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Dear Client, 
 
Over the past few weeks, we have seen double black swan events in the financial 
markets. 
 
(For those who don’t know, a “black swan” event is one that cannot be forecasted, it 



basically comes out of nowhere. The term “black swan” comes from the book by 
Nassim Nicholas Taleb, “The Black Swan”.  In essence, this is based on the ancient 
belief that black swans did not exist, until they were discovered by surprise while 
living in the wild in Australia and New Zealand). 
 
The effect of Covid-19 (The “Coronavirus”) has thrown the world into expecting a 
global growth slowdown. We have already seen the US Federal Reserve lower interest 
rates to nearly zero percent. The Bank of England following with a cut of 0.25%. The 
European Central Bank has also made comments that they are also looking at interest 
rates cuts. 
 
The South African Reserve Bank may also cut rates at their March 2020 meeting, we 
expect the interest rate announcement from the SARB by the end of Thursday the 
19th of March 2020. When central banks cut interest rates this is a sign that 
economies are slowing, and the central banks are trying to encourage economic 
activity. 
 
Covid-19 is the cause of much of this global economic slowdown starting in Wuhan 
China where the inhabitants were put on lockdown thereby closing factories in this 
province which caused a slowdown in the delivery of products to the market. This has 
been followed by a lockdown in the whole of Italy, 60 million people not going to 
work, not travelling, not going to school. No shops, other than grocery and 
pharmaceutical stores are open for business. 
 
The above global slowdown has pushed markets down hard and fast! The 
Johannesburg Stock Exchange’s AllShare Index was down significantly for the year by 
Friday the 13th of March. The S & P 500 in New York was trading at 321 points lower 
than a few weeks ago by the end of Friday the 13th of March. This was before 
President Trump closed travel from Europe and restricted movement in much of New 
York and Los Angeles. 
 
This was not forecasted, not predicted, a surprise, in other words a black swan.  
 
As a result of the global slow down, OPEC, the oil producing economies cartel, 
witnessed a slowdown in the demand for oil and the price starting to drop. This 
caused an argument about how much oil to supply to the global oil markets between 
Russia and Saudi Arabia. The Saudi’s decided to flood the market with their oil driving 
the price way down to around $31 per barrel. This was the second black swan. 
 
We at Global & Local have been observing the markets and we have been reducing the 
risk on clients' portfolios where we can. This is a difficult balancing exercise because 
if we dedicate too much capital to cash and bond funds then capital will not grow 
above the rate of inflation, but the capital values will also not be subject to the levels 
of stock market volatility recently experienced. On the other side we can also not be 
too conservative and reduce the exposure to listed shares to zero because when the 
market turnaround happens then your portfolio will not be able to participate. 
 
Where we have felt it appropriate, we have adjusted exposures to the point that we 
believe we are finding a happy middle ground between cash, bonds, SA listed shares 
and offshore based investments. 
 
Please remember, we are only able to switch between funds if you have provided us 
with a mandate to do so. These mandates come in handy when markets are behaving 
as they are currently. Mandates allow us to react to markets as quick as possible and 
reduce the administrative burden when switching between unit trust funds underlying 
in some of your investments. 
 



 

If you have not signed a “Category II License Mandate” with us and you wish to rectify 
this, then please get hold of our offices so that we can put this in place for you or 
download the mandate here. 
 
Other than this, let’s hope the Coronavirus situation is resolved soon. 
 
Please wash your hands frequently and do all the other things that we all know will 
help in stopping the spread of this and other diseases. 
 
Stay healthy. 
 
Michael Haldane 
Managing Director 
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