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South African rand slumps after finance minister is
dismissed
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South Africa's president, Jacob Zuma, sacked his finance minister last night,
sending the rand into a tailspin and dragging down share prices.
The South African currency, the rand, hit the skids after Nhlanhla Nene was
removed from office, though the president said Nene would be deployed to
"another strategic position".
The US dollar now buys around 15.33 rand, compared to around 14.51
overnight, which is the lowest level the South African currency has ever sunk to
against the greenback.
Against the pound, the rand's value tumbled to around 23.21 to the pound from
around 21.98 overnight, which has serious ramifications for London-listed but
South Africa focused operators such as finance houses Old Mutual and
Investec, plus commodities plays such as Acacia Mining.
Old Mutual (LON:OML) had lost around one-eighth of its value, reflecting the
fact that its South African Nedbank subsidiary, Nedbank, accounted for just
under 45% of Old Mutual's adjusted operating profit before tax in its recent half
year results.
In the first half of the year, the rand traded at 18.16 to the pound on average,
so the depreciation to more than 23 will put a dent in Old Mutual's profits when
translated into sterling.
RBC Capital Markets was quick off the mark, downgrading the stock to 'underperform' from 'sector perform' and chopping the price target to 180p from 200p.
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Investec (LON:INVP), meanwhile, was down 9% in lunchtime trading. It also
reports in sterling but has a large corporate and private banking business in
South Africa.
You can see the effects of a soft rand on its figures in its six months results to the end of September, where operating
profit before tax was up 16.1% in sterling terms and up 27.0% in rand terms.
For Acacia Mining (LON:ACA), the decline of the rand is less of an issue, as indicated by the fact its shares had only
dipped 3.8% towards the end of the lunchtime session.
It reports in US dollars, so there will be translation losses when South African revenues are converted into dollars, but
the company formerly known as African Barrick Gold is more concerned about the value of the Tanzanian shilling these
days, being the largest gold producer in Tanzania.
Likewise, Vedanta Resources (LON:VED) is more concerned these days about the movements of the Indian rupee (and
the Zambian kwacha) as the rand.
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It remains to be seen whether President Zuma can appoint someone to restore confidence in the country's economic
management; one of the first problems the new finance minister will have to deal with is the likely interest rate rise in the
US, which will put the rand under further pressure.
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Proactive Investors facilitate the largest global investor network across 4 continents in 4 languages. With a team of analysts
journalists & professional investors Proactive produce independent coverage on 1000's of companies across every sector for private
investors,
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client
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No investment advice
The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including Company-related
products, and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that
contributors may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases
where the position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and
agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price
and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such
calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be
selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored
to
your
specific
situation.
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