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Why Choose Us

• Uniformity of client outcomes across your book
• We save you time
• We save you worry (Additional layer of governance)
• Up to date and holistic portfolio communication for you and your clients
• Access to a large investment universe
• Tax benefits when switching (no CGT on switches)
• Holistic portfolio outcome objectives aligned to your client’s varying risk profiles
• Portfolios managed with the adviser-client relationship in mind (behavioral factors are 

considered for a better client and adviser journey)
• Direct and easy access to investment team
• Cost effective solutions



Philosophy & Process

• Trying to achieve CPI + outcomes with the least risk possible (when risk 
is properly managed, half the battle is already won)

• Nothing happens in a vacuum – assets behave and correlate in certain 
ways when compared to each other

• Clear Asset Allocation Objectives
• Consistent Diversification
• Intelligent Portfolio Construction

Scenario Planning



Where Are We?

• Still in recessionary territory both locally and globally, however economic numbers 
seem to be improving; Offshore Y/Y GDP:

US Q2 -9.0%, Q3 -2.9%
UK Q2 -21.5%, Q3 -9.6%
Euro Area Q2 -14.8%, Q3 -4.4%
China Q2 3.2%, Q3 4.9%

However still below pre-Covid numbers, and Q4 is looking worse due to 2nd

wave.

• SA not in good shape: Q2 -17.1% Forecast Q3 -16.5%
• Latest SA unemployment rate - 30.8%



Going Forward?

• Stimulus is the word on everyone's lips
• Global equity markets are at all time highs – driven by stimulus and improved sentiment around promising vaccine 

results
• Interest rates are at all time lows, making bonds and credit expensive to own – driven by stimulus

• Developed market bonds are yielding close to zero or negative (in both nominal & real terms)
• The big question now is what of future stimulus plans? 

• With political instability in the US, any potential fiscal or monetary stimulus is likely to be delayed. The election 
uncertainty could be with us into December

• Governments around the world have no space to move with interest rates – monetary policy is spent
• Global inflation is still muted with both low input & demand factors, but future inflation is a key risk to look out for 

going forward
• Local bonds have rallied recently as a result of positive political developments in SA coupled with vaccine news (risk 

on)
• The SA yield curve has shifted down slightly except on the short term where yields have risen over 100bps in the last 6 

months (better for MM and cash holdings) The yield curve is still steep, offering attractive returns further out on the 
curve

• Credit spreads have recovered and are not as attractive as they were earlier in the year
• Cash and short-term credit are offering very low yields and ST credit is trading at a negative spread to ST government 

bonds



How Much is Too much?

Source: Mckinsey & Company



Equity Markets Are At All Time Highs

What drives expensive markets to get 
more expensive?

Short term –
Stimulus (Wait and see?)
Changing Sentiment 
(Vaccine)

Long term –
Earnings Growth (Economic 
performance)

Source: STANLIB

Where to from here?



Further Stimulus Options Are Limited

Source: Refinitive Datastream, Rezco

Amount of stimulus already dwarfs 
what was seen in the GFC

• Interest rates are lower & government 
debt is higher

Political instability could delay more 
stimulus is the US -

• Election results could be delayed for 
some time (Bush/Gore was delayed by 
38 days due to Florida) Should be 
settled in December

• Democrats and republicans still at an 
impasse in congress

• This will be made worse by the 
election uncertainty

Global government debt is rising to 
unsustainable levels



More QE - Higher the Risk of Inflation

Source: Refinitive Datastream, Rezco, STANLIB

QE is Cumulative



Risk of Inflation?

Source: Refinitive Datastream, Rezco

With so much money supply, inflation pressures start to increase

QE wasn’t inflationary after GFC
Doesn’t mean it won’t be this 
time around
The effect is cumulative and 
builds up the more QE is 
practiced
If we get inflation –

• Interest rates need to increase 
• Debt repayments become more 

expensive
• Austerity is forced upon the 

economy
• Economic growth is hampered 

and asset prices are 
compromised



Are Markets Waiting for Their Next 
Doping Fix?

Where did the money 
go?
• CARES Act $2.3 tn
• $1200 cheques (159 mil 

payments)- $290 bn
• Survey on 12 000 Americans –

• 42% Spent
• 31% Debt repayments
• 27% Saved

27% of $290 bn = $78.3 bn

Source: The Economist



Sentiment around a Vaccine is Very 
Positive

Source: WHO, Statista, Pfizer

Pfizer/BioNTech has concluded phase 3 - promising results 
95% efficacy

Moderna showing promising results in phase 3 – 94.5% 
efficacy

Hopefully sentiment continues to stay positive -
• The good news around the vaccine is now priced in

Risk of a change in sentiment is now negative -
• Distribution and supply issues (supply chain)
• Political issues around access
• These could derail markets in the short term



Meanwhile Economies are Still Hurting

Source: Refinitive Datastream, Rezco

Growth is still negative (although 
less than before)
Q4 projected to be negative
However markets look forward and 
could continue to do better if 
actual outcome is better than 
expected outcome
However effects of the lockdowns 
are still unknown –

• 2nd wave & vaccine timing
• Economic fallout after stimulus
• Changing consumer behaviours

US



Markets Could Start to Get Tired

Source: Robert Schiller, Standard & Poors



Meanwhile Economies are Still Hurting

Source: Refinitive Datastream, Rezco

SA

Q3 forecasted to be almost as 
bad as Q2
Mis-spending and socio-
economic policy will continue 
to put pressure on SA GDP 
prospects
Business confidence is still 
very low – meaning lack of 
private sector investment & 
low growth



As They are Expensive…

Source: Refinitive Datastream, Rezco



Even Excluding Tech…

Source: Refinitive Datastream, Rezco



SA Also Not Cheap…
but Not Expensive Either

Source: Refinitive Datastream, Rezco



SA’s Fiscal Position

• 5 Year Consolidation Plan
• Proposed R300 bn in cost cuts –

• public sector wage bill
• departmental budget cuts

• Re-allocation of infrastructure spend 
to grow the economy

• SA debt to GDP forecasted to be 81.8% 
by the end of 2020 (Currently 62.2% of 
GDP)

• Maxing out at 95% of GDP
• Forecast contraction of 8.7% GDP for 

the year

But how likely will government achieve 
this plan??

Cutting costs while spending…



SA’s Fiscal Position

• SA government policy needs 
to become business friendly

• Growth is imperative!!

Growth is better than cost cutting

Source: PSG Asset Management 



But Still an Opportunity in Bonds

Steepest SA bond 
curve in history
Largest yield spread to 
DM bonds in SA’s 
history
Highest EM CDS spread
Highest real yields in 
the world – inflation 
protection
5.3% spread to money 
market rates

Sovereign bonds still offering value

Source: worldgovernmentbonds.com, Refinitive Datastream, Rezco



Cash is Subsidizing Banks to Buy Bonds
Banks are buying government bonds 

Source: STANLIB 



Property is Priced for Catastrophic Failure

Source: Standard Bank, PSG Asset Management

Market expects property values to  halve



Valuations Attractive in Absolute & 
Relative Terms

Source: Sesfikile Capital

• Yield spreads have decreased 
since the crash, but are still 
wider than they were in 
previous years

• Price to NAV’s have dropped 
drastically



Performance & Positioning

Source: MoneyMate, Since inception as of 31 October 2020

1 Month 3 Month 6 Month

Rank Quartile Rank Quartile Rank Quartile

New Road BCI Income FoF A 19/104 1 30/104 2 45/101 2

New Road BCI Stable FoF A 36/164 1 33/163 1 38/162 1

New Road BCI Moderate FoF A 13/96 1 13/96 1 25/95 2

New Road BCI Managed FoF A 29/203 1 29/200 1 55/199 2

Returns



Performance & Positioning

Source: Morningstar Direct, 
As of 31 October 2020

Returns (Risk Adjusted)



Asset Allocation 

Asset Class New Road BCI 
Income FoF

New Road BCI 
Stable FoF

New Road BCI 
Moderate FoF

New Road BCI 
Managed FoF

Local Equity 0.2% 11.7% 17.3% 22.2%

Local Property 0.2% 3.2% 3.9% 5.6%

Local Bonds 71.0% 38.5% 42.1% 36.1%

Local Cash 24.6% 31.6% 17.4% 12.7%

Foreign Equity 0.0% 11.8% 15.6% 20.2%

Foreign Property 0.0% 0.2% 0.3% 0.4%

Foreign Bonds 3.7% 2.5% 2.7% 2.1%

Foreign Cash 0.3% 0.6% 0.7% 0.7%

Offshore Total 4.0% 15.1% 19.3% 23.4% Source: Morningstar Direct, 
As of 31 October 2020



Asset Returns – Scenario Planning* 

* Not Guaranteed

Asset Class Expected Ave 
Return -5yr

Rosy – 5yr Not So Good 
- 5yr

Rosy – 1yr Not so Good 
- 1yr

Forecast 
Accuracy

Cash 4% 4.5% 3.5% 4% 3% High

Credit/Income 5.5% 6.5% 4.5% 7.5% 3.5% Reasonable

Bonds 9% 11% 7% 15% 3% Reasonable

Equity 10% 15% 0% 20% -15% Low

Property 11% 20% 0% 40% -10% Low

Offshore Equity 7% 15% 5% 20% -15% Low

Offshore Bonds 4% 0% 8% -10% 20% Low



New Fund: 
New Road BCI Global Flexible FoF 

• Launched in order to ensure uniformity across our SA Multi Asset FoF’s

• Flexible mandate which represents our best Global Asset allocation views on a risk 
adjusted basis

• Designed for use as a satellite portfolio for clients who want additional offshore 
exposure

• Due to currency fluctuations, the fund is designed for the longer term investor



New Fund: 
New Road BCI Global Flexible FoF 

Fund Holdings Asset Allocations

• 47% DM Equity
• 20% EM Equity
• 12% Listed Property

• 12.3% Bonds
• 6.6% Cash (Local & 

Offshore



Conclusion 

• Global markets are relying on stimulus to keep the party 
going as GDP growth is still weak and asset valuations 
are high

• Less certainty and potential effectiveness of stimulus 
measures going forward

• Potential inflation is a concern
• Fundamentally equities are expensive
• SA bonds are still offering very attractive yields
• Property stocks look to have reached a bottom in rental 

collections, future is still highly uncertain, but valuations 
are attractive and yields are high 

• We are still conservatively positioned as risk assets 
seem to be fully priced



Thank You 

Disclaimer:

New Road Capital (Pty) Ltd, 2017/650486/07 and FSP number 50488, is an authorised discretionary financial services provider under the Financial Advisory 
and Intermediary Services Act (No. 37 of 2002). The information and any opinions displayed herein are of a general nature and do not constitute advice. New 
Road Capital takes all care to provide current and accurate information as at the date of publication but accepts no liability for errors, omissions or 
subsequent changes. Any references to data, assumptions, targets, benchmarks or examples are as indicators or illustrations only and are not fixed or 
guaranteed and clients should not assume any performance or guarantees apply unless such has been explicitly confirmed in writing. Past investment 
performance is not necessarily indicative of future performance. As clients remain responsible for the investment, product and counterparty risks of their 
decisions, they should consult with their advisors and independently assess and confirm all material information before taking any action.

Boutique Collective Investments (RF) (Pty) Ltd (“BCI”) is a registered Manager of the Boutique Collective Investments Scheme, approved in terms of the 
Collective Investments Schemes Control Act, No. 45 of 2002 and is a full member of the Association for Savings and Investment SA. 
Collective Investment Schemes in securities are generally medium to long term investments. The value of participatory interests may go up or down and 
past performance is not necessarily an indication of future performance.  The Manager does not guarantee the capital or the return of a portfolio. Collective 
Investments are traded at ruling prices and can engage in borrowing and scrip lending. A schedule of fees, charges and maximum commissions is available 
on request.  BCI reserves the right to close the portfolio to new investors and reopen certain portfolios from time to time in order to manage them more 
efficiently. Additional information, including application forms, annual or quarterly reports can be obtained from BCI, free of charge.  A fund of funds is a 
portfolio that invests in portfolios of collective investment schemes that levy their own charges, which could result in a higher fee structure. Income funds 
derive their income from interest-bearing instruments in accordance with Section 100(2) of the Act. The yield is a current yield and is calculated daily.
Boutique Collective Investments (RF) Pty Ltd retains full legal responsibility for the third party named portfolio.
Performance figures quoted for the portfolios are from Morningstar, as at the date of this document for a lump sum investment, using NAV-NAV with 
income reinvested and do not take any upfront manager’s charge into account. Income distributions are declared on the ex-dividend date.  Actual 
investment performance will differ based on the initial fees charge applicable, the actual investment date, the date of reinvestment and dividend 
withholding tax.  Annualised return is the weighted average compound growth rate over the period measured.
Investments in foreign securities may include additional risks such as potential constraints on liquidity and repatriation of funds, macroeconomic risk, 
political risk, foreign exchange risk, tax risk, settlement risk as well as potential limitations on the availability of market information.
Although reasonable steps have been taken to ensure the validity and accuracy of the information in this document, BCI does not accept any responsibility 
for any claim, damages, loss or expense, however it arises, out of or in connection with the information in this document, whether by a client, investor or 
intermediary.  This document should not be seen as an offer to purchase any specific product and is not to be construed as advice or guidance in any form 
whatsoever. Investors are encouraged to obtain independent professional investment and taxation advice before investing with or in any of BCI/the 
Manager’s products.

New Road Capital (Pty) Ltd, 2017/650486/07 and FSP number 50488, is an authorised discretionary financial services provider under the Financial Advisory 
and Intermediary Services Act (No. 37 of 2002).


