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Our world is made up of many tiny parts that are useful 
only when we combine them.  Mankind’s achievements 
– from your computer to countless financial 
transactions, property developments, medical 
procedures to flight navigation systems – all result from 
joining people and things to each other.  With 
knowledge, western capitalism explored different 
economic combinations in order to create our wealth.  
As a modern society we have been able to organise 
knowledge… essentially “ownership memory systems” 
of capital such as who owns what and where with other 
attributes associated to tangible (land, buildings, 
machines) or intangible assets (stocks, patents, 
promissory notes etc).  As with cells in your body, the 
logic behind asset documentation is the DNA of 
capitalism.   

Today we have 
factories of 
“quasi-facts”, but 
our problem is 
that our “memory 

systems” 
stopped, or in 
some cases 
refrain from 
telling the truth eg 
off-balance-sheet 
accounting, debt 

hidden in foot notes, projected high returns by analysts, 
poor data by rating agencies and much more.  People 
struggle to distinguish opinion from fact.  We have 
lost confidence in the system we created ourselves.  
Mixed into this system emotions of greed and fear and 
you get a dysfunctional environment in order to make 
sound investment decisions.  What, or who will fix this, 
or is the onus on us? 
 

The Relative Value Arbitrage Fund (RVAF) 
This is a trite topic, but most clients are aware of a 
roughly R3 billion investment scheme that just 
collapsed in the Western Cape.  Apparently it was 
operated as a Ponzi scheme and not a legitimate 
private equity or hedge fund as perceived by conned 
investors.   
 

A Ponzi scheme (called after Charles Ponzi) is a 
fraudulent investment operation that pays returns to its 
investors from their own money or the money paid by 
subsequent investors, rather than from profit earned by 
the individual or organization running the operation. The 
Ponzi scheme usually lures new investors by offering 
higher returns than other investments, in the form of 
short-term returns that are either abnormally high, or 
unusually consistent over time.   
 

This is one more scheme added to the list of Fidentia, 
PECF Investments, CMM, Masterbond, Sharemax, 
Realcor, Owen Wiggens Trust, BlueZone, Barry 
Tannenbaum and many others.  There is usually a 
golden tread through all these stories: 
• Polished individuals with likeable personalities and 

a “trustworthy” nature enjoying; 
• Lavish and ostentatious lifestyles 
 
 

• Grandiose guarantees and promises with a lack of 
transparency into business dealings 

Do some individuals only look at returns when they 
invest?  Was a well-known auditing firm involved in 
promoting such a fraudster?  What is the FSB’s 
(Financial Services Board) role?  Were the major banks 
not able to pick up suspicious transactions which could 
have been investigated?  What are their [the banks] 
obligations?  There are too many questions – all with 
poor or unclear answers… 
 

What do we take away from this? 
• These schemes will not stop.  There are more 

coming... be on the lookout for them.  As humans 
we tend to make the same mistakes 

• High returns come with high risk 
• Look for facts and take opinions with a pinch of salt.  

Do the research and due diligence yourself or 
appoint a qualified person to do it for you.  
Important questions that should be answered: What 
is the training and background of those individuals?  
Are there audited financial statements?  What 
transparency do I have as investor?  How is cash 
routed through various entities and accounts?   

• Try to remain with reputable institutions with a long 
track record; ie over decades.  It's never a 
guarantee, but it offers peace of mind 

• Do you invest in a listed or unlisted entity?  Do the 
investor enjoy any protection by the regulator, and 
under which law?  Most legal structures have 
proper SARS documentation 

• Do not chase returns because you need to make up 
capital shortfalls or because “your neighbour is 
doing so well” 

• A cliché after all, but if it sounds too good to be true 
it usually is  

 

At Afrafin (Pty) Ltd. we follow a thorough investment 
philosophy within a highly regulated environment.  It 
comes with red tape, but it is there to protect the 
investor.  Our entire structure assures clients that 
investment strategies have the appropriate checks and 
balances. 
 
 

Welcome Lésyl Potgieter! 
We are excited to announce that 
Lésyl recently joined our practice.  
She has more than 8 years 
experience as a qualified CA(SA) 
at distinctive listed international 
and local companies.   In 2006 
Lésyl was appointed as trustee of 
their Family's Trust which served 
as catalyst for her to join the 
financial services industry in an 

advisory capacity.   
 

She gained relevant experience as a personal financial 
planner at Sanlam in Johannesburg and until recently 
was employed as an Independent Investment Advisor 
at a private wealth manager firm in Cape Town.  Lésyl 
is passionate about serving clients in order to make 
sound decisions and possesses a keen interest in 
behavioural finance.  She enjoys the outdoors and likes 
to run and hike. 


