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We	woke	up	 this	morning	 to	 revelations	 that	 the	 full	 extent	 of	 state	 capture	 can	be	detailed	 in	 100’s	 of	 1	 000’s	 of	 emails	 that
found	 their	 way	 to	 investigative	 journalists,	 amaBhungane	 and	 Scorpio.	 	 These	 emails	 were	 leaked	 to	 the	 journalists	 from
someone	with	access	to	the	inner	Gupta	circle	and	amount	to	a	few	hundred	gigabytes	of	information.
	
Just	 a	mere	650	of	 these	 emails	 had	 already	 found	 their	way	 into	 the	Sunday	press	 but	we	 can	only	 imagine	how	many	more
stories	the	rest	of	the	emails	contain.		One	of	the	best	illustrations	of	how	state	capture	can	drain	the	state	coffers	is	the	news	story
about	the	locomotives	purchased	by	Transnet	from	2011	to	2014.		These	554	locomotives	were	purchased	from	China	South	Rail
for	a	total	of	R25.2bn.		The	emails	however	allegedly	reveal	that	a	staggering	21%	of	the	contract	value	(R5.3bn)	was	paid	to	a
known	Gupta	 associate	 as	 payment	 for	 securing	 the	 award	of	 the	 tender	 to	China	South	Rail.	 	 Simply	put	 it	 is	 alleged	 that	 the
Gupta	 family	 is	 pocketing	R10m	 for	 every	R50m	 locomotive	 that	Transnet	 purchases.	 	We	 can	 only	 assume	China	South	Rail
didn’t	reduce	their	profit	margin	and	thus	this	fee	must	have	been	added	onto	the	purchase	price.		Is	it	any	wonder	that	our	State
Owned	Enterprises	 are	 in	 such	 financial	 disarray	when	 their	 procurement	 is	 out	 of	 their	 control?	 	Do	 you	 think	 the	 company
receiving	the	commission	paid	any	tax?		Were	the	funds	returned	to	South	Africa	to	invest	and	grow	the	country?
	
Unfortunately	 when	 corruption	 is	 rife,	 the	 practice	 of	 inflating	 prices	 could	 occur	 at	 all	 levels.	 	 Do	 any	 of	 the	 State	 Owned
Enterprises	purchase	their	teas	and	coffees	from	the	local	supermarket	or	are	they	insistent	that	there	must	be	a	long	term	supply
agreement	 regardless	 of	 the	 price.	 	 The	 reality	 is	 that	 the	 State	 Owned	 Enterprises	 are	 being	 bailed	 out	 by	 the	 South	 African
government	who	 in	 turn	have	 to	be	bailed	out	by	 the	 taxpayers	–	how	many	 times	can	 they	keep	 returning	 to	 that	well?	 	The
board	members	of	 the	State	Owned	Enterprises	are	well	paid,	don’t	 they	 realise	 that	 they	work	 for	 the	citizens	and	should	 take
extra	care	to	ensure	that	things	are	done	properly.
	
Following	 the	 month	 after	 the	midnight	 cabinet	 reshuffle	 and	 subsequent	 ratings	 downgrade	 it	 will	 be	 interesting	 to	 see	 how
South	 Africans	 react.	 	 We	 can	 only	 suggest	 that	 people	 form	 their	 own	 opinions	 and	 make	 sure	 that	 they	 digest	 as	 much
information	as	possible	to	craft	this	opinion.
	
May	 2017	 was	 relatively	 quiet	 on	 the	 economic	 front.	 	 Despite	 last	 month’s	 downgrade	 the	 Rand	 stood	 firm	 as	 foreigners
continued	to	be	net	buyers	of	emerging	market	bonds,	which	include	South	African	bonds.		The	reason	for	this	is	that	the	South
African	 bonds	 have	 very	 high	 yields	 relative	 to	 the	 rest	 of	 the	world	 and	 thus	 are	 attractive	 for	 investors	 looking	 to	 increase
returns	in	their	portfolios.
	
The	JSE	All	Share	index	ended	the	month	slightly	lower	driven	by	losses	in	the	resources	sector.		China’s	sovereign	credit	rating
was	downgraded	during	 the	month	 (although	 their	credit	 rating	 is	 still	well	above	 junk	status)	and	 this	weighed	on	commodity
prices.
	
The	big	positive	in	the	month	was	inflation.		CPI	was	recorded	at	5.3%	year	on	year	and	this	is	the	lowest	it	has	been	since	2015.	
The	surprise	strength	in	the	Rand	helped	to	keep	costs	down.		The	drought	been	broken	in	large	parts	of	the	country	and	this	has
resulted	in	a	reduction	of	certain	food	prices.
	
We	 are	 positive	 that	 South	 Africans	 are	 starting	 to	 hold	 their	 leaders	 accountable	 and	 as	 a	 young	 democracy	 we	 are	 moving
forward.		If	future	outflows	are	diverted	from	pilfering	to	investment	we	believe	that	the	economy	will	improve	with	many	social
and	economic	benefits	to	all,	not	just	a	connected	few.
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FINANCIAL	VIEW

	
FINANCIAL	PERSONALITY	TYPES
	
Have	 you	 ever	 considered	 how	 you	 interact	 with	 money?	 	 Financial	 psychology	 is	 an	 often	 overlooked	 discipline	 yet
understanding	 how	 you	 view	money	 can	 help	 you	 to	 recognise	 the	 common	mistakes	 you	may	 possibly	make,	 how	 to	 avoid
them	and	ultimately	to	improve	your	wealth	generation.		In	this	month’s	financial	view	we	look	at	the	major	financial	personality
types.		As	Magwitch	is	a	company	full	of	bean-counters	we	may	be	viewed	as	having	a	limited	knowledge	of	psychology	–	and
you	would	be	quite	correct.		Fortunately	for	us	the	Financial	Times	of	London	published	an	article	in	early	2017	that	identified
these	broad	financial	personalities.			
	
The	Financial	Times	identified	six	personality	types,	which	psychologists	broadly	agree	on.		Their	view	is	that	with	the	explosion
in	 online	 shopping	 and	 ease	 in	 spending	 money,	 there	 is	 a	 real	 risk	 that	 people’s	 financial	 personalities	 will	 have	 a	 more
exaggerated	effect	on	their	long	term	wealth.		Those	that	are	inclined	to	spend	more	have	more	opportunities	to	do	so	and	those
that	are	inclined	to	save	face	ever	increasing	demand	to	change	their	habits	and	spend	more.	
	

Take	the	time	and	consider	which	personality	type	you	would	fall	in.		Your	financial	personality	may	not	fit	completely	into	one
category	but	may	be	reflected	in	one	or	more	of	the	categories.
	
The	Anxious	Investor
	
The	 anxious	 investor	 is	 a	 lover	 of	 risk.	 	 They	 often	 trade	 frequently	 and	 are	 confident	 that	 they	 have	 an	 edge	 over	 others.	
Despite	their	overconfidence,	they	are	prone	to	be	beaten	by	the	markets,	and	frequent	trades	mean	they	often	rack	up	high	level
of	charges.		This	personality	type	is	extremely	common	amongst	affluent	investors.	
	
The	anxious	 investor	generally	has	an	action	bias	which	means	 they	have	a	 tendency	 to	want	 to	do	 things	 instead	of	not	doing
things.		As	they	like	to	make	changes	they	often	buy	high	and	sell	low	as	they	more	comfortable	with	risk	when	things	are	good,
and	remove	risk	when	times	feel	bad.	
	
A	suggestion	for	the	anxious	investor	is	to	write	down	their	plan	and	goal	when	making	their	initial	investment	decision.		Every
subsequent	impulse	to	change	can	then	be	assessed	against	the	original	plan	–	is	there	a	need	to	change	a	long	term	plan	because
of	a	short	term	move?
	
The	Hoarder
	
Money	represents	security	for	the	hoarder.		They	dislike	risk	and	may	even	stockpile	cash	that	they	would	probably	be	better	off
investing	or	spending.		Financial	Times	suggest	that	many	people	convert	their	investments	into	cash	holdings	in	order	to	ensure
they	never	incur	a	loss.		This	decision	is	made	despite	interest	rates	being	artificially	low.
	
Everyone	needs	funds	for	a	rainy	day,	but	cash	is	not	a	suitable	long-term	investment	(especially	in	time	of	rising	inflation).		The
hoarder	has	 to	accept	 that	 longer	 term	investments	 reward	you	for	 taking	higher	 risk	by	offering	a	higher	 return	over	 the	 long
term.	 	One	has	 to	 be	 able	 to	 accept	 that	 short	 term	 losses	may	be	 incurred	but	 the	 long	 term	position	would	be	 better	with	 an
appropriate	allocation	to	equities	in	any	investment	portfolio.
	
The	Social	Value	Spender
	
Spending	money	makes	the	social	value	spender	happy.		The	Money	and	Mental	Health	Policy	Institute	defines	the	social	value
spender	as	someone	who	makes	purchases	(either	for	themselves	or	others)	to	boost	their	self-esteem.
	
Social	 value	 spenders	 are	 often	 the	 target	 market	 for	 marketing	 campaigns	 which	 try	 to	 portray	 emotional	 satisfaction.	 	 The
Financial	Times	states	that	a	social	value	spender	may	feel	loved	when	they	give	a	gift.		They	feel	like	they	will	be	more	accepted
in	a	group	if	 they	own	the	rights	things.	 	But	the	effects	of	retail	 therapy	do	not	last.	 	What	happens	when	they	feel	the	urge	to
make	that	next	purchase?
	
Social	value	spenders	and	retail	therapy	are	not	limited	to	women,	although	they	are	more	likely	to	buy	clothes.		How	many	men
have	tried	to	enhance	their	own	sense	of	value	through	a	single	unambitious	status	symbol,	like	an	expensive	car?
	
Social	value	spenders	are	advised	to	use	budgets.	 	They	should	review	how	much	they	are	spending	on	impulse	and	how	much
interest	they	are	paying.		If	already	in	debt	the	social	spender	has	the	difficult	task	of	controlling	their	financial	personality.
	
The	Cash	Splasher
	
A	 close	 cousin	 of	 the	 social	 value	 spender,	 the	 cash	 splasher	 is	 more	 likely	 to	 be	 male	 and	 tends	 to	 spend	 money	 on	 others
visibly.		Cash	splashers	view	themselves	as	generous,	but	they	also	use	money	to	make	others	think	more	highly	of	them.
	
According	to	the	psychologists	cash	splashers	should	realise	that	spending	does	not	make	you	happier	if	it	is	being	done	to	show
off.		One	would	be	better	off	spending	money	on	experiences	one	intrinsically	enjoys	–	which	don’t	have	to	be	expensive.	
	
The	Fitbit	Financier
	
The	 fitbit	 financiers	 check	 their	 online	 bank	 balance	 and	 track	 their	 spending	 as	 often	 as	 someone	 training	 for	 an	 extreme
sporting	event	measures	their	calorie	intake,	resting	heart	rate	and	sleep	quality.		As	well	as	obsessing	over	credit	card	points,	they
are	likely	to	use	comparison	sites	and	download	applications	that	track	their	budgets.
	
Switching	providers	and	keeping	on	top	of	money	matters	is	a	good	thing.		The	Financial	Times	however	feel	that	the	underlying
reason	for	a	fitbit	financier	wanting	such	strong	control	over	their	finances	is	that	they	may	have	lost	control	over	other	areas	of
their	 lives.	 	 The	most	 important	 thing	 for	 a	 fitbit	 financier	 to	 do	 is	 ensure	 that	 they	 take	 a	 step	 back	 and	 always	 consider	 the
bigger	picture.		One	can	lose	sight	of	the	wood	for	all	the	trees	if	one	is	buried	in	obsessive	detail.
	
The	Ostrich
	
And	finally,	the	Ostrich	–	the	type	of	person	who	would	rather	bury	their	head	in	the	sand	than	organise	their	finances.		For	the
Ostrich	making	no	decision	always	feels	easier	than	the	possibility	of	making	the	wrong	decision.	
	
The	advice	for	the	Ostrich	is	simple.		You	need	to	set	aside	a	little	bit	of	time	each	month	to	have	a	look	at	your	finances.		Take	a
closer	look	at	what	your	returns	are	on	your	investments,	have	a	look	at	where	you	are	spending	your	money	and	thus	become
more	aware	of	where	you	can	improve	your	financial	position.
	
	
As	mentioned	in	 the	 introduction	understanding	or	knowing	your	financial	personality	will	enable	you	to	make	better	financial
decisions.		You	will	be	in	a	position	to	understand	why	you	want	to	behave	in	a	certain	way	when	it	comes	to	money.		We	believe
you	should	always	have	a	contribution	to	retirement	savings	and	make	contributions	on	a	monthly	basis.		Set	up	a	debit	order	and
have	 a	 proper	 risk	 adjusted	 asset	 allocation.	 	 Leave	 the	 money	 to	 grow	 over	 the	 longer	 term	 and	 enjoy	 the	 benefit	 of
compounding.	 	Contact	Magwitch	if	you	have	any	questions	on	what	you	should	be	doing	with	your	finances.	 	Whilst	we	may
not	be	able	to	add	much	more	insight	into	the	psychology	of	money	we	will	be	able	to	help	you	with	structuring	long	term	and
short	term	financial	decisions.	
	

	

ABOUT	MAGWITCH

	
Magwitch	Securities	is	a	Financial	Services	Broker	offering	the	following	products	as	a
comprehensive	financial	solution	to	both	individuals	and	businesses:

	
• Employee	Benefits • Retirement	Planning • Money	Market

• Medical	Aid • Investment	Planning • Investments

• Risk	Benefits • Estate	Planning • Treasury	Management

• Short	Term	Insurance • Foreign	Exchange • Trust	Administration

	
t:	011	453	3048 f:	011	453	0715 www.magwitch.co.za

	
Magwitch	Securities	Proprietary	Limited	is	an	authorised	financial	services	provider,
registered	with	the	Financial	Services	Board	-	FSP	number	26829

	
	
	
Disclaimer:	Although	every	 effort	 has	been	made	 to	 ensure	 the	 accuracy	of	 the	 content	of	 this	newsletter,	Magwitch	Securities
(Pty)	Ltd	 accepts	 no	 liability	 in	 respect	 of	 any	 errors	 or	 omissions	 contained	 herein.	The	 contents	 of	 this	 newsletter	 cannot	 be
construed	as	financial	advice	and	does	not	confer	any	rights	whatsoever,	enforceable	against	any	party	and	does	not	replace	any
legal	contract	or	policy	which	may	be	subject	to	terms	and	conditions.
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