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October news flow was dominated by two topics: the resurgence of COVID-19 in Europe, and the US elections. Markets spent much of the month in wait-and-see mode before the announcement of widespread
restrictions across Europe in the final days of the month tipped the balance of risks to the downside.
The three major US indices all recorded MoM declines, the S&P 500 ended lower for a second straight month
(-2.8%), with the tech sector the worst performer among the S&P 500’s 11 sectors. However, YTD the S&P 500
is still up 1.2%. The Dow Jones Industrial Average (Dow) closed October 4.6% lower, its worst month since
March 2020. The Dow is now down 7.1% YTD. The usually reliable Nasdaq registered its second MoM decline
(-2.3%) but is still up 21.6% YTD.
On the economic data front, there was some positive news as US GDP rose by a record 7.4% in the 3 rd quarter,
a sharp turnaround from the 9% drop in the 2nd quarter, albeit from a low base as 2Q20 was the quarter when
the US saw COVID-19 related business closures. Still, expectations remain that the full-year growth number
will show a contraction. On a more sombre note, the US Labor Department said last week that another 751 000
people had filed for unemployment insurance the previous week, indicating that new layoffs are continuing. In
addition, 22.6m Americans continue to receive some type of unemployment benefit. US consumer confidence
declined in October after September’s sharp rise.

SHARP REACTION TO SURGE OF COVID-19 ON EUROPEAN MARKETS
European markets were sharply down in October as a second wave of COVID-19 infections saw some European
countries reimpose restrictions including further lockdowns, which are expected to limit the region’s economic
recovery from the first wave of the pandemic.
UK equity markets were also under pressure, with the FTSE 100 Index dropping 4.9% last month (-26.1% YTD).
Germany’s Dax plummeted 9.4% MoM (-12.8% YTD), while France’s CAC fell by 4.4% MoM (-23.1% YTD). On
the economic data front, 3Q20 euro area GDP grew by 12.7% QoQ – a sharp rebound from 2Q20’s 11.8% decline.
In Asia, Japan’s Nikkei closed October 0.9% lower MoM and the index is now down 2.9% YTD. China’s Shanghai
Composite Index rose by 0.2% MoM (up 5.7% YTD) and Hong Kong’s Hang Seng jumped 2.8% MoM (-14.5%
YTD). China’s economic recovery continued in October with expansion in the country’s manufacturing sector as
the official manufacturing PMI rose. China’s 3Q20 GDP growth also accelerated to 4.9% vs a contraction of
6.8% in 1Q20 and 3.2% growth in 2Q20.
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A lot was expected of Finance Minister Tito Mboweni ahead of the announcement of the mid-term budget
late in October. Markets, commentators and citizens had hoped for a clear indication that the SA economy
will be steered on a stronger growth trajectory. Yet another bail-out for beleaguered SAA attracted a lot
of attention, especially as this required cuts to the budgets of several departments, and the firm approach
anticipated did not transpire.
Business Times reported that the budget had a lukewarm reception, with economists and ratings agencies
highlighting the risks to its implementation. “Fitch said achieving debt stabilisation would depend crucially on
difficult negotiations with public sector trade unions,” according to the newspaper’s report.
It also noted that ratings agency Moody's said it expects deficits to be substantially wider than the mediumterm budget statement projected, with debt service costs reaching higher levels than the budget expected
and government needing to run a higher surplus in order to stabilise its debt.

JSE CLOSES LOWER
The JSE continued to struggle and followed world markets lower with the FTSE JSE All Share Index ending
October 4.8% in the red (-9.5% YTD). Among the index’s large-cap constituents, British American Tobacco
(-13.4% MoM), BHP Group (-13.0% MoM), Richemont (-9.9% MoM), Glencore (-8.0% MoM), and Annheuser
Busch InBev (-7.0% MoM), recorded significant share prices drops, while Naspers and Prosus rose by 6.8%
and 5.5% MoM, respectively. The Resi-10 plummeted 11.4% MoM (-3.9% YTD), followed by the Fini-15,
which was down 6.1% MoM (-39.7% YTD). The Indi-25 closed in positive territory, recording a slight gain of
0.3% MoM (+6.0% YTD), pulled higher by positive performances from Naspers and Prosus.
Building and engineering Group, Murray & Roberts was October’s best-performing share – soaring 51.7%
MoM. In second place, Multichoice’s (+38.3% MoM) share price jumped after it was announced that French
broadcasting group, Canal+ had taken a 6.5% equity stake in Africa’s largest satellite TV firm. African Oxygen
(Afrox: +33.4% MoM) was October’s third best-performing share, after receiving a takeout offer from its largest
shareholder, Dublin-headquartered, German industrial gases and engineering group, Linde.
Sasol (-35.1% MoM) was October’s worst-performing share, with the share price now seemingly stuck below
R100 (the share traded above R170 in June). The company has literally and figuratively been in the eye of the
storm this year as hurricanes, COVID-19, a plummeting oil price, and asset sales have impacted the Group.
Construction Group, Wilson Bayly Holmes-Ovcon (WBHO; -23.8% MoM) was in second spot with Investec Property Fund, which lost 18.1% MoM, in third place.
On the economic data front, September annual consumer price inflation (CPI) fell to a three-month low of 3.0%
YoY – barely within the SA Reserve Bank’s 3% to 6% target range and a decrease from August and July’s 3.1%
and 3.2% YoY annual inflation rate. The rand ended the month at R16.24/US$1 – up 3% vs the greenback,
although YTD the local unit is still 16% down against the dollar.

AS WITH ANY INVESTMENT DECISION, CHANGES TO PORTFOLIOS OR ASSET CLASS SELECTION
MUST FIT THE INDIVIDUAL INVESTOR’S RISK PROFILE,
INVESTMENT GOALS AND LONG-TERM FINANCIAL PLANNING STRATEGY.
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PRESIDENT ANNOUNCES NEW ECONOMIC GROWTH PLAN
In other economic news President Cyril Ramaphosa announced the government’s Economic Reconstruction
and Recovery plan last month, which Treasury expects to help raise growth to 3% on average over the next
decade. Very little of what the President said was new and, in part, there were no strong positive takeaways
from the plan (although commentators noted that there were also no strong negative takeaways either).
Over the last few years there have been several economic revival plans and the market is wondering whether this latest plan will get any more traction than its slew of predecessors.
The manufacturing sector continued to improve as set out in the Absa purchasing managers’ index (PMI) —
released in conjunction with Stellenbosch University’s Bureau for Economic Research. The PMI jumped to a historic high in October, though economists warned that rising COVID-19 infections and renewed restrictions
amid SA's key trading partners, may weigh on the recovery. The PMI, which provides a measure of business
conditions in the manufacturing sector, rose to 60.9 index points in October, from a revised 58.35 index points
in September.
The vehicle industry also continued to improve. Numbers released by the National Association of Automobile
Manufacturers of South Africa (Naamsa), stated that 38 752 new vehicles were sold during October 2020. This
represents the fourth consecutive month of sales growth by volume since the level of lockdown was reduced,
although it is still well below (-25.4%) the total for October last year.
Passenger car sales were 25.4% lower than sales for October 2019 at 26 793 units, a relatively better performance than in September. Light commercial vehicle (LCV) sales were worse off, down 27.8% to 9 644 units
compared to October 2019.
Sources: Capital; Business Day; Wheels24; Business Times; JP Morgan

To celebrate its title as the 2020 Top Boutique Wealth Manager in
SA, as awarded by Intellidex, Brenthurst Wealth published a special
report in Financial Mail in September. Read the full report for more
about our investment philosophy and our team here:
Brenthurst Wealth Corporate Report.

KEEP DETAILS AND FINANCIAL PLAN UPDATED
Remember to update your information with your wealth advisor if
any of your personal details – home address or contact details –
have changed. Also, if your personal circumstances require a review
of your financial plan, for instance you want to change your will, act
as soon as possible.

CONTACT ANY OF OUR HIGHLY QUALIFIED FINANCIAL ADVISORS AT OUR OFFICES COUNTRYWIDE
BRENTHURST AWARDED TOP WEALTH MANAGER IN SOUTH AFRICA 2020
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Page 3
MONTH IN REVIEW I October 2020

PRETORIA +27 (0) 12 347 8240
CAPE TOWN +27 (0) 21 418 1236

CLAREMONT +27 (0) 21 418 1236
BELLVILLE
+27 (0) 21 914 9646

STELLENBOSCH
MAURITIUS

+27 (0) 21 882 8706
00 230 5843 5215

Brenthurst Wealth Management (PTY) LTD FSP No. 7833

