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LETTER FROM THE EDITOR

victory in April, and in particular 
how he applied thorough risk 
management in the closing stretch 
of the back nine, as a lesson in 
diversification and appropriate  
asset allocation of one’s portfolio. 

The future of global 
investing

The prevailing theme in this edition 
is around the future of global 
investing – including processes, 
technologies and strategies to assist 
investment managers in making the 
right decisions for their clients. In this 
regard, we are pleased to feature 
guest columns from Ian Lessem, 
Managing Partner at Investment and 
Advisory firm Havaic, and Paul Slade, 
CEO of The CRM Team, a leading 
Johannesburg-based Customer 
Relationship Management (CRM)  
and data analytics consultancy. 

Our regular Q&A interview features 
legendary tech journalist and the 
founding CEO of World Wide 
Worx, Arthur Goldstuck. Arthur 
is a the newly appointed Head of 
the recently founded Sasfin Digital 
Council, and our wide-ranging 
interview covers his early foray 
and experiences into the world of 
digital, some of his most notable 
career achievements including the 
opportunity to recently meet and 
interview acclaimed founder of Dell 
Technologies, Michael Dell. 

We also cover Sasfin Securities 
Deputy Chairman, David Shapiro’s 
well attended presentation, where he 
unpacked some of the more lesser 
known global investment trends. 
David’s message was essentially 
that as investors, we need to be 
constantly innovating and identifying 
new industries and market segments 
to achieve market-beating returns 

in a low-growth environment. 
Some of those industries that he 
is currently investigating include 
cloud-computing and live-streaming, 
gaming and health-tech. In a similar 
vein, Equity Analyst, Nicholas Dakin, 
reveals the story behind US-based 
Pet nutrition behemoth Zoetis. With 
a market cap nearing $50bn, Zoetis 
is one of those ‘under the radar’ 
growth counters that continues to 
deliver returns to its shareholders 
as the momentum of US pet care 
spending endures. 

Lastly, as Fintech trends point 
towards disintermediation and 
the perceived diminished human 
role in accessing and consuming 
financial services, Charleen Rix, 
Sasfin Wealth’s Head of Healthcare 
Consulting, bucks this trend and 
argues cogently why intermediaries 
in the private Healthcare space 
should not be viewed as a luxury 
for those who choose not to avoid 
‘going direct’, but rather why the 
broker is a necessity in a highly 
complex and commoditised 
private Healthcare sector that is 
fraught with ambiguous legislation, 
and a multitude of products and 
Healthcare providers that make it 
near impossible for the consumer  
to appropriately choose a plan  
that meets his personal needs,  
or those of his employees or  
trustee beneficiaries. 

Enjoy the read. SW

T he past quarter has been 
exceptionally busy from a 
geo-political perspective, 

and that includes South Africa. 
The local elections came and went 
relatively smoothly barring the minor 
hiccup associated with alleged 
double-voting. Though President 
Cyril Ramaphosa had not yet 
appointed his Cabinet at the time of 
writing, the election result certainly 
strengthened his hand to adhere to 
his corruption-busting State of the 
Nation mandate from February.

Trade Wars - is there  
an end in sight?

US President Trump’s continued 
belligerence regarding the proposed 
tariff hikes on Chinese imports has 
not abated. Mike Haworth, Sasfin 
Wealth’s Investment Strategist, 
describes the dichotomy whereby 
the Chinese are actively reforming 
and transforming their economy –  
a direct contributor to global growth 
since 2000, whereas by contrast, 
the US economy is developing 
imbalances, which is eroding its 
output potential growth. The tariffs 
stand-off has put jitters on both 
developed and emerging equity 
markets, as the US has imposed 
higher trade tariffs on $253bn of 
Chinese imports, while China has 
imposed higher tariffs on $110bn 
of US imports – with dire potential 
consequences. 

The resultant uncertainty in global 
equity and bond markets will ensure 
investors enter the second half of 
the calendar year somewhat more 
cautiously than originally intended. 
Caution and risk management of 
one’s portfolio is called into question 
by Andrew Padoa, Portfolio Manager 
at Sasfin Wealth, who analyses Tiger 
Woods’ record-breaking US Masters 
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The future of investing

T he primary question that this 
edition of the Sasfin Wealth 
newsletter is grappling with is 

“what is the future of investing?” 

It is an incredibly broad topic 
and the question itself could be 
interpreted in many different ways. 
It could relate to the investment 
process and the role of technology 
in investment advice and portfolio 
construction going forward. It could 
be around the types of asset classes 
or businesses that will produce the 
best returns for investors in the 
future, based on particular trends  
or themes. 

It may go as far as questioning future 
business models, with some of the 
most valuable listed companies 
in the world today never having 
turned a profit. It could further go 
to sustainable investing, the role of 
regulators, the future of capitalism 
and so much more. What is clear is 
that the future will look nothing like 

The more things change, the more they stay the same

Erol Zeki - Chief Executive Officer, Sasf in Wealth

A MESSAGE FROM THE CEO

the past and the rate of change on 
all fronts is only accelerating. With 
that said, however, one needs to be 
cautious. Often, the more things 
change, the more they stay the same.

The nature of the future

There is absolutely no question that 
the impact of Artificial Intelligence 
(AI) on the world will be profound. 
AI describes computer systems 
designed to perform tasks normally 
requiring human intelligence, and 
it dovetails with what is commonly 
referred to as the Internet of Things 
(IoT) and the exponential rate at 
which we are collecting, storing  
and processing data. 

The magnitude of the impact is a 
hotly debated topic, whereby in the 
not too distant future, autonomous 
cars, medical diagnoses using a 
mobile device and fridges that order 
your groceries will be commonplace.
When considering this in terms of 
’the future of investing‘ it needs to 
be considered both in terms of the 
nature of future investments, as 
well as the underlying process of 
selecting investments.

Lessons learnt from Kodak

Most would be familiar with the 
Kodak story, a commonly quoted 
case study of a business that 
failed because it did not react to 
the rise of digital photography. 
Nothing has changed, the mass 
production of automobiles more 
than 100 years ago disrupted wagon 
and carriage businesses, digital 
cameras disrupted Kodak and AI will 
disrupt many more entire industries 
and businesses. As Investment 

Managers, it is our duty to factor 
technological changes and the 
potential impact into our investment 
process.

The more meaningful impact on the 
investment industry will relate to the 
role that AI and other technologies 
will play in advice and investment 
processes. The term ’robo-advice‘ 
has been a buzz word for some years 
and describes online tools designed 
to provide digital investment advice 
without the assistance of a human 
advisor. Robo-advisors have received 
massive venture capital injections 
as they attempt to disintermediate 
human advisors. Sasfin Wealth 
has its own version of this type of 
technology. These technologies are 
still in their infancy and are expected 
to evolve extensively over time. 

While certain segments of the 
market are embracing completely 
self-directed digital advice – and 
this market is growing – we expect 
the bulk of the market to settle in 
some form of hybrid model, a model 
where the technology supports the 
human advisor in providing a service, 
and the client ultimately has access 
to and decides the extent to which 
to use the technology.

For Asset Managers, AI is providing 
new tools with which to analyse 
massive data sets. The use of these 
systems varies all the way from 
being used merely as a screening 
tool to identify an investable 
universe of instruments for human 
managers to analyse, to managing 
portfolios completely unsupervised. 
It is a powerful tool that cannot be 
ignored and will play an increasingly 
important role. >

“While certain segments 
of the market are 
embracing completely 
self-directed digital 
advice and this market  
is growing, we expect 
the bulk of the market  
to settle in some form  
of hybrid model...”
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A MESSAGE FROM THE CEO 

Continued

Remaining focused on  
what we do best

There are certain core principles 
which, in my humble opinion, will 
never change. The first of these is to 
stay invested. Markets are volatile, 
but this risk dissipates over time the 
longer one remains invested. 

The chart below illustrates what  
an investment of $1,000 in the S&P 
500 would have grown to over the 
last 10 years. It further shows what 
the impact on the investment would 
have been had an investor not been 
invested in the best performing  
10, 20, 30 or 40 days over the  
10-year period. 

The negative impact on 
performance of being out the 
market on these days is significant, 
and at 40 days, performance 
actually turns negative from a 
possible return in excess of 200%, 

had the investor merely remained 
invested. It is not possible to 
predict which will be the best 
performing days, and therefore 
taking a long-term view and staying 
invested is key to achieving your 
investment goals. 

Another is the importance of 
quality when assessing a company’s 
investment potential. Some of the 
largest companies by value in the 
world at present have never made 
a profit. They burn cash faster than 
they can generate it, as they race 
for market share and the promise 
of massive future profits as future 
monopolies. Some will fulfill their 
promise and deliver long-term 
sustainable returns, many will not.

Diversifying into some of these 
disruptive areas can even enhance 
the overall risk return profile of a 
portfolio. At the core, however, 
there is no substitute for quality – 

established businesses that are able 
to produce long-term sustainable 
returns on equity at rates in excess 
of their cost of capital.

In many ways, the future of investing 
has already arrived. Certain 
elements are in their infancy, while 
others are maturing rapidly. Solid 
age-old principles will, however, 
continue to hold – stay invested, 
diversify across asset classes, 
as well as globally, and focus on 
quality companies and industries 
that deliver consistent long-term 
sustainable returns. SW

$1,000 invested in S&P 500:
Last 10 years ending 20 May 2019 

Number of best days missed

US$:

3,500

3,000

2,500

2,000
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1,000

500

0
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3,128

1,569

2,100

1,224
975
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Roy Andersen, Chairman, Sasfin Holdings;  
Michael Sassoon, CEO, Sasfin
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Industries are changing and the 
large multinationals cannot be 
certain of how the disruptors 

could upset ‘the apple cart’ –  
that’s the nature of disruption 
and it has played out consistently 
over the last decade. This was the 
essential message delivered by 
Sasfin Wealth Deputy Chairman, 
David Shapiro, at a breakfast held 
at the Houghton Golf Club in May.

As always, David delivered a 
clear case and an immensely 
positive view on the potential that 
exists within the next decade, 
The Roaring Twenties. What he 
made fairly clear is that we are 
not stuck within the narrative 
of the rollercoaster ride of what 
is happening in South African 
markets. They are important, 
most certainly, but the data is 
pointing us rather to new, broader 
opportunities – emerging 
industries and new market entrants 
exploding onto the investment radar.

We have very openly shifted our 
focus to ‘one asset class – the world’ 
which ensures that local investing, 
of course, plays its role, but we are 
focusing on the currencies which are 
more dependable, the stocks which 
are the ones to watch, and a blend of 
intuition and insight that is forming a 
very relevant philosophy in uncertain 
times. In fact, the signposts show 
this view to be hard to argue with.

David shared critical data on how 
markets and stocks have been 
affected by politics globally, but his 
nearly 50 years’ experience, and a 
keen eye for historical patterns and 
opportunities throughout previous 
cycles, enable us with the foundation 
to pursue these opportunities 
cautiously, but with vigour – and 
these are the principles of many 
of the brands that are winning in 
industries today – intelligence and 
adaptability combined, and a view  
on the future that is constantly 
evolving with the disruption. SW

Opportunities abound

David Shapiro

“Don’t buy the car. Buy  
the shares. Don’t buy the 
bag. Buy the shares.”
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Gary Turner, Co-Founder and MD, Xero; Michael Sassoon, CEO Sasfin; Miguel Da Silva, Managing Director, 
Retail Capital; Carmen Field, The Finance Studio

Michael Sassoon, Sasfin 
Group CEO, joined 
industry-leading panelists 

to unpack the future of banking 
for small businesses at a recent 
nationwide roadshow hosted by 
global accounting software  
firm, Xero. 

The small business landscape in  
South Africa is changing dramatically. 
There are now more than 30 digital 
Apps which all connect into the Xero 
software and there’s no secret, it’s a 
race for banks and fintech companies 

to deliver an exceptional online 
service at great value. Speaking  
at the event, Michael said that  
Sasfin was the first bank to have a 
direct feed into Xero, and that the 
business was working with other 
technology providers to enhance 
small business value. 

According to Michael, as Sasfin 
continues to enhance its banking 
offering, business clients are offered 
greater efficiency by onboarding 
themselves, without having to set 
foot into a branch. “Sasfin is working 

The future of banking for SMEs 

to create a single interface, and to 
take away much of the cost, admin 
burn and paperwork as possible,  
but we have seen that clients still 
want a strong level of human  
service.  SW

“The small business 
landscape in South Africa  
is changing dramatically.”
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Regulations, as well as complex 
and parallel registration 
processes often trip up start-

ups, and non-compliance contributes 
to the closure of small businesses 
as the penalties and administrative 
overheads pile up over time. “In 
this context,” says Hennie Ferreira, 
Osidon’s CEO and Co-founder, “the 
recently launched digital accountant, 
Osidon, was designed to help 
start-ups and small businesses to 
manage their daily operations, tax 
and registration matters, which also 
change as they grow.”

The Osidon service comprises an 
automated accounting service that 
manages invoices, tax and payroll 
records, and the company provides 
consulting accountants who advise 
small business clients on specific 
accounting and business compliance 
problems. In addition, Osidon 
helps companies to be compliant 
from the start and thereby support 
their sustainability and growth. 
Specifically, the company provides 
business registration guidance, 
which also helps to formalise small 
businesses and is often particularly 
difficult for business owners.

According to Ferreira, the journey 
to start and register Osidon 
demonstrated the difficulties facing 
new and small businesses. This 
prompted the team to broaden 
the services that it offers beyond 
digital accounting, to include 
labour and small-business banking 
services. In this regard, Sasfin have 
partnered with Osidon to provide 
business banking services to the 
small businesses that make use of 
Osidon’s services. 

“If there are any specific questions 
clients have, accounting staff are  
on-hand to offer advice and 
compliance information. The  
service itself provides an easy-to- 
use interface that checks off 
compliance activities as they are 
completed, enabling businesses 
to keep a firm hold on compliance 
work, and making management of 
the company more effective and  
less time-consuming,” says Ferreira.

According to Sasfin Group CEO, 
Michael Sassoon, Sasfin offers bank 
accounts for Osidon clients during 
the business registration process 
and the small businesses can sign  
up digitally.

“Sasfin’s digital business banking 
platform B\\YOND, helps companies 
to manage the workstream of 
compliance, such as bank account 
information and financial records, and 
provides a range of functions and 

tools to support small-businesses’ 
operations. It has direct-feed 
integration into Xero accounting 
software, which Osidon will use to 
enable its services,” he adds. 

The Osidon service is designed 
for cloud environments, and all 
clients have their data encrypted 
and stored in a secure public cloud 
system as part of the service.  
The service uses secure online 
protocols, session expiration and 
multi-factor authentication for 
sensitive information. 

The service uses Artificial 
Intelligence components, including 
machine learning to write financial 
data to compliance, and accounting 
documents based on regulations 
and client decisions, and uses 
speech-to-text systems that allow 
voice calls to be analysed, including 
for sentiment, and processed as part 
of the business’ operations. SW

Sasfin and Osidon partner to enable SME growth 

NEWS
IN BRIEF

Melissa Ferreira, COO Osidon; Hennie Ferreira, CEO Osidon;  
Gerhard Papenfus, CEO, NEASA; Michael Sassoon, CEO Sasfin
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A common perception in the 
world of professional and 
lay investing is that equity 

assets are those which provide (albeit 
more risky) greater long-term returns 
against traditional fixed income 
assets (more cautious, somewhat 
guaranteed returns) and instruments 
including bonds. Although 
historical data would likely prove 
this perception correct over long 
periods, in recent times opportunities 
have arisen in the fixed income, 
which suggest that local bonds are 
providing higher yielding returns than 
local equities, with a far lower risk 
asset profile.

Speaking at the recent BCI Global 
Investment Conference, held at Spier 
in Cape Town, Philip Bradford, Sasfin 
Asset Managers’ Chief Investment 
Officer (CIO) pointed out that one 
of the Funds that he manages – the 
Sasfin BCI Flexible Income Fund – is 
yielding around 11% at the moment, 
which is effectively inflation plus 6.5% 
to 7%, which is more than you can 
expect out of the stock market in the 
coming years. 

“The key difference is that these 
returns will come at a very high 
degree of certainty compared to 
the stock market, which is more 
uncertain”, argues Bradford. 
The conference highlighted the key 
investment opportunities and risks 
in local and international investment 
markets, and provided a platform 
for Bradford to share his insights 

in a world where the rapid pace of 
geo-political, socio-economic and 
technological change is putting 
investment managers under arguably 
greater pressure than ever before.

With the bonds in Bradford’s 
portfolio over the last three to 
four years consistently earning 
between 10% to 12% for investors, 
he challenged the view that equities 
remain the primary option, forcing 
investors to really start thinking 
about their exposure to the stock 

A fresh take on  
Fixed Income

market. Interestingly, he suggested, 
the change of fortune for bonds can 
be attributed to something strikingly 
simple. Originally in the fixed 
income segment, all the investments 
available to us were quite limited –  
a lot of the investments available  
now weren’t there 20 years ago. 

“There were fewer bonds back then. 
But now with more choice, bonds 
are earning 11% and cash earning 
7%, which begs the question – is 
your asset allocation correct, given 
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I n May 2019, Helen Haworth, 
one of Sasfin Wealth’s most 
experienced and venerated 

Portfolio Managers, celebrated  
30 years with the business. This is no 
small feat in an era or industry which 
has been historically dominated by 
a concentrated group of investment 
professionals. 

After beginning her career in 
financial services over 35 years ago, 
Helen spent three years at Davis 
Borkum Hare Stockbrokers between 
1986 and 1989 before joining SG 
Frankel Pollak Securities in 1989 
(later renamed Sasfin Securities). 

In congratulating Helen on her 
achievement, Sasfin Wealth 
CEO, Erol Zeki, lauded Helen’s 
professionalism, integrity and 
knowledge in becoming one of 
the industry’s premier Portfolio 
Managers over the past three 
decades. SW

Helen Haworth 
celebrates 30 years  
at Sasfin Wealth

NEWS
IN BRIEF

what we now know about the wider 
options available to us? I manage 
multi-asset classes and I’m asking  
‘am I giving too much to equities?’” 

And what if we experience  
another crisis? 

“Foreign investors know about our 
problems, they’ve largely priced 
that in. A bond is a fixed deposit, 

but if you buy it at 9.5%, for the 
next 20 years you’re going to get 
9.5%, the return you’re going to get 
is clear. The developed markets 
can’t raise interest rates without 
killing themselves off. And if you 
get into a debt bubble scenario, 
equities will be decimated, so you 
want to buy fixed rate and floating 
rate bonds when the outlook is 
negative”, Bradford concluded. SW

“Ignore fixed income at 
your peril”, says Sasfin’s 
Bradford
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THE FUTURE OF INVESTING

Veenesh Dhayalam - Head of Asset Manager Research, Sasfin Wealth 

T ype ‘the future of investing’ 
into a search engine and 
more often than not, the 

output would be dominated by 
some form of technology, and 
understandably so. This is meant 
to be the age of the machine, 
where new technology seeks 
to enhance and improve the 
delivery and usage of various 
types of financial products and 
services. This is meant to be the 
age of machine-aided investing 
and its transformation of the 
investment industry with its ability 
of predictive analytics, sifting, 
processing and interpretation of  
an increase in exponential amounts 
of data in the blink of an eye. 

Institutions are already adopting 
machine-learning and tools to 
make portfolio recommendations 
react to financial markets, as well 
as testing advanced investment 

ideas. Whether machine-aided 
investing makes the market more 
efficient or gives investment 
managers an edge, will play out 
in time. According to a prominent 
Asset Manager, an advocate of 
this type of investing is meant 
to reduce the emotion out of 
investing where “everything 
is rational” (sic). But emotions 
are essentially what makes us 
human, so should all emotion be 
disaggregated from investing? 

What is the desired 
outcome?

Wealth, its accumulation and 
enjoyment are intermingled with 
human satisfaction. Long-term 
investing is meant to return the 
accumulated wealth to the investor, 
such that human satisfaction can 
be realised – but at what cost  
and how do they accrue?

What if at the end of the long-
term investing, with enough 
accumulated wealth, there was 
nothing meaningful to enjoy, as 
everything had been sacrificed 
along the way for profit or 
performance? 

Note that there are no Economic 
risks listed versus 10 years ago where  
Economic risks dominated the Top 5.

Table 1:
Top 10 ranked risks in terms  

of their impact over the next 
10-year horizon. 

1st Weapons of mass destruction

2nd Failure of climate change mitigation & adaptation

3rd Extreme weather events

4th Water crises

5th Natural disasters

6th Biodiversity loss & ecosystem collapse

7th Cyberattacks

8th Critical information infrastructure breakdown

9th Man-made environmenttal disasters

10th Spread of infectious diseases

Geopolitical

Societal

Environmental

Technological

Source: World Economic Forum,  
The Global Risks Report 2019.

“...emotions are essentially 
what makes us human,  
so should all emotion 
be disaggregated from 
investing?”
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THE FUTURE OF INVESTING

Continued

Whilst continuing to search for  
the next investment winner, be it  
an instrument, manager or strategy, 
what if the bigger picture is missed, 
if we just consider the main risks in 
terms of their impact in Table 1 as 
per the World Economic Forum,  
The Global Risks Report 2019?

A recent article by the World 
Economic Forum, stressed that  
“The advance of the Fourth 
Industrial Revolution (robotics, 
artificial intelligence, augmented 
reality, virtual reality and the like)  
has produced a developing  
scenario in which the service  
of humanity seems too often 
eclipsed by the momentum of 
technology and commerce.” 

The article further states, 
“Meanwhile, our economic  
engines continue to roar and  
belch proverbial smoke into the  
air, as the world’s population  
grows and the ideals of human 
flourishing are left wanting.”

The Fifth Industrial Revolution (5IR) 
as shown in Figure 1 (page 14), has 
a definite differentiation to the 
Fourth Revolution where degrees of 
dehumanisation were encouraged. >

Table 2:
Top 5 ranked risks in terms  

of their impact over the next  
10-year horizon (2009)

1st Asset price collapse

2nd Retrenchment from globalisation (developed)

3rd Oil and gas price spike

4th Chronic desease

5th Fiscal crises

Geopolitical

Societal

Source: World Economic Forum, 
The Global Risks Report 2019.
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THE FUTURE OF INVESTING

Continued

“Responsible investing 
in whatever form 
needs to remain as 
part of the future of 
investing! Whilst it 
may seem that this 
is a somewhat of a 
worn-out topic and 
that progress has 
been made, it can be 
challenged whether 
it was ever taken 
seriously, and yet, it’s 
the right thing to do!”

Figure 1: Evolution of the Industrial Revolutions

Source: World Economic Forum

In the 5IR, technological 
advancement and innovation 
are skewed toward the service of 
humanity by those championing  
the 5IR cause.

“At first glance one might think that 
nothing could possibly remain to 
be said on the topic of responsible 
investment. At any given moment, 
hundreds of dissertations, books 
and conferences are being devoted 
to the subject,” Philippe Zaouati, 
Chair, Investment Leaders Group.

The ethics of good investing

Responsible investing in whatever 
form needs to remain as part of the 
future of investing! Whilst it may 
seem that this is a somewhat of a 
worn-out topic and that progress 
has been made, it can be challenged 
whether it was ever taken seriously, 
and yet, it’s the right thing to do! 

Responsible investing should remain 
as an evergreen similar to the active/
passive or balanced/ specialist 
discussions. There are suggestions 

that whilst the investment research 
landscape has had minimal change 
over the last few decades, this will 
be one of the factors that will be 
reshaping the landscape. The  
proper integration in investment 
decision making process will allow 
for some notable shift, whilst there 
have been challenges experienced  
in responsible investing, including  
an array of definitions, each targeting 
some form of responsible-type of 
investing, as per Figure 1.

There’s also confusion with regards  
to scoring of companies, where 
various criteria are used to rank 
companies, or there is little or 
no consistency between service 
providers on the scoring or accepted 
data-reporting standards leading 
to this confusion. Whilst there is 
some variation of descriptions, there 
remains significant areas of shared 
interest and purpose (see figure 2).

A common and seemingly valid 
concern around responsible investing, 
is whether investors will reach the 
rate of return required to meet their 

18-19th Century in 
Europe and North 
America, featuring 
steam engines

1st

1870-1914, featuring 
steel, oil, electricity 
and combustion 
engines

2nd

21st Century  
advance of AI,  
big data, robotics, 
loT, blockchain  
and crypto

4th

1980s Digital 
Revolution, featuring 
personal computers 
and the internet

3rd

Responsive 21st 
Century connection 
of innovation to 
purpose and 
inclusivity

5th
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Continued

Source: Six Capitals Advisory

Source: Jessica Ground, Global Head of Stewardship, Schroders

Responsible investing is more 
than just tree-hugging – it is about 
insightful and deliberate investments 
that have the potential to deliver 
strong and more stable returns, 
making the world a better place 
and the sooner this is taken more 
seriously, the better.

“The investment industry cannot 
argue that it bears no responsibility 
for the choices that it makes 
beyond financial outcomes – to do 
so would be to ignore its broader 
social and economic function as an 
allocator of capital in market-based 
economies.” SW

investment goals. However, the 
mindset has to shift beyond this, with 
investors having the ability to engage 
and affect change in companies’ 
policies, from the business as usual 
approach, to drive to seek new forms 
of value creation.  

Investing must place more emphasis 
on the Triple Bottom Line (TBL), which 
leads companies away from focusing 
on just profit and includes two other 
components, i.e. people and the 
planet. Profits will remain important  
in the TBL, but not at the expense  
of the remaining components and  
this can equate to the Profits with 
purpose outcome. 

Conclusion

Whilst responsible investing has 
had its challenges and may continue 
to do so, what is undeniable is its 
importance. For those linked in some 
way to investments, the avoidance 
of the subject is not an option 
and must be taken more seriously. 

Figure 2: 

Financial benefits Social benefits

• ESG research
• Voting
• Engagement

• Best in class
•  Controversy 

avoidance

•  Specific social 
benefit

•  Potential for 
financial return

•  Excluding 
companies  
involved with 
certain activities  
or industries

•  Address societal 
challenge(s)

•  No financial return 
for investors

Integrated Sustainable ImpactScreened Philanthropy
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T oday we navigate our 
way across cities, pull up 
electronic tickets, purchase 

items, monitor our health and of 
course, stay connected with friends 
and family on our smartphones. It’s  
one of those innovations that later 
makes us think, “just how did I  
ever function without it?” 

Much like smartphones 
revolutionised our personal lives, 
augmented analytics is on the cusp 
of becoming the business world’s 
next big evolution. 

Understanding the future

Augmented analytics was identified 
by Gartner as the number one 
top trend for data and analytics 
technology in 2019, and market 
leaders are already starting to invest 
in this burgeoning industry. 

SAP recently acquired augmented 
people analytics company  
Qualtrics for $8bn, shelling out  
a price equivalent to over 20x  
the company’s current revenue.  
A newcomer to the game, Denver 
based start-up, Nodin, raised $5m 
in funding this past March, a month 
before even launching its platform.   

But just what is augmented  
analytics and what makes it such  
a hot new trend? 
 
Data or die

Companies are now being forced 
to use their own data to build 
better products and reach their 
target audiences. In today’s fast-
paced business world, data-driven 
decisions are no longer a nice-to-
have, they’re a necessity to stay 
competitive and on top of  
market volatility. 

Natan Pollack - Co-founder, Aerialscoop, Amsterdam

THE NEXT MAJOR DISRUPTOR 
TO OUR BUSINESS DECISIONS: 
AUGMENTED ANALYTICS

Major players from Booking.com  
to PepsiCo are relying on teams  
of data analysts to collect, clean 
and analyse the surge of data  
now being generated. SMEs are  
also leveraging their data to gain  
a competitive advantage in a sea  
of new competitors popping up  
every day. 

The problem is that data analysts  
are not only scarce in number, 
they’re also extremely expensive, 
especially for SMEs. 

Even for companies that do  
have data scientists on board,  
the sheer volume of the data we’re 
now collecting through various 
platforms and tools, means that they 
actually spend more of their time on 
activities like data preparation and 
visualisation, leaving less time for 
actual analysis. 

Augmented analytics harnesses  
the power of AI and machine 
learning to cut out the arduous  
tasks of processing, aggregating 
and visualising data. 

You may think, “just how significant 
can automating these tasks be for 
businesses?” Here are three major 
ways this service will disrupt the 
business world: 

1.  We’re in a data race – the 
winner takes the money

With most businesses adopting 
artificial decision-making 
capabilities, we’re now in a race  
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to see who can make the faster, 
better business decisions. Our 
businesses are like data-guzzling 
V12 engines that need data to fuel 
growth. Automating this process and 
using augmented analytics to spot 
growth opportunities in your data, 
before your competitors, means you 
win the race. 

2.  Brings together  
the whole picture

At the moment, most company’s 
data lives on several different 
platforms – isolated. Not only  
is this inefficient, it also blocks 
businesses from making informed 
decisions. We shouldn’t be looking 
at how each part of the engine  
works separately, but how it all  
works together. 

Having data points integrated in 
a rapid reporting system such as 
Aerialscoop or DataBox, allows you 
to track the entire customer journey 
on one platform, all the way from 
lead generation until earning your 
first Rand from the client. 

It also allows for better cohesion and 
collaboration across the organisation. 
It’s not just ‘how is my marketing 
team doing on their KPIs?’, but ‘how 
are the marketing team’s results 
directly impacting my revenue 
growth and retention rates.’ 

3.  Democratises data 
analytics

Meanwhile, for smaller companies 
that don’t have the means to hire 
a team of data scientists (currently 
the global average salary is R1.3m), 
augmented analytics will make 
data-driven insights accessible to 
the masses. This is expected to be 
a major wave of development of the 
next five years.

This opens doors for SMEs to 
accelerate their growth at an 
exponential rate across departments. 
If there was ever a time that smaller, 
more nimble start-ups were able to 
pose a real threat to major companies, 
the democratisation of data analytics 
ought to be the catalyst. 

The good news is you are not too 
late to take advantage. We are still at 
the emerging days of the disruption. 
There are already a number of 
solutions in the market that can help 
you work with your data better and 
they are being adopted rapidly.  
The key to your success is not to  
wait until data-driven decisions are 
‘main-stream’, as unlike previous tech 
trends trying to play catch-up on this 
one may not be so simple! SW

“Much like 
smartphones 
revolutionised 
our personal lives, 
augmented analytics 
is on the cusp 
of becoming the 
business world’s next 
big evolution.”

Aerialscoop was recently listed in the European DeepTech 
Landscape as one of the most promising big data and data 
analytics startups in Europe.
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A rthur Goldstuck is a 
household name in South 
African journalism having 

begun his career at the Sunday 
Times in the early 1980s. He is widely 
considered the doyen of technology 
reporting locally and is an expert 
on all things digital. He was recently 
appointed Chair of the Sasfin Digital 

Advisory Council and is the author of 
several books. In this wide-ranging 
interview, we hear Arthur’s take 
on the implications of the fourth 
industrial revolution and get a sense 
of what it was like to rub shoulders 
with industry leaders such as Michael 
Dell, Founder of Dell Technologies 
and Reed Hastings, CEO of Netflix.

BS: Tell us a little bit about your 
upbringing – where did you grow up 
and how did you initially develop an 
interest in technology?

AG: I grew up in Trompsburg  
in the southern Free State, which 
came close to meeting the definition 
of “middle of nowhere”. The one 
respite from the isolation of the 
town – physically and spiritually – 
was the small public library, which 
had one shelf of science fiction 
novels. I read them all before I got 
to high school and they gave me 
a burning desire to be part of that 
science fiction future. I went to 
boarding school in Bloemfontein, 
which was equally isolating and 
escaped both as soon as I could, 
going to Wits University and living  
in Johannesburg ever since. 

In those days, computers were 
as close to science fiction as the 
real world got and I took every 
opportunity I could to find out what 
people were doing with computers. 
That became one of the pillars of my 
journalistic career, along with writing 
about music and popular culture. 
When the internet arrived, I was 
ready for it, wrote a book about it 
and never looked back.

BS: In your experience – how 
serious a threat is the fourth 
industrial revolution to local 
unemployment?

AG: The fourth industrial revolution 
is both threat and opportunity. It is 
a massive threat to those who want 

Q&A WITH ARTHUR GOLDSTUCK 

Arthur Goldstuck - Journalist
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“...we will see a 
massive shortage 
of skills in robotics, 
cybersecurity and 
artificial intelligence. 
Granted, these are 
far higher-level jobs 
than manual labour, 
but you can instantly 
see what the equation 
looks like and where 
we need to prepare as 
a society, as a country 
and as industries.”

I remember playing Pong, very 
slowly. That was the game that kick-
started the video game industry. I 
then had a close relationship with 
a Pucman (these days remembered 
only as Pacman) arcade game 
machine that was installed at the 
Men’s Residence at Wits. I was one 
of the Res champions, but it also 
cost me an extra year at university. 

When I began to work at the Sunday 
Times in the early 1980s, it was 
a pioneer in the use of the Atex 
computer editing system designed 
by The Times of London. I took to it 
like a duck to water. I finally bought 
my first PC, an ICL machine with an 
Intel XT processor, monochrome 
monitor and no hard drive, but dual 
disk drives. I upgraded it a year 
later with a 20MB hard drive. When 
I began to work for the Weekly Mail 
in the late 1980s, they were the first 
publication in the country to use 
true desktop publishing and I got to 
know Apple Mac computers for the 
first time. 

The biggest breakthrough came  
not with my first multimedia 
computer with colour display in 
1992, but a year later, when I was 
sent a software package called TS-
Online to review. I’d been wanting to 
try this online concept, so to test the 
software, I bought my first modem, 
a 14.4kbps unit, which I eventually 
swapped with the Madam & Eve 
team for three originals of their 
cartoons. I still have the cartoons. 
The modem is probably buried in  
a landfill somewhere. >

to hold back the future and want to 
hold onto jobs rooted in the needs 
of the past, especially in mining and 
manufacture. Where automation, 
robotics and machine learning will 
eventually replace most routine 
manual labour, we will see large 
scale job destruction. 

However, at the very same time,  
we will see a massive shortage  
of skills in robotics, cybersecurity  
and Artificial Intelligence (AI). 
Granted, these are far higher-level 
jobs than manual labour, but you can 
instantly see what the equation looks 
like and where we need to prepare 
as a society, as a country and as 
industries. It has been obvious 
for much of this decade that the 
education system must change  
to prepare us for this future, but  
all we still see is people paying  
lip service to the concept.

BS: Tell us about the first time you 
ever handled a PC, cellular phone, 
laptop and tablet (in that order).

AG: The first computer I ever saw 
was through the door of a room in 
the Computer Science department 
at Wits University. I was majoring in 
English and didn’t have access to 
the room itself. I could merely gaze 
longingly at the computers with true 
pioneers sitting behind them.  
The first computer I touched was 
one of those home PC kits that ran 
off a cassette tape and used a black 
and white TV monitor for its display.  
I think it was either an Acorn Atom  
or a Radio Shack TRS-80. 
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BS: I believe you recently 
interviewed Michael Dell, one of the 
greatest tech innovators of all time. 
Tell us about that experience.

AG: The most remarkable thing 
about the interview was just how 
unremarkable it was. Not from 
the point of view that he wasn’t 
impressive, but rather that someone 
who didn’t know who he was would 
take him for a regular guy doing 
regular things. 

He is almost the direct opposite 
of what you would expect from 
someone running a $90bn-revenue 
company. There is no arrogance, he 
has no airs and little obvious ego. He 
engages honestly and sincerely. That 
struck me as remarkable, as much as 
it is what one would hope for. He 
was also willing to pose for a selfie, 
but seemed uncomfortable and I 
felt I was pushing my luck there, so 
haven’t made too much of that pic. 

The truth is that I never, ever take 
selfies, but meeting him was a 
significant enough moment to 
persuade me to break my own rule.

BS: Steak or seafood? 

AG: I prefer linefish and sushi to 
steak, but lamb is my favourite, 
followed closely by single malt 
whisky. 

BS: Many of us know Virtual Reality 
(VR) and by extension AI, colloquially 
as something experiential. How 
close are we to engaging these 
technologies in our day to day lives?  

AG: We are still a long way off. 
I’ve been following VR for well over 
20 years and tried out the first, 
massive VR rig that was brought 
to South Africa by holographic 

pioneer Don Searll in the mid-1990s. 
One stepped into a platform and 
strapped things on. Even then, the 
promise seemed massive, but the 
experience underwhelming. Today, 
we can slip the devices over our 
heads and walk around with them, 
but the experience remains a pale 
approximation of reality. 

Both computing power and 
display technology still needs to 
advance several generations for 

Ratmir Timashev, co-founder of Veeam, in Miami

it to replicate reality convincingly. 
Augmented Reality, or AR, is much 
closer to true mainstream, but 
mostly in training and maintenance 
procedures.

BS: Who is the greatest living  
South African and why?

AG: I wouldn’t give that accolade 
to anyone. The only person I  
believe ever deserved it was  
Nelson Mandela.
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“Both computing power 
and display technology 
still needs to advance 
several generations 
for it to replicate reality 
convincingly.”

Ntombozuko “Soso” Motloung, grew up in the Eastern Cape without 
running water or electricity, and now runs the Cisco Academy in  
South Africa, interviewed at Cisco Live in Barcelona.

Reed Hastings, CEO and co-founder, Netflix, in Los Angeles.

BS: What is the greatest investment 
you have ever made?

AG: Two bottles of Glenfiddich 
Snow Phoenix at Duty Free.

BS: Tell us about some of the  
more notorious incidences of 
corporates’ failure to innovate,  
such as Kodak? Could any of  
these have been averted? 

AG: Such disasters could only have 
been averted with the benefit of 
clairvoyance. However, by having a 
long-term vision, rather than being 
focused on quarterly profits or 
current market share, companies 
like Kodak, Blockbuster, Nokia and 
BlackBerry could have avoided 
being Ubered the way they were. 

Today, we see telecoms operators 
trying to hold onto their profit 
models of yesteryear, based 
on models built around voice 
communications, when the market 
has already shifted its behaviour 
to data and based on extracting 
revenue from customers in a manner 
that is the opposite of consumer-
friendly. It is this anti-consumer 
attitude that has the potential 
of turning many of them into the 
Blockbusters of tomorrow. >
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BS: You have attended all the major 
global technology shows for many 
years. What are some of the key 
insights you have seen in terms of 
the future of robotics and industry? 

AG: The most significant insights 
have been that the impact 
of humanoid robots is vastly 
overstated, and the impact of 
Artificial Intelligence and big data 
vastly underestimated. As a picture 
of the future unfolds from all these 
events, it is clear the technology 
to which we will be exposed a 
decade from now will be almost 
unrecognisable, viewed from today’s 
perspective. This further tells me 
that governments, businesses and 
educational institutions are woefully 
unprepared for the future, as they 
tend to hold onto the way things 
were done 20 years ago and even  
50 years ago. 

Businesses that are on top of the 
shift and have an open mindset to 
leverage new capabilities where they 
are relevant to the business – and 
to customers – rather than for the 
sake of technology, will dramatically 
outperform businesses that stick to 
the old ways. 

Another key insight is that each 
of us will have a different future, 
based on the technology we 
can afford and the level of 
technological engagement with 
which we’re comfortable. Businesses 
that are agile enough to engage 
with consumers based on that 
understanding will have a massive 
advantage.

BS: What is your favourite holiday 
destination and why?

New York is my favourite city in the 
world to visit and walk, because 
it is such a fascinating and ever-
changing pageant of people, 
cultures and the arts (but one of 
the worst airports in the world, 
given that it is the gateway to the 
USA). Tel Aviv is my favourite city 
for the fascinating melding of 
popular culture and technology 
start-up culture in a city that always 
has a buzz, in a way that Silicon 
Valley, for example, simply does 
not. Umhlanga is my winter happy 
place for sheer relaxation in a 
wonderful climate. Barcelona is my 
favourite conference and expo city 
for its authenticity and vast range 
of things to do when done with 
walking the floors. Singapore is 
my favourite city for its vision of a 
future architecture and Tokyo for  
its vision of a future society. In 
short, there cannot be only one 
favourite destination.

BS: Do you believe the tech 
valuations on the Nasdaq are 
sustainable? Might we encounter 
another tech stock crash akin to  
the late 1990s?

AG: Some tech valuations are fair, 
others are inflated, but it is unlikely 
this will cause a crash. It is more 
likely that the trade war politics of 
the Trump administration could have 
a domino effect that will lead to one 
tech stock after another crashing 
and finally playing itself out in a 
crash, or even a long decline.

BS: Chrome or Internet Explorer?

AG: Chrome by a long shot, 
although I’m ready for the next big 
(or small) browser, as Chrome is 
becoming clunky too.

BS: Sasfin recently established its 
first Digital Advisory Council, which 
you chair. What is the vision for the 
Council and how will it achieve its 
day to day objectives?

I see the Digital Advisory Council 
as an independent think tank that 
will decipher the fintech present 
and future, providing a clear 
understanding of the impact being 
made by digitalisation and fintech 
today and the exponential change 
they will bring tomorrow.  My role 
will be, partly, to curate the wide 
spectrum of digitalisation and 
fintech knowledge and insight that 
the members bring to the Digital 
Advisory Council and help create 
scenarios that businesses  
and policy makers may use to 
navigate the future – both inside  
and outside Sasfin.

“Another key insight  
is that each of us will  
have a different future, 
based on the technology 
we can afford and the 
level of technological 
engagement with which 
we’re comfortable.” 
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BS: How do you relax in your  
spare time? 

AG: I love watching soccer (or 
football, as the British insist), visiting 
foreign destinations (but not getting 
there), listening to music, exploring 
the future and bingeing on science 
fiction series on Netflix. Relaxing 
with my family is the greatest 
pleasure of all.

BS: Google or Bing?

AG: Google, but I do use Bing for 
some features where it is stronger.

BS: What advice do you have 
for young tech entrepreneurs or 
young IT graduates looking to grow 
themselves in the digital space?

AG: Always be open to new 
thinking. The greatest drawback  
of young entrepreneurs is that  
they are so certain of their thinking, 
that they become close-minded 
and won’t entertain contrary ideas, 
opinions or visions. Yet, that is 
crucial to the agility they will need 
to cope with the rapid pace of 
acceleration of technology change. 
When someone tells me they 
will, for example, “never change 
from Apple”, I know that they are 
closed-minded about technology. 
I seldom hear that from older 
entrepreneurs. 

Always be curious. Always ask  
not only “what if?”, but also  
“what next?”.

Never be complacent. No matter 
your age or the stage of your 
career, there is always another 
mountain to climb, a further vision 
to pursue, more knowledge to 
attain and more wisdom to gain.

BS: Apple or Samsung?

AG: Huawei. Its new P30 Pro is 
by far the best handset I’ve ever 
used. However, if Huawei fails 
to persuade the US to let it use 
Google technology and has to 
drop both Android and the Google 
Apps from future models on the 
basis of current technology, I would 
opt for Samsung. The Galaxy S10+ 
is a superior device to anything in 
the iPhone X range. For its time, 
however, my best phones ever were 
the Nokia 6310i and the Samsung 
Galaxy S4. SW

Leonida Mutuku from Nairobi, founder of the Intelipro financial analytics 
platform in Kenya, interviewed in Barcelona, at VMworld.

“Always be curious. 
Always ask not only 
“what if?”, but also 
“what next?” 
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war between the US and China, 
underneath there is a growing  
power play for global superiority  
on the world stage over the next  
few decades. It is clear that these 
two major economic powers have 
very different political systems, 
social cultures and beliefs. In the 
past, each has handled conflict in 
very different ways as was seen 
during the Cold War and current 
Northern Korean conflict. The US 
has tended to use hard power to 
exert influence, while China has 
used soft power mainly through 
development. The US is becoming 
more nationalistic, while China is 
becoming increasingly multinational. 

Withstanding the tariffs

The trade war is an incremental 
escalation and widening of the 
base of trade tariffs on each other’s 
traded goods. It refers to an 
escalation of trade tension between 
the US and China, instigated by the 
US and retaliated by China. The 
rising tensions have been over the 
imposition of higher trade tariffs 
across a widening base of traded 
goods by the US on China and  
a response from China, though  
more muted.

US has imposed higher trade tariffs 
on $253bn of Chinese imports while 
China has imposed higher tariffs on 
$110bn of US imports.

In 2018, higher tariffs were imposed 
on $253bn of US imports from China 
and additional tariffs have been 
threatened on $267bn of US imports 
from China. By contrast, China has 
imposed higher tariffs on $110bn 
of goods imported from the US 

multilateral organisations involved 
in trade and globally cooperative 
institutions such as the United 
Nations, NATO and the Paris Climate 
Accord. The US is now attempting 
to recreate numerous bilateral 
agreements with other smaller 
partners where it has superior 
bargaining power due to the size  
of its economy. While this approach 
might yield moderate trade benefits 
from Canada and Mexico, it does 
not yield the same benefits when 
demanded, against China or Europe.

While deteriorating relations are 
superficially being playing out in 
the form of an escalating trade 

T he much spoken about trade 
war between the US and 
China is one component of 

an altogether broader confrontation 
in the relationship between the two 
largest economies in the world. The 
relationship has been deteriorating 
more quickly over the past 10 years 
and has taken on greater intensity 
since US President Trump took office.

The US and China relationship is 
undergoing a transformation from 
an essentially mutually beneficial one 
to an increasingly confrontational 
engagement. 

The US now seems to view the 
rapid growth and progress in 
China as a threat because of its 
size, trading power, and rapid and 
often contentious, adoption of 
global intellectual property. China 
has been actively extending its 
influence in the Emerging Market 
and Developing Economies (EMDEs) 
through infrastructural development 
and cooperative aid. 

Shifting of power  
and perception

China is actively reforming and 
transforming its economy, and 
in doing so has massively added 
to global growth since 2000. 
By contrast, the US economy is 
developing imbalances which  
are eroding its output potential 
growth. Furthermore, the US’s 
physical influence around the world 
has been diminishing because the 
US administration no longer has 
the fiscal power to be ‘policemen 
of the world’. To reinforce this 
trend, the Trump administration has 
actively sought to disengage from 

Trade Wars – into the future? 

Mike Haworth - Investment Strategist 

GLOBAL  
MACRO REVIEW

“While deteriorating 
relations are 
superficially being 
playing out in the 
form of an escalating 
trade war between 
the US and China, 
underneath there is a 
growing power play 
for global superiority 
on the world stage 
over the next few 
decades.”
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and threatened further qualitative 
measures that would affect US 
businesses operating in China.

In 2018, the US goods trade deficit 
with China rose to $419.2bn with US 
exports to China shrinking 7.4% to 
$120.3bn and US imports from China 
rising 6.7% to $539.5bn. The largest 
good categories within US imports 
from China were computers and 
accessories, cell phones, apparel 
and footwear – whereas China’s 
largest good imports from the US 
were commercial aircraft, soybeans 
and vehicles. The US services trade 
surplus with China was $40.5bn  
in 2018.

Where are we headed

The escalation phase of the trade 
war was from January to July 2018. 
The current position has been 
in place since July 2018, with the 
US threatening to escalate trade 
tariffs to 25% on a further $267bn 
of Chinese imports. In November 
2018, the US initiated a 90-day 
trade moratorium on further tariff 
escalations. From March 2019, 
this trade moratorium has been 
indefinitely extended while the two 
sides engage in numerous rounds of 
trade negotiations.

China has offered to buy a reported 
$1.2tn in additional US products 
over the next six years in a deal 
that aimed at easing each side’s 
tariffs, ushering in changes to 
China’s state-led economic model 
and would include tough new 
enforcement mechanisms. If this 
offer was incorporated in a trade 
deal with the economy at or close 
to full employment, US farms and 
factories would have a limited ability 
to sharply increase output to meet a 
surge in Chinese orders. >

GLOBAL MACRO REVIEW

Continued
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China has been buying US  
Treasuries with its USD generated 
from its trade surplus with the US 
and is now the largest lender to 
the US government – Japan is the 
second largest. As of February 2019, 
the US debt to Mainland China was 
$1.18tn. If Hong Kong and Taiwan 
are included in this, then the debt 
rises to $1.54tn which is 25% of the 
total public debt owned by foreign 
countries.

South Africa-China trade 
and investment base

The relationship between China 
and South Africa extends across 
diplomatic, trade and investment 
ties. The diplomatic relationship 

between China and South Africa 
has been in place for the past  
21 years, but in 2010, the Chinese 
government upgraded South Africa 
to the diplomatic status of strategic 
comprehensive partner, signalling 
its intention to take a more active 
role in its relationship with South 
Africa. South Africa has been 
China’s largest trading partner in 
Africa for eight consecutive years, 
accounting for a quarter to a third 
of China-Africa overall trade.  
South Africa aims to promote 
investment-led trade.

The BRICS relationship, of  
which China and South Africa  
are part, is about liberalising  
trade among this bloc and  

GLOBAL MACRO REVIEW

Continued

“South Africa has been 
China’s largest trading 
partner in Africa for 
eight consecutive 
years, accounting for 
a quarter to a third of 
China-Africa overall 
trade. South Africa 
aims to promote 
investment-led trade.”
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pushing for a more representative 
global order in diplomacy and  
trade. At the BRICS Summit in  
mid-July 2018, President Jinping 
pledged $14.7bn of investments  
in South Africa. Few details of  
these pledges are available,  
but Chinese banks have lent a 
combined $2.8bn to parastatals 
Eskom and Transnet, according  
to a Reuters report.

China has a long-term global 
development strategy which is 
likely to continue regardless of the 
outcome of the current phase of 
the US-China tangled relationship. 
China is expected to continue 
to invest directly and give aid to 
South Africa, given its resource-

rich base and its important role in 
sub-Saharan African market. If an 
all-out trade war was to develop, it 
is likely that China would reinforce 
its trade and investment ties with 
its BRICS partners and would more 
urgently expand its investment 
base in South Africa. One of the key 
issues impacting direct investment 
in new production and existing 
businesses is South Africa’s racial 
empowerment quotas regarding 
investment, ownership, mining 
rights, management, staffing and 
procurement.

The current trade war has had a 
limited impact on South Africa’s 
trade with China, given the mix 
of key product categories which 
dominate imports and exports. In 
the event of a trade truce or a trade 
deal, South Africa will benefit along 
with the rest of the world, due to 
the improved sentiment around 
global trade. In the event of an 
all-out trade war, base and carbon 
steel commodity prices are likely  
to come under downward pressure 
in the short and medium term,  
which would erode the value of 
South Africa’s exports.

The most likely outcome of the 
current US-China trade negotiations 
is truce, which amounts to a trade 
deal long on form and short on 
substance. The global equity 
markets are likely to respond 
positively to this outcome in the 
short term. The deal is unlikely 
to be comprehensive, and the 
policing of intellectual property and 

cybersecurity issues are expected to 
remain unresolved, which suggests 
further trade disagreements are 
likely in the medium term. 

The relationship confrontation 
between the US and China is far 
deeper than just trade, and this is 
due to the growing global power 
and influence of China, and the US 
sees this as a threat to its global 
power position. In the short term a 
trade deal between the two largest 
economies in the world is good for 
global trade, market sentiment and 
confidence in global growth. On this 
basis, we still see stronger real GDP 
growth in advanced economies and 
large EMDEs than in South Africa in 
the medium term.

A trade deal would improve the 
global outlook while the South 
African investment outlook remains 
structurally constrained by its 
empowerment policies, tighter 
labour legislation framework, 
protectionist trade unions, 
necessary fiscal consolidation and 
badly under-performing State-
owned Companies, which are 
undermining economic stability 
and expansion. The South African 
equity market has substantial 
exposure to metal commodity 
producers, companies with 
international subsidiaries growing 
in faster economies than in South 
Africa and multinational dual-listed 
companies. At this point, we remain 
overweight to the aforementioned 
groups of listed companies with 
international exposure. SW

GLOBAL MACRO REVIEW

Continued

“The relationship 
confrontation 
between the US and 
China is far deeper 
than just trade, and 
this is due to the 
growing global power 
and influence of 
China, and the US sees 
this as a threat to its 
global power position.”



BACK TO CONTENTS PAGE 27

T he South African healthcare 
environment is complex and 
changing. On the scheme 

benefit front key concerns are the 
escalating cost of contributions, 
inadequate benefits and a confusing 
range and depth of services covered. 
In combination, this translates into 
higher out-of-pocket expenditure 
by beneficiaries and makes trying to 
compare the various Medical Scheme 
options difficult to understand. These 
features are likely to continue, as 
South Africa finds its way towards 
National Health Insurance (NHI). 

Key Medical Scheme trends 

In the open scheme industry, the 
sustainability of the top 10 larger 
schemes has improved since 2006. 
This means that the industry has 
become stronger and has sufficient 
reserves to meet commitments. 
The scheme sustainability analysis 
considers a combination of critical 
factors such as the size of the 
scheme, membership growth,  
the change in the average age  
of beneficiaries, operating results, 
accumulated funds and solvency 
trends relative to the statutory 
requirements.

Despite the decrease in the  
number of Medical Schemes,  
due to amalgamations amongst  
the smaller less sustainable schemes,  
the industry has grown by 1.47 million 
principle members and 2.28 million 
beneficiaries since 2000. However, 
during the last couple of years, these 
numbers have virtually flat-lined.

The average age of open scheme 
beneficiaries increased to 34.9  
years at the end of 2017 (2016:  
34.0 years), with the pensioner ratio 
rising to 10.0% (2016: 9.2%). This 
trend is indicative of the industry’s 

claim profile and is one reason why 
members’ contributions increase in 
excess of CPI. For each year a scheme 
ages, the expected increase in 
average claims is 2%. Other reasons 
influencing contributions can be 
attributed to provider fee increases, 
increasing hospital admissions and 
rising disease burden.

Going forward, the Medical 
Scheme environment will indeed 
face challenges with the continued 
consolidation of schemes during the 
transitional period leading up to the 
full implementation of the National 
Health Insurance (NHI).  

NHI Developments 

During 2018 we witnessed the 
publication for consideration of the 
NHI Bill and the preliminary Medical 
Schemes Amendment Bill (MSAB).  
At the heart of SA’s healthcare system 
and serving 84% of the population, is 
a public sector struggling to function. 
Essentially, NHI is a health financing 
system designed to pool risk and 
funds, and administer healthcare 
services for all South Africans so that 
equality can be achieved. It also aims 
to strengthen the under-resourced 
and strained public sector to improve 
performance as a whole. 

Charleen Rix - Head of Healthcare Consulting, Sasfin Wealth

HEALTHCARE CONSULTANTS  
IN TODAY’S EVOLVING  
HEALTHCARE LANDSCAPE
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The prevailing narrative is that 
NHI, as a key healthcare topic, 
will progressively become more 
dominant led by uncertainty and 
the attendant risks of indecision – 
the main characteristics of which 
are outlined as per the infographic 
above. Beneficiaries will also be 
faced with many messages around 
the future of healthcare, some of 
which may be confusing with stories 
and opinion pieces. 

The general consensus is that the 
goal of universal healthcare will 
require strong partnerships between 
public and private shareholders, 
whilst creative solutions are sought. 
Leveraging off the best from the 
public and private sector will provide 
opportunity to significantly improve 
healthcare access and affordability 
in the country. In the meantime, 
and while the NHI remains a work 
in progress in terms of policy and 
planning, nothing changes as it 
relates to Medical Schemes.

HEALTHCARE CONSULTANTS IN TODAY’S  
EVOLVING HEALTHCARE LANDSCAPE 

Continued

Bridging the Gap  

As alluded to earlier, out-of-pocket 
medical expenses have become 
the norm and because of this, the 
option available is that Medical 
Scheme members can lessen the 
burden by purchasing Gap cover 
insurance that provides cover for 
shortfalls resulting in hospital 
related bills.

All Medical Scheme members face 
the problem, when hospitalised, 
that surgeons and other specialists 
frequently charge more than the 
amount covered by their Medical 
Scheme. When this occurs, 
members become liable to pay 
the shortfall. To ensure peace of 
mind, the solution is for members 
to insure themselves against 
the deficit through a relatively 
inexpensive Gap Insurance Policy, 
which extends cover of up to 500% 
of the Medical Scheme tariff.  

With an increase of members being 
diagnosed with cancer, coupled 
with a significant increase in the 
cost of this treatment, members are 
experiencing shortfalls concerning 
their oncology benefits. Depending 
on the policy selected, members are 
covered when they have exhausted 
their oncology limit and are exposed 
to co-payments or deductibles, 
which includes both traditional and 
biological cancer drugs. >

“To ensure peace of 
mind, the solution is 
for members to insure 
themselves against 
the deficit through a 
relatively inexpensive 
Gap Insurance Policy, 
which extends cover 
of up to 500% of the 
Medical Scheme tariff.”

Coexisting Medical Scheme and private health environment

•  Health system strengthening 
initiatives

• NHI pilots in select districts

•  Focus on the vulnerable  
and priority projects

•  Health system strengthening
•  Formulation of legislation

•  Continuation of health system 
strengthening activities

•  Mobilisation of additional  
resources as approved by cabinet

•  Selective voluntary contracting

Phase 1
2012 - 2017

Phase 2
2017 - 2022

Phase 3
2022 - 2026

NHI - process and policy objectives remain unclear
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HEALTHCARE CONSULTANTS IN TODAY’S  
EVOLVING HEALTHCARE LANDSCAPE 

Continued

Why choose an independent 
healthcare broker?  

Navigating the current system 
as a consumer can be extremely 
complicated and as this won’t 
change under the new proposed 
legislation, we believe, more than 
ever, people will need professional 
advice in order to make informed 
decisions on their healthcare 
requirements. Unless this process 
is carefully managed and properly 
coordinated, administrative 
difficulties and increased frustration 
will be unavoidable. 

In this regard, our business model 
is to assist both individuals and 
employer groups with their 

healthcare strategies, and to 
provide ongoing consulting to 
ensure the plan adopted remains 
current and relevant. In addition 
to analysing the financial viability 
of all the major schemes, we also 
undertake the important task of 
comparing their benefit options.  
A blend of size and staff skills 
places us in the unique position  
to be able to match our resources 
and expertise to the needs of  
our clients. 

It is this boutique service-
offering that is regarded as a key 
differentiator linked to a diverse 
client base of both private and 
state-owned entities. With over  
20 years’ experience in the  

medical healthcare industry  
and being contracted to all the 
leading Medical Schemes, we 
are suitably equipped to provide 
impartial advice. 

Organisations need to strive to be 
employers of choice and offer their 
employees competitive and relevant 
healthcare benefits. Members for  
their part, are faced with a vast 
range of healthcare benefit options 
and making the appropriate 
decision can be overwhelming.  
As consultants, our role is to ensure 
that both employers and members 
get independent professional 
advice. Our approach is that of  
a holistic healthcare management 
offering. SW

If you would like more information, please contact:
Deon Steyn | 011 531 9200 | deon.steyn@sasfin.com
Mohammed Jajbhay | 011 531 9128 | mohammed.jajbhay@sasfin.com
Zanele Matipwili | 011 531 9150 | zanele.matipwili@sasfin.com

Source:  
•  Council for Medical Schemes  

Annual Reports (2000 to 2017)
•  Audited Annual Financial Statements of 

Medical Schemes
•  Courtesy Discovery Health
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Market Cap (USD bn) 49.2

Price (USD) 102.74

1-year return 24.5%

YTD return 20.1%

52-wk high (USD) 103.97

52-wk low (USD) 78.90

Forward P/E (x) 28.3

Dividend yield 0.6%

Updated: 16 May 2019

the ability of bacteria to produce 
essential proteins, which prevents the 
bacteria from growing and increasing 
in numbers. McKeen discovered that 
Oxytetracycline could also be used 
to treat several infections in livestock, 
which are transmitted by ticks, lice, 
fleas and mites.

In 1988, the division was renamed 
Pfizer Animal Health. A number of 
acquisitions soon followed, which 
dramatically increased the division’s 
markets, product offering and the 
geographies it operated in. The 
first of these acquisitions took place 
in 1995 when GlaxoSmithKline’s 
Norden Laboratories was acquired, 
providing exposure to smaller 
animal care, such as domestic 
pets. Pharmacia Corporation, a 
global provider of animal health 
products, diagnostics and specialty 
products, was acquired in 2003 
for US$ 60bn in stock options. 
Between 2007 and 2011, the 
company acquired numerous animal 
health care companies – Embrex, 
Catapult Genetics, Bovigen, 
Wyeth, Fort Dodge Animal Health, 
Vetnex Animal Health, Synbiotics 
Corporation, Microtek, King 
Pharmaceuticals and Alpharma. >

Feeding the beast(s) 

Zoetis discovers, develops 
and manufactures medicines, 
vaccines and diagnostic 

equipment for livestock (chickens, 
pigs and cattle) and pets (dogs, 
cats and horses). About 55% of 
the company’s revenue is derived 
from the livestock segment, with 
the remainder coming from the 
faster-growing and higher-margin 
companion animal (pet) division. 
Its customer base consists of 
veterinarians, livestock farmers 
and pet owners. The business was 
formerly the animal health unit 
of Pfizer prior to its initial public 
offering (IPO) on 1 February 2013. 

Zoetis’ roots can be traced back 
to the 1950s, when the effective 
use of Oxytetracycline in livestock 
was discovered by John McKeen, 
a chemical engineer with Pfizer. 
Oxytetracycline is an antibiotic 
that is primarily used to treat acne, 
as well as a number of bacterial 
infections, including chest infections 
such as bronchitis and pneumonia, 
mouth infections and some 
sexually-transmitted infections. 
Oxytetracycline interferes with 

ZOETIS – THE STORY BEHIND  
THE COMPANY

Nicholas Dakin - Equity Analyst

“Zoetis’ roots can 
be traced back to 
the 1950s, when 
the effective use 
of Oxytetracycline 
in livestock was 
discovered by John 
McKeen, a chemical 
engineer with Pfizer.”

Oxy daily face wash
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lack of generic competition  
in the space, animal drug  
makers hold significant pricing 
power. On the human health 
side, firms are traditionally at  
the mercy of government  
payers or large managed-care 
firms which have more power  
to force generic utilisation  
and minimise price increases 
(or even reduce prices in some 
cases). In contrast, animal health 
products are purchased by a 
fragmented customer base 
of farmers, veterinarians and 
pet owners, allowing very little 
bargaining power. 

Pricing power is further 
strengthened by the fact that pet 
owners from all income levels 
are willing to spend as much as it 
takes to heal their beloved animals 
regardless of the state of the 
economy. US pet industry revenue 
has shown growth even during times 
of economic trouble, including 
the recent Global Financial Crisis. 
According to Time Magazine (2011), 
7 in 10 US dog owners said that 
economic ups and downs have no 
effect on their dog care spending. 
Furthermore, pet health expenditure 
has risen at an even faster rate than 
human healthcare historically.

Healthy livestock,  
healthy profits 

Zoetis operates in the highly-
attractive animal health industry 
which, from an investment 
perspective, has been difficult to 
gain direct exposure to, as these 
businesses are often found within 
the larger human healthcare 
companies (E.g. Merck, Novartis 
and Bayer). The industry possesses 
several desirable characteristics, 
including the following:
•  Strong pricing power: Due to 

the fragmented and cash-pay 
customer base, as well as the 

ZOETIS – THE STORY BEHIND THE COMPANY

Continued
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•  Strong companion animals  
market growth: Pet ownership 
and spending per pet is 
increasing globally, especially  
in emerging markets. According 
to the American Pet Products 
Association, 68% of US 
households own a pet (over  
85 million homes and 300 million 
pets) as of 2018. The growth in 
the market is being driven by  
the following factors: 
Humanisation: Companion 
animals are increasingly viewed 
as family members and people, 
which is drastically increasing 
owners’ willingness to spend on 
pet healthcare. Research shows 
that 95% of Americans consider 
their pet to be a member of the 
family, up from 88% in 2007. 
Favourable demographics: Baby 
boomers (32% of pets owned – 
born between 1946 and 1964) are 
replacing their kids with pets. In 
almost all spending categories, 
spending declines once a person 
reaches 55 years of age. But, in 

stark contrast, pet spending is 
actually peaking between the 
ages of 55 and 64. Millennials 
(62% of pets owned – born 
between 1985 and 2010) are 
regarded as the first generation 
to grow up thinking of pets more 
like humans than animals. They 

have embraced the pet-owning 
and pet-loving lifestyles to a far 
greater extent than previous 
generations.

The result of this is a large 
addressable market and an industry 
which continues to grow strongly. >

ZOETIS – THE STORY BEHIND THE COMPANY

Continued

Growth of US Pet  
Care Spending

Healthcare

Entertainment
Pets

Housing

Source: National Bureau for Economic 
Research, September 2016

Pet care spend includes pet purchases, 
medical supplies and veterinary services
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Cytopoint – itch (dermatology) medication Simparica – flea and tick medication

ZOETIS – THE STORY BEHIND THE COMPANY

Continued

Worldwide pet care market growth 
in 2017 and 2022*, by region

2017

2022*

Source: National Bureau for Economic 
Research, September 2016

Pet care spend includes pet purchases, 
medical supplies and veterinary services.

*Projected figures.
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Not only is Zoetis reaping the 
rewards of operating in an industry 
with attractive fundamentals, but 
the company itself also possesses 
a number of company-specific 
strengths and continues to position 
itself in the right areas, thereby 
ensuring long-term earnings growth 
in our opinion. 

Zoetis has a strong brand name and 
diverse product portfolio with over 
300 product lines across six product 
categories (vaccines, anti-infectives, 
parasiticides, medicated feed 
additives, animal health diagnostics 
and other pharmaceuticals). 
Although patents are not essential 
for maintaining a product in the 
animal health industry, at least 
20% of Zoetis’ revenue comes from 
products protected by patents, 

which allows it to charge a  
premium price and provides 
insulation from competition. 

A key competitive advantage of 
Zoetis’ scale as the leader in animal 
health, is that it allows the firm 
to use its own sales force, while 
smaller competitors are often 
forced to rely on relatively more 
expensive distributors. Because  
of the highly fragmented customer 
base, this sales force also provides 
the company with the ability to 
develop closer relationships with 
its customers. 

Zoetis’ animal diagnostics portfolio 
consists of more than 90 point-
of-care and laboratory diagnostic 
instruments and tests. In July 2018, 
it acquired Abaxis for $2bn, which 

boosts its presence in the  
faster-growing market for point- 
of-care veterinary diagnostics.

Finally, Zoetis’ dermatology 
franchise has been a clear driver  
of outperformance versus its  
peers. It is still positioned for 
strong growth, led by markets 
outside of the US.

In conclusion, this has and should 
continue to, result in Zoetis 
consistently trading at a premium 
valuation to the US market, with 
the share trading on a forward 
price-to-earnings (FPE) ratio of 
28.5x versus the market’s 16.5x FPE. 
It has also led to Zoetis’ share price 
comfortably outperforming the US 
market since the company’s listing 
in February 2013. SW

ZOETIS – THE STORY BEHIND THE COMPANY

Continued

Zoetis’ performance versus the  
S&P 500 since the company’s listing

Zoetis

S&P 500

Source: Factset, updated 16 May 2019
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BE LIKE TIGER 

Andrew Padoa - Portfolio Manager, Sasfin Wealth 

One of my biggest frustrations 
with the education system 
is that personal finance 

and investment management is not 
taught at school. It’s no wonder 
we make many poor financial 
decisions –  myself included. Most 
people learn personal finance 
from their parents, who learnt from 
their parents. But who is to say our 
parents got it right? Maybe they did, 
maybe they didn’t… 

The first story I would like to share 
is about a person I know who had a 
share portfolio that only consisted 
of R5m worth of Steinhoff shares in 
mid-2017. This person was 72 years 
old, still working and with no other 
investable assets I was aware of. 

I encouraged this person 
to consider diversifying the 
portfolio – not only within the 
sphere of shares, but to consider 
a diversified asset allocation 
approach. It struck me that this 
portfolio did not need to grow 
to R10m. The focus should be to 
preserve the R5m so that they 
could possibly stop working. 
This conversation happened in 
August 2017. However, this person 
decided to hold onto the Steinhoff 
shares. The Steinhoff disaster 
occurred early December 2017 
and the R5m portfolio became 
R800,000. Just before Christmas 
2017, this person decided to sell 
the Steinhoff shares and invest all 
the proceeds into Aspen. 
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“If it was the first round 
of the Masters and Tiger 
had the same shot, he 
may have played it a lot 
more aggressively and 
gone for the flag. If he 
got it wrong, he would 
have very little to lose. 
But on the last hole of 
the fourth round with a 
two-shot lead winning 
the Masters, Tiger had it 
all to lose and he played 
the sensible shot.”

BE LIKE TIGER 

Continued

Aspen shares have been under 
severe pressure for a few years  
now, and had a disastrous 2018 and 
early 2019. This person decided to 
sell out their Aspen position late 
March 2019 and move the money 
into cash. The value at the end was 
R200,000. A portfolio that started  
as R5m had become R200,000.  
This is a devastating outcome. 

Lesson learnt – never  
take a risk you don’t need  
to take.  

In April, Tiger Woods was on the 
18th hole on the final day of the 
Master’s where he played the 
perfect game of risk management. 

He was two shots ahead, struggled 
a bit with his approach to the green, 
as there was a tree in the way and 
ended up having a 30m odd pitch 
onto the green. He would need to 
hit the green and two putt in order 
to win the Masters. 

Tiger had two options – he could 
either hit the ball to the right of 
the flag, safely towards the middle 
of the green and two putt the ball 
into the hole. This would mean 
Tiger would bogey the last hole, 
but he would still win the Masters 
by one shot. Alternatively, he could 
get aggressive and aim directly 
for the pin and tap the ball in for a 
par and win by two shots. But if he 
misjudged this shot, he may have 
rolled the ball over the edge of 

the green and down the slope. His 
two-shot lead may have completely 
disappeared and a playoff with 
Brooks Koepka, Xander Schauffele 
and Dustin Johnson would become 
a reality. 

For those who didn’t watch, Tiger 
picked the first option, as the second 
option involved unnecessary risks, 
which he didn’t need to take. He hit 
it safely to the right of the flag, two 
putted it in and won the Masters. 

If it was the first round of the  
Masters and Tiger had the same 
shot, he may have played it a lot 
more aggressively and gone for  
the flag. If he got it wrong, he would 
have very little to lose. But on the 
last hole of the fourth round with a 
two-shot lead winning the Masters, 
Tiger had it all to lose and he played 
the sensible shot. 

If you have managed to accumulate 
substantial assets –  whether from 
selling your business, saving your 
whole life, or receiving share options 
from a listed company, you really  
are winning the financial ‘Masters’ 
and don’t need to take excessive 
risks. Focus on preserving your 
money and diversifying across 
sectors, across asset classes, across 
geographies and across currencies. 

Never take a risk you don’t need  
to take.

Be like Tiger. SW
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Paul Slade - Founder and CEO, The CRM Team 

WHAT CAN A WW2  
VETERAN TEACH US ABOUT 
DIGITAL TRANSFORMATION? 

In 2003, I entered the world of 
CRM. My grandfather, Allen 
Slade, was excited to hear about 

my career change and asked me to 
explain what this ‘CRM thing’ was  
all about.  

After serving in the African and Italian 
campaigns of World War 2, Allen 
returned to his wife in South Africa 
and fathered twin boys. He named 
them after two soldiers that saved his 
life during perilous combat. Joining 
the Shell company as a clerk, he 
spent the next 37 years serving his 
customers in a variety of roles and 
ultimately managed the aviation  
and farming divisions for Shell. 

As I told Allen about CRM, the 
software that would transform how 
companies managed relationships 
with customers, he listened intently. 
Once I finished, he took a long and 
thoughtful pause and finally said:  

“It sounds exactly like what my 
reps used to do on our call sheets 
and in our paper diaries. The only 
difference is that you’re doing it  
with computer software.”  

I’ll never forget his comment nor the 
way it took the wind out of my sails. 

Digital transformation –  
a better understanding

Allen was right. At the time, CRM 
was simply a software version of 
a paper-based system that had 
existed for decades. In recent years, 
the rise of ‘Digital Transformation’ 
has brought Allen’s comments to 
my mind once again. As companies 
convince themselves that they’re 
undergoing a digital transformation 

process, they’re often just  
creating a software version of  
a paper system. Is that enough?  
Is it truly transformational? The 
answer has to be: NO.  

Here are the five things that will 
put you on the path to true digital 
transformation: 

1. Honest self-assessment  

Start with an honest self-assessment 
of your business. The areas to 
consider are your leadership (who 
own strategy), your teams, your 

technology platform, your products/
services and most importantly, your 
customers. Which areas require 
attention? Trace the root cause of 
the concern and attempt to quantify 
what would happen if that particular 
area transformed.  

Create a prioritised list based  
on the impact this would have  
on the business.  

Ask yourself: 
“Are we generating 4x industry 
best profits and doing it without 
drama?” 
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If the answer is no, you have  
an opportunity. 

2. It’s all about customers 

Take a look at your strategy. Is it built 
around your customers? It should be. 
Putting your customer at the centre of 
the business changes the way that the 
teams engage, and defines how you 
create new products and services.   

Map out the customer journey and 
you’ll see each of the touchpoints 
that influence customer experience.  
Each touchpoint is an opportunity 
for data collection and digital 
transformation. Compare this to  
the prioritised list created during 
the self-assessment and you might 
be surprised with the opportunities 
uncovered. 

3.  Choose wisely  
and be agile 

Choose your technology platform 
wisely. Then iterate, learn and 
adapt fast. This is hard. Outdated 
technology solutions are woven  
into the fabric of your business.  
To maintain these systems requires 
substantial investment both in cash 
and human resources. Enabling 
digital transformation within 
your business needs a modern 
technology platform. This platform 
needs to be secure, integrated, 
rapidly extensible and one that 
supports the automation of your 
standard operating procedures.  

Choose wisely and avoid lengthy 
implementations. Instead, make 
small adjustments that allow you  
to iterate, learn and adapt based  

on that learning. Microsoft, under 
the leadership of CEO Satya 
Nadella, has transformed their own 
business to deliver a platform that 
enables companies to transform 
themselves digitally.  

4. Actionable insight 

Data and reports are worthless 
unless they enable you to take action 
based on the insight. Build trust 
in your data quality by improving 
validation at the point of entry and 
then ensure that reports aren’t 
delayed. If this is not in place, 
reports and the data they represent 
won’t be trusted – ultimately 
rendering them useless. When our 
Data Intelligence Team works with 
customers, they typically ask these 
questions: 
•  Where is this data coming from?  
• How often is it updated?  
• Why is it being captured?   
•  What is the best way to represent 

this data? 
•  Who needs access to this 

information?  
•  What is this chart/piece of data 

telling us? 
•  What action can be taken based 

on the insight?  
•  How do we measure the impact  

of that action?  

5.  Data-driven machine 
learning and AI  

As your volume of data grows, 
it easily becomes disconnected, 
disparate and duplicated. It’s 
impossible to solve this challenge 
with human intervention alone. 
Using Machine Learning and A.I. 
your platform should map, match 

and then intelligently merge your 
data. You should have overall 
control of the merging, but your 
platform should inform you of the 
confidence level of the match and 
you can then set thresholds. At a 
certain threshold, the match can 
be completed automatically, but 
less certain matches will be flagged 
for human review. In following this 
approach to your data, you will  
truly maintain a single view of  
your customer and all of their  
related data. 

Digital Transformation can feel like 
a massive task. At my business, The 
CRM Team, we’ve helped companies 
from around the globe to tackle 
their digital transformation journey. 
We apply the principles above while 
remembering a piece of wisdom 
from my grandfather, Allen Slade:  
“For goodness sake, keep it simple 
buddy.” SW

WHAT CAN A WW2 VETERAN TEACH  
US ABOUT DIGITAL TRANSFORMATION? 

Continued

“Outdated technology 
solutions are woven 
into the fabric of your 
business. To maintain 
these systems requires 
substantial investment 
both in cash and 
human resources.”
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Ian Lessem - Managing Partner, HAVAÍC

CAN SOUTH AFRICAN  
START-UPS OFFER INVESTORS 
GLOBAL RETURNS?

significant supply of available capital 
for start-ups and entrepreneurs, and 
thus scarcity of financial resources 
does not hinder the potential path to 
success for these start-ups. However, 
access to capital doesn’t necessarily 
translate into commercial success. 

In Africa, there is a shortage 
of affordable, appropriate and 
unrestricted capital, which 
means only a few of the very best 
businesses tend to be funded. As  
a result, most businesses we assess 
place great emphasis on being 
financially viable from an early 

stage. This arises out of a scarcity of 
funding and the founders’ need to 
self-fund or bootstrap for as long  
as possible. 

On top of being commercially viable, 
there is the question of global 
scalability. When VC investors look 
at tech businesses, they tend to ask 
the following questions: “What does 
this business have that a US$bn, 
US-headquartered, VC-funded 
business does not have? Why would 
a multinational company contract 
with a start-up from the bottom tip 
of Africa?”

By way of an example, last year we 
invested in a Johannesburg-based, 
world-first, on-demand private 
security aggregation platform 
that provides solutions to both 
domestic and international clients. 
The necessity arises from the fact 
that crime in South Africa is far more 
prevalent in our environment than 
it is in the US. Thus, intuitively, the 
most innovative solutions in private 
and corporate security should 
originate from places most impacted 
by high incidences of crime, such as 
South Africa. 

This premise applies to many other 
sectors locally and in Africa, where 
local challenges are so pervasive 
that innovators simply have no 
choice but to tackle them head-on. 
These solutions create efficiencies, 
new products and opportunities 
that can be applied and used in 
both developing and developed 
markets. This results in ‘international’ 
solutions and commercially viable 
businesses that have been nurtured, 
tested and grown in Africa. 

South African businesses, 
funded by Venture Capital 
(VC), are competing on the 

world’s stage, billing in US dollars 
and earning investors market 
leading returns, while simultaneously 
granting access to offshore 
exposure. The question is, can  
they offer investors globally 
competitive returns? 

As a managing partner of a VC  
firm, much of my day is spent 
assessing local early stage 
investment opportunities, and  
I regularly find myself excited  
about the South African and  
African market prospects. 

With much focus on technology-
based investments, a common 
question is “How can a Cape Town 
start-up compete with a start-up  
in Palo Alto, Singapore, London or 
Tel Aviv?”

There is a mistaken belief that 
African start-ups cannot compete, 
given the resources that those 
businesses have at their disposal. 
With necessity being the mother of 
invention, when it comes to finding 
commercial and innovative solutions 
to local challenges with global 
relevance, local entrepreneurs and 
their African neighbours are paving 
the way. 

Local efforts –  
Global success

Generally, VC investors place great 
emphasis on commercial solutions 
with global relevance. In both 
developed economy cities and the 
tech hubs mentioned above, there is 

“In a time of subdued 
domestic investment 
returns, and political 
and economic 
uncertainty, many 
investors are increasing 
their offshore exposure 
in markets that they 
typically don’t fully 
understand and that 
offer minimal returns.”
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Continued

Generating returns from 
alternative asset classes 

In a time of subdued domestic 
investment returns, and political 
and economic uncertainty, many 
investors are increasing their 
offshore exposure in markets  
that they typically don’t fully  
understand and that offer minimal 
returns. VC as an investment  
class, can fulfill the demand of 
investors who want to diversify  
and internationalise their 
portfolios, whilst also earning 
above-market returns. 

Whilst VC as an asset class is a 
higher risk alternative investment, 
it offers investors the opportunity 
to diversify their portfolio and gain 
access to high-yielding investments. 
And by investing in local start-ups 
who compete on the world stage, 
VC investors can achieve their goal 
of having offshore exposure with 
globally competitive returns. SW

Ian is the Managing Partner at 
HAVAÍC, an investment and 
advisory firm that specialises in 
early-stage, high-growth African 
technology businesses.



BACK TO CONTENTS PAGE 41

ARTIFICIAL INTELLIGENCE –  
THE FUTURE… OR THE PRESENT?

Chris Jordan - Business Development Manager, Sasfin Wealth

class”. In reality, the increased 
use of machinery resulted in more 
meaningful jobs and the resulting 
increase in productivity has had a 
positive impact on society.    

AI may be different from the 
industrial revolution, however. It has 
been revolutionised by a technique 
known as ‘deep learning’ that allows 
systems to learn by being exposed 
to numerous examples, rather than 
having to be explicitly programmed. 
A good example is Siri, Apple’s 
virtual assistant. Over time, the 
software adapts to users’ searches, 
preferences and even their language 
uses, rather than being specifically 
programmed. 

A rtificial intelligence (AI) is the 
ability of computer systems 
to perform the tasks normally 

requiring human intelligence, such 
as visual perception, speech 
recognition, decision making and 
language translation. A 2013 study 
by Carl Benedikt Frey and Michael 
Osborne of Oxford University 
predicted that 47% of the jobs 
in America were at risk of being 
substituted by ‘computer capital’.   

Similar claims of massive job losses 
were made as far back as 1821, 
during the industrial revolution, 
when it was feared that the 
employment of machinery “would 
be detrimental to the labouring 

“... the AI system 
designed to identify 
malignant tumours 
in patients’ lungs was 
50% more effective 
than a group of three 
radiologists working 
together and had a 
false negative rate of 
zero compared to the 
average human rate 
of 7%.”



BACK TO CONTENTS PAGE 42

According to The Economist  
(June 25, 2016), jobs that are 
vulnerable to automation are 
those that are routine in nature. 
Traditionally this has applied to 
manual labour – however, AI will  
be effective in routine tasks  
whether manual or cognitive.  
In a test done by Dr Barani, the  
CEO of Entilic (a start-up applying 
to deep learning to medicine),  
the AI system designed to identify 
malignant tumours in patients’ 
lungs was 50% more effective  
than a group of three radiologists 
working together and had a false 
negative rate of zero compared  
to the average human rate of  
7%. The implication is that a highly 
skilled radiologist may be more 
easily replaced by a machine than 
an executive assistant, because  
of the diversity of the work and  
the nature of the decision making 
that is required. 

Jobs that require empathy or  
social interaction, like doctors, 
carers, therapists and even  
personal trainers, will always be 
done more effectively by humans. 
Financial advisors and wealth 
managers will probably also fall  
into this category – while young 
people may be comfortable using 
robo-advisors for their initial 
investments. As they accumulate 
more wealth and start planning  
for their retirement, the need for 
social interaction will increase, 
largely because the consequence  
of error is so significant.  

(Unlikely) Early Adopters 

The increased use of AI will also 
result in a changing investment 
landscape. Companies that are 
taking the lead in the adoption  
of AI in various sectors are:

Volkswagen (VW) - while it may be 
difficult to conceptualise, at some 
point in the future AI algorithms 
will replace human drivers in 
cars. Given some of the driving 
practices in South Africa, this will 
definitely be most welcome. VW 
has its own AI labs and in order 
to improve the way cars ‘see’ and 
react to situations around them, 
they have entered into partnership 
agreements with chip maker  
Nvidia and with self-driving  
start-up Aurora.  

JP Morgan Chase (JPM:US) - AI 
is most effective where there is 
a large amount of data available, 
and over the years the banks have 
accumulated vast amounts of data 
on customer transactions, interest 
rates, market movements etc. JP 
Morgan is the largest bank in the 
US and they are using algorithms 
to assist clients in making better 

investment and trade decisions. 
Another potential use is the 
identification of fraudulent 
transactions based on client 
profiles and transaction history. 

Philips (PHIA:NA) - Philips uses AI  
to support medical professionals  
by analysing and interpreting 
data and detecting deviations 
from normal, so they are able to 
diagnose and treat diseases faster 
and with greater precision. Philips 
defines their role as augmenting 
rather than replacing healthcare 
professionals. 

Panasonic (6752:JP) - Panasonic has 
a very broad product range, ranging 
from televisions to the joint venture 
with Tesla producing batteries for 
electric vehicles. They are currently 
working on special purpose projects 
for the detection of pedestrians in 
autonomous vehicles.  

AI will change the world of work 
and will potentially disrupt existing 
industries. Not only do we need 
to make sure that our skills remain 
relevant, we also need to build an 
investment portfolio that will benefit 
from the changing environment. SW

“Jobs that require empathy or social interaction, like 
doctors, carers, therapists and even personal trainers,  
will always be done more effectively by humans.”

ARTIFICIAL INTELLIGENCE –  
THE FUTURE… OR THE PRESENT?

Continued
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A CASE STUDY IN THE FUTURE  
OF DIVERSIFIED MINING

Lwando Ngwane - Equity Analyst, Sasfin Wealth

$90 per tonne. Other commodities 
such as oil (+36%), palladium (+61%) 
and nickel (+48%) all rose significantly 
over the same period. In the first two 
months of 2019 the All Commodities 
Index rose a further 7.4%. 

While the listed mining counters’ 
share prices have generally followed 
the Commodity price rally, certain 
counters still offer some value, in an 
otherwise tough local environment. 
However, identifying the best 
Commodity-related share is not as 
straightforward an exercise as it 
may be for shares in other sectors, 
particularly given global growth 
uncertainties and slowing demand 
growth across most metal and bulk 
Commodity markets.

What makes Commodity 
shares difficult to 
understand?

Mining businesses have an inherent 
uncertainty embedded in them, 
given the aforementioned industry 
dynamics. As such, many would 
argue this sector inappropriate for 
investors seeking to preserve capital. 

Commodities are primarily traded 
using future contracts – as a result, 
current commodity prices have  
very little relation to the return  
an investor will actually earn on  
a Commodity futures contract.  
In contrast, an investor in a mining 
company invests in sinking a hole 
(shaft) in the ground to extract 
specific minerals which they believe 
will be of significant value over many 
years in the future. 

However, what happens if the 
Commodity buyers no longer find 
that mineral valuable after the 
mining company has spent all that 
time and money to remove it from 
the ground? You have technically 
‘sunk’ your money down a deep 
hole. This unpredictable nature of 
commodities is what often makes 
longer-term investors cautious of 
buying Commodity shares. 

It therefore becomes crucial to 
identify the supply and demand of 
dynamics influencing commodity 
prices, as well as which companies 
are best able to protect against 
these swings or improve their 
operating margins. It is this 
appreciation for the longer-term 
nature of capital intensive mining 
companies, which face high fixed 
costs within a short term, more 
dynamic commodity price market, 
that makes it difficult to value 
commodity shares.

Investing in Commodities

Most long-term investors 
avoid investing in mining 
companies and view them 

as a poor investment option, due to 
the erratic nature of so many factors 
that are not within their control, 
particularly Commodity prices relative 
to onerous capital requirements. 
However, there are times when the 
resultant volatility offers opportunity 
for investors, such as in the recent 
commodity price boom. 

Weiss Ratings even labelled 2018 
as ‘The Year of Commodities’. From 
June 2017 to February 2019, iron ore 
prices increased by more than 70%, 
from around $53 per tonne to over 
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well as their tolerance for leverage 
in their companies, with a greater 
focus on capital returns to investors 
and shareholders. This has been 
much easier to execute for diversified 
mining companies than for single 
Commodity ones. 

Two companies that have 
impressively demonstrated this 
strategy reassessment are BHP 
Group Plc (BHP) and Anglo 
American Plc (AGL). Post 2016, 
both companies implemented new 
capital allocation frameworks and 
significantly delevered their balance 
sheets, bringing their Net Debt to 
EBITDA (Earnings Before Interest, 
Depreciation and Amortisation) ratios 
to approximately zero. 

The competitive advantage offered 
by BHP and AGL is that they are able 
to benefit from a rally of multiple 

Commodity prices at once (Figures 1), 
as opposed to their single Commodity 
peers. This has allowed them to 
generate healthy cash flows in the 
recent Commodity price boom and 
enabled them to revise their dividend 
policies to the benefit of shareholders. 
This shift in management strategy 
offers investors comfort that they are 
better able to cushion the negative 
impacts of any potential downside in 
the commodity market. >

Why the Diversified  
Mining Play?

Current investor expectations 
for supply deficits of certain 
Commodities, escalating US-China 
trade tensions and potential Chinese 
stimulus, are likely to be bullish for 
the Commodity market in 2019. 
The onus then lies on picking the 
least-risky Commodity shares that 
will most successfully leverage the 
potential upside.  

Currently, among mining shares, 
diversified miners are seen to be the 
better, more risk diversified option. 
After the Commodity price crash 
in 2015/16, mining companies were 
under pressure, having stretched 
balance sheets in a depressed 
Commodity price environment. 
This gave rise to mine managers 
reassessing their risk appetites, as 

BHP EBITDA 
by division

Iron Ore

Coal

Copper

Petroleum

AGL EBITDA 
by division

Coal

PGMs

Iron Ore - 
Kumba

Copper

Diamonds -  
De Beers

Nickel &  
manganese

Iron Ore -  
Minas Rio

Figure 1: BHP vs AGL EBITDA by Commodity

39% 34%

20%

16%

11%

9%

13%

-3%

28%

19%

14%

“...identifying the 
best Commodity-
related share is not as 
straightforward an 
exercise as it may be for 
shares in other sectors...”
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to their dividend policies. Anglo 
American’s FY17 report states,  
“Our clear commitment to a 
sustainable dividend remains a 
critical part of the overall capital 
allocation approach and a dividend 
policy of a targeted 40% payout ratio 
based on underlying earnings, paid 
each half year, has been adopted” – 
and in BHP’s FY18 report it states,  

“Our dividend policy provides a 
minimum 50% payout of Underlying 
attributable profit at every reporting 
period”. 

With such demonstration  
of commitment to capital 
preservation, the share prices  
of the two companies should no 
longer be penalised for historic 
capital misallocation. As such, it is 
not surprising that both companies’ 
share prices have significantly 
outperformed the JSE All  
Share Index over the past year 
(Figure 2 and 3). In an alpha-seeking 
environment, where investors may 
wish to participate in a potential 
rally of commodity prices, Anglo 
American and BHP remain the best 
picks, in our opinion. Even at current 
spot commodity prices, the shares 
offer some downside protection, 
making the risk-reward of the two 
shares broadly favourable. SW

Anglo American  
and BHP Group

Currently, diversified miners screen 
better compared to their long-term 
historic average valuation multiples. 

Historically, BHP and AGL traded 
at EV (Enterprise Value) to EBITDA 
multiples of approximately 6-8x and 
have recently traded at significant 
discounts to those historic multiples. 
Current consensus views on spot 
Commodity prices suggest that 
the two companies are trading on 
forward multiples of between  
4x and 5x for 2019/20. 

In addition, many Commodity shares 
do not pay dividends, while AGL 
and BHP do. In fact, the restored 
strength of their balance sheets 
is now translating into improved 
shareholder capital returns. This 
is evident in recent amendments 

“...it is not surprising that 
both companies’ share 
prices have significantly 
outperformed the JSE 
All Share Index over the 
past year...”

Table 1:
Anglo American vs BHP  

valuation metrics
Comparison EV/EBITDA Dividend 

Yield
Net Debt/

EBITDA FCF Yield

Anglo 
American 5.1 4.2% 0.3 11%

BHP Group 6.5 5.1% 0.5 10.5%

Peer Average 5.8 4.7% 0.4 10.8%
Source: Factset
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Figure 2: Anglo American Plc 
share price performance  

vs JSE All Share Index (1 Yr)

Figure 3: BHP Group Plc  
share price performance vs  

JSE All Share Index (1 Yr)

(Index) Anglo American plc - 
Price

(Index) BHP Group plc - Price

(Index) FTSE JSE  
All-Share - Price

(Index) FTSE JSE  
All-Share - Price

Source: Factset

Source: Factset
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The Fund  
everyone is  

raging about. 

sasfin.com | 0861 SASFIN

The Sasfin BCI Flexible Income Fund has outperformed  
a highly competitive field to achieve an impressive  

42.1% cumulative return over 3 years to December 2018.  
The Fund was awarded two prestigious Raging Bulls:  

Best South African Multi-Asset Income Fund and  
Best South African Interest-Bearing Fund.

Managed by the highly regarded and experienced  
Chief Investment Officer, Philip Bradford, these  

accolades are a result of a rigorous and disciplined  
investment process, employed in managing 

risk and return.

To find out more contact Martin Hyde  
on 011 809 7779 or martin.hyde@sasfin.com

WINNER
2018 
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Reddit sees itself as ‘the front page of the 
internet’. It’s the third most visited website in 
the US – and yet, millions of Americans have 
no idea what it is. 

We are the Nerds is an engrossing look deep 
inside this captivating enterprise whose army 
of obsessed users have been credited with 
everything from solving cold case crimes 
and spurring tens of millions of dollars in 
charitable donations, to seeding alt-right 
fury and landing Donald Trump in the White 
House. We are the Nerds is a gripping 
start-up narrative – the story of how Reddit’s 
founders, Steve Huffman and Alexis Ohanian, 

rose up from their suburban childhoods to 
become millionaires and create an icon of the 
digital age – before seeing the site engulfed 
in controversies and nearly losing control of it 
for good. 

Based on Christine Lagorio-Chafkin’s exclusive 
access to founders Ohanian and Huffman, the 
book is also a compelling exploration of the 
way we all communicate today and how we 
got here. Reddit and its users have become 
a mirror of the internet – it has dingy corners, 
shiny memes, malicious trolls and sometimes 
an ability to connect people across cultures 
and ideological divides. 

We are the Nerds – The Birth and Tumultuous  
Life of Reddit, the Internet’s Culture Laboratory  
by Christine Lagorio-Chafkin 

BOOK REVIEWS

Nikki Bush, a parenting expert and Arthur 
Goldstuck, a technical commentator, will help 
parents get a handle on what’s happening 
in consumer technology. In this sensitive 
and insightful guide, they carve a path 
through the maze of terminology, dangers 
and opportunities to help parents navigate 
new spaces together with their children, 
with greater confidence. In explaining 
the technology, they never ignore the 
human context – to place children’s use of 
technology in the context of the relationship 
between parents and their children.

For families to remain connected – both 
online and offline – and for young people 
to develop into responsible digital citizens, 
parents must bridge the digital divide 
to their children by understanding the 
attraction of social media and technology, 

how communication is changing and how 
technology is changing the world. This book 
is filled with practical advice that will help 
you to navigate the digital space – together 
with your children – with greater confidence. 
The authors take you on a journey from the 
biggest screens in your child’s life to the 
smallest – from the passive entertainment 
of the television to the interactive nature 
of gaming and internet-linked computers, 
to the realm of social networking – often 
accessed via a smartphone.

The guide will ensure children are both safe 
and savvy in this fast-changing world, and 
the process starts with parents. For families 
to remain connected, both online and 
offline, and for young people to develop into 
responsible digital citizens, parents need to 
bridge the digital divide for their children.

Tech-savvy Parenting – A Guide to Raising Safe Children  
in a Digital World
By Nikki Bush & Arthur Goldstuck
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Jeff Bezos started Amazon in 1994 as an 
online bookstore based out of his garage. 
Since then, the ever-expanding enterprise 
has revolutionised shopping and in many 
important ways, invented e-commerce as 
we know it. Today, Amazon is the third 
most valuable company in the world, and 
Bezos’ vast customer-oriented empire has 
mushroomed to include everything from 
cloud computing and fresh food delivery,  
to movie production and consumer 
electronics. In recent years, Bezos has also 
invested in rocket technology, newspaper 
publishing and Artificial Intelligence. Every 
arm of Bezos’ business, however, is guided 
by a fundamental goal – to give customers  
what they want before they even think to 
ask for it.

First Mover: Jeff Bezos In His Own Words 
offers a unique look into the mind of one of 
the world’s most successful entrepreneurs, by 

collecting more than 500 of Bezos’ quotes 
on business, technology, customer service, 
e-commerce, innovation, entrepreneurship 
and more. Meticulously curated from 
interviews, speeches, shareholder letters, 
press releases and other sources, the book 
creates a comprehensive picture of Jeff 
Bezos, his obsessions and what makes his 
ventures thrive.

After more than 20 years at the helm of 
Amazon and its subsidiaries, Bezos continues 
to operate on what he calls “Day One time”, 
in order to maintain the early experimental 
spirit of his business. Since the beginning, 
when he first saw the potential of the internet 
as a powerful tool for commerce, he has 
looked for trends and technologies that can 
alter not just business but daily life. First 
Mover reveals in detail a man who wants 
to push the future forward and will inspire 
readers to do the same.

Jeff Bezos – In His Own Words  
Edited by Helena Hunt

BOOK REVIEWS

How many presentations on innovation have 
there been recently? Thousands? Millions? 
The world is experiencing ‘innovation 
fatigue’ – we feel cheated by the endless 
rounds of consultants who come into our 
organisations, deliver conceptual models that 
don’t stick with the realities of business and 
then leave again. Companies and teams are 
left feeling more deflated than ever and with 
not one idea that’s impacted the bottom line. 
Innovation for the Fatigued argues that it’s 
worth fighting for the concept and study of 
innovation in organisations.

Business leaders are always looking over 
their shoulders for the next ‘Uber moment’ 
to overtake them and they recognise that 

innovation needs to be a top priority. But how 
does one innovate? This book is the antidote 
to the empty promises that flow through the 
innovation industry. 

By designing a company culture that 
nurtures ideas but also defends against fads, 
the powerful basics of imagination, empathy, 
play and courage can be rediscovered. 
Innovation for the Fatigued details where 
companies have got innovation wrong, while 
celebrating and studying the ones that lead 
the way. With unique, relatable and varied 
examples, Alf Rehn provides a practical 
model for getting innovation back on track 
and instilling change at speed with real 
concern for market demands.

Innovation for the Fatigued – How to build a culture of deep creativity
By Alf Rehn
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