
 

April in perspective – global markets  
I thought my letter last month was sobering and 

downbeat. In my heart of hearts I had hoped this 

month’s letter would be more upbeat and 

positive. Sadly, that is not the world in which we 

find ourselves. I have again to be the bearer of 

bad news regarding investment markets across 

the board, as well as the external environment in 

general.  
 

Chart 1: Global returns to 30 April 2022 

 
 

In my 37 years in this profession, I recall “being 

here before”. It is always difficult reporting 

negative returns to clients; usually at a time when 

one’s faith in capitalism, in investment markets’ 

ability to create wealth over time, and in 

humanity in general, is being severely put to the 

test. Not forgetting trauma of 1987, I recall during 

the 1998 emerging market crisis, when the rand 

moved from R4.87 in December 1997 to peak at 

R6.84 to the dollar in August 1998 (that’s a 28.8% 

decline in 8 months), having been R3.64 as 

recently as December 1995. Then again in 

September 2001 and the terrorist attacks in the 

US. It seemed that markets and the global 

economies would never recover from such an 

onslaught, the likes of which no one had ever 

seen - but recover they did, and then some. 

2007/9 brought the Great Financial Crisis when 

the sub-prime bubble popped, when dark clouds 

again loomed large and fear and nervousness 

was so tangible you could cut it with a knife. 

Banks collapsed like flies and it seemed markets, 

let alone the global financial system, would 

never recover. But recover it did. 

 

From my modest reading of history, I can 

imagine what the world, including investors, 

felt like during the Great Depression, or the 

onset and duration of World War II. Given the 

ubiquitous global media coverage these 

days, one can literally be “taken back there” 

when viewing what is left of Mariupol in 

Ukraine, and some of the smaller towns 

there. It all seems so surreal, yet the human 

tragedy reaches each of us directly, at 

different levels, and it is hard to ignore.  

 

The reason I cite these examples of past 

market trauma is that one of the few 

messages to emerge from these times is 

simple: the darkest days such as the ones in 

which we now find ourselves, are the worst 

time to sell any or all of one’s investments. It 

may have taken a few years, but global 

equity markets have always recovered, and 

moved on to reach new heights. Of course, 

one needs time to allow one’s investments to 

recover from the damage incurred during 

the market trauma. One needs patience 

and nerves of steel; spare a thought for 

investment managers who have to live 

through it minute by minute, without greater 

visibility or predictive ability than anyone 

else. But no matter which way you look at it, 
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the worst action one can take now, is to 

radically alter one’s investment strategy and 

underlying portfolios. Of course, we should 

not have had any capital in equity or bond 

markets during the past 18 months, but that 

option is not always available (think of 

retirement money “stuck” in products, which 

as a result of regulatory restrictions one 

cannot access). Yet such a view is only 

possible with hindsight, which none of us 

have in the present. If we did have such 

knowledge and the benefit of hindsight, not 

one of us would be working – we would all 

be retired billionaires. I will leave you with 

those thoughts as we move on to consider 

the market mayhem during April.  
 

 
 

All global investment markets were under 

severe pressure during April. With prices 

soaring on the back of higher oil and energy 

prices, and constraints relating to Russia’s 

invasion of Ukraine, bond markets fell sharply 

to record one of the worst starts to the year 

on record – since 1788 in fact (no, that’s not 

a typo; since 1788!) The Bloomberg 

Aggregate Global Bond index fell 5.5%, 

bringing its year-to-date return to -11.3%. 

Those quanta of declines in the bond 

markets are simply unheard of; we are surely 

likely to see some high level casualties in the 

media soon, relating to the actions of 

investment managers (especially in the 

hedge fund space) who read the fixed 

income markets incorrectly.  

 

Equity markets didn’t fare much better; the 

MSCI World and Emerging Market indices fell 

8.4% and 5.8% respectively, bringing their 

year-to-date declines to 13.5% and 12.7%. 

The NASDAQ index, home to the world’s 

largest and most dominant tech companies, 

fell 13.3% in April alone, bringing its year-to-

date decline to 21.2%. You can see from just 

these returns, there was no place to hide 

during April, with all markets registering sharp 

declines across the board, exacerbating the 

steep declines they endured during the first 

quarter of 2022. As a matter of interest, April 

turned out to be only the 4th month in 50 

years that the S&P500 fell more than 5% and 

US bond markets returned less than -2.0%.  

 

The US equity market, which held up the best 

during the first quarter (Q1), registered some of 

the steepest declines in April. The S&P500, Mid 

and Small cap indices fell 8.7%, 7.2% and 7.9% 

respectively. I have already alluded to the 13.3% 

decline of the NASDAQ. The German market (the 

DAX) fell only 2.2%, but it was supported by the 

sharply lower (-5.2%) euro.  The DAX’s year-to-

date return of -11.3% is in line with that of the MSCI 

World index (-13.5%) and the S&P500 (-12.9%). The 

Japanese market ended the month 3.5% lower, 

but there too, that market was supported by a 



 

collapsing yen (-6.3% in April alone). Emerging 

markets fared no worse in dollar terms. Many 

posted modest losses returns in local currency 

(South Africa’s All Share index declined “only” 

3.7%) but in dollar terms the losses were 

magnified significantly (the All Share index lost 

11.0% in dollar terms during April).   
 

 
 

Whilst on the subject of equity markets, a factor 

that has worked against Maestro’s returns during 

the past year, namely the “sector rotation” out of 

Growth shares and into Value shares, continued 

to have a material bearing on the markets in 

general and Maestro’s returns in particular. 

“Growth shares” refer to the shares of companies 

which are highly rated, and which are likely to 

increase their earnings strongly in future years. On 

the other hand, “Value shares” are the shares of 

companies whose earnings are not growing fast, 

if at all, and which are very poorly rated. Two 

quick examples are worth sharing to illustrate 

how brutal the market has been towards growth 

companies of late: one of the world’s largest 

companies, Amazon, declined 14.1% in one day 

following the publication of its results, while 

another market darling, Netflix, lost a third (-

35.1%) of its value in one day, following its poor 

results. Such are the brutal market conditions at 

present. En passant, you will be relieved to hear 

that Maestro does not hold either of these 

companies in its portfolios. 

 

The table below lists the returns over periods to 

end-April, of the MSCI Growth and Value Indices, 

by way of an example of the disparate returns 

from each style, together with the MSCI World 

index returns, which can largely be seen as 

neutral or atypical of any style. You can see from 

Table 1 that the “Value” style of investing has 

delivered superior returns over periods of a year 

or less. Even in April, shown as “1 month” in the 

table, Value investing delivered superior returns 

to Growth investing. The same holds true for the 

year-to-date returns, shown in the table as “4 

months” returns, and the annual (1 year) returns 

to the end of April. However, over periods of 3 

years and longer, Growth investing as a style has 

consistently delivered returns in excess of Value 

investing. It is for this reason that Maestro adopts 

a “Growth bias” in its investing decisions: we 

believe it is better to buy quality, rapidly growing 

companies over the long term, than it is to buy 

mediocre companies just because they are 

cheap. When considering Maestro’s global 

returns, more fully described below, bear in mind 

the effect of sector rotation, which has been a 

major factor in our global portfolios performing 

relatively poorly during the past year.  
 

Table 1: Growth versus value (%) 
Gross returns to end-April 2022  

 1 mo * YTD ** 1 yr 3 yrs 5 yrs 10 yrs 

MSCI Growth -11.9 -20.4 -9.3 13.3 13.4 12.1 

MSCI World -8.3 -12.9 -3.1 11.0 10.7 10.7 

MSCI Value -4.9 -5.4 2.6 7.7 7.5 8.9 

 Source: MSCI; * Un-annualized **Year-to-date 
 

The only real “safe haven” during April proved to 

be the US dollar. While investors sold other 

currencies aggressively for sound fundamental 

reasons, they were also attracted to the dollar as 

a result of the sharply higher yield (interest rate). 



 

The US 10-year bond yield touched 3.0% at the 

end of the month, having been at only 1.5% at 

the start of this year, one of the sharpest rises in 

history; remember, sharply higher bond yields 

mean sharply lower bond prices, which explains 

the awful bond returns so far this year.  

 

The strong dollar and uncertainty created by 

Russia’s invasion of Ukraine led to further 

mayhem in commodity markets, soft (food) and 

hard (metals). The price of corn rose 10.2%, and 

the coal price rose 26.8% (it has risen 202.6% 

during the past year alone). The iron ore price fell 

11.7% (it did rise 17.8% in March though) as 

concerns about the impact of the draconian 

lockdown policies in China weighed on 

expectations of future demand and the 

consequent economic slowdown that might 

materialize. The palladium price was volatile 

(Russia is [was?] the world’s largest exporter of 

palladium) but ended the month only 0.3% lower. 

One should surely appreciate that the gold price 

declined only 2.4% in the face of a rampant 

dollar.  
 

 
 

In the currency markets, the dollar reigned 

supreme, with developed and emerging 

currencies enduring a rough time. The yen lost 

6.3%, the euro 5.2%, the Australian dollar 5.4%, the 

Brazilian real 4.0% and the rand 7.6% against the 

dollar, the latter two being significant 

beneficiaries in recent months of significantly 

higher (hard) commodity prices.  

 

Before moving to the returns on the funds in our 

care, it is important to see them in the correct 

context, so allow me to highlight returns of some 

funds which are highly regarded or whose 

managers we hold in high regard. I am not 

advocating these funds as potential or even 

great investments (some of which no doubt are) 

and you should not regard my comments as an 

investment recommendation; I am merely 

sharing them with you to illustrate that all 

managers are struggling to post positive returns in 

the prevailing environment. This has been the 

case for a while now and I suspect it may 

continue for a while yet.  

 

By way of example then, any passive investment, 

or Exchange Traded Fund (ETF) that tracked the 

S&P500 would have registered a return of at least 

-8.7% in April. A prime example of growth 

investing in today’s world – at least that is how the 

ARK Innovation ETF has come to be viewed in 

recent years – declined 28.9% in April alone, and 

is now down 50.2% so far this year. It declined 

61.0% during the year to end-April. A gentle 

reminder that the ARK Innovation ETF did rise 

148.7% in 2020 though. Many of you follow the 

Cederberg China Equity Fund closely, the 

managers of which we hold in high regard, 

having earned themselves a great deal of 

respect in recent years. That Fund lost 14.0% in 

March alone, and is down 23.0% so far this year 

(its April return has not been published at the time 

of writing). During the year to end-March, the 

Fund has more than halved (-55.0%).  

 



 

These few examples are but some of the horrific 

returns out there, notwithstanding the care and 

competence applied in the management of the 

underlying assets. The returns speak to the speed 

and unpredictable nature with which the 

external environment is changing; the 

uncertainty embedded in the environment 

arising from Russia’s invasion of Ukrainian; the 

dramatic rise in prices and hence bond yields 

and interest rates around the world, where the 

“transitory” nature of price increases has rapidly 

evolved into “structural” changes; the evolving 

but ubiquitous and destructive supply chain 

bottlenecks caused by the Covid-19 pandemic 

and the unexpectedly strong demand for IT 

components; and the yet-to-be-determined 

effects of the unprecedented “zero Covid 

policy” lockdown measures being implemented 

in China. These are but some of the destructive 

forces that have been unleashed on investment 

markets during the past month and more.  
 

 

 

What’s on our radar screen? 
Here is a summary of the things we have been 

keeping an eye on: 

 

 

 The SA economy: The SA Reserve Bank 

(SARB) raised its official interest rate by 0.5% 

taking the repo rate to 4.2%, effectively 

raising the prime overdraft rate to 8.25%. 

The SARB also lowered its 2022 growth rate 

for the economy from 2.0% to 1.7%. Retail 

sales rose by only 1.3% in the year to March. 

Headline inflation remained at 5.9% in April, 

while the monthly increase of 0.6% was 

actually lower than March’s 1.0%. However 

looming future fuel price increases leave 

no one in doubt about the direction of 

inflation. April producer price inflation rose 

at an annual rate of 13.5%, from 11.9% in 

March and 10.5% in February.   

 US economy: The US economy contracted 

unexpectedly during the first quarter (Q1). 

It dropped by 1.4% on an annualized basis 

during Q1, a sharp reversal of the 6.9% 

growth recorded in Q4 of 2021. Compared 

with Q4, the economy contracted 0.4% 

during Q1. The weakness was caused 

primarily by weak trade data (a decline in 

exports and a surge in imports dragged 

growth down by 3.2% on the quarter), and 

a build-up in inventories, which dragged 

growth lower by a further 0.8%. These two 

weak areas masked a resilient household 

sector: personal consumption grew 2.7% 

during Q1, higher the Q4’s 2.5%.  
 

Chart 2: US economic contraction 
US growth quarter-on-quarter, annualized (%) 

 
Source: FT.com 



 

Headline inflation declined from 8.5% in 

April from 8.5% in March. Core inflation 

increased at an annual rate of 6.2%, from 

6.0% in March. Not surprisingly, the Federal 

Reserve (the Fed) raised the fed funds 

target rate by 0.5% to a range of 0.75% to 

1.0%, at the same time signalling that 

additional rate hikes will be forthcoming. It 

will also start shrinking its balance sheet by 

an initial $95bn per month in June.  

 

The US labour market continues to show 

remarkable strength. A common feature of 

management comment of companies 

reporting quarterly results was an inability to 

find sufficient or suitable people for job 

vacancies. Who would ever have thought 

that, barely two years after the depths of 

the Covid pandemic, there are now more 

job openings than people looking for work! 

The US economy added 428 000 jobs in 

April, the same as in March, with 

employment increasing across all sectors. It 

marked the 12th consecutive month of job 

gains in excess of 400 000. The 

unemployment rate remained the same as 

the previous month, at 3.6%.  
 

 
 

 

 Developed economies: 

The Eurozone grew 0.2% during Q1, 

compared with the 0.3% growth Q4 of 

2021. Amongst individual countries, the 

Italian economy shrank 0.2%, while the 

Spanish economy slowed the most, posting 

growth of only 0.3%. The strongest 

performers were Portugal and Austria, 

whose economies recorded growth of 2.6% 

and 2.5% respectively. Following its 0.3% 

contraction during Q4, the German 

economy grew 0.2%. Although the overall 

Eurozone growth rate was positive, the 

region still lags the US and China in the 

post-pandemic recovery, as seem in the 

chart below.  
 

Chart 3: Eurozone economic rebound lags 
GDP index, 100 = Q4 2019 

 
Source: FT.com 

 

Eurozone headline inflation rose from a 

record high in March of 7.4%, to another 

record of 7.5% in April. Energy prices, so 

badly affected by Russia’s invasion of 

Ukraine, rose 38.0%. Core inflation i.e. 

inflation excluding food and energy prices, 

rose to 3.5% from March’s 2.9%, as see in 

the chart below.  
 

  



 

Chart 4: Eurozone inflation at record high 
Annual change in consumer price index (%) 

 
Source: FT.com 

 

Economic growth in the UK slowed but 

stayed relative robust due to the reopening 

effects early in the quarter. Q1 growth 

slowed to 0.8% from Q4’s 1.3%, but this 

growth was sufficient to lift the UK economy 

above its pre-pandemic levels. The Bank of 

England (BoE) forecasts 2022 growth to be 

3.75%, but nearly flat in 2023. It expects 

inflation to peak above 10.0% during the 

second half of this year. Not surprisingly, the 

BoE raised its interest rate by 0.25% to 1.0%. 

Headline inflation rose to 9.0%, as some of 

the surging energy prices were passed on 

to consumers, while core inflation rose to 

6.2%. The data showed that more than 90% 

of goods in the UK inflation basket rose 

more than the BoE’s inflation target of 2.0%. 

Weekly wage growth is rising at an annual 

rate of 7.0%.   

 

The Riksbank of Sweden raised its official 

repo rate to 0.25%, earlier than expected, 

on the back of fears of rising inflation and 

wage growth. It presented new forecasts 

which showed a trajectory of interest rates 

rising by another 1.0% this year and by two 

more rate hikes next year to 1.5%.  

 

The Reserve Bank of Australia (RBA) raised 

its cash rate by 0.25% to 0.35%, the increase 

being higher than expected. The increase 

came just weeks before a general election, 

the first time this has happened in 15 years. 

The RBA sees headline inflation rising to 

around 6.0%, and core inflation to 4.7%, 

versus its target range of 2% to 3%. It 

predicted economic growth in Australia 

would rise to 4.25% in 2022 and 2.0% in 2023.   
 

 
 

 Emerging economies: The Chilean economy 

contracted 0.8% during Q1 quarter-on-

quarter, although on an annual basis it grew 

7.2%. Headline inflation is currently running 

around 10.5% (core inflation is 8.3%), which 

was one of the reasons the Central Bank of 

Chile (CBC) raised their interest rate by a 

higher-than-expected 1.25% to 8.25%.   



 

Moving to Mexico, that economy registered 

an annual growth rate of 1.6% in Q1 (0.9% 

growth quarter-on-quarter). April headline 

inflation was 7.7%, with core inflation now at 

7.2%. Banxico, the central bank of Mexico, 

raised its policy rate by 0.5% to 7.0%.  

 

Staying in that part of the world, the central 

bank of Brazil raised their Selic policy rate by 

1.0% to 12.75%, the highest rate in five years. 

The rate has been increased by 10.75% so far 

in this tightening cycle. Headline inflation 

rose to 12.1% in April, from 11.3% in March, 

with the core inflation rate at 9.4%. 

Argentina raised its policy Leliq rate by 2.0% 

to 49.0%, partly due to pressure from the 

International Monetary Fund (IMF) to keep 

borrowing costs above inflation. Argentina’s 

inflation rate reached 58.0% in April. 

Colombia grew at an annual rate of 8.5% in 

Q1, representing a quarter-on-quarter rate 

of 1.0%.  

 

In a surprise move for the first time since 

August 2018, the Reserve Bank of India 

raised its interest rate in early May by 0.4% to 

4.4%. As with so many other central banks 

around the world, it took this stance in an 

effort to curb surging prices on the back of 

supply constraints and the dramatic price 

increases of food and energy due to Russia’s 

invasion of Ukraine. India imports more than 

80% of its oil needs and is the world’s largest 

importer of edible oils, including palm oil and 

soya oil. Headline inflation in India is currently 

7.8%; it has exceeded the RBI’s inflation 

range of 2% to 6% for four consecutive 

months.   

 

Turkey’s headline inflation reached a new 

two-decade high, as headline inflation 

jumped to an annual rate of 70.0% in April, 

well above consensus expectations of 

67.8%. Most notably, annual food inflation 

jumped to 89.1%, further eroding living 

standards and savings. Core inflation 

reached 52.4% in April, making a mockery of 

the official interest rate of 14.0%.  
 

 
 

The central bank of Philippines, the Bangko 

Sentral ng Pilipinas (BSP) raised its interest 

rate by 0.25% to 2.25%, the first hike since 

2018, as headline inflation moved to 4.9% in 

April, breaching the central bank’s 2% to 4% 

target range. The Philippines economy grew 

at an annual rate of 8.3% during Q1, up from 

7.8% in Q4. The BSP has set a growth target 

of 7% to 9% for 2022. Unemployment eased 

to 5.8% in March although it remains above 

the pre-pandemic rate of 4.6%.  

 



 

The Malaysian central bank raised its 

overnight policy rate by 0.25% to 2.0%, citing 

a firmer growth trajectory and a desire to 

tame inflationary pressures that could risk 

dampening demand in its economy on its 

rebound from the pandemic. While 

headline inflation remained benign at 2.2% 

in March, core inflation rose by 2.0% in 

March from 1.8% in February, driven by 

higher food prices. The central bank 

reiterated its forecasts for average headline 

inflation of 2.2% to 3.2% and core inflation of 

2.0% to 3.0% for 2022. Meanwhile, Malaysia’s 

economy grew more quickly than 

expected, up 5.0% in Q1 2022 versus 3.6% in 

Q4, mainly driven by the services and 

manufacturing sectors, in particular resilient 

demand for semiconductors and consumer 

products such as motor vehicles. 
 

 

 

Finally, on the Chinese economy, the drastic 

lockdown measures implemented across 

major cities is raising concern about the 

effects on the rest of the world. While those 

are yet to be fully felt, the effects on the 

Chinese economy are already becoming 

evident. Retail sale declined at an annual 

rate of 11.1% in April, versus March’s decline 

of 5.0%, industrial production fell 2.9% during 

the past year versus a 5.0% growth rate in 

March, and fixed asset investment rose at an 

annual rate of only 2.3%, versus March’s rate 

of 7.1%.  
 

Chart 5: China’s hefty price of lockdowns 

 
Source: Baader Bank 

 

Quotes of the month 

How rapidly the environment is changing 

On 12 May, Yves Bonzon, Julius Bär Group Chief 

Investment Officer, noted the following, which I 

thought illustrated just how rapidly the investment 

environment was changing: “Six months ago, the 

Fed indicated its intention to deliver one 25 basis 

points (0.25%) rate hike in 2022. So far, we have 

already witnessed two hikes totaling 75 basis 

points (0.75%) and a pledge from Fed Chair 

Powell to deliver many more.” 

 

 

 

 



 

 

 

Charts of the month 

The sources of inflationary pressure 

Chart 6 depicts the sources of inflation in different 

economic regions in the world since 2021. A 

better understanding of the sources will help 

understand the different policy approaches of 

central banks. Not surprisingly, energy price 

increases, and natural gas prices in particular, 

have contributed far more to rising inflation in the 

European region than, say, in the US. The latter 

region has seen more broad-based price 

increases and the Fed has consequently moved 

more aggressively to arrest the sharp increase in 

prices. It was interesting to note that BoE 

Governor Andrew Bailey recently noted that the 

UK “sits somewhere between the US and Euro 

area” on inflation; it is clear from the chart what 

he was referring to.  

 
 

Chart 6: Regional inflation constituents 

Contribution to change in inflation since January 2021 

 
Source: Baader Bank 

 

Speaking of inflation, we know by now that 

inflation is rising sharply around the world. 

Developed markets have received the most 

attention, partly because their central banks’ 

actions is so influential in determining the 

economic environment within developing 

markets. Chart 7 illustrates inflation in selected 

major developed markets since the start of 2019. 

No wonder central bankers and monetary policy 

in particular are being so closely watched by 

investors. Japan is the obvious standout as not 

having an “inflation problem”.   
   

Chart 7: Inflation woes abound 

Monthly CPI readings selected countries (2019 – 2022) 

 
Source: Baader Bank 

 

  



 

How bad is bad? 

You don’t need me to tell you that all markets 

have been very weak so far this year, having 

already set many records for the “worst start” to 

any year. The following charts put recent 

declines into perspective.  

 

Chart 8 shows that during April and May, global 

equity markets, depicted here by the MSCI All 

Country (AC) World index, equity markets posted 

their longest stretch of weekly declines on record.  
 

Chart 8: Longest losing streak 

MSCI AC World Index weekly change (%) 

 
Source: Baader Bank 

 

Chart 8 was drawn at the end of the third week 

in May. I am happy to report that markets staged 

a strong recovery during the final full week of 

May. The picture looks a bit better now – refer to 

Chart 9. The rolling one-month returns in major US 

equity indices have turned positive (at the time 

of writing, being 30 May), bringing an end to the 

longest streak of losses (negative returns) since 

2001. Of course, much destruction and loss has 

been inflicted, and it will take a Herculean task 

for markets to fully regain the lost ground. 

However, history informs us that it will inevitably 

happen, it is just going to take a long time. That 

said, the ride will be bumpy – we are certainly not 

out of the woods yet.  

 

 
 

Chart 9: Beginning of the end? 
1-month change: Dow Jones, S&P500, NASDAQ, Russell2000 (%) 

 
Source: Baader Bank 

 

Still on the matter of equity markets, while the 

major indices have been weak, it often feels as 

though the declines have been even larger i.e. 

the pain has been more severe than the 

headline indices imply. Well, the reason for this 

“feeling” is that it is true. At the “per share” level 

some declines have been far more severe than 

the losses of the indices. Of course it has to be 

true that the losses on some shares have not 

been as severe as the headline indices, but as 

someone put it so succinctly, “the pain of 15% 

down is so much more than the joy of 15% up”. 
   

Table 2: The pain of -15% ≠ the joy of +15%  

Percentage change from 52 week highs 

 
Source: Anchor Capital 

 

Anchor recently provided Table 2, which sheds 

light on this phenomenon. At the time the table 

was compiled the S&P500 was down 14% from its 

52-week high, but the average component 

(share) of that index had declined 22%. With so 

many investors invested in technology shares, the 

phenomenon within the NASDAQ is ever more 

pronounced: the NASDAQ had declined 23% 

from its highest level during the past year, but the 



 

average share in the NASDAQ had declined 45%. 

74% of index members have registered declines 

of more than 20%. No wonder pain abounds! 

 

I thought the following chart would serve as a 

useful reference point for the current bear 

market conditions. It shows the extent of the 

peak-to-trough drawdowns of the S&P500 i.e. the 

US equity market, since 1950, that were greater 

than 15%. The Chart was drawn on 25 May. 
 

Chart 10: Trying to find a bottom   

S&P500 drawdowns great than 15% since 1950 

 
Source: Baader Bank 

 

It recalls many memories for those of us who have 

been through many bear markets before. Look 

for example, at how steep and deep the 

drawdown was during the Great Financial Crisis 

of 2007/9. In the pain and trauma of the current 

bear market, where the S&P500’s equivalent 

drawdown is “only” 18.7%, one forgets about 

previous market corrections which were greater, 

more painful and more destructive than the 

current one. What is appropriate here is to 

remind readers that in all cases, the equity 

market went on to register significantly higher 

levels. We would do well to remember that in the 

midst of the prevailing market trauma and doom 

and gloom.  
 

 

Maestro’s focus tends, in the main, to be on 

equity markets, but one shouldn’t lose sight of the 

fact that bond market investors have been 

suffering, too. Chart 11 shows that, as of the 

beginning of May, US 10-year bonds are off to the 

worst start this year since 1788, the year before 

George Washington’s presidency.  
   

Chart 11: Off to the worst start since 1788 

Year-to-date returns of US 10-year bonds to end-April 

 
Source: Deutsche Bank 

 

As we highlighted in our monthly client letter, April 

was only the fourth month in nearly 50 years that 

the S&P500 fell more than 5.0% and US Treasuries 

returned less than 2%. 

 

Which pre-pandemic remnants will remain? 

Jim Reid of Deutsche Bank released the following 

“Chart of the Day” which I found interesting.  

 

He commented as follows: “One of the more 

remarkable features of the recent slump in 

equities is the big moves in tech stocks. Given 

how far its run up in recent years it’s hard to be 

very surprised by the NYFANG+ index declining 

38.2% since its record high in November 2021. This 

index is still about 30.0% from pre-pandemic 

levels. 

 



 

Chart 12: Amazon and US online sales 

Year-to-date returns of US 10-year bonds to end-April 

 
Source: Deutsche Bank 

 

“However, perhaps of greater significance is the 

fact that Amazon is now down 35.75% since 

March 29 this year i.e. 6 weeks ago. It’s now 

almost at exactly the same level it was just as the 

pandemic struck.  

 

“Today’s Chart (12) … shows online/mail order 

retail sales as a percentage of total US retail sales. 

Such sales as a percentage of overall retail sales 

are still notably above their pre-Covid trend. The 

chart is more to show the big correction and 

changing structural trends rather than a view on 

Amazon. It looks like the online revolution will stay 

post Covid but were tech stocks overvalued 

even before the pandemic started? I’ll leave 

that to the experts”.  

 

One of the most important charts in our game 

Over the past 20 years we have included Chart 

13 numerous times in Intermezzo. We are likely to 

include it many more times in the future; it is one 

of the most important charts in our arsenal of 

indicators which we use to gauge market 

direction. In investment jargon it is called the 

yield curve, or more accurately “yield curve 

inversion”. In layman’s terms it depicts the 

difference between the yield (rate of interest) on 

the 10-year and 2-year US Treasury bond. In Chart 

13 this is shown in the black line, while the 

difference between the 3-month bill and 10-year 

bond, another widely watched indicator, is 

depicted by the blue line.  
   

Chart 13: Yield curve inversion: watch closely now 

Year-to-date returns of US 10-year bonds to end-April 

 
Source: Baader Bank 

 

What makes yield curve inversion so important 

i.e. when the yield on the 2-year bond rises to 

levels above that of the 10-year bond, is that 

historically a recession in the US economy has 

almost always ensured. Chart 13 depicts history 

since 1977 and you can see for yourself that 

every time the yield curve inverted, a recession 

in the US followed. What has caused investors 

such distress during the past few weeks, and 

what drove equity markets down so sharply, was 

the fact that the yield curve inverted again i.e. 

the yield on the 2-year bond rose above the 10-

year bond yield – shown in the chart as the black 

line hitting the zero line. It remains to be seen 

whether the yield curve will retain its track record 

of having predicted every previous US recession. 

All investors are watching it very closely.  

 

Emerging market foreign currency debt 

There are many moving parts in the investment 

environment at any one point in time. One tends 

to focus on certain aspects only, but that can 

lead to unexpected or unpredictable variables 

destabilizing markets when one least expects it, 

because one wasn’t aware of the issues or didn’t 

accord them sufficient weight in one’s decision-

making process. For all the millions of investment 



 

professionals and lay investors involved in 

markets, representing an inordinate amount of 

intellect, no one person, or even machine, has 

“got it altogether right”. That should not stop us 

from always scanning the horizon in search of 

that next destabilizing variable.  

 

Market disruptions often emanate from unusual 

corners, and frequently from emerging markets, 

partly because of inappropriate policies being 

implemented, or factors that affect them deeply 

being beyond their control. Most emerging 

countries simply don’t have the depth of 

resources available to developed countries. In 

the light of that, the following is instructive. 

 

In the wake of tighter monetary conditions and a 

stronger US dollar, emerging market debt has 

continued to suffer. The low interest rate 

environment of recent years has led to various 

countries issuing significantly larger volumes of 

hard currency government bonds. Over the last 

decade, these countries have increased their 

dependence on the dollar and now face the 

challenge of servicing their foreign currency 

debt in a more difficult environment.  

 

Foreign currency debt has increased over the 

past 12 years, particularly in Argentina, Turkey, 

and Colombia. These countries have become 

more vulnerable to debt servicing, especially as 

other factors, such as current account balances, 

fiscal and monetary policies, and foreign-

exchange reserves have deteriorated.  

 

On the other hand, the development of the 

investment grade issuer Mexico stands out 

positively, with only a moderate increase in total 

government debt and in foreign currency terms 

compared to 2009. However, emerging market 

debt will continue to be seen as a high-risk asset, 

as the continued strength of the dollar weighs on 

the outlook, and additional headwinds worsen 

external financing needs, such as a combination 

of lower growth rates and persisting high inflation.  

 

With the dollar expected to strengthen further 

during the Fed’s tightening cycle, countries with 

stronger current accounts, fiscal balances, and 

foreign exchange reserves are likely to out-

perform their peers. Countries which are net 

exporters of commodities such as the oil, metal, 

and agricultural prices should see their balance 

of payments dynamics improve. This has certainly 

been the case for South Africa during the past 

couple of years, where high commodity prices 

have resulted in a significant fiscal improvement 

and consequently a relatively firm currency, too. 
 

Chart 14: Change in foreign currency debt since 

2009 

 
Source: Julius Bär 

 

We are all paying the price for Russia’s invasion 

You don’t need me to tell you about the sky-

rocketing price of petrol in South Africa. These 

days one literally makes an investment into one’s 

fuel tank each time you fill up, only to have to do 

so again in a few weeks’ time with little to show 

for it! A number of factors are driving the oil price 

higher, one of the major ones of course being 

Russia’s invasion of Ukraine.  

 



 

But the war is being felt in other areas as well, 

including, but not limited to, the price of wheat. 

With Russia and Ukraine producing a large 

portion of the world’s wheat (Ukraine alone is 

responsible for 10% of the global production of 

wheat), as well as other commodities related to 

fertilizers and agricultural products, we should not 

be surprized to see the price of food, eventually, 

start to rise strongly; in many areas we have 

already see huge increases. This affects poor 

countries and emerging markets the most. Chart 

15 is a rather frightening depiction of where 

agricultural commodities are heading; it shows 

the Bloomberg Agricultural index since 1991.    
 

Chart 15: Agricultural prices: up, up and away 

 
Source: Baader Bank 

 

China slowdown on its way 

You would have read (above) about the recent 

data emanating out of China, which represents 

the first indication of the effect of China’s zero 

Covid infection policy. As so many countries 

discovered to their detriment in 2020, such 

policies have a devastating economic effect. 

Given that China is only now starting to ease its 

Draconian Covid policies, it would be naïve to 

expect anything less than a significant slowdown 

in the Chinese economy.  

 

Estimates of Chinese growth in 2022 vary, but few 

are as high as the official target of 5.5%. In 

fairness Chinese authorities have already hinted 

that this rate will not be achieved this year. Still, 

whatever that growth rate turns out to be, Chart 

16 puts it into perspective – it will be one of the 

slowest growth rates since 1976. Apart from the 

pandemic affected slowdown in 2020, the only 

years that even come close are 1989 and 1990, 

when heavy state sector losses caused a dip that 

triggered a second wave of reforms and three 

decades of annual growth in excess of 6%. It is 

worth noting (refer to the chart again) that 

Chinese growth has actually been slowing for 11 

out of the past 14 years. Of course the base is a 

lot bigger now, but the consistency of the 

slowdown cannot be ignored.  

 

The point is simply this: when the world’s second 

largest economy and the main engine of global 

growth during the past two decades slows, the 

global economy will slow as well. It is just a 

question of by how much. You would be familiar 

with the saying that when the US sneezes, the rest 

of the world catches a cold. We are about to see 

that when China catches the virus, the rest of the 

world suffers – possibly by an even greater extent. 

All is not doom and gloom though. One senses it 

won’t be long before China starts rolling out 

supportive economic policies (some are already 

in place), at the very time that the Western world 

is raising interest rates in an effort to slow rising 

prices.  
 

Chart 16: Chinese real economic growth 

2022 growth could be the slowest in 46 years 

 
Source: Deutsche Bank 

  



 

For the record 
Table 3 lists the latest returns of the mutual and 

retirement funds under Maestro’s care. Returns 

include income and are presented after fees 

have been charged. Fund Summaries for each 

respective fund listed in the table, as well as all 

the historic returns, are available on our website. 
 

Table 3: The returns of funds in Maestro’s care 

 Period 

ended 

Month Year to 

date 

Year 

Maestro Equity Prescient 

Fund 

 

Apr 

 

-3.8% 

 

-0.1% 

 

14.3% 

JSE All Share Index Apr -3.7% 0.0% 13.2% 

Morningstar sector ave Apr -2.4% 1.6% 14.1% 

Maestro Growth Fund  Apr -2.3% -4.2% 1.9% 

Fund Benchmark Apr -2.5% -1.2% 10.2% 

Morningstar sector ave Apr -1.0% -1.9% 8.5% 

Maestro Balanced Fund Apr -2.1% -4.0% 1.9% 

Fund Benchmark Apr -2.1% -1.1% 9.3% 

Morningstar sector ave Apr -0.8% -1.9% 7.7% 

Maestro Global 

Balanced Fund 

 

Apr 

 

-1.9% 

 

-18.8% 

 

-20.8% 

Benchmark Apr 0.4% -13.5% 0.4% 

Sector average * Apr 1.8% -11.1% 1.0% 
 

* Morningstar Global Multi Asset Flexible Category 

  

Obituary: Leonid Kravchuk, 1934 - 2022 

No, I hadn’t heard about Kravchuk before until I 

read of his death. That said, I thought I would share 

the Financial Times’s obituary with you as it 

conveys a section of Ukrainian history which, for 

obvious reasons, is rather pertinent now. 
 

 

 

Before Russia’s full-scale invasion of Ukraine, 

President Vladimir Putin addressed the nation, 

blaming communist leaders for “historic, 

strategic mistakes” that precipitated the 

collapse of the Soviet Union.  

 

One of those leaders was Leonid Kravchuk, who 

died this week aged 88. Kravchuk, a former 

Soviet apparatchik who adopted the cause of 

Ukrainian independence and became his 

country’s first democratically elected president, 

may have done more than anyone else to bring 

down the Soviet empire.  

 

A wily bureaucrat and astute tactician, he freed 

Ukraine from Soviet dominion without bloodshed. 

He outmanoeuvred hardliners and kept Ukraine 

remarkably united despite its internal divisions.  
 

 
 

Russia could not prop up the USSR without 

Ukraine, the union’s second most populous state 

and also a fellow Slavic one. As Serhii Plokhy 

describes in The Last Empire, his account of the 

Soviet collapse, “Kravchuk performed a difficult 

balancing act, maintaining a veneer of loyalty to 

the centre while aggressively advancing the 

interests of his homeland.”  

 

http://maestroinvestment.co.za/funds


 

Kravchuk’s life story followed his country’s 

turbulent history. He was born in western Ukraine 

in what was then Polish territory. As an eight-year 

old boy living under Nazi occupation, he 

witnessed German troops executing Jews by 

machine gun. His father died fighting for the Red 

Army against the Wehrmacht.  

 

He studied political economy at Kyiv University 

and joined the Communist party, quickly rising 

through its ranks. In 1990, as chairman of 

Ukraine’s supreme soviet, he became the 

country’s most senior official. 
 

 
 

As the Soviet Union crumbled, Kravchuk 

managed to perform loyalty to his Soviet masters 

while hastening their end. Although Kravchuk 

declined to join Yeltsin’s active resistance to the 

1991 coup, he criticized it enough to stay on the 

right side of history when the putschists faltered. 

He then left the party. 

 

After the coup attempt, he supported the 

thousands of Ukrainians who protested in Kyiv in 

favour of independence. He did so despite 

pressure from US president George HW Bush, who 

feared a chaotic collapse of the Soviet Union.  

 

 

Kravchuk then backed a seismic declaration of 

independence in the Kyiv parliament. Within 

eight days, Belarus, Moldova, Azerbaijan, 

Uzbekistan and Kyrgyzstan followed suit.  

 

Kravchuk assuaged Moscow by agreeing to put 

independence to a referendum. Gorbachev 

doubted it would pass – it did, by an 

extraordinary 90%, with a turnout of 84%. 

Kravchuk was elected president that same day. 

The former party head of ideology and servant of 

the Soviet empire convinced Ukrainians that he 

was truly committed to their country’s self-

determination.  

 

A week later, Yeltsin arranged to meet Kravchuk 

and Stanislav Shushkevich, his Belarusian 

counterpart. At a hunting lodge in the Belavezha 

forest, Yeltsin made the case for both Belarus and 

Ukraine to stay in a reformed union with Russia. 

But Kravchuk saw that any such arrangement 

would be dominated by Moscow. He threatened 

to walk away, reportedly telling Yeltsin: “And who 

will you be when you return to Russia? I will return 

to Ukraine as the president elected by the 

people, and what will your role be – that of 

Gorbachev’s subordinate, as before?” 

 

He drafted an alternative plan for a looser 

Commonwealth of Independent States. Yeltsin 

acquiesced, seeing in it an opportunity to get rid 

of Gorbachev. The three leaders agreed to 

“hereby establish that the USSR as a subject of 

international law and a geopolitical reality 

ceases its existence”. Kravchuk later agreed to 

give up Ukraine’s share of the USSR’s nuclear 

arsenal in return for security guarantees from 

Russia, the US and the UK – these turned out to be 

worthless when Moscow annexed Crimea in 2014 

and orchestrated a separatist war in the Donbas 

region.  
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Kravchuk lost the 1994 election to Leonid 

Kuchma. It was the first uncontested handover of 

power in democratic Ukraine and the last until 

Volodymyr Zelensky’s landslide in 2019. Kravchuk 

became a respected elder statesman, for a 

period presiding over diplomatic efforts to bring 

peace to the Donbas region.  

 

Ukrainian President Volodymyr Zelensky said: “He 

was a person always able to find wise words and 

express them in such a way that they were heard 

by all Ukrainians. Particularly in times of crisis. 

When the future of an entire country can 

depend on the wisdom of one person.”  
 

 

 

April in perspective – local markets 

The South African markets did not escape 

the carnage during April. The returns look 

relatively sound in rand terms, but the rand’s 

7.6% decline in April, render the dollar returns 

absolutely awful. The All Share index lost 3.7% 

in rand terms, led by the Basic Material and 

Financial indices, both of which declined 

5.5%. The Industrial index lost only 1.7%. The 

Large and Mid cap indices lost 4.0% and 

2.5% respectively, while the Small cap index 

actually rose 2.3%. That the All Bond index 

lost only 1.7% is testimony to the fact that 

SA’s relatively high bond yields (interest 

rates) still hold some attraction in the global 

community.  
 

Chart 17: Local returns to 30 April 2022 

 

 

The “million dollar question” (I’m not sure what 

that is even worth these days?) is where do the 

markets go from here? One way of looking at it, 

and here I am specifically addressing the 

companies that constitute our global portfolios, 

not much has changed at most of the 

companies in terms of their quality (of financial 

metrics, management, etc) and earnings 

prospects – in fact many of them have recently 

reported excellent results – yet their share prices 

are trading 30% to 40% lower than they were this 

time last year, in some cases only four or five 

months ago. Its stands to reason therefore that 

they are now offering substantially more value 

than they did in the past.  

 

Sadly as you would have come to realize, 

investment markets are complicated beasts at 

the best of times; just because a company, 

sector or market represents substantially greater 

value, doesn’t mean it can’t move lower (and 

thus represent even more value later), or that a 

turnaround is imminent. Markets can stay 
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valuable for a long time, at times testing the most 

patient of investors. Much of investment markets’ 

current positions are a function of sentiment, 

which is unanimously negative at present. History 

holds plenty of examples which show that when 

all is doom and gloom it is one of the better times 

to deploy additional capital into the markets. We 

are of the view that this time around will be no 

different. No one “rings the bell” when the 

market is about to turn. That said, we are not 

advocating a charge back into bond and equity 

markets at present.  
 

 
 

We have listed some of the major fear factors in 

the market at present. These include sharply 

higher, and rising, prices (inflation) across the 

world, simultaneously dragging interest rates 

higher; a recognition that the transitory nature of 

rising prices is perhaps more structural in nature 

than initially thought; uncertainty surrounding the 

effects of Russia’s invasion of Ukraine, specifically 

in terms of global food supplies; bottlenecks 

being experienced for a number of reasons in 

global supply chains; the latter extends to all-

important semiconductors, too; and the effects 

on the global economy of the remarkable 

lockdowns in China as it struggles to get to grips 

with the latest round of the Covid-19 virus. These 

are but some of the factors driving markets lower 

and increasing fear in all investors’ minds.   

When all is said and done, we expect global 

investment markets to remain nervous, volatile 

and weak. Investors need to take cognizance of 

the increased degree of risk in the markets at 

present, but we would strongly advocate 

resisting the impulsive action of redeeming all or 

part of one’s investments. We honestly don’t 

believe that will be in your interests, unless you 

are in urgent need of capital in the short-term. 

Nerves of steel, a lot of patience, and a greater 

appreciation of the complexities of global 

markets right now is what we believe are required 

to see investors through the current turmoil.  

 

Our final thought relates to the rand. The latter 

has been strong during the past year – one of the 

strongest within the emerging market universe in 

fact. It has benefitted from strong commodity 

prices, improved terms of trade, relatively 

attractive bond and cash yields, and the 

unexpected increase in government revenue 

due to the commodity boom. However, during 

the last week of April it declined sharply, as 

investors started to realize that the prevailing 

favourable environment in South Africa was 

unlikely to last forever. It is likely, especially if the 

global economy slows (as it is likely to do) and 

commodity prices decline (as we expect some 

of them to), that the rand will start to look 

vulnerable again. In our humble view there is an 

enormous air pocket under the rand at present, 

meaning that what currently appears to be a 

relatively favourable outlook, can change in a 

short space of time into a nightmare beyond 

government’s ability to manage. The most 

powerful force in this equation is global investor 

sentiment which, as we know from past 

experience, is fickle and can change in an 

instant. All of which is to say we continue to 

strongly advocate the externalization of one’s 

assets, where possible and appropriate. During 
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April one saw the difference in returns in rand (-

1.9%) and dollar (-9.8%) terms. Given the current 

character of the markets, the benefits of 

retaining as much of your investable capital 

offshore must be clear to even the most patriotic 

South African investor.  
 

 

 

So what’s with the pics? 

The results of the Sony World Photography 

Awards competition were announced recently. 

This month I have included photographs of two 

of the winners in the “professional” category, for 

your enjoyment.  

 

The first few photos comprise a selection of South 

African Gideon Mendel’s “Portrait in Ashes” 

submission, which won him second place in the 

category. You can view his whole portfolio by 

clicking here. He submitted the following 

comment with his submission: “As our global 

temperatures rise, we have seen an 

unprecedented increase in the extremity of 

wildfires around the world.  

 

“In 2021 I travelled to Greece, Canada and the 

USA to document the aftermath of fires that had 

destroyed homes, killed numerous people and 

burnt millions of acres of land. I choose not to 

document the burning flames, but rather to seek 

out their aftermath.  

 

“These portraits are made across different 

communities and cultures around the world. My 

subjects pause and engage the camera, looking 

out from their devastated lives. While their poses 

may seem conventional, the context is 

catastrophe, and their gazes are unsettling. They 

are not disempowered victims: in their encounter 

with the camera they invite us to engage with 

the calamity that has befallen them, bearing 

witness to the impacts of climate change which 

will be so much worse unless meaningful action is 

taken”. 

 

The second set of photographs are from the 

portfolio of Andrius Repšys, entitled “Solar 

Graphic” which you can view by clicking here. 

Repšys comments: “In 2021, Lithuania once 

again experienced a winter of heavy snowfalls - 

a result of the climate crisis and global warming.  

 

“Depicted in these photographs are sustainable 

energy sources such as dams, wind turbines and 

solar batteries - the very things we need in order 

to slow down the occurrences of climate 

disasters.  Two of the three main elements of Solar 

Graphics, seasonality and sustainable energy, 

organically and purposefully complement each 

other.  

 

“Winter's monochromatic palette helps reveal 

the graphic elements found in the white snow. As 

the land is disrupted by dark lines new images 

appear, a mouth full of dazzling white teeth or a 

robot with a surprised look on its face. The high 

vantage point reduces the landscape to 

abstraction allowing the viewer to find new 

meanings and interpretations in the photo-

graph”. 

https://www.worldphoto.org/sony-world-photography-awards/winners-galleries/2022/professional/2nd-place-portraits-ashes-gideon
https://www.worldphoto.org/sony-world-photography-awards/winners-galleries/2022/professional/2nd-place-solar-graphic-andrius
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You will recognize the remaining “photographs” 

as cartoons from the well-known South African 

artist Zapiro. I am a great fan of his; he so 

succinctly captures the political mood with a 

simultaneous sense of humour and gravitas. I 

apologize to our international readers if some of 

the humour and nuances are lost on you, but I 

suspect all South Africans will identify with the 

cartoons.  
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