
Strictly Private and ConfidentialAn Authorised Financial Services Provider

Minister Gordhan: Analysis on whether he will go

August 2016



Strictly Private and Confidential

Summary

• Market participants in our survey were very uncertain on whether Finance Minister Gordhan would remain in 

office, but almost everyone agrees that the rand would react extremely badly (the mean expectation is for a 

3.00 rand upside push on the USD/ZAR cross) and their business would suffer if he does go. 

• Political analysts lean towards Gordhan going: 3 of the 5 we surveyed said he would, and 1 said that it is 

probable. There is little certainty, however, on who would replace him, with Brian Molefe often being mentioned 

but without conviction. All agreed that Gordhan going would lead to a worsening of SOE finances but there is 

uncertainty over whether central government budget policy would change. 

• We sketch four scenarios on how all this plays out. We put a 25% probability on the worst case scenario 

playing out: Gordhan going and the rand and rates blowing out. Our core view remains that Gordhan will stay, 

which would see the market stabilise in current ranges, or even a little stronger. 
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A summary of political analysts’ views on Gordhan
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Analyst Will he go? Who would replace him Would fiscal policy 

change?

Implications

(RMB interpretation)

Ralph 

Mathekga

Yes. He is likely to resign 

due to isolation within the  

ANC.

It's difficult to tell at this point. It already is changing – the 

ANC is becoming more populist 

with negative budget 

consequences.

Conditions will get much worse.

Steven 

Friedman

Unlikely. This is only an 

attempt to weaken him. 

If he did go, then Deputy 

Minister Jonas would replace

him.

If he did go there would be no 

change in announced budget 

changes, but there would be 

actual relaxation of controls.

After a period of nervousness 

the markets would recover 

and settle down.

Prince 

Mashele

Yes. His arrest will provide 

the excuse for the Deputy 

Finance Minister plus DG to 

also be replaced.

Brian Molefe. Central government policy 

would remain unchanged. SOE 

finances would worsen. 

Markets in for a very bad ride 

over the next month or so.

Mari Harris Its possible, even probable. No idea, but someone close to 

the President. Maybe Molefe.

Yes, if it’s a Zuma insider, via 

allocation of cash to SOEs. 

Risks to play out soon with very 

bad market consequences.

Anthony 

Butler

Yes. Its likely to happen 

soon.

Brian Molefe, at a stretch Tito 

Mboweni. 

Yes, terribly. But the 

implications might be worse for 

Zuma.

Risks to play out within the next 

4 months with very bad market 

consequences.
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Analysts quotes

“The letter is part of Zuma’s smoky attempts to get rid of Gordhan. This attempt was only temporarily suspended 

due to the municipal elections.” Prince Mashele

“It remains unlikely that the Hawks and the faction backing them will force Gordhan out of office. I see myself at 

the moment as the anti-hysteria voice.” Steven Friedman

“Gordhan is increasingly becoming exhausted because of what is happening and he might resign on the basis of 

health. Fiscal policy is already changing. The ANC NEC is shifting towards populism, which means fiscal stance 

will be relaxed as populism triumphs.” Ralph Mathekga

“Gordhan going is a possibility and even probable, however, the optimist in me wants to believe that Gordhan will 

prevail.” Mari Harris

“It seems likely that Gordhan will be replaced soon. Despite Zuma’s control over the NEC and Cabinet, the local 

election results have done him real damage. He [Zuma] will now be gone by December 2017, for sure.” Anthony 

Butler
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RMB market survey: Initial  results

Do you think Gordhan will remain in office? Is the saga a risk to your business?
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RMB market survey: Initial  results

Rand’s (USD/ZAR) reaction if Gordhan goes Quotes from responses

• “Our investors should not be worried: we are diversified.”

• “This saga is bad for the country but not for us exporters.”

• “This could be the slip needed to send SA into a 

downgrade.”

• “Corporate SA needs to make a stand to stop this - for the 

sake of all of us and especially the poor.”

• “Please allow Minister Gordhan to do his job.”

• “If it is proven that Gordhan has contravened some code of 

conduct, then it must be fully disclosed, and SA will have to 

face up to the negative effects, whatever they may be.”

• “If Gordhan is removed, SA will go into a deep recession.”

• “If Gordhan is removed, Nenegate will look like child's play.”

• “Business needs stability.”
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Our scenarios
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Scenario (probability) Implication

Gordhan leaves his post. Replaced 

by someone without a history of 

supporting financial responsibility. 

(25%)

USD/ZAR goes to 17.00 or above. R186 goes to 10.00% – 10.50%. Recession guaranteed for 2017: 

investment and household consumption contracts for a more protracted period. Business cycle troughs in late 

2017 only. Reserve Bank tries to remain hawkish to shield currency but ends up being a lame duck because 

the economy is in free fall. Inflation accelerates quickly in 2018, reaching 8.0% and above. Rating downgrade 

a certainty and multiple downgrades are even possible. Possible loss of investment grade status even on the 

Local Currency (LC) rating, generating forced selling of government bonds by foreigners and feedback loops to 

the economy and the sovereign credit rating. 

Gordhan leaves his post. Replaced 

by someone with a history of 

supporting financial responsibility. 

E.g. Deputy Finance Minister Jonas. 

(10%)

Initial USD/ZAR volatility, with spikes to 16.00, but settles back in the 14.50 – 15.00 range. R186 weakens to 

9.50% – 10.00% then trades in 8.75% – 9.25% range. Period of uncertainty sees recession, but milder than in 

the scenario above. 2016 GDP forecast of -0.5% and 2017 GDP forecast of -1.0%. SARB manages to retain 

discipline mantle but does not hike rates. Rather, the cut in the repo rate will be a 2H17 story as the dust 

settles. Rating: one round of downgrades with S&P definitely at BB+. LC rating remains investment grade.

No resolution to the issue – it 

simmers as it has done since 

December 2015. (60%)

USD/ZAR range of 14.00 – 15.00. R186 range of 8.50% – 9.00%. Economy muddles through in line with our 

base case view. SARB remains hawkish, will try to fight the downside pressure on the repo rate. Rating: only 

S&P downgrade in December, to BB+, but general negative rating bias persists from other agencies.

Gordhan manages to clear his name 

completely. (5%)

USD/ZAR 13.20. R186 range of 7.75% – 8.25%. More pronounced softening in the CPI. Growth bottoms in 

1Q17. Repo rate cut in early 2017. As political risk disappears S&P will continue to give SA benefit of the 

doubt, implying ratings remain investment grade.
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SA specific risk in USD/ZAR over the past year

8

110

120

130

140

150

Jul-15 Sep-15 Nov-15 Jan-16 Mar-16 May-16 Jul-16

Index (Jul-11 = 100)

Rand
weakness

Nenegate

ConCourt on 
Zuma

Gordhan to be 
arrested

Hawks 
letter

Election

First news of 
Hawks 

investigation into 
Gordhan

Downgrade 
avoided

SA specific risk in the 
rand settled around 

10% higher after 
Nenegate and lasted 
around six months.



Strictly Private and Confidential

SA specific risk in USD/ZAR over the long term
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Ralph Mathekga – “Constructive dismissal”
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The ongoing investigations against Finance Minister Pravin Gordhan 

have brought uncertainty regarding his continued role as the head of the 

department. It has been confirmed that Gordhan has been requested to 

present himself to the Hawks to respond to questions. Speculation is that 

he will be charged. It is an open secret that Gordhan’s appointment was 

forced upon President Jacob Zuma following adverse market reaction to 

his decision to fire Nhlanhla Nene and replace him with David van 

Rooyen in December 2015.

The reality of the matter is that the Hawks seem to have no intention of 

expediting a case against Gordhan and thus have him answer in court. 

Rather, they have adopted a strategy of a lengthy harassing of Gordhan 

via having him constantly reporting to answer questions. 

The aim, in my view, is to ensure that he is kept preoccupied with worries 

that he will be charged, even if no charges are actually ever forthcoming. 

In this way Gordhan might end up resigning as finance minister, thereby 

removing a strong opponent of the abuse of public resources, including 

corruption in state-owned entities. 

Pravin Gordhan seems to be isolated within the ANC, despite the public 

support he enjoys outside the party. Without strong support from within 

his own party and within Cabinet, he is likely to resign and leave 

Treasury. This will give Zuma an opportunity to appoint his preferred 

appointee as finance minister – someone who would sign off on the 

controversial deals, including giving guarantees to SAA, and would allow 

transactions such as Dene-Asia to go ahead, all of which would benefit 

Zuma’s friends.

Gordhan is increasingly becoming exhausted because of what is 

happening and he might resign on the basis of health or stress. This will 

have an adverse impact on the markets. A source close to Gordhan 

stated to me that the investigations against him amount to “constructive  

dismissal”.
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Steven Friedman – Gordhan will remain

Despite the Hawks' determination to continue harassing Pravin Gordhan, 

it remains unlikely that they and the faction backing them will force 

him out of office.

The vendetta against Gordhan, led by the Hawks and SARS head Tom 

Moyane, is part of a continuing attempt by the ANC patronage faction to 

weaken National Treasury and its minister. But it is not clear that they are 

still trying to take over Treasury – they may be more interested in 

preventing it, making life difficult for SAA and other parastatals. And so 

their aim may still be harassment, not Gordhan’s removal. If the Hawks 

really did have the go-ahead to prosecute him, they would arrest him –

they would have no need to summon him and threaten him with a 

‘warning statement’. This threat looks much like the last one, a carefully 

leaked attempt to bully precisely because the Hawks lack the power to 

do anything more.
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If they Hawks want to prosecute him, they need the National Prosecuting 

Authority’s agreement. While the NPA might be good at not prosecuting 

the politically connected, it knows it cannot successfully prosecute 

without evidence. Since there is no case against Gordhan, a prosecution 

would not get very far and would be embarrassing. This may well deter 

the NPA – even if it doesn’t, the prosecution would probably fall at the first 

hurdle.

While the patronage faction also plants repeated leaks claiming Gordhan 

will be fired, there is no sign that they have the muscle to do this.

So Gordhan is likely to go only if the pressure persuades him that the job 

is not worth it. This seems unlikely unless he is sure he will be replaced 

by someone like-minded. The odds are still on him staying or giving way 

to someone like his deputy, Mcebisi Jonas, who will continue his 

approach.
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Prince Mashele – Very concerned
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Listen to our full conference call with Prince Mashele on the link. 

http://www.rmb.co.za/globalmarkets/conference_call_minister_gordhan.asp

Some of the views he expressed:

• Prince argued that the rationalist faction has the next week to 

pressure President Zuma into forcing the Hawks to back off their 

investigation. If they do not (and he thinks they will not), have the 

willingness or power to confront Zuma then Gordhan will face arrest in 

September and the president will use the opportunity to reshuffle the 

Cabinet.

• Not only would the finance minister be replaced, but so too the deputy 

finance minister and the senior management of National Treasury.

• He expects that Brian Molefe will be appointed as the new finance 

minister.

• This scenario, he believes, would lead to more patronage politics from 

the SoEs. He does not, however, think that it would lead to a major 

change in the headline central government budget figures. 

http://www.rmb.co.za/globalmarkets/conference_call_minister_gordhan.asp
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Mari Harris – Its possible, even probable

Although the opinion was expressed in many quarters that the roller-

coaster ride of 2016 was mainly due to the scandals that seem to follow 

the president: Nenegate, “state capture”, the court ruling on Nkandla, the 

court ruling on the more than 780 cases against the president, the finding 

that the reports of the public protector are indeed binding, the view 

expressed by many that the ANC’s relatively weaker performance in the 

elections could be laid at the president’s door, none of this stuck to our 

teflon president. After an initial quiet period, after the election (he did not 

even attend the parliament debate about the election) he struck.

His first step was to centralise the decision-making about parastatals 

under his control (there is already a commission handling this, led by the 

deputy president). Then earlier this week the next shock was delivered –

the Hawks summoning Pravin Gordhan to appear in their offices. 
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The rand fell like a rock after this announcement. The president has issued 

a statement that he is supporting Gordhan and that he has no power to 

intervene in the case – although legally he can instruct the minister to get 

the Hawks to stop their investigation. Perhaps the lure of getting hold of 

the country’s purse-strings are speaking louder at this stage.

Gordhan’s reaction to the summons is well-known. The reason for his firm 

position is probably two-fold – on the one hand he is probably tired of all 

the months of speculation of a rift between him and the president, on the 

other hand it might be an effort to call his opposition’s bluff: will they really 

get rid of the minister of finance and dunk the country into a free-falling 

economic crisis?

The answer, (if the past is anything to go by) is that this is a definite 

possibility and even probable. 

However, the optimist in me wants to believe that Gordhan will prevail, this 

might just be the catalyst needed by the “good people in the ANC” to lead a 

revolt against the president, the “premier league” and the system of 

patronage. This will be in the best interest of South Africans, the South 

African economy, the future of democracy in the country, investors  AND in 

the best interest of the ANC. 
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Anthony Butler - Gordhan will be replaced soon
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It seems likely that Gordhan will be replaced soon. My previous view was 

that Zuma would certainly wait until rating downgrades in December, 

which could be used to justify Gordhan’s removal. But a cabinet reshuffle 

is long overdue. Zuma will want to reward potential allies and to punish 

the SACP for coming out against a Zuma-anointed successor to the ANC 

presidency. This means open factional conflict anyway, and Zuma may 

decide that Gordhan should go at the same time.

The vacancy left by Mcebisi Jonas could be filled by Brian Molefe, 

although he has not proved to be politically astute since taking over at 

Eskom. He is a dangerous appointment because he knows his way 

around treasury, the PIC, and the hungry parastatals. Despite Zuma’s 

control over the NEC and Cabinet, the local election results have done 

him real damage. He will now be gone by December 2017, for sure. 

Nkosazana Dlamini-Zuma, in my view, is also dead in the water. This 

means Zuma is heading fast for lame duck status, and he may feel he 

cannot delay removing Gordhan. Politicians and officials now know they 

will not get protection or immunity for actions they undertake in the months 

ahead. Treasury’s stalling tactics, and those of DPME, will be intensified. 

The biggest problems for Zuma are that he has nothing on Gordhan and no 

credible candidate to take over. There is no crime that Gordhan could have 

committed and there is no way he will resign. The whole power grab is all 

too transparent.

When Zuma removes Gordhan, he will want to bring in someone more 

credible than Molefe. He may try to persuade Tito Mboweni – Zuma’s 

people pushed Mboweni up the NEC lists in 2014 and put him on the 

economic transformation committee. He looks good on paper, and this 

might take some of the edge off market reaction to Gordhan’s removal, at 

least among credulous investors. But he does not have the character of 

Nene and Gordhan, and will not be able to take the pressure. I cannot for 

the life of me see why he would accept this role in current circumstances, 

but you never know. Zuma’s naked power grab, and the likely market 

reaction, will probably be too much for the ANC to stomach. I think there is 

a good chance the Top-6 will persuade the NEC that Zuma has to go. But 

I’m not counting on it.
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representation and give no warranty with respect to, and assume no responsibility for:

– the correctness, accuracy and completeness or otherwise of the information contained in this presentation; or 

– the correctness or otherwise of RMB’s conclusions based on such information. 
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This presentation is intended for discussion purposes only and does not represent a commitment, proposal, recommendation, offer open for acceptance or
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