
 
 
Dear Investor, 

  
South Africans - what a resilient nation that loves the outdoors and exercise! Our view of the month 

picture is of one the suburbs in South Africa that was a hive of activity over the weekend after 

our Covid-19 lockdown was relaxed from Level 5 to Level 4. This relaxed lockdown regulations allows 

for outdoor exercise within a 5km radius of your home between 6am and 9am. 

  
We must however, not be detracted by the relaxation as there is still a very difficult time ahead. Some 

estimates show the the Covid-19 incidence peak for South Africa will only be in September’20, if not 

beyond. The peak of Covid-19 for us has been delayed by the lockdown. While the virus is seen to thrive 

in cold conditions and with SA being in the southern hemisphere, it has not yet entered the winter 

season. 
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Global growth forecasts continue to worsen, with many now seeing the potential for the global 
recession to last for more than two quarters – this is at odds with improved market sentiment and we 
warn investors that they could see further market volatility. Economists have once again downgraded 
their outlook for the global economy. According to a April survey of 61 panellists, 28% now see the 
coronavirus pandemic negatively impacting 2020 global growth by more than 5%. A significant number 
of these panellists expect a downturn of five quarters or more. 
 

Lastly on Covid-19 and SA, in this article it is interesting to note that the World Health Organisation 

(WHO) has praised Sweden as a potential “model” for battling the virus.  Swedes are encouraging 

voluntary participation with its citizens while focusing government resources on at risk 

populations. This is very different from SA’s approach but shows what can be done if there is a trusting 

relationship between government and citizens. 

  

How to invest during these unprecedented times? 

Our strategy for remaining invested with existing investments has paid off thus far with the SA market 

clawing back a whopping 13% for the month of April’20. Still about 11% down from the highs we saw in 

February’20 this year. This just shows again that it is all about time in the market as opposed to timing 

the market. 

With new money we have preferred to do investments where there is an underlying capital 

guarantee. During April’20, we participated in both the Glacier Return/Capital Enhancer and the 

Momentum Enhanced Growth Optimiser (MEGO). The logic behind these investments is that we agree 

markets have been sold off drastically and that history has shown there is a good chance of it recovering 

in future. The problem is however that it is going to be a very bumpy and volatile recovery. The capital 

guarantee structures remove this volatility for the investor while guaranteeing their initial capital. We’ve 

also been dabbling with the oil price but more in the oil tanks section below. 

 
What type of recovery can we expect? 
Shapes are often used to predict how the market will recover in future: 

 
  

https://www.intellectualtakeout.org/who-declares-swedens-covid-response-a-model-for-the-world/#.Xq1eWeitV9o.twitter


 
 
 
 
Unfortunately we don’t think SA is going to see a sharp and quick economic bounce represented by the 
V-Shape market recovery. We rather suspect the SA economic recovery will be somewhere between 
the U and L-Shapes – in other words a gradual recovery of between 12 to 24 months. This is due to the 
fact that our economy was already in trouble before the Covid-19 pandemic, thanks to the Zuma wasted 
years. SA therefore has the added complexity of having to rebuild its economy with a growth plan.  
 
 
According to Jason Hamilton from the University of Stellenbosch Business School, a growth plan will 
need to include the following in order to stimulate the economy: 

-          Foreign Direct Investment (FDI) – In order to attract FDI, SA has to first restore confidence 
-          Accessing the Unemployment Insurance Fund (UIF) and Government Employees Pension Funds 

(GEPF) 
-          Accessing private sector savings by regulatory adjustments in the form of prescribed assets 
-          Adjusting the capital adequacy and liquidity ratios for banks to create liquidity 
-          Freezing interest charges and debt repayments by development banks 

 
 
Oil tanks 
Many clients have been requesting advise on how to take advantage of the current low oil price. We 
published the below two exchange traded products (ETPs) for both our local and offshore investors to 
get exposure to oil: 
  

1. JSE ZAR share portfolio 
SBAOIL is an exchange traded note (ETN) issued by Standard Bank that trades on the JSE and attempts to 
track the performance of the West Texas Intermediate (WTI) oil Dollar price per barrel converted to 
Rand. Each ETN is equivalent to 1/50th of a barrel of WTI oil. SBAOIL trades like a normal share on the 
JSE in your local share portfolio. 
  

2. USD share portfolios 
The United States Oil Fund (USO) is an exchange traded security designed to track the daily price 
movements of WTI light, sweet crude oil. USO issues shares that may be purchased and sold on the 
NYSE Arca. The instrument trades like a normal share and is available to our clients through their JP 
Morgan and Glacier International / DMA offshore trading accounts. 
  
Unfortunately both the above ETPs were pain trades and demonstrates again that there is nothing like 
easy money. On the local SBAOIL trade, the Rand strengthened eating into the profits of the recovering 
oil price. On the USD USO trade, the ETP provider was squeezed and made big losses when the oil for 
delivery in May reached negative prices forcing them to pay participants to take the oil off their hands 
rather than having to take physical delivery of the oil. 
For those readers in the know, both the SBAOIL and USO providers make use of futures contracts to 
hedge their ETPs. Rolling future contracts causes a dilution as the further out futures contracts reduce 
the gearing of the hedge. 
  
For what it is worth and related to the declined oil price, there will be a massive fuel price cut on 
Wednesday 6 May 2020: 

-          95 Octane Petrol will decrease by R1.74 a litre to R13.22 per litre inland 
-          50PPM Diesel will decrease R1.56 per litre to R11.19 per litre inland 
 
 



 
 

 
 
This will provide some relief to consumers, but higher prices in the stores for some goods are likely as a 
result of the currency depreciation. For domestically produced foods and non-alcoholic beverages 
consumers could gain from some slowing in price inflation given an expected improvement in 
agricultural production. 
 
 
Exchange rate forecasts 

Investec regularly publishes their exchange rate forecasts in the form of different scenarios. The table 

below is there base case as published on 28 April’20: 

 

 

 

Money heroes 

Is a personal finance TV show on VIA (DSTV channel 147) in association with Momentum. In an effort to 

educate viewers with regards to the stock market, they launched a game where participants were each 

given R20k “play money” to invest in a share portfolio on the JSE. The portfolio could only consist of JSE 

Top 40 shares and 3 international ETFs with a maximum of 15% weighting per share.  

  

The participants of this game were a mixture of school kids, normal people from the street and qualified 

stockbrokers. Vista Wealth’s Magnus and Henk represented the stockbroker fraternity in this 

game. The results and all episodes are now published on the following URL of our 

website: https://vistawealth.co.za/news-and-media/ 
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Quotes of the month 

Due to the Covid-19, we live in fear. We thought we’ll remind you of a few inspirational quotes (seen on 

CNN Health) which assisted in getting the human race through some of the most fearful times: 

-      Ahead of attacks on its cities during World War II, the British government issued and displayed 
three posters with messages written to boost morale and mentally prepare its civilians. One of  
them, "Keep calm and carry on" has grown in popularity over the years because its message is 
applicable beyond its original intent 

-      Similarly, a line from President Franklin Roosevelt's 1933 inaugural address, to a nation 
paralyzed in the economic fear of the Great Depression, has endured its original meaning 
because "The only thing we have to fear is fear itself" speaks to the psychology of all panic. 

-      "A life lived in fear is a life half lived", declares a character in the 1992 Australian film "Strictly 
Ballroom," the line attributed to the film's director and co-writer, Baz Luhrmann. 

-      For what use is our fear right now? "Worry is like a rocking chair: It gives you something to do 
but never gets you anywhere", wrote humorist Erma Bombeck.  

 

 

 

 

 

 

 

 

 

 

 

 

 

  



 

 

The markets 

The red block shows the market stats for the month of April 2020. In short, all sectors were 

positive with the JSE All Share Total Return index up ↑14% for the month (still ↓-10.8% for the last 12 

months). The Resource sector performed the best up ↑22.8% for the month. Both 

the Industrial and Financial sectors also performed well with the first up ↑9.3% and the latter up 

↑8.6% for the month. Lastly, the Listed property sector was up ↑7% for the month. 

 

 



 

 

Financial Indicators as at 30 April 2020: 

  

Global indices: 

NB! Index returns are measured in Rand percentage points. For example, the S&P 500 returned 15.57% for the month as 
measured in Rands 

 

 JSE Sectors: 

 



 

 

 

Currencies: 

NB! Positive indicates ZAR has weakened for the period, vice versa 

 

Interest Rates: 

 

 

 

Want to get our newsletter in your Inbox every month? Subscribe to our monthly newsletter at the 

following URL on our website: https://vistawealth.co.za/news-and-media/ 

 
Vista Wealth Management 
Magnus de Wet | 082 894 8654 (preferred) | Office: 010 141 6033 | magnus@vistawealth.co.za 

info@vistawealth.co.za 
www.vistawealth.co.za  
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