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Increased volatility and
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MSCI World Index					 -7.3% (-1.9% YTD in USD)
MSCI ACWI Index 					

-7.5% (-3.5% YTD in USD)

MSCI Emerging Market Index 			

-8.7% (-15.5% YTD)

Citi World Government Bond Index 			

-1.1% on the month (-3.6% YTD)

JP Morgan Emerging Market Bond Index 		

-1.2% (-10.4% YTD)

These numbers highlight a slightly worse outlook than what we’ve been emphasising over the past couple
of months – we are in a low-return environment. The likelihood of negative returns for 2018, if we don’t see a
rebound in markets as we move into year-end, has increased. Even if we see a rebound into year-end, it will most
likely be temporary given the risks of increasing interest rates, ongoing trade tensions, the beginning of sanctions
on Iran’s oil exports, and the impact these will have on global growth.
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October recorded the second worst returns in 23 years. The stage
looks set for a relief rally in local equities: outflows have been
significant, technicals are supportive, valuations are cheap and the
policy measures in China indirectly support South Africa via the
resource sector and China-exposed stocks. The 10 largest active fund
managers have reduced their global holdings by 3.9%, rotating into
local equities, cash and bonds. 2019 still looks to be a challenge for
South African assets as global growth slows and monetary policy
tightens.

This week:

US sanctions on Iran’s oil exports kicked
in from Monday, 5 November. Market
expectations are that oil prices will likely
rise once sanctions take effect.

US

The Fed is expected to keep rates
unchanged in November and to hike
rates by 25bp at the December meeting.

US mid-term elections are likely to have a significant impact on markets depending on changes in
who leads the House and Senate, both currently lead by the Republican Party.
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Click here to watch the video or to listen to the podcast.
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