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19 March 2020 

 

ISASA Independent Schools Association 

of South Africa Pension and Provident Funds 

 

IMPACT OF COVID-19 AND OIL PRICE WAR ON INVESTMENT PORTFOLIOS 

 

Dear Sir / Madam 

 

The week of 9 March 2020 will be remembered alongside those of previous great market crashes. 

Seldom have we seen such extreme market volatility, mirrored only in the crashes of 1929, 1987 

and 2008. The Coronavirus is three months old, yet has wreaked havoc on normal economic 

activity, severely disrupted supply chains and choked off end demand. This of course, alongside 

the tragic ongoing human cost of the virus. No vaccine has as yet been found, and the number 

of additional daily cases globally is accelerating.  

  

The major oil producing countries (OPEC), led by Saudi Arabia, met with Russia between the 6th 

and 8th of March, with the intention of agreeing on production cuts in support of the oil price. 

Instead this meeting led to both Saudi Arabia and Russia declaring an all-out oil price war and 

consequently increasing production. As a result, the oil price fell precipitously from USD50/bbl to 

USD34/bbl and continues to be volatile. This has increased the risk profile of many stocks with direct 

and indirect dependence on a higher oil price, with Sasol being the most impacted.  

As at close of Wednesday, 18 March, the US equity market, Dow Jones Index is down 30% year to 

date. In South Africa, the All Share Index is down 32% year to date. The cost of 10-year government 

borrowing in the US has fallen from 1.8% pa just two months ago to close to 0%. This is a move seen 

only once in a lifetime. The oil price has halved this year, to a current low of $24/barrel. Gold as a 

traditional safe haven has increased in price from $1300 mid-2019 to $1494 recently.   

  

Equity markets started this year, often at record highs, driven by sound global economic growth, a 

market-friendly (and economic) US political agenda, and still plentiful levels of market liquidity led 

by continued historic lows in Central Bank interest rates. Whilst nervousness was apparent and 

volatility becoming more pronounced the Coronavirus came from nowhere and has proceeded 

to undermine these foundations for healthy equity market gains.  

  

Progress from here will be characterized by a battle between the debilitating effects of the virus 

on economic activity (and the associated ability of often indebted companies to keep going with 

severely curtailed revenue streams) and action by all global authorities (government and central 

banks) to stimulate activity through the traditional means of extra fiscal stimulus and still easier 

monetary conditions. The uncertainty surrounding the progress of the virus means near term 

volatility (up and down) is likely to continue and makes any meaningful near term forecasting of 

markets difficult at this stage.  

  

The Balanced Index Fund is a fully diversified portfolio investing in a mix of local and offshore 

equities, listed property, interest bearing assets (including inflation linked bonds) and cash. The 

diversification has proved to be a success because while FTSE/JSE CAPPED SWIX Index is down 29% 

year to date, the Balanced Index Fund is down 19% year to date. We want to assure you that your 

portfolios are in sound condition, and whilst of course subject to these negative moves, will over 

time recover and grow again as markets recover their poise. Our thorough and thoughtful risk 



 

management processes have ensured that we have remained true to mandate and able to 

deliver to our clients’ expectations over time.  

 

Please do not hesitate to contact us should you have any further questions. 

 

 

Kind regards, 

 

 

Old Mutual Customised Solutions 

Indexation Team 

 

 

 

 

 
 


