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In a recent televised interview US President Donald Trump 

used the term ‘herd mentality’ when he meant to say ‘herd 

immunity’. Herd immunity, of course, refers to a situation 

where the percentage of a population that is immune to a 

particular disease is high enough to slow down or reduce 

its spread to those without immunity. 

HERD ENOUGH?
This level of immunity can be reached through vaccination 

and/or catching and beating the virus. The more contagious 

a disease is, the greater the proportion of the population 

that needs to be immune to halt its spread. Scientists are 

still debating what the threshold is for the coronavirus that 

causes Covid-19. Since it is a new virus, herd immunity 

through exposure may still be a way off, but there is no way 

of knowing that yet. We’re not even sure how many people 

have been exposed. And though scientists are furiously 

scrambling to produce an effective vaccine, it is likely to be 

several months before any are available on a sufficient scale 

to cause herd immunity. 

GOING MENTAL
Herd mentality, on the other hand, refers to the tendency 

of individual members of a group to go along with what 

the others are doing. It is prevalent in many animal species, 

including homo sapiens. In large herds, if a few individuals 

get spooked and start running away, the whole group may 

follow even if most don’t know why. 

Investors are particularly prone to herd mentality for several 

reasons. Apart from the fear of missing out (or FOMO as it 

is known in this age of acronyms), there is the psychological 

safety that comes from being part of a group. If everyone 

fails at the same time, it feels less painful. Or as John Maynard 

Keynes, the founding father of modern macroeconomics 

put it, “it is better for reputation to fail conventionally than 

to succeed unconventionally”. Being a contrarian is easy in 

theory but excruciatingly difficult in practice. The zebra that 

moves away from the herd may find better grazing, but 

may also be easy prey for lions. 

Herd immunity and herd mentality clearly intersect in a 

very direct way on markets at the moment. Any hope for a 

V-shaped global recovery rests on herd immunity, whether 

through developed immunity or vaccination (or an effective 

treatment for Covid-19). A spike in new coronavirus cases 

in many European countries, and to a lesser extent, the US, 

is therefore cause for concern. The increase in cases in the 

Northern Hemisphere could be linked to the onset of 

autumn, implying a seasonal pattern, but not all scientists 

are convinced. 

At any rate, some new restrictions on movement and activity 

have been implemented. These are mostly on a regional 

basis, unlike in March and April, and will therefore not be 

nearly as disruptive economically. Crucially, hospitals are 

coping so far with the number of Covid-19 patients. Related 

deaths are also much lower than was reported earlier in 

the year. Doctors are better at treating Covid-19, but it is 

also possible infections in the first wave were so vastly 

undercounted that the mortality rate now is actually roughly 

similar or even lower. 

CHART 1: DAILY NEW COVID-19 INFECTIONS IN 

SELECTED EUROPEAN COUNTRIES

0

2 000

4 000

6 000

8 000

10 000

12 000

14 000

16 000

Fe
b

-2
0

M
ar

-2
0

A
p

r-
20

M
ay

-2
0

Ju
n-

20

Ju
l-

20

Ju
l-

20

A
ug

-2
0

Se
p

-2
0

7-
 d

ay
 m

ov
in

g
 a

ve
ra

g
e

GERMANY FRANCE SPAIN

ITALY UNITED KINGDOM

Source: Refinitiv Datastream

Nevertheless, the combination of fresh government 

restrictions and more cautious consumer behaviour implies 

an interruption to the economic recovery that started in 

most parts of the world in May/June. This was clearly evident 

in the European services manufacturing purchasing 

managers’ indices for September. Services rely heavily on 

face-to-face (or should that be mask-to-mask?) interaction, 

and activity levels receded. In contrast, manufacturing 

activity is still rebounding strongly. 

The sharp sell-off in global equities and increased volatility 

in other markets reflect these new virus fears. As investors 

stampeded to safety, the dollar gained and this nipped the 

rand’s recent rally in the bud. A stronger dollar also put 

commodity prices under pressure. 
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The MSCI All Countries World Index lost 2% last week, and 

is down almost 6% so far in September in US dollars. The 

FTSE/JSE All Share has lost 3% so far this month. 

CHART 2: SELECTED GLOBAL EQUITY INDICES, 

REBASED TO 100
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Stocks were vulnerable to sell-off, having surged almost 

uninterrupted between late March and August. This rally 

was led by the US market, and in particular the internet 

giants, with a strong earnings recovery next year and much 

lower-for-longer interest rates already priced in. The latter 

is pretty much a given, but the former requires a sustained 

economic rebound.

That requires further fiscal policy support, as Federal Reserve 

Chair Jerome Powell once again appealed to Congress last 

week. However, the bitter fight to fill a vacancy on the 

Supreme Court bench means Democrat-Republican 

cooperation on another stimulus deal seems less likely. 

That’s not the only political uncertainty investors need to 

navigate, of course. 

Trump has so far refused to commit to a smooth handover 

of power should he lose the election, and appears ready to 

claim electoral fraud (a standard play in developing countries, 

but new to the US). There are differing views on whether 

Trump or Biden would be better for the economy and the 

markets (and they are not the same thing). Trump’s tax and 

regulatory policies have been good for equities. Biden will 

seek to reverse those, potentially hurting markets in the 

short term, to build a more balanced economy over the 

long term. Biden is likely to be equally hawkish on China, 

but his approach is certain to be less volatile, with no 

midnight tweets to upset markets. Irrespective, most 

investors agree that a chaotic, indecisive election outcome 

in November would be bad news. 

UPS AND DOWNS
Herd mentality can push markets down just as easily as up. 

The more investors panic over falling prices, the more the 

sell button can get hit. Market corrections are never pleasant, 

but they do serve the purpose of resetting expectations 

and reducing unwarranted froth. 

Though not widespread, there have been examples of 

irrational investor behaviour in the past few months, perhaps 

a symptom of the crazy times we are living in. It is well 

known that a surge in Tesla’s share price this year has seen 

it overtake other traditional carmakers to become the most 

valuable auto company on earth. That might be a bit much, 

but Tesla is at least a market-leader in its category, generating 

real cash flows. Less well known is the case of Nikola, the 

electric truck maker (science boffins will recognise that 

both companies are named after the inventor Nikola Tesla). 

Enthusiasm for its product saw its share price jump seven-

fold since the start of the year to briefly become more 

valuable than Ford. It has yet to produce a working prototype 

of its truck, and there are growing reports that the whole 

thing is a sham.

The consensus view isn’t always wrong, however. Around 

2010, most South African fund managers were arguing in 

favour of increased offshore exposure given the overvalued 

rand and strong bounce in the JSE. The industry has broadly 

maintained maximum offshore exposure ever since Regulation 

28 limits were increased from 20% to 30%. That, together 

with the massive gains in Naspers, made a huge difference 

for SA pension funds. 

The way forward is much less certain. Today there is a 

widespread belief that the country’s economic and political 

path warrants the selling of all local investments and taking 

the funds offshore. Some even talk of a failed state, a term 

usually kept for countries in the grip of civil war or a crumbling 

dictatorship. 

Granted, if your main financial assets are your house and 

pension fund, you are over-exposed to South Africa. 

Diversification in this instance means spreading risk and 

more importantly, accessing opportunities not available 
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here. But be wary of throwing the baby out with the 

bathwater: local bonds and equities have already priced in 

the bad news we read about every day, and the rand is 

undervalued on real trade weighted basis (in stark contrast 

to 2010).

CHART 3: REAL TRADE-WEIGHTED RAND
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Having said that, the news of the last week or so hasn’t 

been all bad. There is promising progress on key structural 

reforms, including the gazetting of approvals to add new 

electricity to the grid. And our own daily rate of new 

coronavirus cases keeps drifting lower, even as economic 

activity and mobility have increased. The fact that bonds, 

the rand and the JSE sold off last week again highlights 

that it is global, not local, factors that primarily drive our 

markets.  

STANDING OUT 
What history’s great investors like Graham, Buffett, Templeton, 

Soros, Dalio (and Keynes himself was no slouch) have in 

common is that they were prepared to stand out from the 

herd and be contrarian. The rest of us don’t need to be 

heroes. Combining appropriate diversification, patience 

and a valuation underpin (avoiding things that are overly 

expensive and leaning into asset classes that are cheap) 

should be enough to build long-term wealth. The name of 

the game is not to have a portfolio with a higher return 

than your friends (or in-laws), but to have enough.

While bouts of volatility are always unpleasant, remember 

the following. Firstly, if you want long-term growth, you 

need equities, and equities are volatile. There is no getting 

around this. In a world of record low interest rates (even in 

South Africa in the case of short-term rates), this is truer 

now than ever before. How much you need will depend on 

your personal financial circumstances, risk tolerance and 

investment horizon. 

Secondly, the future is always uncertain, but it is particularly 

uncertain now. Diversification remains our best defence 

against this. We have no way of accurately predicting the 

future and therefore won’t waste much time looking at 

crystal balls. Instead, we work to ensure that each of the 

funds our team manages on behalf of our clients is 

appropriately diversified in line with its return target.
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Source: I-Net, figures as at 25 September 2020

EQUITIES - GLOBAL

DESCRIPTION INDEX CURRENCY INDEX VALUE WEEK MONTH-TO-DATE YEAR-TO-DATE 1 YEAR

Global MSCI World US$  2 327.0 -1.73% -5.25% -1.31% 6.50%

United States S&P 500 US$  3 298.0 -0.63% -5.77% 2.07% 10.49%

Europe MSCI Europe US$  1 559.0 -5.46% -5.63% -12.61% -4.36%

Britain FTSE 100 US$  7 447.0 -4.02% -6.57% -25.54% -17.29%

Germany DAX US$  1 365.0 -6.12% -5.80% -5.81% 9.81%

Japan Nikkei 225 US$  219.8 -1.61% 0.59% 3.23% 7.56%

Emerging Markets MSCI Emerging Markets US$  1 059.0 -4.51% -3.81% -5.02% 5.27%

Brazil MSCI Brazil US$  1 425.0 -6.43% -4.36% -39.95% -31.88%

China MSCI China US$  94.7 -3.76% -5.71% 11.18% 26.06%

India MSCI India US$  550.7 -4.19% -0.96% -6.98% -1.67%

South Africa MSCI South Africa US$  352.0 -7.37% -5.88% -26.36% -18.89%

EQUITIES - SOUTH AFRICA (TOTAL RETURN UNLESS INDICATED OTHERWISE)

DESCRIPTION INDEX CURRENCY INDEX VALUE WEEK MONTH-TO-DATE YEAR-TO-DATE 1 YEAR

All Share (Capital Only) All Share (Capital Index) Rand  53 587.0 -1.99% -3.41% -6.13% -2.35%

All Share All Share (Total Return) Rand  8 332.0 -1.91% -2.88% -3.80% 0.57%

JSE Capped SWIX Capped SWIX (Total 
Return)

Rand  20 274.0 -2.89% -3.56% -12.05% -7.71%

TOP 40/Large Caps Top 40 Rand  7 672.0 -1.62% -2.71% -0.07% 4.37%

Mid Caps Mid Cap Rand  12 722.0 -4.36% -3.39% -28.17% -18.79%

Small Companies Small Cap Rand  13 785.0 -3.51% -1.37% -19.94% -19.03%

Resources Resource 20 Rand  3 793.9 -3.45% -2.83% 12.44% 27.67%

Industrials Industrial 25 Rand  14 671.0 0.54% -2.13% 6.46% 6.37%

Financials Financial 15 Rand  5 866.0 -4.48% -3.54% -37.56% -36.23%

Listed Property SA Listed Property Rand  943.0 -7.20% -9.07% -49.76% -49.90%

FIXED INTEREST - GLOBAL

DESCRIPTION INDEX CURRENCY INDEX VALUE WEEK MONTH-TO-DATE YEAR-TO-DATE 1 YEAR

US Aggregate Bond 
Index

Bloomberg Barclays US$  539.0 -1.02% -0.71% 5.35% 5.78%

FIXED INTEREST - SOUTH AFRICA

DESCRIPTION INDEX CURRENCY INDEX VALUE WEEK MONTH-TO-DATE YEAR-TO-DATE 1 YEAR

All Bond BESA ALBI Rand  707.7 -1.77% -0.55% 1.31% 3.42%

Government Bonds BESA GOVI Rand  699.1 -1.76% -0.55% 1.20% 3.23%

Inflation Linked Bonds BESA CILI Rand  257.7 -1.13% -1.35% -0.91% -1.73%

Cash STEFI Composite Rand  459.9 0.08% 0.29% 4.32% 6.24%

COMMODITIES

DESCRIPTION INDEX CURRENCY INDEX VALUE WEEK MONTH-TO-DATE YEAR-TO-DATE 1 YEAR

Brent Crude Oil Brent Crude ICE US$  41.9 -2.85% -6.84% -36.48% -33.46%

Gold Gold Spot US$  1 860.0 -4.81% -5.01% 22.05% 21.41%

Platinum Platinum Spot US$  847.0 -10.08% -8.92% -12.77% -10.84%

CURRENCIES

DESCRIPTION INDEX CURRENCY INDEX VALUE WEEK MONTH-TO-DATE YEAR-TO-DATE 1 YEAR

ZAR/Dollar ZAR/USD Rand  17.12 -4.61% -1.04% -18.22% -12.43%

ZAR/Pound ZAR/GBP Rand  21.84 -3.43% 3.66% -15.02% -15.25%

ZAR/Euro ZAR/EUR Rand  19.92 -2.95% 1.51% -21.23% -17.66%

Dollar/Euro USD/EUR US$  1.16 1.72% 2.93% -3.36% -6.03%

Dollar/Pound USD/GBP US$  1.27 1.34% 5.13% 4.35% -2.71%

Dollar/Yen USD/JPY US$  0.01 0.96% -0.32% -2.86% -2.03%



Whilst every care has been taken in compiling the information in this document, the information is not advice and Old Mutual Multi-
Managers and/or its associates, do not give any warranty as to the accuracy or completeness of the information provided and disclaim 
all liability for any loss or expense, however caused, arising from any use of or reliance upon the information. Please note that there are 
risks associated with investments in financial products and past performances are not necessarily indicative of future performances.

THE WEEK AHEAD

SOUTH AFRICA
• Inflation

• Absa Manufacturing Purchasing Managers’ Index

• Trade balance

• Credit growth

• New vehicle sales

US
• Vehicle sales

• Nonfarm payrolls and unemployment rate

• Personal income and spending

• ISM Manufacturing Index

EUROPE
• Eurozone economic sentiment indices

• Eurozone inflation

• Eurozone unemployment rate

CHINA
• Caixin Purchasing Managers’ Indices
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