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IS EVERYTHING A RISK ASSET?



EQUITY BEAR MARKET 

 BOND BEAR MARKET



MSCI WORLD - GLOBAL BEAR MARKET
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GLOBAL EQUITY BEAR MARKET
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PROBABLY NEAR THE END OF THE BOND BEAR 
MARKET (FOR TOP QUALITY GOVT DEBT)
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GLOBAL BOND BEAR MARKET
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ZOOMING OUT



THE MARKET WAS BETTING AGAINST THE FED IN AUGUST 2022
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INFLATION IS STILL VERY HIGH
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IN SEPT THE FED GOT A WHOLE LOT MORE HAWKISH
THE MARKET ARE NOW BELIEVERS
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INFLATION IS EXPECTED TO FALL 
BY REZCO AND EVERYONE ELSE



OVERHEATED LABOUR MARKET:
WHAT REALLY WORRIES THE FED 
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THE FED HAVE MADE IT CLEAR THE IMBALANCE WORRIES THEM AND 
THEY WILL KEEP SQUEEZING UNTIL IT IS GONE
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BOND OPPORTUNITIES ARE 
BEING CREATED BY: 
PANIC, OVERSOLD MARKETS, 
FEAR, QT & LOW LIQUIDITY



BOND MARKETS MIGHT BE BOTTOMING HERE

15



TREASURIES USUALLY RALLY IN A CRISIS
CURRENT BEHAVIOUR IS A CONCERN
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?



US TREASURIES ARE A BETTER RISK THAN EQUITIES
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Scenario 1: Soft Landing (mild recession)

> Bonds rally, but equities outperform

Scenario 2: Hard landing (tough recession)

> Equities fall due to falling profit, bonds rally due to falling inflation

Scenario 3: Something breaks

> Equities crash, US Treasuries bailed out by Fed if needed

Scenario 4: Geopolitical escalation

> Equities crash, flight to safety of US Treasuries

Scenario 5: Inflation is sticky

> Equities bear market continues, Fed hawkishness keeps long bonds in check

UNLESS TREASURIES ARE PART OF THE PROBLEM AT THE MOMENT 

THEN SOMETHING REALLY BAD MAY HAPPEN IN MARKETS



GLOBAL EQUITY 
VALUATIONS ARE BACK TO 

NEUTRAL
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WORLD EQUITY MARKETS
VALUATIONS HAVE NORMALISED



 USA EQUITY:
VALUATIONS HAVE NORMALISED

20



CORPORATE PROFIT MARGINS
STILL NEED TO NORMALISE
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NEGATIVE EARNINGS REVISIONS
JUST GETTING STARTED
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EUROPEAN EQUITY 
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Soft-ish Landing Recession

MARKET PE 0% -10%

PROFIT MARGIN 
(EARNINGS) -10% -20%

POTENTIAL MARKET 
MOVE -10% -30%

MARKET DOWNSIDE (S&P est): 
EARNINGS RISK STILL TO PLAY OUT
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EQUITIES: PROBABLY NOT QUITE THERE YET
S&P - BEAR MARKETS WITH RECESSIONS 
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DOING THE RESEARCH: 

FINDING EQUITY 
OPPORTUNITIES AMIDST 
THE NOISE



APPLE: EARNINGS EXPECTATIONS ARE UP YTD
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BUT RISKS ARE ON THEIR WAY
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APPLE: THE PE IS STILL HIGH AND SO ARE EARNINGS 
EXPECTATIONS 
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COMPARED TO NETFLIX
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NETFLIX RECOVERY ON SOLID GROUND
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SOME CORE REASONS TO LIKE NETFLIX
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POSITIVE NEWSFLOW
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USING AI WITH STOCK 
PICKING ADDS ALPHA



VOLATILITY OPENS UP HEDGED STOCK 
PICKING OPPORTUNITIES
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OUR DEEP LEARNING MODELS ARE ALSO HELPING
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BUT SOUTH AFRICAN 
EQUITIES ARE CHEAP?



SA INC IS VERY CHEAP

Source: Refinitiv Datastream. Construction: Equally weighted consensus forward P/Es of the largest 40 largest JSE stocks each month, excluding 
miners, oil, paper producers or where a majority of the stocks earnings are derived from outside South Africa. 38



BUT NOT WITHOUT RISKS
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RSA WILL FOLLOW THE WORLD
JSE USD VS ACWI EM (EX CHINA)
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WE ARE SEEING BETTER VALUE IN SA BONDS

41Source: Refinitiv Datastream. Construction: Equally weighted consensus forward P/Es of the largest 40 largest JSE stocks each month, excluding 
miners, oil, paper or where a majority of the stocks earnings are derived from outside South Africa.



VS
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FirstRand          
(SA Inc Equity)

R2032                      
(SA 10yr Gov Bond)

5-Year Average Annual Total Return 8.2% 8.8%

Historical 1-year Return Standard 
Deviation

26% 9%

Annualized Forward Cash Yield 6.5% 10.8%

Upside Case-
Yield curve shifts downward 50bps
SA Real GDP Growth in 2023 of 1.5%

EPS Growth = 9%
Dividend = 7%
Rerating =  3%
Total Return = 19%

YTM = 10.8%
Yield curve move =3%
Total Return = 13.8%

Downside Case -
Yield curve shifts upwards by 150bps
SA Real GDP Growth in 2023 of -1%

EPS Growth = -10%
Dividend = 5%
Derating = -10%
Total Return = -15%

YTM= 10.8% 
Yield curve move = -9%
Total Return = 1.8%



CURRENCY EXPOSURE IS A 
RISK DECISION



IS THIS A DEVELOPED MARKET CRISIS?
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ZAR: RELATIVELY STABLE AGAINST THE GBP & EUR
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“The fed keeps tightening 
until something breaks”

NOT OUR CORE VIEW BUT FAT TAILS 
EXIST



Jamie Dimon’s predictions 10/10/22 CNBC
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Rates going up more than people expected and likely to go up more

Quantitative Tightening, which we have never had before -we are 
seeing the impact in bond markets around the world.

USA likely to to be a recession 6-9 months from now

Going to have volatile markets

Possible that markets become disorderly sometime in the near future

Stock Market could do another 20% down from here



DOES SOMETHING BREAK HERE?
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ARE LDI’s THE NEW CDO’s (2008)?



UK BONDS 
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BOE STRUGGLING TO DEFEND
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BOJ HAVEN’T HELD THE LINE
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HOW IS REZCO ALLOCATED?



DEFENSIVELY POSITIONED 
FOR A RECESSION BUT 
OPPORTUNISTICALLY FOR 
POSITIVE RETURNS



OUR CURRENT POSITIONING*
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SA 
EQUITY

SA GOV 
DURATION

US GOV 
BONDS DURATION 
(INCL HEDGE)

GLOBAL 
EQUITY

GLOBAL 
HEDGED 
EQUITY

RISK ASSETS
INVESTED %

GLOBAL FUND 0% 0% 24% 2% 43% 69%

VALUE TREND 7% 25% 6% 0.5% 14.5% 53%

MANAGED PLUS 13% 35% 6% 0.5% 15.5% 70%

STABLE 7% 25% 4% 0.5% 13.5% 50%

*Allocations in the above table are rounded and subject to change. They are rough approximations of our current view and allocations.



WE WILL REMAIN AGILE AS RISKS PLAY OUT
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HOW DOES REZCO 
ENHANCE MY PORTFOLIO?



GLOBAL FLEXIBLE
GLOBAL FLEX FEEDER

Unconstrained portfolio, global flexible asset allocation

RETURN YTD 

7.8%   (USD)
20.8% (ZAR)

VALUE TREND Reg 28; Equity 0-75%, offshore 0% - 45% 7.1%

MANAGED PLUS* Reg 28; Equity 40%-75%; offshore 20% - 45% 6.3%

STABLE* Reg 28; Equity 15%-40%; offshore 10% - 35% 7.8%

SA EQUITY FUND Benchmark Agnostic; SA Listed Equity Only; Equity target 
95%-97%

-5.7%

● Think about tail risk (Grey Rhinos)
● Macro and Geopolitical trends matter
● Detailed bottom up fundamental work
● Utilise deep learning models
● Take the best risks BETWEEN asset classes AND within asset classes
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WHAT GOES INTO DECIDING ALLOCATIONS?

*INTENDED EQUITY ALLOCATION TARGET (TACTICAL) BAND BY YEAR END 2022



THE PROCESS WORKS OVER TIME
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THE PROCESS WORKS OVER TIME
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OUR FUNDS BLEND WELL



REZCO EQUITY FUND
RISK VS RETURN

(RSA only Equity Funds above R500m)
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STOCK PIC
KIN

G

RISK MANAGEMENT



REZCO IS VERY DIFFERENT TO PEERS
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WHY USE REZCO NOW? 
RISKS ARE STILL PLAYING OUT
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AGILITY WITH A TRACK RECORD OF MAKING 
TOUGH CALLS

Things are bad

Much is already in the price

Could be near the bottom…. 

                        ….or only halfway down

Markets most likely remain uncertain and risky and tough to 
navigate

When there is a lot of risk around you need Rezco funds
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KEEP AN EYE OUT FOR OUR VIDEO UPDATES
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WE ARE ON THE MAJOR PLATFORMS
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Feel free to stay on for our 
extended casual ‘coffee chat’

THANK YOU



DISCLAIMER
PRESERVING CAPITAL* & CREATING WEALTH.

*While the portfolio manager will attempt to minimise risk, it is possible that the investor could incur losses, including the loss of principal invested.

This presentation does not constitute an offer or solicitation to any person in any jurisdiction in which such offer or solicitation is not authorised or to 
any person to whom it would be unlawful to make such offer or solicitation and is only intended for the use of the original recipient/addressee. If further 
distributed by the recipient, the recipient will be responsible for ensuring that such distribution does not breach any local investment legislation or 
regulation.

The information in this material may pertain to the C-Class of the funds available for investment to authorised financial institutions who invest in the 
funds on behalf of their clients at the fee rate applicable to C-Class. This material is intended only for financial institutions in order to provide them with 
appropriate information concerning the Fund as it is relevant for their clients. Information concerning the most expensive class of the Fund and its fee 
may, therefore, not be used in this material but is available from the Manager on request.

Opinions expressed are current opinions as of the date appearing in this material only. The information is confidential and intended solely for the use of 
Rezco Asset Management's clients and prospective clients, and other specific addressees. It is not to be reproduced or distributed to any other person 
except to the client's professional advisers.

All data, models and tests are sourced from Rezco Asset Management unless otherwise stated. While the information obtained is from sources we 
believe to be reliable, Rezco Asset Management does not guarantee the accuracy or completeness thereof. Same as may be provided under law, Rezco 
Asset Management does not accept any liability for inaccurate or incomplete information contained or for the correctness of any opinions expressed.

Prospective investors should inform themselves and take appropriate advice as to any applicable legal requirements and any applicable taxation and 
exchange control regulations in the countries of their citizenship, residence or domicile, which might be relevant to the subscription, purchase, holding, 
exchange, redemption or disposal of any investments.

While the portfolio manager will attempt to minimise risk, the value of investments in discretionary accounts and the income derived from those 
investments may fluctuate, and it is possible that the investor could incur losses, including the loss of principal invested. Past performance is not 
necessarily indicative of future performance. An investor whose reference currency differs from that in which the fund or segregated account is 
denominated may be subject to exchange rate movements, which may cause fluctuations in the value of their investments. In addition, investments 
involving exposure to a currency other than that in which the segregated account or Fund is denominated may also cause values to fluctuate.
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