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Quite unexpectedly, I find myself 
writing this week’s issue from 
London. For the past two years, 
international travel has largely been 
on hold. Excessive regulations, 
haphazard flight schedules, last 
minute cancellations and endless 
PCR tests put all but the most gallant 
travelers off, me included. But over 
the last month, this has all changed. 
The UK has dropped all testing at 
airports, quarantines are hopefully 

a thing of the past, and even SA does not require a PCR 
test provided you can show proof of vaccination. Does this 
beckon a return to normal?

Being back in London has offered me a fresh perspective. 
The UK has moved rapidly to ease Covid regulations, to the 
point where their economy is largely back to normal. I have 

referred numerous times over the past two years to indices 
created by Oxford University that measure the stringency 
of lockdown measures relative to what prevailed prior to 
Covid. The chart below tracks this index for the UK. As 
you can see, the index is not far from returning to zero – 
the point at which all Covid-related rules will have been 
abolished. 

Evidence of a return to normality is more than just a line 
on a chart. I am here with my son, and hence doing all 
things touristy. There is barely a mask in sight. The streets 
are teeming with tourists, and this is having a positive 
impact on all the related industries. Theatres are full – no 
social distancing at all. We attended a football match. The 
stadium was at capacity – not a spare seat in the house – 
and fortunately the team we were supporting won! The 
same applies to restaurants, and transport. The chart below 
shows the usage of the London Underground and is rebased 
to 100 in March 2020, before lockdowns came into effect. 
Underground usage is now back at 80% of pre-Covid levels. 
Given the growth of flexi-time, this may take longer to fully 
recover, but the point is that people are moving about – 
without fear – and getting on with their lives.

This all comes at a time when news from Ukraine is poor. 
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Two random observations

SPEED READ

 � Travel offers a different perspective, and this is 
certainly true when it comes to life after Covid. 

 � The UK is opening up. Life is back to normal, 
and the economy is benefitting. 

 � On another note, one of the most dangerous 
assumptions to make is to simply extrapolate 
the current trend. The Rand is a great example, 
from which we can draw important lessons. 

As I write this, I find myself unexpectedly in London. One of the benefits of travel is that it offers a different 
perspective to what we have become accustomed. This is certainly the case – especially regarding life 
after Covid. This article will share a few observations on that. However, there is another observation – 
unrelated to travel – that is equally pertinent. One of the most dangerous assumptions one can make – in 
many different aspects of life – is to merely extrapolate the current trend. This is an important lesson for 
everyone, including investors, to learn. 

Michael
Porter
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Life in the UK is almost back to normal. Covid regulations are 
being abolished fast.
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After almost six weeks of conflict, there is no clear path 
to resolution. The implications of war are mounting. The 
hot topic of conversation is energy bills – electricity, gas 
and petrol. Newspaper headlines scream about the “cost of 
living crisis” – something that we South Africans are all 
too familiar with. There is no doubt that incomes are being 
squeezed. The UK (and European) economies may be 
heading for tougher times, but they would be even tougher 
if Covid rules were still in place. The rebound in tourism 
is having a profound positive impact on disposable income 
– actors, waiters, chefs – to name but a few - are back at 
work. 

Earlier this week, President Ramaphosa announced the 
end to our State of Disaster – 750 days after it was first 
declared. But I was dismayed to note that some rules will 
remain – masks indoors, limits on public gatherings and 
rules around international travel. In my opinion, travelers 
are increasingly going to search for destinations where they 
are welcomed and where there is the least amount of fuss. 
The longer we continue to impose outdated restrictions on 
both local and foreign tourists, the longer and harder it will 
be for our economy and employment to recover. We can ill-
afford bureaucratic bungling. Let us hope that Government 
comes to its senses soon – before it’s too late. 

Extrapolation
One of humanity’s ingrained traits is the assumption that 
the present trend will continue indefinitely. What is even 
more amazing is that we continue to make this assumption 
– to extrapolate trends – despite years and years of evidence 
to the contrary. We will quote the old saying that “the only 
constant is change” and yet blindly ignore it. 

This is no more evident than in our currency. The strength of 
the Rand has caught everyone completely off-guard. So far 
this year, the Rand is the second-best performing currency 
worldwide, and this despite the outbreak of war that has 
caused investors to flee for the safety of US Dollars and 
gold. Normally, during periods of risk aversion, the Rand 
performs poorly, but that has not been the case this year.

Take a moment to study the chart below. This tracks the 
performance of the Rand against the three major global 
currencies since the start of 2010. It is immediately clear 
that post the Financial Crisis in 2008/9, and coinciding with 
the start of Zuma’s presidential era, the Rand weakened 
consistently against all three major currencies. In round 
terms, our currency lost half its value over the six years 
from the start of 2010 to the end of 2015, when we had the 
farcical change of finance minister for the weekend. At that 
point, and for quite a few years thereafter, the only advice 
on offer was to get your money out of the country at any 
cost. The trend was extrapolated, and predictions of R20 
per US Dollar were commonplace. Yet what has transpired 
over the past seven years? The currency is now as strong 
as it was at the end of 2015, notwithstanding that there has 
been lots of volatility. In essence, the currency has gone 
sideways for more than 6 years. 

I draw three conclusions from this exercise:

1. Despite our human instinct, we must never simply 

“There is no doubt that incomes 
are being squeezed. The UK (and 

European) economies may be 
heading for tougher times, but they 

would be even tougher if Covid 
rules were still in place. ”

USAGE ON LONDON UNDERGROUND

0

20

40

60

80

100

120

Mar-20 Sep-20 Mar-21 Sep-21 Mar-22

Rebased to 100 at 01 March 2020, prior to Covid

Travel on the Tube is steadily returning to normal. This is 
confirmed by personal experience of packed commuter trains as 
Londoners hustle to work.
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against the three major world currencies as it was in late 2015.” 
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extrapolate trends, whether it be currencies, share prices, 
commodity prices or anything else. Nothing is ever a 
“dead cert”. Markets are dynamic and trends change. 

2. If we accept that trends change all the time, then the best 
way to mitigate against that is 
to have a balanced portfolio 
– in this case between local 
and offshore investments. 
Periods of strength should 
be used to gradually increase 
offshore exposure.

3. Investors should be wary 
of making rash decisions 
during periods when the 
Rand is weakening sharply. 
Invariably this doesn’t last, 

despite the naysayers. 

It goes against our human emotions to swim against 
the tide, but often this is the right thing to do, even if it 

requires patience for that position 
to be vindicated. This article 
is not intended to spark a rush 
for offshore investments at the 
expense of local ones, but rather 
to illustrate that trends do change 
which can challenge common 
perceptions. Whilst the long-term 
trajectory of the currency should 
be weaker (due to inflation 
differentials), the Rand is not 
always a “one-way bet”. 

“It goes against our human 
emotions to swim against the 
tide, but often this is the right 
thing to do, even if it requires 

patience for that position to be 
vindicated.”

London is bustling again after a drastic drop in commuter traffic during the Covid pandemic.



The topic for the next Insight seminar will be released 
shortly.
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