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MOVING UP 

IN THE NEWS
10X Investments has agreed to a 100% cash purchase of CoreShares, crea�ng a full-service South African indexing 
investment specialist with more than R31 billion in assets under management.

NMG Benefits extends investment abili�es with Sequoia stake
Johannesburg-based advisory and intermediary firm NMG Benefits has acquired a stake in bou�que discre�onary 
fund manager Sequoia Capital Management as it looks to expand its ability to manage and execute client 
investments. 

 Apex Group announces acquisi�on of the Maitland business 
Apex Group Ltd. ("Apex" or "The Group"), a global financial services provider, announces today the planned 
acquisi�on of the fund services and third-party management company ("Manco") business opera�ons of Maitland 
Interna�onal Holdings plc ("Maitland"), an interna�onal fund services provider. 

NMG Benefits grows their team with three exci�ng appointments.
Ninety One appoints  Sustainability Director, Daisy Strea�eild
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Nicholas Hops, Head of South African Equity Research and Por�olio Manager, Corona�on
Mar�n Teubes takes on a challenging new role at Alexforbes
Avishal Seeth takes over Mar�n’s previous role at Alexforbes
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®Employee Benefits Network
A Unique Digital News and Knowledge Portal

NEWS

EVENTS

DIRECTORIES

LIBRARIES

REAL TIME STATS

South Africa’s only predominantly re�rement 
industry (ins�tu�onal focused) digital media 
pla�orm, providing daily informa�on to re�rement 
fund PO’s and Trustees to assist them in the execu�on 
of their fiduciary role. An invaluable knowledge 
portal to advisers and consultants to re�rement 
funds and members to improve their level of 
knowledge.

Contact us today to discuss how you can share in the success of the EBnet pla�orm on 082 457 1833, or 
email britsc@ebnet.co.za or visit our website www.ebnet.co.za

You are not working,
if you are not networking.

Denis Waitley
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Editor’s Comment
David Weil, CEO ICTS Group of Companies

EMERGING MANAGER STRATEGISTS
MOTSWEDIINVESTMENT CONSULTING

AND TRUSTEE SERVICES
LEGAL SERVICESTRACING SERVICES

®

WEALTH 

The bu�erfly effect is commonly used when describing how a seemingly small, insignificant act or 
event can have a profound effect in another place or a later �me. In chaos theory, the bu�erfly 
effect describes the phenomenon whereby a �ny localised change in a complex system can have 
large effects elsewhere. The image being of a bu�erfly flapping its wings resul�ng in a tornado on 
the other side of the world.

As I reflect on our industry, our markets and economy, and then broader on the global situa�on, I'm 
struck by how the bu�erfly effect provides a great illustra�on of the interconnectedness of things.  
Our markets are  chao�c, unpredictable systems where one small change or event can lead to 
profoundly different outcomes.  This unpredictability makes it difficult … impossible even … to solve 
our current world challenges with “old school” linear thinking.

We live in a world where a flu virus iden�fied in a Chinese city in December leaves deserted six lane 
highways in ci�es all around the world, a mere 3 months later.  As we ran laps around our gardens, 
there was li�le doubt in our minds as to how interconnected we are in this world.  

And just as planet earth seemed to recalibrate to its new normal, 2022 dawned with poli�cal 
conflict in eastern Europe.  This act halfway around the world, has impacted our lives once again.

These unpredictable and uncontrollable events challenge even the most experienced in the 
industry to remain steadfast in their inten�ons to provide a comfortable re�rement for those in 
their custody.  Not only is our local legisla�ve landscape changing quicker than ever before, the 
greater investment context seems more vola�le with every passing day. 

Now is the �me for lateral thinking and crea�ve problem solving.  The challenge is clear: in this 
interconnected world, with unpredictable causes leading to ever changeable outcomes, the 
successful decision makers will be those who are able to approach their reali�es differently, 
imagining an unlikely blend of a myriad of possible solu�ons.

As actuarial, insurance or legal experts, this way of thinking may seem too unstructured, bordering 
on unacceptably random. But the underlying logic is that we cannot solve today's problems with the 
same thinking that created them.  

I hope you find this issue as thought provoking as always. 
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The insurance industry has had a 'good pandemic', with many people becoming more aware of the value of protec�on. Life 
insurance has increased as a priority among consumers worldwide, and while new sales were lower due to economic 
uncertainty, we've also seen lower rates of policy cancella�on and lapsa�on. This is certainly good news for the industry, where 
tradi�onally life insurance is sold, not bought.
 
But while the worst of the pandemic seems to have eased, we're s�ll seeing its effects in key areas. One of these is group 
insurance – that is, the purchase of life, disability, cri�cal illness, funeral and other risk policies, sold on a group basis to a 
re�rement fund, employer group, or other group. 

What's happening is that the excess deaths caused directly or indirectly by Covid have seen insurers incur greater claims and 
higher mortality rates than normal. As a result, we're seeing premium increases – and some of them are drama�c. 

Our own staff policies incurred a 30% increase in premiums, and we had no choice but to accept the large increase to retain the 
current benefit structure. As we are a 'cost to company' business, which means employees pay for these benefits themselves, 
our staff have effec�vely experienced a drop in their take-home pay.

And we got off rela�vely lightly. Some large re�rement funds have seen their premiums doubling, or in one case, even tripling. 
Our clients find these situa�ons unacceptable and unfair, and we agree with them. It certainly feels like an overreac�on on the 
part of the insurance industry. As one large re�rement fund pointed out, more than 90% of their membership is fully 
vaccinated, and they can't understand how their insurer can jus�fy a doubling of the group insurance premiums on a forward-
looking basis. 

So, what's going on?

The South African group insurance market is usually highly compe��ve. Many brokers and intermediaries earn their keep 
simply by ge�ng other insurers to quote for a par�cular group or scheme. There's almost always someone that's trying to grow 
market share or taking a more posi�ve view of the risk characteris�cs of the par�cular scheme. So, the cover moves to a new 
insurer (or the incumbent matches the lower price), the scheme saves money, problem solved. That's not happening right now.

As intermediaries, we're remunerated mostly by commission on the premiums paid. So, if we do nothing, our income goes up 
when premiums go up. This creates a misalignment of our interests and those of our clients and members.  

Time to push back 
against group insurance 
price hikes

Geoff Baars, Chairman, NMG Benefits
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The enormous increases we're seeing right now are impac�ng the group insurance market much more 
than the individual market, where premiums are guaranteed, at least for mortality risks. This is 
concerning, because the payers of group insurance premiums are ul�mately the ordinary members of 
re�rement funds and the employees of companies. 

What are we doing about it? 

For a start, re�rement funds shouldn't simply accept that higher commissions be paid to their intermediaries because of 
premium increases without their intermediaries doing extra work.  

Secondly, insurers should be interrogated to jus�fy their increases actuarially through historical claims experience and 
forward-looking projec�ons. Brokers/intermediaries can carry out their own actuarial Covid-modelling, but with assump�ons 
on vaccina�on rates and prior infec�on based on the re�rement fund's situa�on. Trustees should seek detailed analysis 
before accep�ng that premiums need to be increased to the extent being quoted.

Thirdly, larger funds and clients should consider and debate implemen�ng a much greater degree of self-insurance or 
alterna�ve means of transferring risk. In normal �mes, the group risk market works well, and it's o�en not worth the effort 
even for large schemes to establish a self-insurance or risk transfer mechanism. With premium increases of hundreds of 
millions of Rand, however, that equa�on changes drama�cally. 

One of the greatest challenges facing the South African re�rement funding industry is the fact that few employees accumulate 
enough savings to be able to re�re with the same lifestyle they enjoyed during their careers. With risk costs increasing 
dras�cally - and in our view, excessively - it's our duty to ensure that our members' interests are protected, ahead of those of 
the shareholders of enormous financial ins�tu�ons. 

Time to push back against group insurance price hikes
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Corné Heymans, Actuary and Re�rement Fund Valuator, SNG ARGEN Actuarial Solu�ons

Any leadership book on the shelf will confirm that there is no single management style that is necessarily more or less 
effec�ve than the other.  Successful managers can range from the dictator-inspired micro manager (let's call him Herr 
Heinz), to the one-foot-s�ll-at-Woodstock manager, Mr Frankie Flowers (I am sure he would not mind if we call him Flow).

Herr Heinz would insist on having insight into every bit of detail in his business, including today's very important order of 
business - the colour of soap which should be used in the staff restrooms and how o�en it should be changed, based on a 
detailed supply and demand analysis!  Flow may, on the other hand, spend the day brainstorming new business ideas with 
his yoga instructor.  Nevertheless, both managers may be equally successful for completely different reasons, even if they 
may differ in everything else that they do as managers.

When it comes to providing a re�rement savings vehicle for their employees, these two managers will similarly have vastly 
different ideas on the ideal structure for such a savings vehicle.  Heinz might long for the good old days when they s�ll had a 
freestanding fund where he was the single largest contributor, employer nominated Trustee, Principal Officer and 
Chairman. Flow loves the idea of leaving his employees' savings in the capable hands of a trusted umbrella fund which 
requires minimal input from himself.

Again, both these approaches could be equally successful, but both also have their own unique features.  In the end it 
comes down to a personal preference and style, provided that both Heinz and Flow have a full understanding of the 
respec�ve pros and cons in order to make an informed decision on the fund that is right for them.  

This must be music to Heinz's ears.  Flow is cringing at the very thought of all this bureaucracy, but he does recognise that 
there is value in it, but only if someone else handles it.  

There have been very few, if any, major umbrella fund failures in South Africa's re�rement industry in the past.  The 
protec�on offered to members by the Pension Funds Act, as supported by rigorous oversight by the FSCA and 
accountability from bodies like the Financial Services Tribunal (FST) and the Pension Funds Adjudicator (PFA), is up there 
with the best in the world.

The approach to umbrella governance may vary significantly from one 
fund to the next. One fund may insist on having all their bases fully 
covered with bells and whistles, while the next may, in the interest of 
saving costs, be sa�sfied with only mee�ng the minimum standard.

approaches to umbrella 
fund governance

Fund 
governance 
Different strokes  

for different folks – E
M

P
L
O

Y
E
E
 B

E
N

E
F
IT

S



 PENSIONS WORLD SA | JUNE 2022 | pg 14

Fund governance - Different strokes for different folks – approaches to umbrella fund governance

E
M

P
L
O

Y
E
E
 B

E
N

E
F
IT

S

There is therefore li�le reason to believe any of the 
reputable umbrellas in our market do not have adequate 
governance structures in place.

Board of Trustees
The buck always stops with the Trustees who have all the 
decision making powers, while being ul�mately 
accountable for the fund's affairs.

The Board of Trustees accepts ul�mate responsibility for all 
aspects of the governance of the fund.  While they may 
delegate some of their du�es, like the administra�on 
func�on, and make decisions in consulta�on with 
appointed advisors or par�cipa�ng employers, the buck 
stops with the Trustees.  Each Trustee takes responsibility 
for all decisions of the Board and can be held personally 
liable.  

An umbrella fund does not have “member elected” or 
“employer nominated” Trustees. All Trustees are appointed 
by the sponsor of the Fund.  The respondents to the survey 
indicated the number of Trustees range from 4, the 
minimum required in terms of legisla�on, up to 14.  Most 
funds in this survey applied a 50/50 split between trustees 
who are employees of the sponsor and independent 
professional Trustees, while some funds choose to only 
have one or two independent Trustees on the Board.  

There is a perceived conflict of interest where a Trustee who 
is also an employee of the sponsor could have a vested 
interest in the profitability of the sponsor over and above his 
fiduciary duty to act in the interest of members.  A greater 
propor�on of professional Trustees would therefore give 
some addi�onal comfort in respect of the independence of 
the Board.

However, this argument is countered to a large extent by the 
fact that each Trustee remains accountable for all decisions 
made on behalf of the members.  For a Trustee to make any 
decision in the interest of the sponsor and to the detriment 
of members' best interest will place him- or herself at 
significant personal risk which should serve as a great 
incen�ve to do the right thing notwithstanding any other 
conflic�ng pressures or interests.

The quality, in other words knowledge and experience, of 
the Board of Trustees is probably even more important than 
the level of independence.  However, this is not always easy 
to assess from the outside.

Management Commi�ee
Umbrella funds o�en rely on input from the par�cipa�ng 
employer's management commi�ees to convey the 
interests from the members on the ground to the Trustees.

This commi�ee will be much closer to the members of the 
fund and plays an important role to assist the Trustees with 
their du�es.  However, it is important to note that such a 
commi�ee can only provide informa�on or serve in an 

advisory capacity to the Board, who s�ll makes all the final 
decisions and retains all accountability for the Fund.

In some instances, the management commi�ee is run 
almost like a mini Board of Trustees with member and 
employer representa�ves, regular mee�ngs, vo�ng on 
decisions, etc.  Such decisions are then formally submi�ed 
to the Board of Trustees for considera�on.  In other cases, 
the management commi�ee may consist of a single human 
resources representa�ve providing informa�on to the 
administrator and Trustees.

The downside of a very ac�ve management commi�ee 
means that it can take up more of management's �me and 
energy than what they would have envisaged when they 
joined the umbrella fund, while s�ll not having any real 
powers.  On the other hand, it does keep the employer close 
to the opera�on of the fund.

While they may not have any decision making powers over 
the Trustees, an employer retains the power to move to an 
alterna�ve umbrella fund if they are not sa�sfied with the 
way that the fund is managed.  Some level of oversight into 
the fund's affairs is therefore advisable to be alert to any 
poten�al red flags.

Statutory repor�ng
All funds are required to submit audited annual financial 
statements to the FSCA. These statements are publicly 
available documents where the auditor's findings and 
opinion on the fund's governance is available for all to see.  
For Heinz or anybody else interested in more technical 
detail, the financial statements will also give useful insight 
into the financial affairs of the fund, for example the level of 
expenses, number of unclaimed benefits, whether the fund 
is growing, etc.

Most umbrella funds qualify for exemp�on from having to 
submit statutory actuarial valua�ons, if the Trustees should 
choose to apply for this exemp�on.  About a third of the 
surveyed funds opted to have the statutory valua�ons 
performed, a third have non-statutory valua�ons 
performed and a third do not perform any actuarial 
valua�ons.

Just less than half of the funds that do perform valua�ons 
use independent external actuaries while the other half 
makes use of their own in-house actuaries. Similar 
arguments will apply here in respect of independence and 
poten�al conflicts of interests of the actuary, as noted in 
respect of independent Trustees. However, an actuary is 
appointed in his or her personal capacity and therefore 
accepts personal responsibility, which should outweigh any 
loyalty to, or pressure from, the sponsor.

An actuarial valua�on generally sets out to perform a 
detailed review of the opera�on of the fund to ensure that 
the fund's informa�on is accurate and consistent when 
looking at it from every different angle.
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For example, are investment returns allocated to members 
consistent with those earned as per the investment 
manager statements? Is the informa�on in the financial 
statements consistent with the administrator's records and 
investment statements? Is the alloca�on of contribu�ons 
and benefits to members consistent with the rules of the 
fund? How are unallocated amounts or processing 
varia�ons handled?

The audit is performed at a more general level with a focus 
on the accoun�ng ma�ers, it should be noted that most of 
these aspects are also covered in an actuarial valua�on.

This apparent duplica�on is exactly why some funds opt 
not to have any valua�ons performed.  This is also, at least 
in part, why the Pension Funds Act does not make 
actuarial valua�ons compulsory under all circumstances.

On the other hand, Trustees who opt to have valua�ons 
performed on their funds see these valua�ons as an 
integral part of their internal risk management 
procedures.  While it may introduce some duplica�on, 
with a corresponding addi�onal layer of costs, these 
Trustees value the addi�onal comfort that the actuary 
gives on the accuracy and compliance of the opera�on of 
the fund.

Statutory valua�ons add yet another level of governance 
compared to non-statutory valua�ons, insofar as these 
valua�ons are also scru�nised by the FSCA.  However, this 
introduces addi�onal administra�ve burdens which 
should be considered, for example, the requirement for 
the valuator to sign off on all Sec�on 14 transfers between 
funds.

There are valid arguments to be made for and against 
actuarial valua�ons, statutory or otherwise.  Heinz might 
believe it to be irresponsible to apply for exemp�on from a 
statutory requirement to have an actuary review the fund 
just because the Act allows it.  Flow, on the other hand, 
has full faith in the administrator and trusts that the 
annual audit should pick up any opera�onal issues.  In his 
view, it is a waste of his members' contribu�ons to pay an 
actuary to add another layer of checks and balances.

It is again a ques�on of preference and style. How much 
trust do you place in the administrator?  Do you believe in 
belts and braces or is one layer of oversight deemed 
adequate? These are very open ended ques�ons and 
explains why different funds are split down the middle on 
this ma�er. While no�ng my obvious bias, being a valuator 
myself, my personal view is that a valua�on is a most 
valuable independent check for trustees and members on 
whether a fund operates as it should. This is especially 
true in umbrella funds, since assets are held in one fund 
for many different employers and a small error or 
devia�on can result in large errors over �me.

Fidelity cover
The umbrella fund of choice should ideally be one that 
never makes any mistakes but that can obviously never be 
guaranteed. The important ques�on to ask is, what cover 
is in place if something should go wrong?

The survey showed that the different umbrella funds 
approached the topic of fidelity cover very differently.  It 
ranges with cover in place from 1% of assets, all the way up 
to 30% of assets.  This may, admi�edly, not be a good 
comparison since it does not take other factors into 
considera�on, like the ability of the sponsoring company 
to absorb losses, terms and condi�ons applicable to the 
underlying cover, past claims experience, etc.

However, it is certainly one of the ques�ons worth asking 
to understand how the fund manages their internal risks.

In conclusion, what are the ques�ons 
on governance that ma�er?
Each employer needs to choose an umbrella fund whose 
approach  to governance meets their specific  needs and 
expecta�ons.

All re�rement funds (including umbrella funds) are expected 
to be properly governed in terms of the Act and the sponsors 
and Trustees have every incen�ve to ensure that this 
governance is in place. From a commercial incen�ve to grow 
their business by showcasing proper governance structures, 
to the threat of serious financial and reputa�onal risk to the 
sponsoring company if things should go wrong and, probably 
the most effec�ve incen�ve of all, the risk of personal liability 
to each Trustee if they do not properly fulfil their fiduciary 
du�es. The exact governance structures within the 
respec�ve funds may therefore be of lesser importance than 
what one might think.

The cost of governance, even if taken to the extreme, is 
generally not a major contributor to the total expenses of 
a fund.  Therefore, the cost of governance does not 
necessarily need to be the driving factor when deciding on 
which umbrella fund to join.

Keeping an eye on the fund's affairs is advisable in order to 
pick up any red flags. Whether through an ac�ve 
management commi�ee, regular updates from a broker or 
from publicly available informa�on. The auditor's report can 
serve as a valuable reference point to assess the ongoing 
governance and compliance of the fund.  Even more so, if 
this is also backed up by an independent report from the 
fund's actuary.

Poor or inconsistent administra�on can serve as a more 
effec�ve early warning system in respect of any flaws in the 
fund's governance than any assessment of the actual 
governance processes. Employers should seriously 
reconsider their umbrella fund when these administra�ve 
alarm bells are ringing too o�en.
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In the end, the governance structures that will be most suitable for any specific employer will rely very much on the 
management style and preference of that employer.

Herr Heinz's Ideal Fund
One would imagine that Herr Heinz will be most comfortable with a fund that has the 
most comprehensive governance structures in the form of a bigger Board of Trustees, 
most of whom are independent professional Trustees. He would similarly prefer a fund 
that does not only perform regular actuarial valua�ons by an independent actuary but 
would also like to see these being reviewed by the Regulator as a statutory submission. 
Heinz is also likely to run a very �ght ship through his Management Commi�ee, with 
direct line of sight into the ac�vi�es of the Board of Trustees.

He may even be prepared to pay a premium for such extensive governance structures.

That is unfortunately not where the costs will end, since he will in all likelihood spend 
much of his �me involved with the fund's affairs.  That is a price he should be prepared 
to pay to be sure that he constantly has his eye on his employees' benefits.

Flow's choice
On the other extreme we find Flow who obtained 
professional advice to help make an informed decision 
when he elected his umbrella fund.  He then delegated 
all interac�on with the fund to his HR managers and fully 
trusts the fund's duly elected Trustees.  He is happy to 
abide by their decision on whether to do regular actuarial 
valua�ons, to appoint independent Trustees or what 
level of fiduciary cover to carry.  A�er all, who would 
know the fund's needs be�er than they do?

Once a year he receives a benefit statement and annual 
report from the fund, indica�ng that everything is s�ll 
just fine, and he rests easy in the knowledge that he is 
providing his employees with a good value for money 
solu�on. 

20 years later…
Both Heinz and Flow reached re�rement a�er a very successful career and, as can be expected, 
neither of the funds that they chose had any serious administra�ve failures. In the end, they received 
similar benefits and the different governance styles employed by the respec�ve funds had 
effec�vely no direct impact on their final re�rement outcome.

When asked whether they were sa�sfied with their respec�ve fund choices, they gave the exact 
same answer, for once, but for very different reasons:
“I would never change my decision; this is clearly the only way that a fund should be run!”
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A summary of the survey results

1. Number of trustees

2. Number of trustees (split between fund elected and independent)                  

3. Are statutory triennial valua�ons performed?     

Yes, 36%                            No, 64%

4. Are interim valua�ons performed regularly?

Yes, 29%                            No, 71%

5. Who performs valua�ons?

Internal actuaries/actuaries employed by a 
subsidiary company
Independent actuaries
Not applicable

4
5 to 8
9 to 12
>1250%

36%

7%
7%

16

14

12

10

8

6

4

2

0
Funds

Number of Fund elected trustees       Number of independent trustees

2

2

2

2
4

1

10

6

8
2

2

2

2

2

2

4

4

3

3

3

2

3

1

7

1

3

3

36%
28%

36%
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Payment of lump 
sum death benefits 

to minors 

Anita Roodman, Senior Manager: Legal and Technical, Simeka Consultants and Actuaries

Sec�on 37C makes provision for the payment of minor beneficiaries' lump sum benefits to a trust, the legal 
guardian/caregiver or a beneficiary fund. A payment into a trust is only allowed where the trust had been agreed to by the 
member before their death, or by the guardian or caregiver of the minor beneficiary. 

Unfortunately, the Act does not provide any guidelines on how to choose between payment into a beneficiary fund and 
payment to the guardian, so we have to turn to court cases and determina�ons of the Pension Funds Adjudicator in this 
regard.

In previous cases before the Pension Funds Adjudicator, it was ruled that the payment of a minor's benefit to their 
guardian is the default posi�on – arising from the guardian's legal duty to manage the minor child's financial affairs and 
the right to decide how the funds due to the minor should be u�lised in the best interests of the minor. According to the 
cases, this mode should be resorted to in the ordinary course of events and should only be displaced by an alterna�ve 
op�on if there are cogent reasons for depriving the guardian of the natural consequences of guardianship. The factors to 
be considered in deciding not to pay the minor's benefit to the guardian are the amount of the benefit, the ability and 
qualifica�ons of the guardian to administer the monies, and the need to ensure that the benefit will be u�lised in such a 
manner that it can provide for the minor's needs un�l a�aining the age of majority. A re�rement fund is required to 
consider the default posi�on and the other modes of payment prior to paying the benefit into a beneficiary fund, as well as 
to compare the cost implica�ons of payment to the guardian as opposed to the other modes of payment. 

However, even if the guardian is well qualified to handle the finances, it does not follow that the guardian will use the 
monies in the best interests of the minor children. In the case of Mbentsi v Afrox Provident Fund and another [2015} JOL 
32857 (PFA), the guardian sought an order reversing the fund's decision to pay her son's share of the death benefit into a 
beneficiary fund and to pay the benefit directly to her in order to buy a house. The Pension Funds Adjudicator in this case 
ruled that it was in the best interest of the minor to pay the benefit into a beneficiary fund to ensure his maintenance un�l 
majority age, and that the guardian could not expect the trustees to pay the benefit to her to acquire a house.

In the case of Malatjie v Idwala Provident Fund [2005] 1 BPLR 45 (PFA), the Pension Funds Adjudicator held that there must 
be an inves�ga�on into the competence of the legal guardian to administer the minor children's financial affairs. This 
means trustees should do a proper inves�ga�on every single �me they decide to pay a death benefit to a minor, to ensure 
that unfounded generalisa�ons are not made.

When paying a lump sum death benefit allocated in terms of sec�on 
37C of the Pension Funds Act (“the Act”) to a minor beneficiary, the 
board of management (“the board”) of a re�rement fund is o�en 
faced with the emo�onally charged and complex issue of determining 
who should receive the benefit on behalf of the minor beneficiary. 
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In the case of Dube NO v Road Accident Fund 2014 (1) SA 577 (GSJ), the court considered case law governing the 
administra�on of funds in trusts established on behalf of minor children and expressed a slightly different view. In this 
case, the court considered payment of an amount in respect of damages to a minor. The court was of the view that, 
although the guardian of a minor had the power and obliga�on to manage the minor's financial affairs, it would not be a 
proper approach simply to order that a substan�al amount be paid to a guardian without regard first being had to the 
circumstances under which the funds were likely to be administered and applied. Such inves�ga�on involves an enquiry 
into the circumstances of the guardian, including an assessment of the mo�va�ons, qualifica�ons and ability of a guardian 
to administer the funds in the best interest of the minor. 

The court established a non-exhaus�ve list of factors that could deter a court from awarding funds to a minor's guardian on 
the minor's behalf, namely:

• The nature of the guardian's rela�onship with the minor and any other guardian the minor may have
• A lack of educa�on with regard to the minor's financial affairs/financial ma�ers in general on the part of the guardian
• A lack of support structure on the part of the guardian
• A lack of sufficient funds to meet the guardian's own obliga�ons
• Criminal convic�ons
• Mental or physical illness
• Insolvency
• Any conflict of interest arising as a result of the guardian's du�es to maintain the minor and administer their own 

money simultaneously (lack of independence). 

Although this case dealt with a court ordering damages to be paid to a minor, the same principles can be applied to a 
re�rement fund alloca�ng money to a minor child. It is recommended that the board of a re�rement fund inves�gate the 
circumstances under which such funds are likely to be administered prior to paying substan�al funds to the guardian of a 
minor. 

There is no doubt that sec�on 37C places a heavy duty on the shoulders of the trustees to ensure that they conduct an 
extensive factual inves�ga�on into the affairs of each and every dependant/beneficiary, and of the guardian in cases 
where the beneficiaries are s�ll minors.

It should also be borne in mind that once a minor's benefit is paid to the guardian, those funds form part of the estate of 
the guardian. Thus, although the guardian may be well qualified to handle their own finances, if the fund benefit is not kept 
separate for the benefit of the minor, it could become integrated into the estate of the guardian. Therefore, apart from the 
above list of factors, re�rement funds should try to ensure that the money allocated to the minor be ring-fenced for the 
benefit of the minor if it is paid to the guardian, especially in the event of the death or divorce of the guardian. 
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The board will have to take into account costs and tax when determining the mode of payment. There are costs associated 
with paying the minor's por�on of a death benefit into a beneficiary fund, so the board should scru�nise these costs to 
establish whether it is in the minor's best interest to pay the benefit into a beneficiary fund.

Lump sum death benefits payable to a beneficiary fund will be taxed in the hands of the deceased member and the a�er-
tax amount will be paid to the beneficiary fund. The benefits paid by the beneficiary fund to beneficiaries will then be tax 
free. The reason for this tax dispensa�on is that most beneficiaries will fall below the tax threshold and the costs associated 
with PAYE will not jus�fy the taxes due. 

If any beneficiary chooses to receive the death benefit payable by the re�rement fund in the form of an annuity instead, no 
re�rement benefit will be deemed to accrue to the member as a lump sum immediately prior to their death. In other 
words, the lump sum benefit used to provide a pension will not be taxed. Annui�es payable to beneficiaries will result in a 
tax liability for such beneficiaries to the extent that they receive annuity payments (in other words, the monthly pension 
will be taxed). The problem with this dispensa�on is that the beneficiary will have to make the decision in this regard, and in 
the case of a minor child, the guardian will have to make the decision or agree to paying the benefit as a pension.

Considering the difficul�es in protec�ng monies payable to minor children, the onerous and almost impossible task of 
trustees to decide whom to pay a lump sum death benefit allocated to a minor child, and the policy move towards 
annui�sa�on and preserva�on, one has to wonder whether the �me has come for legisla�on to provide that all lump sum 
death benefits payable to minors be paid to a trust or beneficiary fund, with a possible review of the tax dispensa�on.

An alterna�ve op�on may be for the rules of re�rement funds to rather provide for children's pensions payable from the 
fund or an insurer, instead of lump sums being paid to minors in terms of sec�on 37C. Instead of a life-long pension, 
provision could be made for a living annuity type of children's pension where the capital is payable when the child turns 18 
or 25. Similar provisions with regard to the two-pot system currently under discussion could apply to cater, for instance, for 
unexpected medical expenses to be paid in addi�on to the monthly pension. The downside to this alterna�ve is that the 
capital may be depleted by the guardian/caregiver, unless there is proper oversight as administered by a beneficiary fund. 

It is clear that the discre�on of boards of management in not only determining the alloca�on of the death benefit but also 
the mode of payment to minors, is extremely difficult to exercise and places an enormous burden on the board. Even if the 
trustees apply their minds and exercise their discre�on in terms of the law, this is no guarantee that the monies will be 
u�lised in the minor's best interests. The wide discre�on boards have as to the alloca�on of the benefit as well as the mode 
of payment to minors, also makes it difficult for members to understand and do proper financial planning. Part of the 
reform of sec�on 37C of the Act, should be the considera�on of how to pay death benefits to minors.
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International pension reforms 
in Sub-Saharan Africa
Social security and pension reforms 
continue in the shadow of COVID
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Stephen Walker, consul�ng actuary, member of the 
Re�rement Ma�ers Commi�ee of the Actuarial Society of South Africa (ASSA)

The world has experienced more than two years of the COVID-19 pandemic. Interna�onally a wave of social security and 
pension reforms were introduced from early 2020 onwards to help people deal with the economic impact of the COVID-19 
pandemic.  What follows in this ar�cle are the social security and re�rement reform developments in Sub-Saharan African 
countries.

Eswa�ni
Neighbouring Eswa�ni (formerly Swaziland) introduced changes in 2020 to allow member and employer contribu�ons to 
be temporarily suspended and also to allow members of registered re�rement funds early access to their re�rement 
savings while s�ll remaining ac�ve members. 

There are however both strict criteria to be met and limita�ons of how much can be withdrawn by members. The 
withdrawal is to be paid monthly and is limited to the lower of the reduc�on in net salary and E3,000 per month. This is 
subject to both the availability of funds for the member and that the withdrawal cannot exceed 10% of total withdrawal 
benefits. Approval from the regulator is required before such payments can be made.

South Africa
South Africa is in the midst of a major social security and re�rement reform. This had already begun but the pandemic has 
intensified and sped up reforms. For example, in March of 2021, SA finally saw provident funds begin the process of being 
phased out, a change which had previously been postponed due to widespread opposi�on, but in the COVID world this 
finally happened without any significant resistance.

Prior to the pandemic, there was already a debate about whether or not a universal basic income grant (BIG) could/should 
be introduced. The South African government has used the R350 per month Social Relief from Distress (SRD) grant to 
provide financial support to those most heavily impacted on by the pandemic and has led to further debate about 
introducing a permanent grant. The debate is not only about whether or not such a grant can be afforded, with Na�onal 
Treasury saying that it cannot be afforded from a financial perspec�ve and supporters of BIG arguing that sources of 
funding can/must be found. There is also a philosophical debate about whether introducing such a benefit is the best way 
to s�mulate our economy and reduce poverty or if more market friendly approaches should be used.

Source: * Social Security Administra�on Interna�onal Updates (www.ssa.gov)
* Ins�tute & Faculty of Actuaries, Social Protec�on ini�a�ves & COVID-19 in Africa, April 2021

http://www.ssa.gov
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During the course of 2021, the debate about reforming 
re�rement fund benefits led to Na�onal Treasury releasing 
a discussion paper about a proposed “two pots” pension 
system in December 2021. The idea is that members of 
occupa�onal re�rement funds will be allowed more 
flexibility in accessing one third of their re�rement savings 
in future, without having to exit the fund. In exchange 
members of re�rement funds will be required to preserve 
the other two thirds of their re�rement savings un�l they 
re�re. The details are s�ll to be determined, but this 
proposal has been met with widespread support across 
society. 

A Green Paper on the proposed introduc�on of a na�onal 
social security fund was released and withdrawn during 
August 2021. However, the Department of Social 
Development has stated that it aims to re-issue the Green 
Paper during the course of 2022.
 
In Namibia the long awaited Financial Ins�tu�ons and 
Markets (FIM) Act was finally signed into law in 2021 a�er 
more than 10 years of development. This Act seeks to 
consolidate and harmonise the laws regula�ng financial 
ins�tu�ons, financial intermediaries and financial markets 
in Namibia. 

However, a par�cular regula�on linked to the FIMA Act has 
generated a lot of angry debate early in 2022. Currently this 
dra� regula�on aims to introduce a 75% compulsory 
pension preserva�on to Namibia from 1 October 2022 
onwards, covering both past and future contribu�ons. 
Cri�cism has included that this should not apply to past 
contribu�ons, that its preserva�on requirement of 75% is 
too high and that excep�ons should be allowed due to the 
country's high unemployment rate and low social security 
benefits available. The Namibian government has allowed a 
further period of �me for stakeholders to provide input to 
this dra� regula�on.

Trends elsewhere in Sub-Saharan 
Africa
While the developed world is trying to move on from the 
COVID pandemic, the developing world including Sub-
Saharan Africa is s�ll trying to find ways to support people in 
socie�es that were already o�en struggling before the 
pandemic.  

Nigeria introduced compulsory re�rement savings accounts 
for all employees in the informal sector as part of a major 
pension reform first launched in 2004. Due to the 
pandemic, payments of up to 25% of individual re�rement 

funds were allowed to be withdrawn if under 50 and out of 
work for at least 4 months. These payments required the 
approval of the regulator. However, this did not help the 
large informal sector whose workers are not required to 
contribute to such schemes.

Uganda has a na�onal social security fund that largely 
covers the formal sector. The fund now allows members 
who are 45 or older and have contributed for at least 10 
years to withdraw up to 20% of their money. Previously this 
op�on was only available to those aged 50 or more.

Malawi requires compulsory preserva�on of employer 
contribu�ons paid towards re�rement funds. Access is 
allowed to member contribu�ons a�er six months, this is to 
be reduced to three months. Other changes being 
introduced will allow the pledging of re�rement savings to 
secure property prior to re�rement and to allow those 
re�rement fund members 5 years or less to re�rement to 
access a lump sum payment.

Zambia has been steadily expanding its non-contributory 
social security benefit coverage over �me. The 2021 target 
was set at 994 000 households rela�ve to the 2020 target of 
700 000 households, a 42% annual increase. The monthly 
benefits were also increased by 22%, the first increase 
granted in years. The na�onal social security fund was 
already encouraging workers within the informal sector to 
start contribu�ng before the pandemic hit, this outreach 
programme has subsequently been intensified. 

African countries con�nue to wrestle with reforms that can 
be or should be introduced. Besides South Africa 
experimen�ng with a universal BIG, other countries like 
Namibia, Kenya, Zambia and Togo have all tried similar 
projects. This is par�cularly relevant in Africa due to the size 
of the informal sector in many countries, for whom 
encouraging or requiring contributory schemes is a 
challenge. 

A theme of increased flexibility around contribu�ons and 
benefits can be seen to exist, which is prevalent both in Sub-
Saharan Africa and in the rest of the developing world. This 
is one of the reasons that the planned form of compulsory 
preserva�on in Namibia has garnered such strong 
resistance, due to it going in the opposite direc�on by 
reducing flexibility. 

Roughly two thirds of countries in Sub-Saharan Africa have 
na�onal social security funds. Both the South African and 
Namibian governments s�ll seem interested in inves�ga�ng 
the possibility of introducing such schemes.
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International pension reforms in Sub-Saharan Africa - Social security and pension reforms continue in the 
shadow of COVID
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Beneficiary funds: 
A piece of the social security puzzle

David Hurford, Chief Execu�ve Officer, 
Fairheads Benefit Services

The Boards of re�rement funds have a fiduciary duty to trace and allocate sec�on 37C death benefits in a responsible and fair 
manner to the dependants of deceased re�rement fund members. Once funds have been paid to a beneficiary fund, the Trustees 
of the beneficiary fund take over the fiduciary role and have the discre�on to decide how best to distribute funds in the interest of 
the member (most o�en a minor dependant).

It is o�en challenging for Trustees to know how to op�mally distribute the benefits between regular income payments, capital ad 
hoc payments and termina�on payments, to ensure that that the child gets the best possible benefit from the money.

Based on our research and experience, what follows is guidance to both the Trustees of re�rement funds and the Trustees of 
beneficiary funds on the distribu�on of benefits once they are in a beneficiary fund. 

Background
The distribu�on of funds for beneficiary funds is constrained by the available benefit and the investment �me horizon of the 
member. Because assets in the fund are not pooled, each member is eligible to receive only their benefit.

In the early days of beneficiary funds (and umbrella trusts), distribu�on of regular income was capped at the income derived from 
the investments, that is the interest and dividends. More recently, it has been acknowledged that the income derived from 
investments is only a part of the total investment return, and that capital growth should also be considered. For this reason, 
investment models have been adapted to allow more of the benefit to be invested in higher growth assets, thereby improving the 
return profile for the member. Regular income payments are not limited to investment income received, but can come from 
redemp�on of capital when necessary.

Clearly, the more that is distributed by way of regular income payments and capital ad hoc requests, the less will be available as a 
final termina�on payment to which the member is en�tled once they reach their fund exit age. Time value of money also plays a 
role in this, because the early withdrawal of capital will leave less capital available to accumulate investment returns.

The current distribu�on model

Benefits are distributed by way of:
• Regular income payments,
• Capital ad hoc payments, and
• Termina�on payments.

E
M

P
L
O

Y
E
E
 B

E
N

E
F
IT

S



 PENSIONS WORLD SA | JUNE 2022 | pg 25

Beneficiary funds should have an approved Regular Income Policy which sets out how income is to be treated. This can be a fixed 
amount nominated by the paying fund (that is, the fund from which the benefit is received), capitalised as nominated by the 
paying fund, reinvested as nominated by the guardian or caregiver, or the beneficiary fund's own model.

Our model is an amount equal to 5% of the capital introduced, per annum, to be paid in the frequency nominated by the guardian 
or caregiver, subject to a minimum of R480 per month. The figure of R480 per month is aligned to the Child Care Grant paid by the 
State.

The guardian or caregiver can at any �me request a change to the regular income. If a reduc�on is requested, the No�onal Capital 
Budget (explained below) will be increased. If an increase is requested and approved by the Board of Trustees, the No�onal 
Capital Budget will be reduced.

The beneficiary fund should also have an approved Capital Ad hoc Distribu�on Policy which sets out the types of payments, and 
the limits of those payments, which can be paid by the Administrator without reference to the Board of Trustees.

As part of a Capital Adhoc Distribu�on Policy, beneficiary funds should consider developing a No�onal Capital Budget Model, 
which sets limits to the amount that can be drawn per year. The aim of this is to help planning and budge�ng so that the benefit 
lasts un�l the child completes schooling.

The model makes assump�ons about investment returns and infla�on¹, and sets a no�onal capital budget per year, such that:
• The capital budget can be increased by CPI each year;
• Income can be increased by CPI each year;
• The terminated benefit is equal to 30% of the amount introduced; and
• The balancing item in the model is the first capital ad hoc allocated payment.

Note that the No�onal Capital Budget does not automa�cally get disbursed but rather sets the limit that can be drawn by the 
guardian on an annual basis if needed.

In the Fund which formed the basis of our research, analysis of terminated members since 2009 with an eight-year horizon reveals 
that on average the total benefit was distributed in the propor�on 35% income, 20% capital ad hoc and 45% lump sum 
termina�on benefits. Note that on average, 132% of capital first introduced was distributed to these members (the addi�onal 
32% being the investment return).

Minimum income policy
As men�oned above, a minimum income policy should be implemented to avoid small amounts of money being paid out to 
members on a regular basis, because typically small amounts would be eroded by the costs associated with accessing these 
payments (for example, banking fees and transport fees). In se�ng the minimum income amount, the Board considered that 
aligning it to the country's childcare grant of R480 per month was a prac�cal and logical approach. It should be noted that to 
support a minimum income of R480 per month without erosion², a member must have capital of around R92 000³. 

In the same Fund, 54% of members receive the minimum income amount of R480 (or below as nominated by themselves or the 
paying fund).

All this is well and good, however the �me may have come to reconsider the way in which the Fund pays out income, par�cularly 
in se�ng the amount of minimum income. 

As a guiding principle, a beneficiary fund Board should recognise the need to ensure that as far as possible children should have 
access to⁴: 
1. Three meals a day,
2. Toiletries to be able to wash every day,
3. A visit to the doctor when ill and access when required,
4. Medicines,
5. Fees, uniform and equipment required for school, and
6. Sufficient clothing to keep warm and dry.

¹ Investment returns assumed at 6% per annum net of all costs, CPI assumed at 5% per annum
² Erosion refers to drawing down on the benefit at a greater rate than investment returns replenish the benefit and can result in the 
member termina�ng with a lower lump sum benefit than what they started with, or they may run out of funds before they reach the 
age of majority.
³ Investment returns assumed at 6% per annum net of all costs. R460 x 12 = R5 520 per annum
⁴ Barnes, H., Hall, K., Sambu, W., Wright, G., Zembe-Mkabile, W. (2017) Policy_Brief_Review of research evidence on child poverty in 
South Africa.pdf (uct.ac.za)
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Points 3 to 6 should be sufficiently addressed in the Capital Ad hoc Policy. Therefore, Regular Income Payments should be 
structured to address points 1 and 2.

In considering the minimum regular income to pay, it is desirable to pay enough to meet the basic needs described above, 
but not more than is required given the erosion of benefit which would occur. It is therefore necessary to balance a number 
of items to achieve the op�mal outcome. Some of these are:
• The cost of providing a child with their basic nutri�onal needs,
• Other social assistance grants available, and
• Supplementary household income and ability (and willingness) of the guardian or caregiver to cover some of these 

costs

The cost
The Household Affordability Index⁵ published monthly by the Pietermaritzburg Economic Jus�ce & Dignity Group (PMBEJD) 
sets out the average cost of providing a child with a basic nutri�ous diet per month. For August 2021, this was determined as 
being:

Figure - The average cost of feeding a child

Small child aged 3-9 years

Small child aged 10-13 years

Girl child aged 14-18 years

Boy child aged 14-18 years

Average for all children

R656.53

R714.80

R758.89

R858.98

R747.30

Average cost of feeding a child a basic nutri�ous diet per 
month in August 2021

The cost of feeding a family a basic nutri�ous diet per month, 
including household domes�c and personal hygiene 
products⁶, was determined as being:

Figure - The cost of feeding a family

Cost of feeding a family a basic nutri�ous diet per month 

Household size with 4 members

Household size with 5 members

Household size with 7 members

R2 930.93

R3 704.00

R5 119.42

In August 2021, families with 7 members underspent on 
basic nutri�ous food by a minimum of 17% (-R878.31).

Social grants
The South African Government provides a monthly 
grant, currently R480, for the care of children. To be 
eligible for the Child Care Grant, the applicant must:
• Be the child's primary caregiver (for example, 

parent, grandparent or a child over 16 heading a 
family),

• Be a South African ci�zen or permanent resident, 
or

• Not earn more than R52 800 per year (single 
income household) or R105 600 per year (double 
income household).

August-2021-Household-Affordability-Index-PMBEJD_24082021.pdf
Household domes�c and personal hygiene products for a family of four was determined as R748.10

5
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The child must:
• be under the age of 18 years,
• not be cared for in a state ins�tu�on, and
• live with the primary caregiver who is not paid to look a�er the child.

Both the applicant and the child must live in South Africa.

The last cross reference of data held by Fairheads and the South African Social Security Agency (SASSA) was done in 2014. At 
that �me, around 60% of the guardians or caregivers were registered as being in receipt of the Child Care Grant.

Supplementary household income
Supplementary household income must be considered in the recommenda�ons so as not to erode member benefits and 
deprive them of access to further u�lity in the form of capital ad hoc assistance and their termina�on benefit.

Simply put, where the guardian or caregiver can afford to provide for the well-being needs of the child, the fund credit should 
be preserved as far as possible and made available in the form of capital assistance payments and final termina�on benefit.

In summary, beneficiary fund Boards must recognise the need for the guardian or caregiver to receive sufficient monthly 
income from all available sources to be able to provide for the basic well-being needs of the child.

They must also recognise that paying out too much in regular payments erodes the benefit and reduces the amount available 
for capital assistance needs and the final termina�on amount payable.

As a result, the regular income payments must be set at the op�mal level so that the total income received by the guardian or 
caregiver is sufficient to meet the basic well-being needs of the child, but not more where the total capital amount will be 
unreasonably eroded.

Research suggests that the basic well-being needs of the child are per Figure 1, or on average, R750 per month.

Those families earning less than R4 400 per month (single income) or R8 800 per month (dual income) are eligible to receive 
the Child Care Grant, subject to mee�ng the other criteria as specified.

It is now up to us to harness all the resources at our disposal to ensure that every child under our care is able to have their basic 
needs met. To this end, we will work with all stakeholders to reach this goal, including the paying fund, guardian and 
caregivers and government agencies.

The bo�om line is we need to do what we can collec�vely do to make sure that children have enough to eat.
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Manie de Bod, Managing Director, 
Mentenova Consultants and Actuaries

As an employer you may want to set up group insurance for your employees, or review 
your current group insurance arrangements provided through your re�rement fund. 
One fundamental element to consider is whether to provide the group life assurance 
benefit (in other words, death benefits) via an "approved" or an "unapproved" policy of 
insurance. 

"Approved" and "unapproved" refer to whether or not the policy is approved for tax deduc�bility purposes. 

Why does it ma�er? Your choice has implica�ons for the tax treatment of death benefits and the turnaround �mes when it 
comes to paying out to beneficiaries. 

There are key differences between an approved and an unapproved group life assurance policy.
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DISCUSSION PAPER 1
Two –pot system within re�rement fundsApproved group life policy

The group life benefit from an approved policy is subject to sec�on 37C of the Pension Funds Act. This means that the 
re�rement fund trustees need to iden�fy the legal and financial dependants of a deceased employee through a detailed 
inves�ga�on, irrespec�ve of whether or not the employee had completed a beneficiary nomina�on form. 

Based on the results of their inves�ga�on, the trustees will then allocate the death benefit in a fair and equitable manner to 
the iden�fied beneficiaries. This could take many months - some�mes over a year in complicated cases - to finalise and pay 
beneficiaries.

Group life premium payments for approved policies qualify for a tax deduc�on, as part of the deduc�on allowed for 
contribu�ons to a re�rement fund. In essence, the premium does not form part of the employee's taxable income. 
However, the benefit payment in the event of death is subject to tax according to the same tax table applicable to 
re�rement benefits. 

The benefit paid out from an approved group life policy in the event of death is not subject to estate duty.

Unapproved group life policy

It is generally quicker to finalise claims for group life benefits through an unapproved policy, as sec�on 37C of the Act does 
not apply. Benefits are paid according to the beneficiary nomina�on form completed by the employee, or to the deceased's 
estate if there is no valid beneficiary form.

Group life premium payments for an unapproved policy are taxed as a fringe benefit for employees. The death benefit 
payment is then tax free but it is subject to estate duty.

There are fundamental differences between an approved and unapproved group life policy, but one is not necessarily 
be�er than the other. You should consider the needs and circumstances of your employees when deciding which type of 
group life assurance benefits would be best.

Illustra�ve example
John is an employee of ABC Resources. John's total cost-to-company salary is R150 000 per month. John qualifies for cover 
of R4.5 million under ABC Resources' group life policy, and the monthly premium for this cover is R1 000 per month, which 
is paid from John's total cost-to-company salary. John's savings in the ABC Resources Re�rement Fund totals R500 000, 
which will be paid to his beneficiaries as part of the death benefit in the event of his death. His beneficiaries will also receive 
the proceeds of the group life policy. 

*John did not belong to any other re�rement fund during his career. His contribu�on towards re�rement savings in the ABC 
Resources Re�rement Fund amounts to 10% of his total cost-to-company salary. The group life assurance premium is paid 
over and above the 10% contribu�on.

If the group life policy is an approved policy:
• The premium will have the effect of reducing John's taxable income. Based on the 2022/2023 tax tables, and on the 

basis that John's marginal tax rate is 45%, John will save R450 per month in tax. Therefore, although his premium 
payment is R1 000 per month, his net take home pay will reduce by only R550 per month a�er paying the premium. 

• In the event of John's death, a total lump sum death benefit of R5 million will become due (made up of the proceeds of 
the group life policy, plus the value of the re�rement savings), and will be taxed according to the following re�rement 
lump sum tax table on the next page:
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In John's case, the benefit of R5 000 000 will a�ract tax of R1 552 500. Therefore, a net amount of R3 447 500 would be paid to 
his beneficiaries in the event of his death. 

There will be no estate duty applicable.

If the group life policy is an unapproved policy:
• The premium does not qualify for a tax deduc�on in John's hands. Therefore, John's net take home pay will reduce by    

R1 000 a�er the premium payment.
• The benefit payment of R4.5 million from the unapproved policy is not subject to tax, and therefore, the full amount of 

R4.5 million would be paid to his beneficiaries in the event of his death. In addi�on, an amount of R500 000 would be due 
from the ABC Resources Re�rement Fund, which is subject to the re�rement lump sum tax table above. As this amount 
does not exceed R500 000, no tax is payable. Therefore, a net amount of R5 million would be paid to his beneficiaries in 
the event of his death. 

The policy proceeds (R4.5 million) would, however, be included in his estate for the purpose of calcula�ng estate duty 
(however, if the benefit is paid to the spouse of the deceased, a deduc�on is allowed for estate duty purposes, which has the 
effect of no estate duty being payable).
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Taxable Income (R)

1 - 500 000

500 001 - 700 000

700 001 - 1 050 000

1 050 001 and above

Rate of Tax

0% of taxable income

18% of taxable income above 500 000

36 000 + 27% of taxable income above 700 000

130 500 + 36% of taxable income above 1 050 000
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WEALTH SERVICESOur wealth of 
experience in finance 
will pay the best dividends.

For more informa�on, please visit our website, www.icts.co.za or contact: 

Emile Hugo on +27 73 144 2243 or hugoe@icts.co.za

As an established business, together with the vast experience of the 

execu�ve management in the financial services industry, we are well 

posi�oned to provide affordable support and financial advice for individuals 

and businesses focusing par�cularly on:

Wealth Management

Financial Planning

Local and Offshore Investments

Life Assurance

Estate Planning

Tax Planning

We have expanded our service offering into the financial services arena in 

South Africa with the introduc�on of ICTS Wealth.
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Russia's war on Ukraine is 
shifting the investment 
landscape

Philip Saunders, Co-Head of Mul�-Asset Growth at Ninety One

While the full impact of the Ukraine crisis on the global economy and markets is unknown, much like the 
Covid crisis, several major medium and longer term themes are now readily discernible. In a European 
context, energy and defence policy is in the process of changing profoundly. Reliance on Russia as an energy 
supplier will be reduced sharply and materially, whatever the shape of the eventual resolu�on of the 
conflict. In retrospect, the extent of reliance on a personalised dictatorship for essen�al raw materials will 
seem extraordinarily misguided. To his credit, Merkel's replacement as Chancellor of Germany, Olaf Scholtz, 
recognised the need to drama�cally shi� policy and double down on renewables and the alleged Bucha 
atroci�es will have now silenced any con�nued resistance to a radical shi�. 

The extent of Europe's wider challenge can be seen from the numbers. Since the beginning of the war, EU na�ons have paid 
Pu�n's Russia over 35 billion-euros in energy payments; by contrast, Ukraine has received one-billion-euros in arms and 
weapons. The other volte face was in defence spending. European delegates were recorded laughing at the July 2018 NATO 
summit while then President Trump lectured them on the need to fulfil their defence commitments and described them as 
'cap�ves of Russia' given their current and projected reliance on Russian oil and gas. Germany is now commi�ed to double 
defence spending and non-aligned Sweden has announced that its defence budget will rise to 3% of GDP. The peace dividend 
is well and truly a thing of the past. Increased expenditure will be financed with debt on a pan EU basis, following the 
precedent of the Covid recovery funds, which will take the EU further down the path of monetary union.

China is in an uncomfortable posi�on given Xi's announcement of the country's 'no limits' partnership with Russia on           
4th February – just 20 days before the Russian invasion of Ukraine. The full consequences for China of its close associa�on 
with Russia are yet to be determined but those of America's willingness to 'weaponise' its currency via the blocking or 
confisca�on of reserves and exclusion from SWIFT, the dollar payment system, are clear. Geostrategic impera�ves will force 
China to permit a more rapid interna�onalisa�on of its currency and develop an alterna�ve payments mechanism. Other 
na�ons are likely to abet such developments to reduce their reliance on the US currency and payments systems. Saudi Arabia, 
for one, has recently been nego�a�ng with China to accept oil payments in Renminbi, avoiding the need to transact in US 
dollars. 

At a stroke, the momentum behind de-dollarisa�on, has received a material boost. This is not to imply that the dollar's 
dominant posi�on will be supplanted in the near future, as it is too deeply embedded in the world's trading system for that, 
but this probably marks the peak of the dollar era, and America's 'exorbitant privilege', to use former French President 
Giscard d'Estaing's apt expression, of having first call on the world's savings will progressively be eroded. 
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Craig Pheiffer, Chief Investment Strategist, Sasfin Wealth

Climbing the 
wall of worry

Quite apart from the costs associated with figh�ng the 
pandemic, the restricted movement of people le� buildings 
and factories empty, and the gears of the global economy 
slowed to a snail's pace. The Chinese economy that had been 
growing at around a 6% pace in the previous years slowed to 
growth of just 2.3% in 2020. That posi�ve growth was an 
excep�on on the global stage with most of the rest of the 
world falling into recession. The US economy contracted by 
3.4% in 2020 a�er growth of 2.9% and 2.3% in 2018 and 
2019, respec�vely. The Euro Area economy shrank by 6.4% 
a�er idling along at a 1.2% - 1.9% pace while the UK 
economy slid from 1.3% growth in each of the previous years 
to a contrac�on of 9.4% in 2020. The trend was universal 
with the global economy shrinking by 3.1% in the first full 
year of the pandemic a�er growth of 2.9% in 2019 and 3.6% 
in 2018.

Monetary and fiscal authori�es around the world came out 
with guns blazing. The fiscal authori�es began spending and 
literally gave money away to help keep businesses and 
households afloat as they hunkered down behind closed 
doors. Central banks cut interest rates as much as they could 
and in the developed world that meant policy rates of zero 
percent in many instances. With no further ammuni�on in 
their interest rate arsenal, central banks turned to buying 
assets in the open market. Their inten�on was to keep 
market interest rates low and to provide substan�al amounts 
of liquidity to the financial system in the hope that 
households and businesses would borrow more and then 
spend more. With money and credit so easily available, the 
inten�on was to drive up demand for goods and services 
with that demand spurring greater manufacturing and 
produc�on to meet that demand and thereby keeping the 
wheels of the economy turning.

The unprecedented amount of accommoda�ve fiscal and 
monetary policy had the desired result and the global 
economy bounced back with growth of 5.9% in 2021. The 
base of the previous year was clearly lowered by the broad 
global recession but economies around the world recorded a 
posi�ve spike in growth in 2021. The US economy grew 5.6%, 
the Euro Area economy bounced back by 5.2%, the UK 
economy recorded growth of 7.2% and the Chinese 
economy expanded at an 8.1% pace. A�er the big collapse in 
2020 and the subsequent rebound in 2021, economic 
growth rates had started to return to pre-pandemic levels. In 
2022 growth is expected to moderate somewhat before 
returning to pre-pandemic levels of economic expansion in 
2023. That's the base case expecta�on, but there are a 
number of unknowns that could impact that result.

Infla�on has risen drama�cally across the globe and the 
success of all that easy policy is just one contribu�ng factor. 
As economies have rebounded, the increase in demand has 
impacted prices, par�cularly in the commodity arena. 
Infla�on has also been exacerbated by the shortage of goods 
and low inventory levels in a growing demand environment. 
With produc�on stoppages due to the pandemic lockdown, 
certain components and inputs into produc�on processes 
have been in short supply and that has reverberated all the 
way down the supply chain. The most headline grabbing 
shortage has been in semi-conductors with computer chips 
being more and more in demand as technology has 
advanced over the years. Apple has highlighted the impact of 
chip shortages on in its produc�on of the iPhone 13 and the 
new PS5 Playsta�on is hard to come by for the same reason. 
With computer chips in so many manufactured goods these 
days, shortages in the finished goods have driven up prices 
as demand has grown.

Economies around the world were quietly going about their business in 2018 and 2019 before the 
pandemic struck and governments moved quickly to lock down their ci�zens and prepare for the 
impending wave of infec�on.
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The invasion of Ukraine by Russia and the resultant 
sanc�ons on Russian goods has further fuelled the 
infla�on fire. Energy prices and other commodity prices 
have firmed up again on fears of reduced global supply as 
Russian output is excluded from the mix. Around the 
world, higher prices were first felt at the producer (input) 
level but as pressure on costs mounted, producers were 
forced to push up their prices, driving consumer price 
infla�on higher. With so�er demand in South Africa, 
consumer price infla�on has been impacted to a lesser 
degree than in economies such as the US where 
consump�on demand is much stronger. The latest 
reading of consumer price infla�on in the US was a mul�-
decade high of 7.9% with readings of 6.2% in the UK and 
4.2% in the Euro area – all well above the 2.0% level 
targeted by central banks. Energy prices have been the 
key driver of infla�on, but higher food prices have also 
had a nega�ve impact and the Russian invasion of Ukraine 
has only made ma�ers worse. The Russian economy 
ranked 11th in size in 2019 according to IMF data (and 
smaller than that of the US states of California and Texas) 
and the global impact of the Russian invasion is more 
centred on Russia's exports than the absolute size of its 
economy. In 2019, 61% of Russia's exports were energy 
related and Europe has long had a major dependency on 
Russian gas. Agriculture amounted to 7% of exports, 
highligh�ng Russia's importance as a supplier of goods 
such as wheat (Russia being the world's largest producer).

With rampant infla�on, central banks have had to quickly 
revise their approach to “normalising” monetary policy. 
For a long �me, the US Federal Reserve held that infla�on 
was “transitory” and that there was no need for an urgent 
and drama�c policy response. As infla�on persisted and 
grew well beyond expecta�ons, the need to �ghten 
monetary policy became more urgent. The Fed's monthly 
asset buying programme (“Quan�ta�ve Easing” or “QE”) 
was fast tracked to zero monthly purchases and interest 
rates were hiked. Not too long ago the expecta�on was 
that interest rates would only rise in the US in 2023 but 
now the debate is around how many 50-basis point hikes 
the Fed will push through this year. The US Federal 
Reserve is not alone in looking to expedite policy 
�ghtening but it has certainly taken the lead. The 
�ghtening bias is widespread but there are one or two 
global excep�ons, notably China where the authori�es 
are more inclined to provide accommoda�ve policies 
such as lower interest rates to drive growth higher and 
raise the well-being of its people.

Higher infla�on, the Russian war on Ukraine and the fast 
tracked removal of extremely accommoda�ve monetary 
and fiscal policies are just some of the uncertain�es that 
investors currently have to deal with. The increased 
oversight of some of China's largest companies by 
regulators has also heightened investor angst. The giant 
technology, media and retail pla�orm companies have 
borne the brunt of Chinese regulatory scru�ny and the 

uncertainty over current and future policy direc�on has 
seen investors dump the big market favourites and 
winners of yesteryear. It's not the end for the Chinese 
mega capitalisa�on technology stocks and the regulatory 
scru�ny may be running its course but there doesn't 
appear to be a near term catalyst for a sharp rebound in 
their share prices.

Another current headwind for markets relates to 
corporate earnings growth. The economic rebound of 
2021 li�ed earnings growth drama�cally (off an 
extremely low base) and that is not going to be repeated 
in 2022. From global earnings growth of around 50% in 
2021, earnings are forecast to grow at a pace 
approxima�ng 8% this year. That's a far cry from last 
year's growth rate but it's posi�ve, nonetheless. That 
should support growth in the equity markets this year, 
albeit substan�ally lower than the heady gains of 2021.

Lower corporate earnings growth, �ghtening monetary 
policy, poten�ally less accommoda�ve fiscal policy, the 
Russo-Ukraine war, rampant infla�on, a lingering 
pandemic, �ghter Chinese regulatory oversite and weak 
east-west rela�ons don't make for an en�cing equity 
market cocktail. Not only have we not fully overcome the 
health crisis yet, but more crises have been added to the 
current market “wall of worry”.

The equity market has seen many crises before and just 
this millennium the market has had to deal with the 
burs�ng of the dotcom bubble, 9/11, the Enron/ 
accoun�ng scandal, the SARS virus, the Global Financial 
Crisis and Great Recession, the Greek economy bailouts, 
the Donald Trump elec�on shock (and the whole four year 
term), Brexit, global trade wars, the Zuma tenure and the 
two finance ministers in two days debacle, the COVID 
lockdown and recession and now the Russian invasion of 
Ukraine. Over the course of these 21 years the market has 
grown by 794%, that is an annualised pace of 10.47% p.a. 
Infla�on was up 229% over the same period for an 
annualised infla�on rate of 5.57% p.a., to leave the real 
returns of the index up 4.9% p.a. Adding an approximate 
3% p.a. dividend yield gets you close to a real total return 
of almost 8% p.a. That's a good return if one considers all 
that the world and the markets have had to digest over 
the period. There is always the caveat that past returns 
are not indica�ve of future returns but we have learned 
the principle that inves�ng in the equity market with all its 
short term vola�lity pays off with a longer term mindset. 
Crises come and go and impact the markets nega�vely for 
days, weeks, months and even years some�mes but 
staying the course and not trying to �me entry and exit 
points pays dividends (pun intended) and grows capital.

Climbing the wall of worry
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What should 
retirement funds 
consider before 
increasing their 

offshore exposure?

Sonja Saunderson, Chief Investment Officer, Momentum Investments

February 2022 marked a big change in the industry when the Minister of Finance released 
documents allowing all insurance, re�rement and savings funds to increase their offshore 
exposure to 45% including the 10% African allowance. But what should re�rement funds 
consider as part of the decision to increase their offshore exposure?

This is an excellent opportunity for members of re�rement funds to get more exposure to diversified opportuni�es worldwide. 
Different asset classes, regions, countries and industries can be explored that are not dominant in South Africa (SA) and can very 
effec�vely diversify risks and could lead to be�er returns compared to a local-only por�olio.

However, the new limits also bring an addi�onal level of risk that trustees and re�rement funds need to be aware of. This 
effec�vely reduces the home-biased-restricted investment universe that is well researched and understood by SA investment 
managers to a broader universe with many mul�ples of investment opportuni�es compared to those in SA. Therefore, you need 
to make sure your service provider has the research and resources to understand this much deeper and broader opportunity set 
well. Consequently, this also increases the selec�on risk for re�rement funds, when it comes to appoin�ng investment managers. 

Greater responsibility on trustees and other stakeholders
Re�rement funds in SA are typically created on the assump�on that their SA-based members will re�re with their re�rement 
savings in SA and that their purchasing power will need to be maintained and grown in SA terms. Put differently, the liability 
basket that needs to be matched from an investment management perspec�ve is typically more SA based. If up to 45% of your 
investments are allocated to offshore, is it likely to match the typical member in a re�rement fund's liability profile? It could, but a 
lot more work will need to be done to make sure an appropriate asset class strategy is formulated to match the required member 
liability profile. This places a greater responsibility on the en�re value chain (trustee, consultant, pensions valuator, mul�-
manager and investment manager) to understand the exact requirements from a member perspec�ve, as well as to understand 
what the appropriate assumed risks are and how they are likely to affect the members' ul�mate re�rement outcome. 
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What should re�rement funds consider before increasing their offshore exposure?

Another important point to note is that the typical balanced investment manager in SA has, to a large extent, almost been 
protected by a home-biased legisla�ve environment and tradi�onally they have been very peer centric. It was less about the 
exact matching of a re�rement fund liability profile, but more about whether investment manager X was performing be�er than 
investment manager Y and to try and do so consistently with the biggest margin. 

More client awareness to the benefit of re�rement funds
The change to offshore limits could require investment managers to be less peer aware and more client aware, which will 
ul�mately be to the benefit of re�rement funds. Investment managers also now have a much bigger 'toolbox' to select from 
offshore and the risk of their investment returns diverging from each other becomes bigger. There will therefore be a greater 
onus on investment managers to 'earn their keep' by proving they have the same ability to select shares in a much broader 
universe. This could ul�mately mean that returns will vary significantly between investment managers, and that re�rement 
funds and their trustees will need to more carefully select the best investment manager to suit their members' required 
outcomes. 

Currency risk is no doubt a much bigger considera�on, when 45% of your por�olio will be affected by its vola�le nature. Although 
currency risk and macro events affec�ng the predominantly resource-based local economy is not new to SA investment 
managers, there will be more moving parts and poten�al risk for vola�lity. Consider, for instance, how much a por�olio invested 
in small cap US stocks compared to one invested in Chinese tech stocks, could be ge�ng very different return outcomes over 
�me in rand terms, purely based on the currency differences. Some investment managers are therefore specula�ng to use more 
currency hedges to minimise this risk. This may be a more prudent approach if your liability is also a rand-based liability, but then 
there is a long term risk of the rand deprecia�on rela�ve to hard currencies (like the US dollar and Euro) that a por�olio could be 
losing out on. Not only currency risk, but the whole basket of risks could be affected. It therefore becomes more crucially 
important for trustees, their advisers and service providers to be�er understand and consider the overall risk budget and the 
effects thereof on the por�olio. 

Trustees and re�rement funds also 
have the responsibility to their 
members of not only thinking about 
return and risk, but also the overall 
outcome when they re�re one day. 
Effec�vely an outcome also talks to the 
state of the SA economy that someone 
will re�re into, the state of the na�on 
and the state of the environment as 
well as society when they re�re. To this 
point, the environmental, social and 
governance (ESG) considera�ons from 
an SA perspec�ve also needs to be 
considered. If a member in a re�rement 
fund is likely to need to use a health 
system, road and infra-structure in SA 
when they re�re, should re�rement 
funds not balance the wallet for 
offshore diversifica�on and return 
benefits  with  the  societal  and 
environmental requirements when 
spending the wallet more carefully? 

Intui�vely, it may seem like an obvious move for re�rement funds to invest more offshore. We support the increased offshore 
exposure, as this allows us to incorporate a greater investment opportunity set and prospect of greater diversifica�on benefits 
into our por�olios.  

However, it is clear that there are wider reaching systemic risks and implica�ons that will need to be carefully considered. The 
change will increase the gap between the winners and the losers, and there will need to be a bigger focus on members' outcomes 
from a risk, return, �me frame and overall liability perspec�ve. It is likely to move the industry further away from a herding peer-
rela�ve perspec�ve that also has big implica�ons for selec�on of investment managers and to the appropriate formula�on of 
strategies for re�rement funds. The change in limits is also a great opportunity for the industry to become more member-centric. 

Because, ul�mately, re�rement savings is personal.
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Think twice before increasing 
your offshore asset allocations

Urvesh Desai, Por�olio Manager, 
Old Mutual Investment Group

Local investors may be tempted to have an 'everything 
offshore' mindset following the relaxa�on of foreign exchange 
controls by Na�onal Treasury to allow regula�on 28 compliant 
funds to invest up to 45% of their assets offshore. However, the 
op�mal global exposure for a standard regula�on 28 
compliant balanced fund is closer to 35%, with investors being 
be�er off exercising cau�on when making the decision to go 
offshore, given that achieving the op�mum balance of 
offshore versus onshore exposures across cash, bonds, equity 
and property asset classes can be a complex considera�on.

With this in mind, there are four main arguments for diversifying a por�olio offshore.

First, investors can gain exposure to more companies and industries than are available locally. The local equity market is 

concentrated in the financial and mining industries with virtually no exposure to technology industries like semiconductors, 

hardware, so�ware or even biotech. The second argument centres on diversifica�on and spreading your risk among many 

economies, countries and currencies. In par�cular, investors enjoy the security that comes from holding assets in hard 

currencies such as the Euro, Pound or US dollar. Third, investors believe they can poten�ally earn higher returns globally than 

are on offer locally. And finally, there is the no�on that taking on greater offshore exposure reduces risk.

We all agree that por�olio diversifica�on makes sense, but few appreciate how much of a diversified por�olio's 

outperformance derives from the rela�ve performance of the rand versus offshore currencies rather than asset alloca�on. A 

South African investor's experience of global assets is therefore significantly impacted by the rand, which can be par�cularly 

vola�le.

For example, when a South African investor has a large propor�on of assets invested globally, and the rand depreciates, 

returns on these global assets in rands are boosted. But when the rand appreciates, returns on these global assets can be 

significantly depressed, pulling the por�olio down.
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Therefore, while it can be temp�ng to invest up to the offshore limit, determining op�mum offshore versus onshore 

exposures in the context of rand vola�lity can be challenging. 

This is especially important for conserva�ve funds or investors who want to preserve capital over the short term. For these 

risk averse investors, the op�mum global asset alloca�on tends to be much lower than the regulated cap and one cannot 

afford to introduce too much capital vola�lity through foreign currency exposure. 

In addi�on, conserva�ve por�olios also require less diversifica�on to deliver on their return mandates as they tend to have 

a lower exposure to risky assets anyway. 

Our team has carried out extensive analysis that assessed the impact of the new allowances on op�mal asset alloca�ons 

across por�olios. We used an approach that is a blend of art and science, employing both fundamental and quan�ta�ve 

elements to our decision making, using decades of asset class returns data. 

The key take-out from this analysis is that the op�mal global exposure for a standard regula�on 28 compliant balanced fund 

is around 35%. This is the case even though the global exposure can now go up to 45%. Having higher global alloca�ons 

actually compromised the risk-return characteris�cs of the fund. 

While the higher offshore limit allows for much greater flexibility in asset alloca�on, it does not itself jus�fy immediately 

moving global asset alloca�ons up to the maximum offshore limit. Pension fund trustees and other decision makers must 

proceed on the basis that even when making changes to a fund's sta�c asset alloca�ons, this is an ac�ve decision that will 

materially impact the returns achieved by their por�olios. 

Being able to allocate a larger propor�on of assets globally increases the flexibility that investment por�olios have, but 

trustees must remain mindful that the vola�lity created by changing currency exposures can compound any bad asset 

alloca�on decisions.

Many investors and decision makers can have short memories and poor track records when a�emp�ng to make calls on 

expecta�ons of rand strength or weakness. In 2006/7, following a strong performance by the rand against the dollar, 

investors were reluctant to go offshore. 

Consequently, their por�olios were too exposed to the rand during the subsequent mul�-year decline. The reverse took 

place following the rand's strong decline over 2015. A�er the rand had weakened already, investors wanted to then move 

assets offshore. The rand subsequently strengthened by more than 30% in the next two years. 

Deciding to move more assets offshore is not only making a call on global assets versus South African assets, but also a call 

on the rand. Trustees should consider what the op�mum sta�c alloca�ons are for their funds but keep in mind that, while 

these alloca�ons are useful for framing what level of alloca�on is likely to be successful over 20- and 30-year �me horizons, 

these alloca�ons take no cognisance of the current investment environment or level of the rand and other investments. The 

actual asset alloca�ons of funds should be based on the outlook for asset classes as well as the currency. This considers both 

the investment environment and financial market valua�ons, or price. 

Presently, this requires structuring por�olios to be cognisant of global liquidity �ghtening; interest rate hikes and higher 

yields in the US; the ongoing rota�on out of growth stocks; high valua�ons of US equi�es, as well as the a�rac�veness of 

valua�ons of South African bonds and equity among other factors.

Think twice before increasing your offshore asset alloca�ons
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DO GREAT THINGS EVERY DAY

INVESTMENT GROUP

Old Mutual Investment Group (Pty) Ltd is a licensed financial services provider. *Awarded Best ESG Responsible Investor – Africa 2021,  
by Capital Finance International (https://cfi.co/).

INVEST FOR A FUTURE  
THAT MATTERS – TOGETHER 
How we invest today will determine our tomorrow – a future shaped by the choices we make 
together. It’s these decisions that have the power to impact our world. That’s why we place  
environmental, social and corporate governance (ESG) at the heart of everything we do.  
Because by investing in what matters most, we can achieve sustainable, long-term returns  
for you and create opportunities for generations to come.

Invest with Af rica’s most responsible investor.* 
Visit oldmutualinvest.com/institutional to invest for a future that matters. 
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The investment case for 
inflation linked 
bonds

Francois van Dijk, CFA, Chief Investment Officer and Execu�ve Director, Mentenova

South Africa saw the formal introduc�on of infla�on-linked bonds (ILBs) into the domes�c 

listed bond market in March 2000, with the introduc�on of the R189 with a real coupon of 

6.25% (matured 31 March 2013).

Before that, infla�on-linked instruments were trading in the domes�c market, but those trades occurred primarily in the 

unlisted debt market dominated by local banks. 

Ini�ally, ILB auc�ons were monthly and auc�on sizes were small, which meant the purchase of these bonds was a buy-and-

hold strategy. However, the domes�c listed infla�on-linked market has experienced significant growth since then and auc�on 

frequency and size increased over �me.

According to the JSE's market sta�s�cs, the listed ILB market in SA is now R620bn deep, with issuance dominated by the 

government (R521bn). Banks and SOE's make up the remaining issuance, with each sector making up approximately R50bn of 

issuance. Issuance of ILBs in the unlisted space con�nues, but the size there remains rela�vely small. 

ILBs are less liquid than conven�onal government issued nominal bonds, but the government issued ILBs are more liquid than 

most corporate bonds. An average of R14bn of government issued ILBs was traded on a monthly basis in 2017 and 2018. The 

market for ILBs has developed to such an extent that investors, especially investors with infla�on linked investment goals like 

re�rement funds and medical aid schemes, can consider it a separate asset class and make a separate fixed income asset 

alloca�on rela�ve to nominal bonds and cash.

An infla�on-linked bond is a bond in which payments of interest income and the principal 
are related to the Consumer Price Index. 

This feature provides protec�on to investors by shielding them from changes in underlying 
infla�on. The bond's cash flows are adjusted to ensure that the holder of the bond receives a 
known real rate of return.
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Why are infla�on linked bonds a great asset for targe�ng infla�on linked 

investment goals?

ILBs give investors a tool that effec�vely offsets the threat of high infla�on to stable and predictable investment returns. The 

principal and interest payments of ILBs are adjusted by changes in the consumer price index (CPI). 

A dis�nguishing and posi�ve characteris�c of ILBs in a defla�onary scenario is that the government guarantees that the 

investor will not receive less than the original principal amount at maturity. In effect, government would be paying a higher 

real return than that originally promised.

ILBs have three major sources of return: 

The infla�on carry is the return component that makes ILBs such an ideal asset class for pension funds and medical aid 

schemes. It is an especially beneficial asset class to have exposure to when infla�on remains stubbornly high or is rising. In a 

country like South Africa a structurally high infla�on rate (the SARB targets an infla�on rate of between 3% and 6%), the 

infla�on carry ensures that the value of the ILBs is not eroded by infla�on. The other benefit of this infla�on carry is that you 

earn it over the life of the bond. What that means is that if a bond issued in 2016 pays a coupon in 2022, the coupon will be 

adjusted by the infla�on rate from the date of issue of the bond to the payment date of the par�cular bond. This will apply to 

all coupon payments received over the life of the bond as well as the capital repayment when the bond matures.

The sources of return increase when you add yield enhancement from credit assets to the por�olio. 

The real yield of an ILB represents the growth rate of purchasing power earned by holding the security to maturity. The yield 

realised by holding ILBs to maturity depends on the average level and trajectory of infla�on over the life�me of the bond. For 

ILBs, changes in real yields determine capital gains or losses if the bond is not held to maturity. The real dura�on of ILBs is not 

a measure of ILBs' exposure to changes in nominal yields.

What this means is that even though the ILBs o�en have a higher dura�on, ILB yields move far less than conven�onal yields, 

reducing some of the interest rate risk on the bonds. This is because they are only exposed to the real component of interest 

rate changes and not the infla�on component.

ILBs pay infla�on adjusted returns, have low vola�lity and have a lower correla�on of returns with nominal bonds, cash and 

other assets. This means investors targe�ng CPI targets benefit by adding ILBs to their por�olios even when expected break 

even rates are equal to calculated break even infla�on rates. In this way, the investor will gain by reducing total risk in 

por�olios.

In general, there are 3 scenarios that warrant a strategic realloca�on to ILBs:

1. Moving out of low yielding assets such as cash to capture higher real returns without increased risk.

2. In an equity or mul�-asset por�olio to reduce the alloca�on to riskier assets such as property as a defensive tac�c in 

order to reduce the probability of a shor�all in vola�le environments (as opposed to increasing alloca�on to defensive 

stocks).

3. Asset-liability management for LDI strategies.

The investment case for infla�on linked bonds

CAPITAL COMPONENT ACCRUAL COMPONENT INFLATION CARRY
Capital gains and losses 

arising from movements 

in the real yield (gain or 

loss only realised if the 

bond is  not held to 

maturity).

Interest accrual based 

on the real coupon rate.

A n n u a l i s e d  r a t e  o f 

change in infla�on.
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ILBs are a dis�nct asset class from nominal bonds because of their unique characteris�cs. They are an important way to 

protect capital from infla�on over �me. They also have other benefits that warrant their addi�on to an investment 

por�olio on either a strategic or tac�cal basis. 

As at the start of 2019, South African Government issued ILBs are yielding between 2.96% (for the R212) and 3.36% (for 

the I2050).

These real yields make them a very a�rac�ve asset class for investment por�olios targe�ng real returns of 3% - 4% per year 

and our research shows that ILBs should form a big part of the asset alloca�on of these investment por�olios. 

Ac�ve vs passive management and fundamental vs market weighted indices

The ac�ve vs passive and the fundamental vs market weighted indexa�on discussion originates from the percep�on that 

these strategies can only be used mutually exclusively. It misses the point that there are mul�ple ac�ve decisions that 

must be made to generate the outcome investors are interested in a�aining.  Yes, this includes the decision on where to go 

ac�ve and where to go passive. But a mul�-asset solu�on also requires ac�ve decisions in alloca�ng assets, finding the 

right securi�es to harvest various risk premiums, hiring the right managers, and dynamically responding to changing 

market condi�ons. 

A carefully designed por�olio may very well contain a combina�on of ac�ve and passive investments – but only if they 

make sense in terms of the por�olio goals and an investor's desired outcome.  

Re�rement funds and medical aid schemes are encouraged to consider the track records and fees of investment managers 

as they relate to ILBs and weigh these when considering the pros and cons of ac�ve management vs a passive index 

tracking solu�on.

The investment case for infla�on linked bonds
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Retailers facing slowdown after 
strong post-Covid recovery

Damon Buss, Equity Analyst, M&G Investments

 

Consumer spending jumps post-crisis
While consumer incomes were impacted by job losses and reduced working hours during the pandemic, there were other 
offse�ng factors that resulted in disposable incomes remaining rela�vely robust. These included: the inability to buy goods 
and services in restricted categories (liquor, entertainment, etc.); substan�ally reduced travel costs (due to work-from-home 
requirements and restricted holiday travel); addi�onal government grants; and the 300-basis point (bp) reduc�on in interest 
rates (posi�ve for mortgage and vehicle lease costs). South Africans are not known for being par�cularly good savers, and 
hence consumer spending in the food, apparel and drug retail categories recovered quickly, as illustrated in Graph 1.

Graph 1: Strong rebound in retail sales in South Africa

Over the past two years, retailers' share prices have recovered far 
be�er from the Coronavirus crisis than ini�ally expected, as 
earnings for most rebounded rela�vely strongly and have 
exceeded their pre-pandemic levels of 2019. Those investors who 
bought their shares during the market downturn were well 
rewarded, but that performance is not likely to be sustainable for 
most in the face of gathering headwinds for SA consumers.

Source: StatsSA

140.0
130.0
120.0
110.0
100.0

90.0
80.0
70.0
60.0
50.0
40.0

9.0%

8.0%

7.0%

6.0%

5.0%

4.0%

3.0%

2.0%

1.0%

0.0%
Jan       Feb      Mar     Apr      May     Jun        Jul       Aug      Sep      Oct      Nov      Dec

2021 vs 2019 (rhs)          2019             2020            2021

Total Retail Sales (Rbn)

IN
V

E
S
T
M

E
N

T
S



 PENSIONS WORLD SA | JUNE 2022 | pg 47

Retailers facing slowdown a�er strong post-Covid recovery

Retailers' earnings recovery was driven by a combina�on of strong revenue growth and judicious cost management. The 
companies also experienced a swi� improvement in margins, both at the gross and opera�ng profit levels. Strong pent-up 
demand and reduced stock levels (due to disrupted global supply chains) enabled retailers to promote less and make more 
full-price sales, boos�ng gross profit margins. At the same �me, from an opera�ng expense perspec�ve they used the 
opportunity to become far more efficient by exi�ng poorly performing space, nego�a�ng significantly lower rentals, 
ra�onalising product ranges and reducing head count where possible. The 300bps of interest rate cuts substan�ally 
reduced net finance costs. This combina�on of factors resulted in earnings recovering far quicker than consensus 
es�mates.

Back to SA's low-growth reality
Now, with very few pandemic restric�ons s�ll in place, consumer spending pa�erns have largely returned to their pre-
pandemic norms. The tailwinds of the bounce-back from Covid-19 are largely behind us, and headwinds are building, 
making us increasingly concerned about the level of consumer spending going forward and the impact this will have on 
retailers' earnings rela�ve to consensus expecta�ons. The headwinds which concern us the most are:

• Unemployment con�nues to escalate: companies have cut costs and become more efficient with less staff, and others 
are wary due partly to restric�ve labour laws. 

• Without employment growth, companies' aggregate gross earnings are unlikely to grow in real terms, as salary 
increases are generally pegged to infla�on and government has budgeted increases of 1.8% for the next three years. 
Government's ability to increase grants will also be constrained when commodity prices normalise and the super-taxes 
currently being paid by the mining companies reduce.

• Infla�on is expected to rise, with upside risks to consensus expecta�ons given the impact the Russia/Ukraine war is 
having on global food and fuel prices. This will further erode consumers' disposable income. 

• The interest rate hiking cycle is well underway. The SA Reserve Bank has already raised the repo rate by 75 basis points, 
and the market consensus is expec�ng another 100 basis points in each of 2022 and 2023, which would almost fully 
reverse the 300 basis points of cuts during 2020. As mortgage payments are the largest component of consumers' 
monthly expenditure, these rate hikes will have a material impact on disposable incomes.

There are three ways a retailer can grow its sales: market growth, expansion (organically or acquisi�vely) and market share 
growth (in other words, out-compe�ng). For the reasons stated above, SA is a low-growth market. Therefore, to grow their 
sales at a reasonable rate, retailers must either expand organically through rolling out new stores (like The Foschini Group in 
SA and Australia) or acquisi�vely (such as Mr. Price buying Power Fashions and Yuppie Chef in 2021). An acquisi�ve strategy 
can deliver growth quickly, but has a high risk of not delivering the forecast returns on the capital deployed (a lot of capital 
has been destroyed by SA businesses following this strategy). The third growth avenue, taking market share by out-
compe�ng peers, is extremely challenging to do consistently in the highly compe��ve retail sector. 
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Not just bricks and mortar: the environmental 
and social impact in listed property 

Lesiba Ledwaba, Head of Property Por�olio 
Management, Ashburton Investments

However, over the past few years there has been a growing focus on aspects 
related to Environmental, Social and Governance (ESG) when it comes to 
property investments, with emphasis par�cularly placed on the 
environmental part. 

According to a World Green Building Council global status report, buildings 
and construc�on together account for 36% of global final energy use and 39% 
of energy-related carbon dioxide (CO2) emissions when upstream power 
genera�on is included. The energy intensity per square meter (m2) of the 
global buildings sector needs to improve on average by 30% by 2030 
(compared to 2015) to be on track to meet global climate ambi�ons set out in 
the Paris Agreement. This is why there is a push towards a net zero emission 
strategy adop�on by property owners. 

The listed property sector has certainly made inroads when it comes to the 
environmental component, which was o�en necessitated by unreliable 
water and unsustainable electricity price increases from local government 
and/or Eskom. It's for this reason that landlords have had to adopt 
technology and invest in infrastructure that provides more efficient and 
environmentally friendly use of resources such as water and electricity.   
                                          
Examples include:
• Building management systems that monitor and manage water and 

electricity consump�on – some of these have been adopted for a 
number of years but the technology con�nues to advance/improve.

• At a grander scale, the roll out of renewable energy projects by various 
funds is being accelerated following the increase in the self-genera�on 
cap from 1MW to 100MW.  

Despite obvious benefits to the environment, there is also a financial benefit 
as the cost of new technology declines and becomes more efficient rela�ve to 
tradi�onal sources of supply and methods. For example, a typical solar PV 
project is now reported to yield an a�rac�ve 20% to 25% return on cost.

The Coronavirus pandemic has heightened the focus on ESG and put a greater 
focus on the S in ESG. 

Listed property is an asset 
class that has delivered 

steady income as well as 
capital growth over the 

long term. The 
predictability of income 
streams from underlying 

proper�es is fundamental 
to the investment merits 
and returns of this asset 

class and naturally informs 
the investment decision 

making process. 
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This is especially relevant and important in a country like South Africa (SA) which faces significant socio-economic 
challenges. Since the start of the pandemic, the SA listed property sector has been at the forefront of providing substan�al 
relief to small businesses and tenants in order to support jobs and ensure the survival of these businesses through the 
various lockdowns and waves of the pandemic. The SA REIT Associa�on es�mates that the listed property sector has so far 
provided rental relief of c.R3 billion.  

What is o�en not clearly ar�culated is that property has always had a strong social u�lity, much of which is intangible and 
difficult to quan�fy. Think of mankind's basic need for shelter which is catered for by the residen�al developments in the 
inner ci�es as well as high-end mixed-use developments. Property is also a vital part of the supply chain that enables the 
global and local distribu�on of goods and large warehouse facili�es which are springing up to fulfil this role. Retail centres, 
student accommoda�on and offices have always been places of social confluence within safe environments. 

One of the things to reflect on is how the eco-system around rural and township retail centres plays a role in social dignity and 
upli�ment of communi�es within which they operate. 

From their development up to opera�on, jobs are being created. These centres also create safe environments for the 
disbursement of social grants as they are located closer to communi�es. Transport costs to travel to collect grants are 
reduced. There is always some form of informal trade that also exists alongside these centres, typically small informal traders 
or retailers opera�ng just outside their perimeter.      

Although to ensure inclusivity, it would be ideal if property owners found a way of working together with informal traders 
and make them part of the greater retail precinct instead of having them operate outside the centres. Local taxi operators are 
never le� behind, benefi�ng from the foo�all and infrastructure provided in the form of small taxi ranks. Communi�es also 
realise the role these centres are playing as it was seen when they rallied to protect various centres during the civil unrest in 
July 2021.

For investors and fund managers, it is important to also evaluate property funds against their social upli�ment plans. 
Property companies must not only talk to their inten�ons but also provide tangible evidence and examples of pu�ng this 
into ac�on and advancing the social impera�ve. 

Investors must also engage with property companies to assist them in finding ways to unlock the social values of proper�es 
and their role in addressing our country's socio-economic challenges.

Not just bricks and mortar: the environmental and social impact in listed property 
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Quinton Ivan, Head of SA Equity Research & senior por�olio manager, Corona�on

'In the midst of every crisis, lies great opportunity.' - Albert Einstein

It has been a drama�c and disconcer�ng start to the year. We appear to lurch from one crisis to the next. The world had barely 
recovered from the Global Financial Crisis before we were hit by the Covid-19 pandemic and, just as life was star�ng to return 
to normal, we are now faced with the material implica�ons caused by the Russian invasion of Ukraine.

This has coincided with a �me of high infla�on and rising interest rates (first �me since 2018) as central banks start to unwind 
monetary support. In �mes of crisis and ensuing economic uncertainty, it is temp�ng to give into one's emo�ons by fleeing to 
cash to preserve capital as the price of risk assets fall. However, we believe that to do so would be a mistake. Inves�ng is a 
constant exercise in conquering one's emo�ons and remaining focused on the long term assessment of risk and value. It 
requires looking through the noise caused by short term vola�lity. History has shown that those investors who are able to do 
just that, achieve outsized returns.

The cornerstone of Corona�on's investment philosophy is our long �me horizon. Every crisis we have lived through has 
presented a great opportunity for investors who are prepared to take a long term view. We believe that the current turmoil is 
providing us with an opportunity to buy many high quality stocks at very a�rac�ve prices. Through our detailed work, we are 
confident that these stocks offer investors a�rac�ve risk adjusted returns even if the economic environment deteriorates 
further. One such company is Compagnie Financière Richemont SA (Richemont).

A high quality business at an a�rac�ve ra�ng

'As long as people want to say I love you, or I'm sorry, or I want to go to bed with you, then we have a 
business.' - Johann Rupert; Richemont Chairman

Richemont is a high quality, globally diversified hard luxury business that owns some of the world's most desirable and 
enduring heritage brands. These brands have legacies that span centuries and cannot be easily replicated, which raises the 
barriers to entry for compe�tors and provides a significant level of protec�on from technological disrup�on. The aspira�onal 
nature of its enviable brand por�olio affords Richemont significant pricing power and allows it to enjoy healthy margins over 

Finding opportunity 
amid turmoil
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�me. Richemont's earnings are extremely high quality, denominated mainly in developed market currencies (largely euros 

and US dollars) and is supported by cash (10-year free cash flow conversion of approximately 90%). It boasts a fortress 

balance sheet (approximately 8% of market capitalisa�on comprises net cash) and a stable ownership structure that ensures 

that the business is managed for the long term.

Unrivalled heritage

The global jewellery market is highly fragmented, with the market share of branded jewellery es�mated to be around 25%. 

Branded jewellery is expected to con�nue to gain share as considera�ons such as authen�city, sustainability, store of value 

and display of status become increasingly important for consumers.

Richemont is extremely well posi�oned to benefit from these structural tailwinds by being the largest player and owning the 

best branded jewellery por�olio, which includes key brands such as Car�er and Van Cleef & Arpels. These brands have 

unrivalled heritage and are highly desired by consumers, boas�ng the top three most sold jewellery lines in the world, 

namely Love and Trinity by Car�er and Alhambra by Van Cleef & Arpels. This lays the founda�on for mul�-year earnings 

growth.

Richemont has a healthy exposure to emerging markets (approximately 58% of group revenue) with aspira�onal consumers 

that have a high affinity for luxury goods. It offers investors good exposure to the Chinese consumer with approximately 40% 

of sales generated from Chinese consumers, either in Mainland China or from Chinese tourists travelling abroad. Sales to 

Chinese consumers are expected to grow given the region's cultural affinity for branded luxury products, and as wealth levels 

con�nue to improve as the Chinese economy transi�ons from being infrastructure-led to one driven by services and 

consump�on.

Brand equity is a serious business

The luxury watch market is very consolidated (the top three players have a revenue market share of approximately 70%), a lot 

more compe��ve and does not have the same structural tailwinds of the global jewellery market. It has proven to be more 

cyclical over �me. The luxury watch market experienced a 'super cycle' between 2004 and 2014 driven by Chinese corporate 

gi�ing which benefited all luxury goods players, including Richemont, with nearly five out of every 10 luxury watches sold to 

Chinese consumers. This ar�ficial demand inflated luxury watch sales by roughly 20%. When Xi Jinping became president in 

late 2013, he implemented a clampdown on corrup�on. This saw a sharp fall-off in the demand for gi�ing beneficiaries such 

as watches and expensive spirits like cognac.

The result was a painful reset for the earnings of Richemont's Specialist Watchmakers division. Richemont has been 

proac�ve by buying back excess stock from the wholesale channel to prevent discoun�ng, thereby protec�ng brand equity. 

Supply chain disrup�ons at compe�tors, coupled with strong consumer demand and �ght cost control, has resulted in recent 

reported earnings recovering to above pre-pandemic levels and opera�ng margins approaching previous peaks.

Offse�ng the posi�ves of the investment case is the uncertainty around the turnaround of Richemont's fashion and 

accessories business as well as its omni-channel strategy, which comprises its investment in Yoox Net-A-Porter (YNAP) and 

the partnerships with Alibaba and Farfetch. Both have been loss making and remain a drag on group earnings. Richemont has 

recognised the importance of online retail well ahead of its peers and discussions with Farfetch are well advanced to create a 

neutral online pla�orm for luxury groups to expand their reach beyond that of physical stores. If concluded successfully, this 

will eliminate losses.

The posi�ve a�ributes of the Richemont investment case are well known and the market rewarded the company, and other 

listed luxury peers such as LVMH (Moët Hennessy Louis Vui�on SE), Kering and Hermès, by ascribing a high price-earnings 

mul�ple in valuing it. Richemont was a company we always wanted to own on behalf of our clients, but at the right price. 

A�er all, the best company can be a poor investment if one overpays. While the strong earnings prospects of Richemont 

remain unchanged given the structural tailwinds benefi�ng the company, it has de-rated significantly in recent years. This is 

on the back of several concerns, including the adverse impact of the ongoing hard lockdown in China, current geopoli�cal 

tensions and the impact on consumers' propensity to spend on luxury goods (that is, loss of the 'feel-good' factor), and rising 

interest rates - given the high price-earnings mul�ples of luxury goods companies. This de-ra�ng is shown in Figure 1.
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Looking ahead

Richemont now trades on a one-year price-earnings mul�ple, stripping out the net cash and excluding YNAP losses, of just 

under 17 �mes. This is extremely a�rac�ve for a global business of high quality and where we expect earnings to grow 

strongly for many years.

Markets remain vola�le and unusual events will unfold �me and �me again, o�en in an unpredictable fashion. It is human 

nature to be swept up in the news flow and make knee-jerk decisions based on emo�on. At Corona�on, our key strength is to 

understand and unpack events unfolding, focus on risk and valua�ons when assessed over the long-term, and aim to make 

ra�onal decisions that will benefit our clients. Buying Richemont today when sen�ment is heavily against it, is one of those 

decisions.

Richemont’s Absolute Price-Earnings Mul�ple

Finding opportunity amid turmoil
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Why blending 
is better

Ryan Hultzer, Actuary, Just SA 

A priority for all South Africans 
approaching re�rement should be to 
secure an income for life that at least 
covers essen�al monthly expenses. 
Historically, re�rement op�ons were 
limited to either a life or a living 
annuity.  But the South African 
re�rement market has evolved, which 
means choosing an annuity for 
re�rement is no longer an “either or” 
decision.  

Managing a pot of assets in re�rement to achieve a sustainable 
income for life is a complex financial problem; one that results in many 
re�rees making ill informed choices that can nega�vely impact their 
income in re�rement. 

For example, a living annuity provides leeway over how capital is 
invested, and how much income is drawn each month (within certain 
limits), which means lots of South African re�rees are drawing down 
more than the industry's 4% “rule of thumb” from their living annuity 
every year. Many run the risk of outliving their savings and running out 
of money. On the flip side, guaranteed annui�es protect re�rees from 
outliving their savings, but are less flexible in nature.   

A mul�-pronged approach at re�rement 

To help protect and thus stretch re�rement income further, re�rees should consider the best approach in order to:

1. Secure a guaranteed income to at least cover essen�al expenses for life,
2. Draw extra income appropriately and sensibly from flexible investment assets, and
3. Supplement their re�rement income if necessary through addi�onal part-�me work or passive income opportuni�es 

A blended strategy

One way to manage the higher risk of living annui�es and the rigidity of guaranteed annui�es is to use a blended annuity, a 
strategy that combines the best of both in one product. 

It is vital for trustees and advisers to provide adequate informa�on upfront, which should include the benefits of blended annuity 
solu�ons. Regula�ons limit what decisions can be made a�er re�rement. 

Unlike having two separate products, blended annui�es allow re�rees to structure a suitable por�olio over �me, balancing the 
trade-offs of essen�al and discre�onary spending as they arise. A blended annuity offers a guaranteed life annuity as an 
investment por�olio inside a living annuity's legal structure, providing a guaranteed income stream into the living annuity. 
Features of both products are thereby provided in one solu�on. This allows re�rees to switch addi�onal tranches from the living 
annuity into the life annuity component when needed. For example, to increase the guaranteed income por�on as they age.  
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Why blending is be�er 

Research has shown that combining a living annuity and a life annuity in a blended solu�on is be�er for re�rement 
than either on its own. The power of blending allows re�rees to secure a guaranteed income for life to cover essen�al 
expenses, while also maximising the long term growth of the rest of their capital to meet less essen�al or luxury 
expenses or leave a legacy to their beneficiaries – in one investment vehicle. 

An added benefit is that a blended annuity removes the threat of increasing drawdown risk. This is because the stable 
income from the guaranteed life annuity component provides a safety net. So, if the assets they are drawing from the 
living annuity por�on ever become depleted, their income from the life annuity will never fall below the guaranteed 
income level.

What are hybrid annui�es? 

A hybrid annuity typically refers to a product wrapper 
that an insurer offers to a re�ree, where both products 
are wrapped together with the same provider – but are 
two different legal structures. In this case, the wrapper 
is a guaranteed annuity with a component that looks 
like a living annuity, but the living annuity cannot be 
separated from this wrapper and does not technically 
have to comply with living annuity regula�ons.

Hybrid vs blended tax differences 

Hybrid annui�es pay two streams of income out to a 
re�ree, and both streams are taxable. By contrast, in 
blended annui�es the guaranteed component does not 
pay directly to the client, it pays into the living annuity 
component. This means that re�rees are not taxed on 
that component un�l they draw it from the blended 
living annuity. 

There is also the flexibility to draw as low as 2,5% of the 
investment as an annuity. This key feature enables 
re�rees to manage their tax liability early on in 
re�rement while s�ll benefi�ng from longevity 
protec�on. It also helps to build a capital legacy for their 
beneficiaries.

Why blending is better

Where confusion may arise is the common use of the term “hybrid” when talking about a combina�on of a 
life and living annuity. In reality the implica�ons of a hybrid annuity solu�on are quite different from a 
blended annuity. 
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Algorithms, hashtags, followers, 

clicks, reach, impressions, 

engagement ... confused? 

Currently, everything is digital in the world of business, and tradi�onal means 
of communica�on are obsolete. Following a new direc�on is essen�al to 
success. Your core focus should be managing your business effec�vely, and 
our team can help you communicate with your public more effec�vely.

Contact us today to discuss how you can maximise effec�ve communica�on 
strategies for members.

Mandi Roberts on robertsm@icts.co.za 

“Marketers need to build digital 
rela�onships and reputa�on 

before closing a sale.”
 –Chris Brogan

“Our head of social media is 
the customer.” — McDonald’s

95% of people trust 
recommenda�ons from others 
over branded content, even if 

they don’t know them personally. 
Josh Hager

Social media is here. It’s not 
going away; not a passing fad. 
Be where your customers are: 

in social media. Lori Ruff

“Nobody counts the number of 
ads you run; they just 

remember the impression you 
make.” –Bill Bernbach

“Content marke�ng is like a 
first date. If you only talk about 

yourself, there won’t be a 
second one.” – David Beebe
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Building a future that delivers growth.

Alexforbes has started an exci�ng journey to build a future for 
clients that delivers growth, inclusivity and sustainability. The 
key mechanism available to us to build such a future is the 
ongoing fulfilment of our core purpose of pioneering insights 
to deliver advice and solu�ons that impact people's lives. 

This means breathing life into this purpose every day by 
orien�ng our ac�ons, decisions and intent to build a future 
that we can all connect with. 

Insight
Our deep convic�on that knowledge is power combined with 
the opportunity to create and apply such knowledge drives 
our ambi�on to pioneer insights. As South Africa's largest 
employee benefit consultant, healthcare consultant, 
re�rement fund administrator and investments mul�-
manager, we have unique access to a wealth of data to 
explore and make sense of. 

The primary use case for pioneering insights is to empower 
decision making both for our clients and ourselves. In a very 
real manner, we seek to use unique insights to connect the 
decisions made today to their impact tomorrow. It is through 
this lens that we seek to educate, inform and enable be�er 
choices to be made consistently by a range of stakeholders.

Advice
High quality advice leads to be�er decisions. In this regard, 
the insights that Alexforbes generates directly inform and 
influence the advice frameworks that are implemented 
across our consul�ng pla�orms to provide relevant advice to 
clients. Given the breadth of our consul�ng footprint across 
re�rement, healthcare and investments, Alexforbes has the 
responsibility to ensure that advice provided is of the highest 
quality and differen�ated from our compe�tors as a result of 
the rigour of the process to develop and implement our 
advice frameworks.

The market is characterised by a constant and increasing flow 
of informa�on, new regula�on and o�en conflic�ng opinions 
and beliefs. The ability to look through complexity in 
providing expert independent advice helps clients to simplify 
their decision making and gain confidence in the paths taken.

Solu�ons
A key enabler of our capacity to build a future that delivers 
growth, inclusivity and sustainability is our ability to 
effec�vely implement our best advice frameworks. The 
Alexforbes pla�orms enable the delivery of our best advice as 
we are in full control of how these underlying pla�orms are 
calibrated to ensure that our best advice is manifested 
according to expecta�ons.

Our solu�ons are then built on these pla�orms using a best-
in-class philosophy whereby Alexforbes obsessively monitors 
and evaluates third party service providers to ensure that the 
solu�ons delivered to clients match our best advice mandate. 
Whether in the context of investments, healthcare, insurance 
or wealth, Alexforbes is independent and can therefore 
switch such service providers into and out of our solu�ons at 
our discre�on based on their ability to best serve our clients' 
needs.

Impact
The Alexforbes value chain exists to deliver impact to clients' 
lives. The effec�ve execu�on of our purpose results in 
reduced levels of financial stress among our clients, be�er 
re�rement outcomes, improved health and an impact on 
society as well as the environment.

Ul�mately, we wish to help all our clients feel in control, 
confident and secure in their financial journeys by making it 
easy for them to succeed. This speaks to the need to deliver 
impact inclusively irrespec�ve of gender, race or economic 
status. 

As the largest investments mul�-manager in South Africa, 
Alexforbes is also in a powerful posi�on to amplify our impact 
on people's lives beyond their financial circumstances. We are 
therefore able to influence and transform the asset 
management industry by se�ng demonstrable and 
pragma�c ESG requirements for asset managers in our supply 
chain with a view to enabling greater sustainability. 

As a purpose driven organisa�on, Alexforbes will con�nue to 
strengthen its determina�on and fulfil its promise to impact 
people's lives and to meet the high expecta�ons that clients 
place on us to do so. This, we are commi�ed to do and 
achieve as part of our journey to connect with customers and 
make a posi�ve impact on their lives through insight, advice, 
solu�ons.
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There's so much going on in 
the world right now and I can't 
help but feel thankful for the 
opportuni�es we have. I woke 
up this morning, peacefully, in 
a slightly chilly Gauteng; I didn't 
wake up in the middle of a 
war… Yes, it's nearly two 
months since Russia invaded 
Ukraine. And then, just as 
South Africa announced the 
end of our Na�onal State of 
Disaster, China and other parts 
of the world started moving 
back  into  some form of 
lockdown. 

The full effects of the Covid pandemic and the Russian 
invasion are s�ll to be realised, but we can clearly see the 
impact of both on GDP, infla�on and the unemployment 
rate, to name but a few indicators. 

Out and about again
I recently visited partners based in Cape Town, together 
with David Kop, FPI Head of Policy and Engagement. It was 
clear that many people are 'returning to normal', dus�ng 
off their work clothes and laptop bags for in-person 
mee�ngs at the office – and for standing in queues for 
coffee!

Large corporates are only returning now but the majority 
of smaller financial planning and advice prac�ces have 
been back for a while already. Certain businesses are 
opera�ng the same way they did before Covid; others have 
embraced a hybrid model where staff are working from 
the office some days, and some days from home. 

Educa�onal providers are also star�ng to fill lecture halls 
again for the first �me in two years. It was great to walk the 
corridors of the universi�es and greet students as they 
moved between classes – some running, most talking up a 
storm. That's the way it should be! In-person gradua�on 
ceremonies are back, too. You can't beat the feeling of 
receiving your qualifica�on on stage with your family 
cheering from the front row. Well done to all the students 
gradua�ng this year! 

Topics discussed during our visit 
As with any other business, it's important that the FPI's 
products and processes are reviewed from �me to �me, to 
see if they s�ll meet real needs. With that in mind, the 
following products were discussed with our partners, to 
see how we can improve on what we are currently doing:
• FPI Approved Professional Prac�ces 
• FPI Corporate Partners 

• FPI Recognised Educa�on Providers 
• FPI Professional Designa�ons 
• FPI CPD events and programmes 
• FPI Regional Commi�ees 

We received excellent feedback from our trusted partners 
and we're working to implement some of the sugges�ons 
that came through via our interac�ve, robust engagement 
sessions. 

At the FPI office
We returned to office late last year in a hybrid fashion. It 
has proven to be successful so far and we'll con�nue to 
work this way. We're a rela�vely small team and it suits us 
well. 

We kicked off 2022 with the Annual Refresher at the end of 
January and beginning of February, with a super line-up of 
speakers. If you missed it, watch the recordings at 
www.fpi.co.za. Click 'Events' on the top menu bar.

We also had a successful Estate Planning Workshop on      
6 April. Again, if you missed it and want to claim CPD hours 
in the new cycle, register via the FPI website. 

Remember that CPD compliance is due at the end of May. 
If you s�ll need to catch up, you can access 35 
complimentary CPD hours via the FPI portal. 

From a cer�fica�on point of view, we ran our first 
Professional Competency Examina�on (PCE) in March, 
with results coming out towards the end of April. The next 
PCE is in June 2022. 

From an advocacy point of view, we're s�ll wai�ng for the 
promulga�on of the Conduct of Financial Ins�tu�ons Act 
(COFI), which is currently with NEDLAC. Once COFI comes 
into effect, there will be new Financial Sector Conduct 
Authority conduct standards to consider. Similarly, the FPI 
submi�ed public comments to Na�onal Treasury's 
proposed re�rement reform proposals, and to SAQA's 
update to the policy that governs professional bodies. 

On the interna�onal front
The Financial Planning Standards Board (FPSB) is focusing 
on upda�ng the financial planner competency profile, 
curriculum and prac�ce standards.  The FPI was one of the 
16 affiliates that par�cipated in a global job analysis survey 
in 2021. The survey confirmed that financial planning 
prac�ce in the future will be more innova�ve, more 
human and more in-demand. In case you missed the press 
release on the findings of the survey, visit the FPSB 
newsroom at fpsb.org. 
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I'm pleased that the FPI contributed to the overall growth of CFP® professionals globally. For the first �me as a global community 
of planners, we surpassed the 200K mark! FPI's CFP professionals increased by 2.5% during 2021 – well done to all FPSB affiliates 
that contributed to the 10 x increase in the number of CFP® professionals since 1990. For more info about interna�onal CFP 
growth, visit fpsb.org.

The growth in the numbers globally is a clear indica�on that clients need financial planning done right, especially in these 
troubled �mes. The profession has stood strong for half a century and has con�nued to grow in the face of circumstances 
nobody could have predicted.

Give back to the community
FPI has a great pro bono consumer educa�on programme. If you want to give back to the community by helping consumers 
understand basic financial management ma�ers, please email mymoney123@fpi.co.za or visit letsplan.co.za.

I could go on for another 100 pages, but I know the editor will stop me at some point! (Word count reached, Lelané! – Ed.) 

Thank you to everyone for your dedica�on to the profession, and for making us who we are. As I men�oned earlier, we have so 
much to be thankful for. Let's con�nue to celebrate life every day.

Un�l next �me,
Lelané 

Upcoming events
 29 June: FPI Re�rement Conference 

27 July: FPI Tax Workshop 

31 August: Key Individual Workshop 

19–20 October: FPI Professionals Conven�on – the theme for 2022 is The Time is Now!
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Reflecting on a decade of 
retirement reform, taking stock 

and shaping the future

Geraldine Fowler, IRFA President and Chairperson
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Re�rement sector reform, according to Ins�tute of 
Re�rement Funds Africa President Geraldine 
Fowler, will go a long way towards crea�ng a more 
inclusive and representa�ve financial services 
sector, a regulatory and governmental impera�ve.

Responding to the proposed strategy in this regard released by 
the Financial Sector Conduct Authority in March, Fowler who is 
a strong proponent of the sector's poten�al posi�ve 
contribu�on to the socio-economic landscape spoke to 
Pensions World on the eve of ra�fica�on of changes to 
Regula�on 28.

“The Ins�tute of Re�rement Funds Africa is privileged to 
represent industry in its liaison and lobbying efforts with the 
relevant authori�es” she says “and we will as always remain 
proac�ve in monitoring and repor�ng on any developments in 
our sector.”

Fowler notes that the subject ma�er of this year's annual IRFA 
conference to be held in Durban in September is on the bu�on 
in the face of proposed sector reform.
  
“Our theme for this year will be “a decade of re�rement 
reform, taking stock and shaping the future.” The 2022 IRFA 
conference will place the implementa�on of reforms proposed 
as early as 2012 by the then Minister of Finance,                
Pravin Gordhan, under the microscope to determine how far 
the industry has come in realising its reform and the 
Government mandated objec�ves. Subject ma�er experts and 
legislators will also examine the road ahead and the best way 
of ge�ng there/achieving the cri�cal outcomes.

Fowler is empha�c that “in South Africa, on the con�nent and 
globally, the journey of re�rement reform is crucial to the 
success of society as a whole. As an organisa�on the Ins�tute 
of Re�rement Funds Africa supports all stakeholders involved 

in the evolu�on of the re�rement sector. This is why speakers 
and delegates at our September conference will reflect, 
analyse and plan forward on what s�ll needs to be done. 
Crucial to the conference agenda is looking at the specifics of 
what is needed in terms of opera�onal, policy and regulatory 
interven�on to ensure that the reform ini�a�ves benefit fund 
members and a collec�ve society.”

Fowler alludes to some of the issues on the table in terms of 
sector reform, “the core driver of Na�onal Treasury's proposal 
is that in future members of re�rement funds may be able to 
access a part of their benefit without resigning from their jobs 
or re�ring. It must however be noted that in calling for 
comment, the Minister of Finance has made it clear that this is 
a complicated issue which will take a while to implement and 
there is no guarantee that every re�rement fund member will 
have access to these benefits, each re�rement fund would 
need to consider whether it is something they would want to 
offer.” She expects more consulta�on documents and possibly 
dra� legisla�on on this issue later in the year.

An�cipated reforms which stand out and bode well for the 
future according to Fowler are, as noted, “the two pot 
system/early access to re�rement monies, legisla�on with 
regard to crypto investments by re�rement funds, auto 
enrolment and direc�ves with regard to the governance of 
umbrella funds”.

On auto enrolment, Fowler comments “Government has a 
legi�mate concern about the high number of workers who are 
not members of a re�rement fund” - a fact substan�ated by 
the sta�s�c that 30% of workers are not enrolled in any fund. 
“Auto enrolment could ini�ally be made mandatory for all 
employees earning above a certain minimum amount within 
the formal sector and later to include informal sector workers.” 
She refers readers to the “Save more for Re�rement” paper put 
forward by Government in this regard.
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She also notes that this paper seeks to improve the 
governance of umbrella funds with par�cular reference to 
commercial umbrella funds. “Many proposed changes are 
being discussed, including elec�ons of trustees for commercial 
umbrella funds as well as the consolida�on of funds to create 
economies of scale.”

On the subject of crypto investments, “currently re�rement 
funds are not permi�ed to invest in crypto-investments. The 
Minister has noted that work is being done to see how these 
crypto assets can and should be regulated. Once this has been 
done and the laws and regula�ons changed, re�rement funds 
may be able to make these types of investments.”

Fowler is joined by IRFA Execu�ve Officer, Wayne Hiller van 
Rensburg in welcoming proposed reforms to improve both the 
re�rement and economic landscape for employees, 
pensioners and society at large.

“Our conference will examine achievements to date and 
highlight future priori�es” says Hiller van Rensburg, “the 
conversa�on will place re�rement reform firmly in the 
spotlight, as well as monitor the pulse of industry in this 
regard.” Hiller van Rensburg joins Fowler by invi�ng all 
interested par�es to “be part of the future” by joining the 
discussion at the Albert Inkosi Interna�onal Conference Centre 
from the 5th to the 7th September.

In conclusion Fowler assures IRFA members and the sector at 
large that the Ins�tute of Re�rement Funds Africa intends to 
keep a close eye on all reform ini�a�ves and developments 
and will regularly comment, advocate and communicate these 
across the spectrum.
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Our team of experts provides a full, outsourced death benefit service 

to trustees, in the provision of death benefit distribu�on in terms of 

Sec�on 37c of the Pension Funds Act.

For more informa�on contact:
Robynne Kriek | Manager Death Benefit Distribu�on

087 330 5601 | kriekr@icts.co.za | www.icts.co.za

Hope for them,
and a brighter future.
We make it easier 
for you.
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LEGAL SERVICES

Providing useful services 
backed by outstanding 
exper�se

Our services include assistance with:

· Agreements and forms

· Rules dra�ing and submission

· Training and publica�ons on legisla�ve, regulatory and other legal issues

· Regulatory compliance for example POPIA and complaints management

· General queries, guidance, inves�ga�ons, complaints and li�ga�on support

· Sec�on 37C and 37D decisions 

· Independent board or principal officer posi�ons

ICTS Legal Services (Pty) Ltd is not a law firm and we are not legal prac�oners.

Please contact Leanne van Wyk on 083 257 8468 or vanwykl@icts.co.za for more informa�on or visit our website 

www.icts.co.za
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We provide services associated with the legal, legisla�ve and regulatory aspects of employee benefits to 
mostly financial services companies and funds. Our clients trust us because we have deep exper�se, long 
experience and understand what they do. We make legisla�ve and regulatory complexity easier for you to 
understand and implement. We work closely with you to achieve your goals. 
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This update deals with:

• The offshore limit for re�rement funds 
• Dra� Joint Standard on cybersecurity and cyber resilience requirements
• Recent case law – rule amendments with a backdated effec�ve date
• Tax change for pensioners who receive income from two or more sources 
• Reminder: beneficiaries of unapproved group life and funeral policies

The offshore limit for re�rement funds

South African Reserve Bank (SARB) Exchange Control Circular 10/2022, Date: 23 February 2022.
The SARB Circular provides:

“…that with effect from 2022-02-23, the pruden�al limits of 30 per cent and 40 per cent, respec�vely as well as the African 
allowance of 10 per cent have been combined into a single limit of 45 per cent of total retail assets under management, 
applicable to all qualifying ins�tu�onal investors”. (Own emphasis.)

This is reflected in the following amended wording of the limit:

“Pruden�al limit: the foreign exposure of retail assets may not exceed: 45 per cent in the case of pension funds; the linked and 
non-linked business of life insurers; CIS managers; and discre�onary financial services providers registered as ins�tu�onal 
investors with the Financial Surveillance Department”.

Thus, the rest of Africa limit of 10 per cent has fallen away and a single overall offshore limit now applies. SARB states that:

“The pruden�al limits of 30% and 40%, respec�vely as well as the African allowance of 10% have been combined into a single 
limit of 45%”.

Legal Update
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Dra� Joint Standard on cybersecurity and cyber resilience requirements

The Financial Sector Conduct Authority ('FSCA') and the Pruden�al Authority (PA) (Authori�es) have published, for 
consulta�on, the dra� Joint Standard en�tled Cybersecurity¹ and Cyber Resilience² Requirements. A Joint Standard (once 
published and effec�ve) must be complied with by the persons to whom it applies. 

The Joint Standard (which is s�ll in dra� form) includes requirements for financial ins�tu�ons to no�fy the Authori�es of 
material system failure, malfunc�on, delay, disrup�ve event, or cyber incident within 24 hours of the event being classified as 
'material'. 

The Authori�es may determine the regulatory repor�ng required by financial ins�tu�ons in rela�on to requirements of 
the Joint Standard.

Aim

The aim of the Joint Standard is to ensure that financial ins�tu�ons have adequate cybersecurity and cyber resilience 
prac�ces and processes in place.

The communica�on about the Joint Standard provides that: “The dra� Joint Standard seeks to ensure that these financial 
ins�tu�ons implement processes and have tools and technology which will prepare them for cyber-a�acks as well as 
respond to and recover from such a�acks”.

Applicability
Re�rement funds
Managers of collec�ve investment schemes
Banks (and branches), branches of foreign ins�tu�ons and controlling companies
Mutual banks
Market infrastructure

Discre�onary Financial Services Provider (FSP)
Administra�ve FSP
Insurers and controlling companies

Over-the-counter deriva�ve providers

Responsibility

The governing body of the financial ins�tu�on (e.g. the board of a fund) is ul�mately responsible for ensuring that the 
financial ins�tu�on complies with the requirements set out in the Joint Standard and the oversight of cyber risk 
management (but may delegate primary oversight ac�vi�es to a commi�ee). 

The governing body must, among other things, ensure that a sound and robust cybersecurity strategy and framework is 
established, implemented, and maintained. 

Requirements

The requirements set out in the Joint Standard are wide-ranging and include the following topics:

Roles and responsibili�es

Governance 

Cybersecurity strategy and framework

Iden�fica�on

Protec�on

Detec�on

Response and recovery

Situa�onal awareness

Tes�ng

Learning and evolving

Cybersecurity and cyber resilience fundamentals

Access management

Privileged access management

Mul�-factor authen�ca�on

Network perimeter defence

Vulnerability and patch management 

Secure configura�ons

Malware protec�on

Cybersecurity hygiene prac�ces

Regulatory repor�ng

¹Cyber means the medium of the interconnected informa�on infrastructure of interac�ons among persons, processes, data, and IT systems. 
Cybersecurity means the preserva�on of confiden�ality, integrity and availability of informa�on or IT systems through the cyber medium. In addi�on, 
other proper�es such as authen�city, accountability, non-repudia�on, and reliability can be involved
²Cyber resilience means the ability of a financial ins�tu�on to con�nue to carry out its mission by an�cipa�ng and adap�ng to cyber threats and other 
relevant changes in the environment and by withstanding, containing and rapidly recovering from cyber incidents

Legal Update
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Recent case law – rule amendments with a backdated effec�ve date

Municipal Employees' Pension Fund and Another v Pandelani Midas Mudau and Another³

This ma�er is about the binding effect of a rule amendment which had the effect of reducing members' withdrawal benefits 
from a backdated date, including benefits payable before the amended rule was registered. The case is of concern to funds and 
members alike, given the controversial findings. 

The withdrawal rule 
The fund rules provided that a member who joined the fund a�er June 1998 would, upon resigna�on, be en�tled to withdrawal 
benefits of the member's contribu�ons, plus interest, mul�plied by three ('the old rule'). 

The fund was advised by its actuaries that if the generous withdrawal rule was maintained as it was, the rule could lead to the 
fund not being able to meet its liabili�es.

The fund resolved to amend its withdrawal rule and provided for a withdrawal benefit of: member's contribu�on, plus interest, 
mul�plied by 1,5 ('the new rule'). 

By backda�ng the effec�ve date of the new rule, the fund was trying to avoid the risk that members may resign when they 
became aware of the impending reduc�on of withdrawal benefits.

Timing of events
• February 2013 - actuarial recommenda�on 
• 1 April 2013: backdated effec�ve date of new rule
• 31 May 2013: member resigns
• 21 June 2013 - fund resolu�on to amend the withdrawal rule
• Between July and October - communica�on of the new rule to members and employers
• 22 July 2013 - the Fund applied for the registra�on of the new rule
• 18 October 2013 - the member's benefit was paid
• 1 April 2014 - the Registrar (before the Financial Sector Conduct Authority came into being) approved and registered the 

rule with the effec�ve date being 1 April 2013
• July 2014 - the Adjudicator makes her determina�on.

Thus, the member resigned before the resolu�on to amend the rules and a�er the backdated effec�ve date of the rule 
amendment. 

The Adjudicator case and subsequent court decisions
The fund paid the member's benefit in accordance with the new rule (1.5 �mes contribu�ons). The member was 
understandably dissa�sfied and lodged a complaint with the Adjudicator's office, contending that his benefits should have been 
calculated in terms of the old rule, since, in terms of s 12(4) of the Pension Funds Act ('the Act'), the proposed amendment would 
only take effect a�er it had been registered. 

The Adjudicator, not surprisingly, upheld the complaint, determining that the amended rule could not be applied to the 
member's withdrawal benefits since it had not yet been approved by the Registrar when the benefits became due, and that the 
new rule could not be applied to benefits which accrued before the amendment became effec�ve. This determina�on reflects 
the conven�onal thinking in the industry (based on common law) prior to this the Supreme Court of Appeal ('SCA') case.

The Fund unsuccessfully appealed the Adjudicator's decision, which was upheld ini�ally by the High Court and again by the full 
bench of the High Court. The Fund then approached the SCA.  

The SCA's view reflects that sec�on 12 of the Act⁴ authorises the Fund to amend its rules and to determine the effec�ve 
applica�on date of the rules. 

³[2022] ZASCA 46 
⁴sec�on 12 of the Act permits a pension fund to alter or rescind any rule, or make any addi�onal rule, provided that it does not affect any 
right of a creditor (other than a member or shareholder of the fund), and it has been approved and duly registered by the Registrar. In terms 
of sec�on 12(4) of the Act, the Registrar 'shall' register the amended rule if he is sa�sfied that the proposed amendment is not inconsistent 
with the Act and is financially sound

Legal Update
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The SCA noted that although there is a strong presump�on in our law against legisla�on (or rules in this case) opera�ng 
retroac�vely, if the wording of the statute is unambiguous and the inten�on of the legislature (or pension fund in this case) is clearly 
to interfere with vested rights retroac�vely, the provisions of the retroac�ve instrument must be given effect to. 

Referring to case law the SCA confirmed that the enquiry, in every case where the issue of retroac�vity arises, must be into the 
language of the statute and the inten�on of the legislature emerging therefrom. 

If the amended rule explicitly states that it operates retroac�vely and reduces pension benefits due to members with effect from   1 
April 2013, then it must be applied in this manner.

The Court concluded that the amended rule retroac�vely applied to all withdrawal benefits which had accrued to the Fund's 
members a�er 1 April 2013 - the backdated effec�ve date of the new rule. 

Unexpected ruling
This decision could put members whose benefits have accrued at risk of receiving reduced benefits from a date decided by the 
board, even before the amended rule is registered.

The FSCA, going forward, may possibly look closely at applica�ons for registra�on of rules that contain a backdated effec�ve date.  

Tax change for pensioners who receive income from two or more sources 

The South African Revenue Services (“SARS”) implemented changes to tax laws from 1 March 2022. The changes will affect 
pensioners who receive income from more than one source, and where one of the sources is a pension from a re�rement fund or 
insurer. 

SARS is, laudably, trying to ensure that a pensioner does not end up with an unexpected, unaffordable tax bill a�er they have been 
assessed, but that the tax liability is spread evenly over the relevant tax year.

Changes to the tax legisla�on allow SARS to determine the effec�ve rate of tax in respect of the combined income sources of a 
pensioner. SARS will give a fixed rate (a fixed percentage) through an annual direc�ve to the re�rement fund administrator so they 
can withhold the correct amount of PAYE for the pensioner. 

Reminder: beneficiaries of unapproved group life and funeral policies

Previously, where an employee did not complete a beneficiary nomina�on form on an unapproved group life or funeral policy, 
employers could direct to whom the benefit was paid. 

The revised defini�on of “beneficiary”, in the Insurance Act, now requires that where an employee does not nominate a beneficiary 
for unapproved group life and funeral policies, the employer cannot determine to whom the insurance proceeds will be paid. In 
these circumstances, the employer must pay the policy benefit to the estate of the deceased person.

Thus, where an employee passes away, the proceeds of an unapproved policy will be paid only to the nominated beneficiaries. 
Where a beneficiary has not been nominated, the policy proceeds must be paid to the deceased employee's estate.

Employees should be encouraged to complete and regularly update their beneficiary nomina�on forms for unapproved policies.
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When only the 
best will do.

INVESTMENT CONSULTING
AND TRUSTEE SERVICES

Please contact Toni-Leigh Can�n on 087 330 5626 or can�nt@icts.co.za for more informa�on or 

visit our website www.icts.co.za

Our experience shows that trustees get the most value from training 
that is designed around their fund’s unique rules and benefits.
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Re�rement funds and their investments don't take place in isola�on. They form part of, and par�cipate in, a larger market (or 

economic) environment.  It is important that trustees are aware of developments and changes in the broader environment 

and how these can, and will, impact the investments in their fund.  This awareness helps trustees communicate these impacts 

to members in a way that they are able to understand and appreciate how their fund balances may change.

What is macroeconomics?

Trustee Tutor: Issue 10 
– Macroeconomics and
retirement fund investments
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Macroeconomics is a branch of economics that studies how an overall economy - the market or 
other systems that operate on a large scale - behaves. 

Macroeconomics studies economy-wide phenomena such as infla�on, price levels, rate of 
economic growth, na�onal income, gross domes�c product (GDP), and changes in 

unemployment.

Source: Investopedia 

South Africa is part of a 
worldwide economy

Macroeconomics covers the structure, performance, behaviour and decision making of the economy as a 
whole, or simply put, the big picture scenario of the economy.  And macroeconomic factors will impact the 
monetary stability related to the whole economy of a country or region.

As a trustee, you can immediately see that you are not able to influence the overall economy, or the various 
macroeconomic parts of it. It is thus important to appreciate how each impact on your fund and its 
investments in order to understand and, where possible, mi�gate the risks your fund is exposed to.

South Africa par�cipates in the global economy.  
The consequence of this is that any events in the 
world will have an impact on our local market, and 
thus on your re�rement fund.
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There are many macroeconomic influences on your re�rement fund. These may be economic, geopoli�cal and 
environmental events.  

As we unpack some of these, you'll see that many are interconnected and a change in one, can impact others. 

Economic factors

Economic growth
The overall health of a country's economy has an impact 
on its investment market. When the economy is growing, 
companies have the poten�al and opportuni�es to grow 
their business and thereby increase profits (which can 
increase share prices).  A strong economy tends to give 
investors confidence in the equity market.  What's more, 
consumer spending increases when the economy is strong 
because people feel more confident about their personal 
finances.  

A consumer is a person who buys goods 
or services for their own personal use.

The opposite is also true: when the economy is slowing 
then companies will find it harder to expand.  And if 
consumers are not very confident of the future, they will 
choose to save instead of spending money on non-
essen�al items.  Investors will also look to protect their 
capital and move their investments into “safer” 
investments, like bonds.

Economic growth is measured by a country's Gross 
Domes�c Product (GDP).

Gross Domes�c Product (GDP) is the 
total monetary or market value of all 

the finished goods and services 
produced within a country's borders in 

a specific �me period.  Source: Investopedia

For interest, in his 
budget speech in February 

2022, finance minister Enoch 
Godongwana, shared that the 

country's real GDP was 
expected to grow by an 

average of 2.1 % in 2022.  

When trying to understand the broad economic health of a 
country, changes in its GDP is the most comprehensive 
measurement an investor can look at, as it provides an 
economic snapshot of the size of the country's economy 
and its growth rate.

At the end of 2020 the World Bank valued South Africa's 
GDP at US$ 335,44 billion.  For interest, China was valued 
at US$ 14,72 trillion, the United States at US$ 20,95 trillion 
and Nigeria at US$ 432,29 billion (Nigeria being the biggest 
economy in Africa).

South Africa's GDP grew by 4.9% in 
2021. As a sta�s�c, this is meaningless 
standing alone and again must be 
considered in a broader context. It 
becomes meaningful  when we 
consider that, at the end of 2021, 
South Africa's real GDP con�nued to 
lag pre-pandemic levels and the 
economy was 1.8% smaller than it was 
in the first quarter of 2020 (the start of 
the Covid 19 pandemic in SA).  

Then, one can consider this growth on 
the context of other countries, like 
Nigeria's at 3.4% or China's at 8.1% in 
2021, to be in a posi�on to compare 
economies, ge�ng a more complete 
and meaningful picture as an investor.

Trustee Tutor: Issue 10 – Macroeconomics and retirement fund investments
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Unemployment

By contrast, when the majority of a country's popula�on is employed, peoples' spending increases the amount of money in 
circula�on and boosts the economy.

South Africa's unemployment sta�s�cs reached a record high of 35.3% in the last quarter of 2021. If you consider our 
earlier men�on that GDP growth was 4.9% in 2021, it is concerning that the official unemployment rate was s�ll 2.8% 
higher than the 32.5% recorded in Q4 2020 – meaning that the country's growth in 2021 did not result in more jobs.

Unemployment not only affects consumers' pockets, but also the investment into a country as a whole. One could argue 
that high unemployment was a contribu�ng factor to the unrest experienced in South Africa in July 2021.  Riots like those 
experienced in KwaZulu Natal may scare off overseas investors.

Infla�on

Infla�on is the general rise in prices in an economy, reflected 
in the increase of the average price level of a basket of 
selected goods and services over �me. The most common 
measure of infla�on is the Consumer Price Index (CPI).

 

Factors that drive infla�on

The following are factors that drive prices, and thus infla�on, in an economy:

Cost-push infla�on occurs when the price of producing goods or services increases due to price increases in the underlying 
produc�on materials or processes, like raw materials or wages. For example, if the cost of copper increases, all the products 
or services that use copper will experience an increase in their produc�on costs – which will result in an increase in the costs 
of those goods and services. To bring this idea closer to the man in the street's pocket, think about how the recent increases 
in the cost of petrol will increase the cost of moving goods around the country, and thus result in higher prices.

Demand-pull infla�on is caused by strong consumer demand for a product or service. As the demand for a par�cular 
product increases, customers are prepared to pay more for the item.  As an example, think about the cost of red roses a day 
or two before Valen�ne's Day!

The unemployment rate of a country is another 
marker of its economic health.

This is because wages are the biggest indicator of 
consumer spending. A high unemployment rate 
means that many people don't have jobs, thus don't 
earn salaries or wages and consumer spending 
drops. With limited money available, consumers 
will allocate spending to essen�al items (food, data, 
fuel, etc) and spend less on luxury, non-essen�al, 
items. 

This limited consumer spending will restrict the 
earning capacity of companies which then affects 
their share prices. Consumer essen�als and defensive 
sectors are usually the be�er performing shares in a 
high unemployment environment. 

Infla�on is the reason why you are able buy less and less with R100 each 
year that goes by.  It is thus vital that the members in your re�rement fund 
enjoy real investment returns during their �me in your fund. Said 
differently, your fund's investments should produce returns that are 
higher than infla�on over the long term. 
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What does infla�on mean for your re�rement fund?

It is important that trustees (and members) understand the role that infla�on plays in their re�rement savings journey.  
Many members are nervous of investment risk – or more specifically, they are nervous of losing their re�rement savings 
during �mes of short term market vola�lity and thus choose to invest in “safer” investment op�ons, like cash.  While 
inves�ng in cash, and other near cash investments, may deliver more predictable returns (and no nega�ve returns) their 
savings are not earning returns above infla�on. This means that the value of their investments are eroding over �me, they 
just don't see it.

The Na�onal Treasury predicts headline infla�on at 4.8% in 2022.  As a trustee, you need to monitor infla�on and make 
sure that the investment op�ons you make available to members provide the best opportunity for real returns.  The vast 
majority of re�rement funds make use of investment managers, or mul� managers. Trustees must monitor that their 
appointed investment managers remain commi�ed to bea�ng infla�on and providing overall real growth to investors. 
 

Interest rates

Interest is the amount of money a lender (or financial ins�tu�on) receives from a borrower for lending 
out money. The interest rate is the percentage of the amount borrowed that the borrower pays the 
lender.

Put simply, consumers (and companies) pay interest on any money that they borrow.

In South Africa the South African Reserve Bank (SARB) sets the repo rate which is the rate at which the SARB lends money 
to commercial banks.  The current repo rate is 4.25% and the current prime interest rate is 7.75%. 

High interest rates nega�vely impact the share market. Shares usually sell off when there is any talk of a rate increase in 
the future. High interest rates also restrict the ability for companies to borrow money, which can slow down their ability 
to grow. This slowing in business growth can affect earnings growth and then share prices. 

Rising interest rates also affects consumers as they experience an increase in loan payments leaving them with less 
money to spend. This could create less demand for non-essen�al goods and services which then affect company earnings 
and share prices. As demand starts to drop off, investors could also then expect a drop in infla�on.

It is well known that policy makers use interest rates to moderate an economy.  In South Africa, the SARB uses interest 
rates to influence the level of infla�on. In prac�ce, Na�onal Treasury, in consulta�on with the SARB, sets the infla�on 
target, which acts as a benchmark against which price stability is measured. The SARB then independently makes 
monetary policy so as to achieve this target. 

The basic aim of monetary policy is to determine how much money an economy should have in circula�on. The monetary 
policies of countries may differ, but most major economies aim for low and stable infla�on, and have publicly announced 
infla�on targets. 

To protect the value of the rand, the SARB uses infla�on targe�ng, which aims to keep CPI between 3% and 6%. The value 
of the currency is therefore protected rela�ve to domes�c consumer prices.

Trustee Tutor: Issue 10 – Macroeconomics and retirement fund investments
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An exchange rate is the price of one country's currency 
in terms of another currency. In other words, it is the 
rate at which one currency will be exchanged for 
another.

As an example, as I'm wri�ng this, you would have to 
spend R16,07 to purchase US$ 1.

Factors that influence a country's exchange rate include:
• Interest rates
• Trade balance
• Poli�cal stability or instability
• Infla�on rate
• General state of the economy

You can see that, as men�oned earlier, the macro-
economic factors are all linked to each other – and a 
change in one, will lead to changes in others.

South Africa has a floa�ng exchange rate (also known 
as a fluctua�ng or flexible exchange rate).  In a floa�ng 
exchange system, the price of a currency is set by supply 
and demand. When supply increases and demand 

decreases, the price of a currency will fall. The opposite 
is also true, increased demand and lower supply will 
increase the price of a currency.

A weak exchange rate means exports are cheaper 
interna�onally. This is good news for South African 
companies that export goods and services overseas as 
demand increases and earnings rise. A high exchange 
rate may mean cheaper imports, which is good news for 
local companies that use imported goods such as 
electronic retailers or manufacturing companies. 

However, a strong exchange rate may also cause some 
companies to struggle as the price of the goods and 
services become uncompe��ve compared to other 
countries. 

The rand's fluctua�ons in value rela�ve to other 
currencies affects both the broader South African 
economy, and the individual investor's pocket as the 
prices of goods and services changes in response to 
these fluctua�ons.

Geopoli�cal factors

Geopoli�cs is the study of how geography and economics have an influence on poli�cs and on the 
rela�ons between na�ons. Source: Britannica dic�onary

Examples of geopoli�cs includes trade agreements, war trea�es, border or territorial recogni�ons and climate 
agreements.

There is no doubt that a country's poli�cs affects its economy, and its exposure to wider, global geopoli�cal risks has 
become a recurring and material cost of doing business. Examples include the ongoing US-China strategic compe��on, 

tensions in the Middle East, emerging markets debt crisis, and 
poten�al knock-on effects to Europe following 

Brexit.  

Most recently, Russian's invasion of 
Ukraine on 24 February 2022, and the 
�ghtening sanc�ons on Russia, led to 
increasing prices of goods which will 
have a nega�ve impact on infla�on in 
South Africa. The invasion has directly 
led to higher oil and grain prices, which 

directly push up prices of key goods such 
as fuel and bread.

These price increases will directly affect the 
South African consumer (and your re�rement 

fund investor).  The implica�ons of these types of 
poli�cal tensions are monitored by investment managers 
and considered when they construct their investment 
por�olios for your re�rement fund members.  

Exchange rates

Trustee Tutor: Issue 10 – Macroeconomics and retirement fund investments
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Environmental factors

The natural world also impacts economic growth and recession.  Natural disasters (for example, earthquakes or 
cyclones), diseases and pandemics (for example Covid 19) and the impacts of climate change all affect global and local 
investors.

According to a recent report produced by a large interna�onal insurer, globally there were 401 natural disaster events in 
2021, which led to economic losses of $343 billion - about R5.2 trillion.  Specifically, South Africa's economic losses came 
to over $175 million - about R2.7 billion.

The impera�ve of climate change should not be news to any trustee.  What is specifically relevant to the South African 
investor is the increased incidents of cyclones off our east coast, which brings home the heightening effects of climate 
change in the southern region of Africa. Recent tropical storms include Ana (Mozambique, January 2022) and Basirai 
(Madagascar, February 2022).  Research shows that tropical cyclones have a significant impact on the economic, social 
and environmental integrity of the affected communi�es. 

No conversa�on around macroeconomic environmental factors would be complete without a men�on of the Paris 
Agreement, which covers climate change mi�ga�on, adapta�on and finance, and was nego�ated by 196 par�es, 
including South Africa, in 2015.  The Paris Agreement's long term temperature goal is to keep the rise in mean global 
temperature to well below 2°C and emissions should be reduced as soon as possible and reach net-zero by the middle 
of the 21st century.  

More and more investors and por�olio managers are interroga�ng the environmental impacts of their investments, in 
other words, focusing on the E in ESG inves�ng.  (For more informa�on on ESG inves�ng, read the Trustee Tutor in the Q4 
2020 edi�on of Pensions World.)  Discerning investors will seek out sustainable investments that will provide them with 
good returns without damaging the environment. Companies (and countries) that produce sustainable products that are 
kind to the environment will be the net winners.

Sen�ment

Although not a macroeconomic factor, sen�ment is one of the broader market influencers that investors 
need to be aware of.

Sen�ment refers to the overall a�tude of investors toward a par�cular security or 
financial market. It is the feeling or tone of a market, or its crowd psychology, as 
revealed through the ac�vity and price movement of the securi�es traded in that 
market. Source:  Investopedia

Market sen�ment can be:
• Bullish – when prices are increasing; or
• Bearish – when prices are falling.

Sen�ment is not always based on market fundamentals, in other words, market sen�ment is about 
emo�on, whereas fundamental value is about business performance.  Sen�ment drives demand and 
supply, which in turn leads to price movements.  And in this space of emo�on or feelings about 
par�cular shares, some investors are able to realise great investment returns, by finding shares that 
are overvalued or undervalued based on what the crowd thinks or expects.

Trustee Tutor: Issue 10 – Macroeconomics and retirement fund investments
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The tools in government's toolbox

There are strategies, or tools, that governments use to control and protect their economies within the larger 
macroeconomic landscape.

Fiscal policy refers to the use of government spending and/or tax policies to influence market condi�ons, like 
employment, infla�on and economic growth. As part of an expansionary fiscal plan, the government might s�mulate the 
economy by cu�ng taxes or increasing spend on infrastructure projects.  Both of these strategies increase the disposable 
income available to consumers, who then spend more. This increase in consumer demand, could result in an increase in 
infla�on. An example of this is the government's issuing, and extension of, the Covid 19 social relief grant, designed to 
sustain households financially during this natural disaster and s�mulate economic ac�vity.

Monetary policy sits in the toolbox of the central bank, in other words the SARB. As discussed earlier, the SARB can 
influence the economy by controlling money supply or by adjus�ng the interest rates.  The lowering of interest rates will 
mean that consumers are able to access cheaper debt leaving them with more money available to buy goods and services.  
This increased demand will more than likely impact infla�on.

In conclusion, re�rement fund savings and investments take place in a broader economic 
landscape. Trustees need to understand the external, or macro, economic factors that will impact 
on the investments they choose to make and the returns that these investments will earn.  An 
understanding of the rela�onships between these factors is cri�cal to be able appreciate the inter-
connectedness of investment factors, to be aware of why por�olio managers make the decisions 
they make and how these will affect other parts of the re�rement fund's por�olio.
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For an on-line version of the required reading material as well as 
electronic CPD Submission form, go to 
h�ps://www.pensionsworldsa.co.za or h�ps://www.ebnet.co.za 

How to?

Answer all the ques�ons by inser�ng the correct answer(s) into the block provided next to each 
ques�on, scan the pages and email to Toni Can�n at ICTS, using cpd@icts.co.za
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1.  Macroeconomics studies the economy wide issues of:

a. Infla�on
b. Price levels
c. Market growth
d. All of the above

2.  A trustee is able to influence the macroeconomic variables that impact their re�rement fund.

a. True
b. False

3. Consumers spend more money in an economy:

a. When unemployment rates are high.
b. When interest rates are high.
c. When confidence levels about the future are high.
d. When infla�on is high.

4. Choose the incorrect statement.  

a. Current infla�on is around 2%.
b. Current GDP growth is expected to be around 2%.
c. The current repo rate is 4.25%.
d. The current prime rate is 7.75%.

5. Choose the most correct answer regarding infla�on:

a. Cost push infla�on refers to infla�on caused by decrease in the costs of produc�on.
b. Cost push infla�on refers to infla�on caused by the increase in the number of factors of produc�on.
c. Demand pull infla�on refers to infla�on caused by a strong consumer demand for a product or service.
d. Demand pull infla�on is the same as cost push infla�on.

6. Rising interest rates:

a. O�en nega�vely impacts share markets.
b. O�en is the goal of a country's central bank.
c. O�en restricts the borrowing ability of companies.
d. a and c only.
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7. Exchange rates in South Africa:

a. Are set by the SARB.
b. Are impacted by interest rates, infla�on and the poli�cal stability of the country.
c. Are not linked to supply and demand.
d. Are sta�c over certain periods.

8.  South Africa has a flexible exchange rate.
 
a. True
b. False

9. The following are included in the study of geopoli�cs:

a. Trade agreements
b. War trea�es
c. Climate agreements
d. All of the above

10. The Paris agreement:

a. Was not signed by South Africa.
b. Sets the targeted maximum increase in mean global temperature at 3°C.
c. Deals with climate change mi�ga�on and the financing thereof.
d. Is part of the government's fiscal policy.

Trustee Tutor: Issue 10
Macroeconomics and 
retirement fund investments
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TRACING SERVICES

For more informa�on, please visit our website, www.ictstracing.co.za or contact: 

Chris Combrinck or Revlon Selotole on 087 330 5627 or

chrisc@ictstracing.co.za or revlons@ictstracing.co.za

Are you looking for a tracing 
agent with a proven 19 year track 
record?

With all governance processes in place, our lines are open with 
a team of the necessary skilled people wai�ng for your call!

You only pay for successful traces.
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in the NEWS

10X Investments has agreed to a 100% purchase of 
CoreShares

This acquisi�on creates a full-service South African indexing 
investment specialist with more than R31 billion in assets 
under management.

The deal is subject to regulatory approvals, but no delays are 
expected. 

10X Investments CEO Tobie van Heerden said: “This deal 
brings together two great South African businesses with a 
shared investment philosophy and clear alignment around 
purpose.”

The purchase advances 10X’s evolu�on into a leading, full-
service rules-based investment manager providing a full 
suite of investment products across the various distribu�on 
channels. Also, the deal acknowledges the value-adding role 
of quality financial advice in various contexts. CoreShares’s 
significant, established intermediated offering will 
complement 10X’s strong direct-to-client business. 

10X Investments has recently embarked on a step-change in 
growth. A largely new senior management team, under the 
leadership of Van Heerden, has set a new course as a full-
service asset manager for what was essen�ally a bou�que 
re�rement savings business. He said this transac�on fast-
tracks 10X’s growth plans. 

A key aspect of the new 10X leadership team’s strategy is to 
forge a presence with intermediaries, acknowledging the 
role advice plays for investors with more complex needs. It is 
expected that CoreShares’s established and robust 
rela�onships in the intermediated market will smooth 10X’s 
entry into this market.

Gareth Stobie, Managing Director at CoreShares, said: “10X 
has historically not serviced advice channels, but the new 
management team have wide experience working with 
advisers. The enlarged company will cater for both advisers 
and for clients who want to invest directly.”

10X is known for providing high performing investment 
products and superior customer service at very fair prices. 
CoreShares has a wide product set covering discre�onary 
saving products as well as ETFs, an important growth area for 
a rules-based investment business. 

This deal will allow 10X and CoreShares clients, as well as 
other South African savers and investors, access to a wide 
selec�on of best-in-class products at the fairest fees possible.

The teams at the two businesses are complementary with 
li�le-to-no crossover. The CoreShares team will be joining 
10X, adding breadth and depth to their team and ensuring 
con�nuity for CoreShares clients. 

Van Heerden said the team at CoreShares correlates well 
with the people and the skill-sets 10X was planning to bring 
in over the next few years. He added that the deal is good 
news for staff at both businesses since it “combines two 
great, fast-growing companies and will significantly increase 
opportuni�es all round”. 

“We’re very excited about the range of funds and experience 
the CoreShares team brings to 10X,” said Anton Eser, 10X’s 
Chief Investment Officer. “With this expanded capability we 
aim to become the leading index provider in the South 
African market by tapping into proven global trends in the 
growing use of index funds as a core alloca�on in por�olios, 
as well as ESG inves�ng and a greater use of technology-
based solu�ons.”

Stobie said CoreShares’ exis�ng clients would benefit from 
the addi�onal scale, exper�se and capacity offered by the 
combined en�ty.

“Scale is cri�cal to being compe��ve in rules-based 
inves�ng,” said Van Heerden: “In the next couple of years, a 
small number of players in South Africa will have sufficient 
scale to par�cipate in the market and bring down costs for 
South African investors.”
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NMG Benefits extends investment abili�es with Sequoia stake

Johannesburg-based advisory and intermediary firm NMG Benefits has acquired a stake in bou�que discre�onary fund 
manager Sequoia Capital Management as it looks to expand its ability to manage and execute client investments. 

The deal will see Sequoia founder and director JB Smith joining the NMG execu�ve team to head up Asset Execu�on in NMG’s 
investment consul�ng business. 

Sequoia was founded at the end of 2018 with an ini�al focus on retail por�olio management and fund management services. 
The NMG partnership will give the business a pla�orm to enter the ins�tu�onal mul�-manager space as well.

Geoff Baars, Chairman of NMG Benefits, said the partnership would enhance the capabili�es of both firms, to the ul�mate 
benefit of their clients. 

“NMG’s clients will benefit from a greater ability to design and implement bespoke investment por�olios, faster and at lower 
cost. For Sequoia’s clients, it means the business has access to more resources and broader capabili�es than before,” said 
Baars.

NMG was established in 1992, and today has a presence in 18 ci�es across the world, in countries like the United Kingdom, 
Australia, Singapore and Canada. The Group’s South African opera�on, NMG Benefits, focuses on employee benefits such as 
Healthcare Consul�ng, Re�rement Fund Consul�ng, Re�rement Fund Administra�on, Investment Consul�ng and Actuarial 
Consul�ng. 

Sequoia’s Smith said the two firms were ‘a perfect fit’. “NMG brings to the table investment consul�ng, re�rement fund 
administra�on services, and its own umbrella fund, where Sequoia has strong discre�onary investment management and 
execu�on capabili�es. Together, we’ll be able to provide a far wider por�olio of services and drive ongoing growth in our 
respec�ve businesses.”

“As challenger brands, CoreShares and 10X have grown up 
alongside each other, both advoca�ng for a similar, yet 
different, approach to achieving good investment outcomes 
through using low-cost index funds,” Stobie said. “The shared 
energy, client-centricity and investment ethos makes for a 
solid founda�on of how the teams will come together.”

Van Heerden added: “10X is not trying to change what 
CoreShares is doing, but rather to build on it.”

He added: “The two businesses are a very good fit, being 
complementary without having that much cross-over or 
duplica�on. There is a clear synergy between CoreShares and 
10X’s desired growth path.” 

In a joint statement welcoming the deal, the exi�ng corporate 
shareholders of CoreShares said they were "proud of the 
journey and the strong investment franchise built over a 
rela�vely short �me frame, but also acknowledge the 
increasing role that scale plays when building a successful 
passive business".

The statement added: "Accordingly, this transac�on is in the 
best interests of the company and its clients, whilst allowing 
the exi�ng par�es the ability to focus more on their other 
primary assets and ac�vi�es.”
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 Apex Group announces acquisi�on of the Maitland business 

Apex Group Ltd. ("Apex" or "The Group"), a global financial services provider, announces today the planned acquisi�on of the 
fund services and third-party management company ("Manco") business opera�ons of Maitland Interna�onal Holdings plc 
("Maitland"), an interna�onal fund services provider. 

Founded in 1976, Maitland provides an extensive range of fund services including administra�on, transfer agency and 
management company services to 120 investment managers and 25 fund sponsor clients. This client base includes 
tradi�onal, alterna�ve and mutual funds across all fund types, strategies and investment styles. 

This strategic acquisi�on adds $200bn of Assets under Administra�on ("AuA") and $17bn of Assets under Management 
("AuM") to the Apex pla�orm. Maitland's 475 employees will join the Group, expanding Apex's exis�ng presence in the UK, 
Guernsey, Luxembourg and South Africa. 

The addi�on of Maitland will complement Apex's exis�ng geographic reach, fund administra�on offering and management 
company services, delivered under the FundRock and LRI brands. Maitland's clients will now benefit from Apex's single-
source solu�on, including services such as Global Compliance Solu�ons, ESG Ra�ng, Repor�ng & Advisory and Digital 
Banking. 

This is the latest in a series of successfully integrated global acquisi�ons for Apex including the recent addi�on of MMC 
Group, New Zealand's leading provider of investment administra�on services. Following comple�on of announced 
acquisi�ons, Apex will operate from over 80 offices in 40 countries worldwide, with 9,000 employees servicing an expected 
$2.5 trillion in assets across administra�on, depositary, custody and under management. 

Peter Hughes, Founder and CEO of Apex Group comments: "We have followed the long track record of the Maitland business 
for some �me and are excited by the opportunity to add greater product depth and geographic reach to our business. By 
becoming part of Apex Group, Maitland's clients and employees will benefit from access to the Group's scalable single-
source solu�on underpinned by leading technologies, and services delivered through our global reach and connec�vity." 

Steven Georgala, CEO, Maitland further comments: "This transac�on is tes�mony to the fact that the Maitland management 
team and employees have, over many years, with great dedica�on, and support from our loyal client base, built a world class 
service provider to the interna�onal investment fund community. On behalf of the board and our founding shareholders I 
wish to thank our staff and clients for their dedica�on and support, and I am confident that they will thrive and prosper within 
the Apex fold." 

Transac�on close is subject to customary condi�ons including regulatory approvals. 

Terms of the transac�on are undisclosed. Macquarie acted as financial advisor and Kirkland & Ellis served as legal counsel to 
Apex Group. Nomura served as financial advisor and McDermo�, Will & Emery acted as legal counsel to Maitland. 
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Stay updated and in the know about who is moving up the corporate 
ladder in the pension fund industry.

JB Smith
Asset Execution Executive
NMG Benefits

JB has 15 years' direct investment management experience 
ranging from por�olio management to execu�ve 
management posi�ons. JB is responsible for the design and 
implementa�on of bespoke investment por�olios that places 
our members' interests first. His experience on all aspects of 
a discre�onary investment management business posi�ons 
him well for his role at NMG Benefits.

Nico Burger
Head of Personal Financial Services
NMG Benefits

With more than twenty-five years' experience in the 
financial industry, Nico began his career with Sanlam in 
1994. In 1996, he joined Momentum and in 1998, he 
founded Fin Q which is now known as GRAVITON, a 
mul�billion Rand advisory company. Nico was one of the 
founding members of Verso Investment Services (which 
later became Efficient Wealth in 2013). As Chairman, he 
brought in new business which oversaw more than R8 billion 
in assets and over 6 000 clients. Nico joins NMG Benefits as 
Head of Personal Financial Services with the objec�ve of 
significantly li�ing our retail business. The partnership with 
InFund and NMG Benefits, further extends our retail 
proposi�on to include re�rement benefit counselling.

Howard has over 46 years of experience in the industry, 
primarily as investment consultant to defined benefit funds, 
defined contribu�on funds, hybrid funds and university 
endowment funds. His consulta�on included actuarial 
valua�ons of defined benefit funds and employee benefit 
consul�ng. Many large funds remained with Howard as their 
investment adviser for more than 20 years as a result of his 
knowledge, exper�se and his trusted advisory role. 
Addi�onally, Howard has served as a trustee and chaired the 
investment commi�ee of the Independent Schools 
Re�rement Funds.

Howard Rodd
Principal Consultant in South Africa and Namibia
NMG Benefits

Daisy Streatfeild
Sustainability Director
Ninety One

Daisy will be responsible for implemen�ng Ninety One's Net 
Zero commitments, across the firm and within por�olios.  
She will also work closely with investment teams in the 
development of sustainable products, as well as with clients 
to help inform them of the firm's approach to sustainable 
inves�ng and help them develop their approach. 
Daisy joins Ninety One from the Ins�tu�onal Investors Group 
on Climate Change (IIGCC), where she served as Programme 
Director. In this role, she helped to establish the Paris Aligned 
Investment Ini�a�ve and spurred on more than 140 IIGCC 
members to commit to net zero por�olio emissions.

MOVING
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Mbulelo Sochifa
Head of IT Operations
Glacier by Sanlam

Xolisa Dhlamini
Managing Executive Distribution
Sanlam Corporate

Xolisa is a financial services professional and holds a 
Masters in Development Finance from UCT. He is also a 
chartered development finance analyst (CDFA) and a 
cer�fied environmental, social and governance analyst 
(CESGA). Prior to joining Sanlam Corporate Xolisa was 
faculty at the UCT Graduate School of Business(UCTGSB) 
teaching and supervising Masters student research in 
sustainable responsible inves�ng. At UCT he also served as 
a trustee and investment commi�ee chair of the UCT 
Re�rement Fund. Xolisa is the former head of Africa for the 
UN-Supported Principles for Responsible Investment (PRI). 

Mbulelo has extensive experience in the IT industry, 
including s�nts at T-Systems and Barclays. Since 
2017, she has spent �me at Absa and Alexander 
Forbes as the VP: Lead Technology Partner and head 
of IT Service Management, respec�vely, in those 
companies. Mbulelo has a Na�onal Diploma in 
Computer Systems Engineering from the University 
of Johannesburg (2003) and has completed the 
Execu�ve Development Programme (MAP) from the 
UCT Graduate School of Business. 
 

Nicholas is Head of South African Equity Research 
and a por�olio manager within the SA investment 
team. He also co-manages the Corona�on 
Resources, Industrial and Market Plus unit trust 
funds. Nicholas joined Corona�on in 2014 and has 
eight years of investment experience.

Nicholas Hops
Head of South African Equity Research and 
portfolio manager 
Coronation

Effec�ve 1 May 2022, Zaheer has been appointed 
Head of Product Management and will be 
responsible for Glacier's solu�ons strategy.  
Before joining Glacier, he spent 5  years at Liberty 
Group South Africa, where he was the Head of 
Investments and Direct Distribu�on. Spanning 2 
decades, Zaheer has honed his skills and exper�se in 
roles at Alexander Forbes, Liberty Life, KPMG (UK) 
and Momentum Corporate.
 

 

Zaheer Bhikha
Head of Product Management
Glacier by Sanlam

Stay updated and in the know about who is moving up 
the corporate ladder in the pension fund industry.

MOVING
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We are pleased to announce that Avishal Seeth has 
been appointed to the role of Head: Re�rement 
Consul�ng with effect from 1 July 2022. We are 
excited to have finally managed to a�ract Avishal 
back to the group. In his �me away from Alexforbes, 
Avishal has been in various leadership roles in the 
Sanlam Group, with the last two years as Head of the 
Sanlam Umbrella Fund. 
 

Martin Teubes
Head: Intermediated Clients
Alexforbes

Following a successful run as Head of Re�rements,  
Mar�n Teubes takes on a new challenge which is how 
we partner with others in a quest to grow.  
We are pleased to announce that Mar�n has been 
appointed to the new role of Head: Intermediated 
Clients. This por�olio will include all clients where 
Alexforbes does not have in-house consultants 
represen�ng us and where we work through 
intermediaries and partners in servicing such clients. 

Avishal Seeth
Head: Retirement Consulting
Alexforbes

Stay updated and in the know about who is moving up the corporate 
ladder in the pension fund industry.

MOVING
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Catalysts of 
the new 
wave of 
emerging 

asset 
managers

Now is the time to partner with Motswedi to identify and invest with the new 

wave of emerging and transformed asset managers. We provide 

independent asset manager research, strategic consulting services and 

empowered multi-manager solutions. 

EMERGING MANAGER STRATEGISTS
MOTSWEDI

Mark Davids | Investment Strategist & Distribution 
Tel: +27 087 330 5623 Mobile:  +27 83 222 9913 davidsm@motswedi.co.za | www.motswedi.co.za
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Axioma�c is an independent 
Benefit consultancy which 
offers re�rement, health and 
risk solu�onsin South Africa 
and the African con�nent.

Contact: Hazel Hopkins, Senior Partner
+27 11 305 1950

hazel@axiomatc.co.za

Contact Person
Office no
Email

Jaco Wasserfall
+27 21 300 5729
info@benefitcounsellor.com

Retirement benefits counselling made easy via an online platform
and self-service kiosks - automated and fully complaint
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Contact: Virgilio da Silva
+27 11 783 1620
virgiliod@cadiant.co.za

A firm of independent professionals, advising on Re�rementt 
Benefits, Healthcare and Investments.
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®

EBnet is a unique digital 
retrement industry 

knowledge portal in Southern 
Africa with the widest digital 

news footprint in the industry.

Chris Brits, CEO  | +27 82 457 1833 
britsc@ebnet.co.za | www.ebnet.co.za

Contact: Brian Rosen, Director | FFA
P   + 27 11 274 5419
F   + 27 86 617 0258 

M + 27 82 338 7109  
E  brianr@ebsphere.com

EBSphere offers an on-line comprehensive 
administra�on system catering for the Employee 

Benefits Industry.

Contact: Ins�tu�onal Business
Office Number: +27 (0) 21 680 2000
Email: cib@corona�on.com

Corona�on is an independent asset manager, inves�ng the 
long-term savings of millions of South Africans and several 

global clients.

Colourfield Liability Solu�ons provides innova�ve liability-
driven and goals-based investment solu�ons to its clients. 
Our successful track record speaks for itself.

Contact: Costa Economou
+27 (0) 861 007 656
costa@colourfield.co.za

Retirement fund and member level Regula�on 28 and SARB 
compliance reportng. All our reports are ISAE3402 audit 

certified. 

Contact: Laven Chety, CEO
(010) 595 1010
Lchety@girsa.co.za
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INVESTMENT CONSULTING
AND TRUSTEE SERVICES

Market leaders in
Ÿ Trustee and member educa�on
Ÿ Independent trustee services
Ÿ Death benefit consul�ng
Ÿ Specialist communica�on

Contact: David Weil, CEO ICTS Group of Companies
+27 82 445 8852 | weild@icts.co.za
www.icts.co.za

Se�ng us apart in the industry:
Ÿ Various levels of tracing
Ÿ Document collec�on sevices
Ÿ Inves�gative tracing services

Contact: Chris Combrinck, Opera�ons Manager
ICTS Tracing Services
087 330 5613 | chrisc@ictstracing.co.za
www.ictstracing.co.za

TRACING SERVICES

Contact: Leanne van Wyk, Director ICTS Legal Services
010 110 8761 | vanwykl@icts.co.za
www.icts.co.za

LEGAL SERVICES

Providing useful services 
backed by outstanding 
exper�se

WEALTH SERVICES

www.icts.co.za 

Emile Hugo +27 73 144 2243 

hugoe@icts.co.za

Wealth Management

Financial Planning

Local and Offshore Investments

Life Assurance

Estate Planning

Tax Planning

I-Value is an experienced independent firm providing 
corporate governance related services including 
assurance engagements, risk management and 

efffectiveness reviews.

Contact: Michael van der Westhuizen CA(SA), Managing Director
083 384 7334
michael@i-value.co.za
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Michelle Dodd
+27 82 083 9034
info@justsa.co.za
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Contact: Danny Streicher, Execu�ve Director
+27 83 414 2451
dstreicher@mentenova.co.za

implemented solu�ons focused on member outcomes

We are an independent asset 
manager research business 
focusing on the South African 
investment management 
industry with specialisa�on in 
transforma�on initia�ves.

Contact: Mark Davids, Investment Strategy and Distribu�on
+2783 222 9913
davidsm@motswedi.co.za
www.motswedi.co.za

EMERGING MANAGER STRATEGISTS
MOTSWEDI
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Visit: mandg.co.za

Email: icm@mandg.co.za
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NieuMan specialises in Re�ement Fund audits and other 
related services. Our leadership team has a wealth of 

knowledge and experience.

Contact: Jaco Nieuwenhuis CA(SA) RA , Audit Partner
+27 82 928 8454

jaco@nieuman.co.za

Re�ement fund service excellence.

Contact: 
Neil Savage
Managing Director
neils@robsav.com

Chantelle Pronk
Business Development

chantellep@robsav.com

+27 (0)11 643 4520 
2 Hermitage Terrace, Richmond, Johannesburg, 2092
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This includes funeral cover, and burial plans.
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Contact: Na�e van Jaarsveld, Actuarial Consultant
C +27 82 498 5560  
T +27 12 643 0222 
www.sng-argen.com

Contact: Kere'shea Govender, Head: Ins�tu�onal Business
kereshea.govender@sasfin.com
Cell: 0836360572
Tel: 0115319216

Sasfin Asset Managers, Bou�que with a brand

Verso Financial Services (Pty) Ltd 
offers comprehensive employee 
benefits consul�ng and re�rement 
fund administration services with 
full support to Boards of Trustees 
(including fund secretarial services).

Contact: 

Wynand Breytenbach, Director Consul�ng 

Derek van Wyk, Director Administra�on

+27 21 943 5300

info@verso.co.za

www.verso.co.za

SOUTH AFRICA

Pensions
World 

R

This space could be yours. For information, 
call Chris Brits on 082 457 1833 or email 
britsc@ebnet.co.za
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Head: Sanlam Umbrella Solutions
Sanlam Corporate
T  +27 21 947 3142   
C +27 82 493 4222

nzwa.shoniwa@sanlam.co.za    

Nzwananai Shoniwa
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