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Highest Annual Return 12.27%; Lowest Annual Return 5.58%

Medium-Term Budget 
Policy Statement 
October 2020
On Wednesday, 28 October 2020,  
Finance Minister Tito Mboweni tabled  
the much-awaited Medium-Term 
Budget Policy Statement (MTBPS). After 
presenting a special budget in June to 
address the spending requirements to 
combat the COVID-19 pandemic, much 
more detail was expected to be revealed 
in the MTBPS in critical areas such as fiscal 
consolidation, non-interest expenditure 
and the path of domestic bond issuance.

Treasury expects real GDP growth to improve 
rapidly to 5.2% in 2021 and recover more gradually 
thereafter. Finance does, however, acknowledge that 
there is uncertainty associated with their forecasts 
as the possibility of a second wave of the COVID-19 
pandemic looms. The contribution of tax increases to 
fiscal consolidation remains limited, therefore, as tax 
revenue is expected to contract by 18.0% this year 
and is only expected to rise in the following years. A 
reduction in domestic government issuance is unlikely 
in the 2021/22 fiscal year as government seeks to 
finance the anticipated deviations from fiscal targets. As 
an investment house, we remain conscious of a slow 
and subdued economic recovery that is threatened by 
electricity constraints, lower government spending and 
struggling state owned enterprises (SOE’s).

Non-interest spending is budgeted to reduce as a 
percentage of GDP, from 32.4% in 2020/21 to 26.4% 
by 2023/24. A large proportion of these reductions 
are set to come from a public sector ‘wage freeze’ 
which, in itself, is a contentious issue raising the ire of 
the unions. Unions are demanding that government 
honour the 2020 wage agreement and engage in 
negotiations in good faith with workers regarding 
the next three-year agreement. Currently, workers 
at SOE’s, public entities and local government are 
excluded from the wage deal. There is growing calls 
from the unions for these entities to be included so 
that there can be one collective bargaining process.  
All this needs to be addressed as government 
also phases in a zero-based budgeting approach. 
Consequently, the potential for protracted negotiations 
is rising which, in turn, will retard implementation 
within reasonable time frames. »
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SOE’s remain a key bone of contention, with Eskom 
receiving an allocation of R23 billion and SAA R6.5 billion 
to settle debt and interest and R10.5 billion to implement 
its business recue plan. As a result, we can expect much 
consternation from sectors such as public health, safety 
and education who have been reprioritized to fund the 
abovementioned expenditure.
The MTBPS has also projected a further deterioration in 
government’s debt to GDP. Gross debt is now projected to 
stabilize at 95.3% of GDP in 2025/26. This leaves a strong 
possibility that the ratings agencies will downgrade South 
Africa as they assess the country’s ability to repay its debt.

READ MORE ABOUT “ANGLO AMERICAN PLC” ON THE NEXT PAGE » 

Risks to the South Africa’s economic outlook include 
weaker than expected growth, continued deterioration 
in public finances, the failure to implement structural 
reforms and the threat of a second wave of COVID-19 
infections. It is, therefore, vital that government 
implement the interventions of its reconstruction and 
development plan to boost confidence and increase 
competitiveness should we wish to return to a world 
where economic growth prevails, and public finances 
are sustainable. •
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Anglo 
American Plc
The “Platinum” 
Standard
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WHAT DO WE LIKE?
Anglo American is well-diversified in terms of their 
portfolio of assets, and as such they are more defensive 
than miners who are only focused on one or two 
commodities. The company’s diverse portfolio offers 
some protection as weakness in one market can be offset 
by strength in another commodity market. 
Platinum Group Metals (PGM) make up c.20% of AGL’s 
EBITDA, and through their investment in Anglo American 
Platinum, AGL is the low-cost producer in the PGM 
industry.  The Group benefits from having a vertically 
integrated (mining, processing, and refining) asset portfolio, 
and is the premium player in this space. Furthermore, PGM 
prices are expected to remain elevated in the medium 
term as the PGM market is in a structural deficit driven by 
car manufacturers demand for PGMs to meet increased 
stringent emission standards to reduce carbon emissions. 
New legislation has been introduced in the US and 
Europe, and in 2021 China will also be increasing its carbon 
emissions standards to reduce air pollution. »

Global Footprint

Anglo American plc (AGL) is a South 
African multinational diversified mining 
company based in Johannesburg 
and London, founded by Sir Ernest 
Oppenheimer in 1917. 

AGL engages in the exploration and mining of precious 
base metals and ferrous metals. Through its 79.4% stake 
in Anglo American Platinum, AGL has exposure to one 
of the world’s largest producers of platinum, with around 
40% of world output. AGL is also a major producer 
of diamonds (through The De Beers Group), copper, 
nickel, manganese, iron ore, and metallurgical & thermal 
coal. AGL has recently returned to the fertilizer business 
through the acquisition of Sirius minerals, after exiting its 
last fertilizer project in Brazil in 2016.
The business has mining operations around the world 
including Columbia, Brazil, Chile, Peru, Canada, South 
Africa, Namibia, Botswana, Zimbabwe and Australia.

Source: Anglo American 2019 Annual Report
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Physical Address: Alphen Estate, Alphen Drive, Constantia 7848, Cape Town / www.cadiz.co.za   
This document is confidential and issued for the information of the addressee and clients of Cadiz only. It is subject to copyright and may not be reproduced in whole or in part without the written permission of Cadiz. The information, opinions 
and recommendations contained herein are and must be construed solely as statements of opinion and not statements of fact. No warranty, expressed or implied, as to the accuracy, timeliness, completeness, merchantability or fitness for any 
particular purpose of any such recommendation or information is given or made by Cadiz in any form or manner whatsoever. Each recommendation or opinion must be weighed solely as one factor in any investment or other decision made by 
or on behalf of any user of the information contained herein and such user must accordingly make its own study and evaluation of each strategy/security that it may consider purchasing, holding or selling and should appoint its own investment or 
financial or other advisers to assist the user in reaching any decision. Cadiz will accept no responsibility of whatsoever nature in respect of the use of any statement, opinion, recommendation or information contained in this document.
This document is for information only and do not constitute advice or a solicitation for funds. Investors should note that the value of an investment is dependent on numerous factors including, but not limited to, share price fluctuations, interest and 
exchange rates and other economic factors. Performance is further affected by uncertainties such as changes in government policy, taxation and other legal or regulatory developments. Past performance provides no guarantee of future performance.
Cadiz Funds (Pty) Ltd (Reg. No. 2013/118580/07) is an authorized financial services provider (FSP 45442)
Boutique Collective Investments (RF) (Pty) Ltd (“BCI”) is a registered Manager of the Boutique Collective Investments Scheme, approved in terms of the Collective Investments Schemes Control Act, No 45 of 2002 and is a full member of the 
Association for Savings and Investment SA. 
Collective Investment Schemes in securities are generally medium to long term investments. The value of participatory interests may go up or down and past performance is not necessarily an indication of future performance. The Manager does not 
guarantee the capital or the return of a portfolio. Collective Investments are traded at ruling prices and can engage in borrowing and scrip lending. A schedule of fees, charges and maximum commissions is available on request. BCI reserves the right to 
close the portfolio to new investors and reopen certain portfolios from time to time in order to manage them more efficiently. Additional information, including application forms, annual or quarterly reports can be obtained from BCI, free of charge. 
Performance figures quoted for the portfolio is from Morningstar, as at the date of this document for a lump sum investment, using NAV-NAV with income reinvested and do not take any upfront manager’s charge into account. Income 
distributions are declared on the ex-dividend date. Actual investment performance will differ based on the initial fees charge applicable, the actual investment date, the date of reinvestment and dividend withholding tax.
A money market portfolio is not the same as a bank deposit account. The price is targeted at a constant value. The total return to the investor is made up of interest received and any gain or loss made on any particular instrument. In most cases 
the return will merely have the effect of increasing or decreasing the daily yield, but that in the case of abnormal losses it can have the effect of reducing the capital value of the portfolio. Excessive withdrawals from the portfolio may place the 
portfolio under liquidity pressures and in such circumstances a process of ring-fencing of withdrawal instructions and managed pay-outs over time may be followed. The yield is calculated using an annualised seven day rolling average.
Actual annual figures are available to the investor on request.
Investments in foreign securities may include additional risks such as potential constraints on liquidity and repatriation of funds, macroeconomic risk, political risk, foreign exchange risk, tax risk, settlement risk as well as potential limitations on 
the availability of market information.
Boutique Collective Investments (RF) Pty Ltd retains full legal responsibility for the third party named portfolio.
Although reasonable steps have been taken to ensure the validity and accuracy of the information in this document, BCI does not accept any responsibility for any claim, damages, loss or expense, however it arises, out of or in connection with 
the information in this document, whether by a client, investor or intermediary. This document should not be seen as an offer to purchase any specific product and is not to be construed as advice or guidance in any form whatsoever. Investors 
are encouraged to obtain independent professional investment and taxation advice before investing with or in any of BCI/the Manager’s products.

Iron Ore and Copper prices are also expected to remain 
elevated and above their long-run averages in the medium 
term as demand for the commodities remain strong. With 
respect to Iron Ore, the recent run up in prices has been 
driven by Chinese demand resulting from Government’s 
stimulus packages aimed at infrastructure development, 
and this demand is expected to be supplemented by the 
rest of the world going into 2021. Similarly in the Copper 
market, demand has been driven by China with their 
new infrastructure plan including 5G networks, ultra-
high voltage power transmissions, mass urban transit 
and high speed rail, and big-data centers, all of which 
are moderately copper intensive. Additionally, Copper is 
essential to the transition to a decarbonized world and 
should benefit from this transition.
Turning to Anglo’s balance sheet, financial risk is low. The 
company had a Net Debt-EBITDA ratio of 0.5x at the end 
of FY2019, with double-digit interest coverage ratio and 
a comfortable debt maturity profile. As such, we believe 
that the chance of bankruptcy is currently low.

WHERE DO WE STAND?
We are happy to hold the company at current levels due 
to the favorable market dynamics expected in several of 
their key commodities, which should provide attractive 
shareholder returns in the medium term as commodity 
prices remain strong across most of their portfolio. 
Furthermore, having a strong balance sheet with ample 
liquidity lowers the risk of permanent capital loss and 
provides the company with the ability to withstand the 
current economic storm. •


