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WELCOME TO YOUR WEEKLY UPDATE!

This week, we look at the real cost of load shedding to the South African economy, Pfizer’s COVID-19 pill 
that could boost tourism worldwide, and lower unemployment statistics in the United States.

ECONOMIC COMMENTARY - DR. FRANCOIS STOFBERG

Load shedding, pills, and jobs

A few years back we set out to estimate the economic cost of load shedding in South Africa (SA). 
Because our focus was purely on the economic side, we excluded the social costs associated with load 
shedding, which would, of course, have inflated our findings. Nevertheless, our conservative back-of-
the-envelope estimates showed that SA’s economy was between 8% and 10% smaller than it could have 
been if we were not plagued by Eskom’s inefficiencies and inadequacies. In today’s terms, after Statistics 
South Africa adjusted our gross domestic product (GDP) figures, the economy would, therefore, have 
been between R360 billion and R450 billion larger, after adjusting for things such as inflation. What 
is even worse is if we consider the one million lost job opportunities resulting from having a smaller 
economy.

The problem, however, is that the issue is still with us, and that the cost of load shedding is growing at 
an exponential rate. The reason for this is because of the compounding nature of economic growth; it 
is growth on growth. Put differently, more growth leads to even more growth, or less growth leads to 
even less growth. So, if one measures the cost of load shedding from an initial point, and load shedding 
persists, then the 8% to 10% reduction in the size of the economy can quickly become 10% to 12%, 15% 
to 17%, and so on. News about persistent load shedding is, therefore, very worrying. Especially if we 
are made aware of key contractors who have stopped work on our newest power stations because of 
payment disputes. Each day of delay adds up.

What worries us even more is that the cause of our ongoing predicament is still the same, 
mismanagement and a lack of accountability, amongst others. These reasons can, however, be 
summarised as a lack of effective leadership. In isolated instances, such as the current one, Eskom 
cannot import electricity because of incidents in Zambia. But even then, the question remains: Why 
is it necessary to import electricity when, not too long ago, Eskom was considered the best utility in 
the world? Unfortunately, the issue of effective leadership is not an easy one to remedy. Changing a 
Chief Executive Officer or a Chief Operations Officer sounds good and, in many ways, does help, but 
transformational leaders need to be able to do what they do, and that is transform, a painful process 
that upsets the status quo. But, in Eskom’s case, being a state-owned enterprise that is subject to silly 
policies, such as our labour laws, this is near impossible and will take a lot longer and cost us a lot more.

On another note, the tourism industry received some welcome news from Pfizer. Tourism sectors across 
the globe, albeit more so in the case of SA, have been struggling to catch up, owing to COVID-19-related 
constraints, such as travel restrictions, virus variants, and fearful travellers, to name but a few. Pfizer, 
however, announced on Friday that the clinical trials of the pill that they developed to treat COVID-19 
showed that it was 89% effective against the virus. Pfizer has developed only the second anti-COVID-19 
pill after the pill that was introduced by Merck. Treatments like these are a huge stride towards finally 
emerging from the pandemic and will do a lot to boost the tourism industry worldwide.

Better economic results were released from the United States (US) shortly after the Federal Reserve 
announced their tapering plans, which removed much of the pent-up market uncertainty. Not only were 
the initial job creation figures for August and September revised upwards by 235 000, but more than 
531 000 jobs were created in October, much higher than analysts’ expectations. This reduced 
unemployment in the US to 4.6%.

IN CLOSING

Together with our asset management team at Efficient Private Clients, we will continue to track these 
macro-economic developments, always considering how this could affect your portfolio, and plan 
accordingly. Attached please find our weekly update on global indices, currencies and commodities as 
provided by Efficient Private Clients. 

Kind regards, 
Marius du Toit
Managing Director | B.Com; Post Graduate Diploma - Fin. Planning; CFP®
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Efficient Benefit Consulting (Pty) Ltd is an authorised financial services provider, FSP 48026.
Disclaimer: This material is not suitable for retail clients. It is for professional investors and advisors only. Efficient Benefit Consulting (Pty) Ltd defines ‘professional investors’ as those (e.g. investment managers, distributors, trustees and financial intermediaries) who have the appropriate expertise 
and knowledge with regards to investment markets and current strategies. Although every effort has been made to ensure the accuracy of the content of this report, Efficient Benefit Consulting (Pty) Ltd accepts no liability in respect of any errors or omissions contained herein. The forecasts stated 
in this report are the result of statistical modelling, based on a number of assumptions. Forecasts are subject to a high level of uncertainty regarding future economic and market factors that may affect actual future performance. The forecasts are provided for information purposes as at today’s date. 
Efficient Benefit Consulting (Pty) Ltd assumes no obligation to provide updates or changes to this data as assumptions, economic and market conditions, models or other matters change. The data contained in this report has been sourced by several investment managers and research professionals 
trusted by Efficient Benefit Consulting (Pty) Ltd, and should be independently verified before further publication or use. The contents of this report cannot be construed as financial advice and does not confer any rights whatsoever, enforceable against any party and does not replace any legal 
contract or policy which may be subject to terms and conditions. Past performance is no guarantee of future performance. Efficient Benefit Consulting (Pty) Ltd retains the right to amend any information contained in this report at any time and without prior notice. Efficient Benefit Consulting (Pty) 
Ltd, its affiliates and individuals associated with it may (in various capacities) have positions or deal in securities (or related derivative securities), financial products or investments, identical or similar to the products and securities stated, but do not hold material positions, nor seek to profit from 
the report. Should a conflict of interest between your interests and those of Efficient Benefit Consulting (Pty) Ltd be identified, Efficient Benefit Consulting (Pty) Ltd will use reasonable endeavours to disclose such conflict, together with details of any measures taken to avoid or mitigate the conflict 
situation. Such disclosure will include, but not be limited to, details of any ownership or financial interest (apart from those considered immaterial) that Efficient Benefit Consulting (Pty) Ltd may be or become eligible for. Such disclosure will be made in sufficient detail for there to be a reasonable 
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