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Dear	reader

	

Our	newsletter	goes	out	this	month	on	a	day	when	investigative	journalists	have	released	two	stories

dealing	with	alleged	corruption	at	Eskom	and	with	a	contract	issued	by	the	Department	of	Water	and

Sanitation.		It	is	sometimes	very	difficult	to	reflect	on	the	economy	when	we	see	how	much	value	has

moved	out	of	the	economy	through	corruption	and	the	greasing	of	palms.

	

What	appears	to	be	a	negative	news	story	we	actually	view	as	a	positive	development.		The	alleged

corruption	has	already	taken	place,	but	now	it	is	in	the	open.		Wrongdoers	are	finding	out	that	the

banking	records	of	South	Africa	are	detailed	and	every	banking	payment	needs	to	have	two	details,	the

payer	and	the	recipient.		All	that	needs	to	happen	is	for	the	authorities	to	follow	the	money.		It	does

however	make	us	wonder	what	the	actual	value	of	corruption	has	been	over	time.		Ultimately,	we	do

have	a	right	to	know	as	it	is	us,	the	taxpayers,	that	are	paying	for	the	corruption.

	

On	the	economic	side	it	was	a	less	explosive	month	as	April	2021	ticked	along	with	a	number	of	public

holidays	to	interrupt	productivity.		We	saw	the	local	stock	market	move	marginally	higher	and	a	currency

that	was	marginally	stronger.		Both	of	which	were	driven	by	stories	emanating	from	larger	global

economies.		Good	economic	data	out	of	the	US	has	resulted	in	more	investors	willing	to	move	up	the	risk

curve	which	has	been	good	for	equities	and	emerging	market	currencies.
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The	global	economic	recovery	does	have	some	challenges	to	it,	especially	considering	that	the	Covid

pandemic	is	definitely	not	behind	us	with	new	global	infections	at	record	highs.		Most	of	this	is	driven	by

India	who	are	in	the	midst	of	a	crippling	wave	with	record	deaths	and	hospitalisations.		Vaccines	are

being	rolled	out	in	those	countries	that	can	afford	them	and	early	indications	are	that	they	will	have	a

positive	impact	in	getting	the	pandemic	under	control.		The	greatest	medical	minds	of	our	generation

have	come	up	with	varying	forms	of	solutions	in	a	time	frame	that	was	previously	unheard	of	–	it	would

be	great	if	they	could	apply	the	same	level	of	funding	and	efforts	into	diseases	that	have	plagued	the

third	world	countries.

	

It	would	be	remiss	to	end	this	note	on	a	negative	tone	because	we	are	actually	feeling	pretty	positive	at

the	moment.		The	market	returns	are	positive,	interest	rates	are	low,	the	rand	is	stronger,	and	we	have	a

positive	balance	of	payments	for	South	Africa	at	present,	this	is	as	a	result	of	high	commodity	prices

boosting	our	exports.		Many	governments	around	the	world	are	talking	about	using	infrastructure

projects	as	a	means	to	kickstart	their	economies,	this	will	in	turn	keep	the	demand	for	our	resources

high.		Our	one	big	concern	is	the	level	of	debt	and	the	growth	of	debt	world-wide.
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RISK	AND	RETURN
	

We	often	hear	the	words	risk	and	return	mentioned	in	the	same	breath.		Whilst	in	an	ideal	world	we

would	want	the	highest	possible	return	for	the	lowest	possible	risk	but	when	investing	we	often	find	that

risk	and	return	are	highly	correlated,	the	higher	the	return,	the	higher	risk	taken	to	achieve	that	return.		In

this	month’s	financial	view,	we	unpack	the	risk	and	return	profiles	of	a	number	of	different	asset	classes

and	how	that	impacts	portfolio	construction.

	

ABOUT	MAGWITCH
Magwitch	Securities	is	a	Financial	Services	Broker	offering	the	following	products	as	a	comprehensive

financial	solution	to	both	individuals	and	businesses:

Employee	Benefits

Medical	Aid

Risk	Benefits

Short	Term	Insurance

Retirement	Planning

Investment	Planning

Estate	Planning

Foreign	Exchange

Money	Market

Investments

Treasury	Management

Trust	Administration

t:	011	453	3048 f:	011	453	0715 www.magwitch.co.za

Magwitch	Securities	Proprietary	Limited	is	an	authorised	financial	services	provider,	registered	with	the

Financial	Services	Board	-	FSP	number	26829
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