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Dear Member, 
  
Since my last Financial Bulletin distributed during the first week of December 2015, much has changed. Firstly, 
the slowdown in China gained momentum, which added further pressure on the already fragile emerging 
market currencies, including the South African Rand. As if this was not enough, the market was spooked by the 
announcement that finance minister Nene was to be replaced by Mr van Rooyen, then four days later he, in 
turn, was replaced by a former finance minister, Mr Pravin Gordhan. 
  
If investors are already negative towards your country, the last thing you want to do is to surprise them with 
such a sudden decision, especially in December when volumes are thin. Not only was the decision at the worst 
possible time of the year, but the replacement was unknown, not only to international investors but even to 
local experts as well. This is probably the most critical position in government and any change here needs to be 
extremely well managed and communicated in order to avoid panic from investors. 
  
The president had barely finished the announcement when the Rand started its collapse. Between 9 December 
2015 (the day after the proclamation) and 11 December 2015, the Rand lost nearly 9% of its value against the 
USD. Why is this significant for you as a member of the CRF? Firstly, after the announcement, investors started 
dumping South African government bonds and South African listed property. Both these asset classes lost 
between 6% and 7% from the time of the announcement to the end of December. As all retirement funds have 
investments in these two asset classes, it resulted in a very negative impact on returns for December. Secondly, 
in combination with the current drought, the weaker currency will cause food prices to rise significantly during 
2016, which will have an effect on all of us. The price of locally produced food will not be the only affected item, 
but the price of anything that is imported will also rise accordingly.  
  
Then January arrived, which saw a continuation of the negative sentiment experienced during December. This 
time, it was global and equity markets around the world declined significantly. The JSE All Share Index lost 
nearly 3% during January 2016 and world equity as measured by the MSCI World Equity Index fell by 6% 
measured in US Dollars. Most of this decline was due to the uncertainty of how long and deep the slowdown in 
China will be, and what the knock-on effect of this will be on an already fragile world economy. 
  
Clearly the end of 2015 and the start of 2016 was not what any of us wished for, but these are the cards we 
were dealt. Fortunately, we disinvested nearly 5% of the CRF Growth Portfolio between October and the first 
week of December 2015 and reallocated this money between cash and alternative assets. We have been de-
risking the Growth Portfolio for most of 2015 as we foresaw a downturn in equity markets, although I will be 
honest and say we did not see the finance minister debacle coming! 
  
The CRF Growth Portfolio has been conservatively structured relative to its mandate for nearly two years now. 
During this period we’ve worked hard to find alternative investments with clear cash flow projections and more 
certain returns. In the process, we moved to a substantial underweight investment in South African equity that 
has served us well over the last year. This has allowed the CRF to sustain positive returns in a very tough 
environment. 
 



The table below reflects the January 2016 returns of the various asset classes. 
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