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Last week an interesting e-mail 
popped into my mailbox. The 
sender was a daily finance/current 
affairs/business newsletter run by 
a high-profile veteran journalist. 
The topic caught my eye since it 
spoke to many of our often-repeated 
perspectives. The article directed 
the reader to an interview with two 
further well-known personalities 
– one a very outspoken financial 
journalist, who is really a financial 

advisor (I guess I cannot be too critical as much of what 
I do these days feels like journalism). The other is a very 
successful asset manager known for being prepared to hold 
a very contrary position to many of his peers.

The history underlines one of the great South African 
dilemmas – leave or stay? Many choose to stay but opt for 
their money to leave. There are plenty who believe South 
Africa offers no opportunity for investment. The journalist/
financial adviser is one of those and his calls to externalise 
investments are very well documented, both on Twitter and 
financial websites. On the other hand, the asset manager 
in question has been highlighting that South African 
investments are undervalued for some time. His argument 
is not that South Africa doesn’t have troubles, but rather 
that the price of many of the companies overstates the likely 
outcome. He has been suggesting for quite some time that 
he finds more value in SA than in developed markets like 
the US and Europe.

A local reader got fed up with the verbal battle between 
the two and wanted to frame the terms of engagement. In 
October last year, he gave them each R500,000 and told 
them to put his money where their mouths were. Six months 
on and the financial adviser’s portfolio is down by R150,000 
(offshore) whilst the asset manager’s portfolio (Local) has 

grown by R100,000. The interview was fascinating. The 
asset manager was gracious, the adviser defensive. Quite 
rightly all parties pointed out that 6 months into a 5-year 
challenge was too early to call a winner. Nonetheless, there 
are some very clear lessons:

• We have always commented that successful investing is 
about managing emotions. One of the most dangerous 
emotions is what a younger generation call FOMO 
(fear of missing out). It is very hard to watch something 
exciting happening down the road that you are not 
part of. The fear of being left behind is very real and 
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SPEED READ
 � A well-known finance and business publication 

is hosting a challenge with a reader’s actual 
money. It pits Local versus Offshore in a 5-year 
challenge. 

 � 6 months in and Local is smashing Offshore, 
an outcome very few would have suggested 6 
months ago. 

 � Comparing investments in this way is rather 
crude and probably highly counter-productive 
to the mindset required to build a long-term 
successful portfolio. Investors will have to 
manage the FOMO emotion – better known to 
the younger generations as the fear of missing 
out!

 � Building an investment strategy from a strategic 
then specific standpoint is the best predictor 
of success rather than pursuing the ‘next best 
thing’. Like most things, it doesn’t feel like you 
are doing enough at the time, but experience 
demonstrates that this has worked for 
generations.

I have always been amused by those who receive British pensions. When the Rand is under pressure 
they are cock-a-hoop. When the Rand shows legs, they border on a depressive state. The movement of 
the Rand is probably the most widely searched statistic by the average South African. Many will quote 
the rate to the second decimal place with a fair degree of accuracy and their sentiment will depend on 
whether the general trajectory hurts or helps. However, when it comes to investing, we believe it really 
muddies the waters considerably.
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deceiving. 
• The financial adviser in this case bemoaned a perfect 

storm of events that worked against him. History has 
proved that ‘perfect storms’ derailed every major 
exceptional market performance. Such events, by 
definition, are unforeseeable and surprising. However, 
in any perfect storm, something is going to outperform, 
and it is highly unlikely that you are going to predict 
the winner perfectly every time. 

• Shares that are good long-term investment opportunities 
can hurt for a period during 
the time of holding them. 
This does not necessarily 
make them a bad long-term 
investment. Understanding 
why and some of the 
mechanics behind the 
underlying investment 
can often make you more 
comfortable about the 
tough period you are 
experiencing. Eventually, 
the share can re-rate and the tough period is long 
forgotten.

• Having a singular focus (a singular share, asset class, 
currency, etc) can be exceptionally profitable (imagine 
having bought Netflix, Bitcoin, or Tesla at launch and 
still holding it now!) but unbelievably risky. (Pity the 
poor soul who bought Netflix at $690 a share, only to 
watch it fall to its current level of $183! Yet, Netflix has 
delivered a return of 26% per annum when measured 
over 20 years.) Having a diversified portfolio or building 
your investments on a less risky basis (like the Harvard 
House Dividend focus) is a far better approach, despite 
at times being in the position where it feels like other 
alternatives are running away from you.

• Investment returns can be strong despite underlying 
fundamentals. This can be a confusing concept to 

explore, but it comes back to a catchphrase that we 
often repeat, namely that “Companies are not countries 
and countries are not companies”. A good example is 
coal - probably the most hated investment of the current 
century. It is so undesirable that Anglo American shed 
it to be more acceptable to foreign investment houses. 
Yet Thungela Resources, the company created by the 
demerger and whose shares were distributed to Anglo 
shareholders, has almost become a “ten-bagger” (an 
investment term for a company whose share price 

escalates 10x from purchase). 
Why? While the western 
world and the mainline media 
scream for the end of coal and 
prohibit banks from lending 
to coal operations, emerging 
market countries are in no 
financial position to eliminate 
coal usage. Scarcity has forced 
a significant price rise. In 
the case of South Africa and 
our opening story, the asset 

manager has argued that there is upside to South African 
companies, not because he is a raging optimist on the 
future of South Africa, but rather because he believes 
that share prices already discount all the bad news, and 
more. If companies prove to thrive and produce profits 
despite these circumstances, investors might change 
their views.

• We are often asked where “is the best place for my 
money”. Investors are circumspect enough to not word 
it the way they mean it – i.e. “where can I grow my 
money the fastest?” The truth is that (and the adviser 
was at pains to point this out, although what made 
me laugh was that the reason the original challenge 
happened was because of his constant rhetoric to 
the contrary) investment strategy should happen at a 
high level based on your personal circumstances and 
needs. This generally determines asset class and then a 
diversified portfolio is built below it. Any expectation 
that your adviser or asset manager can completely 
protect you from all threats (market collapses, company 
mismanagement, fraud, inflation, currency collapse) 
simultaneously is a pipedream. There are always trade-
offs in investing and risk versus reward is a major one.

It will certainly be interesting to see how the remaining 4 
years and 6 months of this challenge play out. The Rand 
can always devalue very quickly, and foreign markets can 
certainly boom once the trajectory of interest rates settles 
down. We believe that there is certainly room for both in a 
portfolio – local and offshore. Diversification is more about 
spreading risk than the absolute return.

“Having a singular focus 
can be exceptionally 

profitable but 
unbelievably risky.”

Tesla has been an extraordinary success but hindsight is a 
wonderful thing;  many other EV companies have failed.



We are pleased to announce our next seminar, scheduled 
for early June. This seminar will focus on financial planning, 
specifically the tools and attitude required to build an 
investment mindset.

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 (RF) Pty Ltd (“BCI”) retains full legal responsibility for the third party named portfolio. 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 

Performance figures quoted for the portfolio is from Morningstar, as at the date of this document for a lump sum investment, using NAV-NAV 
with income reinvested and do not take any upfront manager’s charge into account. Income distributions are declared on the ex-dividend date. 
Actual investment performance will differ based on the initial fees charge applicable, the actual investment date, the date of reinvestment 
and dividend withholding tax. Performance fees do not apply to any funds managed by Harvard House. The manager does not provide any 
guarantee either with respect to the capital or return of the portfolio. A schedule of fees, charges, and maximum commissions are available 
on request from the manager.
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)
Harvard House Investment Management (Pty) Ltd*, Licence no: 675   Harvard House Insurance Brokers*, License no.  44138 
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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:

Topic: Building an 
Investment Mindset

Natal Midlands
Date: 9 June 2022
Venue: Oasis Conference Centre,

72 Main Road, Howick
Morning Time: 10am for 10.30am
Evening Time: 5.30pm for 6pm

Johannesburg
Date: 14 June 2022
Venue: Rosebank Union Church, Cnr 

William Nichol and St Andrews 
Road, Hurlingham

Time: 7am for 7.30am

Harvard House is on Facebook

Harvard House is on YouTube

https://www.facebook.com/HarvardHouseSouthAfrica
https://www.youtube.com/channel/UCMmM_c5RjK5P-IdRN3JOh7A
https://www.facebook.com/HarvardHouseSouthAfrica
https://www.youtube.com/channel/UCMmM_c5RjK5P-IdRN3JOh7A

