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Investors detest volatility. Rather, 
they like their investments to move 
smoothly upwards over time. When 
graphed, that’s from bottom left to 
top right. Sadly, in order to benefit 
from the inflation-beating growth 
that riskier investments produce, 
volatility has to be accepted as a 
Siamese Twin that comes with it. 
 
So where does volatility come 
from? To answer that question, 

we need to understand how risky assets are priced. Since 
for the most part we deal with shares listed on stock 
exchanges, I am going to focus on the pricing of those 
instruments. 
 
Stock markets are really just giant automated auction 
floors. The exchange itself is the auctioneer. Each share is 
a separate auction. 

Investors list the number of shares they wish to sell and at 
what price. On many shares there’s a list starting from the 
cheapest to the most expensive sale price. Simultaneously, 

there is a list of buyers and the price they are prepared to 
pay. When a buyer decides they want to accept an offer 
price, or a seller agrees to accept a bid price, a transaction 
is concluded, and that price becomes the ruling price for 
every investor who holds that share. At the close of the 

last day of the month the last ruling price determines the 
value reported to investors in statements.
 
It is basic economic theory that prices rise when too many 
buyers chase a shortage of goods and prices fall when too 
many sellers cannot find enough buyers. 
 
During the course of a largely sedate environment, 
buyers and sellers make assumptions about the future of 
earnings of companies and those assumptions then drive 
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	� Trump’s latest tariff pronouncements have 

injected fresh volatility into global markets.
	� Volatility is the price of earning long-term, 

inflation-beating returns.
	� Stock markets operate as live auction 

platforms, where sentiment drives prices.
	� Periods of volatility often create golden 

opportunities for disciplined investors.

Trump’s first 100 days have been characterized by Executive Order after Executive Order (more than 140 
of them!). Among these orders has been the announcement of punitive tariffs on multiple trading partners. 
We are currently in a 90-day period when the tariffs are dormant subject to negotiation. However, this 
is the kind of event that clouds economic outlooks, and cloudy outlooks bring a favourite bedfellow - 
volatility. It’s a good time to reflect on what volatility is and how we should respond to it. 

“Stock markets are really just 
giant automated auction floors. 

The exchange itself is the 
auctioneer. Each share is a 

separate auction. ”

The stock market is reflects the total sum of current buyers and 
sellers for a particular stock minute by minute, second by second.

Robin
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the assessment of what people 
are prepared to buy or sell 
companies for. Clearly on any 
given day, information on this 
or that company may drive an 
individual share price up or 
down. 
 
Then occasionally a global 
event, such as a banking 
crisis, a war, a terrorist event 
or a politician’s pronouncement, creates an environment 
where no one is sure about the environment and especially 
the future of earnings. 
 
At that point most buyers adopt a wait-and-see attitude, 
one for every company they hold. This is every seller’s 
(and auctioneer’s) nightmare! Buyers withdraw, leading 
to steep falls in prices, as eventually, desperate sellers 
accept basement prices from bargain seekers, resulting in 
the ruling price plummeting. 
 
At some point hungry accumulators sense an opportunity 

and mop up big pockets of 
shares and the share price leaps, 
possibly to fall again as some 
fresh news creating confusion 
causes investors to withdraw 
once more. The resultant big 
daily or weekly changes in 
ruling price becomes visual to 
all as volatility.
 
Seldom does volatility 

accurately reflect any company’s real value. In fact, 
volatility provides long-term investors and income-
based investors, like Harvard House, with excellent 
opportunities for accumulation of some exceptional long-
term quality assets as all shares are painted with the same 
brush of concern.
 
No one likes volatility, but true long-term investors 
recognize it as a necessary part of successful investing 
strategy and as an opportunity for exceptional wealth 
accumulation. 

The New York Stock Exchange is the ultimate auction house, with billions of shares traded or auctioned, daily.

“Seldom does volatility 
accurately reflect any 

company’s real value.”



Our next Insight seminar will be held in June. As usual, we 
will take stock of how our economy and markets are faring 
six months into the year.”

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)

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

CONTACT DETAILS:

Johannesburg
Date: 3rd of June 2025
Venue: Rosebank Union Church, Cnr 

Winne Mandela Drive and St 
Andrews Road, Hurlingham

Time: 7am for 7.30am
Harvard House is on Facebook

Harvard House is on YouTube
Cape Town
Date: 5th of June 2025
Venue: SSISA Conference Centre, Bound-

ary Road, Newlands, Classroom 1, 
3rd Floor

Time: 7.30am

Venue: ABRU Motor Studio, Lourensford 
Wine Estate, Somerset West

Time: 5.30pm for 6pm

Topic:                Mid-Year Update
Natal Midlands
Date: 12th of June 2025
Venue: Christ Church Howick, 23 Mare 

Street, Howick
Morning Time: 10am for 10.30am
Evening Time: 5.30pm for 6pm

7 +27 (0) 33 330 2617

@ admin@hhgroup.co.za

W www.hhgroup.co.za


