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Hopefully this decade will be both wonderful and 
prosperous for you and our beloved South Africa.

With the new year and decade upon us it is the 
perfect time to take stock of your life, work out what 
is truly important and then use this opportunity to 
reset and work towards accomplishing a better life 
for yourself.  Ask yourself this, if this was to be the 
best year and decade of my life what would need to 
happen? Write this down and set about achieving 
your goals, if you really want it, you can make it 
happen!

What’s happening :
1. Eskom

Eskom's new chief executive has taken charge of the 
crisis-plagued utility as of Monday, embarking 
sooner than planned on the mammoth task of fixing 
a national power deficit and restructuring debts that 
have hobbled South Africa's economy.
Andre de Ruyter, appointed by President Cyril Rama-
phosa in November, will oversee a government plan 
to split state-owned Eskom into three units - for gen-
eration, transmission and distribution - in an attempt 
to make it more efficient.
Eskom at this time will not be issuing any comments 
on De Ruyter's first day on the job, but several other 
energy experts have shared insights on what the new 
CEO should prioritise, ie.
 Inspire an Eskom team
 Solve technical problems at Medupi Power   
Station
 Improve planning for maintenance
 Secure 5 000 MW additional power
 Hit back at political interference

2. Trump drone strike

In authorizing the targeted killing of top Iranian gen-
eral Qasem Soleimani, President Trump chose his 
lifetime instinct for projecting strength over his vocal 
aversion to foreign intervention. 

"The U.S. drone strike marks a pivot toward direct 
confrontation with Iran, further entangling the U.S. in 
the Middle East after years of trying to avoid a major 
conflict," 

On Tuesday night, Iran launched more than a dozen 
missiles at two Iraqi bases that host US troops in 
what appears to be an act of retaliation. The Islamic 
Revolutionary Guards Corps, an elite wing of the 
Iranian military known as the IRGC, said in a state-
ment that the attacks were "hard revenge" for the 
death of Soleimani. Placing the US forces on height-
ened alert reflected the elevated tensions between 
the US and Iran in the wake of last week's US drone 
strike that killed a top Iranian general, Qasem 
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Soleimani. US officials have claimed the strike 
against the general was carried out to prevent an 
"imminent" attack in the region that would have put 
American lives at risk, but have so far declined to 
provide details about the intelligence.

3. Australian fires

Australia is being ravaged by the worst wildfires seen 
in decades, with large swathes of the country devas-
tated since the fire season began in late July.

A total of 24 people have died nationwide, and in the 
state of New South Wales (NSW) alone, more than 
2,000 homes have been destroyed or damaged. 
State and federal authorities are struggling to con-
tain the massive blazes, even with firefighting assis-
tance from other countries, including the United 
States. All this has been exacerbated by persistent 
heat and drought, and many point to climate change 
as a factor making natural disasters go from bad to 
worse.

4. NPA - 2020 The year of prosecutions

Expectations are high and constantly mounting. 
National Director of Public Prosecutions Shamila 
Batohi and her sidekick Hermione Cronje know this. 
They have to get the crooks and cronies behind state 
capture into the dock and into orange overalls 
through convictions.

We also know that it's not so simple. Prosecutors 
need cast iron evidence that will hold up in court. 
Media reports won't cut it. Many of the cases are 
complex and convoluted and need forensic capabili-
ty to unravel - an overwhelming task for a service 
that is thin on capacity and stretched beyond its abili-
ties. Yet despite apparently insurmountable chal-
lenges, action appears to be happening.

Recently, the Sunday Times reported that a number 
of former executives at Eskom and Transnet, along 
with multi-national engineering firms, are set to face 
arrest within weeks. These include big fish Brian 
Molefe, Siyabonga Gama and Anoj Singh who are 
seen as the lynchpins of the state capture project at 
parastatals.

Hundreds of millions of rand were allegedly 
siphoned from Eskom and Transnet with company 
officials and Gupta linked companies benefiting. 
Toward the end of the business year there was a 
flurry of activity from the Hawks and the NPA.

In mid-December, former senior Eskom executives 
were arrested on charges of fraud and corruption. 
The crimes were related to the troubled Kusile power 
station to the value of around R745 million.

The Hawks uncovered apparent gross manipulation 
of contractual agreements between contractors, 
Eskom employees and third parties at Kusile. The 
move was enough to temporarily satisfy a public 
hungry for justice but it wasn’t quite the big catch we 
were waiting for.

In December there was also news that Justice Minis-
ter Ronald Lamola was leading a delegation, includ-
ing Batohi and Cronje, to the United Arab Emirates to 
try and secure the extradition of the Gupta brothers. 
This was a crucial development after the United 
States earlier in the year invoked the Magnitsky Act 
against them. There were other arrests too and the 
beginnings of court cases which are set to play out 
over 2020.

Former President Jacob Zuma's protracted corrup-
tion trial is set down to finally get underway in the 
first quarter of the year.

There was the charging of ex-Bosasa COO Angelo 
Agrizzi and former prisons boss Linda Mti, the arrest 
of ex-State Security Minister Bongani Bongo, the 
charging of the Amathole Toilet Ten and the arrest of 
Ethekwini mayor Zandile Gumede of fraud and 
corruption charges.

These trials could all play out over the course of 2020 
if they aren't delayed and drawn out by the accused. 
But it's the big arrests that will really influence the 
public sentiment and boost confidence. As a nation, 
we know what the numbers say about economic 
growth and investor confidence.

There is only so much the executive can do to assure 
citizens and prospective investors that there is 
change and that there is no room for the corrupt and 
crooked. An effective, efficient and independent NPA 
bringing the high profile state capture accused to 
book, will have a massive effect on public sentiment. 
We remain hopeful and so do the leadership of the 
prosecuting authority, but as I've listed before, there 
are considerable hurdles that will have to be over-
come.

It will be convictions and not prosecutions, that will 
truly have an impact on society's psyche and senti-
ment. 
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But convictions don't come quickly or easily - there 
will have to be trials or plea deals first before we get 
there. So if "you betcha" that 2020 is going to be the 
year of prosecutions, get comfortable because there 
is going to be lots to watch this year….. source Mandy 
Wiener

5. Advice for Ramaphosa

Borrow Thatcherism - Phumlani Majozi

Not many politicians have an ism behind their 
names, but Margaret Thatcher, the former British 
Prime Minister with her brand of political philosophy, 
has. Thacherism is a belief in free markets and a 
small state that should not regulate every minute 
detail of business and people’s lives.  The Govern-
ment’s job according to her philosophy was to get 
out of the way, lower taxes and let the markets flour-
ish.  She also believed that unions were trying to 
block economic progress and managed to break the 
power of the unions in the process. In the north of 
England, Thatcherism is often used as a swear word 
as she closed uneconomical coal mine pits in the 
area which led to job losses. Phumlani Majozi, a 
senior fellow at African Liberty says President Cyril 
Ramaphosa needs to pursue Thatcher’s policies to fix 
South Africa and should have the courage to con-
front the unions who are protecting their interests 
and not acting for the benefit of the 9 million unem-
ployed.

As we enter 2020, we are reminded again that South 
Africa’s economy under Cyril Ramaphosa’s African 
National Congress (ANC) is in a serious crisis. It’s an 
economic crisis we could have evaded – had govern-
ment made rational decisions – fitting with the 
prerequisites for rapid economic growth. The econo-
my would have been thriving along with other devel-
oping nations.

How South Africa got to 2019’s economic quagmire is 
widely known and documented. To be frank, the 
destruction of the economy began under Jacob 

Zuma’s administration. Before Zuma, under Thabo 
Mbeki and Nelson Mandela’s administration, the 
country experienced relatively higher levels of 
economic growth with lower levels of unemploy-
ment. It is crucial that we highlight this historical fact. 
Because people tend to forget that our economy 
wasn’t always the mess it is after 1994.

Rebooting the economy in 2020

As we enter 2020, we should come to terms that we 
cannot afford to dwell on the past; we have to learn 
from it, and move on. We should use our past, our 
history, as a guide into the future. Jacob Zuma left 
the Union Buildings long time ago. He’s now in and 
out of courts – dealing with his corruption allega-
tions. It’s Cyril Ramaphosa who is now President of 
South Africa. It is now his responsibility to reform the 
economy and bring back the robust economic 
growth and the lower levels of unemployment last 
seen under Mbeki.

In my opinion, as someone trained in economics, 
bringing back economic growth is not that difficult. It 
just requires decisive, visionary leadership from 
President Ramaphosa.

We have to see a decisive leadership from Ramapho-
sa in 2020. To demonstrate decisive leadership on 
the economy, the President must hold off on the 
appointment of advisory councils and commissions. 
We don’t need councils and commissions – they will 
delay the process – and fail to come up with a free 
market solution – which is what this country needs to 
reboot the economy.

We need a reduction of the role of government in the 
economy. Government’s role in the economy 
became bigger and bigger over the past ten years. 
This has resulted in a dire fiscal situation. The 
government debt now accounts for more than 55% 
of our gross domestic product (GDP). And with huge 
anticipated spending on our financially troubled 
SOEs such as Eskom and South African Airways (SAA), 
the debt situation is projected to deteriorate.

Because of the strong labour unions in the country, 
reforming SOEs is the most difficult task. The labour 
unions have come out vehemently opposed to any 
form of privatisation of SOEs. Don’t be fooled.  When 
unions oppose pro-market reforms, they do it for the 
purposes of protecting their interests. It’s not for the 
benefit of the country. And it’s certainly not for the 
benefit of the 9 million unemployed. In 2020, the 
President must have courage to confront unions. He 
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ought to do this soonest – way before municipal and 
national elections. Doing it earliest, will give him 
sufficient time to recover from any fallout with ANC’s 
affiliates.

Ramaphosa must pursue Thatcherism

Thatcherism was a set of economic policies that were 
robustly advocated by the former Prime Minister of 
Britain, Margaret Thatcher, in the 1980s. They were 
basically pro-market reforms, that comprised of 
massive privatisations, deregulation of the market, 
and a vigorous confrontation with Britain’s labor 
unions. Ramaphosa needs to borrow from Thatcher-
ism to fix South Africa.

With Tito Mboweni as finance minister, the President 
has somebody to work with to reboot the economy. 
Mboweni is the only rational minister in Ramapho-
sa’s government. He’s put the country first. He’s got a 
very strong grasp of the country’s dire situation and 
how we should address it.  2019 was a bad year for 
South Africa’s economy – with contractions in first 
quarter and third quarter. Advisory councils and 
commissions will not get us a better 2020. Only bold, 
unpopular decisions will get us robust growth.

We can no longer afford delays on reform. If we con-
tinue to delay, the credit ratings agencies will further 
downgrade us; and the repercussions from that will 
be severe and long-lasting to our society!

We rarely think money.  But financial wellness is a 
component of overall wellness, and health is the new 
wealth.  Without it, we don’t get to enjoy any of the 
other spheres that comprise our lives. 

Financial health is having a conscious and purposeful 
relationship with money that is satisfying and isn’t 
overly stressful.  Such financial wellness includes the 
following:

 spending money based on your values
 having low or reasonable debt
 saving money to meet your goals
 having a safety net, such as an emergency 
fund or insurance.

As I have alluded to before in one of my previous 
articles, our financial relationship today stems from 
childhood.  This is where we develop our beliefs 
about money, which drive our financial behaviours. 
The scary thing is, we’re often not even aware of 
them.

Our beliefs about money are typically shaped by 
direct experience, family stories, and parental 
attitudes, and these beliefs largely determine our 
financial outcomes. 

Specifically, money avoidance (e.g. ‘Money is unim-
portant,’ ‘Rich people are greedy’), money worship 
(‘More money will make me happier’), and money 
status (‘Your self-worth equals your net worth’) are all 
associated with poor financial outcomes.

The article below highlights the importance of having 
a healthy relationship with money, and how learning 
to budget, in the correct way, can go a long way to 
providing you with the financial freedom you seek.

A budget is one of the most powerful tools in manag-
ing your personal finances. It is also, for many 
people, one of the least attractive.

Budgets can feel restrictive and demanding. Tracking 
every rand that goes in or out of your wallet suits 
some personalities, but it certainly isn’t everybody’s 
idea of time well spent.

This is why, as useful as budgets are, they don’t 
always work. Many people don’t like the idea of 
having to account for every transaction and being 
limited in what they can or can’t buy because of the 
decisions that they made when they first drew up 
their plan. These constraints are simply too much for 
some people, who react by throwing them off 

When many of us think health and wellness, we think 
exercise, nutrient-rich foods, regular check-ups and 
sufficient sleep.
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altogether and going back to their old spending 
habits.

Logically they may recognise this as problematic, but 
emotionally they cannot live a life that feels so regu-
lated.

In some cases, the opposite may also be true. Some 
people find themselves being so determined to stick 
to their budget, that they drain all the pleasure out of 
their money. They are so single-minded about being 
responsible that they don’t spend on anything that 
isn’t practical or absolutely necessary.

This is really a form of neglect. If you have earned 
your money by working hard for it, you have also 
earned the right to get some joy out of it. Spending 
too much is certainly a more dangerous problem but 
spending too little can also be a sign of having a poor 
relationship with money.

Budget blues

It is therefore worth thinking about whether there is 
a better approach than a strict budget – something 
that allows you more freedom, but still meets the 
important need to regulate spending in some way.

The biggest benefit of a budget is that it forces you to 
think about where your money is going. By tracking 
your transactions, you get to see your spending 
habits. You also get to compare these against your 
income and decide whether it makes sense to be 
apportioning the money you earn in the way that you 
do.

For instance, if you earn R20 000 a month, and the 
repayments on your car are R5 000, does it feel right 
that a quarter of your income is going towards a 
depreciating asset? By putting these numbers down 
on paper, you have a much clearer basis from which 
to answer that kind of question.

On the negative side, however, it can also lead to 
self-deprecation. When you look at your monthly 
expenses you may feel that you are seeing a series of 
bad decisions, and you just can’t help yourself from 
behaving this way.

A useful way to deal with this is to become more con-
scious about your spending. This may sound esoter-
ic, but it is actually entirely practical.

Then and now

Essentially, it happens in two parts. The first is at the 
point of spending the money. Before you buy 
anything, pause and consider if this is something that 
is going to add something worthwhile to your life. Is 
it a priority? What is its purpose?

Just taking that moment to consider this might stop 
you from the kind of emotional spending that is 
often problematic.

A simple example would be going to a clothing store 
because you know you need new socks, but when 
you get there you find there is a sale on shoes. You 
had no intention of buying shoes when you set out, 
and you do not need a new pair. Allowing yourself to 
recognise that may allow you to avoid the consumer 
trap that was otherwise waiting for you.

The second step is then to make sure you get a 
receipt for every purchase you make, and immedi-
ately noting down on that slip why you made it. This 
only needs to be a few words that will remind you of 
what it was for and how you were feeling when you 
spent that money.

Keep those slips so that you can review them a 
couple of months later. Look over what you bought 
and consider whether you still feel the same way 
about how you spent your money.

For example, you may have had a bad day at work, 
and so you end up in the electronics store buying a 
new gadget as a form of retail therapy. A month or 
two later, however, you may realise that you have 
hardly used that gadget, and it really has made no 
lasting improvement in your life. Recognising this will 
make it far easier for you to avoid doing something 
similar in future.

Going over those slips will also help to you appreci-
ate those purchases that really did enhance your life 
or bring you pleasure. You may well realise that you 
are not spending enough on these sorts of things.

The aim is to become more conscious of your spend-
ing, which is decidedly difficult in the immediate, con-
sumerist world in which we live.

We are bombarded by opportunities to spend our 
money, and they are all dressed up to look as attrac-
tive as possible, mainly to appeal to our emotions. 
Being aware of what actually does add to our lives 
and what doesn’t helps us to address our spending 
decisions a lot more objectively. It will also help to 
guide our spending away from the things we don’t 
really want or need, and towards those that we do.
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 WILL HINDSIGHT BE 20/20? OR 
WILL 2020 SURPRISE US ALL?

As the expression goes, hindsight is 20/20, mean-
ing it's easy to know the right thing to do after 
something has happened, but it's hard to predict 
the future. Enter the year 2020, and it’s interest-
ing that the saying has never been truer in the 
area of investments. 

It’s no secret that the past few years have been hard 
on South African investors. Looking ahead into 2020, 
there are some noticeable dark clouds looming on 
the horizon and many are wary of what it may bring. 
Should investors be preparing for a light drizzle or a 
full-on hurricane? 2019 was yet again a relatively 
bumpy year for equities but the asset class still man-
aged to deliver solid inflation-beating returns for the 
year. Unfortunately, the rand remains weak and a 
Moody’s downgrade remains likely. On the global 
front, the trade war between the world’s two largest 
economies continues and the US will soon start to 
gear up for its next presidential election.  
 
What are the key hindsight “20/20” lessons to 
take into 2020? 

Separate bad news and emotions from investing 

Every year holds bad news, dramatic headlines and 
things to worry about. It is safe to assume that 2020 
will be no different. When investors are faced with 
negative or sensationalist news, it’s hard not to worry 
and/or not to react. Even though acting on these calls 
to action may give investors a sense of control in the 

short-term, it is the surest way to destroy wealth in 
the long-term. It would serve investors well to 
remember that concerns and uncertainties 
surrounding the future, is most likely already priced 
into any associated assets. 

Steer clear of regret and envy  
 
There have been many quick win strategies and “hot 
tips” over the years and this will likely continue. As 
long-term investors, Morningstar tends to steer away 
from “hot tips” and rather remain focused on funda-
mentals. Although that might mean missing out on 
the occasional quick win, we prefer to stick to our 
knitting and stay true to our long-term view. 

There will always be someone, some fund, some 
share or some investment strategy that did a lot 
better than yours (whether it be through luck or skill) 
and you may regret missing out. Fear and panic can 
force investors into making mistakes with their 
money, with envy being even more destructive. 

Let’s look at some of the possible 2020 events 
that are worrying investors and what the impact 
could be on portfolios: 

What would a downgrade mean for South Africa?  
 
A downgrade to sub-investment grade from Moody’s 
would result in South Africa losing its place in the 
Citigroup World Government Bond Index (WGBI). 
This could translate to a forced selling of South 
African bonds by international investors that are 
mandated to only hold investment-grade bonds. The 
rand could potentially weaken against the US dollar 
due to foreigners selling local bonds. 

With that said, the WGBI is not the only government 
bond index. Should South Africa fall out of the WGBI, 
it would be included in several other global indices 
that only include countries that are sub-investment 
grade. In other words, as some investors would be 
selling South African bonds, there would be a host of 
foreign investors that would be buying local bonds. 
At a portfolio level, there may be a short-term move-
ment in the currency and bond yields might spike but 
over the medium-term this would settle, and the 
current yields would have more than priced in this 
risk. In so doing, investors would be compensated 
for an overly pessimistic outcome. 
 
If the downgrade will have such a big impact on 
government bonds, should I remain invested? 
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have been, with cash outperforming equities for a 
sustained period. However, it is clear that equities 
deliver substantial returns over cash over the 
longterm. 

What will 2020 hold for equities?  
 
While no one can predict the outcome of what will 
transpire in the year to come, the best thing inves-
tors can do is to remain disciplined, focused on valu-
ations and identify opportunities in unloved, 
well-priced asset classes. In this context, volatility in 
market prices should be welcomed. A drop in price 
can create opportunities for managers who hold 
cash to buy assets that are significantly underpriced 
relative to their long-term fair values, thereby sowing 
the seeds for future returns.  

With that said, the biggest worry at the moment is 
the impact that trade wars are having on global 
growth. This remains a severe area of concern as 
global world trade accounts for roughly a third of the 
global GDP. A slow-down in world trade will impact 
global growth, which will affect all countries and 
economies.

Currently, in the global landscape, large cap US equi-
ties are looking expensive (earnings have not been 
able to keep up with the prices these equities are 
currently trading at), so Morningstar has been build-
ing exposure to unloved areas of the market such as 
UK equities, Japan and US cash. 

A tried and tested philosophy of not overpaying for 
assets that people have fallen in love with (as a result 
of some form of sensationalism) has rewarded inves-
tors handsomely in the past. Keep an eye on the 
fundamentals - often bad news is in the price, offer-
ing an attractive entry point for long term investors. 
This is, however, easier said than done. It is much 
easier to buy something that makes you feel good - 
even if it’s expensive and unlikely to repeat its recent 
return run.  
 

 
 

Market pricing suggests that a downgrade has 
already been priced into South Africa bonds (given 
that they are offering investors a real yield of close to 
4%). It is possible that yields creep higher on the day 
of the downgrade, along with a weaker rand. 
Remember, if bond yields rise, it results in capital 
losses for bond holders, however, investors are 
being paid roughly 9% a year in yield to compensate 
for this potential risk. Rising yields could also create 
buying opportunities for investors. Times of panic 
and stress often present golden opportunities to 
enhance returns if one can price risk appropriately.  
 
Moreover, once South Africa is downgraded, inves-
tors that invest in sub-investment grade options will 
start allocating to South African bonds. This, com-
bined with the fact that nearly 60% of European debt 
is yielding negative returns, would be a great oppor-
tunity for foreign investors. 

Morningstar is seeing good value in South African 
government bonds as well as select South African 
equities, which appear to have the pessimism and 
bad news priced into it already.  
 
I’ve been told for the past three years not to move to 
cash, where you could have gotten 7% a year. Why 
should I remain invested and not move to cash now?  

Having a portion of your investments allocated to a 
cash component is part of a well-diversified portfolio. 
During turbulent times, people tend to seek safety 
and surety, which is something that cash invest-
ments offer. Investors should consider the cost they 
would be paying to switch their investments to cash 
and the risk associated with holding too much there-
of.  
 
Historically, over the long-term, equities continue to 
outperform cash. Cash may provide security in the 
short-term, but one must remember that it also has 
its risks. Cash is subject to inflation risk, and if the 
value of your investments does not keep up with 
inflation, you will lose value and purchasing power. 

Conservative investors in a cash plus or a cautious 
portfolio still have to manage growth assets and 
ensure that the yield of the total portfolio is in line 
with that of a money market. If an investor has a 
longer than a 12-month time horizon, he/she is likely 
to get capital growth from the underlying assets.  
 
The bellow graph illustrates the rolling five year 
return of the JSE relative to the rolling five year return 
of cash and highlights how unique the last few years 
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from others and applying a disciplined investment 
approach.  

The above factors once again emphasise the need 
for investors to remain patient, stay the course and 
avoid making investment decisions in a panic. It is 
during these challenging investment times that 
investors should remove emotions from the invest-
ment decision-making process and focus on the 
fundamentals. 

When thinking about the valuation opportunity in 
select South African equities that have been battered 
over the past five years, it is impossible to predict 
when unloved areas of the market will turn around 
and deliver returns – nobody rang a bell on the 9th of 
March 2009 and said the crisis is over, let’s go mar-
kets! 

Looking at the next decade  
 
President Cyril Ramaphosa’s investment drive to 
raise $100 billion worth of investments into South 
Africa, continues to be keenly watched by South 
African market participants and businesses. At the 
2019 Africa Investment Forum, 56 deals worth $67.6 
billion made it to the boardroom discussions at the 
forum. 

According to the Africa Investment Forum statement, 
this is an increase of 44% compared to last year. Of 
the 56, 52 made it to approval. The deals secured 
investor interest worth $40.1 billion. Rectifying the 
economic decay and low confidence that has built up 
over the past decade will take time. Make no mistake, 
this will be a multi-year process, but it has started. 
 
Portfolio construction and/or investments should 
always be approached keeping an investor’s time 
horizon and risk tolerance in mind. Morningstar’s 
portfolios have exposure to areas of the market 
where we have high conviction, but we also remain 
diversified. While diversification may feel silly in the 
shortterm, the reality is that it does pay off in the 
long-term.  
 
Morningstar’s asset allocation framework provides a 
tried and tested method for building portfolios that 
are not reliant on individual market outcomes. In our 
view, a diversified portfolio tilted towards asset class-
es with higher expected returns - within appropriate 
risk constraints - provides the best chance of reach-
ing our investor’s return objectives. We do not try 
and predict the future and rather focus on finding 
asset classes/opportunities that are undervalued.  
 
While market conditions are both challenging and 
uncomfortable, it is exactly times like this that inves-
tors should be encouraged to stop, pause, and use 
evidence and perspective as their guide. 

As counterintuitive as it may feel, sitting on one’s 
hands and doing nothing really is the best action one 
can take at the moment. Achieving positive portfolio 
outcomes continue to be Morningstar’s long-term 
focus, which is driven by a willingness to be different 

WELCOME TO THE 2020’s! | HEALTH CHECK - CHANGE YOUR RELATIONSHIP WITH MONEY IN
2020 | WILL HINDSIGHT BE 20/20? OR WILL 2020 SURPRISE US ALL  
      
   
 

    


