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I’m a gnu—spelled G-N-U

Let’s look at the new cabinet
Imagine an animal that is large, has the head of an ox, the horns 
of a buffalo, the mane of a horse and the body of a large  
antelope. It’s a gnu.1 GNU is also the acronym for the new South 
African Government of National Unity. 

After 30 years of an African National Congress (ANC) govern-
ment, we have an inclusive coalition of 11 constituent parties 
spanning the far-left to the far-right, with control of 288  
of the 400 seats in parliament. Cyril Ramaphosa remains as 
president and leads a cabinet composed of 34 ministers  
from six coalition parties. Like the animal, this government 
contains many different political hues, but the bulk of the seats 
are held by the center-left (57%) and the center-right (37%).  
Two parties refused to join: uMkhonto weSizwe (MK)2 and 
Economic Freedom Fighters (EFF). These are exactly the parties 
that international investors did not want to see in government, 
because of their extreme policies, including land confiscation 
and nationalization. 

The ANC keeps the main positions for itself: finance, defense, 
health, trade and industry, justice, energy and electricity, mining, 
and the post of deputy president. The Democratic Alliance (DA) 
got the infrastructure, agriculture, immigration and education 
portfolios, as well as the deputy ministerial roles in finance, trade, 
energy, small business development and water. 

What should investors remember?
Because the ANC has dominated South African politics for the 
last 30 years, none of the new coalition members have experi-
ence in national government. Thus, it will take time for them to 
get to grips with their portfolios. Bearing in mind the ideological 
differences, it will be very tough to avoid confrontations over 
policy, although no one will want to appear overtly obstructive.

The electorate’s patience will likely be brief as expectations are 
high. The ANC was punished because of its failure to deliver 
basic services like electricity and water, and the country’s poor 
economic performance has resulted in one of the highest 
unemployment rates in the world. Eskom, the national power 
company, still suffers from unplanned breakdowns and equip-
ment failure that keep over a quarter of its installed capacity 
offline. Transport infrastructure gaps are keeping rail freight and 
port volumes down. Infrastructure investment must be a priority.

In terms of economic policy, international investors by and large 
have always preferred a coalition with the DA. The South African 
fixed income and equity markets and the rand have reacted 
favorably, as might be expected, to the absence of the two 
populist parties and to the broadly center-leaning administration. 
Expectations of reforms and a liberal economic program may 
have to be frustrated in the short term, but there is a road map to 
recovery forming. We believe the GNU can be like the gnu. When 
the gnu, which weighs up to 270 kilograms, gets going on the 
savannah, it can reach speeds up to 80 kilometers per hour— 
that will take some stopping! 

1. The title of this article is based on “The Gnu,” a humorous song written in the 1950s by Flanders and Swann. A gnu is sometimes called a wildebeest (meaning wild ox in Afrikaans  
or wild beast in Dutch).

2. The new party of Jacob Zuma, the disgraced ex-president who was forced to resign in 2018 after a string of corruption scandals, won an unprecedented 14.58% via his new MK party.
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WHAT ARE THE RISKS? 
All investments involve risks, including possible loss of principal. 
Equity securities are subject to price fluctuation and possible loss of principal. Fixed income securities involve interest rate, credit, inflation and 
reinvestment risks, and possible loss of principal. As interest rates rise, the value of fixed income securities falls.
International investments are subject to special risks, including currency fluctuations and social, economic and political uncertainties, which 
could increase volatility. These risks are magnified in emerging markets. Investments in companies in a specific country or region may 
experience greater volatility than those that are more broadly diversified geographically.
Any companies and/or case studies referenced herein are used solely for illustrative purposes; any investment may or may not be currently held 
by any portfolio advised by Franklin Templeton. The information provided is not a recommendation or individual investment advice for any 
particular security, strategy, or investment product and is not an indication of the trading intent of any Franklin Templeton managed portfolio. 

IMPORTANT LEGAL INFORMATION
This material is intended to be of general interest only and should not be construed as individual investment advice or a recommendation or 
solicitation to buy, sell or hold any security or to adopt any investment strategy. It does not constitute legal or tax advice. This material may not be 
reproduced, distributed or published without prior written permission from Franklin Templeton.
The views expressed are those of the investment manager and the comments, opinions and analyses are rendered as of the publication date and 
may change without notice. The underlying assumptions and these views are subject to change based on market and other conditions and  
may differ from other portfolio managers or of the firm as a whole. The information provided in this material is not intended as a complete analysis 
of every material fact regarding any country, region or market. There is no assurance that any prediction, projection or forecast on the economy, 
stock market, bond market or the economic trends of the markets will be realized. The value of investments and the income from them can go 
down as well as up and you may not get back the full amount that you invested. Past performance is not necessarily indicative nor a guarantee 
of future performance. All investments involve risks, including possible loss of principal.
Any research and analysis contained in this material has been procured by Franklin Templeton for its own purposes and may be acted upon in 
that connection and, as such, is provided to you incidentally. Data from third-party sources may have been used in the preparation of this material 
and Franklin Templeton (“FT”) has not independently verified, validated or audited such data. Although information has been obtained from 
sources that Franklin Templeton believes to be reliable, no guarantee can be given as to its accuracy and such information may be incomplete or 
condensed and may be subject to change at any time without notice. The mention of any individual securities should neither constitute nor be 
construed as a recommendation to purchase, hold or sell any securities, and the information provided regarding such individual securities  
(if any) is not a sufficient basis upon which to make an investment decision. FT accepts no liability whatsoever for any loss arising from use of this 
information and reliance upon the comments, opinions and analyses in the material is at the sole discretion of the user. 
Products, services and information may not be available in all jurisdictions and are offered outside the U.S. by other FT affiliates and/or their 
distributors as local laws and regulation permits. Please consult your own financial professional or Franklin Templeton institutional contact for 
further information on availability of products and services in your jurisdiction.
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