
THE END OF THE 
WORLD AS WE 
KNOW IT
But we feel fine…



A G E N D A

 The Shift – The world has changed

 Short term scenarios

 Long term scenarios

 Key takeaways for portfolio 
construction

 Slow and steady wins the race 



OUR INVESTMENT THESIS IS BUILT ON ANALYSING THE 
FOLLOWING INPUTS

 Global & SA Macro Economic Input

 Global Liquidity

 Valuations of Asset Classes

 Technical Indicators



THE WORLD HAS MOVED 
FROM FEAR OF INFECTION
…TO FEAR OF INFLATION
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Geopolitical fear

From Globalisation 
to Protectionism

THE GLOBAL INVESTMENT LANDSCAPE HAS FUNDAMENTALLY CHANGED

“Using past performance to conclude a portfolio for a client will be an extremely hazardous
exercise. Our conviction on this statement is that asset class, sector, fixed interest, themes and
security behaviour and results will be very different relative to any time post the global financial
crisis in 2008/9.”



A GLOBAL 
RESET

A RECESSION?



Following numerous 
manager presentations 
over the last two weeks, 
a few things are clear; 
there is a large 
dispersion of manager 
views and that means 
that it is no easy time to 
be managing money.



SHORT TERM SCENARIOS



GOOD FOR R I SK  
ASSETS

Oil /Gas/Food price pressure 
recedes

Demand/supply normalises, lower 
commodity prices

China stimulus – post Covid 
lockdowns- leads to faster economic 

recovery

Infrastructure spend in US & China 
(and SA?) starts- Invest in 

Green/Sustainable Energy and 
Infrastructure solutions

EM recovery as USD weakens and 
Russia/Ukraine tension eases on 

peace treaty

Chokepoint scenarios 
(Oil/Microchips/Food) ignites

QE ‘Infinity’ – to save the system 
(again)

Fed pauses on rate hiking cycle at 
2.5% Fed rate

BAD FO R  R I S K  
AS S E TS

Higher for longer CPI globally
Sustained high Oil price

Food Shortages

Slow China Recovery
Fed aggressively hikes rate above 
3% and remains behind the curve

Supply/demand dynamics for 
Industrial commodities (PGMs) 

deteriorate due to slower economic 
growth

EM countries forced to hike rates 
further – lack of liquidity and those 

with USD debt at risk

Stagflation scenario



THE REALITY WILL BE SOMEWHERE INBETWEEN…

SCENARIO 1 SCENARIO 3

…and depending 
on:

 Geopolitics

 Monetary Policy

Combination of ‘good’ 
factors from 1 and ‘bad’ 

factors from 3

The risk of Geopolitical or
Monetary miscalculation is high

- PROF. IAN GOLDIN:
UNIVERSITY OF OXFORD







LONG TERM SCENARIOS



DEMOGRAPHICS

THEME 1

DEBT

THEME 2

TECH DISRUPTION

THEME 4

THE RISE OF CHINA

THEME 5

CLIMATE CHANGE

THEME 3



THEME 1

DEMOGRAPHICS



 Impact on output and government spending is the main challenge
 Political dominance of the older generation at present

 Internal productivity must grow as immigration dies
 New products emerge - at a higher cost?

 Lower savings put pressure on current accounts
 Health and social spending – non welfare spending gets squeezed

DEMOGRAPHICS



DEMOGRAPHICS + POLITICAL IMPERATIVES

 Whilst the going is currently very difficult, we think that opportunities will present 
themselves. 

 Countries which are long energy and food will be best placed in a deglobalizing 
world. Once rate hikes have passed, the self-sufficiency of America will allow for a 
renewed bull market. 

 We are less optimistic on Europe. It is an inherently fragile economic system.

 To say that China has passed its growth supremacy, is an understatement. China 
does not have the natural resource gifts of America. China is long neither energy 
nor food.

 Demographics and political imperatives overriding economic common sense are 
not a recipe for growth.

- Gail Daniel: Ninety One



THEME 2

DEBT



 The Public and Private Leverage sustainability is the main question

 A Macro Prudential policy required – USD 30 trillion of debt
 A need to reform and grow
 Interest rates cannot rise very far given debt levels
 More QE or Helicopter money – not sustainable
 Austerity and taxation policies will dictate outcomes

 Financial repression and currency debasement risks

Read this book: THE LORDS OF EASY MONEY- Christopher Leonard

DEBT



THEME 3

CLIMATE CHANGE



CLIMATE CHANGE

Source: Nasa



 Three risks: 
1. Transition risk
2. Base tail risk 
3. Physical Risks

 80% of global energy consumption still high on emissions

 Weather risks

 Heightened Sea & Air Temperature risks

 The scale of decarbonisation is vast

CLIMATE CHANGE



 The “PwC Net Zero Economy Index 2021” finds that a decarbonisation rate of 12.9% -
more than five times greater than what was achieved over the last year (2.5%) and 
eight times faster than the global average over the course of the 21st century - is 
required to halve global emissions by 2030 and to reach net zero by mid-century. 

 This is the trajectory needed to meet the Paris Agreement goal of 1.5°C and avoid 
catastrophic climate change.

 It is likely to increase inflation and its volatility in the short term.

 The transition system is fragile.

 Ukraine - consequence for investors:
 Twisting the dagger in an energy crisis

CLIMATE CHANGE



THEME 4

TECHNOLOGICAL 
DISRUPTION



 Improved Health Care
 Prevention
 Development
 Delivery

 Transformation of workplace
 Mobile work environment
 Cloud & increased Cybersecurity spending

 Innovations in personal mobility
 New forms of transport 
 Move away from ownership

 Role of the return of the State-government intervention and labour market polarisation

 Successful technology companies may not be in a mean diverting world

 Hard to reason that Technology Industry will be unsuccessful in new environment

TECHNOLOGICAL DISRUPTION



THEME 4

THE RISE OF CHINA



 Shift from fixed asset investment to consumption – paused at present

 Outward economic projection
 Regionalisation is next - Eurasian integration

 A Multi Polar World – trade tensions; growing cyber security competition; currency 
debasement/competitive devaluation

 3 economic blocks
 EU-China and US  

 Chimerica is broken

 Making a bid for self sufficient technology

 Regionalisation is next (protectionism)

THE RISE OF CHINA



KEY TAKEAWAYS FOR PORTFOLIO 
CONSTRUCTION



ACTIVE MANAGEMENT IS NECESSARY

EXAMPLES
 Invest in ‘Dirty’ Energy short term, infrastructure and clean energy transition long term

 Invest in USD cash & bonds in short term and potentially rotate to EM Bonds long term 
(If China recovers)

 Invest in SA Bonds short term and switch to global and SA equities longer term 

 Manage all the risks and opportunities mentioned in this overview



“TINA” IS GONE – WELCOME TO “TARA”

 Low US Interest rates, low US bond yields now in the past 

 TARA = There Are Real Alternatives



US BONDS STARTING TO LOOK MORE ATTRACTIVE AT 
2.9% FOR 10 YEAR BONDS



US HIGH YIELDS BONDS STARTING TO LOOK MORE 
ATTRACTIVE AT 8.9% FOR 10 YEAR CORPORATE BONDS

Bond market is 
telling us that FED 
will not exceed 
2.5% in Fed Rate –
i.e. 1% up from 
here

US & GLOBAL HY SPREAD

Source: Bloomberg, Nedbank 
CIB Markets Research



GLOBAL EQUITY MARKETS TRADING CHEAPER

 Valuations remain 
attractive, but 
earnings results to 
drive markets in 
the short term

 China economic 
recovery the main 
driver of EM asset 
class behaviour

GLOBAL EQUITY VALUATIONS



BUT IN THE SHORT TERM, EARNINGS AND MARGINS 
CAN MODERATE (STAY CAUTIOUS FOR NOW)

Source: JP Morgan

STOCKS: EARNINGS & MARGINS YET TO MODERATE…SO STAY CAUTIOUS FOR NOW



GLOBAL INFRASTRUCTURE INVESTMENTS

 Energy transition

 Sustainable investments 

 Quality Technology stocks are cheaper, but could get cheaper in the short term as earnings 
may surprise negatively

 The challenge is to get access to these themes at a reasonable price



IN SOUTH AFRICA

 South Africa is long coal, short oil and short power

 Bonds remain attractive, but fiscal risks remain

 Many Resource companies can benefit from Net Zero climate policy

 SA Inc continues to struggle with:
 Government policy, lack of reform and infrastructure development
 Energy resolve

One needs certainty for major capital investments and the political climate is simply too 
disappointing.



IN SOUTH AFRICA – ASSET CLASSES ALL TRADE AT 
ATTRACTIVE LEVELS 

A LOT OF BAD NEWS IS IN THE PRICE



IN SOUTH AFRICA – EQUITY MARKET TRADE AT 
ATTRACTIVE LEVELS 

A LOT OF BAD NEWS IS IN THE PRICE



IN SOUTH AFRICA – EQUITY MARKET TRADE AT 
ATTRACTIVE LEVELS 



OUR MANAGERS & OUR IP FUNDS HAVE REDUCED RISK 
IN FUNDS & PORTFOLIOS

 We are underweight all risk asset classes, except USD Cash and Bonds
 Exposure in underlying funds has more USD Cash and Bonds relative to previous quarter

 SA and Global Equity was reduced
 Indexation solutions underperformed in the short term

 Risk of selling portfolios for cash is to ensure that your money has less long-term inflation 
protection

 Our portfolios have outperformed peer group for the year to date 

 With one or two exceptions, we are satisfied with our underlying managers



CONCLUDING THOUGHTS

 In our funds: we trade what we see and not what we believe

 In our models: we are comfortable with most of our current managers

 Current risk score:
 Between 3.5 and 4
 Where 5 out of 10 is neutral



The information contained in this presentation was provided by MitonOptimal South Africa (Pty) Limited Registration No. 2005/032750/07. Authorised
Financial Services Provider License No. 28160 (“the FSP”).

The content of this presentation is for information purposes only and does not constitute an offer or invitation to any person. Any opinions expressed are
of a general nature only, are subject to change and are not to be interpreted as advice in terms of FAIS. You should consult an adviser who will be able
to provide appropriate advice that is based on your specific needs and circumstances.

The information and opinions contained have been compiled or arrived at from sources believed to be reliable and given in good faith but no
representation is made as to their accuracy, completeness or correctness. Neither the FSP nor its subsidiaries will be liable for any losses or damages as a
result of making use of this information. Except to the extent that the source has been acknowledged, this presentation and information herein is
copyright of the FSP and may not be copied or reproduced without the prior consent of the FSP.

MitonOptimal South Africa (Pty) Ltd, its directors, officers, employees and their associates may have an interest in the products, services or service
providers referred to herein. The value of investments and the income from them may vary and you may realise less than the sum invested. Past
performance is not necessarily a guide to future performance and no guarantees are offered in respect of investment returns and/or capital invested.
Tax assumptions may change and you should rely on your own tax adviser when considering your personal circumstances. The funds may have exposure
to securities denominated in currencies other than Rands and changes in exchange rates may have an adverse impact upon the fund performance.
The investment may not be suitable for all recipients of this publication.

Investment Manager: MitonOptimal Portfolio Management (Pty) Ltd: Tel (021) 6896908. PO Box 23303 Claremont 7700 Tel (021) 6896908 Fax (021) 6896896
Registration No. 2000/000717/07.

Collective Investments are generally medium to long term investments. The value of participating interests may go down as well as up and past
performance is not necessarily a guide to the future. Commission and incentives may be paid and, if so, are included in the overall cost. Graphs and
performance figures are sourced from Profile Data for lump sum investments including income distribution, at NAV to NAV basis. The performance figures
do not include annual LISP Administration fees, MitonOptimal Mandate fee or the Advisor fees. A Fund of Funds collective investment may invest in other
collective investments, which levy their own charges. Collective Investment prices are calculated on a Net Asset Value basis and auditor’s fees, bank
charges, trustee and RSC levies are levied against the portfolio.

MitonOptimal Portfolio Management (Pty) Ltd is an authorised Discretionary Financial Services Provider. Should you have any further queries or
complaints please contact: Jolandi Slabbert Tel: 021-6896908, Fax: (021) 6896896 Email: invest@mitonoptimal.com.

For your information, the FAIS ombudsman provides an independent and objective advisory service. Should you not be satisfied with the outcome of a
complaint handled by MitonOptimal, please write to: The Ombudsman, PO Box 74571, Lynnwoodridge, 0040.Telephone (012) 470 9080/99.Fax (012) 348
3447. Email: info@faisombud.co.za
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