
Global risk-on sentiment buoyed equity markets at the start of the third quarter, as expectations had shifted from a US recession towards a soft-landing scenario. This sentiment 
soured early in August as signs of slowing growth in the UK, Europe and China and the Federal Reserve (Fed)’s hawkish rhetoric outweighed any optimism. Ultimately, global equi-
ties delivered poor returns for the quarter with the MSCI All Country World Index (ACWI) down 3.4% in US dollars and emerging market shares down 2.9%.

US government bond yields continued to soar, offering investment competition to shares and exerting pressure on longer-duration equities. The 10-year US Treasury yield reached 
a 16-year high of 4.6%. Fiscal concerns and monetary policy expectations have been a key driver, with the Fed’s renewed hawkishness surprising investors. Similarly, the European 
Central Bank raised its key interest rate to 4% and emphasised its intention to keep rates high for longer to quell inflation. Oil prices have climbed closer to US$100 a barrel on 
expectations of tighter supply – a 28% increase this quarter, which poses a significant risk to inflation, and therefore bond yields. 

A subdued Chinese recovery relative to expectations has negatively impacted global growth, driven by a depressed property market and slowing demand. This was reflected in 
equity returns, which declined by 3.7% in US dollars over the quarter. Officials have resorted to policy support measures to aid the economic recovery and improve liquidity in the 
financial system.
The South African economy surpassed expectations with real gross domestic product expanding by 0.6% in quarter two. While encouraging, there remains a myriad of known 
challenges constraining economic growth, including energy and logistical constraints. Consequently, and with inflation within the South African Reserve Bank’s (SARB) target range, 
the Monetary Policy Committee voted to keep the repurchase rate unchanged at 8.25% in September.

Commodity price weakness hindered returns from resource counters, which, along with industrial shares, dragged down the local equity index. The FTSE/JSE Capped SWIX deliv-
ered -3.8% for the quarter, bringing the year-to-date return to -0.3%. Financial shares outperformed the local equity market. Returns from bonds were muted with the FTSE/JSE All 
Bond Index (ALBI) delivering -0.4%, underperforming both inflation-linked bonds and cash. The rand made a strong recovery in July before erasing all gains as concerns over global 
growth and risk-off sentiment lifted the safe-haven US currency. The rand ended the quarter 0.4% weaker against the US dollar.

Source: Old Mutual Investment Group as at 30 September 2023

Top performing investments included Spar, while precious metal miners lagged. Underweight positions in telecoms and listed property contributed to outperformance.

The fund has added to clothing retail holdings, as these businesses will benefit from an eventual cut in interest rates. The position in Quilter was sold, as the company 
struggles to make headway in a tough UK wealth management environment. 

Markets are focused chiefly on the trajectory of US policy rates and the strength of the Chinese economy. Sentiment towards domestic shares is generally negative and 
has been exacerbated by the ongoing reduction of SA weightings by local funds taking advantage of the regulatory increase in permitted offshore holdings. The fund 
remains defensively positioned while we invest for long-term growth.
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