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Soviet dictator Joseph Stalin infamously noted that while a 
single death is a tragedy, a million deaths is simply a statistic. 
That grim milestone has now been passed by the coronavirus. 
It has claimed more than a million lives worldwide. In South 
Africa, more than 18 000 people are known to have died from 
Covid-19. Amid the flood of coronavirus-related statistics, we 
should never forget that each number on every dashboard or 
report – in this note too – refers to a human being with hopes, 
fears, memories and loved ones. 

A resurgence in Covid-19 cases in many parts of the world is 
therefore of great concern, not only because of the lives at risk, 
but also because of the renewed threat to livelihoods. Restrictions 
on movement and activity are being increased across Europe. 
Although they are not on the scale of the lockdowns experienced 
earlier in the year, they will still negatively impact many service 
sectors. 

There is some debate as to whether we are dealing with a 
second wave, or a continuation of the first. A few European 
countries that were hard hit earlier this year, especially Spain 
and Belgium, are under strain again. In other cases, countries 
and regions that escaped the earlier wave are now under huge 
pressure. That is particularly true of the Czech Republic and 
other Eastern European countries that initially imposed 
lockdowns that were successful, but clearly not sustained. In 
the US, there have been three distinct waves of new confirmed 
cases, but each time concentrated on a different region. Initially 
it was the coasts (especially New York), then the sunny Southern 
states, while now it is the Midwest that is bearing the brunt. 

CHART 1: NEW COVID-19 CASES IN THE US AND 
SELECTED EUROPEAN COUNTRIES
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The good news is that so far deaths and hospitalisations are 
still well below the March and April levels for most affected 
regions. This is crucial, as the initial lockdowns were instituted 
to prevent the health system from being completely overloaded. 
However, as with so much else concerning this virus, it is not 
clear exactly why. It could be due to more effective treatments, 
that younger segments of the population are now being 
infected, or that the virus’s ongoing mutations has rendered 
it less potent. The other plausible argument is simply that the 
initial wave was much worse than we imagined, and that limited 
testing severely undercounted the number of infected individuals. 

THE ECONOMICS OF WAVES
It is also not clear whether we’ll ever know exactly what happened, 
but it is up to the scientists to figure it out. As investors, our 

responsibility is to try to understand how the economy and 
markets could be impacted. There are at least four points to 
consider. 

Firstly, authorities are clearly reluctant to return to hard lockdowns, 
especially as their effectiveness is still under debate. Earlier this 
year, locking down seemed like the best option given how little 
was known about the virus. Now, governments are taking a 
much more nuanced approach, guided (hopefully) by better 
data and more insight. We know, for instance, that keeping 
schools open is much less risky than initially thought, but that 
nightclubs and bars are probably worse. 

The second point is that government restrictions were only 
part of the reason for the global contraction in the first half of 
the year. The International Monetary Fund’s army of PhD 
economists have crunched the numbers and determined that 
the consumer reaction contributed as much as the government 
restrictions. In other words, consumers could spend, but chose 
not to. This means that the way consumers react to the second 
wave is as important as how governments respond. 

This brings us to the third point. The rapid spread of the virus 
in the early months of this year came as a complete shock. Fear 
was palpable everywhere. In South Africa today there is a sense 
of coronavirus fatigue even though the average daily infection 
rate here is currently 10 times higher than in April. This keenness 
to be out and about could of course lead to a surge in infections, 
but it also suggests consumers are not going to be as spooked 
as they were earlier in the year. 

That doesn’t mean that changes to spending patterns will be 
reversed. In the UK, for instance, internet sales jumped from 
20% of total retail sales to 34% during lockdown, but remains 
elevated at 28%. It also seems unlikely that there will ever be a 
full return to the daily commute to a 9-to-5 day at the office. 
This will change spending habits, and there will be winners 
(suburban real estate) and losers (office catering). Many people 
have adapted to a new way of working, shopping and entertaining 
themselves and similarly businesses have adapted to serve 
those needs. Some business models might never recover, while 
others have received a permanent boost.

Fourthly, whatever happens with the virus outbreak – and it 
clearly remains subject to huge uncertainty – markets are 
unlikely to crash as they did in March. The virus no longer has 
shock value and we are not dealing with an unknown entity. 
Moreover, investors know that central banks continue to stand 
behind the financial system and further, massive fiscal policy 
support is likely. This does not preclude episodes of volatility, 
but it is unlikely that the virus will result in asset classes collapsing 
in a heap again. 

CHINA’S V-SHAPED RECOVERY
A handful of countries managed to get the virus under control 
quickly and have snuffed out any fresh outbreaks. New Zealand 
is one such country, and it just rewarded Jacinda Ardern with 
another term of office for her calm and competent management 
of the crisis. 

Another, where they don’t really bother with such niceties as 
elections, is China. Although China initially bungled the response 
to the outbreak in Wuhan, largely due to local officials afraid 
of upsetting the apple cart, it eventually acted decisively. Apart 
from quarantining Wuhan and other cities, it also rolled out 
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extensive testing. It worked. Not only does it have the virus 
under control, but its economy quickly sprang back to life. New 
data shows that the economy grew by 4.9% year-on-year in the 
third quarter in real terms. While there is always some scepticism 
over Chinese economic statistics, there is no doubt that the 
economic activity has jumped back. Apart from the economic 
benefit of containing the outbreak, the government also acted 
swiftly to support the economy. In doing so, it fell back on the 
old playbook of opening the credit taps and boosting fixed 
investment. China’s factories also benefited from increased 
global demand for personal protective equipment as well as 
laptops and electronics. 

By contrast, western governments focused on providing income 
support to households either through direct transfers or 
measures to help companies keep layoffs to a minimum. 

The net result is that Chinese industrial production was 7% 
higher than a year ago in September, while retail sales were 
only 3% higher. This is almost the mirror image of the US, for 
instance, where consumer spending rebounded quickly while 
factory output still lags. 

This raises questions about China’s long-term strategy of 
rebalancing the economy away from a reliance on debt, 
investment and exports towards domestic consumption and 
services. The coronavirus interrupted this trend, but probably 
hasn’t derailed it. The Central Committee of the Communist 
Party is expected to outline its latest five-year plan later this 
month, with a renewed focus on supporting balanced growth. 

The events of the past three years – Donald Trump’s trade wars 
and the coronavirus – will have highlighted the importance of 
greater self-sufficiency. By all accounts this will require ongoing 
reform to open up the economy further to market discipline, 
but political control will remain firmly with the Communist 
Party and President Xi at its helm.

For all the talk of ‘decoupling’ from the rest of the world, China 
has increasingly allowed foreign participation, most notably in 
financial services. Capital is flooding in, chasing higher yields 
and faster growth than available anywhere in the developed 
world. The yuan has rallied to a two-year high. 

THE RACE TO NET ZERO 
One other notable, if underreported, shift was the recent 
announcement from President Xi that China’s carbon emissions 
would peak by 2030 and reduce to net zero by 2060. This is 
significant, since China is the world’s largest emitter of CO2. 

Achieving this will require a massive shift in the way it produces 
and consumes energy. This implies rapid growth in wind and 
solar energy and electric vehicles among other things. These 
need to be built, and much of the raw materials will have to be 
sourced from outside China. The mix of commodities China 
imports will therefore change, but overall demand should stay 
robust. 

This is of course where South Africa can benefit. It is unlikely 
to be anything like the 2002 to 2011 boom where expectations 
ran well ahead of reality and prices ended up crashing back 
down to earth. 

CHART 2: SOUTH AFRICAN COVID-19 CASES AND TESTS
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KEEPING BALANCE
Meanwhile, we too will have to focus on keeping the virus under 
control locally. There are increasing concerns over a second 
wave here, but so far the numbers don’t show it. Since testing 
can be erratic, it is best to look at seven-day averages of positive 
tests. The number of tests conducted can also change over 
time. If we’re seeing more cases, it might simply be that more 
tests are being conducted. Therefore one should also consider 
the number of tests that indicate a positive result. Both the 
number of confirmed cases and the percentage of positive 
tests have remained broadly stable at a national level. However, 
the exponential nature of epidemics means this can change 
quickly, and we all need to maintain vigilance, wear masks and 
avoid crowded spaces. 

CHART 3: EMERGING MARKET CURRENCIES AND THE 
RAND
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South African markets therefore continue to follow global 
developments. The rand’s recent perkiness is not because of 
optimism over this week’s Medium Term Budget or local coronavirus 
cases, but because emerging market currencies have rallied 
collectively. The US election and the possibility of a ‘blue wave’ 
Democratic Party sweep remains top-of-mind for global investors 
as it is likely to result in a surge of US government spending that 
will provide a boost to the economy. Of course investors are also 
closely monitoring the second wave of Covid-19 cases.

As any surfer will tell you, riding waves is all about balance. You 
also need to be in the water to catch the waves. These are useful 
thoughts to apply to investments too.
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EQUITIES - GLOBAL

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

Global MSCI World US$  2 421.0 -0.62% 2.28% 2.67% 9.85%

United States S&P 500 US$  3 453.0 -0.86% 2.68% 6.87% 15.25%

Europe MSCI Europe US$  1 607.0 0.44% 0.69% -9.92% -4.57%

Britain FTSE 100 US$  7 569.0 0.57% -0.16% -24.33% -18.47%

Germany DAX US$  1 403.0 -0.50% -0.43% -0.45% 5.97%

Japan Nikkei 225 US$  223.8 0.36% 1.78% 4.91% 8.84%

Emerging Markets MSCI Emerging Markets US$  1 137.0 1.43% 5.08% 1.97% 9.96%

Brazil MSCI Brazil US$  1 499.0 3.52% 9.02% -36.83% -31.55%

China MSCI China US$  103.5 1.63% 6.08% 21.50% 35.54%

India MSCI India US$  583.2 0.91% 4.33% -1.49% 2.68%

South Africa MSCI South Africa US$  389.0 3.18% 5.42% -18.62% -15.07%

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  54 796.0 -0.09% 0.98% -4.01% -2.04%

All Share All Share (Total Return) Rand  8 528.0 -0.09% 1.01% -1.54% 0.78%

JSE Capped SWIX Capped SWIX (Total 
Return)

Rand  21 261.0 1.06% 2.23% -7.77% -6.54%

TOP 40/Large Caps Top 40 Rand  7 790.0 -0.46% 0.46% 1.47% 4.19%

Mid Caps Mid Cap Rand  13 883.0 2.66% 4.06% -21.62% -17.02%

Small Companies Small Cap Rand  15 030.0 2.10% 6.71% -12.71% -13.74%

Resources Resource 20 Rand  3 748.9 -2.26% -1.06% 11.10% 24.78%

Industrials Industrial 25 Rand  14 933.0 -0.46% 1.32% 8.36% 7.66%

Financials Financial 15 Rand  6 475.0 5.65% 3.02% -31.07% -33.60%

Listed Property SA Listed Property Rand  997.4 3.34% -0.86% -46.86% -47.70%

FIXED INTEREST - GLOBAL

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

US Aggregate Bond 
Index

Bloomberg Barclays US$  543.7 0.15% 0.50% 6.26% 6.58%

FIXED INTEREST - SOUTH AFRICA

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

All Bond BESA ALBI Rand  721.7 1.31% 1.48% 3.33% 3.71%

Government Bonds BESA GOVI Rand  712.8 1.30% 1.44% 3.19% 3.49%

Inflation Linked Bonds BESA CILI Rand  260.1 0.16% 1.12% 0.01% -1.11%

Cash STEFI Composite Rand  461.3 0.08% 0.24% 4.63% 6.01%

COMMODITIES

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

Brent Crude Oil Brent Crude ICE US$  42.5 -1.62% 1.10% -35.67% -29.23%

Gold Gold Spot US$  1 919.0 0.95% 1.64% 25.92% 28.97%

Platinum Platinum Spot US$  891.0 3.73% 2.41% -8.24% 0.45%

CURRENCIES

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

ZAR/Dollar ZAR/USD Rand  16.21 2.61% 3.38% -13.62% -9.98%

ZAR/Pound ZAR/GBP Rand  21.20 1.27% 2.12% -12.45% -11.42%

ZAR/Euro ZAR/EUR Rand  19.16 1.69% 2.53% -18.09% -15.27%

Dollar/Euro USD/EUR US$  1.18 -0.85% -0.68% -5.00% -5.93%

Dollar/Pound USD/GBP US$  1.31 -1.37% -1.40% 1.66% -1.40%

Dollar/Yen USD/JPY US$  0.01 -0.50% -0.52% -3.49% -3.31%
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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
• Medium Term Budget Policy Statement

• Consumer inflation

• Credit growth

• Trade balance

US
• Q3 GDP growth rate

• New home sales

• House prices

• Durable goods orders

• Personal income and spending

EUROPE
• European Central Bank interest rate decision

• Eurozone Q3 GDP growth rate

• Eurozone loan growth

• Eurozone economic sentiment

• Germany Ifo Business Climate index
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