
 May - 2013

www.oasiscrescent.com | 021 413 7860 | 0860 100 786 1

Active Citizenry and Investments

In part, the unwillingness of corporate South Africa to 
invest in our country reflects a more difficult and 
uncertain economic environment. However, it also 
reflects a generally inadequate appreciation of long term 
returns, sustainability, and social responsibility in the 
private sector. The lack of sufficient investment in South 
Africa’s production capacity is glaringly illustrated in our 
trade account 
deficit. Unable to 
manufacture our 
own machinery and 
equipment, the 
country has to 
import these goods 
in order to expand 
our network 
i n f r a s t r u c t u r e . 
Additionally, a wide 
mix of consumer 
goods, which range 
from food to 
textiles, is imported into the country every month. The 
resulting oversupply of domestic currency on the 
international market causes the Rand to weaken, driving 
effective prices for these imported goods higher, which 
then leads to faster inflation – further squeezing already 
pressured budgets. 

In a bid to remedy the trade imbalance we currently 
experience, government is looking to become more 
aggressive in protecting domestic industries from 
international competition. For example, we have already 
seen in 2013 the imposition of an anti-dumping tariff on 
mirrors imported from China, with other glass products 
such as windscreens also benefitting from similar 

interventions. This is broadly in line with the Industrial 
Policy Action Plan, the Trade Policy and Strategy 
Framework, the New Growth Path and National 
Development Plan documents, which all acknowledge 
the benefits of thoughtful intervention in the 
outward-facing and labour-intensive sectors of our 
economy. 

While clearly beneficial 
over the short term, 
protective measures 
such as these should 
not be considered a 
permanent or 
sustainable way to 
boost the competitive 
position of our country. 
If South Africa wishes to 
maintain its political 
standing in various 
international forums, it 

will need to stay within agreed free trade measures and 
allow fair global trade to thrive over the long term. In 
addition, if our exporting industries are to survive the 
volatile movements of the foreign exchange market 
without putting undue pressure on government 
capacity, we will require a much more fundamental 
boost to competitiveness. In this respect, it is the private 
sector that must come to the fore. Investment in human 
and physical capacity evidently feeds strongly into 
higher productivity, lower prices, and a more robust 
economy. However, greater investment in more 
uncertain times requires a broader view of the link 
between sustainability, security, stability, and ultimately 
profitability.

Changing Investment Contributions
(1997 - 2012)

The investment landscape in democratic South Africa has evolved significantly over 
time. According to South African Reserve Bank data, the contribution of private sector 
investment to GDP actually declined by 0.5 percentage points between the last quarters 
of 1997 and 2012. By contrast, the contribution of public sector investment to GDP 
increased by 2.4 percentage points over the same fifteen-year period.
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In March, the Oasis Group announced an 
investment of R460 million into Rainbow Chicken 
Limited as part of the rights issue offer by Rainbow. 
Post this investment, Oasis on behalf of its clients, 
will continue to represent 11.9% of the total 
outstanding shares of the company. Currently, 
Rainbow and other domestic chicken producers are 
facing a significant 
competitive threat 
from foreign 
companies, many of 
which are based in 
Brazil, Argentina, the 
EU, and the USA. 
Creating a 
c o m p e t i t i v e 
mismatch, some of 
these foreign 
producers appear to 
be benefitting from 
unsustainable government subsidies in their 
countries, allowing them to undercut South African 
companies in the domestic poultry market. 

Although measures to protect our poultry industry 
have been taken previously, a provisional 
anti-dumping tariff lapsed in February of this year. 
Thus while further protective measures are being 
debated in government, we believe that it is 

appropriate for investors to provide domestic 
companies such as Rainbow with the capital 
necessary to further establish themselves in the local 
and global markets. Investing in the food security of 
our country is an important step to developing our 
economy, with growing demand in the rest of Africa 
providing ample profitable opportunities for the well 

positioned South 
African company. 
Over the short term 
Rainbow has seen 
tough competition 
from international 
producers, but we 
believe that the long 
term benefits of this 
i n v e s t m e n t 
s i g n i f i c a n t l y 
outweigh the current 
risks. Our 

investment into Rainbow thus reflects our view that it 
is time for the private sector to step in for 
budget-constrained governments the world over. 
Socially responsible investments create stability, 
foster social cohesion, and improve long term 
returns. Private sector investment can do a lot more 
in the future to boost our country’s competitive 
position, reversing the deficit in our trade account 
and keeping growth and inflation at healthy levels.  

Currency Weakness Fuels Inflation
Currency Depreciation Inflation Rate (RHS)
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