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Agriculture — a small sector with a big heart

During May I visited the 55th edition of Nampo, a weeklong exhibition of agricultural-related
equipment and a lot of other farming related features. My trip took me to Bothaville in the
Free State and used all my steps in my watch as a friend and I walked 16 kilometers to see
the 823 stands. As an outsider it was a lot to absorb. This year's theme was “Innovation in
Agriculture” so it was pleasing to see that artificial intelligence and data applications are
present in the industry. Although agriculture is less than 5% of the total economy, the passion
of a farmer is tangible. Unfortunately, the dynamics of weather, general sentiment and ever-
increasing political interference will always be part of this industry. Sentiment, from a more
measurable perspective is low, but I believe a farmer is born an internal optimist. Long may it

last as we all need to eat.

During May 1 had the privilege to
visit Nampo. For most readers, the
name Nampo may not mean much
~unless you are a farmer or have a link
| to the agricultural sector of some
sort. Nampo is not a conference you
attend; it is simply a humongous
exhibition. I walked just over 16
- kilometers on the day I visited to

experience each exhibition stand

and rub shoulders with the other

visitors. Nampo welcomed 81,945
visitors over 4 days and hosted 823 exhibitors on a farm
outside Bothaville in the Free State. They came in bakkies
(and a few other vehicle types as well) and over 200 small
airplanes and 75 helicopters landed over the duration of
the event. 2023 was the 55th year of bringing farmers in
contact with suppliers. The first expo was held on a farm
just outside Bloemfontein and it was only in 1974 that the
farm Marthaville outside Bothaville became the permanent
host of Nampo.

“Innovative agri businnesses are
using drones for irrigation and

security ‘patrols’.

This year’s theme was “Innovation in Agriculture”.
Innovation is not new - satellite navigation has been
used for years to optimize crop planting - but what was
noticeable is the increased use of digitization. For example,
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B The 55th Nampo exhibition outside of Bothaville
took place during May. | had the privilege to visit
and stop, for a brief second, at all 823 stands.
Visitors arrived in bakkies, motorbikes, planes
and helicopters.
Innovation was this year’s theme and the
application of artificial intelligence, data mining

and digitization was noticeable - from maize
seed through to drone-applied spraying.
Agriculture as a sector is a small component of
South Africa’s economy, but if it wasn’t for an
optimistic farmer, we’ll all be worse off. They
face daily challenges with weather and an
increasing political impact.

the use of drones for irrigation and security “patrols”. The
integration of digital technology into agriculture presents
a major opportunity. The emergence of the smartphone
as a popular communication tool, coupled with internet-
based solutions, has already boosted access to financing for
agricultural inputs across the value chain. Digitalization, as
well as the effective use of fertilizer and seeds, will become
increasingly important in unlocking agriculture prospects in
South Africa. Trending technologies in agriculture include
data management, machine learning, artificial intelligence,
automation, and drone-based applications.

Unfortunately, I can’t write about every innovation I saw
across the 823 exhibits, but perhaps I can bring two other
points home. How big the sector is and what sentiment is
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like given prevailing conditions?

A friend with whom I was travelling made the comment
that going through South Africa we all see the vast areas
of land dedicated to agriculture; from maize fields to cattle
farms, fruit farms and the winelands. But he also wondered
how big the agriculture sector is and its contribution to the
economy.

The chart below, dating back to 1964, shows that the
agricultural sector has never been a very large contributor to
the overall size of the economy. Currently it only constitutes
about 3% of GDP. However, what we must not lose sight of
is the multiplier effect. For example, and very simplistically
put, the maize planted and harvested then moves through
various processes in the food chain and leads to employment
in other industries and final consumption. Compared to the
rest of Africa, South Africa has by far the most modern,
productive, and diverse agricultural economy. South
Africa has a well-developed agricultural sector, which will
stand the country in good stead in the face of continuing
uncertainty both economically and in terms of the weather.
South Africa has approximately 32,000 commercial
farmers, of which 5,000 to 7,000 produces approximately
80 percent of agricultural output.

AGRICULTURE’S CONTRIBUTION TO GDP
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Albeit a small contributor to GDP, we must not underestimate
the economic multiplier effect from this industry.
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During 2022 the sector was burdened by lower production
of field crops and horticulture products. Activity was further
curtailed by abnormal weather conditions, the outbreak of
foot-and-mouth disease, higher input costs, and intensified
electricity load-shedding.

The vibe at Nampo was one of positivity, filled with happy
faces, and I concluded that a farmer is probably born with
a heart of hope because this sector does have its fair share
of challenges, almost daily. Sentiment is measured by the
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The NAMPO show was well attended and bustling with a range
of innovative ideas.

Agbiz/IDC Agribusiness Confidence Index (ACI). The
index measures factors such as turnover, net operating
income, market share, employment, capital investment,
export volumes, economic growth, general agriculture
conditions, debt and financing costs.

The ACI deteriorated further by 5 points in Q1 2023 to a
level of 44 points. The current reading is the lowest since
Q2 2020 when Covid-19 lockdown restrictions were first
implemented. Notably, the first quarter reading is below
the neutral 50-point level, implying that agribusinesses are
downbeat about business conditions. The persistent and
intense episodes of load-shedding, higher input costs, rising
protection in some export markets, rising interest rates,
intensified geopolitical tensions which disrupted supply
chains, ongoing weaknesses in municipal service delivery,
and network industries were again the key factors survey
respondents cited as their primary concerns.

Following the release of the latest datapoint Wandile
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The positive vibe at Nampo is in contrast to latest sentiment
reading, which suggests deteriorating confidence amongst
farmers.
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Sihlobo, chief economist of the Agricultural Business
Chamber of SA (Agbiz) said: “Addressing the electricity
crisis, and sector-focused issues such as biosecurity, opening
up more export markets and dealing with inefficiencies in
municipality service delivery are some of the key issues
that will help improve sentiment and the fortunes of our
agriculture and agribusiness sectors”.

Unfortunately, whilst I was at Nampo our association with
the Russians became a hot “potato” topic as South Africa
currently has a favorable trade agreement with the US
through the AGOA Act, which provides 1800 SA products
with duty-free access to that market. In 2022, under this
agreement, we exported almost R60 billion worth of goods,
of which the agricultural sector made up about R8.1 billion.
As we approach 2025, the agreement will need to be
reauthorized. Hopefully South Africa will play their cards
right and avoid the current issues at hand.

The agricultural sector, or a farmer in general, will
probably continue to face, amongst plenty of others, these 3
critical factors: Weather, sentiment and increasing political
interference. South Africa doesn’t have a long list of
companies on the JSE directly linked with the agriculture
sector and even if there were, the cyclical nature will make
it hard to justify long-term holdings in client portfolios.
However, the success of the sector has a direct influence
on a host of downstream companies, from fertilizers and
chemicals to tractor sales and logistics. Many of those are
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The happy and bustling scenes at NAMPO belie the daunting
policital, social and economic reality of agricultural sector.

key holdings in portfolios, hence the reason not to overlook
this age-old industry.

The NAMPO exhibition seen from the air.
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Topic: Mid Year Market Update

Natal Midlands

Date: Thursday, 22nd June 2023

Venue: Oasis Conference Centre,
72 Main Road, Howick

Morning Time: 10am for 10.30am

Evening Time:  5.30pm for 6pm

Our next Insight seminar will take place in June and

provide an update on what has driven markets over the Johannesburg
first six months of the year, and what might lie ahead Date: Tuesday, 13th of June
for the balance of the year. We are very excited to be Venue: Rosebank Union Church. Cnr
expanding our seminar program to Cape Town. William Nichol and St An;jrews
Road, Hurlingham
Time: 7am for 7.30am
Cape Town
n Harvard House is on Facebook Date: Wednesday, 14th of June
Venue: ABRU Motor Studio, Lourensford
° Harvard House is on YOUTUbe Wine Estate, Somerset West
Time: 5.30pm for 6pm
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For more information on the range of products and services =

offered by Harvard House Investment Management and its B

associated companies (including Harvard House, Chartered

Accountants), or for any financial advice, please contact the

Company at: @
W

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)



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