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In this edition:

•	 2014:	The	year	of	the	horse

•	 The	Rand	explained	in	three	charts

•	 ABIL	and	Adcock:	the	trade-off	between	risk	and	return

(n: immediate insight; receive knowledge by direct perception)
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In	 terms	 of	 the	 Chinese	 calendar,	
2014	 is	 the	 Year	 of	 the	 Horse.	 As	 has	
become	 traditional,	 our	 last	 seminar	
of	 the	year	delves	 into	the	outlook	for	
the	year	 ahead,	 and	with	 reference	 to	
the	 Chinese	 calendar,	we	 ask	whether	
the	 “horse”	 in	 question	 will	 be	 a	
thoroughbred	or	a	donkey?

In	 last	 month’s	 issue	 of	 Intuition,	 we	
wrote	 at	 length	 about	 the	 level	 of	

valuations	for	the	JSE	and	whether	they	were	sustainable.	We	
examine	 this	 topic	 in	more	detail	 in	our	 final	presentation.	
Investors	 are	 aware	 that	 valuations	 are	 high,	 and	 history	
suggests	 that	 valuations	 always	 correct	 to	 the	 historical	
norm.	There	is	nothing	to	suggest	that	this	time	will	be	any	
different.	 To	 add	 substance	 to	 this	 argument,	 it	 is	 worth	
studying	 the	 long	 term	 relationship	 between	 profits	 and	
share	prices.

Seasoned	investors	will	know	that	there	are	two	factors	that	
drive	share	prices	–	profits	and	ratings.	The	rating	portion	is	
reflected	by	the	PE	ratio.	But	it	is	the	growth	in	profits	and	
dividends	 that	 ultimately	 make	 companies	 more	 valuable	
and	which	in	turn	fuels	the	steady	rise	of	share	prices	over	
time.	This	is	borne	out	by	the	chart	below,	which	tracks	the	

growth	in	share	prices	and	the	growth	in	profits.	The	trends	
follow	each	other	closely.	However,	there	are	periods	when	
the	 two	 diverge,	 and	we	 appear	 to	 be	 in	 such	 a	 period	 at	
the	moment.	The	chart	seems	to	bear	out	our	thoughts	that	
share	prices	have	got	ahead	of	themselves.	In	isolation,	that	
might	be	 justification	enough	for	poor	returns	 in	2014.	But	
that	is	not	the	full	story.

We	argued	 last	month	 that	valuations	need	 to	 fall	 and	our	
view	has	not	changed.	However,	bear	in	mind	that	valuations	
can	change	for	two	reasons	–	either	share	prices	can	fall	or	
profits	 can	 rise.	Most	of	us	will	 agree	 that	our	economy	 is	
performing	poorly	at	present,	but	our	analysis	suggests	that	
2014	could	be	a	much	better	year,	for	the	following	reasons:

1.	 There	is	no	doubt	in	our	minds	that	the	global	economy	is	
showing	a	steady	recovery.	Over	the	course	of	this	year,	we	
have	highlighted	numerous	instances	of	an	improvement	
in	 the	US,	and	 recently	 that	enthusiasm	has	also	 spilled	
over	to	Europe.	That	is	not	to	say	that	Europe’s	economy	
is	firing	on	all	cylinders.	But	as	we	have	mentioned	before,	
the	world	has	come	to	expect	very	low	European	growth,	
and	the	rest	of	the	world	has	adapted	to	it.	A	recovery	in	
Europe	can	be	seen	as	“the	cream	on	the	top”	–	a	freebie	
given	that	expectations	were	so	low.

2.	 In	addition	to	the	US	and	Europe,	we	also	believe	that	China	
will	be	stronger	than	anticipated.	Long	overdue	reforms	
have	 been	 announced	 which	 will	 contribute	 towards	 a	
more	balanced	economy.	At	worst,	we	believe	that	China	
will	grow	at	a	similar	pace	to	that	which	 it	achieves	this	
year.	 With	 Japan	 also	 showing	 the	 most	 potential	 for	
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years,	 it	 implies	 that	all	 four	major	economic	 regions	of	
the	globe	will	show	decent	growth	 in	2014	–	something	
that	has	not	been	achieved	for	quite	some	time.

3.	 Our	 own	 economy	 has	 been	 hard	 hit	 by	 weakness	 in	
Europe,	 given	 that	 Europe	 is	 our	major	 trading	 partner.	
So	a	gradual	recovery	together	with	a	weaker	rand	should	
provide	a	most	welcome	boost	to	our	manufacturing	and	
export-orientated	industries.	

4.	 Together	with	a	gradual	acceleration	in	delivery	from	our	
own	government	 (this	may	be	hopeful,	but	 the	election	
year	may	galvanise	ministers	into	action),	the	above	factors	
all	point	to	a	recovery	in	our	economic	performance	next	
year.	We	have	been	saying	for	some	time	that	the	stock	
market	and	the	real	economy	have	become	disconnected.	
Next	year,	that	relationship	should	be	re-established.

In	 summary,	 we	 expect	 the	 rate	 of	 growth	 in	 profits	 for	
financial	and	industrial	shares	to	accelerate	in	2014.	Profits	
from	 mining	 shares	 will	 remain	 volatile,	 but	 a	 weaker	
currency	and	higher	global	growth	should	be	good	news	for	
commodity	prices.	So	we	are	hopeful	that	mining	shares	will	
contribute	to	profit	growth,	rather	than	subtract	from	I,t	as	
they	have	done	this	year.

Do	not	be	lulled	into	thinking	that	rising	profits	automatically	
implies	 rising	 shares	prices.	As	we	 said	at	 the	beginning	of	
this	 article,	 valuations	 are	 expensive.	 However,	 we	 believe	
that	2014	might	be	a	“Goldilocks	Year”	–	not	too	hot	and	not	
too	cold.	What	do	we	mean	by	that?	We	believe	that	rising	
profits	 will	 drive	 share	 prices	 higher,	 but	 only	 by	 a	 small	
amount,	 as	 some	of	 the	good	news	which	we	anticipate	 is	
already	reflected	 in	share	prices.	 If	profits	grow	at	a	 faster	
rate	 than	 share	 prices,	 then	 valuations	will	 decline.	 So	we	
believe	 that	 we	might	 achieve	 capital	 growth	 from	 shares	
of	between	7%-10%,	whilst	profits	grow	at	a	rate	of	almost	
20%.	This	will	reduce	valuations	and	the	consequent	risk	of	a	
sharp	correction	in	the	future.	

Moving	away	from	what	may	affect	profits	directly,	there	are	
a	number	of	other	important	events	that	 investors	need	to	
be	mindful	of	in	the	new	year.	In	no	particular	order,	they	are:

1.	 An	end	to	quantitative	easing	in	the	US.	We	are	convinced	
that	the	US	will	start	to	reduce	the	rate	at	which	it	prints	
money.	We	saw	markets	react	negatively	when	it	was	first	
suggested	in	May	this	year.	A	similar	reaction	cannot	be	
ruled	 out.	 Furthermore,	 the	 US	 government	 shut	 down	
in	October	due	to	a	fiscal	impasse.	That	conflict	was	not	
resolved,	 but	merely	 postponed	 to	 early	 2014.	Markets	

may	be	more	insensitive	to	this	 issue,	but	 it	still	has	the	
potential	 to	 impact	 on	markets	 if	 it	 is	 unresolved	 for	 a	
prolonged	period.

2.	 We	have	elections.	There	should	be	no	material	change	to	
the	status	quo,	but	pre-election	rhetoric	may	increase	the	
volatility	of	the	markets.

3.	 We	believe	interest	rates	will	remain	unchanged	next	year,	
but	the	Reserve	Bank	sounded	a	loud	warning	last	week	
that	they	might	act	if	the	Rand	were	to	weaken	more	than	
anticipated.	 So	 uncertainty	 has	 been	 introduced	 by	 the	
Reserve	Bank,	but	we	believe	that	they	will	try	and	keep	
rates	as	low	as	possible	for	as	long	as	possible,	to	give	our	
struggling	economy	every	possible	chance.

4.	 Government	 finances	 have	 been	 deteriorating	 and	 we	
cannot	 rule	 out	 a	 rise	 in	 taxes	 in	 the	 February	 Budget.	
Capital	 Gains	 Tax	 and	 Dividends	 Tax	 are	 two	 easy	
candidates	 that	 would	 not	 cause	 much	 anxiety	 for	 the	
ANC	and	Cosatu.	We	will	be	keeping	a	close	eye	on	any	
such	developments.

What	conclusions	can	we	draw	so	far?	Firstly,	we	expect	both	
the	global	and	South	African	economies	to	recover	next	year.	
That	should	be	good	for	profits,	but	valuations	can	still	fall.	
Expanding	 economies	 are	 normally	 good	 for	 shares	 –	 next	
year	should	be	no	different	–	but	we	have	already	experienced	
some	of	the	benefit.	Next	year,	investors	need	to	adjust	their	
expectations	downwards,	although	we	do	expect	shares	 to	
offer	better	returns	than	cash	or	money	market	accounts.	
As	an	aside,	it	is	interesting	to	note	that	on	the	whole,	South	
African	fund	managers	(all	the	big	firms	such	as	Allan	Gray,	
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Stanlib,	 Old	 Mutual	 etc)	 have	 never	 before	 had	 as	 low	 a	
percentage	of	their	money	invested	in	South	African	shares	as	
they	have	today.	All	the	big	firms	have	taken	as	much	money	
as	they	are	allowed	out	of	the	country,	but	those	limits	have	
now	been	reached.	Simultaneously,	cash	balances	have	also	
accumulated.	At	 some	point,	money	will	move	out	of	 cash	
and	back	 into	shares,	which	would	provide	a	huge	tailwind	
for	the	local	market.	

The	outlook	for	listed	property	deserves	a	special	comment.	
As	clients	will	know,	listed	property	has	performed	well	for	
many	years,	to	the	extent	that	over	a	period	of	ten	years,	it	
has	even	outperformed	other	classes	of	shares.	In	May,	when	
the	US	first	announced	its	decision	to	change	policy	on	QE,	
the	Rand	weakened,	local	government	bond	yields	weakened	
and	 so	 did	 the	 share	 prices	 of	 listed	 property	 companies.	
There	has	been	a	recovery	since,	but	the	fact	remains	that	
listed	 property	 is	 vulnerable	 to	 changing	 global	 sentiment	
around	quantitative	easing.	The	chart	below	shows	the	tight	
correlation	 between	 bond	 yields	 and	 listed	 property.	 Any	
weakness	in	one	translates	into	weakness	in	the	other.	

Importantly,	we	remain	convinced	of	the	income	generating	
potential	for	listed	property.	We	see	no	reason	for	the	rate	
of	 growth	 in	 income	distributions	 to	 slow,	 so	 those	 clients	
reliant	 on	 income	 from	 their	 portfolios	 have	 little	 to	 fear.	
However,	 share	 prices	 may	 decline,	 but	 these	 should	 be	
viewed	as	part	of	the	natural	cycle.	They	do	not	 impact	on	
the	ability	of	each	portfolio	to	generate	income.	For	our	part,	
where	there	 is	 flexibility	 to	 reduce	property	exposure	with	
reference	to	 income	requirements,	we	may	well	do	so,	but	
this	 is	 really	 just	 a	 short	 term	 response.	Over	 a	 few	years,	
listed	 property	 remains	 one	 of	 the	 best	 investments	 for	
secure,	inflation	beating	income.	

Please	note	that	the	presentation	is	available	on	our	website	
for	those	who	are	interested.	

The	Rand	is	always	an	emotive	issue	and	
a	key	economic	variable	that	 is	almost	
impossible	 to	 forecast	 accurately.	
Often	 it	appears	 to	have	a	mind	of	 its	
own,	which	is	not	surprising	given	that	
the	Rand	is	one	of	the	most	liquid	and	
frequently	 traded	 currencies	 in	 the	
world.	Nonetheless,	 as	we	 look	 ahead	
to	next	year	and	debate	what	might	lie	
in	store	for	investors,	the	rand	is	a	key	
variable	 that	will	have	an	 influence	on	
returns.

This	article	 focuses	on	three	charts	 that	neatly	sum	up	the	
various	forces	at	play.	The	first	chart	is	the	trade	balance	–	
the	difference	between	our	exports	and	imports.	At	the	end	

of	last	year,	we	were	lamenting	the	poor	trade	performance	
and	 its	 impact	on	the	currency.	Yet	that	was	 just	the	tip	of	
the	iceberg.	For	the	ten	months	to	date,	the	trade	balance	is	
R40	billion	weaker	than	for	the	same	nine	months	last	year.	
Exports	have	been	dismal,	 thanks	 to	ongoing	strikes	 in	key	
export-orientated	industries	such	as	car	manufacturing	and	
mining.	On	 the	other	 hand,	 imports	 have	 remained	 robust	
as	we	continue	to	import	machinery	for	power	stations	and	
new	 locomotives,	 to	 name	 just	 a	 few	 high	 profile	 areas.	
Looking	ahead,	the	trade	balance	should	improve.	European	
growth	is	recovering,	the	Rand	is	weaker	which	enhances	our	
competitiveness	and	thanks	to	multi-year	wage	settlements,	
strikes	should	not	have	the	same	impact	in	2014.

The	second	chart	shows	the	amount	of	money	that	foreigners	
have	invested	in	our	financial	markets.	 In	May,	there	was	a	
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brief	exit	as	investors	braced	for	a	reduction	in	QE	from	the	
US.	However,	that	initial	reaction	quickly	faded.	In	fact,	since	
May,	 foreigners	 have	 remained	 net	 investors.	 That	 means	
that	since	the	height	of	the	Financial	Crisis,	global	 investors	
have	invested	R380	billion	in	our	markets.	Interestingly,	the	
trend	 has	 recently	 showed	 the	 first	 signs	 of	 reversal	 -	 R25	
billion	 has	 been	 withdrawn	 since	 the	 start	 of	 November.	
Yet	a	 staggering	amount	of	money	still	 remains	 invested	 in	
our	country,	and	as	the	chart	shows,	the	majority	has	been	
invested	in	government	bonds.	But	as	we	have	commented	
before,	government’s	fiscal	position	is	weakening.	Borrowing	
is	 rising,	 and	 tax	 collection	 is	 slow	 thanks	 to	 the	 weak	
economy.	If	the	US	does	reduce	the	level	of	QE	and	foreign	
investors	decide	to	seek	sanctuary	in	safer	markets,	then	the	
Rand	is	very	vulnerable.

The	 final	 chart	 shows	 the	 Current	 Account	 –	 this	 is	 the	
combination	 of	 movements	 in	 the	 trade	 balance	 and	
movements	in	the	financial	account.	The	weak	trend	is	clearly	
evident.	One	of	the	main	reasons	 is	the	amount	of	 interest	
and	 dividends	 being	 paid	 to	 foreigners.	 Higher	 payments	
are	a	direct	consequence	of	the	large	inflows	of	investment.	
Foreigners	are	entitled	to	earn	interest	and	dividends	on	their	
investments.	 But	 the	quantum	of	 these	payments	 is	 rising,	
and	 they	 create	 a	 drag	 on	 the	 current	 account	 for	 future	
years.

Taken	 together,	what	 do	 these	mean	 for	 the	 Rand?	 In	 our	
opinion:
1.	 After	 two	 weak	 years	 of	 exports,	 we	 believe	 that	 the	

trade	 balance	 will	 improve	 in	 2014,	 due	 to	 the	 factors	
mentioned	earlier.	 It	might	well	 still	 be	 a	deficit	 for	 the	
year	as	a	whole,	but	it	should	be	significantly	smaller.	That	
should	be	supportive	for	the	Rand.

2.	 The	main	 risk	 lies	with	 foreign	 investors.	With	 so	much	
money	 invested	 here,	 any	 change	 of	 heart	 -	 perhaps	
sparked	by	a	change	in	US	policy	or	a	weak	National	Budget	
in	 February	 -	 could	 see	 a	 sudden	 exodus	 which	 could	
weaken	the	Rand	sharply.	Added	to	this,	the	quantum	of	
dividends	and	interest	that	will	be	paid	to	foreign	investors	
will	continue	to	weigh	on	the	Rand.

The	currency	has	weakened	sharply	this	year	–	the	average	is	
approximately	R9.50/$	versus	an	average	for	2012	of	R8.21/$.	
Normally	periods	of	sharp	weakness	are	followed	by	periods	
of	strength	as	the	Rand	recovers	its	mojo.	On	this	occasion,	
we	are	not	 convinced	 that	 that	will	 be	 the	 case.	 The	Rand	
might	well	be	weaker	for	longer,	until	there	is	a	meaningful	
acceleration	in	our	economic	growth.	
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All	 too	 often,	we	 as	 investors,	 tend	 to	
focus	 on	 the	 return	 available	 from	 an	
investment	 or	 share,	 forgetting	 that	
there	 is	 another,	 equally	 important,	
factor	 to	 take	 into	 consideration	 –	
namely	risk.	It	is	with	this	in	mind	that	
we	have	made	some	changes	 to	client	
portfolios	recently.	Clients	will	note	that	
we	have	sold	shares	in	ABIL	and	Adcock	
Ingram.

african Bank

We	wrote	about	ABIL	and	its	woes	in	the	September	issue	of	
Intuition,	and	concluded	that	the	appropriate	course	of	future	
action	 would	 be	 dependent	 of	 each	 investor’s	 investment	
goals.	Since	then,	much	has	happened:

1.	 The	 company	 released	 its	 results	 for	 the	 year	 ended	
September	 2013.	 As	 expected,	 they	 did	 not	 make	 for	
pleasant	 reading,	 yet	 some	 of	 the	 detail	 seemed	 to	 be	
better	than	the	market	was	expecting.	Nonetheless,	the	
percentage	of	 loans	written	off	 as	bad	debts	 continued	
to	rise,	and	conditions	attached	to	new	loans	continue	to	
get	more	stringent,	which	must	 impact	on	 their	 rate	on	
growth	over	the	next	few	years.

2.	 Simultaneously,	 the	 company	 finally	 announced	 terms	
of	 its	rights	 issue	–	which	was	first	mooted	back	in	May	
when	the	trouble	began.	The	market	was	expecting	them	
to	raise	approximately	R4	billion	in	fresh	capital,	but	they	
have	announced	that	they	will	 in	 fact	seek	to	raise	R5.5	
billion.	We	were	expecting	a	price	for	the	rights	issue	of	
between	R11-R13	per	share.	The	company	was	forced	to	
price	it	at	R8	a	share	to	ensure	that	investors	did	indeed	
follow	 their	 rights.	 This	will	 result	 in	 a	near	doubling	of	
the	number	of	shares	in	issue	for	the	company,	which	will	
impact	on	returns	for	years	to	come.	

3.	 The	 consumer	 environment	 remains	 as	 tough	 as	 ever.	
In	 the	past	 few	days,	Truworths	and	Foschini	have	both	
released	trading	updates	and/or	results.	Both	were	weak,	
due	primarily	to	weak	credit	sales	and	rising	bad	debts.	In	
other	words,	 consumers	 continue	 to	 feel	 the	pinch	 and	
affordability	is	not	improving,	despite	record	low	interest	
rates.

To	our	surprise,	the	ABIL	share	price	rallied	on	this	news	–	from	
R14	per	share	to	above	R16	per	share.	Existing	shareholders	
were	caught	between	a	rock	and	a	hard	place:	the	only	way	to	
try	and	preserve	some	value	in	the	investment	was	to	follow	
the	rights	and	increase	your	position,	yet	in	our	opinion,	the	
environment	 is	 still	deteriorating.	“Normal”	profits	 for	ABIL	
might	still	be	some	years	away.

In	 our	 opinion,	 the	 potential	 reward	 from	 following	 the	
rights	 did	 not	 outweigh	 the	 fact	 that	 shareholders	 had	 to	
inject	a	significant	amount	of	additional	capital	before	 that	
potential	 had	 even	 a	 hope	 of	 being	 realised.	 Furthermore,	
our	 assessment	 of	 the	 microlending	 environment	 is	 that	
it	 remains	 tough,	 and	 following	 the	mining	 strikes	 and	 the	
shadow	it	has	cast	on	undesirable	practices,	we	believe	that	
additional	 regulation	 will	 be	 forthcoming	 that	 will	 impact	
on	 future	growth.	Finally,	having	 raised	so	much	additional	
capital,	we	believe	 it	will	 be	 some	time	before	ABIL	 is	 in	 a	
position	to	resume	dividend	payments	to	investors.	For	these	
reasons,	we	have	taken	the	decision	to	sell	all	clients’	holdings	
and	to	look	for	greener	pastures	elsewhere.

aBil and adcock: THE TradE-off BETwEEn risk and rETurn

An African Bank branch in South Africa.

Michael Porter
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Adcock Ingram

Adcock	 is	 one	 of	 only	 two	 remaining	 pharmaceutical	
companies	 listed	 on	 the	 JSE.	 The	 third,	 Cipla	Medpro,	was	
delisted	a	few	months	ago	after	being	acquired	by	its	Indian	
parent.	Adcock	has	a	long	heritage	in	the	South	African	market,	
with	a	strong	suite	of	consumer	brands	that	will	be	familiar	
to	many	clients.	However,	the	business	suffered	a	period	of	
under-investment	when	 it	was	 still	 part	 of	 the	wider	 Tiger	
Brands	Group.	 Its	manufacturing	 facilities	 fell	behind	world	
class	standards,	which	impacted	on	its	efficiencies	and	ability	
to	 produce	 medicines	 for	 selected	 markets.	 Consequently,	
Adcock	has	been	undergoing	a	period	of	strong	 investment	
that	has	impacted	on	its	cash	returns.	That	investment	is	now	
behind	them,	and	they	are	poised	to	 improve	volumes	and	
exports,	both	of	which	should	have	a	marked	positive	impact	
on	their	profitability.

That	said,	 it	has	not	been	smooth	sailing	over	the	past	two	
years.	 First,	 the	Medicines	 Control	 Council	 outlawed	 some	
key	 ingredients	 (based	 on	 US	 precedent)	 at	 the	 core	 of	
some	 of	 Adcock’s	 best-selling	 painkillers.	 Soon	 thereafter,	
the	company	lost	market	share	in	Government’s	HIV	tender,	
which	put	pressure	on	volumes	and	margins.		Management	
has	 taken	 action,	 and	 as	 mentioned	 above,	 a	 recovery	 in	
some	areas	is	already	evident.	We	bought	into	this	recovery,	
believing	that	 the	shares	were	cheap	and	had	yet	 to	 factor	
in	the	expected	improvement	from	the	years	of	investment.

Unfortunately,	the	operating	environment	was	tough,	and	it	
has	remained	so.	Adcock	is	sensitive	to	the	Rand	given	that	

many	active	ingredients	are	sourced	internationally.	Locally,	
consumer	spending	is	under	pressure,	which	has	an	impact	
on	the	sales	of	over-the-counter	medicines	–	a	stronghold	for	
Adcock.	Whilst	the	potential	remained,	that	did	not	mitigate	
from	 the	 tough	 environment	 at	 present.	 Earlier	 this	 year,	
salvation	arrived	in	the	form	of	Bidvest.	It	made	a	cheeky	bid	
for	Adcock	at	R65	per	share,	for	exactly	the	reasons	that	we	
had	identified.	That	set	the	cat	amongst	the	pigeons.	A	few	
other	 bids	 emerged,	 the	most	 credible	 of	which	was	 from	
CFR	Pharmaceuticals	–	a	family	controlled	firm	based	in	Chile.	
Management	put	 its	 support	behind	 the	CFR	bid,	believing	
that	 another	 industry	 specialist	 where	 synergies	 could	 be	
extracted	was	preferable	to	the	offer	from	Bidvest.

The	bid	was	proceeding	smoothly,	until	a	few	days	ago,	when	
the	 PIC	 (the	 investor	 behind	 the	 Government	 Employees	
Pension	Fund)	stated	that	they	would	not	support	the	offer	
from	CFR.	That	might	seem	irrelevant	except	that	the	PIC	is	
the	largest	shareholder	in	Adcock,	holding	14%	of	he	shares.	
It	 is	 not	 sufficient	 to	 block	 the	 bid	 completely,	 but	 it	 does	
make	the	success	of	the	bid	far	from	certain.	

Where	does	this	leave	investors?	There	is	still	a	chance	that	
the	 bid	 could	 succeed,	 but	 the	 risk	 has	 risen.	 In	 that	 case,	
shareholders	could	expect	to	receive	approximately	R75	per	
share,	in	a	combination	of	cash	and	new	shares	in	CFR,	which	
would	then	be	listed	on	the	JSE.	If	the	bid	fails,	then	owing	to	
weak	trading	conditions	and	the	weak	rand,	the	share	price	
would	fall	sharply	–	we	estimate	by	possibly	as	much	as	30%.	
At	 this	 stage,	 it	 is	 impossible	 to	 know	which	 outcome	will	
materialise.	But	the	point	 is	that	the	risk	of	holding	Adcock	
has	risen	sharply.	Consequently,	we	took	the	decision	to	sell	
all	 our	 clients’	 shares	 in	 Adcock.	We	might	 have	 left	 some	
easy	money	on	the	table,	but	we	have	also	prevented	some	
potentially	nasty	losses.	In	our	opinion,	the	risk/reward	ratio	
had	changed	for	the	worse.

Panado: a leading Accock Ingram brand.
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I N T U I T I O N
Market Insight from the Harvard House Group

Disclaimer:
The	 information	 contained	 in	 this	 newsletter	 comes	 from	 sources	 believed	 to	 be	 reliable,	 but	 Harvard	 House	 Investment	 Management	 (Pty)	 Ltd	 ,	
Harvard	House	Financial	Services	Trust,	and	Harvard	House,	Chartered	Accountants	(collectively	known	as	the	Harvard	House	Group),	do	not	warrant	
its	completeness	or	accuracy.	 	Opinions,	estimates	and	assumptions	constitute	our	judgment	as	of	the	date	hereof	and	are	subject	to	change	without	
notice.	 	 Past	performance	 is	not	 indicative	of	 future	 results.	 	 This	material	 is	not	 intended	as	an	offer	or	 solicitation	 for	 the	purchase	or	 sale	of	 any	
financial	instrument.	Any	investor	who	wishes	to	invest	with	the	Company	should	seek	additional	advice	from	an	authorized	representative	of	the	firm.	
The	Company	accepts	no	liability	whatsoever	for	any	loss	or	damages	whatsoever	and	howsoever	incurred,	or	suffered,	resulting,	or	arising,	from	the	use	
of	this	newsletter.	The	contents	of	this	newsletter	does	not	constitute	advice	as	contemplated	in	the	Financial	Advisory	and	Intermediary	Services	Act	
(FAIS)	of	2002.
	
The	Harvard	House	unit	trusts	are	registered	under	the	Metropolitan	Collective	Investments	Schemes	license.		Custodian:	Standard	Executors	&	Trustees:		
Tel	(021)	401-2286.		Collective	Investments	are	generally	medium	to	long	term	investments.	The	value	of	participating	interests	may	go	down	as	well	as	up	
and	past	performance	is	not	necessarily	a	guide	to	the	future.	Collective	Investments	are	traded	at	ruling	prices	and	can	engage	in	script	lending.		Forward	
pricing	is	used.	Commission	and	incentives	may	be	paid	and	if	so,	are	included	in	the	overall	cost.		This	fund	may	be	closed	to	new	investors.		Collective	
Investment		prices	are	calculated	on	a	Net	Asset	Value	basis	and	auditor’s	fees,	bank	charges,	trustee	and	RSC	levies	are	levied	against	the	portfolio.	The	
portfolio	manager	may	borrow	up	to	10%	of	portfolio	NAV	to	bridge	insufficient	liquidity.			Metropolitan	Collective	Investments	is	a	member	of	the	ACI	and	
is	an	authorised	Financial	Services	Provider.		Should	you	have	any	further	queries	or	complaints	regarding	the	suite	of	units	trusts	offered	by	The	Harvard	
House	Group	please	contact:		Metropolitan	Collective	Investments	Ltd	Call	Centre,	Tel:		0860	100	279,	Fax:		(021)	940	5885,	PO	Box	925	Bellville,	7535	Email:		
metunit@metropolitan.co.za.		If	your	complaint	has	not	been	resolved	to	your	satisfaction,	kindly	contact	our	Complaints	Resolution	Committee,	Tel:		(021)	
940	5880,	Fax:		(021)	940	6205,	Email:		emoruck@metropolitan.co.za.		For	your	information,	the	FAIS	ombudsman	provides	an	independent	and	objective	
advisory	service.		Should	you	not	be	satisfied	with	the	outcome	of	a	complaint	handled	by	Metropolitan,	please	write	to,	The	Ombudsman,	PO	Box	74571,	
Lynnwoodridge,	0040.		Telephone	(012)	470	9080/99.		Fax	(012)	348	3447.		Email:		info@faisombud.co.za
	
Harvard	House	Investment	Management	(Pty)	Ltd*,	Licence	no:	675		
Harvard	House	Financial	Services	Trust*,	Licence	no:	7758
Harvard	House	Insurance	Brokers*,	License	no.		44138
Harvard	House,	Chartered	Accountants
*	Authorised	financial	service	providers	in	terms	of	FAIS	(2002)

For	more	information	on	the	range	of	products	and	services	offered	by	Harvard	House	Investment	Management	and	its	
associated	companies	(including	Harvard	House,	Chartered	Accountants),	or	for	any	financial	advice,	please	contact	the	
Company	at:
Harvard	House	 	 	 	 	 	 (	 	 +27	(0)	33	330	2164
G					3	Harvard	Street,	Howick,	3290,	South	Africa	 	 7	 	 +27	(0)	33	330	2617	 	 	
+ P.O.	Box	235,	Howick,	3290,	South	Africa	 	 	 @	 	 admin@hhgroup.co.za
	 	 	 	 	 	 	 	 www	 	 www.hhgroup.co.za	 	

A	conventional	approach	to	retirement	investing	will	always	favour	a	defensive,	low	risk	portfolio	on	the	basis	that	“you	
cannot	afford	to	lose	your	capital.”	But	this	approach	ignores	inflation	–	which	in	our	opinion	is	the	biggest	threat	to	a	
financially	secure	retirement.	This	presentation	tackles	the	debate	of	what	is	an	appropriate	investment	strategy	for	your	
retirement.	

Please	 RSVP	 to	 Annalie	 Robins	 on	 033	 3302164	 or	
annalier@hhgroup.co.za.	Space	is	limited,	especially	
in	 Natal,	 so	 please	 book	 to	 avoid	 disappointment.	
Equally,	 if	 you	 have	 booked	 and	 are	 subsequently	
unable	to	attend,	please	let	Annalie	know	so	that	we	
can	offer	that	seat	to	someone	else.	There	will	be	no	
Johannesburg	presentation	in	January.
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natal midlands Johannesburg
Topic: Equities	for	retirement:	essential	or	foolish?
Date: 28th	January	2014 n/a	
Venue: Fernhill	Hotel

Midmar	/	Tweedie	Road
(almost	opp	entrance	to	

Midmar)

n/a

Time: 5.30pm	for	6pm n/a


