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CrossMark

Orientation: Compromised global trust levels appears to be one of the lasting legacies of the
2007 financial crisis, also in the financial services industry. In order to rebuilt trust, it is not only
important to identify the drivers of trust, but also to assess the contexts within which trust is
cultivated.

Research purpose: The researchers investigated the impact that this announcement and a
subsequent apology by Futuregrowth'’s chief investment officer (CIO) had on trust in the asset
management sector.

Motivation for the study: Trust could be compromised when investors publicly engage with
investee companies on contentious issues. As most investor activism in South Africa takes
place in private, a unique research opportunity presented itself when Futuregrowth Asset
Management publicly announced that they would suspend their funding to six state-owned
enterprises (SOEs). Futuregrowth is the biggest private fixed-income asset manager in Africa
and is renowned as a responsible investor.

Research approach/design and method: Content analysis was performed on 31 articles
published in financial newspapers and magazines. In addition, semi-structured personal
interviews were conducted with the CIO of Futuregrowth, another member of his team and six
prominent local asset managers.

Main findings: The findings suggest that asset managers who wish to engage with investee
companies in South Africa, especially SOEs, should preferably do so in private as a first recourse.
When they do decide to speak out in public, they should focus on maintaining both calculative
and affective trust. Failure to recognise the importance of affective trust, especially during periods
of socio-political and economic uncertainty, could jeopardise trust in the asset management sector.

Practical/managerial implications: The evidence suggests that affective trust is increasingly
important in the chosen sector. Asset managers should no longer only focus exclusively on
credibility, reliability and competence but should also give due consideration to the affective
trust elements of integrity and fairness.

Contribution/value-add: The findings are particularly pertinent in countries with small stock
exchanges and high degrees of director interlocking. The research methodology adopted in
this study represents a novel contribution to research in the asset management field.

Introduction

‘It is in your hands to create a better world for all who live in it". This quote by the late Nelson
Mandela seems at odds with the current reality in South Africa where politicians and business
leaders are increasingly acting in their own best interests. According to the 2017 Edelman Trust
Barometer, only 15% of South Africans trust the government and only slightly more than half
(56%) of the surveyed individuals trust private businesses (Edelman Trust Barometer 2017a).
Trust in both spheres was no doubt further eroded when RSA bonds and bonds issued by the four
largest banks were downgraded to junk status in April 2017.

Areview of the literature shows that trust is particularly important in the financial services industry,
given the high levels of risk and a sense of vulnerability (Alalwan et al. 2015; Bachmann, Gillespie
& Priem 2015). Unfortunately, rising incidences of insider trading, fraud and pyramid schemes are
eroding trust and relationship management efforts in this industry (Hurley, Gong & Wagqar 2014).

It has been argued that trust is best developed and nurtured when investors and their appointed
asset managers engage with investee companies in private (McNulty & Nordberg 2016). This is
particularly true in countries with small stock exchanges and a high level of director interlocking.
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The number of companies listed on the Johannesburg Stock
Exchange is not only small but has also decreased in recent
years (Boshoff & Schulshenk 2014; Market Profile June 2018).
To compound matters, the percentage of directors serving
on three or more boards simultaneously has risen
(Williams, Deodutt & Stainbank 2016). In such an environment,
characterised by a high level of interconnectivity, trust can
easily be jeopardised should asset owners or asset managers
publicly ‘name and shame’ directors. As most investor activism
in South Africa takes place behind closed doors, a unique
research opportunity presented itself when Futuregrowth
Asset Management publicly announced in 2016 that they
would suspend funding to six state-owned enterprises (SOEs).

Futuregrowth is the biggest private fixed-income asset
manager in Africa, managing approximately $2.4 billion
worth of assets (About us 2017). Driven by their desire to
make a positive contribution to society, they have pioneered
several development funds focusing on low-income housing,
urban regeneration, shopping centres in rural areas and
townships, sustainable agriculture and renewable energy.

On 31 August 2016, Futuregrowth’s chief investment officer
(CIO), Andrew Canter, publicly announced that they would
not roll over existing debt or extend new debt to the South
African power utility Eskom, rail and ports operator Transnet,
the South African National Roads Agency (SANRAL), the
Land and Agricultural Development Bank of South Africa
(Land Bank), the Industrial Development Corporation (IDC)
and the Development Bank of Southern Africa (DBSA).
Canter justified the funding freeze citing serious governance
concerns within these entities (Cohen 2016a).

Journalists called the announcement an unprecedented,
courageous move — one that ‘might even spark a financial
revolution” (Hogg 2016a). As Treasury bond yields rose and
the South African rand weakened to its lowest level in more
than 7 weeks (Potelwa 2016), Canter had to contend with
harsh criticism from the investment public via social media.
Futuregrowth’s parent company, Old Mutual plc, also
condemned the asset manager’s public approach, as did
executives of the targeted SOEs, government ministers and
some clients (Anon 2016b; Smith 2016). Research shows that
hostilities often occur when investors publicly engage with
investee companies (Brav et al. 2008).

As far as could be ascertained, no previous studies have
investigated the effect of public investor activism on trust in
the asset management sector. Most researchers have
concentrated on the impact of such activism on the market
values of investee companies and changes to corporate
policies and practices post-engagement (Kolstad 2016; Wen
2009). It can be argued that both calculative and affective
trusts are essential in building and maintaining high levels of
trust in the asset management sector. Failure to do so could
jeopardise the survival and prosperity of entities in this sector.

Various aspects relating to trust will be discussed in the
following sections. Next, the methods used to collect and
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analyse the data will be presented along with the main
findings of the study. Finally, pertinent recommendations for
asset managers will be offered.

Exploring trust
Defining trust

One of the key building blocks of a sound relationship is trust
(Morgan & Hunt 1994). Despite a plethora of academic
studies on the importance of trust, the exact meaning of the
construct remains elusive. The lack of conceptual clarity is
apparent in the variety of definitions proposed in the
literature. One of the earliest definitions of trust was provided
by Moorman, Deshpandé and Zaltman (1993) who define the
construct as ‘a willingness to rely in an exchange partner in
whom one has confidence’. This definition emphasises the
exchange partner’s trustworthiness, which, in turn, is based
on expertise, reliability and intentionality. Morgan and Hunt
(1994) concur and claim that trust exists when one party has
confidence in an exchange partner’s reliability and integrity.

Despite the different definitions of trust (Ennew & Sekhon
2007), anumber of key themes are embedded in the construct,
namely that exchange partners are often interdependent on
each other and that trust is critically important when risk is
prevalent and parties are vulnerable. From an academic
perspective, trust is a complex phenomenon, resulting in a
situation where scholars of different disciplines have defined
trust through alternative lenses, resulting in divergent rather
than convergent theories (Moin, Devlin & McKechnie 2015).
Despite this divergence in definitions, researchers appear to
agree that trust essentially consists of two distinct dimensions,
namely a calculative (or cognitive) dimension and an affective
(or emotional) dimension (Wilson, Straus & McEvily 2006).

The calculative dimension of trust is based on an evaluation of
the partner’s predictability, dependability, credibility, reliability
and competence (Aulakh, Kotabe & Sahay 1996; Wu, Wu &
Wang 2016; Young-Ybarra & Wiersema 1999). According to
Chua, Ingram and Morris (2008), calculative or cognition-based
trust refers to trust ‘from the head’, a judgement based on
evidence of another’s competence and reliability. Calculative
trust was found to be performance-based in nature with
rationality that is used as the basis for trusting the other party
(Zur, Leckie & Webster 2012). This dimension of trust could
therefore be equated to a calculative decision that needs to be
taken on the continuance of a relationship. The calculative
dimension is based on the rational evaluation of risks, rewards,
controls and information derived from beyond the exchange
interface. Acting with cognitive trust could prevent role players
from behaving opportunistically (Tyler & Stanley 2007).

Not all exchanges can be accounted for by rational choices,
resulting in an emphasis on the more emotional or affective
dimension of trust (Dowell, Morrison & Heffernan 2015).
This affective dimension of trust focuses on the confidence
that partners have on the basis of feelings or emotions.
According to Rempel, Holmes and Zanna (1985), these
feelings tend to be generated by the level of care and concern
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the partner demonstrates; also, this component of trust is
characterised by feelings of security (Johnson & Grayson
2005). Zur et al. (2012) furthermore found that this type of
trust is emotionally based and is characterised by the
perceived strength of the relationship and the sense of
security felt in the relationship.

Affective trust is further characterised by integrity,
benevolence, likeability, honesty, judgement, fairness and
faith (Smith & Barclay 1997; Young-Ybarra & Wiersema 1999;
Zaheer, McEvily & Perrone 1998). In contrast to calculative
trust, affective-based trust refers to ‘trust from the heart’
based on one’s own emotions and senses of the other’s
feelings and motives (Chua et al. 2008). In summary, it can be
argued that calculative trust is objective, whereas affective
trust is more subjective in nature (Pi, Liao & Chen 2012).

Warrington, Abgrab and Cladwell (2000) established that
trust in business relationships is typically built on calculative
grounds. Nowhere is this more applicable than in the
financial services industry (Wang, Ngamsiriudom & Hsieh
2015). Tyler and Stanley (2007), however, assert that the
financial services industry is characterised by high levels of
both calculative and affective trust, not only on an
interpersonal level, but also on an organisational and inter-
organisational level.

Importance of trust

The dawn of the new millennium saw a renewed interest in
the topic of trust albeit from a multidisciplinary perspective
(Tyler & Stanley 2007). The importance of trust is so well-
documented that it can be viewed as the universally accepted
basis for all human interaction (Leisen & Hyman 2004). Berry
(1995) refers to trust as the glue that ties consumers to the
products and services that they acquire.

As indicated earlier, trust is pivotal in the financial services
industry. Devlin et al. (2015) even claim that trust is to be
expected as:

.. anybody who gives over significant amounts of money to
another party must have a basic level of trust that resultant
fiduciary responsibilities will be met and that their money will
not disappear overnight. (p. 235)

The 2007-2009 global financial crisis, however, eroded trust
on a global scale; to such an extent, that rebuilding trust
appears to be the new ‘normal” in business (Hansen 2014).
Scandals have further diminished trust in the financial
services industry (Moin et al. 2015). Not only has the 2007-
2009 global financial crisis negatively affected trust in
general, but it has also resulted in a loss of confidence in
financial institutions in general (Uslaner 2010). Vaskova and
Vaskové (2010) observe that the crisis took the world by
surprise, and resulted in a complete breakdown of trust. It
was therefore not surprising to learn that the crisis was
widely referred to as a ‘crisis of trust” among an outraged
public (Barry 2009).
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Current state of trust

Although trust can be defined and measured differently, the
Edelman Trust Barometer is recognised as one of the most
reputable measures. The Barometer, which originated in 2001
and which measures the perceptions of more than 33000
individuals, annually measures trust levels in governments,
private businesses, non-governmental organisations and the
media the world over. Inferences on the general levels of
trust are made at a country and industry level. As indicated
in Figure 1, trust in private businesses decreased from 2016 to
2017 in 18 of the 28 surveyed countries.

The average level of trust for all the surveyed countries was
52%. Approximately 56% of the surveyed individuals trusted
private businesses in South Africa. Although the level of trust
in South Africa is seemingly higher than that in other
emerging economies, it has decreased by 4% from 2016 to
2017.

South Africa was one of only five countries where Chief
Executive Officer (CEO) credibility was above 50% (52%).
Although this statistic appears to be positive, it should be
noted that it deteriorated by 16% on a year-to-year basis. In
an industry-specific report, Edelman found that, at 54%, the
financial services industry had the lowest level of trust of all
the reported industries in 2017 (Edelman Trust Barometer
2017b). Within this industry, the asset management sector
had the lowest overall trust percentage, namely 50%. This
finding is particularly disconcerting given the importance of
trust in this sector (Bachmann et al. 2015).

An alarming finding of Edelman’s financial services industry
report (Edelman Trust Barometer 2017b) is that trust in this
industry is increasingly built on the perceptions of peers, as
opposed to relying on experienced role players in the
industry. For example, trust in ‘a person like yourself’ and in
‘technical experts’” were both reported to be 60%, whereas
trust in CEOs was measured at a mere 37% and in boards
only 35%. Peers are therefore regarded as credible experts
(Edelman Trust Barometer 2017b). The preceding discussion
necessitates an investigation into the importance of the
rebuilding of trust in private businesses in general and in
financial services providers in particular.

Restoring trust

The well-known saying that ‘trust takes a long time to
build and a moment to be destroyed’ is particularly
relevant in the financial services industry. It is generally
assumed that the emotional dimension of trust is often
neglected by practitioners in this industry (Chong &
Tuckett 2014). It is important to note that trust is a personal
and reciprocal process that is shaped by soft skills. As
Green (2014) puts it:

Trust is not gained by preaching it, mandating it, incentivising it
or demanding it. We trust people, not policies. We trust those
people who behave in trustworthy ways toward us, and —
equally important — we trust those people who trust us. (p. 20)



https://www.jefjournal.org.za�

Page 4 of 14 . Original Research

80 -

70

60

52

50

40 -

Percentage (%)

30

20

10 A

()
e

34

©
(-]
©

39

40

41

()
()
(-]

41

43

43

(-]
o
()
()
©
e
©
©
e

45

45

46

46

48

50

50

55

56

()
e
e

56

58

58

(]
©
®
()
®

60

61

64

64

67

®
®
o
(]

67

74

76

Global 28-Country

South Korea

Hong Kong

Russia

Poland

Ireland

Japan

Germany

Turkey

Argentina

United Kingdom

Spain

Sweden

Australia

France

Canada

Italy

Malaysia

South Africa

Singapore

United States

The Netherlands

Brazil

Columbia

United Arab Emirates

China

Mexico

India

Indonesia

Country

Source: Edelman Trust Barometer, 2017a, Global annual study, 2017, Global results, viewed 09 January 2018, from http://www.edelman.com/trust2017/
Note: The numbers in black circles refer to the percentage increase or decrease over the period 2016-2017.

FIGURE 1: Trust in private businesses: A global perspective.

A changing financial services landscape requires policy-
makers to rethink their current approaches to decision-
making. From the onset, they need to be aware of the different
ways in which trust can be built, broken and restored in this
industry. More emphasis should be placed on the impact of
behavioural biases on financial decision-making. The
literature suggests that rebuilding trust in the financial
services industry could be attained by focusing on the key
building blocks (or antecedents) of trust. Prior studies
provide significant evidence confirming the relationship
between satisfaction and trust (Garbarino & Johnson 1999;
Leisen & Hyman 2004), particularly in the financial services
industry (Roman 2003). Abdul-Muhmin (2005) confirms that
satisfaction is positively associated with the perceptions of
service providers” benevolence and credibility. The positive
impact of effective corporate communication on the formation
of trust is equally well reported (Kang et al. 2005; MacMillan
et al. 2005). Canary and Cupach (1988) found a positive
relationship between the level of
communication and trust where trust needs to be restored.
Gounaris and Prout (2009) argue that it is imperative to use
appropriate communication skills to restore trust.

satisfaction with

The literature further confirms the positive effect that
competence has on the management of trust (Coulter &
Coulter 2003). Perry, Cavaye and Coote (2002:79) define
competence as ‘the degree to which business transactions
meet performance expectations’. Furthermore, Selnes (1998)
contend that competence constitutes both technical expertise
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regarding products and services, and knowledge of
customers, organisations, markets, competitors and the
industry.

Customisation was found to be a further building block of
trust (Gill, Flaschner & Shachar 2006). The key premise
behind customisation refers to the extent to which a service
provider is willing to accommodate their customers’
changing needs (Homburg, Giering & Menon 2003). Yilmaz,
Sezen and Ozdemir (2005) likewise ascertain that exchange
partners should be willing to act responsively and to adapt
their service offerings whenever specific requests are made.
Homburg et al. (2003), furthermore, argue that an exchange
partner’s flexibility can contribute to expanding and
solidifying their relationship. In the financial services
industry, Gill et al. (2006) contend that customisation is
dependent on the competence of staff, as individual clients’
needs can only be identified by people who are competent to
do so. The study also contends that customisation is often
linked to empathy, which is an affective element of trust.

Another building block that is often used to manage or
restore trust is shared values. Studies by Kang et al. (2005),
MacMillan et al. (2005) and Morgan and Hunt (1994) confirm
that if the relevant parties” goals are congruent, it will result
in increased levels of trust. Similarly, Anderson and Weitz
(1989) emphasise the positive effect of goal congruence on
trust, pointing out that goal congruence is a more confined
concept than shared values. Johnson and Grayson (2005)
report a significant positive relationship between similarity
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and affective trust. This relationship occurs because the
detection of similarity in others confirms an individual’s
interpretation of the environment, which, in turn, provides
an environment conducive for the development of trust
(Johnson & Grayson 2005).

Method

Given the exploratory nature of this study, a phenomenological
research paradigm was deemed appropriate. Futuregrowth’s
public announcement on 31 August 2016 served as a valuable
case study to investigate the dynamics of trust in the asset
management sector. Qualitative secondary data were therefore
collected. Articles in financial newspapers and magazines
such as Bloomberg, Business Day, Moneyweb, Fin24 and
Financial Mail, both in hard copy and electronic format, were
collected over a 3-month period commencing on 31 August
2016. The following keywords were used to identify relevant
articles: Futuregrowth Asset Management, Andrew Canter,
SOEs, Eskom, Transnet, SANRAL, Land and Agricultural
Development Bank of South Africa, Land Bank, IDC and
DBSA. This data collecting process yielded 31 usable articles.

Content analysis was used to analyse the textual data
(Finfgeld-Connett 2014). This approach was chosen as the
authors had clearly defined elements of calculative and
affective trust. The analysis started with reading the articles
repeatedly to achieve immersion and a sense of the complete
case study. The articles were then analysed in relation to a

TABLE 1: Deduction of the words and phrases used in the content analysis.t
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structured matrix. As indicated in Table 1, the main categories
in the categorisation matrix were calculative and affective
trust. Four sub-categories were used to identify keywords
relating to calculative trust, whereas five sub-categories were
used for affective trust (integrity, honesty, fairness, positive
feelings and negative feelings). As some of trust elements are
interrelated, they are often used interchangeably in the
literature. During the coding process, a deliberate attempt
was, however, made to keep the elements separate. To
enhance the study’s trustworthiness, the authors coded the
articles independently and then compared results. As
suggested by Elo and Kyngas (2007), authentic citations were
also included in the findings section of the article to increase
trustworthiness.

Hsieh and Shannon (2005) rightfully argue that a challenge
associated with content analysis is the failure to develop a
complete understanding of the context of the study. To
address Hsieh and Shannon’s (2005) concern, the authors
described the case in detail and conducted a semi-structured
personal interview with Canter and one of his colleagues.
The aim of the interview was to verify the facts and to gain
more insight into the motives and consequences of the 31
August 2016 announcement. Canter provided explicit
permission that his name and that of Futuregrowth may be
published.

Semi-structured personal interviews were also conducted
with six prominent local asset managers to establish why

Dimension Element Definition Source Words and phrases sought during the content analysis
Calculative Credibility The believability of a source. Credibility =~ Metzger and Flanagin (2013)  Those showing that Futuregrowth and Canter could be
largely rests on the perception of relied upon (such as believability, trustworthiness and
trustworthiness and expertise. It also accuracy).
relies on the perceived veracity
(accuracy) of information provided by a
source.
Reliability The ability to perform a promised Xifei and Jin (2015) Those illustrating that Futuregrowth could perform a
service accurately and dependably. promised service (such as dependability, responsibility,
accountability and acknowledgement of duties towards
clients).
Competence The degree to which a business Perry et al. (2002) Those indicating that Futuregrowth is capable of meeting

transaction meets performance
expectations.

Uncertainty avoidance  The manner in which a nation or society
deals with uncertainties or an unknown
future.

Affective Integrity The degree to which a partner adheres
to a set of acceptable principles.
Integrity is defined as steadfast

adherence to an ethical code.

Honesty The complete disclosure of information
regarding relevant knowledge, facts
or findings that are pertinent to a
specific situation (and which a person
is aware of).

Fairness The equal treatment and justification of
departures from equality.

Feelings The perception of an emotion which
ranges between a sense of pleasure or
pain (therefore establishing a
connection to the subset of reward and
aversion mechanisms that are an
integral part of emotional behaviour).

Tran, Nguyen and Nguyen
(2016) unanticipated changes in the political environment in

Pinto, Slevin and English
(2009) moral principles (such as adherence to written and moral

Damasio (2004)

clients’ expectations (such as skills, knowledge and
abilities).

Those referring to the uncertainty and risks introduced by
South Africa and changes in SOE governance (such as

unexpected changes to markets, inputs, transactions,
outputs and the environment).

Those showing that Futuregrowth and Canter have strong

agreements, being morally upright, standing up for what is
right and abiding to moral principles).

Turner, Edgley and Olmstead  Those indicating that Futuregrowth and Canter are truthful
(1975) and sincere in conveying information (such as openness,

frankness and sincerity).

Muylle and Standaert (2016)  Those showing Futuregrowth and Canter’s commitment to

be impartial, to avoid favouritism and discrimination (such
as equality, fairness and impartiality).

Those indicating that a decision was made on emotional
grounds (which include both positive and negative
feelings). Examples of positive feelings included care,
excitement, sociability and self-confidence, whereas
negative feelings comprised anger, judgement, concern,
detachment, fear and fatigue.

Note: Please see the full reference list of the article, Viviers, S. & Theron, E., 2018, ‘The effect of public investor activism on trust: A case study in the asset management sector’, Journal of Economic

and Financial Sciences 11(1), a199. http://dx.doi.org/10.4102/jef.v11i1.199, for more information.

SOE, state-owned enterprise.
T, It is important to note that the elements identified in this table are not mutually exclusive.

https://www.jefjournal.org.za . Open Access



https://www.jefjournal.org.za�
http://dx.doi.org/10.4102/jef.v11i1.199�

they did not follow Futuregrowth’s public activism approach.
Judgemental sampling was used to identify experienced
asset managers employed at large local asset management
companies. Their job titles included Director and CIO, Joint
CIO, Lead Fund Manager, Head: Fixed Income Portfolio
Management, Head: Environment, Social and Governance
Engagement and Manager: Sustainable Investment Practices.
All of the interviewees had been asset managers for more
than 10 years and all but one had postgraduate qualifications.
A thematic analysis was used to analyse the data collected
from these interviews.

Rigour was ensured by using an appropriate analytical
procedure to analyse the textual data. Care was also taken
to confirm that the interviewees were knowledgeable
individuals. Validity and reliability were furthermore
ensured by collecting and analysing the data concurrently. A
possible limitation of the study is that only six interviews
were conducted with local asset managers. It might thus be
possible that other asset managers had different views on the
matter. The selected interviewees, however, represented
some of the largest financial institutions in the country. Before
presenting the findings, more details are provided on
Futuregrowth’s motives for the lending ban and selected
reactions to the announcement. These themes will be
discussed next.

The Futuregrowth case study
Futuregrowth’s motives for the state-owned
enterprise lending ban

Canter justified the funding freeze by referring to the risks
emanating from opaque governance, budgeting and approval
processes at the targeted SOEs. The lender’s main concerns
centred on the lack of independence of the SOEs” boards
politically exposed persons, directors serving on the credit
committees, the mandates of these committees, the limited
number of independent non-executive directors and opaque
processes that deal with large and connected loans (in the
case of lending SOEs) and procurement (in the case of
infrastructure SOEs). The decision by Canter to freeze the
funding was made in the light of the asset manager’s
commitment to sound corporate governance (Anon 2016c).

Canter pointed out that South African President Jacob
Zuma’s decision to introduce a new panel to oversee SOEs
(23 August 2016) lacked clarity and context. As Pravin
Gordhan, the finance minister at the time, and other ministers
already performed this overseeing role, the question arose as
to whom the SOEs would have to answer to in the future.
Canter argued that this uncertainty affected forward-looking
credit assessments unfavourably (Cohen 2016a).

He contended that asset managers are ‘caretakers of peoples’
savings’. As such, he argued that it was entirely appropriate
for Futuregrowth to deny capital to the targeted SOEs (Anon
2016a). Canter emphasised Futuregrowth’s fiduciary duty to
make reasoned and defensible decisions. He reiterated that
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asset managers have to answer to their clients for decisions
made on their behalf. He furthermore stated that it was never
his goal to punish South Africa, and that the announcement
was merely taken against the background of Futuregrowth’s
fiduciary responsibility. This responsibility is particularly
important for asset managers who are signatories of the
Principles for Responsible Investment and the Code for
Responsible Investing in South Africa. Futuregrowth has
long been signatories of both of these initiatives

Canter (2016) noted that intermediaries should keep:

... business managers from going wild. If we do that for SOEs
and [consequently] improve governance reporting, we would
have done a service both for them and for the country.

He repeatedly said that he is a ‘credit guy” and added: ‘Twant
to be proud of what we do and [want to] be accountable for
what we do” (Canter 2016). He stressed that Futuregrowth’s
decision was not taken lightly. Although the lender had long-
standing relationships with all the targeted SOEs, the lender
needed more information to assess the long-term
creditworthiness of these entities (Cohen 2016a): “We cannot
provide funding without having clearer sight of, and comfort
around, the governance and decision-making of the[se]
entities’ (Anon 2016a).

The Futuregrowth team was under the impression that other
asset managers would share their concerns about the targeted
SOEs, seek to improve governance and reporting of the SOEs
and would follow their example. In Canter’s words: ‘We
expect there to be similar announcements confirming an
investment strike in the wake of President Zuma's attacks on
the finance minister’ (Canter 2016). This expectation was
based on the notion that all asset managers need the same
information to make justifiable investment decisions (Canter
2016). Yet, nothing came from this presumption of a collective,
public effort (Potelwa & Cohen 2016).

Reactions from selected stakeholders

Two days after Futuregrowth’s announcement, Eskom
declared that they would not invest a further R100 million of
its Pension and Provident Fund in Futuregrowth’s
Development Equity Fund III (Anon 2016c). Eskom’s chief
financial officer also remarked that Futuregrowth’s decision
did not affect them. He claimed that Eskom’s funding plan
for the year would be realised without Futuregrowth’s
contribution (Slabbert 2016). Another Eskom executive
claimed that ‘if they are not going to lend us money, then I
suppose it is fine, we will go elsewhere’ (Cohen 2016b). These
executives failed to realise that the electricity provider might
experience serious challenges if they could not roll over
existing debt (Slabbert 2016). Despite Eskom’s reaction, they
agreed to meet with Canter to discuss the lender’s concerns
in private.

Transnet also claimed that they already met their full
borrowing requirement for the 2016/17 financial year (of
which 1.25% was provided by Futuregrowth). Transnet’s
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CEO dismissed Futuregrowth’s decision by saying that he
did not lose any sleep over it. He regarded the SOE as a
credible and reliable borrower based on its stand-alone credit
profile and investment grade credit rating (Peyper 2016b): ‘If
they decide not to buy Transnet bonds, it is their problem.’
He added that Transnet would continue to raise funds
through domestic and international debt markets and
asserted that the lender’s decision was ‘unfair and
unfortunate’. He also found it regrettable that Futuregrowth
‘overlooked” the channels of communication available to
them. The CEO referred to the fact that large investors, such
as Futuregrowth, are in a better position than smaller ones to
engage with executives directly (Ryan & Schneider 2002).

In briefing the Parliamentary Portfolio Committee on Public
Enterprises, Transnet’s CEO posited that Futuregrowth was
‘playing to the public gallery’. As the CEO regarded this SOE
to be a credible and reliable borrower (Peyper 2016a), he
considered suing Futuregrowth for damages.

The resistance by Eskom and Transnet was not entirely
unexpected, especially as South African investors enjoy high
levels of legal protection and do not have to revert to public
forms of activism (Viviers & Smit 2015). Investee companies
and SOEs are therefore not accustomed to being openly
criticised. In the months following Futuregrowth’s public
announcement, the credit ratings of both Eskom and Transnet
have been downgraded and both have struggled to raise new
debt (Moola 2017; Thompson 2017).

Public Enterprises Minister, Lynne Brown, expressed her
surprise at Futuregrowth’s decision given the ‘positive
financial performance of some SOEs’. She also voiced her
concerns about the negative perceptions that the public
announcement created about the SOEs in question (Anon
2016d). The minister believed that these perceptions were
unwelcome at a time when several of the targeted SOEs
were facing credit-rating downgrades. She subsequently
invited all current and potential investors to engage directly
with her and the targeted SOEs about any concerns they
might have (Potelwa & Cohen 2016). Brown also requested
an urgent meeting with Canter and the CEO of Old Mutual,
Futuregrowth’s parent company. National Treasury
welcomed calls by the minister to resolve matters quickly
(Omarjee 2016).

Canter confirmed that both the Land Bank and the IDC
immediately contacted him after the public announcement
and agreed to due diligence investigations. After conducting
a comprehensive review of Land Bank’s governance and
investor protection mechanisms, Futuregrowth announced
that they would resume lending to this SOE (Mokhema &
Gumede 2016). A few days later, the lender also lifted their
funding ban on the IDC (Le Cordeur 2016). As in the case
with Land Bank, Futuregrowth’s review was conducted to
obtain a deeper understanding of the board’s independence,
autonomy, decision-making rights, commitment to fiduciary
responsibility and the SOE’s relationship with government.
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According to the IDC’s Chief Financial Officer, engagements
during the due diligence investigation were constructive and
robust. Both SOEs acknowledged Futuregrowth as a key
funder and one whose support was vital to achieve their
mandates. They undertook to maintain the highest levels of
corporate governance to protect the interests of funders and
to report regularly and publicly on matters of interest (Le
Cordeur 2016).

Ongoing engagements between the DBSA and Futuregrowth
not only resulted in a ‘restored and strengthened’ relationship
between them, but it also resulted in the lender resuming
funding to the DBSA on 21 November 2016 (Maake 2016).
This SOE committed itself to implement Futuregrowth’s
recommendations such as increasing their reporting on board
and investment activities and implementing additional
governance structures.

The day after Futuregrowth’s public announcement, Old
Mutual distanced itself from the decision. A company
spokesperson said that although Futuregrowth had a
mandate to make independent decisions on behalf of their
clients, their comments did not reflect the broader views of
Old Mutual (Potelwa & Cohen 2016). The spokesperson
made it clear that Old Mutual:

... values the broad and deep relationships that it has developed
with SOEs over many years and believe that these commercial
partnerships are critical in driving economic growth and
financial inclusion in the country. (Rose, Hasenfuss & Bisseker
2016; Smith 2016)

Another Old Mutual representative stressed that a public
statement was not an appropriate forum for engaging with
the targeted SOEs: ‘We believe SOEs, particularly the ones
mentioned in the statement, need to be engaged first-hand.
[As such] we regard their [Futuregrowth’s] statement as
unfortunate and regrettable” (Rose et al. 2016). Old Mutual
stressed that a more constructive model of engagement was
necessary when interacting with SOE partners (Anon 2016b).
A senior manager at Old Mutual acknowledged that it was
arguably not appropriate for Futuregrowth to communicate
their decision in advance, pointing out that they should at
least have been informed because of the highly sensitive
nature of the topic (Bendile 2016). Old Mutual committed
themselves to ongoing constructive dialogue with the
targeted SOEs (Potelwa & Cohen 2016).

Canter justified Futuregrowth’s stance by stating that they
considered the news to be material non-public information.
The sharing of this kind of information is highly regulated in
the South African context. The investment team knew that it
could affect the prices of the targeted entities’ bonds. Bond
yields did indeed increase, thereby raising the cost of
borrowing for the affected SOEs (Potelwa 2016). In reflecting
on these unintended consequences, Canter reiterated that
Futuregrowth’s intention was never to punish the country
(Canter 2016). He explained: “We wanted to send a message
that we cannot provide finance unless the governance and
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decision-making of the SOE[s] improves and becomes
transparent” (Cohen 2016a). On 09 September 2016, Canter
personally apologised to the targeted SOEs, Old Mutual and
others who felt aggrieved by his public stance (Cohen 2016¢;
Hogg 2016b; Mokhema & Gumede 2016).

As indicated earlier, Futuregrowth was under the impression
that other asset managers would follow their public activism
approach, the argument being that all asset managers faced
the same predicament (Hogg 2016b). In Canter’s words: “We
all lack information and we all need information to make
intelligent investment decisions that we can stand behind
and be accountable for” (Canter 2016). Although a few asset
managers supported Futuregrowth’s decision in principle,
nobody followed their public activism approach by coming
to the fore (Slabbert 2016). Jyske Bank, a small Danish
financier, was the only other investment manager who
suspended funding to Eskom (Potelwa & Cohen 2016).

The reason for the apparent lack of support among local asset
managers might be ascribed to the investment community
being hesitant to voice their opinion in fear of losing
government patronage (Rose et al. 2016). This topic, however,
falls beyond the scope of this study.

The Association of Savings and Investments South Africa
(ASISA)  acknowledged  Futuregrowth’s  fiduciary
responsibility towards their clients. Association of Savings
and Investments SA’s CEO was, however, dismayed about
the fact that the association’s name was explicitly mentioned
in Futuregrowth’s announcement. The CEO said: ‘We
intend to engage pro-actively with our industry colleagues
through ASISA so that key concerns can be communicated
to the SOEs in a joint manner by the investment industry’
(Peyper 2016b). Association of Savings and Investments SA
represents the majority of asset managers, collective
investment scheme management companies, linked
investment service providers, multi-managers and life
insurance companies in the country. According to the CEO,
the fact that ASISA’s name was mentioned created the
impression that the lending ban was a decision that ASISA
orchestrated. “And we can’t do that. It’s illegal’.

In contrast, a prominent banker reacted favourably to the
announcement stating that ‘this story just ups the ante in
what is becoming a high stakes game’ (Potelwa 2016). The
banker referred to South Africa’s reputation in the
international arena. A London-based asset consultant
likewise remarked:

When the country’s largest debt manager pulls the plug on
lending to key state-run firms because of concerns about political
meddling, it’s clear that the country faces a serious reputational
problem. (Cohen 2016a)

Findings
In this section, attention is firstly given to the prevalence of

calculative and affective trust in the case study. This is
followed by an evaluation of Canter’s efforts to resort trust
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and a discussion on Futuregrowth’s views on the unfolding
events. Lastly, other asset managers’ opinions on
Futuregrowth’s announcement are highlighted. The structure
represents the findings of the content analysis, the interview
with Canter and his colleague and the interviews with the six
asset managers, respectively.

The prevalence of calculative and affective trust
in the case study

As indicated in Table 2, more words and phrases related to
elements of affective trust than those related to calculative
trust were revealed during the content analysis.

Words and phrases highlighting Futuregrowth’s credibility
included ‘reasoned and defensible decisions’, ‘appropriate
credit analysis’, ‘considered assessments’, ‘deep due
diligence’, ‘detailed review’ and ‘in-depth understanding’.
Journalists stressed the fact that Futuregrowth had a mandate
to make ‘independent investment calls on behalf of its clients’
and that they had ‘the right to question” governance at SOEs
and other investee companies. Futuregrowth’s credibility
was underscored by one investor who claimed that he would
place his money with fund managers who emulated
Futuregrowth as they were ‘rational and fiduciary investors’.

Two further comments emphasised Canter’s credibility as
CIO:

Such is the credibility of Canter that his firm’s decision to stop
lending money to six South African SOEs knocked the value of
the Rand and raised the national cost of borrowing.

and: ‘It says much about Futuregrowth CIO Andrew Canter’s
credibility that his team’s decision to stop lending to six SOEs
rocked South African markets” (Hogg 2016b). The findings
suggest that Canter’s announcement was regarded by many
as believable and trustworthy. In line with the extant
literature, references to credibility were often mentioned in
the same breath as those relating to reliability.

Several words and phrases highlighted Futuregrowth’s
reliability as an asset manager. Recall from Table 1 that
reliability refers to the ability to perform a promised service
accurately and dependably. As an asset manager,
Futuregrowth’s fundamental service is to protect clients’
money. Most of these references centred on the fact that

TABLE 2: Results of content analysis.

Dimension Elements Number of relevant words and phrases

Calculative Credibility 20
Reliability s
Competence 12
Uncertainty avoidance 32
Total 79

Affective Integrity 28
Honesty 7
Fairness 15
Positive feelings 15
Negative feelings 23
Total 88
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Futuregrowth ‘must answer to their clients for decisions
made on their behalf” and that they should ‘act as checks on
borrowers’. Canter made it clear that if Futuregrowth and
other asset managers were effective ‘caretakers of, and
gatekeepers to, people’s savings’, they could improve the
governance and the independence of the targeted SOEs. He
illustrated Futuregrowth’s sense of responsibility by saying
that they ‘will no longer risk investors” funds [by lending to
the targeted SOEs]” (Hogg 2016a). Other mentions pointing
to Futuregrowth’s reliability included ‘fiduciary investors’,
‘responsible investors’, ‘appropriate protections’, ‘protect our
client portfolios from increasing risk’, ‘we have a duty” and
‘we need information and make intelligent investment
decisions that we can stand behind and be accountable for it’.

As indicated in Table 1, the element of competence refers to
the ability of an institution or individual to meet expectations
and to have certain skills. Several words and phrases were
identified in the data that illustrate Futuregrowth and
Canter’s competence. Not only were they described as a
‘specialist investment company’, but mention was also made
of the fact that the investment team had a ‘satisfactory
balance of skills, experience and independence’. Canter
emphasised the fact that this team “asked relevant questions’
and that a ‘unanimous decision [was made] by a very racially
diverse group of investment professionals applying their
minds’. References such as ‘conducting a detailed review’
and ‘doing deep due diligence’ illustrate investment rigour,
and therefore, competence on the part of Futuregrowth.
Perusal of Futuregrowth employees’ qualifications (Our
people 2018) show that a high premium is placed on
professional qualifications and skills.

The trust element that featured the most in this study was
that of uncertainty avoidance. This finding was to be
expected given political developments at the time of
Futuregrowth’s announcement. References describing the
state of affairs included ‘extraordinary times’, ‘something
serious is happening’, ‘shifting circumstances’ and ‘difficult
period’. It is against this backdrop that Canter said: ‘Our
message is clear: We cannot provide finance without having
clearer sight of, and comfort around, the governance and
decision-making of the SOEs’ (Le Cordeur 2016). He also
mentioned that lending decisions are long-term calls which
are ‘dependent on the merits at a time’. Canter added that, as
rational and fiduciary investors, the team must adapt their
views and investment strategies ‘when circumstances
change’.

It was mentioned that ‘whatever this government does, it
creates uncertainty, fear, and higher risk for lenders’. It could
be argued that Futuregrowth’s public announcement added
to the uncertainty, especially as calls for more information
from investee companies ‘are usually made quietly and
quickly’. This claim was made on the basis of words and
phrases such as “‘unprecedented’, ‘storm’, ‘[Canter] dropped
a bit of a bomb’, ‘shock announcement” and ‘breaking ranks
to take a stand against the erosion of corporate governance in
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SOEs’. In a 2008 study, Beckmann, Menkhoff and Suto (2008)
showed that asset managers in countries that score high on
Hofstede’s uncertainty avoidance dimension typically opt
for higher safety margins against the allowed tracking error
and generally conduct more research than their counterparts
who are more willing to tolerate uncertainty. Although South
Africa only has a moderate score for this dimension (Sims &
Gegez 2004), asset managers are bound by fiduciary duties
which contribute to them feeling more threatened by
unknown situations.

From the preceding extracts, it is clear that Futuregrowth
relied heavily on calculative elements of trust to justify their
decision to freeze their funding to the SOEs. Reactions to
their announcement were, however, more affective in nature.
Several references to integrity, which refers to the ability of
being morally upright, were identified. Futuregrowth
demonstrated integrity by stating that they ‘contemplated
the public announcement” and that the decision ‘was not
taken lightly’. On another occasion, Canter remarked that
their decision was ‘taken with dissonance’.

The asset manager’s integrity is evident from the following
exclamation by an investor: “‘Wow. My respect for the lending
industry grew a little. From a low base, I might add. Still.
Kudos to them [Futuregrowth]’ (Cameron 2016).
Futuregrowth’s integrity is furthermore apparent from
statements made by other asset managers supporting their
decision to suspend lending to the targeted SOEs. A number
of references also illustrated Canter’s integrity as CIO. These
included 'noble’, ‘courageous’ and ‘daring to challenge’.
Commentators also noted that he was ‘a good man doing the
right thing” and that ‘Andrew is a class act — maybe it’s time to
transfer our pension funds to Futuregrowth!” (Cameron
2016). This evidence of integrity, as displayed by
Futuregrowth, is an important component of a financial
services relationship, because integrity is a key principle in
most codes of ethics governing the financial services
professions (Duska 2005).

A further element of affective trust analysed in this study was
honesty. References to honesty featured prominently in
Canter’s public apology. He repeatedly said that the market’s
reaction ‘saddened” him and that it was never his intention to
‘“undermine the SOEs’” developmental missions or disrupt
their ability to deliver. He also found it ‘grievous’ that Old
Mutual was ‘dragged into a debate which they neither knew
about, endorsed, nor could practically control” (Hogg 2016b).
These occurrences of honesty, as displayed by Canter’s
actions, directly feed into trust, because Dowell, Heffernan
and Morrison (2013) argue that honesty in words, and actions
as well as frank and candid responses are direct drivers of
trust. This notion is supported by Ou, Shih and Chen (2015)
who not only argue that honesty is one of the key components
of trust, but it is also important that employees should always
keep honesty constantly at heart.

As fairness is closely intertwined with honesty, many of the
same words and phrases relating to honesty were also
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applicable to fairness. Canter went to great lengths to show
that his team was impartial in conducting their credit
assessments. His comments were particularly aimed at critics
who claimed that their decision was ‘unfair” and ‘racist’. In
his apology, Canter, however, conceded that a more measured
activism approach would have been a ‘fairer process’. From a
literature perspective, Canter’s efforts to be impartial in
terms of conducting credit assessments are in line with the
view of Jambulingam, Kathuria and Nevin (2011) that trust
can be cultivated through using mechanisms such as fairness,
and more specifically procedural fairness (which can be
directly linked to Canter’s actions).

The largest number of affective words and phrases identified
in the case study related to negative feelings. Some of these
included ‘concerned’, ‘worried’, “unsettling’, ‘sombre” and
‘horrified’. Most of these words were mentioned in relation
to the changing political landscape in South Africa and the
higher levels of risk that these changes implied for investors.
Rose et al. (2016) even claimed that Canter’s announcement
was an ‘alarm bell’, which suggested that the local investment
community ‘have long suspected but have been too afraid to
voice for fear of losing government patronage’. It should be
kept in mind that financial markets generally do not favour
uncertainty, and that the slightest evidence of instability
could unsettle market players. It is therefore not unexpected
that the negative sentiments that were created by
Futuregrowth’s announcement had such an adverse effect on
financial markets.

In contrast, markets thrive on positive news, and the fact that
some words and phrases of encouragement and hope
(reflecting positive) were also expressed, can be viewed as
conducive for the formation of trust. Several individuals
noticed Canter’s ‘courage’ and ‘bravery’. They mentioned
that they ‘liked” him, were ‘impressed” by him, ‘respected’
him and “applauded’ his decision. Canter himself said that he
was ‘pleased” that most of the targeted SOEs engaged with
them and stressed that Futuregrowth wanted to continue
playing a “positive role in society’.

Most of these dimensions highlighted in the content are
deemed critically important by the Chartered Financial
Analyst (CFA) Institute and feature prominently in their
Code of Ethics and Standards of Professional Conduct. All
CFA charterholders and candidates for the CFA designation
are required to:

... act with integrity, competence, diligence and respect and in an
ethical manner with the public, clients, prospective clients,
employers, employees, colleagues in the investment profession
and other participants in the global capital markets. (CFA
Institute Code of Ethics and Standards of Professional Conduct
2018:1)

Evaluating Canter’s efforts to restore trust

Restoring trust is not only a challenging task, but it also
occurs over an extended period of time. Therefore, it is of
utmost importance that businesses start the process to restore
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trust as quickly as possible. To rebuild trust in the business-
to-business financial services industry (where clients’
accounts often run into billions of rands) is especially
difficult. As discussed earlier in this article, trust is built on
satisfaction, effective communication, competence,
customisation and shared values. If these are the building
blocks of trust, they collectively become the point of departure
to restore trust. Before a judgement can be made in terms of
whether or not Futuregrowth has sufficiently commenced to
restore trust, it is important to ascertain the asset manager’s
conduct directly after the announcement. To do this, the
conduct of three pertinent stakeholders was analysed,
namely the targeted SOEs, Old Mutual and the general
public.

Firstly, a few days after the ban was announced and negative

feedback started to emerge, Canter issued the following

apology:
We must frankly concede that a more measured approach of
direct (private) consultation with each SOE would have been a
fairer process.... We are pleased that most of the SOEs have
engaged and shown a willingness to have deeper discussions
about their governance, decision-making and connectivity to
spheres of government. (Hogg 2016b)

From a recovery perspective, of which the first step is often to
act as quickly as possible, Futuregrowth has lived up to the
expectation because the apology was issued almost
immediately after the negative responses emerged. Of
particular interest is the reference to ‘a more measured
approach’” (Hogg 2016b), which clearly illustrates
Futuregrowth’s competence, as the company implied its
ability to provide this measured approach.

Secondly, Canter (2016a) apologised by saying;:
It is grievous that Old Mutual has been dragged into a debate
which they neither knew about, endorsed, nor could practically
control. In my view, Old Mutual has shown themselves to be a
pro-active and developmentally focused organisation, who has
sought to bring about positive change in South Africa.

This apology, which was directed towards Futuregrowth’s
parent company, is a clear acknowledgement of the possible
negative effect that the Futuregrowth ban had on the
company’s relationship with its parent company. From a
relationship perspective, it is evident that Futuregrowth was
and remains interested in restoring this important
relationship. Not only is a close relationship expected
between Futuregrowth and Old Mutual, but it is also
assumed that these two companies have to share a congruent
set of values. By apologising, the CIO attempted to restore
the perception of shared values, which, in turn, fosters trust.

Canter’s apology towards the general public was
encapsulated in the following statement:

For others who feel aggrieved by our public stance, please accept
that our intentions were sound and fiduciary, and the decision
was ours alone. We remain committed to partnership with the
SOEs in funding South Africa’s development. (Hogg 2016b)
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He reiterated that it was never Futuregrowth’s intention to
undermine the SOEs’ developmental mission or ability to
deliver public goods. As he did several times before, Canter
made it clear that it was never their intention to get involved
in politics, although some people interpreted it that way:
‘We had no idea of the unanticipated and unintended
consequences’ (Hogg 2016b). In this apology, Canter adopted
a more emotional approach, focusing on the affective side of
trust. This third apology, especially if read with and compared
to the elements that are listed in Table 1, provides evidence of
integrity and honesty.

Futuregrowth’s continuous communication and willingness
to engage in private conversations with relevant stakeholders
are important building blocks of the restoration of trust.
Simply, keeping stakeholders well-informed and providing
timely and accurate information are essential in rebuilding
trust.

Canter’s views on the unfolding events

Canter stated that his team had witnessed SOE governance
deteriorating over a long period. It was, however, President
Zuma’s announcement about the introduction of a new SOE
oversight panel that raised the risk associated with these
investments significantly. Canter admitted that the decision
to go public was taken in haste and conceded that the
SOEs in question were subsequently caught off guard.
This partially explained their feisty rebuttal. Canter
underestimated Futuregrowth’s ‘voice’ and the impact that it
would have at the time. The asset manager realised that their
‘voice’ was indicative of their size, impressive track record
over the past 20 years and the fact that they were ‘comfortable
with who they are’, that is, responsible lenders: ‘Knowing
now that we have a megaphone, we will use it more
responsibly’. While Canter apologised for not engaging with
the SOEs before the announcement, he remained of the view
that private, bilateral discussions would have had minimal
results (if any) and over long periods of time.

While Canter agreed that it was inappropriate to bring
ASISA’s name into the public statement, he repeatedly
apologised to them for doing so. He argued that it was only
performed as all investors need better governance
information and improved reporting, and that it would be
more efficient for the SOEs to engage with investors as a

group.

Only two of the targeted SOEs (Land Bank and DBSA) gave
their full cooperation after Futuregrowth’s public call for
more information. Two of the other SOEs only agreed to meet
selective requests, whereas the remaining two only had
intermittent interactions with Canter and his team. Canter
contended that, because of interventions at Land Bank, this
SOE was in a better position to access funding compared to a
year ago.

The events of 31 August 2016, and the subsequent loss of
some clients, have resulted in Futuregrowth developing a

Page 11 of 14 . Original Research

https://www.jefjournal.org.za . Open Access

‘politically contentious issue protocol” with Old Mutual to
reduce the holding company’s risk as it pertains to
Futuregrowth’s investor activism. They have also
implemented some of the lessons learnt in 2016 in terms of
recent engagements, namely starting the direct engagement
process earlier and seeking legal advice. All these changes
were implemented to enhance Futuregrowth’s reputation as
a lender that abides by the ‘true north’ principle. This
principle implies that they would not deviate from their
fiduciary duties as do so might jeopardise investors’ interests.

Canter stressed the fact that they never traded any SOE debt
in the weeks before the announcement, they embargoed
trading of all six SOEs” bonds after the announcement and
retained the embargo until such time as they made public
announcements about their findings for each SOE.

Other asset managers’ views on Futuregrowth’s
announcement

Interviewees claimed that although many of them agreed
with Futuregrowth’s public stance, the media portrayed a
different story. Many asset managers apparently engaged in
private with the targeted SOE in the days following
Futuregrowth’s announcement. Canter also confirmed this
assertion during his interview. A few interviewees deemed
the risk of speaking out in public as quite significant given
that some of the SOEs were existing clients of theirs. One
participant indicated that they shared Futuregrowth’s
sentiments, but claimed that Canter was “very vocal about it’
which was not ‘the South African way of doing things’.

Conclusions and recommendations

Most investor activism in South Africa takes place behind
closed doors. Futuregrowth’s decision to publicly request
more information from six SOEs was therefore quite
unconventional. It is clear that the asset manager wanted to
make an unequivocal statement about fiduciary duty and
sound corporate governance. Through calculative
expressions of trust, Canter emphasised Futuregrowth’s
responsibility to protect ordinary people’s life savings by
assessing credit risk and acting accordingly. The latter
includes withdrawing from investments where the risk of
default is becoming too high.

The findings from the content analysis revealed that many of
the reactions to Futuregrowth’s public activism approach
were negative and emotional in nature, suggesting that trust
was compromised. The authors are of the opinion that
Futuregrowth’s ban on future lending was based on sound
financial and corporate governance principles, and that
Canter was naively unaware of the impact that his 31 August
2016 public statement would have. Canter’s sincerity is
further apparent in his personal actions to restore trust,
namely by apologising in public and by meeting aggrieved
stakeholders in private. As the events unfolded, it became
clear that this demonstration of public investor activism is a
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classic example of sound intentions that were not interpreted
in the same way that they were meant.

Canter acknowledged that trust between Futuregrowth and
some of their stakeholders was negatively affected. He also
realised that the process to restore trust is dynamic and
ongoing. Canter, however, confirmed that the only way of
rebuilding trust for Futuregrowth is to continue doing
business according to the company’s ‘true north” philosophy
and by exhibiting the essence of calculative trust (credibility,
reliability, competence and avoiding uncertainty) and
affective trust (particularly integrity, honesty and fairness) in
all they do. It could be argued that Canter’s apparent naivety,
had the biggest negative impact on affective trust. As a result,
the importance of managing affective trust could not be
neglected in this sector.

This case study illustrates the importance of trust and long-
term relationships in the asset management sector. Although
some negative consequences resulted from Canter taking a
public activism approach, not all stakeholders experienced
the situation in this way. For example, Land Bank’s full
cooperation and consequent improvement in their financial
control measures is evidence of how stakeholders can work
together to create a win-win situation for all parties involved.
Canter knew that rebuilding trust would be a challenging
task, but he made no secret of the fact that Futuregrowth
always preferred a positive approach; therefore, the lender
would remain committed to continued and constructive
engagement.

As trust can be easily jeopardised, it is recommended that
asset managers who wish to engage with investee companies
in South Africa, particularly SOEs, rather do so in private.
Speaking out in public should be performed thoughtfully. It
is further suggested that asset managers focus on elements of
both calculative and affective trust when engaging with
investee companies, the media and the public. Given the
growing importance of affective trust, as illustrated in this
case study and highlighted by Tyler and Stanley (2007), asset
managers should not only emphasise credibility, reliability
and competence, but they should also give due consideration
to integrity and fairness.

In the months since Futuregrowth’s public announcement on
31 August 2016, other local asset managers have started to
speak out in public. Future researchers could investigate
these asset managers” motives for embracing public voice
mechanisms. Specific attention could be given to the
effectiveness of this voice mechanism.
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