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Wild Exuberance

The theme of wild exuberance seems to persist in South Africa — at dinner parties, in the streets, in our shopping 
centres, and even on the financial markets. It started out when Cyril Ramaphosa became the new leader of the ANC in 
December 2017. Little did we know that he would become the president of South Africa, only two months later. I only 
thought it a 30% chance, but was happy to be wrong. Exuberance is helping to bear up markets and our rand, which is 
currently trading at levels not seen since 2014.

Many South Africans have now been granted their wish — the removal of Jacob Zuma as president. As it has been 
explained in the past, one man cannot be the sole reason for the South African economy being in the dire state that it 
is in. Although the fruit of a questionable leader is itself questionable, overall policy is set by ideology. It is therefore 
rather an ideologically-confused ruling party that caused policy uncertainty, and ultimately economic uncertainty. A 
good leader, however, can remove this confusion by consolidating power and driving the correct, sustainable vision 
forward. We believe President Ramaphosa is the right man for the job. He has the right, healthy relationships with all 
three factions of our economy: labour, business, and politics, and has shown in the past that he can integrate these 
relationships to the benefit of all.

What we need to hear from the ANC-camp now is not their current talk of radical economic transformation, which 
translates to nothing, but real structural changes to key policies and the effective implementation thereof. President 
Ramaphosa has already started to make the right noises during his State of the Nation Address (SONA). These policies 
include prudent fiscal management, spending on economic upliftment (capital expenditure, production subsidies, 
etc.) rather than social upliftment (excessive spending on social assistance), and more employer-friendly labour 
relations. These would increase the long-term potential of South Africa’s economy. From here, strong leadership can 
help to improve policy implementation, which in turn can help to reduce the almost R85 billion wasteful and irregular 
government expenditure — which, by the way, is more than enough to cover the bill of free tertiary education. Until 
these longer-term changes are brought about, short-term exuberance will fade, markets will falter, and the rand will slip 
back to lower (more normal) levels.

The next hurdle we face is the National Budget, which will be presented on Wednesday 21 February. Research suggests 
that a pressured fiscus is currency negative. If therefore, the National Budget is anything like the mini-budget of 
October 2017, we’re in for some more volatility. However, given the rapid rate of change, we might have a new minister 
of finance and a whole new plan by Wednesday. Unlike the opposing political parties, we believe in giving President 
Ramaphosa, and his soon to be elected new team, the benefit of the doubt. A country divided against itself, cannot 
stand. We also believe that the credit rating agencies will give the new team the benefit of the doubt. Much will 
however, depend on the National Budget.
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