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Why Resolutions are Better Than Predictions 

 

Each and every year we see many market commentators spending exorbitant amounts of 

time compiling their predictions as to what they think will happen in the economy and the 

financial markets in the year ahead.  It is surprising that despite the many moving parts they 

continue to make these predictions.  Whilst at Magwitch we always keep looking to the 

future we know that predictions are reviewed by how wrong they were.  Often it is best to 

stick to the investment basics, and control which is in your power to control to get the best 

outcome. 

 

The futility of predictions 

 

If we just look back at recent predictions a year ago Covid-19 was a virus that was affecting 

humans in another part of the globe.  Who would have forecast the global devastation to 

human lives and global trade that then occurred when the health authorities started 

communicating that we had a pandemic beyond our immediate control?  Who would have 

predicted the extreme measures that Governments across the globe adopted to essentially 

shut down economies?  And at the very darkest day as the markets were collapsing who 

would have predicted the quickest market recovery ever? 

 

Locally we saw R5.2bn worth of South African equities sold in the first quarter of the year as 

demonstrated by the ASISA Q1 2020 Flows - SA General Equity, as Covid-19 advanced into a 

global pandemic and economic activity came to a standstill.  Many of these investors 

remained on the side line in cash as the markets bounced in the second quarter returning 

23%.  Investors who sell during a crash infrequently reinvest in time to participate in the full 

recovery.  The worst days in the markets are often followed by the best days.    

 

More recently we have seen the storming of the United States Capitol building by a mob of 

supporters of Donald Trump who felt a display of force was the best way to disrupt the 

counting of what they felt were fraudulent voting results.  There was a lot of information 

prior to the riot that it could take place (the joys of social media) yet nobody took the threat 

seriously until it actually happened – driven on by inflammatory instructions by the sitting US 

President, Mr Trump urging his supporter to “march on the Capitol”.  Whatever people’s 

opinions of Donald Trump nobody foresaw this event a year ago.   

 

Predictions are often based with history as a reference but never in the history of mankind 

has the pace of change been so rapid.  In recent times we have seen Brexit, we have seen the 

election and subsequent fall of a reality TV star, we have seen the rise of nationalist political 

rhetoric, we have seen trade wars between the super-powers, and we have seen South 

Africa’s new dawn and then continued disappointment.  It would have taken a clairvoyant to 

accurately predict each one of these events in turn. 

 

The only thing that we are willing to predict is that many predictions already made this year 

will be wrong. 
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Does the power to predict benefit investors? 

 

The implications of the inability we inherently have when predicting the short-term future of 

the global economy and financial markets is demonstrated through the global movement 

from actively managed funds to passive ETFs.  The latest reports confirm the struggle active 

management are having in their attempts to outperform the market, especially after their 

fees are deducted from their performance.  Active management have an element of 

prediction in their business as their valuations of assets are often based on normalised 

earnings and forecasting an element of growth in those earnings. 

 

The SPIVA scorecard shows the S&P 500 outperformed 63% of active managers in the US 

over the Covid-19 market crash.  Active managers often claim their superiority in ability to 

provide downside protection during market crashes, this again was not the case in 2020, just 

as this was not the case in the Global Financial Crisis of 2008.   

 

In an interview legendary investor Jeremy Grantham was asked what he felt investors would 

learn from the Global Financial Crisis, to which he replied, “In the short term, a lot, in the 

medium term, a little, in the long term, nothing at all.  That would be the historical 

precedent.”  Grantham’s answer is on point because it anticipates the recency bias and the 

behavioural tendency to project the current situation into the future. 

 

What we will give you instead – Our Resolutions 

 

The futile nature of predictions has led Magwitch to avoid looking into our crystal ball to 

make predictions and instead, at the beginning of this year we make the following 

resolutions to you: 

 

• Empowering investors – We want to enable investors to take control of their 

financial futures.  We never settle for the status-quo, offering quality low-cost 

investment solutions across the risk spectrum.  We belief investors need regular, 

transparent reporting with concise commentary so that they can understand the 

benefits of the ETF investing structures. 

• Since structure matters, we resolve to maintain the discipline that proper 

diversification provides a balanced core for portfolio construction - We will not 

be surprised by 2021 equity markets being up 15%, down 15% or flat on the year!  If 

anything, the conditions for 2020 prove that rational thinking may make an investor 

skew away from risk and thus miss out on opportunities.  Our strategic approach to 

asset allocation remains core to our portfolios through a combination of diversified 

global equities and investment grade fixed income.  

• We remain advocates of ETF innovation and growth - We will continue growing 

with those who have embraced our enthusiasm for ETFs and lead the way with the 

latest ETF research.  At Magwitch we are always committed to matching the 

ambitions of our investor’s by striving to be the experts on global ETFs within South 

Africa.  
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• The power of choice - From stocks, commodities, bonds to property we believe 

investors deserve a choice.  We remain committed to offering research on a flexible 

array of ETF investment options to make it convenient to invest for the long term, to 

minimize risk, and match financial goals with personal beliefs. 

 

It is our belief that for your investment performance to match your investment objectives, all 

your decisions should be evidence based.  By evaluating your risk tolerance & willingness 

with the constraint of time, one’s optimal asset allocation can be established.  This is usually 

the easiest step to investing, staying the course in market volatility is where the true difficulty 

comes into the equation and self-control is required.  Attempts to time the market are 

typically fruitless.  Research has shown by sticking to your strategic asset allocations, you 

have the highest probability of reaching your investment objectives.  

 

An article by Jeff Stibel in the Harvard Business Review of 2009 probably summed it up best 

with “The future, like any complex problem, has far too many variables to be predicted.   

Quantitative models, historical models, even psychic models have all been tried — and have all 

failed.  Just imagine predicting something far simpler than the future of the stock market; say, 

chess.  There are an overwhelming 10 to the 120th power possible moves.  That’s a 1 followed 

by 120 zeros!  As James Hogan explains it in his book Mind Matters, that sum far exceeds the 

number of atoms in the universe.” 

 


