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By now the news of the latest Cabinet Reshuffle by President Jacob Zuma has been 
digested and 31 March 2017 may go down in history as South Africa’s Black Friday. 
As we have learnt in the past, changes to the South African Finance Ministry creates 
pandemonium in the short-term. This is especially true if the incumbent does not 
have a strong reputation and there is a lack of confidence in the individual. An added 
dimension to this is the dark cloud of a credit downgrade from the Ratings Agencies that 
continues to hang over us.

Whilst we are cognisant of the impact that political instability has on investment 
markets in the short-term, we are in the business of medium to long term investing. To 

this extent we have weathered both local and international events such as Nenegate in December 2015 and 
Brexit in June 2016. We, as investors, need to keep calm as these storms do pass. History has proven this time 
and again.

So yes, the rand will now fluctuate – already during this week, we have seen it move from R12-30 on Monday, 
27 March 2017 (the best level that it reached since Nenegate) to R13-50 against the US Dollar on Friday, 31 
March 2017. Incidentally, the buzz question of late from a lot of clients and investment professionals has 
been on the outlook of the Rand and very few economists and investment professionals have committed to 
a concrete view of late. One who has is Clyde Rossouw, Co-Head of Quality at Investec Asset Management. 
Clyde is a highly experienced and reputable fund manager and he pegs the fair trading value of the Rand 
at approximately R14 to the US Dollar. If he is right, the Rand may still be cheap and so there may be an 
opportunity to create some wealth in the longer term by moving some assets offshore.
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Right now, in our NMG Solutions, we have a large offshore exposure and we will continue to monitor and 
make changes as we always have.

The JSE All Share Index (ALSI) will also move up and down after every breaking news bulletin, of which, most 
are contradictory. The ALSI saw a fairly stable week, mostly trading at just over 52 000 points with a few 
wobbles along the way as can be expected.

This short-term volatility, be it on the currency or stock exchange indicators, actually creates opportunities 
from an investment perspective and if it plays out for a few weeks, reputable fund managers may use this to 
their advantage which will ultimately benefit the client. If the rand blows out, they may sell-off some of their 
existing offshore holdings in the fund to lock in some gains whilst then buying local shares and property that 
may look attractive as it may be trading at a discount to its fair value. Or they may just wait and do nothing as 
the chaos may be short-lived and life may return to normal (once again) after a few days.

The latest cabinet reshuffle is not one that all political parties (including those within the African National 
Congress), business, unions, and the general public are happy with, to say the least. Internationally, the 
untimely recall of the former Finance Minister from his Investment Roadshow in the United Kingdom also did 
not sit well with global investors.

In short, the story is not over and there is going to be more action in the days and weeks to come. Unfortunately, 
the outcome is a huge unknown and we will have to be patient, keep a cool head and most importantly, not 
panic! We structure our client’s investment portfolios with purpose, taking into account intended durations 
and outcomes. Making a rash and emotional decision may not be the smartest move right now as you may just 
lock-in a short-term paper loss. The fund managers however, are professionals when it comes to investments 
and have the expert capabilities to make the right calls.
 
In the meantime, we need to ride out that old Chinese Curse… “May you live in Interesting Times.”

Please feel free to contact us if you would like to discuss how the Cabinet Reshuffle effects you.
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