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THE POWER

OF INDEPENDENT ADVICE

Going into 2021, the need
for a diversified portfolio that has
the right asset allocation and has

struck the optimal balance
between developed and

By Rocco Van Zyl, Advisor at Brenthurst Wealth Management
At the start of 2020 developed markets had delivered the best investment returns
for a decade, with US stocks leading the charge, with both the S&P 500 and NASDAQ
soaring to record highs. However, going into February 2020 not even the smartest
commentators predicted the arrival of Covid-19, and the subsequent market crash
that followed in its wake.

emerging markets exposure is
as important as ever.
Investors with balanced, diversified
portfolios not only survived the
volatility of 2020 but also achieved
satisfactory returns.
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Although world markets had been through stock market crashes before, this one was
unique in the sense that countries around the world were hit by a global pandemic,
with governments having very little knowledge about the virus and how to curb it.
The future of the global economy was initially fogged, as it was widely believed that
the world would only start getting back to normal once an effective vaccine was
produced and readily available to citizens everywhere.
Now fast-track a year later, not only have most equity markets fully recovered, but
Britain, USA, Canada, and other countries have all approved vaccines, with strategies in
place to start rolling out inoculations to the wider public with immediate effect. There
are numerous other vaccines currently being tested and 2021 could very well see mass
-production of vaccines distributed on a global level.

WHAT DOES THIS MEAN FOR GLOBAL EQUITIES GOING FORWARD, AND
WHERE COULD THE POTENTIAL OPPORTUNITIES LIE?
Analysts and investors from BlackRock Inc. to JPMorgan Chase & Co. and Morgan
Stanley have all indicated an increased appetite for emerging market exposure in
2021, with particular reference to China and other Asian emerging markets to lead
the global recovery, with Goldman Sachs touting emerging markets to “outperform
the rest of the world”. This is due to several reasons.
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Firstly, China has managed the Covid-19 outbreak well compared to the rest of the world, with its economy
largely running normally again, being the only country in the world whose economy had not contracted during
2020. As a result, China has been forecasted by Goldman Sachs to continue growing by 7,5% and 5,7% in 2021
and 2022 respectively, thus leading the global recovery. Secondly, trade war tensions between the US and
China are also expected to ease with the Biden administration expected to adopt a more positive investor
sentiment towards the Asian giant.
Another important factor is that Central Banks around the world have cut interest rates quite aggressively this
year, and with many analysts indicating that interest rates are to remain low for the foreseeable future, investors who are in search of higher yields simply have to look at investing in riskier asset classes possibly resulting
in large influx of capital into emerging markets, and equities in general. This is referred to as “TINA” (There Is
No Alternative) investing, where investors will have to invest in equities in search of yield, as asset classes such
as bonds and cash in developed economies simply are not offering meaningful returns.
Emerging market Bonds, however, still offer a competitive yield due to the risk of default by their respective
governments. All of the above, coupled with a global recovery powered by an effective vaccine/s, could ultimately lead to a surge in global equities in 2021.
Thus, many analysts believe that the global economy is set for a rebound in 2021, and that the markets/areas
tipped to benefit the most from such a global surge is that of emerging markets (Asian emerging markets, China
in particular), and US stocks (despite hitting record highs).
Goldman Sachs in particular is very bullish on the S&P 500, predicting that the index will rise 16% from its
current highs by the end of next year. On the other hand, the global chorus betting on a strong emerging market performance next year is growing, as low interest rates may lead to a huge influx of capital into emerging
market economies.

S&P GLOBAL RATINGS PUBLISHED THE FOLLOWING TABLE BELOW, OUTLINING THE
GROWTH THAT THEY ARE PREDICTING FROM THE DIFFERENT EMERGING MARKET AREAS:
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THE TABLE FURTHER REINFORCES THE ARGUMENT
THAT CHINA AND ITS EMERGING MARKET PEERS
ARE SET TO REBOUND THIS YEAR, WITH ASIAN
EMERGING MARKETS SET TO LEAD THE GLOBAL
RECOVERY.
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The past year was a stark reminder that ‘the future will surprise’ and that unexpected events can derail
even the best made plans.
INVESTORS WITH BALANCED, DIVERSIFIED PORTFOLIOS NOT ONLY SURVIVED THE VOLATILITY OF 2020
BUT ALSO ACHIEVED SATISFACTORY RETURNS.
At the start of 2021,the need for a diversified portfolio that has the right asset allocation and has struck
the optimal balance between developed and emerging markets exposure, is as important as ever.
In a vast investment universe with many options this is best navigated with the assistance of a qualified,
experienced advisor.

Please do not hesitate to contact any of our highly qualified financial ADVISORS at our offices countrywide.
READ MORE >> WEALTH MANAGERS

INTRODUCING: ROCCO VAN ZYL
ROCCO joined Brenthurst Wealth in August 2020 as a Junior Financial Advisor/Para Planner under
direct supervision of Desmond Benecke in our Fourways branch.
Rocco is driven and passionate about the financial services industry.
He obtained a B.COM (Management Sciences) degree through Stellenbosch University, and most
recently his Post Graduate Diploma in Financial Planning through University of the Free State.

Rocco has successfully completed his First Level Regulatory Examination for Representatives, which
enables him to furnish advice to clients on all investment-related matters.
Email: rocco@brenthurstwealth.co.za | Phone: + 27 11 799 8100
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BRENTHURST WEALTH RANKED BEST BOUTIQUE WEALTH MANAGER IN SOUTH AFRICA 2020
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