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Last month we commented briefly 
on the subtle shift in the mood 
in the country, and the strong 
performance of some sectors of 
the JSe that have been spurned 
by investors for years. The 
announcement last week that both 
moody’s and Fitch had cut South 
Africa’s external credit rating 
further served as a timely reminder 
of the challenges that lie ahead for 

the country. It is certainly not all a bed of roses here. 
but there is a growing consensus that the tide may be 
about to turn – due to a combination of both domestic 
and foreign factors. This article will discuss whether this 
new-found optimism is warranted. 

Let me start with the global backdrop. It is said that a 
week is a long time in politics, and the US election, which 
was so nail-biting for 2-3 days, seems now to be a distant 
memory. Whilst the result is still not 100% confirmed, we 
see very little chance of the outcome being reversed, 

The old saying goes that the only 
two certain things in life are death 
and taxes. However, we could 
probably add a third to that, namely 
change. change is constant – 
its only the pace of change that 
varies. Having survived one of 
the most unpredictable years in 
living memory, everyone has been 
forced to change – whether it is 
wearing a mask, interacting with 
friends, or finally getting to grips 
with internet shopping. 

change is happening at Harvard House as well. If you 
look at the top right corner of the front cover of this issue, 
you will note that Intuition is 17 years old. The first issue 
was published in may 2004, and it has been published 
every month thereafter – a total of 200 issues. Over that 
period, the world has changed significantly, and its time 
for Intuition to do the same. 

From the start of next year – the January edition – we 
will implement the following changes:
1. Intuition will move to a weekly publication, distributed 

at the end of every week. 
2. It will be shorter and cover a specific topic, rather 

than having lots of topics rolled into one. 
3. It will be distributed by email only. It is not practical to 

have it printed, given the shorter time frames. 

We trust that the changes will make Intuition more 
relevant, more up-to-date, and easier to digest. In 
addition, the weekly newsletter will be supplemented 
with short video interviews and presentations.

We are excited about the changes, and look forward to 
delivering another year of investment insight to you. If 
you have previously received Intuition in printed format, 
please ensure that we have your email address to 
ensure uninterrupted delivery. 

FrOm 
The edITOr

The
Editor

From humble beginnings, Intuition has been published every 
month for nearly seventeen years.

Is The TIde 
FINally TUrNINg FOr sa?

Michael
Porter
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and hence look forward to a biden presidency for the 
next four years. The election result has ushered in fresh 
hope for the global economy in 2021/22, driven by a few 
key factors:

1. more rational perspective on global trade. Whilst 
some of the trade tensions ushered in during the 
Trump Presidency will remain, it is expected that 
biden will bring a more rational perspective to the 
debate with both china and europe, which will be 
beneficial for global growth. Corporates will be under 
less pressure to invest in the US, and more able to 
invest elsewhere, turning the tide on currency flows 
which have long favoured the Dollar for the last few 
years. This is expected to result in a weaker US 
Dollar as the “flight to safety” diminishes. 

2. Improving outlook for global growth. Notwithstanding 
the second wave of covid sweeping through both 
the US and europe, and the resultant impact on 
near term economic activity, the recent vaccine 
developments are expected to be rolled out over 
the course of H1 2021, thereby improving growth 
expectations. earlier this year we highlighted the 
dramatic change in growth expectations for the 
World’s major economies. That has been updated 
in the table below. A few points are worth noting. 
Firstly, the contraction in GDP is expected to be less 
severe this year than initially feared, even taking into 
account the current second wave. Secondly, given 
a less severe outcome in 2020, one would have 
assumed that growth in 2021 would be subdued, 
for statistical reasons alone. but forecasts remain 
robust. 

3. The bullish outlook for global growth bodes well for 
commodity prices. 

4. With the election out of the way, the US is expected 
to release further stimulus in the new year, especially 
given the current second wave. europe and the UK 
are likely to also follow suit. The net result is that 
interest rates in developed markets should stay low / 

close to zero for an extended period of time. 

Turning our attention to South Africa, there is no doubt 
that SA is facing a crisis of confidence, from both the 
consumer and business. This is clearly reflected in 
the charts below, which show confidence levels near 
record lows, albeit that there has been a small bounce 
recently. The lack of confidence is further supported 
by record cash holdings – again both by business and 
households. High cash balances indicate uncertainty 
about the future, with all entities seeking the safety of 
cash to protect against unexpected developments.

It goes without saying that a turn in confidence 
is predicated on local reforms gathering 
momentum. In this regard, there has been 
a noticeable acceleration in momentum in 
the last 6 weeks, but we would be the first 
to acknowledge that its very early days. The 
items listed below are key reforms that, should 
they materialise as expected, would signal a 
decisive change in direction for SA.

1. The procurement of 11,800mW of 
emergency energy to reduce the risk of load 
shedding. This coincides with the release of 
the fifth Independent Power Producer (IPP) 

window for more renewable power – some of which 
will start to be constructed in late 2021. 

2. The auction of new cellphone spectrum, expected 
to be completed by the end of march 2021. This 
will unleash a wave of investment into cellular 
infrastructure, and simultaneously bring down data 
costs.

Forecasts for 2020 Forecasts for 2021

country 01 Apr 01 Jun current 01 Apr 01 Jun current

Global -2.9 -4.8 -4.0 5.0 5.4 5.0
Usa -5.3 -7.7 -3.6 4.5 3.7 4.0
UK -3.7 -8.0 -11.2 4.1 7.2 6.2
europe -3.4 -7.1 -7.3 4.7 6.7 4.7
China 1.1 1.3 2.0 9.2 8.5 8.6
sa -7.0 -7.0 -6.8 5.1 3.5 3.9
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Both business and consumer confidence are near record 
lows, an indication of just how much work is still required by 
Government to regain the public’s trust.
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3. The medium-term budget outlined an aggressive 
stance on the public sector wage bill. We don’t 
believe that all the goals will be achieved – its 
probably a bridge too far – but even partial success 
will start to move the needle in the right direction. 

4. Other critical components of the recovery plan, such 
as relaxing visa requirements, and reducing the 
turnaround times for mining, water and environmental 
licenses.

5. Progress on land reform now that S25 of the 
Constitution has been confirmed and clarified.

6. Finally, further progress on holding those guilty of 
corruption to account.

Added to the above reforms, the global environment, as 
described above, is turning much more supportive for 
emerging markets as a whole, including SA. The first 
point is a weaker US Dollar, which in itself can lead to a 
number of outcomes, including:

1. Stronger commodity prices, given that almost all 
commodities are priced in US Dollars. 

2. Stronger emerging market currencies. The rand 
has already recovered much of the covid-induced 
weakness, despite the rather unfavourable 
circumstances. There is room for it to recover further 
should momentum swing in favour of emerging 
markets. 

3. The above point is allied to a return to the “hunt 
for yield” that prevailed after the Financial Crisis. 
As mentioned above, interest rates are expected 
to remain near zero for an extended period, which 
makes yields on offer in emerging markets very 
attractive, especially if one expects stable (or 
appreciating exchange rates.) Having suffered an 
outflow of R80 billion by foreigners from the local 
bond market to the end of October, November so 
far has recorded an inflow of R14 billion. The table 
below shows the difference in bond yields between 
the US and various other countries. emerging 
markets, especially SA, stand out. 

The most visible benefit of a stronger currency is in our 
own inflation rate. Despite the volatility this year, inflation 
has remained extremely contained and well within the 
SArb’s guidelines. Despite the recent rise in food 
inflation, we expect headline inflation to remain subdued, 
partly because of a stable currency, and therefore for 
our own interest rates to remain stable. Our prime rate 
is at the lowest level in more than 30 years. Lower rates 
have contributed to a significant uptick in the residential 
property market, the home improvement market, and 
the used vehicle market. This tailwind should continue 
into 2021. 

Finally, this time last year, we outlined the case for an 
investment-led recovery. We had experienced two 
quarters of positive fixed investment growth, and there 
was much more to come. Covid firmly derailed that 
strategy for 2020, but we see evidence for a resumption 
of that recovery in 2021. After years of waiting, there 
are finally some green shoots – tenders awarded for 
major roads contracts on the N2 and N3, large scale 
housing developments, the 5th IPP window with the 
rollout of new renewable power. These are just some 
examples of sectors which are gathering momentum 
as we speak. This is supported by our interactions with 
company management, who confirm that “conditions on 
the ground” are better than what the headlines suggest. 

In summary, we do not underestimate the challenges 
that lie ahead. They are numerous, and vested interests 
will resist at every available opportunity. but a high level 
of scepticism about the future of SA is already evident in 
local valuations, so the bar is set at a very low level. For 
the first time in quite some years, the global environment 
is turning more supportive. If we can continue with our 
own reforms, then local investments will look far more 
appealing. 

The next section of this issue showcases four 
companies that we feel are well placed to benefit from 
an improvement in SA, but which also have the ability to 
weather the storm should conditions remain depressed. 

difference relative to equivalent Us yields

country 1 Year 10 years 30 years

France -0.70% -1.20% -1.22%
Germany -0.75% -1.43% -1.72%
Spain -0.66% -0.79% -0.67%
UK -0.12% -0.53% -0.65%

brazil 2.92% 7.32% N/a
SA 3.97% 8.02% 9.46%
Turkey 14.47% 11.02% 8.05%
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Afrimat listed in late 2006 during the 
listing and construction bubble that 
followed South Africa’s successful 
bid to host the 2010 FIFA World 
cup. Thirteen years later, it is one 
of the few that is still standing. In 
fact, it is stronger than ever. 

We have followed Afrimat for 
many years, charting their growth 
away from a simple quarrying 
and construction operation into 
a diversified operation spanning 

three separate, but inter-related pillars – namely, 
construction materials, industrial minerals, and bulk 
commodities. To the casual eye, these might seem 
completely unrelated businesses, but they have a 
common thread – they are all extracted through open-
cast mining – and Afrimat considers itself an expert in 
smaller scale open cast operations. 

The investment case for the company is based on a few 
core strengths:

1. The company has a long history of successfully 
diversifying into adjacent or new products to ensure 
its survival and growth. clients will be familiar with 
the woes that have faced the construction industry 
over the past 10 years. A business reliant solely 
on aggregates and concrete products would have 
floundered along with the rest. But they have made 
timely acquisitions to diversify, without losing their 
focus or competency. 

2. That said, a strategy of growth via acquisition can be 
extremely risky. All too often, egos overrule common 
sense. The result is paying too much for an asset 
that never lives up to its potential, and shareholders 
end up paying the price. Fortunately, Afrimat’s 
management team have passed this test with flying 
colours. Not only has their acquisition strategy 
resulted in material earnings growth, but each and 
every acquisition has delivered on its potential. We 
attribute this to their stringent and rigorous process of 
“kicking the tyres”, never basing their decision solely 
on spreadsheet calculations, and their unwavering 
financial discipline. They pay for acquisitions with 
cash and debt (not the issue of new shares), and 
aim to repay that debt within 3-4 years. To date, they 
have never missed that hurdle. 

3. They have a diverse client base spanning multiple 
sectors of the economy – from the construction 
industry (through aggregates, bricks and concrete 
products) to the steel industry (iron ore mining) and 
everything in-between. Industrials minerals – such 
as lime, dolomite and silica – are used in a wide 
variety of industries – from glass and chemicals to 
water treatment, agriculture, and fire retardants. 
That diversity has paid off – they have been able to 
weather the vagaries of the economic cycle better 
than others. 

4. Financially, the company is in excellent shape. Over 
the past 12 months, they have managed to grow 
earnings by 8%, with a commensurate increase in 
their dividend. This despite the national lockdown. 
Furthermore, the balance sheet is strong, with no 
debt.

5. Finally, the company has a strong culture of 
empowerment and staff development, with all staff 
receiving training and improvement almost every 
year. The result is very little labour tension, a 
considerable achievement in this country. 

Looking ahead, the company has embarked on the 
next phase of its expansion – into metallurgical coal / 
anthracite (an essential ingredient in steel-making rather 
than coal used for power generation), and an adjacent 
iron ore mine to its existing operations. Furthermore, 

DIVIDeND HISTOrY

0

20

40

60

80

100

120

140

15 16 17 18 19 20 21

H1 H2

Cents per Share

The company pays for acquisitions with cash and debt, 
never through the issue of new shares. This strategy has 
proved the undoing of some, but Afrimat’s financial discipline 
ensures a strong balance sheet.

aFrImaT: 
aNyThINg bUT a bOTTOmless pIT

Michael
Porter
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they have a strong competitive position in Northern 
Mozambique where the gas fields are being developed, 
and a host of local expansion opportunities. Confirmation 
from other construction firms that tenders have been 
awarded for major road upgrades is further confirmation 
of a potentially brighter future. 

Naysayers will argue that some of their success has 
been luck – but as Gary Player was quoted as saying, 
“the more I practice, the luckier I get”. Afrimat’s success 
lies in their superb, but humble, management team. 
Despite their success, they remain true to their vision, 
humble in their approach and surroundings (no flashy 
trimmings) and focused on the key variables over which 
they have control. We have no reason to doubt that the 
next phase of their expansion will be undertaken in a 
similar vein. They have flourished during our darkest 
decade. Imagine what they can achieve if SA turns the 
corner.

Three JSe-listed hospital groups 
currently operate in the South 
African economy. Netcare, post 
its UK exit, is now a 100% pure-
play SA hospitals group and 
one can easily argue that this 
is a substantial risk for Netcare. 
They are fully exposed to a weak 
macroeconomic and job growth 
outlook, as well as regulatory 
risk (through the proposed NHI). 
Although covid has impacted on 
all companies, the impact amongst 

the 3 hospital groups has varied widely due to the 
differing jurisdictions and governments’ dissimilarities 
around covid-19 strategies. 

The impact of the pandemic on Netcare’s 2020 result 
was a decline in revenue of 12.7%, owing to paid patient 
days declining by 19.8%. Despite the seemingly poor 
performance, this was actually better than expectations 
owing to an incremental improvement in performance 
since may 2020 when volumes were down by over 35% 
on the previous year. The worst of the impact was in April 
2020. Occupancy levels in the hospital division were only 
32.5% during the hard lockdown, which affected elective 

surgeries, respiratory cases, and trauma-related activity. 
There was a moderate increase in patient days in may 
and further in June with the easing of lockdown to level 
3 and the hospitalisation of cOVID-19 patients. July 
occupancy levels were 49.3% but declined marginally in 
August with further easing of lockdown offset by public 
and school holidays. Occupancy levels in September 
thus far have improved to 49.7%. While there is still 
some way to get to pre-cOVID-19 occupancy levels of 
around 66% we believe the recovery from the cOVID-19 
impact is quicker than anticipated. Acute revenue per 
patient day has already increased by 8.7% due to higher 
mixes of more severe admissions. A month-on-month 
increase of 10.8% was reported in acute hospital patient 
days in October 2020.

What stands out for Netcare? We believe it is digitisation 
and a strong balance sheet.

employee costs account for c.50% of a hospital’s 
operating expenses, of which nursing remuneration is 
up to c.60% of that figure.  Netcare’s digitisation strategy 
should allow a two-pronged benefit.  Studies have shown 
that nurses spend up to 40% of their time manually 
capturing data which an electronic healthcare record 
(EHR) could capture automatically.  Secondly, medical 
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Despite the tough economy, the company has managed to 
grow its dividend consistently over the past 6 years, and 
we are confident that the dividend for the full year ending 
February 2021 will show another small increase.

NeTCare: 
aNTICIpaTINg The eNd OF COvId

Willie
Pelser
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schemes and the public at large, are increasingly holding 
healthcare providers accountable for the quality of care 
provided.  According to HealthIT.gov, 75% of healthcare 
providers say their eHr enables them to deliver better 
patient care - for instance, a 52% decline in adverse drug 
events.  Netcare has signed non-compete agreements 
with its eHr suppliers up until October 2023.  The 
non-compete agreements should give Netcare a three-
year competitive advantage amongst SA healthcare 
providers.

As at 30 September, Netcare held r5.6bn in cash and 
undrawn debt facilities. management states that working 
capital has been professionally managed despite the 
need for additional inventory and it believes that sufficient 
funding exists to meet operational requirements. As at 
30 September 2020, Netcare’s balance sheet remains 
well capitalised. Netcare held net debt of r6.4 billion, 
with a net Debt / ebITDA ratio of 3.1x. The company 
continues to preserve cash and has postponed r800 
million in capital expenditure - although key projects will 
continue resulting in approximately r1 billion capex in 
FY21, which includes additional covid-related spending 
of r155m. Furthermore, Netcare faces no liability from 
the share price decline and the effect it has on the 
Group’s bee scheme – a factor that has put pressure 
on other SA companies in the past.

No company is without risks, and we summarise those 
as follows:

1. The impact of the National Health Insurance Plan.
2. Second-round impact of covid.
3. A continuation of a weak SA economy and its impact 

on employment levels and medical aid membership 
numbers.

but the opposite also applies. Upside risk emanates from 
faster job creation than we expect, translating into higher 
medical scheme membership, and accelerated cost 
savings (especially through the adoption of digitisation) 
that results in the expansion of margins. 

In summary, hospital occupancy and margins over 
the next 6 months could be impacted by volumes and 
case mix changes depending on the trajectory of the 
covid recovery and risk mitigation costs in response to 
the pandemic. Netcare does not foresee widespread 
suspension of elective surgery over the short term, 
and if anything, there is a backlog that needs to be 
addressed. We are encouraged that key projects and 
initiatives, including their digitization strategy, which 
were previously put on hold, have resumed in the past 
month. Having experienced a sharp decline in earnings 
in 2020, we expect profitability to normalise over 2021, 
which makes Netcare an appealing domestic prospect. 

There’s a FrIeNdly 
spar wherever yOU are

Nick
Rogers

SPAr’s tried & tested strategy, 
based on independent wholesalers 
and retailers working together 
to serve local communities, 
proved even more defensive and 
resilient in the face of countrywide 
lockdowns across its diversified 
businesses and geographies. 

As the world adapted to working 
from home and eating out less, it 
became evident that survival in an 

already competitive food retail sector in particular would 
boil down to the basics - location, convenience and 
the ability to adapt quickly on both product and price. 
recently released results for the year ended September 

2020 prove that SPAr ticks all the boxes.

Firstly, the old saying ‘location, location, location” proved 
just as vital for retailers as it did for landlords during the 
2020 lockdowns. being an ‘essential services’ provider, 
the company’s core wholesale food division naturally 
benefitted from remaining open. However, as more 
people work from home (WFH), there will be a continued 
trend towards moving away from city centres and SPAr 
remains best positioned, given its neighbourhood 
store locations and limited shopping mall exposure. 
SPAr Switzerland has suffered in the past from local 
shoppers crossing into Austria and Germany to do 
their bulk shopping, where prices can be up to 20% 
lower. but due to lockdowns, they were forced to shop 
locally. encouragingly, post lockdown, the SPAr Group 
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has retained market share gained in all locations as 
consumers prefer local and convenience focused stores.

Secondly, the trend towards higher margin 1) private 
label, 2) “Fresh” and 3) ready-meals will continue as 
competition for market share heats up. It is worth noting 
that SPAr’s franchisees are in effect entrepreneurs, 
and are thus agile and able to adapt quickly to situations 
on the ground including sourcing locally preferred 
products. Facing rising unemployment in SA (and 
globally), embattled consumers will continue to reduce 
food budgets and will thus continue to trade down, 
justifying SPAr’s recent acquisition of private label 
supplier monteagle Africa’s supply chain. Private label 
sales increased by 12% in FY’20, contributing 24% of 
the Group’s core SA turnover. Demand increased for 
fruit and vegetables and assorted locally-sourced meat 
from SPAr’s in-house butcheries as cooking from home 
and the increased focus on health trends both look set 
to continue. Like Pick ‘n Pay and checkers, SPAr will 
continue to invest in high margin ready-meals catering 
for double-income, time ‘poor’ families whilst also taking 
aim at Woolworth’s market share by offering more 
affordable alternatives. The ceO, Graham ‘O connor, 
commented that since the above gross margins were 
much higher than that for liquor, this change in buying 
trends/product mix over lockdowns helped to mitigate 
the r2 billion of lost alcohol sales. Looking forward, the 
normalisation of trading times at SPAr Topps which lost 
30% of trading days for FY20, will see Topps’ sales and 
profits recover over time. Entertaining from home will 
continue now that people have realised the huge cost 
savings, even as restaurants re-open. 

Thirdly, the fact that build IT’s sales only fell 0.9%, 
despite being closed for 5 weeks, clearly illustrates that 
they are well placed to benefit from the growing global 
home improvement and DIY trend. This has been fueled 
by COVID-19 social grants (temporary) and WFH office 
space renovations (more permanent). Build IT has 
strategically placed outlets in far-flung rural areas which 
again highlights management’s vision and strategy to 

diversify the income streams and also cater for the vast 
informal sector who live predominantly in rural townships 

across SA.

Lastly, with SA GDP growth expected to lag that 
of developed markets for some time, SPAr’s 
offshore exposure at 32% of revenue is also 
attractive over the long term. This follows 
SPAr’s successful expansion into Ireland & SW 
England (24% of revenue), Switzerland (11%) 
and more recently Poland (1.7%). Despite a 
once-off r407m operating loss, management 
expect Poland to breakeven at the end of 2021. 
management need to be commended on sterling 
results especially with the ceO mentioning 
that he’d missed 15 overseas trips due to the 

travel restrictions, not an easy time to be managing 
an expanding offshore base. The depreciation of the 
Rand will translate positively to earnings for the first six 
months of the new year, but may be a risk if SA sentiment 
improves substantially. With an impressive 8% increase 
in the dividend, SPAr offers an income yield of 4.5% 
- attractive under the circumstances. We have been 
invested in SPAr for a long time, and are comfortable 
that it is well-positioned to continue to generate solid 
returns in an extremely competitive and tough food retail 
sector. 

southern 
africa

Ireland switzerland poland

sTOres  2,414  1,391  333  219 
Warehousing 
sqm  305,537  35,000  33,000  32,091 
Turnover (Rbn) 78.6 29.9 13.6 2.1
% Turnover 63.2% 24.1% 11.0% 1.7%
Gross margin 
2020 9.9% 13.4% 18.4% 22.2%
Gross margin 
2019 8.9% 13.0% 17.6% 0.0%
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This chart shows the rate of sales growth for the full year, as 
well as the rate of growth over the last 4 weeks of the year. 
The rising momentum is astonishing, and bodes well for 
SPAR’s new financial year.
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We had been commenting that SA 
equities were cheap even before 
the pandemic hit back in march, 
with pricing in many of the local 
counters reflecting maximum 
pessimism. both consumer and 
business confidence are virtually at 
record lows and the market seems 
to be saying that we are going to 
remain at these dire levels for the 
foreseeable future. 

So, what have we been seeing from 
the latest banking sector updates to give us some clues 
as to conditions on the ground with regards consumers 
and business in general? From a transactional banking 
level, the data to September suggests that we have almost 
recovered back to the levels of march 2020 whilst SA 
banks have taken on provisions in excess of those levels 
taken during the Global Financial crisis, providing a decent 
buffer should bad debts deteriorate further. capital ratios, 
which are closely monitored by local and foreign rating 
agencies, remain healthy which suggests that dividends 
will be reinstated in the not too distant future. In this regard, 
the SArb commented that they will lift the restriction 
on dividends as soon as the covid State of emergency 
is over. This is not to say there are no negatives in the 
current environment. most notably, concerns of a sluggish 
economy and further job losses could result in a rise in bad 
debts, putting pressure on both earnings and dividends.

Standard bank’s nine-month trading update showed some 
good collections data following the initial three-month 
payment holiday given to their Personal and business 
Banking clients (PBB division – making up roughly 38% 
of profits and 57% of revenues for the Bank). It was noted 
that as economies have opened clients have required less 
support and resumed repayments. In SA, the Pbb relief 
portfolio had declined from r107 billion in June to r61 
billion at the end of September. In Africa this number fell 
from r11 billion to r6 billion. 

In SA the combination of attractive house prices and low 
interest rates have seen support for sales activity and thus 
an uptick in mortgage disbursements. Standard bank is 
the market leader in mortgages with 35% market share, 
and hence they have benefitted from the buoyant activity. 
There has also been a noticeable improvement in the rate 
of collections on existing debt, but offset to some extent 

by higher non-performing loans, as higher retrenchment 
claims weigh on consumers. The solid performance in 
their African regions and their holding in ICBCS (20%) 
also helped offset much of the local weakness. Despite 
being exposed to significant volatility from an economic 
and political point of view by having this sizeable African 
operation (it contributes 34% of earnings and has the 
largest exposure of the Big 4 banks to Africa) it has 
provided a great source of diversification and ironically the 
growth outlook in much of these regions is better than that 
of SA. 

‘’The West Region continues to perform particularly well. 
The scale and diversity of the Group’s revenue streams 
across client, product and geography remains a key 
advantage.” 

Despite a rally of 23% this month alone, the overall 
valuation of Standard bank still looks attractive as it trades 
at a roughly 40% discount to its own historic price to 
book ratio and a 10% discount to its peers. Whilst risks 
to earnings have by no means disappeared, it seems that 
the absolute worst-case scenario is off the table for now 
as there was no indication for the necessity of a capital 
raise from shareholders. The improving trends in the 
home loans division and strong performance in its global 
markets, coupled with the view that the second quarter 
in 2020 was the low point in the economic cycle and the 
company’s undemanding metrics gives us confidence in 
our holding.

sTaNdard baNK: 
hOldINgs ITs OwN

Roy
Lamb

STANDArD bANK PrIce/bOOK rATIO
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Despite a strong rally in November, the valuation remains 
near record lows. There is still substantial upside in the 
share should trading conditions continue to recover.”
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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, Harvard House Insurance Brokers 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 boutique collective Investments.  custodian: Standard executors & Trustees:  
Tel (021) 007-1500.  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.   boutique collective Investments is a member of ASISA 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:  Boutique Collective Investments Call Centre, Tel: (021) 007-1500, Email:  clientservices@bcis.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 Boutique Collective Investments, 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 Insurance Brokers*, License no.  44138 
 
Harvard House Financial Services Trust*, Licence no: 7758  * 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 grOUp
G 3 Harvard Street, Howick, 3290, South Africa

+ P.O. box 235, Howick, 3290, South Africa

( +27 (0) 33 330 2164

7 +27 (0) 33 330 2617

@ admin@hhgroup.co.za

W www.hhgroup.co.za

ContaCt Details:

Given the prevailing circumstances, the speed at 
which conditions are changing, and guidelines from 
Government on social distancing, our Insight seminars 
will be postponed until further notice. 

Please rSVP to clare mitchell on 033 3302164 or 
clarem@hhgroup.co.za.

Topic: N/a

Natal midlands
Date: N/A
Venue: Fernhill Hotel

midmar / Tweedie  road
(almost opposite entrance to 
midmar

morning Time: 10am for 10.30am
evening Time: 5.30pm for 6pm

Johannesburg
Date: N/A
Venue: rosebank Union church, cnr 

William Nichol and St Andrews 
road, Hurlingham

Time: 7am for 7.30am


