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MARKET COMMENTARY - QUARTER ENDED 30 JUNE 2021 
 

 

MARKET REVIEW 
 
Global equities were broadly positive in the second quarter as vaccination campaigns continued to 
accelerate in most developed countries, especially in Europe which is now catching up with the UK 
and the US. Investors were further encouraged by stimulus announced by the US government as 
well as ongoing support from central bank policy. Growth stocks outperformed value stocks. 
Commodity prices rose with energy again the strongest component. 
 

 

INDEX 3 MTH TOTAL RETURN 
IN US (%) 

3 MTH TOTAL 

RETURN IN EUR (%) 
3 MTH TOTAL RETURN 

IN GBP (%) 

MSCI WORLD 7.7 6.8 7.6 
S&P 500 (US) 8.6 7.6 8.4 

FTSE EUROPE EX UK 8.4 7.4 8.3 
FTSE ALL SHARE(UK) 5.7 4.8 5.6 

TOPIX (JAPAN) -0.8 -1.7 -0.9 
MSCI EMERGING MARKETS 5.0 4.1 4.9 

MSCI ASIA EX JAPAN 3.6 2.7 3.5 

 
 
The US 
 
The S&P 500 Index rose by 8.6% in US Dollars, reaching a new all-time high in late June. 
 
At its most recent meeting, the Federal Reserve (Fed) left policy unchanged but its projections 
indicated that interest rates could rise in 2023. While this unsettled some investors, subsequent 
comments by the Fed sought to dispel any concerns that it would tighten monetary policy too 
quickly. 
 
First quarter growth domestic product (GDP) grew at an annualised rate of 6.4% quarter-on-
quarter, boosted by stimulus measures and a broader reopening of the economy. Growth in 
consumption was particularly strong. The unemployment rate was 5.9% and 850 000 workers were 
added to the labour force in June. The HIS Markit US Manufacturing Purchasing Managers’ Index 
(PMI) was at a record high of 61.1 in May and June. In May, Consumer Price Index (CPI) inflation 
increased by 5% year-on-year, although some underlying details suggest that there may be 
temporary factors at play. 
 
President Biden’s first annual budget included a $6 trillion spending plan which would require 
approval from Congress before being passed into law. To help fund a portion of this spending Biden 
proposed raising the top income tax rate as well as almost doubling the US capital gains tax rate for 
those with an annual salary in excess of $1 million. In late June Biden secured a deal on an 
infrastructure package worth about $1 trillion to upgrade roads, bridges and broadband networks 
over the next 8 years. 
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Europe 
 
Eurozone 
 
The FTSE Europe ex UK Index rose by 7.4% in Euros and by 8.4% in US Dollars supported by a strong 
corporate earnings season and an acceleration in the pace of vaccine roll-out in the region.  Equity 
markets in Austria, Denmark and Switzerland were among the best performers while those in 
Germany, Italy and Spain were laggards.  
 
Many European countries saw COVID-19 infections fall during the quarter and were able to ease 
restrictions on social and economic activity.  
 
Although the Eurozone economy contracted by 0.6% in the first quarter, leading economic 
indicators have reached multi-year highs in many regions. The flash Markit Eurozone Composite 
Purchasing Managers’ Index (PMI) rose to 59.2 in June, its highest level since June 2006. Eurozone 
inflation was estimated at 1.9% in June. 
 
The European Commission signed off on the first of the national recovery plans which will receive 
funding from the €800 billion Next Generation EU fund.  
 

UK 
 
The FTSE All Share Index rose by 5.6% in Sterling and by 5.7% in US Dollars. 
 
After advancing during April and May, UK equities moved sideways in June following a delay in 
lifting the third lockdown restrictions in the wake of a rise in the Delta variant of COVID-19. There 
were also concerns about the scaling back of COVID-19 support measures and increased friction 
with the European Union over the Northern Ireland Protocol. 
 
 

Japan 
 
The Topix Index fell by 0.3% in Yen and by 0.8% in US Dollars. 
 
The Japanese economy contracted by an annualised 3.9% in the first quarter as states of emergency 
in Tokyo and other prefectures and a slow rollout of COVID-19 vaccines weighed on consumer 
spending.  Although the rate of COVID-19 infections in Japan remained considerably below most 
other countries, the persistent increase in cases led the government to delay lifting the state of 
emergency until 20 June. Any re-imposition of the state of emergency in the near term would be 
politically very difficult ahead of the planned opening of the Summer Olympics which are scheduled 
to begin on 23 July with reduced capacity at venues and a ban on spectators from outside Japan.  
 
The results of the recent corporate reporting season were generally much better than feared, but 
forward guidance was generally below consensus expectations. 
 
The Bank of Japan extended its relief programme and committed to launch a new scheme to 
provide funding for financial institutions that extend loans in relation to climate change. 
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Emerging Markets 
 

The MSCI Emerging Markets Index rose by 5.0% in US Dollars.  
 

China: The MSCI China IMI Index rose by 2.4% in US Dollars. Gains were tempered as the 
government withdrew some stimulus measures and increased scrutiny of internet platform 
companies. The Chinese central bank banned banks and payment companies from providing 
services related to crypto-currency transactions. China’s economic planning agency announced 
that it would be cracking down on monopolies in commodity markets and hoarding. 
 

Brazil: The MSCI Brazil IMI Index rose by 23.6% in US Dollars. Brazil was the best performing market 
in the MSCI Emerging Markets Index with currency strength amplifying gains. Central Bank actions 
to tighten policy in the face of rising inflation, an acceleration in vaccine roll-out, an easing in fiscal 
concerns and renewed reform progress all boosted sentiment. 
 

Russia: The MSCI Russia IMI Index rose by 13.6% in US Dollars, bolstered by significant gains for 
the energy sector.  

  
India: The MSCI India IMI Index rose by 8.0% in US Dollars despite suffering a surge in COVID-19 
cases. 
 
 

South Africa 
 
The South African economy maintained its upward trajectory off last year’s low base, posting 
annualised GDP growth of 4.6% quarter-on-quarter. Mining production and activity in trade and 
finance saw the greatest improvement while load shedding at Eskom and lower crop yields led to 
constrained supply in electricity and agriculture respectively. Consumer spending increased at an 
annualised 4.7% over the previous quarter, driven mainly by discretionary goods. New car sales 
surged more than 40% in the first half of 2021 over the previous year. Absa’s Purchasing Manager’s 
Index (PMI), an indicator for local manufacturing business conditions, remains in expansionary 
territory at levels last seen 15 years ago. Level 4 lockdown regulations announced late in the 
quarter however together with a slow rollout of vaccines will however dampen this momentum. 
 
Following a painstakingly-delayed process, President Ramaphosa announced that the Department 
of Mineral Resources and Energy will amend Schedule 2 of the Electricity Regulation Act to raise 
the licensing threshold for independent power producers from 1MW to 100MW. This exempts 
generation projects up to 100MW of the NERSA licencing requirement and is double the previously-
guided amount of 50MW. The announcement will remove significant obstacles to investment in 
power generation going forward and also comes at a time where the controversial Karpowership 
emergency power deal was refuted by the Environment Department. 
 
The South African Reserve Bank (SARB) was unanimous in leaving the interest rate unchanged. 
Although inflation spiked up to 5.2% year-on-year, this was due to transitory effects such as the 
low base for fuel prices (-37%) in May 2020. The SARB has guided for two potential interest rate 
hikes (of 25bps each) in 2021 although this will depend on the persistence of inflation once the 
base effects have worked their way out. Economists are expecting this to be the peak however and 
for inflation to end at 4% for 2021. 
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The record trade surplus sustained its status as the brightest star in the economy this year. Fuelled 
by the global recovery in China and the US, soaring market prices for Platinum Group Metals 
(PGM’s), iron ore, coal and gold have contributed to significant overshoot in tax receipts as well as 
a strengthening of the Rand. This has acted as a parachute to a damaged economy and enabled the 
Treasury to reduce government borrowing at weekly auctions by about 20%.  
 

The Rand and the JSE: Buoyed by the above-mentioned high commodity prices, The Rand 
strengthened across the board and has stamped its authority as one of the emerging markets’ best 
performing currencies this year. Gains were recorded of 4.4% over the US Dollar, 3.6% over Sterling 
and 3.1% over the Euro.  
 
The JSE’s performance was more subdued, reversing gains of 1.9% on the All-Share Index. This was 
largely due to falls in the prices of Naspers and Prosus as an increase in Chinese regulatory scrutiny 
together with a stronger Rand contributed to the decline. In the interim Naspers shareholders have 
approved a share swap deal with Prosus shareholders which will lead to a lower Naspers weighting 
on the All-Share Index (currently at 15%).  
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Indices By Sector 
 
 

      2020     2021   3 Months 6 months 9 months 12 months 

    Sector 26-Jun 25-Sep 31-Dec 26-Mar 26-Jun % Chg % Chg % Chg % Chg 

JI0040 1 Consumer Discretionary 16717 17095 19108 21886 25873 18.2% 35.4% 51.3% 54.8% 

JS4041 2 Retailers 3584 3753 4588 5772 6343 9.9% 38.3% 69.0% 77.0% 

J253 3 Listed Property 269 220 268 286 311 8.7% 16.0% 41.4% 15.6% 

JI0020 4 Health Care 3916 3541 3608 4026 4310 7.1% 19.5% 21.7% 10.1% 

JI0015 5 Telecommunications 3702 3703 3920 5106 5341 4.6% 36.3% 44.2% 44.3% 

JS3011 6 Banks 5178 5378 6714 7099 7401 4.3% 10.2% 37.6% 42.9% 

JI0030 7 Financials 26110 25127 29828 31709 32477 2.4% 8.9% 29.3% 24.4% 

JI0050 8 Industrials 26559 25465 31036 35235 35296 0.2% 13.7% 38.6% 32.9% 

JI0045 9 Consumer Staples 58193 58875 65506 69153 69060 -0.1% 5.4% 17.3% 18.7% 

J203 10 All Share Index 54141 54719 60479 67089 65809 -1.9% 8.8% 20.3% 21.6% 

J200 11 Top 40 49920 50579 55438 61444 59821 -2.6% 7.9% 18.3% 19.8% 

JS5513 12 Precious Metals & Mining 48221 51817 58289 62967 54456 -13.5% -6.6% 5.1% 12.9% 

JI0010 13 Technology 41306 39937 40679 47000 39381 -16.2% -3.2% -1.4% -4.7% 

 


