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WHAT A YEAR 2016 HAS PROVED TO BE!
At about this time last year the then Finance Minister Nhlanhla Nene was fired and replaced by Des Van
Rooyen.
This precipitated a chain of events that led to a weakening Rand and billions of Rands worth of personal wealth
being wiped off the stock market. Since then we have endured Brexit, Donald Trump’s aggressive and
acrimonious presidential campaign, an endless tale of corruption and deceit by Jacob Zuma and the Guptas, a
plunging oil price and the agony of waiting for rating agencies’ decisions. Just last week we saw a far right
politician nearly become the president of Austria.
We have also witnessed inflation rising to the upper edge of our Reserve Bank’s targeted band of between 3
and 6%. And all this in a stagnating economy. Increasing inflation in a growing economy is acceptable and not
too bad a thing. Increasing inflation in a stagnating economy means that clients, even the older clients, need to
take more risk in their portfolios because higher returns are required in order for them to draw higher incomes.
The need for higher returns and therefore more risk in portfolios increases volatility. Increasing volatility puts
us under pressure because clients, quite naturally, become concerned when they see their investment balances
go down. And so everyone is under pressure. On reflection, this has been one of the most volatile and
pressurising years since the big stock market crash of 2008.
One of the most difficult things for us to do is to stick to our game plan as the pressure increases. It is
important for us to continually step back and to carefully assess what we are trying to achieve. When we do
this, we realise that the main thing we are trying to achieve is honesty and integrity. In reflecting on this goal, it
becomes easier to remember that we are trying to achieve long term compounding performance above the
inflation rate despite short term volatility and short term negative growth. If we achieve this, we maintain our
integrity and our clients will be able to maintain an income above the inflation rate.
In order to enhance our clients’ chances of achieving long term growth and a better income we have decided to
engage with a firm of credible and reputable asset consultants to assist us in the management of our fund. We
will give more details about them in forthcoming newsletters and personal meetings and would like you to
know that this will be at no extra cost to our clients as we will be bearing the cost of this service.

And now it is time and indeed appropriate to say thank you to all our clients that have remained loyal to us
during this extremely volatile year, to wish all our clients safe travelling and to wish our Christian clients a
happy and blessed Christmas and a happy, healthy and peaceful New Year.
Peter Foster
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