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Don’t poke the bear!

About fifteen years ago, my wife and I went on a guided 4x4 trail with friends through the Mozambiquan
portion of the newly expanded Kruger Park — a fun week exploring new territory. As is customary,
practical jokes were common, but I found myself at the receiving end of many of them. After a few days,
my sense of humour started to wear thin. One evening, around the fire, our guide gently suggested to the
group “not to poke the bear”. He could sense a change in mood. The trip continued and all was well.
But that phrase has stuck and is a reminder of a fun few days. We are only two months into 20235, yet
there have been plenty of “surprises” — not least around politics after President Trump's inauguration.
One can't help but feel that some of our political actions are “poking the bear.” What implications does

this have for our outlook for the year?

This article is not intended to be a
political commentary at all. Clients
and investors are well read and there
are far more competent political
analysts than me to comment on
unfolding events globally. But
whether it be rising tariffs, global
security, the Isracli / Hamas war
or the Ukraine War, one thing is
becoming abundantly clear — there
is a new sheriff in town! Indeed,
Mr Vance has used this expression
on many occasions to signal that the manner in which the
US will be conducting its foreign policy in the future is
changing. Gone are the days of a “free ride” — if ever that
was the case in the first place. Now, it appears to be a case
of “if you want something from America, show us what you
can do for us first. Otherwise, we’re not interested.”

At the same time, the US is embarking on a radical cost-
cutting exercise as well as purging DEI policies. I don’t
think anyone would argue that governments globally have
become bloated and inefficient over the past fifty years.
We all complain about it. Most governments are so bloated
they don’t even know how our hard-earned taxes are
spent. It is just a black hole. All governments - including
our own - should be cost cutting and reviewing how they
spend their money. On the face of it, this is long overdue,
and other governments would do well to take note. But in
true US style, the Department of Government Efficiency
(DOGE), under Musk, is taking a cleaver to government
spending. USAID is the most high-profile casualty so far,
but employment and other programs are also in the firing
line. So too are diversity and equity policies. In a world

SPEED READ
Since President Trump’s inauguration, US
foreign policy has changed significantly.
This has been coupled with aggressive
government spending cuts and a significant
change in attitude towards diversity, equity and
inclusion (DEI) policies.
Already the implications of a stronger dollar
and the possibility of higher inflation due to
tariffs are filtering through to global markets,
including SA.
Unfortunately, SA finds itself in America’s
crosshairs. We can ill-afford to “poke the bear”
given our tight fiscal position and weak growth.
For now, we remain of the view that SA will
benefit from reform and an acceleration in
growth. But this situation is fluid. We will
increase rand hedge exposure if deemed
appropriate.

stifled by political correctness, this appeals to many as a
breath of fresh air.

Even before the election took place, markets started to
price in the economic implications of a Trump victory.
The Dollar has appreciated, which implies weakness in
other currencies. Higher tariffs unfortunately also imply
higher inflation. Consequently, the US Federal Reserve has
signaled a far more cautious approach to cutting US interest
rates this year. Having expected another four cuts over the
course of 2025, the market is now only expecting two. Even
this is in doubt.
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There has been a very tight correlation between the overall
direction of the US Dollar and the movement of the Rand since
Trump’s election.

What does this mean for SA investors? Simply, the Rand is
weaker than it would otherwise have been, and the outlook
for the path of our interest rates is more subdued. A weaker
currency raises the prospect of higher inflation, which,
when combined with higher US rates, gives the SARB far
less room to manoeuvre. At the margin, both could detract
from local GDP growth this year — not something we can
afford.

Notwithstanding the global issues, SA has also found itself
firmly in America’s crosshairs, singling out both local
policies (expropriation and BEE) and our stance towards
American allies through the case against Israel at the
ICC. Some of this is not new to the Trump Presidency —
these issues have been bubbling around for a few years.
However, what has changed is the sheriff. Mr Vance made
it quite clear to European leaders a few weeks back that the
US views the greatest threat to Europe “as coming from
within” — a reference to rolling back freedom of expression
and democratic values in the name of political correctness.
This same attitude is being applied to us. Why should SA
(or Europe) receive anything from the US if we’re not
holding true to the values America holds dear whilst also
being openly hostile to American allies.

Whilst we wait for the second take of the aborted Budget
on the 12th March, we know that government finances are
under pressure. Tax increases are likely given domestic
pressures. Last week the US confirmed that it was freezing
aid for HIV and other programs. We might now have to find
our own money to continue those programs, straining an
already tight fiscal situation. Furthermore, our government
continues to antagonize the US through comments and
articles on policy and the ICC case. Last week, the US’s top

envoy to our country, resigned. America is our second-
largest trading partner, accounting for about 6.5% of
our exports. Exports subjected to preferential tariffs
under AGOA only account for 2% of total exports. That
appears manageable and is in itself not necessarily a train
smash, but up to 240,000 jobs could be at risk if our
status is revoked. That could undo much of the good work
being done elsewhere.

However, what our government does not seem to
appreciate is that the global mood is changing, driven by
the US. For now, behind-the-scenes diplomacy is out,
replaced by aggressive, ‘“shoot-from-the-hip” policies.
Some political commentators are suggesting that we
might even be subject to sanctions again. The political
change last year and the absence of loadshedding has
done much to bring down bond yields and hence
borrowing costs for the country. Like the national mood,
yields have deteriorated modestly this year, but nothing
untoward in the context of global trends. With very little
wiggle room in an already-tight budget, we cannot afford
a withdrawal of foreign investment (even in financial
assets like shares and bonds, let alone “bricks and mortar”
investments) that would put upward pressure on bond
yields and interest payments. That would certainly dent
the prospect of an acceleration in GDP growth this
year.
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Yields have compressed over the past eighteen months due
to reform, the absence of loadshedding and the GNU. But
yields could be vulnerable to a further deterioration in our
international relationships.

At this stage, we are not changing our view that SA will
continue with its reform program that will structurally lift
GDP growth and benefit local investments. But the situation
is fluid. We will increase rand-hedge exposure should we
deem it necessary.
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Topic: Re-examining the case for

offshore
Natal Midlands
Date: 13 March 2025
Having examined the case for SA in our last seminar, our Venue: Christ Church Howick, 23 Mare
next presentation will focus on the prognosis for offshore Street, Howick
investments. Morning Time: 10am for 10.30am

Evening Time: 5.30pm for 6pm

Johannesburg
Date: 11 March 2025
Venue: Rosebank Union Church, Cnr
Winne Mandela Drive and St
n Harvard House is on Facebook Andrews Road, Hurlingham
Time: 7am for 7.30am
u Harvard House is on YouTube
Cape Town
Date: n/a
CO NTACT DETAI LS' Venue: SSISA Conference Centre, Bound-
For more information on the range of products and services g% Fljlcc))acl)cri’ Newlands, Classroom 1,
offered by Harvard House Investment Management and its -
associated companies (including Harvard House, Chartered Time: 7.30am
Accountants), or for any financial advice, please contact Venue: ABRU Motor Studio, Lourensford
the Company at: Wine Estate, Somerset West
Time: 5.30pm for 6pm
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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)






