
Overview  
Are we reaching the tipping point?     

Global equity markets gained in April supported by 
resilient global economic data - despite continued 
stress in the banking sector, stubborn inflation, and 
uncertainty around the economic outlook. PMI data 
for the US, EU and UK showed a higher-than-expected 
increase in economic activity, however, this was more 
services related than manufacturing driven. 

US recession risk over the near term has reduced, 
partly because of the continued consumer resilience. 
We expect the lagged impact of 5% consecutive rate 
increases and a tightening in credit conditions to drive 
a slowdown in the US economy. Core inflation flattened 
across most of the major developed economies (helped 
by lower energy costs). We therefore expect another 
25-basis point rate hike in the UK and Europe in the 
second quarter of 2023 (Q2), while any further change 
in US rates is dependent on the US Federal Reserve 
(Fed)’s reading of new economic data and inflation 
reports. 

DM equity markets still resilient   

Challenges in the US regional banking sector continued, 
and market participants remain apprehensive about 
further casualties of persistently high interest rates. 
Discussions around expanding the existing deposit 
insurance scheme will be beneficial for sentiment and 
the stabilisation of deposit flows. As noted previously, 
the resulting impact of banks’ tightening of credit is 

a significant risk to corporate growth. Furthermore, 
corporates are yet to report a change in earnings 
because of persistently higher borrowing costs and 
taxes. On this basis, US valuations continue to look 
expensive. 

Europe maintained resilient economic growth with a Q1 
reported growth of 0.1%, while inflation remains high, 
changing little from the previous month. Similarly, in the 
UK, core inflation was relatively unchanged with wage 
data strong. This supports market expectations of 
another rate hike from the Bank of England in May. Across 
the UK and Europe, energy stocks performed well while 
the technology sector in Europe came under pressure 
following a drop in demand for semiconductors. Assets 
across Europe are offering reasonable value, benefiting 
from lower energy prices and a China reopening. 

Geopolitical tensions resulted in weak performance for 
Emerging Markets, particularly China with potentially 
new restrictions from the US on foreign direct 
investment. Despite the Q1 GDP surprise, manufacturing 
PMIs dropped again in April, pointing to an uneven 
recovery as services’ recovery remains on track. A 
service-led recovery is typically far less supportive of 
SA exports.

SA challenges deepen   

The SA macro environment continues to worsen 
with the return to stage 6 power cuts and ongoing 
rail and port constraints. The South African Reserve 
Bank (SARB)’s latest policy review estimates that 
loadshedding will reduce GDP growth by 2% in 2023 

and add 1% to CPI. Persistent loadshedding with likely 
increases into winter poses further challenges for many 
businesses and consumers. However, our base case for 
the next 18-24 months indicates an improvement to the 
electricity issues as additional private sector supply is 
created. 

Fears of CPI remaining elevated increase the likelihood 
that the SARB will raise interest rates again in May; 
however, this is potentially the last hike in the cycle. 
Expectations for rate cuts have been pushed out to 
early 2024.

SA’s currency has come under significant pressure with 
the rand down by 3% against the US dollar in April. Year 
to date the rand has now depreciated by 6.9% against 
the dollar.

SA’s fiscal risks are a further concern and require close 
monitoring. The potential of a higher-than-expected 
budget deficit increases as mining profits pull back 
with the impact of a global slowdown on commodity 
prices and exports capped by logistical and electricity 
constraints. Public indebtedness will continue to worsen 
under such a scenario, leading to continued pressure on 
the rand. 

Corporate valuations are at historical lows suggesting 
the market is currently pricing in negative domestic 
earnings revisions and the high level of SA-specific risk.
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Performance and positioning   
Contributors and detractors

SA equities rose in April (FTSE/JSE Shareholder 
Weighted All Share Index up 3.3%) as gold and platinum 
mining stocks continued to rally after a strong March. 
Developed markets also gained, supported by energy 
stocks and a recovery in financials across Europe. A 
weakening local currency was positive for companies 
with offshore exposure such as British American 
Tobacco, which contributed to performance. Grindrod 
is planning to dispose of certain assets which we believe 
will unlock value. The share added to performance over 
the month. 

The fund’s exposure to platinum stocks including 
Northam Platinum also added to performance. Sirius 
and MAS Real Estate contributed as SA listed property 
(as represented by the FTSE/JSE SA Listed Property 
Index) delivered a 5.4% return for the month. 
Naspers came under pressure as did Chinese tech 
stocks including Alibaba, which detracted from fund 
performance. The fund’s exposure to SA government 
bonds also detracted as SA bond yields moved higher 
and the bond market posted a loss (JSE All Bond Index 
down 1.2%). 

SA equity valuations remain attractive, however, 
the outlook for locally exposed companies remains 
uncertain as negative earnings revisions continue. We 
added to our exposure in British American Tobacco 
given the defensive nature of this stock. We prefer 
stocks with exposure to offshore markets; locally, we 
believe the larger banks offer attractive valuations and 

relative resilience in the current environment.

Outlook   
Desynchronising growth 

The risk of a US recession remains as indicators 
continue to signal an imminent slowdown. We are still 
of the view that valuations are too high and therefore 
expect underperformance of the S&P 500 Index going 
forward. Global markets are still adjusting to higher 
interest rates – we have seen casualties in the banking 
sector and expect sectors such as private equity and 
real estate to follow. China’s reopening is gathering 
momentum which will benefit other geographies, 
however, geopolitical tensions add risk. South Africa 
faces strong headwinds with a significant risk of further 
decline. 

Despite continued market uncertainty, we remain 
focused on identifying appropriate investment 
opportunities across all funds while staying committed 
to our investment philosophy and process. 

Disclaimer 
Sanlam Collective Investments (RF) (Pty) Ltd (“SCI”) is a registered and approved 
Manager in terms of the Collective Investment Schemes Control Act. Collective 
investment schemes are generally medium- to long-term investments. Past 
performance is not necessarily a guide to future performance, and the value of 
investments/units /unit trusts may go down as well as up. A schedule of fees and 
charges and maximum commissions is available from the Manager on request. 
Collective investments are traded at ruling prices and can engage in borrowing 
and scrip lending. The Manager does not provide any guarantee with respect to 
either the capital or the return of a portfolio. The manager has the right to close 
the portfolio to new investors in order to manage it more efficiently in accordance 
with its mandate. Income funds derive their income primarily from interest-bearing 
instruments. The yield is current and is calculated on a daily basis. If the fund holds 
assets in foreign countries it could be exposed to the following risks regarding 
potential constraints on liquidity and the repatriation of funds: macro-economic, 
political, foreign exchange. The Manager retains full legal responsibility for the co-
brand portfolio’s. Collective investments are calculated on a net asset value basis, 
which is the total market value of all assets in the portfolio including any income 
accruals and less any deductible expenses such as audit fees, brokerage and service 
fees. Forward pricing is used. Performance is based on NAV to NAV calculations 
with income reinvestments done on the ex-div date. Performance is calculated for 
the portfolio and the individual investor performance may differ as a result of initial 
fees, actual investment date, date of reinvestment and dividendwithholding tax. 
Amplify SCI* Strategic Income Fund Maximum fund charges include (incl. VAT): 
Manager initial fee (max.): 0.00; Manager annual fee (max.): 0.58%; Total Expense 
Ratio (TER): 0.65%. The Manager retains full legal responsibility of the third-party 
portfolio. The registered name of the fund is Amplify Sanlam Collective Investments 
Strategic Income Fund.
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