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1. Introduction 
This report focuses on the investment activities of 
Central Park Global Balanced Fund (the Fund) during the 
period ended 31 December 2007. It should be read in 
conjunction with the monthly Fund Summaries and 
Intermezzo, Maestro’s monthly investment letter, which 
is sent to all shareholders and can be accessed on 
Maestro’s website at www.maestroinvestment.co.za.  
 
By way of introduction the Fund is managed, at least 
conceptually, in two parts. The core component is home 
to the Fund’s long-term investments, including its direct 
equity, bond and alternative investments. The satellite 
component is used to take short-term views on the 
market and is managed through an account at Saxo Bank. 
The Fund also uses the Saxo Bank account to implement 
any hedging activity. The main reason for running the 
portfolio in this fashion is to capitalise on the short-term 
volatility expected to characterise global investment 
markets for the foreseeable future. Conceptually the 
Fund is split 80:20 in favour of the core portfolio. At the 
end of December 2007 the core portfolio represented 
86.2% of the total Fund, while the satellite portfolio 
represented 13.8%. 

 
2. The investment position of the Fund 

The Fund’s asset allocation at 31 December is shown in 
Chart 1. Total equity exposure i.e. equity exposure in the 
core and satellite components represented 49% of the 
Fund versus 57% in September. Cash represented 15% 
from 13% at the end of September while bonds and 
alternative investments comprised 12% (9%) and 24% 
(21%) respectively. The Fund’s net asset value at the end 
of December 2007 was $12.4m, up from $11.2m in 
September and $9.9m in December 2006. 
 

Chart 1: Asset allocation at 31 December 2007  
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3. The largest equity holdings 

The Fund’s largest holdings at 31 December, expressed 
as a percentage of the total Fund, are listed below.  

 

 
TriAlpha Global Bond Fund     11.7% 
Maestro Equity Fund                 11.1% 
Aurum India Fund     5.9% 
Odyssey Alternative Strategies Fund   4.1% 
Porton Capital Tech Fund Series A   3.9% 
Bristol International Fund    3.8% 
BHP Billiton plc     3.4% 
Arcelor Mittal     3.4%  
Infiniti Capital Fixed Income Plus 2x   3.3% 
Raiffeisen International     2.6% 
   Total                   53.2% 
 

Excluding the mutual and exchange traded funds in 
which Central Park is invested, the largest direct equity 
investments are listed in Chart 2, expressed as a 
percentage of the total Fund.  
 

Chart 2: The largest equity holdings at 31 Dec 2007 
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At quarter-end there were 23 direct holdings in the core 
equity portfolio, the same as in September. The core 
equity portfolio represented 38.7% of the total Fund 
versus 44.1% in September.  
 

4. Recent activity on the portfolio 
The Fund’s investment objective is to achieve long-term 
growth through the assumption of moderate risk. It is 
against this objective that the activity and performance of 
the Fund should be assessed. The Fund measures itself 
against a benchmark that consists of a 40% equity 
weighting and a 20% weighting each to bonds, 
alternative investments and cash. 
 
The Fund’s investment portfolio is kept stable over time. 
Short-term trading constitutes only a small portion of the 
portfolio activity at any given point in time. Investments 
in the core portfolio are made with a view to them 
increasing substantially in value over time, with specific 
attention, in the case of equities, devoted to those with a 
propensity to increase their dividends. Consequently 
there is little “portfolio turnover” to speak of in the Fund. 
The same applies to the satellite portfolio, which is used 
primarily for hedging purposes. Shorter-term views are 
taken in the satellite component, but they are not 
excessive.  

http://www.maestroinvestment.co.za/publications/publications.asp
http://www.maestroinvestment.co.za/publications/publications.asp
http://www.maestroinvestment.co.za/publications/publications.asp
http://www.maestroinvestment.co.za/


 

There were no changes to the Fund’s direct equity 
holdings during the quarter, neither were there changes in 
the bond or traditional hedge fund investments. However, 
the Fund made it first investment of a “private equity” 
nature in the form of the Porton Capital Technology 
Fund, which at the end of the quarter constituted 3.9% of 
the Fund. The Porton Capital Fund is active in the 
financing of companies that are at the forefront of 
technological development and innovation, in the early 
stages of development. We regard the investment as a 
long-term one, uncorrelated to global equity markets.  
 

5. A review of the investment environment 
It is worth returning to the beginning of the September 
quarter in order to obtain a proper perspective of the 
events that dominated the December quarter. Recall that 
the initial fall-out in the US sub-prime market began in 
July with the implosion of two Bear Stearns hedge funds. 
In August investors began to digest the possible extent of 
the sub-prime losses and the implications of those events 
on the broader market. After a 10% decline, markets 
recovered remarkably, posting a positive return for the 
month. The Fed dropped the Fed fund and discount rate 
in mid-September, after which markets rocketed higher, 
in so doing bringing an unprecedented and volatile 
(September) quarter to a positive end. The All Share 
index ended 6.7% higher, despite the tumultuous events 
of the quarter. The MSCI World and Emerging Market 
indices ended up 2.0% and 13.7% respectively.  
 
But of course trading continued into the December 
quarter, and it is that quarter that forms the subject of this 
review. As more information began to emerge about the 
effects of the rising price of credit, as well as the seizure 
of credit and inter-bank money markets, investors began 
to fret. October still benefited from the recovery, but 
leading banks began to disclose unheard of losses and 
central banks took increasingly urgent action to inject 
liquidity into global money markets. It was clear that 
markets were experiencing more than just a “wobble,” 
even if investors had not fully appreciated the extent of 
the woes. Those came to the fore in November in no 
small way. Global equity markets, developed and 
emerging, registered large losses during that month. On 
the other hand bond markets reacted more favourably, as 
investors realized that interest rates would have to 
decline substantially more than initially expected. The 
positive response was confined to sovereign bonds of the 
highest quality. The Citi World Government Bond index 
rose 3.6% in November – in stark contrast to the equity 
losses of that month. In the corporate world banks were 
scrambling for capital to support earlier irresponsible 
action, having declared losses equivalent in size to some 
small countries’ entire economies. With the Fed now 
galvanized into action, a declining US interest rate 
scenario added renewed impetus to the declining dollar, 

which registered record lows against many other 
currencies. This in turn drove commodity prices higher, 
including those of oil and agricultural commodities. 
Concerns then grew about the effect these higher prices 
would have on global inflation, which is the last factor 
that investors and central bankers want to deal with at a 
time like this.    
 
This mayhem weighed heavily on markets in November 
and December, bringing the quarter to an ugly and 
unprofitable end. The MSCI World index declined 2.7% 
while the Emerging Market index gained 3.4%, due 
primarily to its 11.0% rise in October.  
 

Table 1: MSCI Emerging Market returns (%) 

 
 

Source: Merrill Lynch 
 
Chart 5 summarizes the returns for the quarter and year 
ended 31 December 2007. It was characterized by the 
following features:   
 

• A global credit and money market crisis, the likes 
of which we have not seen for decades. The credit 
crisis continues at the time of writing.  

• A consequence of the crisis has been the 
expectation that central banks will need to lower 
interest rates substantially in order to compensate 
for the negative effects on the consumer – this 
resulted in a 4.1% rise in the global bond market 
during the quarter. This large rise brought the bond 
market return for 2007 to 11.2%.  

• The dollar declined 2.7% against the euro during 
the quarter and was weak against other currencies 



 

as well. During the quarter it recorded an all-time 
low against the euro and declined 10.9% against it 
through all of 2007. 

• The weak dollar placed upward pressure on 
precious metals, commodity and energy prices. The 
oil price flirted with $100 during the quarter (it 
traded at that level early in January) while gold and 
platinum rose 12.6% and 11.0% respectively. Their 
annual gains were 31.8% and 36.9% respectively. 

• Firmer commodity and energy prices, particular 
soft commodities (corn, wheat, soyabeans, etc), led 
to a significant increase in inflation. The rise in the 
latter represents a major obstacle investors will 
have to overcome in 2008. 

• Increased volatility: during the quarter global 
equity markets, give or take a percent, declined 
10% twice in the past six months. Apart from these 
big trends daily movements have become 
increasingly large and unpredictable. 

• All of the above contributed to the ongoing, subtle 
shift in the balance of global power, particularly 
financial and economic power, from the West to the 
east (Asia), from developed to developing markets. 
This phenomenon was evident in the behaviour of 
Sovereign Wealth Funds (SWFs) during the 
quarter, many of which came to the rescue of 
embattled banks through the supply of additional 
capital. This shift will continue for many years and 
is further evidence of the “decoupling” process 
between developed and developing markets.   

 

Chart 3: Global market returns to 31 December 2007  
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• Finally, 2007 was a year of mixed returns for 
global equity markets, as can be seen from Chart 3. 
Apart from the German (Dax) and Hong Kong 
markets, which posted respectable returns, 
developed markets fared poorly during the year. 
The Japanese market declined 11.1%. Emerging 
markets on the other hand, had another good year – 
Table 1 on the previous page lists the emerging 
market returns. The Chinese Shanghai Composite 

index doubled (it rose 130% in 2006), Hong Kong 
37.1% (although not strictly speaking an emerging 
market, it was influenced largely by developments 
in Chinese equity markets) and India 46.6%. 

 
6. The performance of the Fund 

Chart 4 depicts the Fund’s returns for the quarter as well 
as those of the relevant benchmarks.  
 

Chart 4: Quarterly returns to 31 December 2007 
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The total, un-annualised return on the Fund during the 
December quarter was -0.9% compared to the bench-
mark gain of 0.4%. The average return during the quarter 
of the Lipper Global Mixed Asset universe (not shown 
on the Chart) was -0.9%. The bond component, being 
the investment in the TriAlpha International Bond Fund, 
gained 2.6% during the quarter versus the 3.9% gain in 
the Citi World Government Bond (WGB) index. The 
alternative investment component rose 1.6%, below the 
Credit Suisse Tremont Hedge index gain of 2.4%.  The 
Fund’s hedge fund returns were carried largely by the 
Aurum India Fund, which did extremely well (the Indian 
market rose 16.9% during the quarter). The Bristol and 
Infiniti returns were disappointing, the latter fund 
catching the full headwind of the prevailing global credit 
crisis. The quarterly returns of the hedge funds in which 
Central Park is invested, are as follows: 
 

Aurum India Fund      15.8% 
Bristol International Fund     -7.9% 
European Masters Fund      -2.3% 
Infiniti-Capital Fixed Income Plus 2x    -6.9% 
Odyssey Alternative Strategies Fund     3.8% 

 
The return of the equity portion of the core portfolio 
was -3.2% versus the 2.7% decline in the MSCI World 
index. The performance of the core equity portfolio 
during the quarter was very disappointing, although the 
market conditions that prevailed during the period were 
“extreme”. The selection of the holdings is driven largely 
by valuation considerations, the quality of the underlying 
companies as well as their importance in global macro 
themes such as the integration of Eastern Europe into the 
EU and the “China story,” specifically its impact on 



 

global commodities. The quarterly returns of the largest 
holdings, excluding dividend and currency effects, were 
Billiton -11.7% (up 25.9% last quarter), Arcelor Mittal -
4.3% (19.0%), Raiffeisen International 1.1%, (-12.9%), 
National Bank of Greece 5.1% (4.4%) and SAB Miller 
7.7% (10.0%). The large differences between the returns 
bear testimony to the volatile and difficult equity market 
conditions that prevailed during the quarter.  
 
The Maestro Equity Fund is the largest single investment 
apart from cash deposits. It represents the Fund’s 
exposure to the South African (SA) equity market. This 
component produced a return of 0.6% in rand terms 
versus the JSE All Share index rand return of -3.0% over 
the same period. Bear in mind that the rand exposure 
related to the Maestro Equity Fund investment has been 
hedged back into dollars, with means that Central Park’s 
returns from this investment are the same as the rand 
return of the Maestro Equity Fund.  
 

Chart 5: Annual returns to 31 December 2007 
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The Fund’s annual returns are shown in Chart 5. The 
return of Central Park during 2007 was 9.6% versus the 
benchmark return of 8.6% and the Lipper Global Mixed 
Asset average of 7.1%. The return of the bond 
component was 12.0%, above the Citi WGB index return 
of 11.0%. The alternative investment component rose 
10.2% during the year versus the 12.6% gain in the 
Credit Suisse Tremont Hedge index. The annual returns 
of the underlying funds in which Central Park is invested 
are listed below. The Infiniti Capital investment was 
made in July; its 2007 return of -15.7% is thus not 
applicable to the Fund. However, the return on the 
Infiniti Capital Fund since Central Park made its 
investment was -17.4% which clearly dragged the total 
return from the Fund’s alternative component a lot lower. 
 

Aurum India Fund   29.2% 
Bristol International Fund  10.0% 
European Masters Fund    2.9% 
Odyssey Alternative Strategies Fund 12.1% 

 

The highlight of the alternative investment returns was 
the Aurum India Fund. Its return should be seen against 
the Indian equity market return for 2007 of 46.6%. That, 

however, does not tell the full story of the Indian equity 
market: it was a year of extraordinary developments, not 
least of which was the market volatility. Under the 
circumstances the Aurum India Fund’s return represents 
an excellent achievement. 
 
The 2007 (annual) return of the equity portion of the 
core portfolio was 15.6% versus the 7.1% gain of the 
MSCI World index. Although the equity returns were 
lower than those achieved during 2006, it is gratifying to 
note that Fund’s equity portfolio again outperformed the 
benchmark. The SA equity component, represented by 
the Maestro Equity Fund, gained 23.8% in rand terms 
versus the 19.2% (rand) return of the JSE All Share 
index. Remember that the currency effect has been 
hedged out, which means that the return on the SA equity 
component of the Fund was effectively the rand return. 
 

Chart 6: CAR – 3 years ended 31 December 2007 
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The Fund’s compound annual returns (CAR) for the 3-
year period ended 31 December 2007 are listed in Chart 
6. The CAR of Central Park during this period was 
7.9% versus the benchmark return of 8.1%. The return 
of the bond component of 4.5% was ahead of the 3.1% 
return of the Citi WGB index. The CAR of the 
alternative investment component was 9.9% versus the 
11.3% gain in the Credit Suisse Tremont Hedge index. 
The CAR of the equity portion of the core portfolio was 
18.5% versus the 10.8% gain of the MSCI World index.   
 
The SA equity component, represented by the Maestro 
Equity Fund, gained 27.2% in rand terms versus the 
35.2% rand return of the JSE All Share index. Although 
the three-year compound annual return of the Maestro 
Equity Fund is lower than that of the All Share index, it 
reflects the poor relative performance of the latter Fund 
in 2006. The performance has improved since then with 
the Fund outperforming the All Share index in 2007 
despite the volatile market conditions. More details about 
the Maestro Equity Fund can be obtained from the 
Maestro website, including the latest Fund Summary. 
 

http://www.maestroinvestment.co.za/
http://www.maestroinvestment.co.za/products/fund_summaries/Maestro%20Equity%20Fund%20Summary%20-%20January%202008.pdf


 

Prior to reviewing the outlook for investment markets in 
the coming months, it is appropriate at this stage to again 
consider the investment objective Central Park Global 
Balanced Fund. At its inception the Fund set out to be 
“fund for all seasons”; the Fund will continue to be 
managed on this basis in the future. It needs to be robust 
and be able to cope with both bull and bear markets 
across different asset classes. The investment portfolio is 
compiled with the best intention to deliver respectable 
returns during good and bad times, even if this means 
missing out on some of the “upside” when equity 
markets are rising strongly. We will continue to measure 
the Fund’s performance against the selected benchmark, 
which consists of returns from cash, bonds, equities and 
alternative funds. This benchmark has delivered good 
returns over a long period and under various economic 
and market conditions; as such it is an appropriate 
measure against which to compare the performance of 
the Fund over the long term. 
 

7. What lies in store for investors in 2008? 
Up to now we have concentrated in this Report on 
historical events, specifically the environment that 
prevailed in the December quarter. Although we are not 
keen to, or for that matter good at, predicting the future 
– that is impossible to do – we would be failing in our 
duty if we did not comment on current market 
conditions and update the view we shared in the 
September Quarterly Report. We include comment on 
the South African economy and equity market by virtue 
of its significance - the SA equity market exposure 
represents the Fund’s largest single investment.   
 
At the time of writing, global equity markets have begun 
the year in traumatic fashion. Prices have declined very 
sharply; January turned out to be one of the worst starts 
to the year in history. The MSCI World index declined 
7.7% during January alone. Share prices, particularly 
those of banks, are between 30% and 40% lower than 
their peaks reached in October last year. Some major 
indices are already down more than 20% from their 
2007 peaks; bad news and equity market weakness is 
the order of the day.  
 
Before sharing more thoughts with you I would 
encourage you to refresh yourself with the views we laid 
out in the September Quarterly Report; there we 
presented the case against which we have made our 
investment decisions. The comment below represents a 
follow-on from where we left off. In the September 
Report we made a strong case for the fact that Emerging 
markets and economies would survive the economic 
slowdown in the West and developed world, and would 
indeed sustain global economic growth at reasonable 
levels. We hinted at our belief that the US economy was 
heading for or even in a recession – a view that has now 

become increasingly popular. It is important to reiterate 
the fact that this overall view remains our base case. 
However, we have been taken aback by the severity of 
the decline in equity markets, including the South 
African equity market, to levels we believe represent 
excellent long-term entry (buying) points. However, we 
have been around long enough to know that markets can 
remain under-valued for a long time (longer than you or 
I can remain solvent, as John Maynard Keynes famously 
said). We also appreciate the extent of the nervousness 
and uncertainty out there, arising from the credit crisis 
and the deteriorating economic environment.   
 
Without wanting to take up too much of your time, we 
would firstly like to substantiate our view that Emerging 
markets will support the global economy through this 
downturn and secondly update our list of risks prevalent 
in the present environment. 
 

Table 2: Nominal GDP growth forecasts for 2008 (%) 
 

 
Source: Merrill Lynch 

 
Firstly then, we reiterate our awareness of the slowing 
US economy. While the Eurozone is holding up better 
than the US, it is clear that their economic conditions 
are also deteriorating. However, we retain our “de-
coupling” view, whereby the emerging economies have 
largely decoupled from developed ones – please refer to 
the September Report, where we presented evidence for 
this view. That said we are not naïve; we are conscious 
of the fact that emerging markets will be affected by the 
developed world slowdown. Our view is simply that the 
slowdown will not affect emerging markets that much. 
As developed economies slow growth in emerging 
markets will become more important – refer to Table 2 
for estimates of nominal (before inflation) economic 
growth, from which the importance of emerging 
economies is readily apparent. More than 80% of all 
growth expected this year will emanate from emerging 
markets. Those economies remain in better shape than 



 

their developed counterparts; most are creditor nations 
unlike the developed economies which are heavily 
indebted. Emerging markets have over the past few 
years built up substantial reserves, way above those of 
the developed world – refer to Chart 7 in this regard. 
 

Chart 7: Surging emerging market forex reserves ($bn) 

 
Source: Merrill Lynch 

 
The positive drivers of the case for emerging markets 
remain the boom in China, the ongoing demand for 
commodities and the declining value of the dollar. None 
of these major trends are, in our opinion, near an end. 
Moreover, emerging (equity) market valuations remain 
reasonable. True, they have been substantially re-rated 
since 2002 when they traded at less than half the ratings 
of developed markets to the point where they now trade 
at parity to the latter – refer to Chart 8. But given the 
rosier growth prospects and prevailing fundamentals in 
most of these economies, one could argue that their 
relative valuations have scope to rise further.  
 

Chart 8: Relative PE of emerging vs. developed markets 

 
Source: Merrill Lynch 

 
Where does all of this leave South Africa? The fact that 
we concentrate so much on emerging markets in our 
research is because the South African economy and 
market fall comfortably within the emerging market 
basket. There are a few differences – the fact that SA has 
a large current account deficit as opposed to most 
emerging economies’ surpluses being the most obvious 
one – but what is true in general, if not extent, for 

emerging markets is true for SA. Our positive view of 
global emerging markets can therefore be extrapolated to 
South Africa – we will get to specific risks later in this 
Report. We remain positive on the SA economy, although 
our economic growth rate will be retarded by the 4% 
increase in interest rates in the past two years. Infra-
structural spending and favourable fiscal policies should 
provide sufficient momentum to keep us track for a year 
of reasonable economic growth. That is important, for 
without that growth corporate earnings in South Africa 
will come under pressure, which in turn will undermine 
share prices even further. If there is one thing that could 
lend support to the current downward spiral in share 
prices, it is evidence of ongoing corporate health and 
well-being.  
 
We think the current start to the year has provided a good 
base off which to post reasonable equity returns for the 
year in general. Similar to other emerging markets, we 
expect the returns from the local equity market to be 
positive but lower than the recent record level of returns 
experienced over the past five years. Please build this 
into your expectations for equity returns over the next 
few years. We are emerging from an extremely 
favourable investment environment, which is unlikely to 
be repeated for many years. No matter how good the 
overall “economic story” is – and we think it is still a 
good one – returns from the SA equity market are likely to 
be lower than they have been in the past three to five 
years. In previous Quarterly Reports we have consistently 
alerted you to this possibility – it is now coming to 
fruition. Moreover the behaviour of equity markets is 
likely to be more volatile. We have seen unprecedented 
market volatility over the past few months – making our 
life at Maestro miserable and difficult – but it is likely to 
get worse still. Notwithstanding these two important 
considerations (returns and volatility) we remain of the 
view that equity markets will provide the best return 
during 2008 and consequently should form the major 
portion of any long-term investment portfolio. 
 
Finally, may I briefly review the major risks to both our 
view and the markets in general, at least as we see them? 
 

• Rising inflation: by now you would have seen our 
concern about rising global inflation, particularly 
rising food inflation, expressed in the January 
edition of Intermezzo. In the current environment, 
the last thing the world needs is a reason preventing 
central bankers from easing interest rates. Yet that 
is the situation that may well unfold later this year. 
Soft commodities, such as corn, wheat, soyabeans 
and palm oil are at record levels and there is little to 
suggest prices will ease soon. We are monitoring 
rising price levels and regard this as a serious risk 
to our expectations of global economic growth. 

http://www.maestroinvestment.co.za/publications/Intermezzo/Investment%20Letter%20-%20Jan%2008.pdf
http://www.maestroinvestment.co.za/publications/Intermezzo/Investment%20Letter%20-%20Jan%2008.pdf


 

• A US recession deeper and longer than expected – 
we think the US economy is slowing more than 
authorities there seem to realize. The downturn is 
being adversely affected by the unwinding of the 
unprecedented levels of debt and leverage built up 
over the past five years. Despite that, we think the 
recession – assuming one does occur – will be 
relatively mild and short-lived. If this turns out to 
be incorrect, we may have to revise our expectation 
for ongoing global economic health. A lot will 
depend on how the Federal Reserve, with a new and 
inexperienced Governor at its helm, will handle the 
economy in the next six or so months. 

• Slower emerging market growth – if the US 
economy slows down more than expected and, 
worse still, if the UK and Euroland economies 
growth deteriorates more than expected or perhaps 
even joins the US in recession, there is no doubt 
that even emerging markets will struggle to bear a 
burden that large. In that case, the investment world 
will be a dire place indeed. We will watch closely 
for any sign of a slowdown in the growth of the 
developing economies. To place this risk in a 
different light, everyone is worried about the US 
slowing at present – but imagine what would 
happen if the Chinese or Indian economies slowed? 
That must pose one of the largest risks to the world 
right now – fortunately we don’t for a moment 
think that will occur in the next year or two. 

• Stalled (SA) corporate earnings – I indicated earlier 
that a season of good corporate reports from SA 
companies should provide support for the current 
very weak market. Earnings, we know, ultimately 
drive share prices, notwithstanding the temporary 
effects of negative sentiment. We are of the humble 
opinion that, in general, South Africa is still a 
profitable environment in which to operate, barring 
the obvious sectors such as retailers that have been 
adversely affected by higher interest rates. Earnings 
are likely to slow a bit, but we still expect good 
growth from the bulk of the companies in which we 
have invested your assets, and to that end we have 
reason to expect ongoing reasonable returns from 
your equity portfolio for the year ahead. We would 
go as far as saying that the current decline in prices 
has been overdone. There is great value in the 
market at present in many companies. For example, 
Firstrand is on a forward dividend yield in excess of 
7%, Investec 8%, Abil 9%. Grindrod is on a PE 
ratio close to 6 times, Steinhoff 8 times, Mr Price 9, 
Billiton just below 10 - many babies are being 
thrown out with the bathwater in the current down 
turn. Our views will be proved correct only if we 
see strong earnings growth, strong cash flow and 
clear earnings visibility in the next round of 
company reporting.  

• Political uncertainty in SA – I shared some thoughts 
on the recent changes in the SA political scene in 
the January edition of Intermezzo. Suffice is to say 
that SA is in a period of transition. To the extent 
that such periods are inherently uncertain, we face a 
nervous couple of months. We are disturbed to see 
political infighting taking place through institutions 
of the state - the SA Police Service versus the 
National Prosecution Authorities and the Scorpions, 
for example. Living on a continent characterized by 
a lack of credible governance, the damage to South 
Africa’s hard-earned credibility by the prosecution 
of the head of the police, or the charging of a 
former deputy President and leader of the ANC, 
must not be underestimated. Coming as it does 
when global investors are spoilt for choice, will 
hardly earn us many friends, let alone secure the 
foreign capital we need to continue our current 
growth path. 

• The rand – this factor is closely associated with the 
previous one. We don’t view the rand as a major 
risk at present, but we are frequently asked for our 
view on the currency, so will table it here explicitly 
for the record: we expect the rand to decline 
marginally between now and the end of the year. 
But we would not be surprised if the rand remains 
relatively firm, bearing in mind that we expect the 
dollar to weaken for some time yet. The rand is 
supported by our high level of interest rates, but we 
acknowledge that if the global environment 
becomes more risky, the rand is likely to weaken 
faster as a general retraction of risk takes place.   

• Eskom. We are no different from most other South 
Africans, at least in this respect: we are growing 
increasingly frustrated and intolerant of the costly 
and disruptive inability of Eskom to provide a 
secure source of electricity, and even more so of the 
fact that no one in government or Eskom itself is 
prepared to stand up and take responsibility for this 
massive dereliction of duty and the untold harm it is 
doing internally and externally in terms of deferred 
investment and lost opportunity. Sadly, even if they 
did it would hardly ameliorate the situation in the 
short-term. But it remains a terrible failure on the 
part of the authorities and one which is not only 
costing all of South Africa an enormous amount but 
will soon, we believe, be the source of increasing 
social unhappiness. Such discontent, no matter how 
justified, cannot be good for a country as “young” 
as ours, where we are at the threshold of building 
credibility of state institutions and respect for 
authority and the law. Simply put we do not need 
new or additional reasons for being seen as, or 
feeling like, the proverbial “Banana Republic”. 
Eskom and government’s attitude and inaction is 
not making the situation any easier.  

http://www.maestroinvestment.co.za/publications/Intermezzo/Investment%20Letter%20-%20Jan%2008.pdf


 

Of course there are more risks that could and will affect 
the global investment environment in general and the SA 
one in particular. We will do our best to scan the horizon 
for them, knowing full well that the greatest and most 
influential risks are often those that “come from behind.”  
 

8. Closing remarks  
We are very conscious, sending out this Report in the 
midst of huge turmoil in global and local equity markets, 
of the increased degree of risk in the environment at 
present. It is not the first such occasion and neither will it 
be the last, which does not detract from its importance or 
influence.  We will nevertheless continue to manage the 
Fund to the best of our abilities, in the knowledge that, 
notwithstanding similar previous occasions, in the long-
term equity investment remains the most profitable 
avenue of investment of all the traditional asset classes. 
Activity in the Fund will therefore continue to be 
directed primarily at the global equity markets and 
equities are likely to continue to constitute the majority 
of the Fund’s assets. 
 
 
 
 
Andre Joubert 
Maestro Investment Consulting 
Investment Advisor to Central Park Global Balanced 
Fund 
 
12 February 2008 
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