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is changing
Henry van Deventer, Head of Advice at Liberty Group, believes
that in an industry facing several challenges, financial
advisers can adjust their sails and move towards value.

B

usinessman and entertainer
Jimmy Dean once said, “I can’t
change the direction of the
wind, but I can adjust my sails.”
It is no secret that financial advice
is at a crossroads, with the industry
facing several challenges. At the
centre of these changes are financial
advisers and their understanding
of their evolving roles in the new
consumer landscape.
With challenge comes opportunity.
If advisers take a step back, adjust
their thinking and change their
sails, they will be able to achieve,
and in many cases, exceed their
goals. Central to this change in

Henry van
Deventer,
Head: Advice,
Liberty Group

thinking is for advisers
to remember the
humanity in what they
do. Good financial advice enables
clients to leave a living legacy,
understand what that means, and
plan well in advance. This means that
financial advice is as much about who
you are as it is about what you do.
Shifting winds
The world of financial advice has
changed over the past five years.
While some of the trends that have
been driving the industry forward
over the past five years are still
relevant today, and will be for the

FINANCIAL ADVISERS NEED TO BE FOCUSED
ON HIGHLIGHTING AND DELIVERING ON THEIR
VALUE PROPOSITION

immediate future, there is still a
significant shift towards lifestyle
planning and goal-based advice. With
this, there is an increased focus on
outcomes-based implementation that
is both impactful and meaningful.
Clients today want different things,
and individualisation is having a
massive impact on the industry.
Added to this, there is regulatory
pressure – the Retail Distribution
Review is forcing advisers to reassess
their fee models, helping the industry
develop a new compensation
model for the advice offered. As
commissions on risk products
will reduce and be banished on
investments altogether, advisers will
need to increase the advice fees they
charge their clients significantly.
Continued on page 3
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Continued from page 1

The challenge for most advisers then
becomes: How do I sit in front of my clients
in future and tell them that I will need to
potentially double the fee that I am charging?
I need to come to terms with the fact that the
client is going to ask: “Are you worth it?”
Now, more than ever, financial advisers need
to be focused on highlighting and delivering on
their value proposition. It’s a fair question. Is
financial advice necessary? And are you worth
my investment? So, how do we help clients
understand that the answer is ‘yes’?

If advisers want to be successful in the
future, they need to give their clients the best
possible chance of living the most meaningful
life possible. What this means from client
to client will differ and require a financial
adviser’s guidance, seeing as big data won’t
solve this on its own.
Discussions
We were all overcome with joy, pride and
emotion when the Springboks won the Rugby
World Cup last year. Much of their success
was the result of the talent of the team, but a
large part of that success was that they had an
exemplary coach to help them envision a goal,
develop a strategy to achieve that goal, and
then finally implement actions.
Therefore, advisers should take the role
of a wealth coach seriously and should be
having ongoing discussions with clients. The
most fundamental of these is the important
discussion around financial goals, keeping in
mind that this initial conversation may shift
over time. What is important to a client today
might not be important to them in five years.

Adding value
When approaching this from a Liberty
standpoint, one of the first things that we
looked at was the differences in perceived value
between clients and advisers. What advisers
regarded as value, and what consumers regarded
as value, were completely different things.
Advisers need to make adjustments in order
to make the most of this opportunity. They
need to offer an exemplary advice experience.
In the coming years, advisers will need to
provide an experience that is worth paying
for, also
using tools
ADVISERS
accordingly.
The use of
SHOULD TAKE
technology
THE ROLE OF A
and client
WEALTH COACH touchpoints
will be vital to
SERIOUSLY
achieving this.
Added to this is big data – which will play a
massive role in identifying meaningful trends
and priorities, as well as the specific needs
of consumers, and will help advisers to keep
advice relevant. While there is an obvious
need to integrate big data into advice delivery
and product development, there needs to
be a balance in how this data is integrated.
Interpretation and consultation with clients,
combined with a deeper understanding of the
data that is being integrated into the product,
is crucial.

Take heart
Advisers need to go back to the foundations
of financial advice. A changing environment
can be a bit intimidating; however, prosperity
in this environment is not impossible. It is
not only about the products that you sell or
the qualifications and experience that will get
you in the door. Rather, the most important
assets centre around listening to your clients,
empathising with them, helping them make
informed decisions, walking with them
on their journey towards prosperity and
managing their expectations.
In a nutshell, it is remembering the
humanity in everything they do, while
enabling them to fill their sails with the
most wind.
Liberty Group Ltd is a Long-term Insurer and an Authorised
Financial Services Provider (no 2409).

A

s I write, the coronavirus is making
world markets very nervous and
investors are bracing for an even bigger
economic fallout from the global spread of
COVID-19. There’s been a jump in cases with
the WHO declaring a public health emergency of
international concern. The virus isn’t disappearing
as many had hoped and it’s only a matter of time
before it is declared a global pandemic. Clearly, it
can’t be contained. Of course, the main worry is
the human cost, but other concerns abound, such
as how investors should react.
The coronavirus will obviously hit corporate
profits, especially companies in the airline and
tourism industry. In the UK, EasyJet has lost a
quarter of its value with £1.5bn wiped off its share
price in a week, while British Airways owner IAG
also suffered enormous losses.
Wall Street Journal writer, Jeff Sparshott, reports
that some American companies are saying that
they could lose as much as half their annual
revenue from China if the coronavirus epidemic
extends through the Northern hemisphere’s
summer. Nearly half of US companies in China
say they expect revenue to decrease this year if
business can’t return to normal by the end of April,
according to a survey carried out by the American
Chamber of Commerce in China. Even the JSE
has been hit by COVID-19 – and our economy
is indeed more exposed to the Chinese economy
than the US. A slowdown in China’s demand for
commodities would hit us hard.
Investors really can’t do anything about the
coronavirus, can they? Selling their shares and
going into cash doesn’t make sense – because
when do investors get back into the market?
Perhaps they should just stick to their investment
plans, avoid panic and stay put.
Let’s hope that a vaccine is soon
developed or that COVID-19
Subscribe
burns itself out.
to our
Janice
janice.roberts@newmedia.co.za
@MMMagza
www.moneymarketing.co.za
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PROFILE
SONJA SAUNDERSON
CHIEF INVESTMENT OFFICER,
MOMENTUM INVESTMENTS

How did you get involved in financial
services – was it something you always
wanted to do?
I was strong at mathematics and economics at
university and a professor suggested I consider
post-graduate studies in actuarial science and
portfolio theory. I was lucky enough to have
been offered a position three years later at
an entrepreneurial investment management
company that, over time, shaped my career for
the next 20 years.
I always wanted to do something meaningful
that would make a difference to people’s lives and I
am now in the fortunate position to best apply my
skills to help people retire comfortably and enjoy
financial success.
How easy is it for South African
women to succeed in the financial
services industry?
Although still very male dominated, I have during
my career seen a lot of formidable women coming
through the ranks and playing an increasingly
important role in
the financial services
I ALWAYS
industry.
The barriers to entry
WANTED TO DO
have become less
SOMETHING
pronounced.

MEANINGFUL
THAT WOULD
MAKE A
DIFFERENCE TO
PEOPLE’S LIVES

VERY BRIEFLY

As long as women stay focused and work hard,
I think they will continue to be increasingly
successful contributors to financial services.
How can South African women be
encouraged to invest more?
The reality is that women often still battle a wage
gap for the same jobs as men. Women tend to be
too careful with their money and, therefore, do not
take appropriate risks. Women also tend to live
longer than men. I think education and access to
appropriate investment opportunities remain the
biggest challenges for South African women. The
more they know about investments and options, the
greater confidence they will have about their own
and their family’s futures, and the better equipped
they will be to make sound financial decisions
aligned to their long-term plans.
What was your first investment,
and do you still have it?
I started saving at the age of eight when I put my
pocket money into a savings account at the South
African Post Office. That felt small at the time,
but led to my first investment as an adult into
a retirement annuity, when I started working. I
definitely still have it and think it was one of the
best investments in my future.
What have been your best
financial moments?
One of my best moments was to stick to our process
and philosophy through periods of pressure during
the time of the African Bank debacle. The rigour of
a diversified strategy protected us and proved the
value of what we do.
What’s the best book on investing that
you’ve ever read – and why would you
recommend it to others?
There are so many, but Fooled by Randomness: The
Hidden Role of Chance in Life and in the Markets
written by Nassim Taleb is a stand-out. It helped
me put a name to the human behavioural biases
in investment decision-making we are all prone
to. The book also shows how people can become
more successful when making decisions about
investments.

EARN YOUR
CPD POINTS

The FPI recognises the quality of the
content of MoneyMarketing’s March
2020 issue and would like to reward
its professional members with
1 verifiable CPD points/hours for
reading the publication and gaining
knowledge on relevant topics. For
more information, visit our website at
www.moneymarketing.co.za
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Momentum Investments says it is pleased to
announce the appointment of Lawrence Koikoi
as portfolio manager and equity analyst in
Momentum Investments’ listed property team.
“Lawrence joins Momentum Investments from
Stanlib where he was a portfolio manager and
analyst in the company’s listed property franchise
responsible for covering South African, Australian,
UK and European-based real estate investment
trusts (Reits) and companies. He brings with him
real estate investment experience obtained from
time spent with Standard Bank Group where he
served his articles. Lawrence is also a qualified
Chartered Accountant.
“In his new role, Lawrence will have joint
accountability for managing the listed property
portfolios and, in addition, his role will entail listed
property equity research and providing propertyrelated research insights to the investment team
and other businesses within the group.”

Old Mutual has announced the appointments of
Maserame Mouyeme as Corporate Affairs Director
and Kerrin Land as Managing Director of Old
Mutual Personal Finance. “These appointments
further strengthen the representation of women
on the Group’s Executive Committee, making
it one of the most transformed and diverse
executive teams in the country,” the company said
in a statement.
“Since joining Old Mutual in 1995, Kerrin has
gained exceptional experience across a range of
portfolios and roles. These include investment
product development and portfolio management,
IT and operations, distribution and marketing,
business strategy and planning,
as well as actuarial pricing and
valuations.
“Her most recent role has been
as Managing Director of Old
Mutual Wealth, where she led
the team to deliver consistently
world-class solutions.”
Maserame joins Old Mutual
Maserame
from Coca-Cola, where she
Mouyeme,
served as Sustainability Director
Corporate
for their East Africa business unit. Affairs Director,
Old Mutual
“She brings to her new role 25
years of valuable experience in
the FMCG sector, more than 19 of
which were at executive level.
“Maserame has also worked
for Unilever, Kellogg’s, Draft FCB,
as well as the 8seconds Branding
and Design agency in Southern
Africa. She currently serves as the Kerrin Land,
Non-Executive Chairperson for
Managing
Draft FCB and as a Non-Executive Director, Old
Mutual Personal
Director at Coca-Cola Beverages
Finance
South Africa.”

Gearing up for further growth, Mergence
Investment Managers has made the following
appointments: Bradley Preston and Yoza Jekwa
have been appointed Joint Managing Directors,
Fabian de Beer has been appointed Deputy MD,
Peter Takaendesa has been appointed Head:
Equities, while Dirk Steyn has been appointed
Head: Multi-Asset Class.
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RENIER HUGO
Certified Financial Planner,
Alexander Forbes

W

ith South Africans
increasingly opting to live
abroad, some financial
planners are being consulted on the
issue of what individuals should do
with their life savings, retirement and
insurance policies when emigrating.
New legislation, coming into effect
in March 2020, means that South
African tax residents living and
working abroad will be required to
consider whether they should emigrate
from South Africa in order to avoid
having to potentially account for tax in
two countries.

Financial emigration: What
happens to savings, retirement
and insurance policies?

A new term known as ‘financial
emigration’ has crept into people’s
vocabulary. This is no different from
the term ‘emigration’ and the rules that
apply when a person takes the steps to
emigrate. One needs to understand the
consequences of emigrating to another
country on one’s financial products,
such as long-term insurance policies,
investments and pre-retirement money.
• Life cover – You have the option of
cancelling your life cover. Depending
on the policy of the particular insurer,
you might have the right to continue
with the cover, depending on whether
the risk has changed for the insurer.
If you can, it might be worthwhile to
keep the current cover, especially if
you were underwritten when much
younger or healthier. Your premiums
will still have to be paid from a South
African bank account. Some South
African insurers currently sell life
insurance that pays out in dollars or
pounds; or life policies that pay out in
any country abroad. These products

may well be worth looking into
before emigrating.
• Disability and income protection –
Care must be taken here. Assuming
the policy can be continued, there may
be certain exclusions within the terms
and conditions when moving abroad.

SOUTH AFRICAN
TAX RESIDENTS
LIVING AND
WORKING ABROAD
WILL BE REQUIRED
TO CONSIDER
WHETHER THEY
SHOULD EMIGRATE
• Retirement annuities – The usual
restrictions of not being allowed to
withdraw before age 55, as well as
the one third maximum cash lump
sum withdrawal, with the rest to buy
a pension, does not apply. When

•

•

•

•

officially emigrating, a member of
an RA may withdraw the full capital
amount.
Preservation funds – The same
applies to members of pension and
provident preservation funds – a
full withdrawal is allowed upon
emigration.
Employer pension or provident
funds – There is no restriction on
withdrawal out of an employer
pension or provident fund if a
person decides to emigrate before
normal retirement age.
Unit trusts and shares – Regardless
of whether you make the financial
decision to sell these, there will be a
tax consequence on emigration.
Living annuities – With regards
to living annuities, you are unable
to withdraw the capital even if
you have formally emigrated. The
income will continue to be paid out
into a South African bank account,
and from there the annuitant can
choose to transfer it offshore.

PPS enters wealth advisory market

P

rofessional Provident Society (PPS)
has introduced PPS Wealth Advisory, a
boutique wealth management distribution
channel exclusively for sophisticated or high-networth qualifying graduate professional members,
their families and their businesses.
PPS Advisory Services has identified within
their premium brand solutions, a unique group
of professionals who have created family wealth
that require a different type of relationship,
service and support.
“As the only diversified financial services
company in SA operating under the ethos of
mutuality, our legacy of 79 years, together with
our exclusive focus on providing intelligent
financial solutions for graduate professionals,
differentiates PPS from other players,” says
Mzwandile Mtshali, Executive of PPS Advisory
Services and Enablement.
Mutuality anchors PPS uniquely to contribute
to accelerating wealth opportunities for highnet-worth professionals seeking to create, protect
and grow their family and business legacy.
PPS Wealth Advisory’s criteria for clients is
R5m in net investable assets, of which personal
income in excess of R2m a year is required.
The balance of accessible finance could include
share ownership schemes, inheritance, equity,
investments or property holdings (excluding
primary residences).

PPS Wealth Advisory will be led by Linda
Sherlock, Executive Head: Wealth and Business
Development, who brings significant expertise in
the wealth market to the table.
“Together with her team of 12 seasoned CFP
qualified professionals and wealth management
experts, all with tenures of between 5 to 20 years’
experience, we are well positioned to lead with
advice,” Mtshali adds.
“Our strategy is based on accelerating wealth
for our high-net-worth professionals among
the established, senior and retired professional
market segments,” says Sherlock. The most
popular services that high-net-worth individuals
seek from wealth managers include bespoke
investment strategies, tax advisory for local
and foreign jurisdictions, estate planning,
stockbroking and wealth protection strategies.
“The immediate focus for PPS Wealth
Advisory will be delivering the new wealth
proposition and services to members with regard
to offshore investments, business assurance of
professional practices and retirement planning
needs. Naturally, we look forward to engaging
new members who qualify for PPS membership
and fall into the high-net-worth individual
category.
“At PPS, we have a deep understanding of
expectations of graduate professionals and
high-net-worth individuals when it comes to

the complexities of managing their financial
portfolios, the personal relationship they desire
and the high service ethos they require,” she adds.
Sherlock believes that the role of the wealth
manager is critical in providing a single point
of relationship ownership that delivers seamless
service and high-quality, high-touch, advice-led
strategic plans through financial and business
planning for local and international market
strategies.

Mzwandile Mtshali,
Executive: PPS
Advisory Services
and Enablement

Linda Sherlock,
Executive Head:
Wealth and Business
Development, PPS
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WOUTER FOURIE
CEO, Ascor Independent
Wealth Managers

PSA or
RFA –
are you
ready
for a
new
title?

A

re you and your business ready for a change in title, as proposed by the
Retail Distribution Review (RDR)?
The question has become very pertinent after industry members
were approached to submit their views on this and other proposed changes to
the profession, before the deadline of end-March 2020.
If the proposed legislation is enacted in its current form, there will be a
stricter and clearer distinction between individuals offering financial advice
on products from one product supplier, and those offering a range of financial
products on behalf of many financial services providers.
The RDR proposes two different titles, namely a product supplier agent
(PSA) for the former and a registered financial adviser (RFA) for the latter. It
is clear that these titles will be based on a professional’s relationship with the
supplier of the products that he/she offers to clients.
If you are inclined to believe that the title is mere semantics, think again. If
the rules are written into law, you will in future be legally required to clearly
identify yourself and the scope of your services to your client. As a PSA,
you will have to state that you are only authorised to provide advice on the
products of XYZ company, while as an RFA you will be able to introduce
yourself as someone authorised to offer financial products and services from
a range of service providers.
These rules will be written into the Financial Advisory and Intermediary
Services (FAIS) Act and its code of conduct, which will prescribe very strict
conduct rules and rules on when and how advisers
may use the term ‘independent’ in their title and
professional marketing. The rules will also strictly
IF YOU ARE
forbid someone from working as both a PSA and an
INCLINED
RFA.
TO BELIEVE
Ultimately, the RDR has started to raise the level
of
professionalism in the financial advice industry
THAT THE
and, in doing this, to create customer confidence and
TITLE IS MERE trust in their adviser and the industry in general.
SEMANTICS,
One should also keep in mind that the Financial
Sector
Conduct Authority (FSCA) confirmed its
THINK AGAIN
intent to acknowledge the professional status of
qualified financial planners by reserving the use of ‘financial planner’ for
professionals who hold a formal qualification in financial planning and
individuals designated as CFP™ professionals.
Those named ‘financial planners’ have to meet strict academic and ethical
standards, and meet strict criteria for experience and continuous professional
education as set by the International Financial Planning Standards Board
(FPSB). They must also be members, in good standing, of the Financial
Planning Institute of South Africa (FPI), the only recognised professional body
for financial advisers in South Africa.
As mentioned, there is still some time left to make comments to the
proposed regulations. Regardless, there will be significant changes to the way
in which financial planners will be able to market themselves, service clients
and generate new business.
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RICHARD RATTUE
Managing Director,
Compli-Serve SA

Recapping where
we are with RDR

A

t the end of last year, the
‘services as intermediary’ definition,
FSCA, in true festive-time
and remuneration must stand in
fashion, released some
accordance with current insurance
important updates to the RDR
regulations. The FSCA may, however,
proposals. While many aspects of the
propose legislation around charging
reform are still a work in progress,
advice fees, separate to commission,
the recent regulatory feedback
which should paint a clearer picture.
starts to show us a clearer picture of
Proposals are expected to emerge over
what is coming. Insurance is most
the course of 2020. Watch this space.
impacted by the latest updates, with
implementation affecting this arena of
Progress on insurance
financial services more so than others,
premiums
for the moment.
Governance and operational standards
An important component of the
for premium collection are firmly
RDR process was to distinguish
in place. To recap, those who collect
more clearly between intermediation
premiums on either long- or shortactivities and outsourced services.
term insurance policies have to make
Duplication was prevalent among
use of bank accounts dedicated to
the findings conducted by the FSCA,
premium collections only. The monies
highlighting the risk of
can only be used to
intermediaries being
pay for the premiums
INSURANCE
remunerated for the
owed and must be
same service more than
paid over 15 days past
IS MOST
once (by the consumer,
the previous month’s
IMPACTED BY end. Only refunds or
the insurer or even
THE LATEST
both parties).
commissions that are due
The FSCA and
to intermediaries need
UPDATES
the Prudential
not be paid over to the
Authority (PA) are in the process of
insurer. The FSCA has recently further
converting the Prudential Standard on extended the deadline for compliance
Outsourcing into a Joint Standard on
with premium collection rules to 1
Outsourcing, where draft amendments April.
for comment are expected to be
published sometime this year. The
Waiting game
FSCA is currently assessing to what
With its roots in SA spanning back
extent specific conduct requirements
to 2014, it’s understandable to feel
should be incorporated into the draft
frustrated by the slow progress of the
Joint Standard.
RDR. To my mind, it is a good thing
that the regulator seeks to ensure the
Service clarity needed
changes are measured, and proper
A call was heard for a clearer
impact assessment is undertaken on
distinction between ‘advice-related
the proposals prior to implementation.
services’ and ‘services as intermediary’.
The best course of action is to keep
The FSCA says that advice and most
your ears to the ground when it comes
advice-related services fall within the
to the RDR – ready and waiting.
The different categories for segmentation of activities in the insurance
sector have been largely accepted as:
• Advice (a service to the customer)
• Other services to the customer
• Services that truly ‘intermediate’ between the customer and the insurer
• Services to the insurer (split between binder services and other
outsourced services
• Other services to the insurer not explicitly provided for in the current
regulatory framework.
While these are focused on the insurance sector, they could inform
outsourcing conduct standards to come for other sectors of the industry.

Can you
tick all the
boxes?
The start of a new decade is the perfect time
to take your clients’ group disability insurance
solutions to the next level.
Contact your Momentum Corporate Specialist.

momentum.co.za
Disclaimer:
Momentum Corporate is a part of Momentum Metropolitan Life Limited,
an authorised financial services and registered credit provider. Momentum
Metropolitan Holdings Limited is a Level 1 B-BBEE insurer.
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Principal officers
may no longer
be appointed by
service providers

O

n 19 December 2019, the
period that the industry has been
FSCA issued a communication given to comply.”
informing the retirement
funds industry and stakeholders about How a principal officer’s
its new approach to addressing the
role can be impaired
inherent conflict of interest relating to
Section 8(1) of the Pension Funds Act,
principal officers (POs) appointed on
1956 (PFA) requires that every fund
boards of retirement funds, while also
appoint a PO. The PO must act as the
being employed by service providers
de facto chief executive officer of the
to these funds.
fund, the liaison between the fund and
Sharna Mittel, independent
the FSCA, and the custodian of the
principal officer, says the Authority
fund’s governance practices.
should be lauded for clamping down
The PO also has a legal duty to
on a long-standing practice that can
protect the members of the fund
lead to conflicts of interest and the
by reporting any matter that may
reduction in the PO’s freedom to act
prejudice the fund and its members to
independently
the Authority.
in protecting
Decision-making
A SERVICE PROVIDER powers of the board
the interests of
funds and their
may also be delegated
EMPLOYING A
members.
PRINCIPAL OFFICER to the PO, subject to
“The Authority
a certain threshold
IS IMPERMISSIBLE and ratification by
recognises that
a PO’s ability
the board.
AND UNDESIRABLE,
to comply with
“It has been
AND THE INDUSTRY
his or her duty
standard practice
IS BEING COMPELLED for service providers
to report on the
activities of the
to appoint a staff
TO COMPLY
service provider is
member internally to
likely to be impaired if the PO is also
act as the fund’s PO, specifically in the
employed by the service provider.
retail retirement fund’s space such as
“The Authority has warned that it
umbrella fund products,” Mittal says.
will issue Enforceable Undertakings
“There is an inherent conflict of
– which are legally binding – to funds
interest in this situation, as a PO that
and service providers that are in
is employed by a service provider
breach of Directive PF No. 8, which
cannot perform his or her fiduciary
deals with the prohibition of the
duties independently, by potentially
acceptance of gratification by fund
triggering the replacement of the
FPI-advert-PR.pdf
4 time
2019/11/15 service
15:50 provider who hired him or
officers, within
the six-months
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her, if such service provider does not
perform in keeping with the board’s
expectations.
“This inherent conflict of interest is
contrary to the interests of the fund’s
members. The Authority is aware that
several funds are in contravention
of section 7C(2)(c) of the PFA,
which requires Boards of funds to
avoid conflicts of interest, as well as
Directive PF No. 8, and they are now
addressing the issue in a definitive,
on-the-nose way.”
Six months to bring funds
into compliance
Rumours have surfaced that some
funds have already been issued with
Enforceable Undertakings by the
FSCA, and the FSCA is said to be
fielding calls by service providers who
believe the Authority was mistaken
when it issued the communication in
December.
“The FSCA didn’t exclude retail
funds from their communication.
Going forward, umbrella funds,
preservation funds, retirement annuity
funds and all retail funds may not
employ the PO of their funds,” says
Mittel.
From 12 December 2019, POs must
be contracted directly by the fund,
which will ensure that the PO serves
the best interest of the fund and its
members, instead of being fettered by
service provider’s interests.
“The communication issued by the
FSCA will give funds and the relevant
parties six months to appoint a new
PO that is not employed by the service
provider, release their POs from
employment to be contracted directly
by funds, or face regulatory action.”
In Mittel’s view, the future role of
POs will be completely independent,
with no employer/employee
relationship to fetter their duty to
protect members.
“A service provider employing a PO
is impermissible and undesirable, and

the industry is being compelled to
comply. Successful POs of the future
will be experienced, knowledgeable
and independent of all employment
relationships that may interfere with
their duty to protect.”
Jerry Botha, Executive Committee
Member of the South African Reward
Association (SARA) and the Chair
of the Employee Benefits and Tax
Committee, comments, “Rewards
professionals within employers
can thus act as the PO of a fund,
provided the employer is not a service
provider. We know of many of our
members whose functions include
serving on the benefit fund, as this is
such a critical part of remunerating
employees optimally and tax
efficiently.”
This new regulation also carries
a warning for employers and
professional members – the principles
of good governance now demand that
funds should be held accountable and
comply with this new regulation.
“Simply put, where an employer
participates in an umbrella fund or
any retail fund that does not conform
with the FSCA regulation, what
message does this send to the market,
and what risks does the employer
assume? It will also be interesting to
see the urgency with which the FSCA
will start enforcement.”

Jerry Botha, Executive
Committee Member:
South African Reward
Association

Sharna Mittel,
Independent
Principal Officer
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Why it’s tough out there for
advisers – and their clients
MoneyMarketing recently spoke to Jeanette Marais, deputy CEO of
Momentum Metropolitan Holdings, on the side lines of the Johannesburg
leg of Momentum’s Independent Financial Adviser Partnership Roadshow.

J

eanette Marais says that while it may be tough
in returns, not beating inflation, and the client is
out there for advisers, this means it’s tough for
drawing an income – probably a bit more than he/
clients too. “That’s why the roadshows that we’re
she should. This means trouble for their future
having at the moment are important to further
financial wellbeing.”
strengthen the relationship with advisers. Advisers
Marais says two trends have arisen. “The first is
can play a massive role in clients’ lives – they can
the strong outflow of money onto offshore platforms.
make sure that clients’ trusts, wills, life insurance and Our Momentum Wealth International platform is
investments are in place and this, in the long run,
experiencing unprecedented flows, as many clients
creates value and wealth.” Advisers play a key role
are investing as much money as they can into
as financial coaches, helping clients see through the
offshore jurisdictions like Guernsey.”
short-term noise and understanding their long-term
In addition, given the recent poor local market
investment goals – as well as stopping clients from
returns, there is a flight to safety with fixed income
overreacting to short-term news, switching and
and traditional life annuities now back in favour.
destroying value by missing the opportunity when
“Conservative products with investment guarantees
markets recover.
– where we guarantee your capital and a certain
She describes the different types of financial
return – are flying off the shelves.”
advisers. Some advisers specialise in investments,
Marais says that people were told they had to be
and they only step in when clients have already
in retirement annuities and pension funds because
built up an investment portfolio, for instance at
of tax savings. “Prescribed assets would be an awful
retirement. “This Roadshow is to reach our ‘fullblow for hardworking people who have saved.
service financial advisers’; that’s independent
Retirement saving is a long-term plan. All this shortadvisers who provide holistic
term uncertainty around the security of
financial advice with shortyour investments means that people will
term and long-term goals
THE ROADSHOWS not save appropriately for a comfortable
– in other words, a portfolio
retirement.”
THAT WE’RE
approach. The audience at this
She adds, “We do not feel we need to
HAVING AT THE
Momentum roadshow look
have prescription to ensure we invest
after everything, walking the
responsibly and in support of our
MOMENT ARE
road with their clients and
society. We have many examples of great
IMPORTANT
playing a big role in clients’
investment-yielding projects where a
TO FURTHER
lives in terms of their future.”
social good was also delivered. If you
Interacting with financial
STRENGTHEN THE look at our group’s assets today – and
advisers during these
by that I mean the group’s policyholder
RELATIONSHIP
roadshows has once again
funds and shareholder funds – we have
WITH ADVISERS
confirmed their concerns,
voluntarily invested massively into
which start with a shrinking
buying certain bonds to support selected
client base, says Marais. “More and more advisers’
struggling parastatals, in building emerging black
clients are emigrating as it’s often people with
businesses and delivering clean energy, without
financial means that get global opportunities,” she
being asked to do so.
says. “Are local advisers well positioned to advise
“The other concern is that with the voluntary
someone who has moved out of South Africa and
investment in the parastatals, as asset managers
now lives in Australia or the UK?”
we have been able to place significant pressure to
Secondly, Marais says, clients in SA are concerned
improve governance. This is not the case if there is
about political developments in the country,
compulsory support of these entities.”
frequently asking themselves if there’s a future and
She believes that for the greater good of the
how things will play out. “We are anxious that we
country, Eskom shouldn’t be allowed to fail, but says
won’t turn the corner,” she says. People are concerned there should be proper governance to ensure its
about many populist proposals that may require big
future success.
spending from government, which simply does not
“We also recognise that support of some critical
have the money. “This means that people are restless
state entities is essential for the economy. The private
and worried about having their money invested.
sector, as investors, has a strong role in supporting
“In the past, what counted for us was that the
management and ensuring good stewardship of
country was one of the top return jurisdictions in the these corporations.”
world with a great market – the JSE provided stellar
Momentum has a committed approach to
returns, even though the economy was not growing
partnering with advisers in terms of their
that much.”
ongoing education through roadshows and
But the past few years have seen a tough, lowCPD workshops. “Since the conflict of interest
return environment and everyone is affected by
legislation came about ten years ago, we as an
the markets. “On top of that, advisers have clients
industry had to think long and hard about how
who – like most South Africans – haven’t really
not to lose that connection with the advisers
saved enough for retirement. These clients have
and how to professionalise our relationship,”
retirement products that provide only 2% to 3%
says Marais. “I’d be the first to acknowledge

that, maybe 30 years ago, the industry was far more
informal, but today it’s about how much value can
be added.”
That is also why she firmly believes that roboadvisers can never replace human advisers. While
it was expected that robo-advice would take over
the financial services industry and usurp the role of
human advisers, the opposite happened.
“I think a lack of brand awareness and a lack of
trust in robo-advisers are big issues. Many advisers
in SA have websites where clients can answer a
few questions around their money. Clients will go
through the process until they have to make a choice
– and that’s when they want human contact. This
has been proven to be the trend around the world.”
The human touch and personal assurance that
the investment plan is fit for purpose will remain
essential to any investment process.
Robo-advice can make an adviser’s life easier in
terms of saving time by streamlining the advice
process. “We find that a lot of advisers still want
to fill out lengthy paper forms instead of sitting in
front of their clients with a computer screen. Some
advisers haven’t transformed and there’s a lot of
work we need to do. Technology can lead to lower
costs for both the adviser and us – it’s something we
need to partner on. We would like to empower our
advisers to spend more time with their clients and
less time completing paperwork.”

Jeanette Marais,
Deputy CEO,
Momentum
Metropolitan
Holdings
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Raging Bull Awards:
All the winners

T

CERTIFICATES
Straight performance over three years
Best South African Equity Resources Fund
Investec Commodity Fund
Best South African Equity Midand Small-cap Fund
Coronation Smaller Companies Fund
Best South African Multi-asset Flexible Fund
Long Beach Flexible Prescient Fund
Best South African Multi-asset Low Equity Fund
Financial Fitness IP Stable Fund of Funds
Best South African Multi-asset Medium
Equity Fund
Kagiso Protector Fund
Best South African Multi-asset High Equity Fund
Kagiso Balanced Fund
Best South African Multi-asset Income Fund
Sasfin BCI Flexible Income Fund
Best South African Interest-bearing
Short-term Fund
Truffle SCI Income Plus Fund
Best South African Interest-bearing
Variable-term Fund
Allan Gray Bond Fund
Best South African Real Estate Fund
True North IP Enhanced Property Fund
Best (SA-domiciled) Global Multi-asset
Flexible Fund
Northstar SCI Global Flexible Fund
Best (SA-domiciled) Worldwide Multi-asset
Flexible Fund
Select BCI Worldwide Flexible Fund
Best (FSCA-approved) Offshore Europe Equity
General Fund
Templeton Eastern Europe Fund
Best (FSCA-approved) Offshore United States
Equity General Fund
Franklin US Opportunities Fund
Best (FSCA-approved) Offshore Far East Equity
General Fund
Templeton China Fund
Best (FSCA-approved) Offshore Global Real Estate
General Fund
Schroder International Selection Global Cities Real
Estate Fund

he 24th edition of the Raging Bull Awards –
South Africa’s premier event honouring the
stars and achievers of the unit trust industry
– took place in January in Cape Town. Here’s a list of
the winners:
RAGING BULL AWARDS
Straight performance over three years
Best South African Equity General Fund
Kagiso Equity Alpha Fund
Best South African Interest-bearing Fund
Truffle SCI Income Plus Fund
Best (SA-domiciled) Global Equity General Fund
BlueAlpha BCI Global Equity Fund
Best (FSCA-approved) Offshore Global
Equity Fund
Fundsmith Equity Fund

Risk-adjusted performance
over five years
Best South African General Equity Fund
on a Risk-adjusted Basis
Fairtree Equity Prescient Fund
Best South African Multi-asset Equity Fund
on a Risk-adjusted Basis
Kagiso Protector Fund
Best South African Multi-asset Flexible Fund
on a Risk-adjusted Basis
Long Beach Flexible Prescient Fund
Best (FSCA-approved) Offshore Global Asset
Allocation Fund on a Risk-adjusted Basis
Platinum Global Managed Fund
MANAGER OF THE YEAR AWARDS
Offshore Manager of the Year
Nedgroup Investments
South African Manager of the Year – 3rd Place
Prescient
South African Manager of the Year – 2nd Place
Investec Asset Management
South African Manager of the Year
MI-PLAN
Note: Managers of the Year receive Raging Bull Awards, the two
runners-up to the SA Manager of the Year receive certificates.

Best (FSCA-approved) Offshore Global
Fixed-interest Bond Fund
Allan Gray Africa Ex-SA Bond Fund
Risk-adjusted performance
over five years
Best South African Multi-asset Low Equity Fund
on a Risk-adjusted Basis
Kagiso Stable Fund
Best South African Multi-asset Medium Equity
Fund on a Risk-adjusted Basis
Kagiso Protector Fund
Best South African Multi-asset High Equity Fund
on a Risk-adjusted Basis
Investec Managed Fund
Best South African Multi-asset Income Fund
on a Risk-adjusted Basis
BCI Income Plus Fund
Best South African Interest-bearing
Variable-term Fund on a Risk-adjusted Basis
Allan Gray Bond Fund
Best South African Interest-bearing
Short-term Fund on a Risk-adjusted Basis
Momentum Enhanced Yield Fund
Best South African Real Estate Fund on
a Risk-adjusted Basis
Absa Property Equity Fund
Best (SA-domiciled) Global Equity General Fund
on a Risk-adjusted Basis
Investec Global Franchise Feeder Fund
Best (SA-domiciled) Global Real Estate Fund
on a Risk-adjusted Basis
Catalyst Global Real Estate Prescient Feeder Fund
Best (SA-domiciled) Global Multi-asset Low
Equity Fund on a Risk-adjusted Basis
Prudential Global Inflation Plus Feeder Fund
Best (SA-domiciled) Global Multi-asset High
Equity Fund on a Risk-adjusted Basis
Investec Global Strategic Managed Feeder Fund
Best (SA-domiciled) Global Multi-asset Flexible
Fund on a Risk-adjusted Basis
MI-PLAN IP Global Macro Fund
Best (SA-domiciled) Worldwide Multi-asset
Flexible Fund on a Risk-adjusted Basis
Select BCI Worldwide Flexible Fund

Critical thinking leads to

CONSISTENT GLOBAL PERFORMANCE
Mi-Plan IP Global Macro Fund
Global | Multi-Asset | Flexible

Quartile

1st

1st

1st

1st

1st

1st

Invest Period

1 year

2 year

3 year

4 year

5 year

6 year

Source: ProfileData as at 30/11/2019

Asset Management
Retirement Partners | Analytics

For more information visit miplan.co.za, call +27 21 657 5960 or email info@miplan.co.za
Read our disclosures at mi-plan.co.za/disclosure/. Mi-Plan (Pty) Ltd is a registered Financial Services Provider No. 9383. IP Management Company (RF) Pty Ltd is the Manager approved under CISCA
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MiPlan crowned SA Manager of
the Year at Raging Bull Awards

M

Anton
Turpin,
Managing
Director,
MiPlan

IMAGE: ANTHEA DAVISON

iPlan, a boutique asset
management company
established in 2006 and
based in Newlands, Cape Town, was
awarded the South African Manager
of the Year trophy at this year’s
Raging Bull Awards gala dinner. This
achievement by a smaller manager
took place against a backdrop of a
tough investing environment.
The South African Manager of
the Year Award is given to the fund
management company that achieves
top risk-adjusted performance right
across its range of unit trust funds.
The performances are determined
by the Plexcrown Fund Ratings
system over a five-year period. The
award acknowledges long-term,
consistent performance across a
wide range of investment options,
within one company.

MiPlan was placed in the top three
Managers in the 2018 Raging Bull
Awards as well, highlighting the
consistency of the delivery of top
risk-adjusted performance from its
asset managers.
MiPlan’s philosophy to critically
evaluate, identify and appoint asset
managers who are best in their
class underpins its ability to achieve
industry-beating risk-adjusted
returns for its clients. “We therefore
acknowledge and share this award
with Tony Bell and Rowan WilliamsShort from Vunani Fund Managers,
and Guy Monson from Sarasin and
Partners, as well as the skilled teams
who back them up,” Anton Turpin,
owner and Managing Director of
MiPlan, said.
Bell also netted the Raging Bull
award for the MiPlan IP Global

MiPlan IP Global Macro Fund
The MiPlan IP Global Macro Fund is a multi-asset
flexible fund, investing primarily in foreign markets.
The fund aims to achieve capital appreciation over
the medium to long term and invests in blue chip
stocks such as Apple, Microsoft, JP Morgan Chase,
Procter & Gamble, Mastercard, Visa, Coca-Cola and
Nestle.The fund is suitable for investors:
• with a longer-term investment horizon who are
comfortable with shorter-term volatility and risk
associated with a fund mandated to achieve longterm capital growth
• as part of their long-term growth assets as
determined by their financial analysis
• seeking actively managed exposure to global equity

Macro Fund in the individual fund
awards, in the SA domiciled Global
Multi-Asset Flexible category for riskadjusted performance over five years,
and was recognised as Best Performer
based on straight performance over
three years.
“In a market dominated by
hype, where investors and their
advisers are often influenced by
extensive advertising and marketing
campaigns, we would like to thank
our loyal supporters for showing
their confidence by investing in
MiPlan,” Turpin added. “In doing
so, you have gone against the market
trend by choosing a lesser known
brand and basing your investment
decisions on the critical evaluation
of your investment options and fund
manager, and not on populism and
promotion.”

opportunities while seeking to mitigate downside
risk that undermines the long-term growth
objective.
Calendar 2019 for the fund may be summarised in
two words: volatile and opportunistic.
Volatility remained persistent as politicians
demanded to be heard by central bankers, while
central banks themselves vacillated between
tightening and easing. All of this presented a range of
opportunity for active managers to generate alpha.
The fund’s portfolio delivered another year of highly
credible returns, placing it in either the first or second
quartile over all periods. Many of the stocks held by
the fund delivered returns in excess of 30% for the
year, with only a few dipping into negative territory.

Critical thinking leads to

CONSISTENT INCOME PERFORMANCE
Mi-Plan IP Enhanced Income Fund
South African | Multi-Asset | Income

Quartile

1st

1st

1st

1st

1st

1st

Invest Period

1 year

2 year

3 year

4 year

5 year

6 year

Source: ProfileData as at 30/11/2019

Asset Management
Retirement Partners | Analytics

For more information visit miplan.co.za, call +27 21 657 5960 or email info@miplan.co.za
Read our disclosures at mi-plan.co.za/disclosure/. Mi-Plan (Pty) Ltd is a registered Financial Services Provider No. 9383. IP Management Company (RF) Pty Ltd is the Manager approved under CISCA

WWW.MONEYMARKETING.CO.ZA

11

FEATURE: RAGING BULL AWARDS

31 March 2020

Disciplined investment
process and stock
picking behind fund’s
outperformance

With over 20 YEARS
of discipline, focus and
a commitment to long
term performance
behind us, our clients
believe in the consistency
of our investment process
and performance.

RAGING BULL WINNER
Platinum Global Managed Fund:
Winner of the Raging Bull for the
best (FSCA-Approved) Offshore
Global Asset Allocation Fund on
a Risk-Adjusted Basis.

Guernsey International Management Company Limited is the registered Manager of the
Offshore Mutual Fund PCC Limited (“the Scheme”) together with the Platinum Global Managed
Fund (the “Fund”), and is approved to provide investment management services to collective
investment schemes in Guernsey by the Guernsey Financial Services Commission. Platinum
Portfolios Global (the ”Investment Advisor”) (Company No: 151696 C1/GBL) a Mauritian
authorised discretionary financial services provider (FSC Licence No. C117022522 Code FS-4.1) is
responsible for managing the assets of the Fund. The Scheme and Fund are approved in terms of
section 65 of the Collective Investments Schemes Control Act, No 45 of 2002. The Scheme is an
affiliate member of the Association for Savings and Investment South Africa (“ASISA”). Collective
Investment Schemes in securities are generally medium- to long-term investments. The value of
participatory interests may go up or down and past performance is not necessarily an indication
of future performance. A schedule of fees, charges and maximum commissions is available on
request from the Investment Advisor. Distribution: Platinum Portfolios (Pty) Ltd is an authorised
financial services provider (FSP 641)
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The Raging Bull Award for the Best (FSCA-approved) Offshore Global
Asset Allocation Fund on a Risk-adjusted Basis over five years to
December 31, 2018 went to the Platinum Global Managed Fund,
managed by Charolyn Pedlar and Mel Meltzer of Mauritius-based
Platinum Portfolios Global. MoneyMarketing spoke to Charolyn – the
fund’s lead manager – about its outstanding performance.

Charolyn
Pedlar,
Manager:
Platinum
Global
Managed
Fund

A marked feature of the Raging Bull
Awards this year is that in many
instances the smaller managers
were winners; the unit trust
market in SA seems to be changing.
Why do you think this is?
This is a trend that we have seen developing
over the past few years. It is difficult for
us to answer as to exactly why this is, as
larger managers do have more analysts and
resources at their disposal when making their
decisions than smaller managers. As a small
fund management house, we are focused
on developing the systems that enhance our
investment process, and we continually work
on sourcing the best independent research
that we can get. Having a small team is an
advantage when it comes to being nimble and
decisive when changes need to be made.
How would you describe the
Platinum Global Managed Fund’s
philosophy and what type of
investor is it aimed at?
The Platinum Global fund has a flexible
mandate and can invest in a wide range
of asset classes and currencies, including
global equities, global property, global fixed
income and money market instruments. The
managers have maximum flexibility to vary
investments between the asset classes. The
fund’s investment objective is to deliver good
risk-adjusted returns to investors over the long
term, as well as to outperform the MSCI World
USD index with less risk over the long term.
The fund’s investment strategy is to invest
in good quality businesses for the long term.
We consider quality businesses to be those that
have a durable competitive advantage, or moat,
that protects them against their competitors,
and allows them to earn high returns on capital
over the long term.

We also look for companies that have good
cash flows, as well as manageable debt levels
– those that are resilient to disruptors while
paying attractive, growing dividends.
Once we have identified these great
businesses, we will patiently wait to buy them
well under their fair value price, which gives
us a margin of safety. Delivering good riskadjusted returns is an important aspect of the
fund’s investment philosophy.
The type of investor that would invest in this
fund would be someone that is looking for a
single investment solution that will give them
access to multi-asset classes and good quality
global companies.
What factors have driven the
fund’s outstanding performance?
2019 was a good year for us. None of the
companies that we owned had a negative
return for the year. We believe that our
disciplined investment process, risk
management strategies and our stock picking
was what allowed us to deliver good returns to
our investors.
Our IT stocks were the top performers in
2019. Apple was the star performer and was up
well over 100% for the year. Apple’s performance
once again proved that great businesses with
good management will continue to deliver
and surprise investors. The company’s revenue
composition changed noticeably in 2019. As
smartphone sales struggled throughout the
year in important markets like China, two
of their business segments, wearables and
services, stepped up to the plate and picked
up the slack. The demand for Apple AirPods
surprised the market – the company sold over
60 million this year and it is estimated to sell
over 100 million in 2020. The AirPod’s sales,
coupled with a strong update from Apple on the
revenue generated from its apps, has reduced
the company’s reliance on hardware sales
even further.
What opportunities lie ahead for
the fund this year and how will you
position it?
We see continued uncertainty in the global
economic environment, which will result in
markets being volatile once again in 2020. We
will maintain a conservative position in the
fund. In our view, a well-diversified portfolio
focused on quality companies that pay a high
dividend is likely to continue to prove more
resilient in difficult markets.
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Schroders wins award for Best Offshore
Global Real Estate General Fund

T

he Raging Bull Awards
ceremony held in Cape Town
in January saw global asset
manager Schroders walk away with the
award for Best Offshore Global Real
Estate General Fund. In the midst of a
struggling local property market, the
award serves as a further reminder for
local investors of the opportunities
that are available to diversify their
property portfolios offshore.
“With the SA listed property index
trading at seven-year lows – an
indicator of the broader struggle in
the local sector – investors continue
to consider diversifying their

property exposure into global real
estate. When doing so, it is important
that they challenge the way they
traditionally look at investment
opportunities in the asset class,” says
Doug Abbott, Schroders country head
in South Africa. Abbott believes that
the unique Global Cities approach
adopted by Schroders has contributed
to the asset manager’s offshore real
estate success.
“The Schroders Global Cities index
uses a number of factors to identify
the most economically vibrant cities
across the world. Cities are then
ranked in the index to provide a view
of where some of the biggest global
real estate opportunities lie,” he
explains.
Abbott adds that Global Cities are
major centres of job creation, and
notes this as a critical
ingredient for real

Fairtree scoops
Raging Bull
Award for third
year running
Fairtree was nominated in three categories of the
Raging Bull Awards, with the Fairtree Equity Prescient
Fund winning the Raging Bull for risk-adjusted
performance over five years. It is the third consecutive
year that Fairtree has won this Award.
“We are delighted to have been recognised
for another Raging Bull. It is a huge honour as it
affirms our commitment to our sound investment
philosophy and creating long-term wealth for
our clients,” Bradley Anthony, Fairtree Asset
Management, said.
He acknowledged the long and valuable
relationships with clients and their advisers and
thanked them for their continued support and trust
in what was a difficult investment period.
Raging Bull winners Stephen Brown and Cor
Booysen are co-portfolio managers of the Fairtree
Equity Prescient Fund, which returned 197.18% or
14.27% per annum over the period November 2011
to December 2019.

estate investment. “Industries are
now increasingly clustering together
in cities with universities that attract
talented students. The logic is that
these students will often stay and
work in the same cities or create
companies after graduation. In a
rapidly urbanising world, the pull
towards cities that offer employment
growth and a wide range of amenities
translates to higher income return
for investors and, in time, a higher
capital value.”
He says the award is a nod to
Schroders’ global cities approach and
excellent real estate management
team. “Our real estate expertise
stretches back to 1971 and,
since then, has been consistently
recognised by the real estate industry
for its outstanding performance. To
be recognised by the Raging Bull
Awards is an added honour.”

Doug
Abbott,
Country
Head: SA,
Schroders

Raging Bull
BlueAlpha BCI
Awards
Global Equity
celebrates
Fund triumphs
three Franklin
Templeton funds
Franklin Templeton was presented with three
straight performance certificates at the 24th annual
Raging Bull Awards ceremony.
Franklin Templeton added to its collection
of achievements by acquiring the Best (FSCAApproved) Offshore European Equity General
Fund for its Templeton Eastern Europe Fund, Best
(FSCA-approved) Offshore United States Equity
General Fund for its Franklin US Opportunities
Fund, and Best (FSCA-Approved) Offshore Far East
Equity General Fund for its Templeton China Fund.
These certificates were awarded for Top Performance
by a foreign [non-rand-denominated] collective
investment scheme for the three-year period ending
December 2019.
The Franklin Templeton team said, “We are
elated to see that this year the Raging Bull Awards
has celebrated three diverse fund offerings from
our product line-up. In the current economic
environment, it is important for investors to have a
diverse portfolio mix that includes local and global
assets. At Franklin Templeton, our goal has been to
provide South African investors with high-quality
global investment solutions to help them meet their
long-term financial goals.”

BlueAlpha’s most successful fund is the
BlueAlpha BCI Global Equity Fund, which is
primarily focused on investing in developed
market equities. The fund has outperformed
the benchmark over a three-year annualised
period by 5.4% – an achievement, which
saw it awarded a Raging Bull Award for the
Best (SA-domiciled) Global Equity General
Fund over a three-year period to December
2018 and, most recently, to December 2019,
at the 24th edition of the awards held in
Cape Town.
In keeping with the company’s investment
philosophy, the fund focuses on businesses
that generate high returns on invested
capital, which translates into real economic
profit – as opposed to accounting profit.
“These companies typically generate
strong cash flows, which they are able to
reinvest for growth at high rates of return,”
says Richard Pitt, portfolio Manager at
BlueAlpha Investment Management.
He adds that long-term performance is
more reliably sought by investing in the
right type of companies and allowing them
to generate the returns, as opposed to
relying on a portfolio manager’s ability to
time either the market or cyclical rotation
within industries and sectors.
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HANNES VAN DER WESTHUYZEN
Head of Fixed Income,
Truffle Asset Management

Capital preservation
with a predictable
income stream

T

ruffle Asset Management was honoured to
credit. We only
have one of its prestigious funds awarded
invest in listed
the top spot at the 24th Annual Raging Bull
instruments with
Awards held in Cape Town in January. The Truffle
a credit rating that
SCI Income Plus Fund was not only recognised as
is acceptable within our
the top performer in the South African Interestrisk profile. While it is possible
Bearing Short-Term category but was also awarded
to achieve higher yields on bonds
the top honours, a Raging Bull Award, as the best
with lower credit ratings, we believe
South African Interest-bearing Fund for straight
capital preservation is more important
performance over three years.
than a small increase in return.
Over the three years to 31 December
This fund should typically appeal to
2019, the fund returned 11.65%
investors who want the assurance of
WE FOLLOW
on average per year. The fund’s
receiving a steady income stream while
A MULTIbenchmark, the Short-Term Fixed
preserving capital. We, therefore, seek
STRATEGY
Interest Composite Index, returned
to mitigate the duration risk by keeping
7.37% per year over the same period.
APPROACH IN the overall duration in the fund as
The fund was launched in September
low as possible without impacting the
TARGETING
2016 and currently has assets under
return.
CONSISTENT
management of around R300m.
Top of everyone’s mind is the
The fund aims to achieve higher
BENCHMARK- possible downgrading of our credit
yields on income than money market
rating and the impact this could have
BEATING
portfolios, while simultaneously
for returns from income funds. The
preserving clients’ capital. In keeping
conservative approach we follow will
RETURNS
with the restrictions on funds in
stand the fund in good stead as the
the short-term fixed-interest sub-category, the
quality, type and interest profiles of the debt we
maximum duration of investments in the fund is
hold should protect the capital and return even in
two years.
the event of a downgrade.
At Truffle we follow a multi-strategy approach in
Basel III, a global regulatory framework on
targeting consistent benchmark-beating returns.
bank capital adequacy, stress testing and market
We use a combination of credit and duration
liquidity risk, was introduced in SA three to four
when and where appropriate to generate our
years ago. We were quick to identify the new bank
outperformance. One of the core considerations
subordinated Tier 1 and Tier 2 bond classes very
in managing the fund is capital preservation, and
early in their evolution as a viable investable asset
we, therefore,
avoid
we perceive to
risky
class. We performed due diligence within our set
Truffle
MM what
Advert_FINAL.pdf
1 be
2020/02/18
08:39

risk parameters and invested in these
bonds from the outset. This was hugely beneficial to
the fund, as well as for all of our multi-asset funds
where we manage the fixed income allocation in
the same manner, as the yields we achieved were
significantly higher than what we perceived the
risk to be. Since then, these spreads have narrowed,
which has resulted in significant gains for the fund
over and above the interest coupons.
The benefit of excessive bank sub-debt spreads
has disappeared somewhat as new issues are more
fairly priced. At the same time, most managers now
include this asset class in their funds. This means
that returns on actively managed funds could
converge in the short term – however, we continue
to search for mispriced instruments, as we have
done in the past. We remain focused on achieving
higher yields on income than money market
portfolios, while simultaneously preserving clients’
capital.
You can access the Truffle SCI Income Plus Fund
directly by contacting our office, or through the
Glacier and Momentum LISP platforms.
Visit www.truffle.co.za for more information and
disclosure documents. Refer to the MDD for more
information on the fund.

The value of experience.
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Truffle Asset Management is an authorised FSP. Full details and basis of the award are available from the manager.
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FEATURE: RAGING BULL AWARDS

BUDGET 2020
De Wet de
Villiers,
Associate
Director, AJM

39% cumulative
return over three
years drives
consecutive award
for Sasfin

T

he Sasfin BCI Flexible
Income Fund won again at
the prestigious Raging Bull
Awards. The Fund, managed by Philip
Bradford, won the award for Best South
African Multi-Asset Income Fund over
three years ending December 2019, by
generating a cumulative return of 39%
for the period, beating inflation by 25%
and the JSE All Share Index by 15%.
The awards remain coveted, with
competition increasing dramatically
over the years. In 1997, there were
less than 50 unit trust funds when the
Raging Bulls were first presented; now
there are more than 1 000, and a repeat
of the win from last year’s event ensures
Bradford and Sasfin signal themselves
as managers that investors can choose
with confidence.
In terms of the Fund’s asset
allocation tactics, over the past 12
months, Bradford’s team bought longerdated AAA bonds, increasing the
duration of the fund, and subsequently
reduced the duration when markets
returned to normal. He argues that at
times of maximum pessimism, as had
occurred in the build-up to the ANC
elective conference in 2017, bonds
offering yields of 6% to 7% above
inflation were bought for the Fund to
lock in these returns for their investors.

WE AIM TO PROVIDE
SIMILAR OR BETTER
RETURNS THAN THAT
OF THE ALL BOND
INDEX WITH LOWER
VOLATILITY

volatility. It is designed to be used as
the income-producing portion of an
investor’s asset allocation. In this lowreturn environment, it is imperative
that all efforts be made in trying to
maximise return but with a riskcognisant mindset.
“The fund is currently conservatively
positioned in anticipation of a potential
downgrade for SA and other global risks.
We have our lowest exposure to fixed
rate bonds since inception,” he adds.

I

Challenges and
opportunities ahead
Looking ahead at South Africa’s
economic and fiscal challenges,
Bradford’s team is likely to remain
cautious going into the Budget Speech
and the potential downgrade by
Moody’s. Bradford is also concerned
about the risk of a global slowdown,
which will be negative for emerging
markets. He says a low growth
environment is one that is typically
better to hold bonds because interest
rates are likely to be cut further.
This year’s Raging Bulls Awards
keynote speaker, Dr Leila Fourie,
Group CEO of the JSE, unpacked
the environment of uncertainty, and
called for greater responsibility in
“changing the narrative” to improve
sentiment in the country. Benefiting
from a rising societal consciousness,
she proposed a greater commitment
to sustainability and social impact
with the JSE’s partners.
“In order for our narrative to take
hold, we need to act together. My
commitment from the JSE is that we
will partner with you to create this.”

IMAGE: ANTHEA DAVISON

Despite only investing in conservative
assets like bonds and cash, the Sasfin
BCI Flexible Income Fund has returned
an annualised 10.5% per annum since
its inception in July 2015, which is
significantly ahead of its benchmark
and more than double the return of the
JSE All Share Index.
Fund philosophy
Bradford explains, “The Fund is
actively managed and is suitable
for conservative investors seeking
high-income returns and capital
preservation by flexibly investing
across a range of bonds and other
lower-risk income assets. We aim to
provide similar or better returns than
that of the All Bond Index with lower

Corporate and
financial emigration
aspects of Budget 2020

Philip
Bradford,
CIO, Sasfin
Asset
Managers

nteresting new proposals relating to withdrawing retirement funds upon
emigration were announced in the 2020/21 Budget.
“As a result of announcements in the Budget, the concept of financial
emigration as recognised by the South African Reserve Bank (SARB)
will be phased out to be replaced by a verification process. The trigger for
individuals to withdraw their funds will be reviewed and any resulting
amendments will come into effect on 1 March 2021,” says Associate Director
De Wet de Villiers from tax consultancy firm AJM.
De Villiers explains that individuals are currently able to withdraw funds
from their pension preservation fund, provident preservation fund and
retirement annuity fund upon emigrating for exchange control purposes
through the SARB.
“We need to await further details on this, but it is likely to mean that access
to these funds will remain restricted, even though a person were to relocate
to another country.”
It was also announced in the Budget that the government will increase the
cap on the exemption of foreign remuneration earned by South African tax
residents to R1.25m per year from 1 March 2020. Over the next 12 months,
a new capital flow management system
will also be put in place.
INTERESTING
“All foreign-currency transactions will
be
allowed, except for a very specific
NEW PROPOSALS
list,” says de Villiers.
RELATING TO
An anti-avoidance provision
WITHDRAWING
regarding change of residence have also
RETIREMENT FUNDS been proposed.
Capital gains tax is levied when a
UPON EMIGRATION person ceases to be a South African tax
resident. When a company ceases to be
WERE ANNOUNCED
a resident, there is a deemed disposal
of its assets that triggers capital gains tax. Despite these rules, residents that
hold shares in the company could subsequently dispose of the shares and
qualify for a participation exemption for the sale of company shares.
“It has been proposed that amendments be made to the legislation to close
this loophole,” says de Villiers.
Meanwhile, new proposals to reimburse employees for business travel were
also announced. AJM explains that the current position is that if an employee
spends a night away from home for business purposes, an employer may
reimburse the employee for meals and incidental costs. This reimbursement
is not taxed, provided the amount does not exceed the amount published
by SARS. If an employee is away from the office on a day trip, advances or
reimbursements are not taxed if the employee can prove that they incurred
these expenses on the instruction of the employer, in the furtherance of the
employer’s trade.
An anomaly arises, however, when an employee purchases meals and
incurs incidental costs during a day trip for work, but the employer has not
explicitly instructed the employee to do so.
“To address this anomaly, it was proposed in the Budget that the legislation
be amended to exclude reimbursement expenses incurred by an employee
for meals and incidental costs during a business day trip, provided the
employer’s policy allows for such reimbursement,” says de Villiers.
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What Budget 2020 means for investors
STANLIB’S investment experts, Victor Mphaphuli, Keillen Ndlovu, Herman van
Velze and Marius Oberholzer discuss the impact of Budget 2020 on the markets.

Listed Property Analysis

Absolute Returns Analysis

KEILLEN NDLOVU
Head of Listed Property, STANLIB

MARIUS OBERHOLZER
Head of Absolute Returns, STANLIB

T

he listed property market
reacted positively with
property shares rising post the
Budget speech.
Higher GDP growth is needed. 1%
GDP growth (average) for the next
three years will remain a challenge
for the listed property sector. To
see meaningful uptake in the retail
property space, we need GDP growth
of at least 2%.
The consumer-friendly tax relief
will help to support the retail property
sector, which is facing challenges
due to lower consumer spending. We
expect the lower- to mid-income retail
shopping centres to benefit most from
these measures, due to greater tax
relief for the lower income brackets.
It’s positive to see initiatives to help
support electricity generation. Load
shedding will remain a challenge for
the property sector in general given
the need to buy, maintain and run
backup power facilities. Additionally,
it results in disruptions in trading
patterns.
Strengthening municipalities will be
key for the property sector as rates and
taxes have been the biggest driver of
cost increases for landlords. Stronger,
well-run municipalities will also allow
property companies to achieve greater
efficiencies.

WE DO, HOWEVER,
REMAIN
CIRCUMSPECT ON
GOVERNMENT’S
ABILITY TO DELIVER
ON THE BUDGET’S
ANNOUNCEMENTS

16

O

verall, we consider this a
market-friendly budget, with
some tough choices and
messages delivered, which should be
good for SA assets in the short term
(ignoring COVID-19 knock-on risks).
We do, however, remain circumspect
on Government’s ability to deliver on
the Budget’s announcements. If there
is action, notably around wage cuts,
market participants will embrace the
change. We have maintained for some
time that a downgrade was priced into
the market and, with the Budget failing
to address the growing debt trajectory,
the downgrade seems to be inevitable.
In our view, the downgrade is likely to
take place in November.
Our view on bonds remains
unchanged and we expect lower bond
yields to persist. In support of this view,
FRAs have moved to price in two, and
almost three rate cuts in SA over the
next 12 months, which should continue
to hold our bond yields lower.
Naturally, a global bond yield
compression amid the COVID-19
threat helps the case for SA’s bonds.
We are now more concerned as global
bonds (US rates) have priced a big
move in US rates, and a disinflationary
outcome from COVID-19.
We are delighted that the anticipated
tax increases did not materialise,
which consumers will welcome. This
should result in a rally in banking,
consumer and domestic stocks,
including property. Moody’s will
welcome this but are likely to need to
see some more balance sheet repair.
The announcement around the
reduction of the public sector wage bill
is positive and the market will respond
well to it. We are concerned about the
influence the unions may have on the
implementation, and action is critical
for success.
These announcements, along with
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a more business-friendly approach,
should be seen as a growing acceptance
that public-private partnerships are
key to addressing growth. The shorterterm sentiment will also shift with the
announcement for funding towards
extra prosecutors and investigators.
The overall sentiment should result
in the rand rallying against many
developed market currencies after
weakening since the start of the year.
We wouldn’t expect the local currency
to strengthen much below 14 against
the US dollar as the fiscal position
remains tenuous. In addition, the
market remains sceptical about the
government’s ability to balance the need
to stimulate growth and cut expenses.

Fixed Income Analysis
VICTOR MPHAPHULI
Head of Fixed Income, STANLIB

T

he rand recovered quite well as
the Budget speech progressed,
while bond yields declined
in line with the surprisingly positive
announcements, which were better
than the Medium-Term Budget Policy
Statement.
This year’s Budget speech was
an improvement on previous
announcements, which may be enough
to create a ‘wait-and-see’ approach from
the rating agencies. Markets expect that
the rating decision to downgrade will
be pushed out to later in the year, giving
them a chance to see how the associated
risk regarding the wage bill plays out.
This opens the way for the SA Reserve
Bank to cut the repo rate to support the
economy.
There is a clear indication that
Government still hopes to reduce the
budget deficit through reductions in
the wage bill. This will still need to be
negotiated with the unions, which are
already voicing their opposition. It was
disappointing to note that no major
adjustments were announced on the
sale of state assets.

Equities and Multi-Asset
Analysis
HERMAN VAN VELZE
Head of Multi-Asset and Equities,
STANLIB

B

udget 2020 is both equity and
bond market friendly. The
numbers on paper are
encouraging, especially because of
the expenditure reduction initiatives
outlined by the Finance Minister.
However, the sobering reality of
government achieving these savings
through expenditure control initiatives
generates more caution than relief.
A pleasant surprise from Budget
2020 is that Moody’s is not expected to
announce a credit rating downgrade
for SA in March and will allow
Government a chance to deliver on the
planned budget cuts.
SA equities will take heart from the
gains earmarked for consumers in
the form of personal income tax cuts,
adjusted up by more than inflation.
These concrete steps will drive SA
retail shares and domestic bonds.
The most significant feature for the
medium term is that corporates have
been sensitised to corporate taxes being
reduced soon. This will have a positive
impact on company valuations.

INVESTING

31 March 2020

PIETER KOEKEMOER
Head: Personal
Investments, Coronation

How investing tax free can
boost long-term returns

T

he start of the new tax is an opportune time
to look at your options to invest tax efficiently.
Three products can help investors to
maximise their tax benefits over the next 12 months:
• Retirement annuities (RAs)
• Endowments (for high-income earning
individuals)
• Tax-free investments (TFIs)
Each product has a different function in an
investment portfolio, so it is not a case of one
being preferable to the other. But whether investors
are saving for retirement through a workplace
retirement fund or an RA, they can also consider a
TFI for its long-term benefits of tax-free compound
growth. And the earlier investors start investing in
a TFI each new tax year, the more they can make of
the potential growth benefits over the full 12 months.
As of 2 March, investors can invest between R250
and R3 000 in a TFI via a monthly debit order, or
a lump sum of up to R36 000 per tax year, and up
to a maximum of R500 000 over their lifetime. The
amount they save on tax remains invested, which
can make a significant difference to the growth of
their money over the long term. But how much of a
difference?
The benefits of investing tax free are
compounding every day
The graph below shows very clearly the benefits of
investing in a TFI over the long term. It compares
the same investment in the taxable Coronation
Market Plus Fund versus the tax-free Coronation
Market Plus Fund over the same time period.
Let’s assume that from the fund’s inception in

July 2001, an investor was able to
MARKET PLUS TFI VS. TAXABLE MARKET PLUS UNIT TRUST
contribute the R36 000 annual limit
until the lifetime limit of R500 000
was reached. And then, assume this
investment was left to compound
until the end of January 2020.
Simply by investing tax-efficiently,
the investor would have R597 623
more capital in the TFI fund than
the taxable fund. It’s a significant
difference over time and could
make the world of difference to an
individual’s life at retirement or a
child or grandchild’s education.
The sooner investors invest their
life-time allowance, the more they
will reap the rewards of longterm investing and the power of
compounding, as long as they remain
invested.
investment. So it’s best to consider a TFI as a longWhile investors don’t get a tax break when
term investment in order to take full advantage of
contributing to a TFI, no tax is accrued while they
the tax-free returns and proceeds.
are investing and all proceeds withdrawn from the
For investors who already hold a tax-free savings
investment are tax free. Investors have complete tax
account with a bank, it makes sense to consider
certainty and do not have to worry about facing a
moving their money to a unit trust-based TFI,
larger-than-expected tax rate when they withdraw
which offers greater access to growth assets (such
funds from their investment in future.
as equities and listed property stocks) and offshore
diversification. And switching doesn’t cost a cent.
No switching costs
Investors can switch between funds, or withdraw
No additional product fees
money, without incurring any costs or penalties.
Also, when investing in a TFI, investors don’t pay any
Just be mindful that all amounts invested will count
additional fees for the tax-efficient product structure.
towards their annual and lifetime limits, regardless
They only pay for the administration and investment
of any withdrawals they make – investors cannot
management of the underlying unit trusts (which
‘replace’ the money they withdraw with a new
you would have paid regardless).

Standard Bank wins big
at Structured Products
Awards 2020

S

Left to right: Paul Medder, Operations; Chris Berry,
Head of Structured Products; Osman Salleh, Senior
Structured Products Manager; and Peter Tompkins,
Senior Structured Products Manager

Bank’s leading market position as a toptandard Bank has won three awards at
the Structured Products & Derivatives
tier investment house, demonstrating its
adaptability at helping clients navigate shifting
Awards 2020 held in London.
The event honours the world’s most
market conditions,” the bank said.
outstanding banks in terms of growth,
Chris Berry, Head of Structured Products
innovation and commitment, and coincides
at Standard Bank, added, “We were naturally
with the Structured Retail
thrilled and proud that our
Products (SRP) Europe
expertise and commitment to
WE ARE
clients has been recognised
2020 conference, the largest
gathering of the structured
in this way at such major
COMMITTED
products industry.
international awards. These
TO DELIVERING three awards not only celebrate
Every year, SRP recognises
THE VERY BEST leadership and innovation in
top performing companies
for their performance in
the finance industry but also
SERVICE
structured products, and
highlight our dedication to
Standard Bank scooped first place in three
building innovative and client-focussed
categories:
solutions, while also seeking new distribution
• Best Performance South Africa
channels. We are committed to delivering
• Best House MEA (Middle East and Africa)
the very best service, breaking new ground
• Best Distributor MEA
for clients and helping them navigate tough
“The awards further cement Standard
market conditions.”
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MICHAEL TITLEY
Business Development,
Laurium Capital

T

here are two certainties in life…
death and taxes. The South
African government has given
you a pass on one of these (and it is, of
course, not death). History shows that
by proactively investing in a tax-free
savings account (TFSA) on 1 March
each year, instead of waiting for the
tax year end, one could be R181 000
(37%)* better off.
On 1 March 2015, the South African
government introduced a new savings
vehicle that aimed to incentivise saving
outside of the regular retirement savings
route. The TFSA allows investors to
maximise tax relief on their investments.
All proceeds from the investments in a
TFSA, including interest income, capital
gains and dividends, are exempt from
tax. In 2015, the annual contribution
limit was set at R30 000 while the
lifetime contribution was limited to
R500 000. This was then adjusted to
R33 000 per annum in March 2017,
with no change to the R500 000 lifetime
limit. At the current parameters, one
could maximise the contribution
rate for a period of just over 15 years
before reaching the lifetime limit. For
individuals proactive and fortunate
enough to have begun investing in 2015
in a TFSA, they could have contributed
R159 000 to 29 February 2020. To use an
example of a family of four, this equates
to R636 000 of after-tax contributions
from 2015 to the end of February 2020
that are compounding tax free.
When considering the various savings
avenues, some serious considerations
are returns, costs, tax and liquidity. A
TFSA investment option ticks all these
boxes and makes sense as a first port
of call for individuals trying to save for
their future;
• An individual can access a
wide variety of asset classes and

Don’t leave your tax-free
savings for just now

investment strategies via TFSA
unit trusts provided by the asset
management industry
• The gains, interest and dividends
generated by the investments are
not subject to tax
• An individual may withdraw from
the tax-free investment at any time,
up to any amount
• TFSA investments may not levy
performance fees and therefore any
outperformance by the investment
is retained (untaxed), excluding the
flat management fee.
There are some caveats to TFSAs;
however, these have been put in place
to try to encourage individuals to
stay invested and to invest as soon as
possible:
• There is no carry over of your
annual allowance into the
following year. By way of example,
if one did not make any TFSA
investment in the tax year ending
28 February 2019, they could not
carry the R33 000 allowance into
the 2020 tax year. You remain
limited to the R33 000 per annum
until reaching the lifetime limit of
R500 000.
• Any withdrawals made from a
TFSA cannot be replenished. If you
have contributed to your TFSA and
choose to withdraw R100 000, your
overall lifetime limit will then drop
from R500 000 to R400 000.
• Contributing in excess of the
annual R33 000 and lifetime limit
R500 000 will result in penalties.
TFSAs are not targeted at the top
earners in South Africa.
There are several incentives to use
a TFSA.
• For younger investors, a TFSA

INVESTING
ON 1 MARCH
EACH YEAR,
AS OPPOSED
TO INVESTING
BY 28
FEBRUARY, CAN
ACCELERATE
YOUR GROWTH
POTENTIAL BY
A YEAR
18
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Start date

Frequency

Contribution

Total

Value at 29
February 2020*

1 March 2005

Annual
lump sum

R33 000

R495 000

R 1 233 000

28 February 2006

Annual
lump sum

R33 000

R495 000

R 1 052 000

1 March 2005

Monthly

R2 750

R495 000

R 1 132 000

*Performance for the month of February 2020 is estimated at 1.0%.

allows one to invest tax effectively
in a liquid investment vehicle
towards a future event. This may
include buying a house, or affording
a wedding or saving for education.
• Unlike retirement savings, TFSAs are
not subject to Regulation 28, allowing
one to invest more aggressively
in equities or at higher offshore
exposures than the 30% offshore plus
10% in Africa permitted.
• Should one’s investment strategy or
objectives change, switches between
TFSA unit trusts may be made
without triggering a CGT event
(introduced on 1 March 2018).
There is no limit on the number of
tax-free accounts one can have.
• Down the line, in retirement,
drawing down on one’s TFSA can be
used to offset the withdrawals needed
from a living annuity. This will result
in an overall tax saving until such
time as the TFSA is depleted.
So, for those who have just topped
up their TFSAs at the end of February
2020, why delay to the end of
February 2021 for the next allocation?
Switching ones investing behaviour to
proactively investing on 1 March each
year, as opposed to by 28 February,
can accelerate your growth potential
by a year.
The chart above illustrates three
TFSA investment scenarios utilising
the 15-year performance history of the

South African FTSE JSE ALSI (TR)
equity index. It compares the scenario
of investing at the earliest possible date
each year (1 March) versus investing
at year end (28 February), and lastly
utilising a monthly debit order. Each
scenario has an equal total value invested
of R495 000, just at different timings.
*In the above example, simply by
investing early, one could have been
ahead by 37% or R181 000!
At Laurium, we offer all of our
long-only funds on a TFSA basis, at
a flat fee. This includes our recently
launched Africa Bond USD Prescient
Fund, which targets high yields in
USD at moderate volatility.
Please see our TFSA Laurium
Funds, which offer our skilled analysis
and boutique flexibility to yourselves
and your clients:
• Laurium Equity Prescient Fund
• Laurium Flexible Prescient Fund
• Laurium Income Prescient Fund
• Laurium Africa Bond USD
Prescient Fund
• Laurium Stable Prescient Fund
• Laurium Balanced Prescient Fund
Good return prospects with no
lock-ups, no tax, no performance
fees – invest today! These funds
can be accessed directly via www.
lauriumcapital.com. The 8th wonder of
the world, compounding, is on offer,
tax-free in one of our TFSA unit trusts.
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FRESH THINKING - ACTUAL INVESTORS
High frequency trading and high fees dominate investment
discussions, but what about the industry’s wider social
purpose? Stuart Dunbar, a partner at Baillie Gifford, makes
the case for actual investing.

W

hat is investment for? For
‘passive’ debate, which has contributed
Baillie Gifford the job is
so much to misguided conventional
about putting clients’ money wisdom about what active investing
into innovative, growing companies.
should be about. Most notable is
We think the best way to generate
the false premise that being active
strong returns for these clients is to
must involve frantic activity. Much
invest in entrepreneurial businesses
of that activity is based on abstract
that give customers
concepts such as
what they want or
regional allocations,
MOST NOTABLE
need and provide
sector positions, factor
IS THE FALSE
answers to society’s
weights and mean
wider problems.
reversion.
PREMISE THAT
That’s what actual
To actual investors,
BEING ACTIVE
investing is all about.
fixating on these factors
Although it’s
to gain advantage is
MUST INVOLVE
simple to describe,
FRANTIC ACTIVITY more about speculation
it’s hard to do. The
than it is about genuine
24-hour news cycle, the proliferation
wealth creation.
of market noise, seemingly infinite
It is partly a function of the IT
data and the short-term thinking of
revolution, which has bamboozled
the modern investment industry: all
industry players and commentators
combine to obstruct the clear line of
by adding extraordinary processing
sight and the rational judgement that
power, capacity and speed. Investment
actual investing demands.
pseudo-science ushered in by everSo too does the sterile ‘active’ versus faster communication and number

TOM WALKER
Co-Head: Global Real
Estate Securities,
Schroders

stocks have created most wealth over
long periods, we believe that the job
of actual investors is to seek out these
outliers. We do this by forging links
with those with more knowledge and
more expertise than we have. We
embrace uncertainty and are open to
the possibility of being wrong.
The best way for us to serve clients is
to stay focused on backing companies
for the long term, ignoring the shortterm noise of the market.
As with all investments, capital is
at risk.
The views expressed in this article are those of the
author and should not be considered as advice or
a recommendation to buy, sell or hold a particular
investment. They reflect personal opinion and should
not be taken as statements of fact nor should any
reliance be placed on them when making investment
decisions. Baillie Gifford Overseas Limited is
registered as a Foreign Financial Services Provider
with the Financial Sector Conduct Authority in
South Africa.

Stuart Dunbar,
Partner, Baillie Gifford

WHY GLOBAL CITIES ARE THE
ULTIMATE INVESTMENT SUPER-TREND

T

he global economic focus is shifting from
countries to cities. Cities are efficient and the
economic output that can be derived from cities
is much greater than from countries. Cities are being
transformed by urbanisation, driven by technological
innovations and the exchange of new ideas as industries
increasingly cluster together. And with 90% of the
global population predicted to be living in cities by the
end of the century, this is a long-term trend, providing a
huge growth opportunity for investors.
Urbanisation creates wealth
Three of the richest countries in the world are Qatar,
Luxembourg and Singapore. In each of these three
countries, more than 90% of the population live in
cities, according to figures for 2018 from the CIA World
Factbook.
Conversely, three of the poorest countries in the
world are the Central African Republic, Democratic
Republic of Congo and Burundi. In these countries, the
percentage of the populations living in urban areas are
41.4%, 44.5% and 13% respectively, according to figures
for 2018 from the CIA World Factbook. If you compare
the wealth of countries in Africa with their urbanisation
levels, it is very clear that higher levels of urbanisation
result in higher levels of economic growth.
There is a direct correlation between cities and the
creation of wealth. Urbanisation creates efficiencies,
which attracts businesses and people, because of the job
opportunities. This, in turn, attracts more businesses

20

crunching has helped create conditions
where competing for returns has
become more important than finding
the companies that will create value in
the future. The new ways of analysing
market movements that absorb much
of the investment industry’s attention
don’t tell us much about important
developments in the real world,
for example how plummeting gene
sequencing costs are combining with
big data to revolutionise the healthcare
industry. Instead, they have helped
promote a focus on cost, rather than
on value for money.
Such anomalies have fed the rise of
passive investment, which provides
low-cost market access and can
offer better performance after fees
than many active managers. But, by
definition, passive investing is not
about thoughtful allocation of capital
to innovative companies because it
involves buying all the companies in
the index indiscriminately.
Against this background,
Baillie Gifford aspires to challenge
conventional wisdom, to think
independently, to think creatively
and to think long term. Armed with
research showing that startlingly few
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because of the available talent. That talent helps the
businesses grow and innovate, which in turn attracts
more talent. This is the power of urbanisation.

and exchange ideas. Cities tend to play host to different
clusters of industries, for example; Los Angeles is a hub
for the entertainment industry.

The pace of urbanisation is accelerating
People have been moving to cities to seek better
work opportunities since the earliest days of the
Industrial Revolution. However, the pace of growth
is now accelerating. In 1950, only 30% of the global
population lived in cities, according to the UN. By
2035 that figure is
expected to have risen
INNOVATION
to 63%. Cities are the
IS NOW ONE
most efficient way for
humans to live and
OF THE KEY
this efficiency creates
DETERMINANTS wealth. As an investor
in global cities, I
OF A CITY’S
seek to determine
SUCCESS
where innovation
is occurring because this leads to the creation of
new jobs, which attracts more people and further
investment into the city.

Some cities are succeeding, but others
are failing
Innovation is now one of the key determinants of a
city’s success. The number of patents filed by cities acts
as an effective barometer, with successful cities (such
as San Francisco and San Jose) filing a significantly
higher number than failing cities (such as Detroit).
Innovation creates jobs and attracts talent and further
investment into a city.
The potential for long-term growth that can be
achieved by investing in cities is huge and this is a
long-term trend. The returns that can be achieved by
investing in a city that is thriving – as opposed to one
that is not – is going to last for many decades to come.

The benefits of clustering
One of the main advantages of a city is the ability for
different businesses to be located near each other. This
is known as ‘clustering’ and is an essential component
in the success of many businesses today, boosting
efficiency and allowing companies to work together

Universities are vital to a city’s success
A world-class university provides the lifeblood to a
global city in terms of innovation and talent. The top 20
global universities are all located in successful cities and
key global innovation hubs such as New York, Boston,
London, Beijing and Singapore. An asset held in one of
these cities is more likely to maintain its value than in
another city without a world-class university.
Tom Walker co-manages the Schroder ISF Global Cities Real Estate
Fund along with Hugo Machin. The fund is approved for distribution in
South Africa and is available on a number of investment platforms.

Actual
investors
think in
decades.
Not quarters.

SEARCH FOR ACTUAL INVESTORS
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CHARACTERISTICS OF A QUALITY
DIVIDEND-PAYING COMPANY

ROBIN HARTSLIEF
Investment
Professional,
Marriott

G

1

lobally, concerns around low
Fulfil a basic need
growth, low interest rates,
Fundamental to predictable
a potential recession and
dividend growth is a product offering
intensifying geopolitics have increased that forms part of our day-to-day
market volatility and dampened
lives. From pet food to nappies, these
investment returns. This has made
companies offer goods and services
investors increasingly anxious about
that form an integral part of our
the long-term outlook of their
daily lives. Due to the nature of their
investments.
products, future dividend prospects
Marriott feels this need not
are largely unaffected by changing
be the case if one is invested in
economic conditions, technologies and
quality companies – ones that offer
trends that are difficult to predict.
compelling, reliable long-term returns
Strong brands
and are generally resilient to market
Why choose one product over
cycles. In particular, large, wellanother? More often than not it
established, blue-chip multinational
comes down to trust. Accordingly,
dividend-paying companies such as
Marriott only invests in companies
Unilever, Nestlé and Coca-Cola.
with strong brands. Coca-Cola, for
In the long run, when investing in
example, controls approximately 50%
these types of companies, the biggest
of the carbonated soft drink market,
driver of capital growth is dividend
and Diageo is
growth. Thus,
dominant when it
more predictable
comes to the spirits
dividend growth
WHEN INVESTING
market. Customer
means more
IN THESE TYPES OF
loyalty created by
predictable
strong brands keeps
capital growth.
COMPANIES, THE
To demonstrate
BIGGEST DRIVER OF competitors at bay,
ensuring reliable
this, the chart
CAPITAL GROWTH IS dividends. With a
below highlights
global footprint,
Nestlé’s impressive
DIVIDEND GROWTH
these companies
dividend track
are best able to capitalise on longrecord through numerous market
term trends such as consumerism,
cycles and how dividend growth has
ageing demographics and the fourth
ultimately driven capital appreciation.
industrial revolution.
In our opinion, quality companies
such as these exhibit a number
Pricing power
of characteristics that allow them
These companies are market
to produce reliable and growing
dividends over time with a high degree leaders in their industries and have
the best quality, strongest branded
of certainty. They also enable them to
withstand the ups and downs of global products that are integral to the lives
of their customers. This gives them
politics and changing economics.
strong pricing power – the ability
We’ve expanded on five of these
to increase prices without losing
characteristics that ensure predictable
customers.
dividend growth:

2

3
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4

Growing markets
Growing markets are
very important for dividend
growth. Consequently, many of
Marriott’s international equities
have meaningful exposure to
emerging economies.
Driven by economic growth in
emerging markets, approximately
one quarter of a million people join
the middle class every day (Source:
Boston Consulting Group). This
is very positive for the dividend
and capital growth prospects of
consumer-facing multinationals
with meaningful footprints in the
developing world.

5

Diversification
The future prospects of welldiversified companies are not tied
to the fortunes of one particular
economy or dependent on the success
of one particular product, making
dividend growth more reliable.
Johnson & Johnson, for example,

sells healthcare products in virtually
every country in the world, ranging
from plasters to medical devices and
prescription medication.
Unfortunately, nothing will stop
short-term market volatility, caused
by geopolitics and alike, from causing
short-term share price volatility. In
the long term, however, investing
in companies which: 1) fulfil a
basic need, 2) have strong brands,
3) enjoy pricing power, 4) sell their
product in growing markets, and 5)
are well diversified, are more likely
to produce predictable dividend and
capital growth.

International
Investment Portfolio
Providing access to the world’s best companies.

Stay the course for more predictable
investment outcomes.
Contact our Client Relationship
Team on 0800 336 555 or visit
www.marriott.co.za
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ERIK OLWAGEN
Head of Sales and Distribution,
International Personal Banking,
Standard Bank

T

he relaxing of exchange controls
that have allowed South African
residents to easily move money
offshore has been a boon for the
financial services sector. Advisers
and wealth planners have rightly
been quick to seize the opportunity
to give their clients’ portfolios a more
international flavour.

UNDERPINNING OUR
INTERNATIONAL
STRATEGY IS THE
ABILITY TO PROVIDE
A HOLISTIC SERVICE
This is a theme that is enjoying
renewed interest as savvy South
Africans look to diversify their assets
to reduce their domestic exposure.
This is prudent decision, which is
made all the simpler when working
with the right partner able to deliver a
comprehensive international solution.

BANK ON THE FUTURE BY
LOOKING INTERNATIONALLY

In that regard, few would be able
to match Standard Bank’s physical
footprint across Africa and proud
history of serving international clients
from well-regulated financial centres.
Our operations in Mauritius, Jersey
and Isle of Man serve individual,
family and trustee clients, as well as
the international operations of our
corporate clients.
Strong international
relationships
We have a long and proud history
that is centred on upholding the
highest standards and ethics. We
leverage this reputation to build lasting
relationships with clients and the
adviser community.
We distribute our range of banking
products directly to clients, as well
as through a global network of
independent financial advisers. We
value these relationships and have
a team and resources dedicated to
ensuring that you receive only the best

support to satisfy your clients.
Similarly, we cater to the corporate
and trust market through a team of
dedicated relationship managers. We
are able to offer expert advice and
services to ensure that clients entering
international markets have all the
support and protection they need.
All the banking you need
Underpinning our international
strategy is the ability to provide a
holistic service. Your clients will have
the assurance that their money is
secure, and that they will be able to
transact anywhere around the globe.
This is made all the simpler using
digital platforms such as online
banking and the mobile banking
app. We employ the latest, secure
technology to allow your clients
to make payments, transfers, open
accounts and interact with relationship
managers from anywhere they have an
internet connection.
Our international solutions cover

the full suite of services a client would
need. Transactional banking accounts
provide the pathway to accessing
international savings products, loans
and a complete range of investments.
International lifestyles
The ability to expand one’s horizons
to travel, study or work abroad is now
within the grasp of a growing number
of families. The thought of saving in
hard currencies like US dollars or
British pounds for a child’s education,
because that is where they intend
studying, is now a far bigger reality
than it was 20 years ago.
Our comprehensive solutions are
focused on making this journey
smoother and simpler for clients
striking out onto the global stage.
You can offer this convenience to
your customers. Speak to a Standard
Bank representative today to find out
more about our complete services
offshoresa@standardbank.com, or visit
http://international.standardbank.com

OFFSHORE TODAY,
ON TARGET TOMORROW.
Explore our range of international banking, investing and
lending solutions, and let your wealth go as far as you do.
Visit standardbank.com/international for more.

Wealth
These products and services are provided by Standard Bank Offshore Limited’s subsidiaries in Jersey and the Isle of Man.
Standard Bank Jersey Limited is regulated by the Jersey Financial Services Commission. Standard Bank House, 47-49 La Motte Street, St Helier, Jersey, JE2 4SZ. Registered in Jersey No 12999.
Standard Bank Isle of Man Limited is licensed by the Isle of Man Financial Services Authority. Standard Bank House, One Circular Road, Douglas, Isle of Man, IM1 1SB. Registered in the Isle of Man No.4713C.
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GO GLOBAL WITH ONE
SIMPLE INVESTMENT

y now, you and your clients know the story well.
Invest offshore, because South Africa represents
less than 1% of the world’s economy.
Now that we know the why, let’s examine the what,
where and how.
What?
It’s quite simple. Warren Buffett suggested that by
investing in low-cost index tracking funds, the ‘knownothing’ investors mostly outperform the ‘knoweverything’ fund managers. A mere R100 invested
ten years ago in the general equity sector would have
provided the following total returns:
EQUITY GENERAL
Sector

Monetary Return

MSCI World Equity Index*

R 520

SA Mt Global Equity General**

R 390

Where?
It stands to reason that one should not only invest in
global equities, but diversify across many countries,
regions and additional asset classes, such as real estate
and fixed income, to achieve a balanced exposure to
world markets.
Using the same argument as above, one can conclude
that investors would have been far better off had they
invested in index tracking funds that track other asset
classes such as real estate and fixed income.

REAL ESTATE
Sector

Monetary Return

MSCI World/Real Estate Index *

R 139

SA Mt Global Real Estate General **

R 125

FIXED INCOME/INTEREST BEARING
Sector

Monetary Return

FTSE World Interest Bearing Index *

R 283

SA Mt Global Interest Bearing **

R 221

single investment. Alternatively, you may choose
to invest hard currency in Itransact’s diverse range
of capital-protected growth products issued by
international banks rated AAA and above.
Conclusion
Low-cost multi-asset index tracking portfolios may
also be linked to most investment products such as
regular savings, RAs, preservation funds and living
annuities – all available at Itransact.

How?
* MSCI and FTSE are indices used to measure the performance of a sector. Itransact offers
unit trust funds that track these indices for your convenience ** Measure of the average
The easiest way to go global is to invest once-off or
performance of all SA unit trust managers within a sector. All examples in ZAR. Data
monthly in Itransact’s range of low-cost index tracking provided by Profile Data, Fund Analytics, Index Solutions, February 2020
portfolios, comprising
MULTI-ASSET INDEX TRACKER FUND PORTFOLIO RETURNS (AS AT 31 DECEMBER 2019)
the most efficient
blend of international
2 Year
3 Year
4 Year
5 Year
6 Year
7 Year
8 Year
Discretionary Portfolios 1 Year
Exchange Traded
7,79
6,32
6,45
6,09
6,04
–
–
–
Conservative
Funds (ETFs) that
11,62
5,88
5,81
5,59
5,93
6,52
5,78
7,01
Cautious
track equity, real
15,04
6,62
7,20
6,75
7,39
8,15
7,81
9,02
Moderate
estate and fixed15,87
3,86
7,27
5,37
7,34
7,10
7,83
9,03
Growth
income asset classes.
25,71
13,96
13,56
11,50
11,52
11,58
–
–
International
Owning such a
2 Year
3 Year
4 Year
5 Year
6 Year
7 Year
Regulation 28 Portfolios 1 Year
8 Year
portfolio exposes
10,18
4,49
4,16
4,64
6,32
–
–
–
Conservative
your rand to the
9,77
3,49
4,16
4,64
5,64
6,11
–
–
performance of over
Cautious
11,29
2,54
4,37
4,10
5,84
6,82
–
–
2 500 of the world’s
Moderate
11,63
1,41
5,29
4,91
6,24
7,15
–
–
best-performing
Growth
companies with one
Performance is annualised and net of the underlying index-tracker fund fees, portfolio manager’s total fees and expenses, trading costs and VAT.

FREE

YOUR INVESTMENTS
FROM HIGH COSTS

OWN THE WORLD WITH ONE SIMPLE INVESTMENT

0861 432 383
www.itransact.co.za
Itransact is an authorised Financial Services Provider
WWW.MONEYMARKETING.CO.ZA

25

OFFSHORE SUPPLEMENT

31 March 2020

MARTIENS BARNARD
Marketing Actuary,
Momentum Investments

THE REAL
REASON
TO INVEST
OFFSHORE

H

istorically, people have been fixated on
returns. The aim for many investors
when investing offshore was really to try
to outperform local markets. When making the
comparison, the returns from offshore markets,
when measured in rand, were in many cases
dwarfed by the movement of the rand, resulting in
significant out- or underperformance.
In addition, when chasing returns, human nature
leads us into a behavioural trap. We tend to focus
on past performance to give us comfort when
making the decision to invest. The result is that
many investors miss the cycle of rand appreciation
and depreciation, leading them to buy when the
offshore assets are expensive in rand terms and
selling them when they are cheap.
The by-product of all of this is that many
financial advisers tend to shy away from offshore
investing, as the juice is not worth the squeeze.
The potential deviations in returns seem to be just
too risky.
But what if a client invests offshore for a different
reason than simply trying to outperform, but rather
to solve particular investment needs? When doing
this, the interpretation of risk changes, which in

NHLANHLA TENZA
Junior Portfolio Manager,
Ashburton Investments

L

ast year was particularly volatile for
South Africa because of national
elections, sharply increasing
parastatals debt, load-shedding, low
economic growth concerns and the
ever-looming risk of a downgrade by
Moody’s, the last of the rating agencies
that has not ‘junked’ the country.
Globally, we have been faced with the
trade war between two of the largest
economies in the world, China and
the United States. Brexit also brought
challenges that continue to have a ripple
effect on European markets and may
do so for some time. These tensions
have heavily impacted emerging
markets and weighed significantly on
the performance of the South African
economy and South African asset prices.
For most investors, volatility due to
tumultuous times increases the need to

26

some cases can make investing offshore less risky
than a local investment.
Risk interpretation example
If a client wants to provide for a child’s tertiary
education with a non-international rand-based
investment, the risk can fully or partially be
described as the client not being able to pay the fees
when they are due because of sluggish performance
of investment markets at the time.
But what if a client wants to send a child to
Harvard? Movements in the rand can potentially
dwarf the effect of sluggish performance or
even decent performance of a non-international
investment relative to the currency that their goal
is denominated in. That is because the increase in
rand terms of the dollar-based fee may be more
than the growth made in rand terms. Here, a dollarbased investment could be a better solution.
To improve the likelihood of getting an optimal
risk-adjusted return, financial advisers can help
clients invest in a manner that is most suited to the
client’s need and goal.
A financial adviser can also help a client to
reduce tax payable on the investment by using

the most suitable investment product or wrapper.
When investing on certain international routes,
structuring the investment correctly can further
help to eliminate other taxes, such as situs tax.
Financial advisers can help clients choose the
most suitable route to take when investing offshore.
• Route 1: Invest South African rand through
a local investment platform into rand-based
international funds.
• Route 2: Invest South African rand through a
local investment platform into international
funds in foreign currency.
• Route 3: Invest foreign currency though an
international platform into international funds in
foreign currency.
The first two routes address the most basic needs
a client can have for wanting offshore exposure, such
as getting proper diversification by exposing their
investments to other economic cycles, asset classes
and industries that may not be available in South
Africa. Where a client requires the proceeds of the
investment to be paid in foreign currency and wants
to have access to the money from anywhere in the
world, the third journey might be worth considering.

ASHBURTON GLOBAL 1200 EQUITY
EXCHANGE TRADED FUND – A STAR
PERFORMER IN 2019

find alternative investment options to
1200 Equity ETF, which tracks
guard against the risk of deteriorating
the S&P Global 1200 Index, with
performance returns. A good option
over 1 200 constituents, the top 10
for local investors is to diversify into the constituents only make up about 13%
offshore equity market. In a troubled
of the index. The fund captures 70%
economy like South Africa, one should
of the world market capitalisation,
consider large global equity Exchange
covering seven distinct regions and
Traded Funds (ETFs)
30 countries, and
as they can be accessed
comprising seven
A GOOD OPTION
easily, are cost effective,
headline indices,
FOR LOCAL
and offer geographic
many of which are
diversification,
INVESTORS IS TO accepted leaders in
protection against local
their regions. However,
DIVERSIFY INTO with a large allocation
political and economic
risk, as well as
to the S&P 500, which
THE OFFSHORE
currency depreciation.
EQUITY MARKET ended the year 2019
South African
with over 30% up on
large cap indices have high levels of
a total return basis, investors in the
concentrated exposure to limited
Ashburton Global 1200 Equity ETF
counters, whereas in a global equity
have been able to participate in the US
fund such as the Ashburton Global
bull market and specifically benefit
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from the stellar performance of the top
international technology stocks such
as Apple, Amazon and Microsoft. This
ETF also has an allocation to emerging
markets, which provides further
diversification within the basket. Thus,
the Ashburton Global 1200 Equity
ETF affords investors a way to gain
exposure to growth across different
markets, as well as different assets.
The Ashburton Global 1200 ETF
was among the top-performing
JSE-listed ETFs for 2019, with a
year-to-date return of 24.10% for
the year. When looking for portfolio
diversification via global exposure,
it makes sense for South African
investors to look at the Ashburton
Global 1200 Equity ETF, where one
can obtain low-cost access to global
markets in one simple transaction.

BRAVE/5737/MMI/E

No matter who’s who
in the US zoo in 2020,
with us your clients’ investments
have the unstoppable force
of momentum.

In 2020, the Republican elephants take on the Democratic
donkeys in the US elections. Whoever prevails, with our
approach to investing, you can help your clients
stay invested and focused on their goals.
Momentum Investments is part of Momentum Metropolitan Life Limited,
an authorised financial services (FSP6406) and registered credit (NCRCP173) provider.
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TIME TO GET YOUR
PORTFOLIO IN SHAPE:
RETHINKING OLD HABITS

O

ver the last few decades, index
asset class such as European equities
strategies and exchanged
– deliver additional exposures, for
traded funds (ETFs) have
example to certain style factors
had a profound impact on the
such as value. These ‘secondary,’
way investment institutions build
unintended effects might contradict
portfolios. The proliferation of costwhat the investor is trying to achieve
effective products means clients now
through other products and cancel out
demand more for their money. This
choices voluntarily made elsewhere
has placed increased scrutiny on the
in the portfolio. In this respect,
products that investors have long used
the absence of a feedback loop
to meet client objectives.
between the portfolio’s design and its
An increase in the variety of index
implementation phase is a real issue.
products available has provided new
BlackRock believes that moving
ways for investors to build portfolios
beyond siloed portfolio construction
as these products offer the breadth
practices begins with a rethink of the
and granularity of exposures needed
drivers of portfolio returns. Academic
to reach most asset classes and factors.
literature published since the 1980s has
Across asset classes, ETFs deliver
shown that a significant component
precise access to specific countries,
of portfolio returns, often above
market capitalisation segments
90%, is linked to choices made about
and sectors. At the same time, new
long-term market exposures and
technology has also given investors
strategic tilts at the core of investors’
greater ability to analyse and compare
portfolios. In equities, strategic market
products, improved clarity on the type
and style factor tilts can account for
of returns delivered by managers, and
a predominant portion of the returns
more precise insights on the most costgenerated by many equity managers.
effective route to access them.
This means that simple low-cost and
This means that, ultimately, the
transparent portfolios of market cap
global investment industry’s shift to
index or factor funds often outperforms
indexing will be about more than what
them. Recent innovations mean that it
goes into portfolios. It will also change
is now possible to identify and harness
how portfolios are constructed.
key drivers of return with much greater
In the past, portfolio builders put
precision and efficiency.
significant emphasis and resources
New technologies, paired with
into selecting
an ever-expanding
investment
choice of index
MOVING BEYOND
products. For
strategies, can help to
SILOED PORTFOLIO translate theoretical
example, they
CONSTRUCTION
would harness
awareness into
market insights
PRACTICES BEGINS real-life portfolio
to recommend
construction
WITH A RETHINK
which asset
practices. Technology
classes, regions or
OF THE DRIVERS OF powers an integrated
industries to target.
PORTFOLIO RETURNS approach to portfolio
They would then
design and product
treat the universe of funds available to
selection. It allows for a clearer picture
investors like a menu of options from
of how portfolio components are
which to create a portfolio that mimic
contributing to overall returns, what
their ideal target asset allocation.
they are holding and to help minimise
This siloed approach has some
unintended outcomes.
shortcomings. Firstly, it prevents
On an on-going basis, this makes the
investors from assessing whether their
process of implementing theoretical
overall selection of active investment
asset allocation into real portfolios more
managers is, in aggregate, delivering
precise and in a way that effectively
performance worth paying for or
targets their desired outcomes, risk
whether it is simply giving exposure
tolerance and other preferences.
to markets and factors which could be
Technology also allows investors to
systematically captured more cheaply
attribute active managers’ performance
via other instruments.
to market exposure and strategic
factors, compared with market, factor
The second shortcoming relates
timing and security selection and to
to potential unintended differences
identify which macroeconomic and
between the target portfolio and the
style factor tilts each manager brings to
real, implemented portfolio. Investors
the portfolio.
are becoming increasingly aware
Critically, viewing the world through
that products chosen for a specific
a whole portfolio lens puts to rest the
purpose – for example to access an
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false dichotomy between ‘active’ and
‘passive’ investing. Within an integrated
portfolio framework, investors need to
place greater emphasis on the strategic
tilts and long-term market exposures
that make up the core of their portfolio
and drive most of its performance. For
this, we believe they should embrace
ETFs and indexing as the most efficient
tools of choice to express views and
strategically tilt between asset classes
and factors.
The result: a more efficient portfolio
with increased indexing exposure,
combined with true alpha-seeking and
alternative managers, may result in
better returns to end investors.
Gary P. Brinson, L. Randolph Hood, and Gilbert
L. Beebower [1995]. Determinant of Portfolio
Performance.

1

Risk warnings
Past performance is not a reliable indicator of
current or future results and should not be the sole
factor of consideration when selecting a product or
strategy.
Changes in the rates of exchange between currencies
may cause the value of investments to diminish or
increase. Fluctuation may be particularly marked in
the case of a higher volatility fund and the value of
an investment may fall suddenly and substantially.
Levels and basis of taxation may change from time
to time.
Important information
This material is for distribution to Professional
Clients (as defined by the Financial Conduct
Authority or MiFID Rules) only and should not be
relied upon by any other persons
Issued by BlackRock Investment Management
(UK) Limited, authorised and regulated by the
Financial Conduct Authority. Registered office: 12
Throgmorton Avenue, London, EC2N 2DL. Tel:
+ 44 (0)20 7743 3000. Registered in England and
Wales No. 2020394. For your protection telephone
calls are usually recorded. BlackRock is a trading
name of BlackRock Investment Management (UK)
Limited. Please refer to the Financial Conduct
Authority website for a list of authorised activities
conducted by BlackRock.
Please be advised that BlackRock Investment
Management (UK) Limited is an authorised
Financial Services provider with the South African
Financial Services Board, FSP No. 43288.
Any research in this material has been procured
and may have been acted on by BlackRock for
its own purpose. The results of such research are
being made available only incidentally. The views
expressed do not constitute investment or any
other advice and are subject to change. They do
not necessarily reflect the views of any company in
the BlackRock Group or any part thereof and no
assurances are made as to their accuracy.
This material is for information purposes only and
does not constitute an offer or invitation to anyone
to invest in any BlackRock funds and has not been
prepared in connection with any such offer.
© 2020 BlackRock, Inc. All Rights reserved.
BLACKROCK, BLACKROCK SOLUTIONS,
iSHARES, BUILD ON BLACKROCK and SO
WHAT DO I DO WITH MY MONEY are registered
and unregistered trademarks of BlackRock, Inc. or its
subsidiaries in the United States and elsewhere. All
other trademarks are those of their respective owners.

CORONAVIRUS DENTS
OPTIMISM

T

he coronavirus epidemic creates
new risks to the prospects of an
incipient stabilisation of global
growth this year, resulting from a truce
in the US-China trade war and emerging
signs of a pickup in the industrial sector.
Moody’s Investors Service has revised
its global growth forecasts down by
two tenths of a percentage point, now
expecting G-20 economies to collectively
grow at an annual rate of 2.4% in 2020.
The rating agency has also revised
downward the GDP growth forecasts
for China to 5.2% in 2020, and
maintains the expectation of 5.7%
growth in 2021. “The outbreak will first
and foremost hurt China’s economy
by lowering discretionary consumer
spending on transportation, retail,
tourism and entertainment,” says
Moody’s Vice President Madhavi Bokil.
“There is already evidence, albeit
anecdotal, that supply chains are being
disrupted, including outside China.
Furthermore, extended lockdowns
in China would have a global impact
given the country’s importance and
interconnectedness in the global
economy,” she adds.
“With the virus continuing to spread
within China and to other parts of
the world, it is still too early to make
a final assessment of the impact on
China and the global economy.”
The toll on the global economy
would be severe if the rate of
infections does not abate and the
death toll continues to rise. If the
outbreak persists, the domestic and
international supply chain disruptions
are likely to become significant,
amplifying the shock to the global
economy. Global companies operating
in the affected areas would face output
losses as a result of the extended
closures of businesses and factories.
Companies that operate outside
China but depend on inputs from the
affected area would face temporary
production delays. In addition, the
negative spill-over would also affect
countries, sectors and companies that
either derive revenue from or produce
in China, or rely on Chinese demand.
Apart from China, Moody’s has also
reduced the growth forecasts of Korea,
Japan and Australia on account of the
coronavirus outbreak.

Madhavi
Bokil, Vice
President,
Moody’s
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C

lients often ask us what the
catalysts for outperformance
will be. Sometimes this refers
to outperformance of our funds, and
other times to the South African
economy as a whole.
The dictionary definition for a
catalyst is ‘something that precipitates
or induces an event or change’. What
investors are looking for are external
signals that may precipitate or induce
a desired outcome (e.g. stock market
outperformance). This prompts them
to take action – often to increase or
decrease exposure to different assets.
Because the catalyst, event or news
flow confirms their view, investors
perceive their risk to be lower.

Stock picking still safer
than looking for catalysts

2010. Arguably, this would have been
a strong positive catalyst for investors
to re-enter markets in the first or
second quarter of 2010 after one of
the worst global recessions since the
Great Depression in 1929. This was
not the case. The returns from the JSE
bottomed in March 2009 (before the
initial negative GDP growth number
was released) and was up 63% by the
time we saw the first positive GDP
number in March 2010.
Added to this, it is important to note
that our economy showed significant
negative GDP growth in the second,
third and fourth quarters of 2009,
during which time the JSE was up
by 23%, 40% and 56% respectively.
Investors who waited for positive GDP
figures as a catalyst missed out on
significant gains.

GDP growth is not a reliable
catalyst
Many investors view GDP growth
as an important catalyst, but the
There is rarely a catalyst that
correlation between the economy
predicts the bursting of an
and the stock market is not nearly
inflated share price bubble
as strong or as predictable as one
Often the price of a security
might think. In
moves ahead of its
fact, if we assess
fundamentals, which
THE CORRELATION creates a dangerous
the success rate of
BETWEEN THE
using economic
situation for the
growth as a catalyst
ECONOMY AND THE buyers of the security.
for returns, we see
This situation can
STOCK MARKET
that investors can
persist for a long time,
materially reduce
and the disconnect
IS NOT NEARLY
their returns if
between stock price
AS STRONG OR AS
they wait for a
(opinion-driven)
PREDICTABLE AS
turnaround in the
and fundamentals
economic data.
(fact-driven) could
ONE MIGHT THINK
To illustrate this,
increase unjustifiably,
think back to the recession we suffered and for longer than anticipated, as
in SA following the Great Financial
the euphoria around a company feeds
Crisis in 2008, with four consecutive
itself.
quarters of negative annualised real
This situation lasts until it doesn’t…
GDP growth. The first positive change and there is rarely a clear catalyst to
in GDP (post-recession) was in March indicate when the proverbial ‘music

will stop’. However, when it does stop,
the experience tends to be very painful
for the affected investors.
Globally, during the late 1990s, IT
and telecom company prices were
being bid up in the expectation that
the internet and communication
would change the world. Arguably,
this expectation was right – the
internet did change the world. But
the implied expectations inherent in
the high stock prices at the time were
excessive.
This frenzy of buying and overconfidence in the late nineties wasn’t
confined to the technology sector.
Other companies also received much
love from investors who disregarded
the share price they paid. Coca-Cola is
a good example.
The share price for Coca-Cola
climbed from $13 to $44 in three
years up to July 1998. Then in 2000, it
suddenly crashed more than 50%
back to $22/share without warning or
any identifiable catalyst. The ‘bubble’
was bursting for many quality and

high-growth companies with excessive
valuations. Coca-Cola’s price-earnings
(P/E) ratio continued to de-rate
from 1998 until 2009, with the ratio
dropping from 54 times (1998) to 12
times (2009).
Coca-Cola is by many measures a
fantastic company, and has been a very
good investment over long periods
of time. Nevertheless, as is always the
case, the price an investor pays for
a stock plays a crucial role in their
future returns. Investors who bought
Coca-Cola in 1998 learned this the
hard way as they had to wait 16 years
to recover their initial investment.
Some companies and sectors today
exhibit similar traits to those we saw
in previous periods, where valuation
was disregarded for a few very popular
growth companies. We believe that it’s
important for investors to understand
the inherent risk in this approach, and
that they would be better off looking
to find good-quality businesses at
attractive valuations in less crowded
areas of the market.

Nedbank Private Wealth top
provider of philanthropic advice

N

edbank Private Wealth has again taken
the top spots in the Euromoney Private
Banking and Wealth Management Survey.
This year is the fifth time the financial services
provider is named in this survey. Nedbank Private
Wealth was selected as top private bank and
wealth manager in South Africa for philanthropic
advice and environmental, social and governance
investing (ESG) or social impact investing.
The Euromoney survey is the industry’s
leading barometer of the world’s best wealth

management and private banking services. The
awards are based on peer nominations and
reviews from experts at competing private banks
and wealth managers. Noxolo Hlongwane, Head
of Philanthropy at Nedbank Private Wealth,
says, “We are honoured to receive this level of
recognition from our peers. The fact that they
have consistently considered us leaders in this
space reinforces the distinction of receiving this
award and demonstrates the consistency in quality
of our advice and holistic offering.”

Nedbank Private Wealth’s Philanthropy Office
is committed to strengthening South Africa’s
philanthropic sector and currently has no
less than R7bn in assets under administration
for donors and non-profit organisations.
“We remain committed to strengthening
and growing the philanthropic sector and to
leveraging our vast insights and knowledge
of the sector to enable our clients to give
in a sustainable and impactful way,” adds
Hlongwane.
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Coronavirus and
the employee
benefits covered

O

n 11 February 2020, the World Health Organisation officially named
the disease caused by the new Coronavirus strain ‘Coronavirus
Disease 2019’ or ‘COVID-19’. Under the International Health
Regulations, the WHO has declared COVID-19 a public health emergency of
international concern.
Although there has been no confirmed case of Coronavirus reported in
South Africa, as one of the continental leaders in business, South African
employers need to understand the risk that the virus poses to employees
and the impact thereof on their employee benefits, in particular their group
insurance benefits. The majority of group insurance policies would not have
exclusions for viral infections and illnesses, as exclusions mostly focus on
scenarios like active participation in riots, terrorism or wars.
For example, in an instance whereby an employee contracts Coronavirus,
due processes in terms of employee benefits would follow. The employee
would most likely take sick leave and then utilise their medical scheme
should they be hospitalised. In the unfortunate event that the Coronavirus
leads to death, members’ death benefit will be payable from their employee
benefits arrangement.
This does not mean Coronavirus would never be excluded in the future.
Insurers and reinsurers monitor these events on a continuous basis in order
to actively manage risks that in an extreme scenario could be detrimental
to both policyholders and the sustainability of
the broader insurance industry. Any changes
SOUTH AFRICAN to policy terms and conditions will be widely
communicated.
EMPLOYERS
But what about disability? If the virus is treated
NEED TO
early on, recovery should be fairly quick and
UNDERSTAND
within most schemes’ waiting period of disability
THE RISK THAT benefits. Based on the incidences in China, it
seems that people can recover quickly from the
CORONAVIRUS virus if they receive treatment on time. For this
reason, disability claims due to the virus are
POSES TO
expected to be minimal.
EMPLOYEES
As travel is part of many occupations, regular
business trips are often an unavoidable necessity for many employees. Group
insurance does not provide travel insurance; however, the group insurance
benefits are generally extended when people travel abroad.
However, insurers will typically limit cover. For example, employees will
only be covered for the first twelve months of travelling outside of Southern
Africa. If employees will be working abroad for longer than 12 months or
travelling to high-risk areas (as set out in the policy), authorisation is needed
from the insurer. This can be arranged through the employer’s Human
Resources department. If an employer is unsure, they should contact their
broker or insurer directly.
Before going on a business trip, employees should double check the following:
• Do they have traditional travel insurance in place to cover medical costs and
understand any exclusions?
• Confirm the benefits offered through their employer’s group insurance
scheme and that these benefits are valid for the time of travel
• Ensure that line managers are aware of travel plans and have emergency
contact details
• Check if there are any add-on or repatriation benefits included in the group
insurance scheme (many group insurance benefits include repatriation of
mortal remains should someone pass away while abroad).
Although employer-provided group insurance benefits may be standard,
members are often not aware of the details of their benefits. Financial advisers
should partner with the employer and the insurer to make sure that members
fully understand their benefits.
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Helping clients choose
the right group risk
cover for their business

W

hen it comes to employee
benefits, studies show that
employees want customised
benefit options based on their personal
information, and believe their employer
is responsible for employees’ health and
financial wellbeing. In spite of these
expectations, modern employees are
unlikely to stay with the same employers
for very long, because technology
continues to create new opportunities. It
is within this context that it’s important
for you, the adviser, to provide your
clients with group risk cover that truly
matches both the employer and the
employees’ needs.
Why do you need to offer
group risk cover to business
owners?
Employers buy group risk cover for the
people in the company to cover their
future pay cheques in case something
happens where they can’t work before
they retire.
But this, unfortunately, is not the case
with traditional group risk products,
which typically offer blunt amounts
of cover that is equal to, for example,
three years of pay cheques for everyone
in the company – irrespective of
how many pay cheques they have left
before retirement. As a result, younger
people in the company have less cover
compared to what they need, relative to
their older colleagues who have fewer
pay cheques left.
Traditional group risk products
also offer very little flexibility, leaving
employees with little or no option to buy
more cover above what their employer
has secured. They also don’t offer a
choice between lump-sum or recurring
pay-outs when members claim, or
always secure the ability to take their
cover with them, should they decide to
leave the company.
So how will you know you’ve
selected the right cover for
your client?
As a financial adviser, you need to
look out for a product that offers
claims certainty. It’s vital to obtain
a clear picture of how claims are
assessed and which clinical conditions
the group risk cover actually covers.
Older products in the market rely on
objective occupational criteria that may
require ongoing reassessments in the

case of permanent claims. There are
new players in the market that provide
transparent lists of clinical claims
conditions, making it clear whether
employees qualify for a pay-out. And
exactly how permanent does the insurer
view a claim for a permanent condition?
For example, if an employee is to be
diagnosed with Stage 4 cancer, will
he or she receive a 100% pay-out on
diagnosis, without the need for ongoing
reassessment? A needs-matched
product offering would never require
the reassessment of permanent expense
needs claims.
Efficiency and affordability of cover is
also key. Needs-matched group risk cover
works out how many pay cheques each
employee needs to cover, and then gives
every person in the company the same
level of cover in proportion to the amount
of pay cheques left until retirement. By
following this approach, the employees’
cover will provide more people in the
company with much more cover. There
already are forward-thinking group
risk cover providers in the market that
manage to offer up to 40% more cover by
following this approach.
Thirdly, it’s important to advise
your clients that there are group risk
products in the market that allow
employees to buy more cover over and
above what the employer has secured.
There are innovative products on the
market that offer up to double the cover
free of underwriting, which enables
your employees to benefit from the
insurability you’re providing them,
and to close gaps in their insurance.
And – in the spirit of the modern
world of work with a more mobile
workforce – these innovative products
enable employees to take the cover
with them when they decide to leave
your company.
It’s also important to highlight to
your client that their employees will be
able to choose between a lump sum and
recurring pay-outs when they claim.
Traditional group risk policies tend to
expect employers to make one choice
between lump sum or recurring payouts on behalf of all their employees
when they take out the cover. Forwardthinking cover providers have turned
this approach on its head, offering
employees the option to choose between
recurring or lump sum pay-outs when
they claim.
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T

he knowledge gap is real. There
is often a disconnect between
the insurance policy a customer
may think they have versus the cover
they actually do have, which invariably
leads to dissatisfied and frustrated
customers at claim stage.
FMI has identified four potential
pitfalls to avoid at application stage, to
ensure a happy client at claim stage.

1

Your clients haven’t protected
100% of their income, or kept
their policies up to date in line
with annual salary increases. The
South African savings rate is -0.10%1,
which means many South Africans
are spending more than they earn.
Being underinsured will likely lead to
disappointment at claim stage if your
client’s pay-out doesn’t sufficiently
cover their monthly expenses.
What can you do? Insure 100%
of your clients’ income and update
their cover amounts annually, in line
with their earnings. The best way
to ensure they can do this, is with

The four pitfalls at
application stage

a policy that offers built-in future
insurability, allowing them to increase
their cover amounts without further
underwriting.

2

Your clients don’t have the
cover they think they do.
Unfortunately, this happens more
often than it should, e.g. many
customers are unaware that disability
lump sum benefits only pay out in
the event of permanent disability.
And when it comes time to claim,
many customers attempt to claim
for a non-permanent injury on a
disability lump sum benefit.
What can you do? Recommend
income benefits to protect your
clients against non-permanent risks
and explain to them what a lump sum
disability benefit covers, and what it
doesn’t.

3

Your clients only have temporary
income protection, or not
enough extended income protection.
When it comes to income benefits,

many customers only have temporary
income protection. They believe their
disability lump sum cover will be
sufficient should they need to claim
for more than 24 months. But not all
long-term claims are permanent and,
ultimately, they wouldn’t qualify for
a lump sum disability claim. At FMI,
four out of 10 of our claims that last
longer than a year are not permanent.
So, in these instances, clients without
extended income protection, or
very little, would face unimaginable
financial strain.
What can you do? Insure 100% of
your clients’ income against temporary
risk and long-term injuries and
illnesses as well.

4

Your clients have chosen a
long waiting period. In many
instances, clients are unaware of the
waiting period on their policies and
are disillusioned when they discover
they won’t receive any income during
that period, or worse, they don’t
qualify for a claim at all because of

their waiting period. Nearly twothirds of all FMI’s claims last less
than 30 days, and yet more than 60%
of our clients have chosen waiting
periods of 30 days or longer2.
What can you do? Take care to
explain what a waiting period means
and recommend the shortest waiting
period available to your clients. At
FMI, we offer some of the shortest
waiting periods in the industry,
with a seven-day waiting period for
commission earners and a 14-day
waiting period for salaried individuals.
As an adviser, it’s your knowledge
and guidance that can make all the
difference to your client’s claim
experience. Help them understand
not only their risks, but also the
options available to them to protect
them against those risks – so they can
continue to take care of themselves
and their loved ones.
Statistics South Africa Survey.
FMI 2018 claim stats

1

2
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Income protection that
combines the best features of
income disability and lump sum
disability benefits
A steady monthly income provides clients with certainty. Certainty that they will be able to fund regular expenses such
as bond payments, school fees, groceries, etc. A steady monthly income also serves as the springboard from where
long-term goals are funded such as a comfortable retirement.
This is why it is so important to protect your clients’ incomes by offering them unique income protection that is
specifically designed with certainty in mind. Myriad is taking income protection benefits to a whole new level by
introducing our unique Complete Income Protector Benefit and our Permanent Disability Enhancer rider benefit which will
suit your clients’ bespoke income needs.

Playing the long game
The goal of income protection is to ensure that your clients continue to receive
their monthly income should they become temporarily or permanently disabled,
with the sole objective that their financial position remains the same before and
after an event.
The Complete Income Protector Benefit combines the best features of income
disability and lump sum disability in a unique industry-first solution. For clients
who require a long-term disability income this benefit provides peace of mind
that they will continue to receive a monthly income when they can no longer
perform their occupation due to a temporary or permanent disability, or suffer
from a defined illness or impairment. This benefit is ideally suited for clients
who earn a salary, commission or fees and who do not have a group income
protection benefit.
The following enhanced features are available on the Complete Income
Protector Benefit:

More occupations
qualify for income
protection

Permanent Disability
Enhancer Benefit

Protect 100% of
net income

Whole life protection
with automatic cover
change at age 70

Complete
Income
Protector
Benefit

Enhanced
Hospitalisation and
Fractures defined events

New 14 day
waiting period

Permanent Disability Enhancer Benefit
Myriad adds another layer to income protection that will provide your clients
with even more income certainty by introducing the Permanent Disability
Enhancer Benefit as an optional rider benefit that can be added to the
Complete Income Protector Benefit.
This rider benefit was designed to provide the best features of both income
disability and lump sum disability at an affordable price. When selecting
this rider benefit, a client has the flexibility to commute a part, or all, of their
future monthly income protection pay-outs to a lump sum pay-out whenever
they choose to; once a permanent disability claim was assessed and approved.
Choice of monthly income or lump
sum pay-out

No financial reassessments if income
is selected

Permanent
Disability
Enhancer Benefit

Extends functional impairment
pay-out term

Automatic commutation and lump
sum pay-out on death

When selected, it increases the Retirement
Booster multiplication factor to 4.5%.

100% of net income protected in one benefit
The Complete Income Protector Benefit creates the opportunity for clients to
protect up to 100% of their net income in one benefit.

A whole life term option with automatic cover change at age 70
People are living longer, but not necessarily in good health. Therefore, having
cover that provide protection against the expenses associated with conditions
that require longer term care must be central to your client’s long-term
financial planning.
A whole life term option is available on the Complete Income Protector
Benefit which is suitable for clients who want the benefit of the longest
possible pay-out term in the event of a permanent disability and it includes a
prefunded automatic cover change at age 70.
At the conversion age of 70, the primary need is no longer to address lost
income and retirement provision, but to provide protection against expenses
incurred as a result of impairments and long term care needs. To this effect
the cover type and amount changes. The type of cover changes to functional
impairment cover and the benefit amount is reduced to 50% of the benefit
amount that applied before the cover change.

More occupations qualify for income protection
With the Complete Income Protector Benefit, clients who have occupations
that previously only qualified for temporary income protection and lump
sum disability benefits will now also qualify for a Complete Income Protector
Benefit with a minimum waiting period of 1 month, for example, nurses,
paramedics and hairdressers.

Enhanced hospitalisation and fractures defined event pay-outs
Myriad first introduced the concept of guaranteed pay-outs for defined events
in 2008. This provided more certainty to clients about how long they can
expect to receive a pay-out and simplified the claims process. This approach
still works well because recovery periods, due to short-term illnesses or
minor medical procedures, are best advised by medical practitioners and

our approach to claims is to rely mainly on sick notes provided by general
practitioners and specialists to determine these guaranteed pay-out periods.
However, in cases of more severe illnesses or procedures, absenteeism
from work is more unpredictable and often not continuous (for example the
impact of complications after a hysterectomy). To request regular updated
sick notes in these instances can create claim uncertainty and unnecessary
delays in the claims process. Therefore, the hospitalisation and fractures
defined events have been expanded to also specifically include guaranteed
pay-outs for these types of events, for example, hysterectomies, knee
replacements and hip replacements.

A 14 day waiting period
In addition to the standard waiting periods, a cost effective 14 day waiting
period has been introduced for clients who require a shorter waiting period
than 30 days but still want something more cost effective than a 7 day waiting
period. This is especially appropriate for clients who can self-insure for shorter
periods of temporary disability or illness.

Living product enhancement
Through a living benefit enhancement all existing Income Protector Benefits
will be converted automatically to Complete Income Protector Benefits. This
means the enhancements mentioned will be available to existing clients without
having to cancel and replace their existing Income Protector Benefits. Some of the
enhancements will be free and automatic, whilst others will be optional extras
available at an additional charge and enabled via an alteration request from the
client.

The best of both worlds
Just as a monthly income gives clients a feeling of control and certainty
that they are in a position to manage their expenses, so too must income
protection provide clients with certainty that their monthly income is
protected and will continue, no matter what happens. Myriad’s new Complete
Income Protector Benefit delivers on these requirements in the most concrete
way possible.

Income
protection,
reinvented.
Myriad’s new Complete Income Protector Benefit is an innovation in
income protection cover that simplifies financial planning.
The new Complete Income Protector Benefit combines the best features of
income disability and lump sum disability cover in one solution, designed with
flexibility in mind to meet your clients’ unique and changing needs.
For more information, contact your Momentum consultant today!

momentum.co.za
Terms and conditions apply. Momentum is part of Momentum Metropolitan Life Limited, an authorised financial
services and registered credit provider. Reg. No. 1904/002186/06

One solution
for income
and lump sum
disability!
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Offering certainty
in uncertain times

A

t Liberty, we can’t help our
clients predict the future in
these uncertain economic
times, with low GDP growth as well
as widespread retrenchments. But
we can do one thing: we can help our
clients worry less about matters such
as unemployment, taxes, inflation
and access to credit, which, according
to the What Worries the World 2019
report, are top of mind. Our financial
advisers assist clients in planning
for the future and help them ensure
financial peace of mind for their
families, no matter what happens in
the months and years to come.
During these unpredictable times,
some clients might want to reconsider
their financial cover, possibly as a
way to cut costs, while others might
want to re-evaluate their cover
in the first quarter of a new year.
However, according to Liberty’s Value
of an Adviser 2018 research, 73% of
advised consumers strongly agree that
working with an intermediary gave
them greater confidence with regards
to their finances, while 64% are
committed to achieving their financial
goals thanks to their intermediaries.
Yet, the South African Insurance
Gap Report 2019 that was compiled

by The Association for Savings and
Investment South Africa (ASISA)
shows that adults under the age of 40
are most likely to be underinsured**.
When you’re younger, have
fewer financial responsibilities or
dependents, it’s easier to look the
other way and ignore your risk profile.
Yet, this age group needs income
protection the most – the younger the
client, the more years of their working
career still lie ahead.
This means that should something
happen to 32-year-old Thembi Ndlovu***,
a candidate attorney and a single mother
of one, that prevents her from working,
she stands the chance to lose more
potential earnings when compared to
someone who is in the prime of their
career or nearing retirement, such as her
58-year-old father.
Now more than ever, an income
protection policy should remain
a priority in the journey towards
long-term financial security, rather
than be seen as a grudge purchase. At
Liberty, we don’t like the ‘but it will
never happen to me’ mindset. This is
why, through the Income Protector
Policy, we cover our clients and their
dependents against the risk of losing
their primary income.

In short, it’s a comprehensive benefit
tailored to Thembi’s financial needs
that can pay out immediately or after
a pre-determined period of time,
and may also include 100% cover of
her annual bonus. It works when she
can’t, whether it be due to a disability
or permanent impairment. And it’s
versatile too, as it will provide Thembi
with as much cover as she requires,
whether she experiences a partial or
full loss of her income.
We’re also keeping up with the times
as we see growth in the gig economy
and remote working. As such, the
Liberty Income Protector also has a
dual occupation feature that covers the
income from Thembi’s weekend side
hustle, if it makes up at least 20% of
her annual income.

It’s Liberty’s responsibility, and a
privilege for its financial advisers,
to help clients like Thembi become
financially fit, especially early on in
their careers. Because, when we crunch
the numbers, help her plan for her ‘one
day’ today, and drive the realisation
that her future earnings are her biggest
asset, it all begins to make sense. Her
financial adviser will be with her every
step of the way as she gains valuable
work experience, is admitted to the bar
to practice as an advocate, and sees her
salary – and her cover – increase.
*Bloomberg.com article, titled: Job cuts will depress
SA’s limping economy even more, published on 22
January 2020. **The South African Insurance Gap
Report (ASISA) 2019 ***This example contains
fictional characters and is used to represent a reallife scenario.

What is Group
Gap Cover?

I
The most up-to-date fund performance
and fact sheet data in South Africa
• Fund Research
• Portfolio Modelling
• Comparison & Analysis • Presentation & Reports

For further information, please contact Tracey Wise on
011-728-5510 / 079-522-8953 or email: tracey@profile.co.za
www.profile.co.za/analytics.htm
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n today’s economy, medical treatments often involve medical
expense shortfalls, even with medical scheme cover, says
Tony Singleton, CEO of Turnberry Management Risk
Solutions. As a result, Gap Cover is fast becoming a necessity to
help avoid some of these out-of-pocket costs, and Group Gap
Cover is something organisations can look at adding to their
basket of benefits.
The benefits are discounted rates, as well as more lenient
underwriting, which makes it an affordable and attractive
benefit for employees. It can be offered as either a voluntary
benefit, which means it is an optional selection for employees,
or as a compulsory benefit. For a voluntary benefit there is
generally a minimum uptake involved, meaning that a certain
number or percentage of people within the organisation need to
sign up in order to qualify for Group Gap Cover benefits.
Group Gap Cover is offered at a preferential rate, which
means that it is cheaper for employees than individuals to sign
up. It also offers more lenient underwriting for compulsory
groups in that often there are no waiting periods imposed so
benefits are offered immediately. Having Group Gap Cover in
place can actually help to improve employee health, wellbeing
and productivity. With medical costs continuing to increase
year on year, the likelihood of a staff member having to cover a
medical expense shortfall increases. This potential for additional
out-of-pocket medical expense shortfalls may discourage
employees from seeking medical assistance when they need it,
so people may be attempting to work while they are suffering or
are unwell, negatively impacting productivity.

The world is

changing.
Why have employee benefits

stayed the same?
Introducing the first ever needs-matched
group risk cover, designed to meet the
needs of a 21st century workforce.

BrightRock Life Ltd is an authorised financial services provider and registered insurer. Company registration no: 1996/014618/06, FSP 11643. Copyright © June 2019 BrightRock. All rights reserved. Terms and conditions apply.
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Great customer
expectations call for an
insurance evolution

D

eloitte’s recently released report entitled
A demanding future predicts that four
trends will define insurance in 2020:
the customer, ‘a new roadmap’, partnerships and
digital disruption. This research found that 45% of
200 high-ranking executive respondents believed
rapidly evolving customer needs and expectations
would be the top challenge this period. To continue
to grow profitability, insurers need to acknowledge
that traditional principles no longer apply as they
used to. A new approach is necessary to drive the
disruption required to stay relevant to a consumer
who expects seamlessness at every touchpoint.
Insurance alone is no longer the solution. It’s
imperative to broaden business ecosystems to
deliver more than insurance, while improving
on core capabilities. This is the new entry
into the game. It relies on continuous creative
collaborations that deliver sustained value-adding
propositions to consumers. Insurers will need to
work with intermediaries to innovatively reengineer business models in order to monetise
value in a world where the consumer expects new
levels of service and interaction.
What the digital-age customer wants
As a starting point, we must understand the
changing behaviours of customers. They seek
integrated, channel-agnostic experiences that
are accessible anytime, anywhere. The Santam
Risk Barometer Report showed that 82% of
surveyed consumers are calling for greater use of
technology (artificial
intelligence, devices,
THE VALUE OF
applications, selfservicing interactive
INSURANCE
websites and valueMOVES AWAY
added services) from
FROM PAYING
insurance providers.
This is a call we
A CLAIM TO
must heed.
PREVENTING THE
To achieve
this, insurers and
NEED TO CLAIM
intermediaries must
collaborate closely. The Risk Barometer showed
that consumers value the role of the intermediary
in making their insurance decisions – 82% of
commercial businesses and 71% of consumers
said they rely on intermediaries for advice. So, we
need solutions that facilitate a convenient digital
experience and intermediary interaction. Insurers
are making significant investments to build their
products, digital assets and analytics capabilities,
while intermediaries have always had depth in
customer data. Bringing these competencies
together is a great opportunity to drive the requisite
change around service-based strategies and
innovative product solutions.
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Developing a new roadmap that
focuses on prevention
The strategic use of data, analytics and digital
tools will help us to develop more sophisticated
products, service models and proactive risk
prevention models. Then, we need to tap into
artificial intelligence to seamlessly deliver solutions
across every consumer touchpoint. In doing so,
we start to develop what Deloitte termed ‘the new
roadmap’.
The convergence of these technologies with the
Internet of Things means we can handle vast
amounts of data dynamically in order to provide
relevant feedback and deliver value beyond just
insurance. It means we can actively help people
mitigate their risk of future losses. Think of a geyser
that warns you of a fault before it turns into a
major leak. This a significant shift to a preventative
approach. The value of insurance moves away from
paying a claim to preventing the need to claim.
Technologies like analytics, blockchain and
the cloud also give us an opportunity to enhance
customer-centricity by increasing our ability to
process, protect and store customer information.
They allow us to personalise flexible solutions,
while removing friction around data sharing,
because clients are secure in the knowledge their
data is safe.
More partnership opportunities
As well as partnering with intermediaries, the
industry will leverage tech-led mergers and
acquisitions (M&As), equity partnerships and
alliances to advance growth. We are already
seeing insurers investing in InsurTech start-up
solutions through equity partnerships to achieve
new business models that reach new and emerging
markets. The opportunity lies in how fast these
investments can be integrated with existing legacy
systems to make incremental improvements,
remove outdated processes and enhance products
and experiences for existing clients.
Strategic alliances will also become increasingly
important in insurers’ overall value propositions.
These pose opportunities to deliver insurance
via non-traditional digital platforms in order to
capture new markets. Partnerships that bring
trusted brands together – with a loyal customer
base, insurance expertise and value-added services
– will be a pivotal way to advance growth against
a backdrop of increased competition from nontraditional players.
Going forward, the industry must evolve to
keep pace with its customers. It can’t do this alone.
It’ll take sustained investment in innovation,
creative collaborations, actionable data insights,
and a constant will to keep reinventing to remain
relevant.

Focus on
broker
channel key to
commercial
space growth

I

nsurer King Price says its focus on making
it as easy as possible for brokers to do
business with the company is paying off,
with ‘significant’ growth in its corporate and
commercial book in the past 12 months in what is
largely a broker-driven market.
King Price’s broker channel partner, Natalie
Graham, says the company has targeted
commercial insurance as a key growth segment
as it looks to continue its exponential rise in the
local market. From a R100m start-up in June
2012, King Price has grown to a R4.2bn business
today.
Graham adds that the company is increasingly
demonstrating its ability to write big business.
King Price’s 15% shareholding by Germany-based
global reinsurance giant Munich RE has given the
company the financial leverage to not only write
bigger risks in the commercial space, but provide
the market with the peace of mind that it will be
able to pay any potential claims.
“Our message to the market is clear: we’re a
serious player in the corporate and commercial
space. We’ve got the most favourable reinsurance
terms in the market, which gives us the
foundation we
need to grow
this side of the
TODAY, BROKER
business quickly,
SALES MAKE UP and also gives
A THIRD OF OUR our clients peace
of mind that
BUSINESS
paying out big
claims isn’t an issue.”
King Price believes the key to its growth in the
highly competitive commercial space lies in its
focus on the broker channel. “Today, broker sales
make up a third of our business. By emphasising
value and service, and treating our brokers at the
same level as our direct channel, we’ve been able
to grow our broker business significantly in the
past three years,” says Graham.
Another key differentiator the company will
be looking to exploit is its industry-leading
technology and reporting. It believes its ratings
box is the best on the local market, allowing it to
make underwriting decisions within as little as 24
to 48 hours.
Graham adds that King Price is also quietly
growing its business in niche segments, like
sectional title communities; engineering, where
a big part of its book is yellow metal; agriculture,
where it currently provides cover for assets and
livestock; and the marine sector.

Natalie Graham,
Broker Channel
Partner, King Price
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THE 4 DAY WEEK
BY ANDREW BARNES WITH STEPHANIE JONES
In The 4 Day Week, entrepreneur and business
innovator Andrew Barnes makes the case for the
four-day week as the answer to many of the ills of
the 21st-century global economy.
Barnes conducted an experiment in his own
business, the New Zealand trust company Perpetual
Guardian, and asked his staff to design a four-day
week that would permit them to meet their existing
productivity requirements on the same salary
but with a 20% cut in work hours. The outcomes of this trial, which no
business leader had previously attempted on these terms, were stunning.
People were happier and healthier, more engaged in their personal lives,
and more focused and productive in the office.
The world of work has seen a dramatic shift in recent times: the former
security and benefits associated with permanent employment are being
displaced by the less stable gig economy. Barnes explains the dangers of
a focus on flexibility at the expense of hard-won worker protections, and
argues that with the four-day week, we can have the best of all worlds:
optimal productivity, work-life balance, worker benefits and, at long last, a
solution to pervasive economic inequities such as the gender pay gap and
lack of diversity in business and governance.
The 4 Day Week is a practical, how-to guide for business leaders
and employees alike that is applicable to nearly every industry. Using
qualitative and quantitative data from research gathered through the
Perpetual Guardian trial and other sources by the University of Auckland
and Auckland University of Technology, the book presents a step-by-step
approach to preparing businesses for productivity-focused flexibility.

BOOKS ETCETERA

BASIC BLOCKCHAIN
BY DAVID L SHRIER
Basic Blockchain is an accessible, non-technical
introduction to a revolutionary technology. And it’s
probably the only book you need to read to understand
blockchain: what it is, how it works and how it will
transform business, society and our everyday lives.
Born of an obscure body of research on game theory
developed by NASA – originally championed by drug
dealers seeking to launder ill-gotten gains, accelerated
by entrepreneurs seeking to improve financial access
for the poor, funded by giant corporate interests attracted to the potential for
billions of dollars of cost savings – blockchain heralds a new era of financial
inclusion. In short, it will enact radical change on our lives.
In this book, Shrier, one of MIT and Oxford University’s leading futurists,
explains for the general reader:
• The history of blockchain, its apocryphal progenitor Satoshi Nakamoto, and the
socioeconomic context of its origins in the 2008 financial crisis.
• How blockchain works, including the core technologies that drive it, such
as cryptographic hashes and network theory, all described in simple,
understandable terms.
• The potential of blockchain, including its impact on our jobs, industry and
society as a whole.

SUDOKU
ENTER NUMBERS INTO THE BLANK SPACES SO THAT EACH
ROW, COLUMN AND 3X3 BOX CONTAINS THE NUMBERS 1 TO 9.

THE UNFAIR ADVANTAGE
BY ASH ALI AND HASAN KUBBA
We all have unfair advantages in life, whether we
happen to be quick, have a talent for maths, or a
great feel for people. An unfair advantage is simply
the element that gives you an edge over your
competition.
This innovative book shows how to identify your
own unfair advantages and apply them to any
project. Drawing on over two decades of handson experience – including as the first Marketing
Director of Just Eat – the authors offer a unique
framework for assessing your external circumstances in addition to your
internal strengths.
Hard work and grit aren’t enough, so this book explores the importance
of money, intelligence, location, education, expertise, status and luck in the
journey to success. From starting a company to gaining traction, raising
funds and growth hacking, The Unfair Advantage helps readers look at
themselves and find the ingredients they didn’t realise they already had, to
succeed in the cut-throat world of business.
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Two years
running with
the bulls.
The Sasﬁn BCI Flexible Income Fund has outperformed
a highly competitive ﬁeld to achieve an impressive 38.8%
cumulative return over 3 years to December 2019.
The Fund received two Raging Bull awards in 2018
and was awarded a further Raging Bull for the
Best South African Multi-Asset Income Fund for 2019.
Managed by Chief Investment Ofﬁcer,
Philip Bradford, CFA, these accolades are a result of a
rigorous and disciplined investment process, employed in
managing risk and return.
To ﬁnd out more contact Martin Hyde
on 011 809 7779 or martin.hyde@sasﬁn.com

WINNER
2018

