd is authorised and regulated in the United Kingdom by the Financial 
Conduct Authority and in Ireland by the Central Bank of Ireland for the Conduct of Business Rules. Full calculation 
methodology available on request. 
 
The PortfolioMetrix Global Equity and PortfolioMetrix Global Diversified Funds are authorised by the Central 
Bank of Ireland as sub-funds of Prescient Global Funds ICAV, an open ended umbrella type Irish collective asset-
management vehicle with variable capital and segregated liability between sub-funds registered and authorised 
by the Central Bank of Ireland to carry on business as an ICAV, pursuant to Part 2 of the Irish Collective Asset-
management Vehicles Act 2015, as may be amended from time to time. Authorisation of the Fund by the Central 
Bank of Ireland is not an endorsement or guarantee nor is the Central Bank of Ireland responsible for the 
contents of the prospectus. Authorisation by the Central Bank of Ireland shall not constitute a warranty as to 
the performance of the Fund. 
 
No warranty or representation is given as to the accuracy or completeness of this document and the Central 
Bank of Ireland shall not be liable for the performance or default of the portfolio. Prospective investors should 
consult a stockbroker, bank manager, solicitor, accountant, financial adviser or their professional advisers 
accordingly. Shares in the PortfolioMetrix Global Equity Fund cannot be offered in any jurisdiction in which such 
offer is not authorised or registered.  
Copies of the prospectus, annual and half- yearly reports of Prescient Global Funds ICAV, and the Key Investor 

Information Documents for the funds are available in English and may be obtained, free of charge, from 

Prescient Fund Services (Ireland) Limited at 49 Upper Mount Street, Dublin 2, Ireland or by visiting 

www.prescient.ie. Copies may also be obtained directly from PortfolioMetrix Asset Management by emailing 

info@portfoliometrix.co.za. 

Copies of the monthly Minimum Disclosure Documents may be obtained directly from PortfolioMetrix Asset 

Management Ltd by emailing info@portfoliometrix.co.za.  

 

http://www.prescient.ie/

