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Equities do well in year 1 of profit recovery
Historical global equity returns before and after profit troughs 
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Source: Credit Suisse

Profit momentum compared to profit level
US profit growth peaking in the second quarter of 2021 due to the low base a year ago
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Current inflation regime favours equities
US equities historically still outperformed bonds when inflation was above average and rising 
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Frequency of US equity drawdowns
History would point to some drawdown in the coming months ➔ coinciding with taper talk?

S&P 500 drawdowns in past 30 years

Drawdowns Bear Markets Corrections Minor Pullbacks

Definition >20% fall 10%-20% fall 5%-10% fall

Number of instances 3 11 35

Implied frequency (months) 120 33 10

Previous occasion 19 Feb '20 20 Sep '18 2 Sep '20

23 Mar '20 24 Dec '18 23 Sep '20

% fall 33.9% 19.8% 9.6%

Months since previous trough 15 30 9
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Earnings support for SA equities
Upward profit revisions the norm since FTSE/JSE ALSI earnings bottomed in January 2021 
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Source: SBG Securities

SA equities attractive versus EM and DM
SA forward P/E now trades at much larger discounts than normal to EM and DM equities
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Source: Iress, Momentum Investments

SA equity market not expensive 
Earnings upgrades are keeping SA valuations in check and forward return potential supported
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Generic disclaimer

This presentation is applicable to the following Momentum Investments authorised financial services providers in terms of the Financial Advisory and 
Intermediary Services Act, 2002 (Fais) and registered entity:
• Momentum Asset Management (Pty) Ltd (FSP 623) 
• Momentum Outcome-based Solutions (Pty) Ltd (FSP 19840) 
• Momentum Investment Consulting (Pty) Ltd (FSP 32726) 
• Momentum Alternative Investments (Pty) Ltd (FSP 34758)
• Momentum Collective Investments (RF) (Pty) Ltd (registration number: 1987/004287/07) 

The information used to prepare this document includes information from third-party sources and is for information purposes only. Although reasonable 
steps have been taken to ensure the validity and accuracy of the information contained herein, Momentum Metropolitan Life Limited  does not guarantee 
the accuracy, content, completeness, legality or reliability of the information contained herein and no warranties and/or representations of any kind, 
expressed or implied, are given to the nature, standard, accuracy or otherwise of the information provided.

Neither Momentum Metropolitan Life Limited, its affiliates, directors, officers, employees, representatives or agents (the Momentum Parties) have any 
liability to any persons or entities receiving the information made available herein for any claim, damages, loss or expense, including, without limitation, 
any direct, indirect, special, incidental, punitive or consequential cost, loss or damages, whether in contract or in delict, arising out of or in connection with 
information made available herein and you agree to indemnify the Momentum Parties accordingly. For further information, please visit us at 
momentum.co.za. Momentum Investments is part of Momentum Metropolitan Life Limited, an authorised financial services and registered credit provider, 
and rated B-BBEE level 1.

Sources: Momentum Investments, Iress


