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EMPLOYEE BENEFITS

Is your re�rement fund the weakest link?

Andrew Davison, Head of Advice at Old Mutual Corporate 
Consultants sketches the scenarios in which re�rement funds 
and their members, ac�ng together, can achieve the 
re�rement replacement ra�os they want.

Why have a fund? Issues faced by the employer

Mar�n Teubes, Head of Re�rement Consul�ng, Alexander 
Forbes, demonstrates that in the long run, a company 
re�rement fund remains the most cost effec�ve, tax efficient, 
diversified and trusted method of saving for an ordinary 
person employed in South Africa.

Can scale and healthy compe��on make umbrella funds 
the smart choice? 

When considering the choice between remaining as a 
standalone fund or transi�oning to a commercial umbrella 
fund, Guy Chennells, Head of Product for Employee Benefits, 
Discovery, encourages employers and trustees to consider 
the usual seven comparison factors through the lens of 
achieving be�er re�rement outcomes for members.

The rise of umbrella funds - making the right decisions

There is no right or wrong answer as to which umbrella fund is 
be�er. GJ Mellet, Actuary and Re�rement Fund Valuator at 
SNG ARGEN Actuarial Solu�ons, encourages employers to 
consider a number of points that will allow stakeholders to 
consider the umbrella fund that is best suited for their specific 
needs.

A wave of global pension reform has been launched in 
2020 to help address the impact of the COVID-19 
pandemic

Stephen Walker, consul�ng actuary and member of the 
Re�rement Ma�ers Commi�ee of the Actuarial Society of 
South Africa, provides insight into how 10 countries around 
the world have assisted ci�zens who experienced financial 
hardship due to the COVID-19 pandemic.

Fund reprimanded for demanding des�tute mother to 
produce a DNA test result 

Advocate Matome Thulare, Deputy Pension Funds Adjudicator, 
lambastes a fund's trustees for causing the mother of a child to 
suffer undue hardship in having to obtain a DNA test without 
any financial assistance, in order to prove paternity.

How WhatsApp can bring much needed change to the 
re�rement industry

Hayden Naidoo, The Benefit Counsellor, shares a crea�ve, 
innova�ve and secure way that re�rement funds are able to 
communicate meaningfully and cost effec�vely with their 
members.

INVESTMENTS

Schroders Ins�tu�onal Investor Study 2020

This 2020 survey shows that around the world concerns are 
spiking around global economic slowdown and investment 
confidence falls as investors turn to private assets to navigate 
Covid-19 uncertainty.

A prescrip�on to change investment focus

Investment in developmental ini�a�ves could very well be 
the model that lays the founda�ons for us to rebuild a be�er 
South Africa says Janina Slawski, Head of Investment 
Consul�ng at Alexander Forbes.

The path towards a future that ma�ers

It is �me to take the next step towards making capital more 
inten�onal and working towards measurable outcomes 
according to Khaya Gobodo, MD, and Jon Duncan, Head of 
Responsible Investment, at Old Mutual Investment Group.

Will prescribed assets be used as a policy tool?

Sandy McGregor, Por�olio Manager, Allan Gray, provides 
some much needed context and tackles the issue of 
conflic�ng reports on this issue.

Inves�ng with a conscience

Rowan Burger, Head of Strategy at Momentum Investments, 
asserts that while any form of prescrip�on should be 
rejected, there is a strong moral case to look beyond just the 
immediate return delivered by an investment to its broader 
societal benefit.

Harnessing the power of ESG risk premia in systema�c 
inves�ng 

In iden�fying ESG factors as risk premia, the systema�c 
investor needs to move beyond tradi�onal screening 
methodologies and policy implementa�on towards a rules 
based, scalable and measurable ESG integra�on strategy, 
stresses Jessica Phalafala, Quan�ta�ve Analyst, Prescient 
Investment Management.

Prescribed assets – no need to panic

Johan Gouws, Head of Advice, Sasfin Wealth provides some 
insights into the highly emo�ve topic of prescribed 
investments and encourages funds and members to avoid 
making any emo�onally driven decisions purely based on 
specula�on.

Enabling infrastructure investment – a focal point for SA's 
depressed economy

Santhuri Thaver, Senior Credit Analyst at Ashburton 
Investments, expands on how infrastructure investment can 
be used, and financed, as a s�mulus to economic growth.
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Have we come full circle? The shi� back to direct
commercial property 

The long term prospects of direct property assets remain 
compelling in many sectors, par�cularly now as valua�ons 
have become more appealing, says Peter Clark, Por�olio 
Manager, Ninety One, as he makes the case for re�rement 
funds to consider inves�ng in direct commercial property.

Agents of sustainable change: How investors expect 
companies to be socially aware 

Hannah Simons, Head of Sustainability Strategy at Schroders' 
shares what the Global Investor Study of 2020 reveals about 
investors' views on how companies behave and who should 
be responsible for mi�ga�ng climate change.

STOCK-TAKE

Unpacking big tech, the investment story of the year

The investment story of the year is undoubtedly how 
significantly the Big 5 US tech companies have outperformed 
the rest of the market. Humaira Surve, por�olio manager, 
Corona�on's developed markets team, asks the trillion-dollar 
ques�on: do these businesses s�ll offer value? 

PERSONAL FINANCIAL PLANNING

With-profit annui�es under a magnifying	glass

Karen Wentzel, Head of Annui�es, Sanlam Corporate, takes a 
deep dive into the benefits of with-profit annui�es and 
provides four important ques�ons clients should ask any 
provider before inves�ng in a with-profit annuity product.

Family �es - can you break the curse of intergenera�onal 

debt?

The Reserve Bank has reported that the household debt to 

income ra�o stood at 73.7% for the first quarter of this year. 

Saul Gur, Financial Manager, Teljoy and Asavela Gwele, 

Client Rela�onship Associate at 10X Investments, stress the 

importance of normalising saying no to debt and building 

savings to avoid leaving a legacy of debt.

INDUSTRY UPDATE

In the news

A new sec�on in Pensions World SA�� which looks at 

companies who have joined forces with other players or 

undergone significant restructuring. This edi�on features:

Ÿ Old Mutual acquires PwC Research Services (Pty) Ltd
Ÿ Tennant Group concludes empowerment deal with

KDI Capital Partners
Ÿ Sanlam Execu�ve appointments to support revised

strategy
Ÿ Finfind CEO recognised for her business leadership

What's happening at the FPI?

Lelané Bezuidenhout, CEO of the Financial Planning Ins�tute 
stof Southern Africa, gives feedback on the 31  annual FPI 

Professionals conven�on, shares how COVID-19 makes FPI 

membership more important than ever and announces the 

FPI's memorandum of understanding with the Actuarial 

Society of South Africa.

Looking through the November 2020 IRFA virtual 

conference

Enos Ngutshane, President of the Ins�tute of Re�rement 

Funds Africa (IRFA), shares the themes and discussion items 

of the November 2020 IRFA conference.

LEGAL ROUND-UP

Unravelling the ball of wool … POPIA and re�rement 

funds

Leanne van Wyk, Director, ICTS Legal Services (Pty) Ltd, sets 

out a clear process that re�rement funds can follow to 

untangle the complicated web of POPIA.

Legal update:  Q4 2020

In this issue, Chantal Manson, Head of Legal Advocacy, 

Liberty Group, sets out the notable points of the second dra� 

of the Conduct of Financial Ins�tu�ons (COFI) Bill and also 

provides a useful summary of this year's many conduct 

standards issued by the Authori�es.

TRUSTEE TUTOR

Issue 4 –  The framework of Environmental, Social and 

Governance (ESG) inves�ng

MOVING UP

This new sec�on in Pensions World SA�� highlights 

profiles of players in the industry who are moving up. This 

edi�on features:

Ÿ Kere’shea Govender, Sasfin Asset Managers
Ÿ Lwando Moni, Board of CFA Society South Africa
Ÿ Phila Dlongwana, Mufaro Employee Benefits
Ÿ Abdur-Rehman Mangera, Fedgroup
Ÿ Muhammad Jogee, Fedgroup
Ÿ Kanyisa Mkhie, Sanlam Corporate
Ÿ Avishal Seeth, Sanlam Umbrella Solu�ons
Ÿ Monique Sto�erg, AON
Ÿ Premal Ranchod, Alexander Forbes Investments
Ÿ Nolly Tsie, Alexander Forbes Investments
Ÿ Thesin Vandeyar, PSG Wealth R21 EB
Ÿ Nimesh Keshav, PSG Wealth R21 EB
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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.

287,000 
reasons to be 
visible on EBnet

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

EBnet's digital footprint reaches out to over 
287,000 individuals via our affinity groups on 
LinkedIn and Twi�er
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The Oxford Learner's dic�onary defines prescribe as: (of a person or an organisa�on with authority) to say what should be done 

or how something should be done.

This word has had a lot of air�me in recent months. I'm, of course, talking about the resurgence of the conversa�on around using 

re�rement fund assets to fund the recovery of the country's flailing economy. More specifically, the possibility of government 

prescribing a mandatory percentage of a re�rement fund's investments to be invested in state-owned enterprises. This would 

be done to essen�ally “bail out” these ins�tu�ons from their current financial difficul�es.

Whilst the concept was considered merely theory and hypothesis early in 2020, the economic devasta�on le� in the wake of the 

Covid-19 pandemic has perhaps upgraded this agenda item somewhat. The underlying issue however is the seemingly 

incongruent objec�ves of inves�ng to maximise re�rement fund members' fund values through infla�on bea�ng returns and 

the effec�ve management of these enterprises which would be required to produce these returns.  And the level of investor 

mistrust, a�er years of mismanagement and corrup�on, runs deep.

The same Oxford Learner's dic�onary also a provides second defini�on of prescribe as: (of a doctor) to tell somebody to take a 

par�cular medicine or have a par�cular treatment. Seen through this lens, prescribed investments may be the tonic needed to 

reinvigorate our economy and bring it back to health. An investment in these enterprises to return them to financial wellness 

may be the first step on the path to overall economic recovery.  

The key issue for investors is where would the governance of this investment sit?  Who would be the ul�mate referee to call foul 

when rules are broken?

Whilst there is a mixed bag of reac�ons around the dinner table on this very emo�ve issue, the reality is that it is in no one's 

interest to see our economy fail, leaving a scenario where everyone loses.  I think we all agree that it is �me to think crea�vely 

and use the assets at our disposal to reinvigorate our economy.   

Perhaps this is where impact inves�ng, the not-so-new kid on the investment block, has a key role to play. And I'm talking about 

meaningful, well run projects that create employment, wealth and sustainability in our communi�es. Perhaps this is where one 

would find the mee�ng place of investors' return objec�ves with management's business objec�ves.

This quarter's issues will hopefully help you form your own opinions to be able to engage in healthy dinner �me debate.

Happy reading un�l we meet again in the first quarter of 2021. 

Please note that this publica�on has been approved by the FPI for CPD purposes 



Is your retirement fund 
the weakest link?

Andrew Davison, Head of Advice at Old Mutual Corporate Consultants

The reality, for most South Africans, is that the journey to a successful re�rement consists of membership of the re�rement funds of 

more than one employer, s�tched together by diligent preserva�on when changing jobs. Lack of preserva�on is undoubtedly a key 

reason why many people reach re�rement with insufficient capital, but it is by no means the only factor. The adequacy of capital 

accumula�on within each link in this re�rement savings 'chain' deserves closer scru�ny. 

In defined contribu�on funds, benefit design ma�ers a great deal in terms of the replacement ra�o that members can reasonably 

expect to achieve at re�rement. Poorly designed funds provide members with li�le or no hope of accumula�ng sufficient capital by the 

�me they reach re�rement age. This means that a member who works for only one employer (and therefore saves in only one 

re�rement fund), or a member who belongs to more than one fund and diligently preserves when changing jobs, will not re�re 

comfortably, despite a legi�mate expecta�on of doing so. This is not a failing of the member but of the re�rement fund(s) and the 

employer(s) along with the respec�ve trustees and advisors.  

Se�ng clear, achievable targets

Although an adequate level of replacement ra�o differs depending on the individual's personal needs and circumstances, the 

commonly accepted guideline in South Africa is in the range of 70 to 75%. Re�rement funds generally have a stated objec�ve of 

targe�ng a replacement ra�o in this range. The replacement ra�o target is usually set out in the fund's Investment Policy Statement, 

included in the member booklet and repeated in regular member communica�ons. It may also be noted in the financial statements 

and referenced in mee�ngs. Unfortunately, many funds have not been designed to deliver replacement ra�os that are anywhere 

near the stated target. 

It is worth no�ng that there is no obliga�on on any fund to target a replacement ra�o of 70% or more. What is important is to be 

inten�onal and deliberate in the design of the targeted benefits and then ensure that the members have a realis�c understanding of 

what the fund is capable of delivering. Consider an employer with a predominantly low-income workforce, where take home pay is a 

priority and re�ring members may qualify for the State Old Age Grant as part of their re�rement planning. A re�rement fund for such 

an employer might target a replacement ra�o of only 40%. As long as members are aware of this and understand the impact on their 

re�rement plans then this is perfectly fair and sensible. However, designing a fund to deliver a 40% replacement ra�o while 

communica�ng an industry standard, generic target of 70% is misleading and poten�ally devasta�ng for members and it diminishes 

trust in the re�rement industry.

Many employees who are fortunate enough to belong to their employer's retirement fund hold 
the mistaken belief that mere membership of a fund is enough to ensure a comfortable 
retirement.
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Designing a fund to deliver successful outcomes

Fortunately, good fund design is very simple, at least in theory. The equa�on to solve to ensure that a given set of design features will 

have a solid chance of delivering the target replacement ra�o is readily available. In prac�se, it does involve a trade-off between the 

benefits available to employees immediately (take home pay), other benefits such as group life and disability and benefits directed 

towards the future (re�rement provision). 

The key elements of benefit design for a defined contribu�on fund are the following: 

Ÿ the Normal Re�rement Age,

Ÿ the defini�on of pensionable salary,

Ÿ the contribu�on percentage (a�er costs),

Ÿ the default investment strategy (real return target a�er fees) and

Ÿ the annuity strategy (a rela�vely recent but important addi�onal considera�on for trustees).

The member level choices in rela�on to any of these features are also crucial to consider, especially insofar as they detract from the 

targeted replacement ra�o. It is also important to realise that these elements are all interrelated. A change to one results in an 

adjustment being required to one or more of the others to deliver the desired replacement ra�o.

To illustrate the impact of different designs, consider a few scenarios, all of which have the poten�al to deliver a similar replacement 

ra�o of 70% of cost to company salary, assuming a start age of 30. Note that the nature of defined contribu�on funds means that 

targe�ng a par�cular replacement ra�o does not mean that it will be achieved in prac�se. A key determinant of the actual re�rement 

outcomes for individual members is the level of real return achieved by the fund's investment strategy over �me. This is inherently 

uncertain and the higher the target, the greater the short term fluctua�ons rela�ve to the long term target real return.

Is your retirement fund the weakest link?

DESIGN FEATURE

Normal Re�rement Age 

Defini�on of pensionable 
salary

Contribu�on % a�er costs

Real return target of default 
investment strategy a�er fees

Annuity strategy

Targeted Replacement Ra�o

DESIGN 1

65

80% of cost to 
company

16.2%

5.5% p.a.

With profit – couple

70%

DESIGN 2

65

80% of cost to 
company

29.9%

5.5% p.a.

Living annuity* 

70%

DESIGN 3

60

80% of cost to 
company

22.4%

5.5% p.a.

With profit - 
female

70%

DESIGN 4

60

100% of cost to 
company

17.9%

5.5% p.a.

With profit - 
female

70%

*Note: the living annuity is based on a sustainable drawdown rate, which is necessarily low given unknown longevity, so this

provides a lower pension than a with profit annuity for the same capital.

Some other benefit design considera�ons:

Ÿ The fact that females have longer life expectancy than males doesn't always get the a�en�on it deserves in fund design,

especially if the workforce is predominantly female. Addressing this requires a higher contribu�on percentage. Lower group life

premiums might allow a higher net contribu�on towards savings but this is usually offset by higher disability premiums for

females.

Ÿ Pensionable salary that is lower than cost to company salary is an outdated concept and funds should seek to shi� their

design to use cost to company salary as the defini�on of pensionable salary. Offering members a choice of pensionable salary is

also not recommended as it obscures the true level of re�rement readiness of the member.

Andrew Crawford, CEO of Seshego Benefit Consulting, a Citadel Holdings company
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State Old Age Grant 

The State Old Age Grant in South Africa is currently R1,860 per month for those aged 60 to 74 and R1,880 per month for 

those aged 75 or older.

Means test 

To qualify for the Grant: 

Ÿ If you are single, your income cannot be more than R86,280 per year (R7,190 per month) and your assets cannot be

worth more than R1,227,600.

Ÿ If you are married, your combined income cannot exceed R172,560 (R14,380 per month) and combined assets cannot

exceed R2,455,200.

Source: www.sassa.gov.za

Ÿ Funds with a predominantly higher income workforce, who are likely to opt for living annui�es in re�rement, should target a

higher level of capital at re�rement, or at least ensure members understand the implica�on of selec�ng a living annuity on their

projected pension amount.

Ÿ Funds with a mostly lower income workforce should consider the poten�al for members to make use of the State Old Age

Grant (subject to the means test) as part of the design of the targeted replacement ra�o.

Ÿ Normal re�rement age has a significant impact on the ability of members to accumulate sufficient capital. Although this is an

employer, not a trustee, decision it is important for trustees to consider the impact on the other elements of design.

Ÿ Even if drama�c changes to benefit design don't seem possible, small incremental changes can make a marked difference

over �me. An example is increasing contribu�on rates by 0.5% each year, at salary increase �me, over 5 years. The impact is

unlikely to be felt by members but will shi� the design of the fund and hence the ul�mate re�rement benefits.

Sound re�rement outcomes should not be a fortuitous accident. Replacement ra�os of 70% or more are achievable. In order for 

members to achieve these, there is a cri�cal role for re�rement funds to play and there is an equally important part for members to 

play. For their part, re�rement funds need to be carefully designed to ensure they enable members to accumulate sufficient assets 

while they are a member of that fund. Members need to join the links in the chain by preserving every �me they change jobs. It's as 

simple as that. 

Is your retirement fund the weakest link?
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Why have a fund? 
Issues faced by the employer

The tradi�onal selling points are 

low cost, tax free contribu�ons 

(27.5% up to R350 000 a year), zero 

capital gains and dividends tax, and cheap diversifica�on. 

However, these selling points are compe�ng with the 

following counter arguments:

Ÿ the low return investment environment

Ÿ ongoing talk about prescribed assets

Ÿ limita�ons imposed in terms of Regula�on 28, especially

on offshore investment

Ÿ the future annui�sa�on requirements for provident funds

(1 March 2021), which is s�ll on the cards and a big worry

for some, especially unions

For cash strapped employees, contribu�ons towards the 

company's re�rement fund are very o�en a grudge purchase.

Add to this the addi�onal financial pressure brought on by the 

Covid-19 pandemic.

Since April 2020, approximately 30% of employers in umbrella 

and standalone funds administered by Alexander Forbes have 

requested rule amendments to suspend contribu�ons for a 

period of up to six months. So, what happens at the expiry of 

the concession period? 

Do employers start to contribute again at the same or reduced 

levels, do they request extensions or do they restructure and 

retrench employees? We see all these scenarios playing out at 

the moment. Our research shows that for every six months 

that contribu�ons are suspended, the member's pension at 

re�rement decreases by 1% a year¹.

Also noteworthy is the introduc�on of the Private Member's 

Bill in parliament. The aim of this bill is to amend the Pension 

Funds Act to allow pension fund members to access a 

percentage of their pension savings as a guarantee for a loan, 

other than for housing purposes². What is significant about 

this bill is that the entrenched nature of re�rement funds, with 

its long term savings objec�ves, is being challenged.

Then we also have the occasional administra�on hiccup, 

vola�le markets and nega�ve views on con�nued 

membership in re�rement funds expressed in the media, 

making it difficult for employers to ra�onalise and posi�on 

these 'for and against' arguments in defence of their 

occupa�onal fund. 

Let's face it, it's becoming more difcult for companies to explain to 
employees why it is compulsory to belong to the company's retirement fund. 

¹ Based on a 40-year-old married male, R2 million in re�rement savings, contribu�ng at 15% of pensionable pay, which is R1 million a year un�l re�rement at age 
65, 4% real return with salary + 1.5% above infla�on

² Government Gaze�e No�ce 504 of 2020, no�ce of inten�on to introduce a Private Member's Bill and invita�on for comment on the dra�, namely the Pension 
Funds Amendment Bill, 2020

Mar�n Teubes, Head of Re�rement Consul�ng, Alexander Forbes
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Variables that determine re�rement outcomes

If we consider the latest Member Watch™ results which reported that 6% of the popula�on can re�re comfortably on a 75% 

replacement ra�o of final salary or higher, the argument that things tend to work out in the long run works only for a very small 

propor�on of members. In fact, the same survey also reported that the average member re�res on 28.6% of final salary³. 

To find out where we are going wrong, we have to look at the variables that go into securing a healthy re�rement. See the analysis 

below which looks at different scenarios⁴:

Why have a fund? Issues faced by the employer

The ability to influence any par�cular scenario is either with one or a combina�on of stakeholders, mainly the employer, board of 

trustees or management commi�ee (manco) and the member. The sensi�vity of each of these variables must be understood and it 

should guide the board of trustees or manco in their decision making. For instance, just focusing on cost actually has very li�le 

impact on member outcomes. 

One aspect that we find with most funds is that while the fund might be well constructed to achieve reasonable outcomes for 

members, the reality is that few members actually re�re comfortably. This introduces the most impac�ul and probably the most 

overlooked lever – member behaviour. During a member's re�rement savings journey there are key decision points at which, 

through their decisions, members themselves either preserve or destroy value. One such key decision point is what they decide to 

do with their re�rement savings when they leave the fund (exit). The following graphs show an analysis of member decisions at exit 

from 2012 to 2019⁵.

³ Alexander Forbes Member Watch™ 2020
⁴ Alexander Forbes Lifeguage. Standard AF Lifeguage assump�on set 
⁵ Alexander Forbes Member Watch™ 2020

PRESERVATION RATE

2012 2018 2019

11.50%

51.60% 48.80%

8.70% 8.80%

48.40%

Preserva�on rate (number of members)       
Preserva�on rate (by assets)

Contribu�on rate (% of pensionable salary) 17.0%  17.0% 17.0% 17.0% 17.0%18%
Investment return (real) 4.00% 4.00%   4.00% 4.00% 4.00%5.00%

Cost (as % of pensionable salary) 0.30% 0.30% 0.30%  0.30% 0.30%0.20%

Re�rement age 63 63 63 63  6365
Investment fees (% of total assets)  0.70% 0.70% 0.70% 0.70% 0.70% 0.50%

Replacement ra�o for a new member 52% 55% 63% 55% 57% 54%

Improvement 6% 21% 6% 10% 4%
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PROPORTION OF MEMBERS TAKING CASH
WITHDRAWALS AT DIFFERENT BENEFIT CATEGORIES

R0 - R25 000 R25 000 -  R660 000 - R990 000
R660 000 R990 000 and above

61.50%

37.60%

0.80% 0.60%
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Why have a fund? Issues faced by the employer

As one would expect, members with higher values tend to preserve be�er, and only a handful of members who do preserve at exit 

actually preserve a sizable amount. The problem we have is with the trend, which shows clearly that in terms of the number of 

members preserving together with the amounts being preserved, we are on the wrong track. 

How to achieve be�er member engagement and decision making

Since the introduc�on of re�rement benefit counselling (RBC) on 1 March 2019, we have compared scenarios where RBC is working 

against those where it's not. 

In the following table we compare pre-re�rement exit data from 2018, before RBC, with 2019, a�er the implementa�on of RBC. The 

results are encouraging: there's a definite posi�ve change in member behaviour from before to a�er RBC was implemented, and 

funds that implemented enhanced RBC do so much be�er⁶:

Year-on-year % change 

(2018 to 2019)

Preserva�on rates 

(number of 

members)

55%

Preserva�on 

rates (value)

13%

Annui�sa�on 

rates (number 

of members)

7%

Annui�sa�on 

rates (value)

3%

When properly informed, members tend to make the correct long term decisions to support their objec�ve to re�re be�er. The 

trend is short and data points are sketchy to say the least, but this gives us a measurement framework that each fund could do on 

their own to track member decision making over �me.

Whose job is it anyway?

Tradi�onally service providers advised corporates (boards of trustees, mancos and employers) on the outcomes faced by their 

members and provided tools and advice on interven�ons that the corporate could implement. 

I think we have reached the point where we have to acknowledge that the results so far had been sub-op�mal, and are actually 

deteriora�ng. 

As evidenced by RBC, if taken seriously, and not just implemen�ng the bare bones legal requirement, the key to unlocking the true 

value of a defined contribu�on fund is to find new ways of engaging with members and assis�ng them with key decisions along their 

savings journey in the fund. 

Three key stakeholders must work together to achieve this common goal – the RBC provider, the employee benefit consultant and 

the corporate. If one of these three stakeholders is absent or does not buy into this common goal, the results will be muted and the 

struggle con�nues.

So, to get back to the original ques�on, why have a fund? 

The simple answer is because it works. In the long run, some levers affec�ng member outcomes would undoubtedly come 

under pressure, such as low market returns, poor annuity quotes, cost issues, affordability of making contribu�ons, and so on. 

However, in the long run, it remains the most cost effec�ve, tax efficient, diversified, and I have to add 'trusted', method of 

saving for an ordinary person employed in South Africa. 

Without an employer sponsored fund most employees would be le� fending for themselves and would more than likely end up 

with something less favourable than an employer nego�ated fund. 

⁶ Alexander Forbes Investments, Products & Enablement pla�orm
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Are you looking for a 
tracing agent with a 
proven 19 year track 
record?

TRACING SERVICES

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

Chris Combrinck or Revlon Selotole on 087 702 3800 or

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

With all governance processes in place, a state-of-the-art call 
center, skilled inves�gators and a document collec�on team 
that understands your funds needs.

You only pay for successful traces.



Many standalone funds have made the transi�on but some remain reluctant to move over to an umbrella fund structure. Some 

may not even have seriously considered the umbrella op�on. There could be many factors that are driving these fiduciary 

decisions, but what is perhaps lost, or treated as simply one of many factors rather than the primary driver, is the core objec�ve 

of our re�rement funds industry, says Head of Product for Employee Benefits at Discovery, Guy Chennells. 

“Our core objec�ve in the industry is to help ordinary people prepare for a funded re�rement. So, the most responsible way to 

compare standalone and umbrella funds currently on the market is to analyse how effec�ve each op�on is in achieving a well-

funded re�rement for members. This can be broken down into the usual factors that are considered, but they must all be seen 

through the lens of achieving be�er re�rement outcomes.”

7 factors usually considered when comparing funds
There are various factors usually considered when it comes to deciding between remaining as a standalone fund or transi�oning 

to one of the available umbrella funds out there. These include costs, default solu�ons, effec�ve communica�on, death benefit 

distribu�ons, risk benefits, governance and transforma�on. When evalua�ng op�ons, it is helpful to compare each of these 

factors in turn and assess them against the primary objec�ve. We will briefly touch on each factor and ask whether it impacts the 

objec�ve materially or not, and whether an umbrella or standalone structure is likely to have an advantage.

1. Costs

There are a number of costs associated with running a re�rement fund, from administra�on and asset management fees to

preparing annual financial statements and valua�ons, and paying trustees. Umbrella funds are generally much more affordable

than mid-sized or smaller standalone funds in this regard, simply because they are so much bigger. Their scale and commercial

compe��on results in more efficiency and cost compe��veness, significantly reducing the costs for individual fund members,

who each pay very low administra�on fees.

TO WHAT EXTENT DOES THIS DIRECTLY IMPACT THE OBJECTIVE 

HELPING MEMBERS ACHIEVE WELL-FUNDED RETIREMENTS?

DO UMBRELLA OR STANDALONE FUNDS 

HAVE AN ADVANTAGE?

Medium  Umbrella

Can scale and 
healthy 

competition 
make umbrella 

funds the 
smart choice? 

Guy Chennells, Head of Product for Employee Benefits, Discovery

National Treasury has repeatedly highlighted consolidation of 

retirement funds as an important driver of efciency and 

value to members. Their vision sees the industry made up of 

some very large industry umbrellas, a number of commercial 

umbrellas and sizable company-specic funds.
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TO WHAT EXTENT DOES THIS DIRECTLY IMPACT THE OBJECTIVE 

HELPING MEMBERS ACHIEVE WELL-FUNDED RETIREMENTS?

DO UMBRELLA OR STANDALONE FUNDS 

HAVE AN ADVANTAGE?

Medium  Neither

2. Default solu�ons

Default solu�ons refer to a fund's preserva�on, annui�sa�on and investment strategies set by the trustees. These days, both

umbrella and standalone funds have a wide range of preserva�on and annui�sa�on solu�ons in place at reasonable fees.

As far as investments go, Regula�on 37 means that all defaults now need to comply with the same standards. Most umbrella 

funds allow for off-the-shelf choice at Manco, or sub-fund, level and many also allow large par�cipa�ng employers to customise 

a default investment strategy and retain investment consul�ng services. So this factor should never be a disqualifying factor 

when considering an umbrella strategy for a fund.

3. Effec�ve communica�on

Once more, the sheer scale of umbrella funds gives them the ability to enhance communica�on strategies to be more consistent

and effec�ve. An employer Manco can also complement the fund's standard communica�ons with any tailored material

deemed necessary, allowing an employer to be as hands on here as they would like, independent of the format of the fund

(standalone or umbrella).

TO WHAT EXTENT DOES THIS DIRECTLY IMPACT THE OBJECTIVE 

HELPING MEMBERS ACHIEVE WELL-FUNDED RETIREMENTS?

DO UMBRELLA OR STANDALONE FUNDS 

HAVE AN ADVANTAGE?

Medium  Umbrella

4. 37C death benefit distribu�ons

Decisions around 37C death benefit distribu�ons can be contested points, but most umbrella funds allow mancos that want to

stay involved in the process the opportunity to provide recommenda�ons to the trustees. A good working rela�onship among all

the par�es involved can make for robust decisions and sound oversight. And once again, an employer can be as hands on here as

they would like, independent of the format of the fund (standalone or umbrella).

TO WHAT EXTENT DOES THIS DIRECTLY IMPACT THE OBJECTIVE 

HELPING MEMBERS ACHIEVE WELL-FUNDED RETIREMENTS?

DO UMBRELLA OR STANDALONE FUNDS 

HAVE AN ADVANTAGE?

Low Neither

5. Risk benefits

The design of risk benefits and how open these benefits are to nego�a�on is important to many employers. Thankfully, most

umbrella funds these days allow for an open architecture risk, meaning a move to an umbrella fund would result in no change in

the op�ons available to or nego�a�ng power of the employer's Manco.

TO WHAT EXTENT DOES THIS DIRECTLY IMPACT THE OBJECTIVE 

HELPING MEMBERS ACHIEVE WELL-FUNDED RETIREMENTS?

DO UMBRELLA OR STANDALONE FUNDS 

HAVE AN ADVANTAGE?

Low Neither

Can scale and healthy competition make umbrella funds the smart choice? 



6. Governance

Good governance is vital as a safeguard for members' interests in the fund. In general, governance within umbrella funds is

good as regula�ons have �ghtened in recent years. Most umbrella funds have an independent chairman, an independent

principal officer and at least 50% independent trustees on the board. This structure allows members to rest in the hands of an

employer Manco for decisions that impact them directly, knowing their fund level interests are being looked out for

appropriately.

TO WHAT EXTENT DOES THIS DIRECTLY IMPACT THE OBJECTIVE 

HELPING MEMBERS ACHIEVE WELL-FUNDED RETIREMENTS?

DO UMBRELLA OR STANDALONE FUNDS 

HAVE AN ADVANTAGE?

Low Neither

7. Transforma�on through ac�ve asset ownership

Many boards of trustees try, without jeopardising investment return outcomes, to promote transforma�on in South Africa

through their influence as large asset owners. This will surely remain an important func�on for all of the largest re�rement

funds. However, there is a minimum level of scale needed before you can really be effec�ve with a direct asset ownership

agenda. If a fund doesn't have that scale, then it will be reliant on the asset managers it selects to drive an aligned agenda. If,

however, one can access acceptable asset managers through a commercial umbrella fund, then one can get the same access,

but through a larger fund with even more influence.

TO WHAT EXTENT DOES THIS DIRECTLY IMPACT THE OBJECTIVE 

HELPING MEMBERS ACHIEVE WELL-FUNDED RETIREMENTS?

DO UMBRELLA OR STANDALONE FUNDS 

HAVE AN ADVANTAGE?

None Standalone, but only if extremely large

The X factor
“Another factor that has a powerful impact is a fund's ability to enable and encourage members to make the kind of decisions that 

lead to a well-funded re�rement,” adds Chennells. “I would argue that this is actually the factor with the greatest poten�al influence 

on re�rement outcomes. It has been ignored in the past because all funds (standalone and umbrella) have generally been bad at it. 

That has now changed.” 

Commercial umbrella funds are sponsored by large corporates that have built up exper�se and scale opera�ons in behavioural 

science and digital development. That is true to a greater extent for some umbrellas of course, especially those linked to companies 

with a proven track record of behaviour-influencing product design and digital engagement. This then becomes a most pressing 

reality for anyone carrying fiduciary responsibility to act in the interest of re�rement fund members.

How digital solu�ons can drive be�er decision making 
Chennels explains how it works: “A digital solu�on can be used to deliver just-in-�me educa�on.  Instead of people having to learn 

general facts about saving and apply those facts to their lives, they are shown in real �me what they need to do to improve 

re�rement outcomes, and allowed to take ac�on there and then. This removes the theory from educa�on and gets straight to the 

real heart of the ma�er – helping people to make smarter financial choices.”

Digital solu�ons also allow fund providers to reach every single member at zero incremental cost. The ini�al cost of development can 

be high but extending the solu�on to each new person is free. If designed right, it can also then very effec�vely dovetail with 

tradi�onal in-person or telephone advice solu�ons.  

“For re�rement fund trustees intent on keeping the objec�ve of be�er outcomes for members at the heart of their decision making,” 

says Chennells, “the factor of demonstrable ability to improve member decision making should be reclaimed from the bo�om of the 

assessment scorecard and brought right into the front and centre of this cri�cal debate.” 

Can scale and healthy competition make umbrella funds the smart choice? 

TO WHAT EXTENT DOES THIS DIRECTLY IMPACT THE OBJECTIVE 

HELPING MEMBERS ACHIEVE WELL-FUNDED RETIREMENTS?

DO UMBRELLA OR STANDALONE FUNDS 

HAVE AN ADVANTAGE?

Very high Umbrella
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Can scale and healthy competition make umbrella funds the smart choice? 

Summary table: Factors to consider when deciding between a standalone and umbrella strategy
The table below demonstrates that many factors are irrelevant in deciding between standalone and umbrella funds as a vehicle 

to providing re�rement funds to members. It is clear that for those factors that do impact member outcomes materially, and 

differ between standalone and umbrella, umbrella funds have an advantage. 

COSTS

DEFAULT SOLUTIONS

EFFECTIVE COMMUNICATION

37C DEATH BENEFIT DISTRIBUTIONS

RISK BENEFITS

GOVERNANCE

TRANSFORMATION

ABILITY TO DRIVE BETTER DECISIONS (DIGITALLY)

TO WHAT EXTENT DOES THIS DIRECTLY IMPACT THE OBJECTIVE 
“HELPING MEMBERS ACHIEVE WELL-FUNDED RETIREMENTS?”

DO UMBRELLA OR STANDALONE 
FUNDS HAVE AN ADVANTAGE?

MEDIUM

MEDIUM

MEDIUM

LOW

LOW

LOW

NONE

VERY HIGH

NEITHER (IRRELEVANT)

NEITHER (IRRELEVANT)

NEITHER (IRRELEVANT)

NEITHER (IRRELEVANT)

ONLY IF EXTREMELY LARGE

DEPENDING ON THE PROVIDER

UMBRELLA

UMBRELLA

UMBRELLA

STANDALONE
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Make sure your 
members keep 
their beneficiary 
forms up-to-date in 
life-changing 
circumstances.

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

+87 702 3800 | kriekr@icts.co.za | www.icts.co.za



The Rise of Umbrella 
Funds – Making the 

Right Decisions
GJ Mellet, Actuary and Re�rement Fund Valuator at SNG ARGEN Actuarial Solu�ons

There has been a major shift in the retirement fund industry from private standalone funds to 
multi-employer commercial umbrella funds. This is denitely not news to anyone even remotely 
involved with the industry, but is it the right decision to follow the herd? 

The Financial Sector Conduct Authority (FSCA) is ac�vely driving the reduc�on in the number of ac�ve funds to about 200, with the 

two main reasons being consolida�on and costs. The idea is to have a few large umbrella funds, large union-driven funds and some 

large standalone funds. This means that the members of approximately 90% of standalone funds are expected to find a new 

re�rement fund home in a commercial umbrella fund. The last few years have seen a big increase in the number of commercial 

umbrella funds which defeats the FSCA's plan of a “few large umbrella funds”, but there is no doubt that the number of standalone 

funds will con�nue to decrease, especially in the a�ermath of the Covid-19 pandemic. 

This raises the following ques�ons:

Is it the right decision for a specific standalone fund to move to an umbrella fund?

Is it the right decision for a par�cipa�ng employer of an umbrella fund to remain 

in that specific umbrella fund?

Reasons for the move to umbrella funds
The main reason for the move to umbrella funds is costs. The general percep�on is that umbrella funds offer economies of scale and 

can offer administra�on, consul�ng and investment services at a much lower cost than standalone funds. This is especially true for 

standalone funds with a small number of members and thus can't enjoy the economies of scale that a large membership base brings.
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There is also an ever increasing onus placed on trustees in 

respect of fiduciary du�es and governance responsibili�es. 

Umbrella funds offer professional and independent trustees, 

in addi�on to trustees employed by the sponsor, which 

eliminate the �me and governance responsibili�es for some of 

the employer's top employees (who would have been trustees 

on the employer's standalone fund). Par�cipa�ng employers 

could have a management commi�ee which facilitates the 

rela�onship between the umbrella fund and the employer and 

monitor ac�ons, but without the personal risks faced by 

trustees.

Other reasons for the move to umbrella funds could include 

access to a broader range of investments and investment 

managers, as well as lifestaging and in-fund annuity op�ons 

which might not be feasible for small standalone funds. There 

is also an expecta�on that umbrella funds will offer be�er 

member communica�on since they have the resources, 

experience and required exper�se to address members' 

needs.

Factors to consider when choosing an umbrella 

fund

It is important to note that all umbrella funds are not equal 

and even different op�ons offered by a specific fund can vary 

widely. Some umbrella funds or op�ons offer a straight 

forward vanilla fund at a low cost, while other funds or op�ons 

offer greater flexibility of any and all the bells and whistles 

required to customise the benefit structure, at a more 

expensive cost.

Since all umbrella funds are not equal and considering the fact 

that there are good and bad umbrella funds for a specific 

scenario, we need to answer the following ques�on: 

Which commercial umbrella fund offers the best value for 

money while sa�sfying the specific requirements from the 

employer, members and other stakeholders?

The answer to this ques�on is not all about costs. If costs are 

considered as the only factor to choose an umbrella fund the 

wrong fund will likely be chosen. The full features and value 

add of an umbrella fund should be considered, covering at 

least the following:

1. Governance

The governance factors to consider include the following:

Ÿ number of trustees, especially the number of independent

trustees;

Ÿ level of fidelity cover in place;

Ÿ is there independent oversight over the administrator and

auditors, for example through actuarial valua�ons

performed by independent actuaries; and

Ÿ are management commi�ees allowed and how ac�ve are

these commi�ees?

A management commi�ee gives an employer some input and 

oversight, without the full governance responsibili�es of a 

board of trustees.

Although the above points will probably not be a dealbreaker 

when choosing an umbrella fund, it can be the deciding factor 

between two funds which are equal when looking at costs. 

2. Demographics

Fund demographics can be considered, amongst others, in

terms of the number of members, number of par�cipa�ng

employers, total assets and gross monthly contribu�ons

receivable. Some umbrella funds may only allow membership

from specific unions, bargaining councils or employees from a

specific industry, for example private security services or the

tex�le industry.

The general expecta�on is that larger funds offer be�er 

economies of scale and will therefore have lower costs. This is 

however not always the case and employers should consider 

size and demographics in their decision making factors.

3. Administra�on and customer service

All umbrella funds might not be able to easily match unusual

benefits or benefit structures, while most umbrella funds have

a minimum number of members per par�cipa�ng employer.

The availability of op�ons like different contribu�on

categories, whether in-fund annui�es are offered or the

accessibility of regularly updated individual member

informa�on on mobile or web pla�orms could be some of the

deciding factors in choosing an umbrella fund that fits the

employer's needs.

4. Investments and risk benefits

Most umbrella funds, especially the largest funds, are

sponsored by subsidiaries of insurance companies or other

financial ins�tu�ons. These funds usually use the

administra�on services, investment products and risk

products of the sponsor (or a sister/parent company) at

reduced fees compared to external providers. It should

however be considered if products of external providers are

accessible and if not, how the trustees ensure that products

and rates offered are compe��ve in the market. The level of

control available over members' investment strategies and the

available op�ons offered by different umbrella funds should

be balanced with the addi�onal cost to be able to exercise

such op�ons.
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5. Costs

Last, and the most important for most employers and

members,  is  the considera�on of costs (including

administra�on and consul�ng fees). Fees have a direct impact

on how much of a member's re�rement contribu�ons remain

to be invested and therefore the expected re�rement benefit. It

is not unusual to read statements like “over �me, paying 2%

more in fees can mean 40% less for you when you re�re”. The

comparison of fees used to be a very conten�ous issue and it

was difficult, if not impossible, to make a fair and accurate

comparison of fund costs. The Associa�on for Savings and

Investment South Africa (ASISA) Re�rement Savings Cost (RSC)

disclosure standard sets out minimum disclosure requirements

and will ensure that commercially sponsored umbrella funds of

ASISA members present costs in a standardised and

compara�ve way.

In summary, the RSC standard divides costs into four categories: 

investment management, advice, administra�on and other. 

Costs are projected over 1-, 3-, 5- and 10-year periods on a 

standard set of assump�ons and expressed as a percentage of 

projected assets.

The RSC disclosure is only done on a fund or par�cipa�ng 

employer level. Although this total cost comparison will be 

directly comparable between umbrella funds the actual 

implementa�on and costs deducted from individual members 

could be very different if costs are deducted as a percentage of 

salary or a fixed rand amount per member per month. RSC is 

definitely a useful tool and a move in the right direc�on, but the 

impact on individual members should s�ll be considered.

From 1 October 2020, ASISA members should disclose costs at 

member level for commercial umbrella funds in terms of the 

new ASISA Re�rement Fund Standard: Effec�ve Annual Cost 

(EAC). This will allow individual umbrella fund members to 

review and compare costs on their umbrella fund with other 

investment products. Members will receive communica�on at 

least once a year reminding them that they can request an EAC 

calcula�on.

Not all sponsors of umbrella funds are ASISA members and 

therefore not all umbrella funds need to comply with the RSC 

and EAC standards. We expect, however, that the market will 

push even the non-ASISA member funds to disclose costs 

according to these standards to make them directly comparable 

to other umbrella funds.

It should also be considered if any broker or other support fees 

are payable directly by the employer which are not included in 

the fund costs.

What is the right decision?

In conclusion, there is no right or wrong answer as to which 

umbrella fund is superior compared to its peers. The above 

points will, however, allow stakeholders to consider the 

umbrella fund that is best suited for their specific needs.
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A wave of global pension reform has 
been launched in 2020 to help 
address the impact of the COVID-19 
pandemic

Stephen Walker, consul�ng actuary and member of the Re�rement Ma�ers Commi�ee 

of the Actuarial Society of South Africa.

The World Health Organisation (WHO) declared COVID-19 to be a 
Public Health Emergency of International Concern on 30 January 2020. 
COVID-19 was ofcially categorised by the WHO to be a pandemic on 
11 March 2020. By the end of March 2020 the world had changed in 
ways that we could not have imagined on New Year's Day 2020.

The economic impact of the COVID-19 pandemic has been 
devasta�ng globally. Many countries around the world 
introduced significant s�mulus packages and increases to social 
security benefits provided to residents. This ar�cle examines 
some examples of changes made to pensions in ten countries 
around the world in order to address challenges created or 
worsened by the pandemic and the resul�ng lockdowns. 

Australia
Australia has a social security program and a mandatory 
occupa�onal pension program, referred to as Super-annua�on. 
Certain beneficiaries of the social security programme were 
paid two Economic Support Payments of A$750 in April and July 
2020.

Superannua�on members who have lost their jobs or had 
working hours reduced, as well as sole traders facing financial 
difficul�es, were allowed to access up to AU$10 000 of their 
re�rement savings before 1 July 2020. Members were granted 
another opportunity to access an addi�onal payment of up to 
AU$10 000 between 1 July and 24 September 2020. These 
payments are tax free.

Furthermore, the minimum annual withdrawal rates for 
pensioners from the Superannua�on program have been 
temporarily halved to allow more flexibility.

Bermuda
Bermuda has made amendments to its compulsory 
occupa�onal pension program to allow members of defined 
contribu�on occupa�onal pensions to access a por�on of their 
account balances. Members younger than the normal 

re�rement age of 65 may request once off withdrawals of up to 
B$12 000. Members who are re�red may request once off 
withdrawals of up to 25% of their account balances.

Canada
Canada's federal government announced a new tax-free lump-
sum payment of C$300 to individuals eligible for the Old Age 
Security (OAS) social security pension, plus an addi�onal C$200 
to those also eligible for the Guaranteed Income Supplement 
(GIS). Other measures affec�ng seniors include a 25% 
reduc�on in the minimum withdrawal amount in 2020 from 
Registered Re�rement Income Funds (similar to an annuity) 
and temporary extensions of GIS and Allowance payments for 
some pensioners. The measure is es�mated to cost around 
C$2.5 billion and is aimed at helping vulnerable seniors cover 
increased living expenses caused by the COVID-19 pandemic.

Chile
Chile's old-age pension system consists of the mandatory 
individual account program, a legacy social insurance program, 
and several non-contributory programs. In May 2020, a special 
cash transfer program called Emergency Family Income was 
introduced for the country's most socio-economically 
vulnerable households, including those with at least one 
member aged 70 or older receiving an old-age solidarity 
pension.

In July 2020 the government went further by allowing 
par�cipants in the country's mandatory individual account 
pension program to withdraw up to 10 percent of their account 
balances.
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Estonia
From April 2020, Estonia's government allows employers and 

employees to temporarily suspend their contribu�ons to the 

country's mandatory individual account scheme.

Eswa�ni
In neighbouring Eswa�ni (formerly Swaziland), the regulator 

made changes in May 2020 to allow contribu�ons to be 

temporarily suspended, which has also happened in South 

Africa. However, unlike in South Africa the changes also 

allowed members of registered re�rement funds early access 

to their re�rement savings while 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.

Unlike many of the other countries referred to in this ar�cle, 

Eswa�ni is similar to South Africa in that it does not have 

compulsory preserva�on requirements for re�rement savings 

on withdrawal.

India
Beneficiaries of both the Na�onal Social Assistance Program 

and regional/state run equivalent schemes were paid their 

pension benefits three months in advance.

The na�onal Employees' Provident Fund in India will now allow 

an advance, non-refundable withdrawal of re�rement savings. 

Employees who have lost their jobs will be allowed to 

withdraw the lower of 75% of their re�rement savings or three 

months' salary as an advance from the fund while remaining 

ac�ve fund members.

Malaysia
On 1 April 2020, the employee contribu�on rate under the 

na�onal Employees Provident Fund ( ) reduced from 11 EPF

percent of monthly earnings to 7 percent for members 

younger than 60. Members can choose to keep their 

contribu�on rate at 11 percent. The contribu�on rate 

reduc�on is expected to last un�l the end of 2020.

Members par�cipa�ng in the EPF will be able over, a 12 month 

period, to withdraw up to 500 ringgits a month from their 

re�rement savings. This only applies to members below 55 

years old.

Peru
The government began making advance payments of certain 

social security benefits including the non-contributory old age 

pension.

Peru is allowing par�cipants in its mandatory individual 

account program (the SPP) to make one off early withdrawals 

from their accounts during the pandemic. The allowable 

withdrawal amount depends on individual account balances. 

Employee contribu�ons (typically 10 percent of gross earnings) 

to these accounts were suspended in April.

United States of America
The Coronavirus Aid, Relief and Economic Security Act (the 

CARES Act) passed in March 2020 allows individuals to 

withdraw from their Individual Re�rement Accounts (IRAs) or 

401(k) re�rement plans if they were impacted by COVID-19 

and require cash. The account owner, their spouse or a 

dependent must have tested posi�ve for COVID-19 or must 

have been impacted financially by the pandemic. 

Withdrawals of up to US$100 000 in total are allowed and the 

usual penal�es for early withdrawal are waived. The funds can 

be repaid, but this is not compulsory. Benefits are taxable but 

this tax can be paid over three years and if benefits are repaid 

within three years, the tax already paid can be reclaimed.

Conclusion
In South Africa, the FSCA have permi�ed the temporary 

suspension of contribu�ons to employers facing hardship. The 

reality though is that consequences of this pandemic to SA's 

previously vulnerable economy is catastrophic and that the 

relief offered is unlikely to address the need that many 

employers face. There is con�nued talk of the role re�rement 

funds could play. They are big capital holders and the 

deployment of a por�on of this capital into building and 

support of infrastructure and investment as part of their long 

term investment strategy should go a long way in crea�ng jobs 

and helping the economy recover.

Unfortunately, this approach is unlikely to provide the 

immediate relief needed to help those in desperate need. 

Perhaps more crea�ve responses are needed like allowing 

access to a por�on of the members' re�rement savings. 

Managing this however, and the poten�al abuse that it might 

come with, will be challenging and costly. 

A wave of global pension reform has been launched in 2020 to help address the impact of the COVID-19 
pandemic
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Fund reprimanded for 
demanding destitute 
mother to produce a DNA 
test result 

FundsAtWork Umbrella Provident Fund decided not to pay a por�on of the deceased's death benefit to a minor child a�er ini�ally 

withholding it pending the produc�on of a DNA test by the child's mother.

Instead the fund decided to redistribute the benefits that were set aside for the child amoun�ng to R313 876.59 when the mother of 

the child did not produce the DNA test results. This was notwithstanding the fact that it had already found that the child was factually 

dependent on the deceased.

The mother, who was financially des�tute, took a period of over two years to muster up enough money (R2000) to pay for a DNA test 

which proved the child's paternity. The DNA test proved that the deceased was indeed the father of the child. 

The fund submi�ed to Advocate Thulare that it allowed the mother a period of two and a half years to provide the paternity test and 

that it was afforded a period of 12 months to trace and iden�fy dependants or nominees. 

Advocate Thulare held that the fund could not rely on the 12 month period referred to in sec�on 37C of the Pension Funds Act to 

reject the complainant's claim when it had not itself adhered to same and in circumstances where it failed to conduct a proper 

inves�ga�on.

He also held that the fund failed to provide clarity on why it failed to assist the mother with the paternity tests, or let alone follow up 

on its request before its decision to redistribute. Had the fund contacted the mother, it would have been aware of the challenges she 

faced, and that she was in the process having the paternity tests conducted regardless of these challenges.

“The least the first respondent (FundsAtWork Umbrella Provident Fund) could have done is to contact the complainant prior to 

making a decision to redistribute the death benefit.”

“It has come to the a�en�on of the Adjudicator that the complainant is unemployed. Therefore, the ques�on for the first respondent 

is how the complainant was reasonably expected to have the tests conducted if she is unemployed?”

A fund has been lambasted by the Deputy Pension Funds Adjudicator, 

Advocate Matome Thulare, for causing the mother of a child to suffer undue 

hardship in having to obtain a DNA test without any nancial assistance, in 

order to prove paternity.

Advoate Matome Thulare, Deputy Pension Funds Adjudicator
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Fund reprimanded for demanding destitute mother to produce a DNA test result 

Advocate Thulare found that the fund abdicated its 

responsibility of conduc�ng a thorough inves�ga�on as 

envisaged in sec�on 37C as it made no effort to confirm the 

minor child's paternity. 

He said the fund sat back and expected the complainant to 

provide it with informa�on, and a�er a period of �me, without 

consul�ng the complainant, it made an incorrect decision to 

redistribute the minor child's por�on of the death benefit. 

If it had complied with its du�es, the fund would have taken 

responsibility for obtaining the DNA test results and would 

have had the proof that it purportedly required to pay the 

minor child's benefit.

The fund had no regard for the protec�on, promo�on and 

fulfilment of the best interests of the minor child. The fund, 

therefore, did not consider the best interests of the minor child 

in its decision to redistribute the death benefit allocated to him.

Advocate Thulare found that the fund failed in its fiduciary duty 

owed to the minor child.

“It is clear that the first respondent accepted that the child was 

factually supported by the deceased. It is not clear what 

purpose a DNA test could have served to prove that the child 

was a dependent as defined in the Act. 

“Withholding the payment in respect of the child, a�er it had 

accepted him as a factual dependent, based on the produc�on 

of DNA test results, was an act of irra�onality on the part of the 

first respondent.”

It was also confusing that the fund had taken three resolu�ons 

in this ma�er. However, Advocate Thulare found that the third 

resolu�on was taken in a failed a�empt to ameliorate the 

wrongs of its previous execrable conduct of requiring a DNA 

test without providing any financial support to the mother in 

order to obtain same when she was financially distressed and 

in circumstances where a DNA test was not needed because 

the fund accepted the factual dependency of the minor child.

The fund caused the mother of the child to suffer undue 

hardship in having to obtain a DNA test without any assistance, 

said Advocate Thulare.

“The severity of first respondent's conduct is aggravated by the 

fact that it sought to jus�fy its ac�ons by passing a resolu�on 

on 18 July 2019, well a�er the benefit had been paid, in order 

to submerge the incorrect basis on which it had decided to 

redistribute the minor child's benefit.”

In the circumstances, Advocate Thulare ordered the fund to pay 

the minor child's benefit of R313 876.59 together with interest.
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How WhatsApp can bring 
much needed change to the 
retirement industry
Hayden Naidoo, The Benefit Counsellor

Re�rement technological advances over the last decade have enabled companies to innovate their interac�on with their target 
audience and customers.  COVID-19 has highlighted the need to adopt more digital channels and expand the view of companies and 
funds on what cons�tutes effec�ve communica�on.  The introduc�on of apps and data-friendly messaging pla�orms has provided a 
freedom that is yet to be fully exploited.

The South African Post Office (SAPO) struggles to meet the obliga�ons of all stakeholders involved.  With only about 55 branches of 
its 1 416 branches profitable, cash flow struggles and employment issues are the largest causes of the state-owned enterprise being 
unable to provide dependable service to both corporates and South Africans.

As a result, many re�rement funds experience delays in communica�on when sending through important informa�on such as 
benefit statements, newsle�ers and other crucial informa�on rela�ng to their funds.

SAPO has been struggling for many years but the COVID-19 pandemic has compounded and exposed the extent of the na�onal postal 
services struggles.

As a result of this, the industry finds itself searching for innova�on and crea�vity.  The need for effec�ve communica�on is larger than 
ever as fund members across the na�on seek informa�on in a �me of uncertainty.

Most retirement funds in South Africa still rely on the South African Post Ofce to 
fulll their obligations to communicate with members, especially when it is time to 
distribute benet statements.
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Digital media

Of course, many re�rement funds have turned to digital media such as SMS/MMS, USSD and e-mail to communicate with their 

members.

SMS communica�on is limited by a character limit which hinders how much informa�on can be conveyed understandably.

MMS communica�on opens the avenue for more characters and mul�media however this medium is not as cost effec�ve as SMS and 

requires members to download the content required.

E-mail communica�on has revolu�onised the communica�on industry.  Almost every en�ty that is trying to make a mark uses e-mail 

campaigns to promote and communicate. However, the overload of spam e-mail and promo�onal content creates an opportunity for 

members to miss important e-mails communica�ng essen�al informa�on. E-mails work well for office-bound employees but are 

ineffec�ve for the general workforce.

Sending sensi�ve informa�on over e-mail can also be exploited by security vulnerabili�es.  The majority of e-mail services such as 

Gmail and Outlook do not provide end-to-end encryp�on and data may be accessed by third par�es and adver�sers.  Some financial 

service providers try to secure the informa�on sent through to their clients by requiring a password to access a�achments. In most 

cases, users are only required to enter their ID number or date of birth.

Depending on the target market of your fund, the above men�oned media are viable op�ons but South Africa is a diverse na�on and 

a large number of the popula�on may not have e-mail addresses.  This means that whilst these are great tools for many re�rement 

funds to use, most funds rely solely on the South African Postal Services to fulfil the obliga�ons to fund members.

WhatsApp for Business

WhatsApp, the freeware applica�on that is used by the majority of people, launched WhatsApp for Business in 2018.  This brought a 

unique opportunity for businesses to use secure chats to communicate with their clients.  WhatsApp for Business allows any firm to 

automate, sort and quickly respond to messages.

WhatsApp has further created more opportuni�es by launching the WhatsApp Business API (applica�on-programming interface). 

The API has given many developers around the world the opportunity to rethink and innovate the interac�on between a business and 

its target audience.

What does this mean for the re�rement industry?

Most people who own a basic smartphone have access to WhatsApp.  WhatsApp's cost effec�ve messaging and VoIP (voice over 

internet protocol) calling has drawn over two billion users across the globe.  This means that re�rement funds anywhere in the world 

can use WhatsApp for Business to communicate effec�vely with their members.  With the correct development, re�rement funds 

can securely integrate with the WhatsApp Business API.  Members of the funds will be able to access their fund informa�on, benefit 

statements and other fund related informa�on by simply using the messaging tool that the majority of people use in their daily lives.

WhatsApp provides end-to-end encryp�on and developers can program in security systems to verify the iden�ty of any user before 

providing any sensi�ve personal data.

WhatsApp also allows the use of mul�media content.  This means that mul�page statements and newsle�ers can be issued at a 

frac�on of the cost of tradi�onal print and post methods.

With the uncertainty an unreliability of the South African Post Office, it seems like there is no be�er op�on for re�rement funds to 

move to this secure digital pla�orm to distribute benefit statements and other important fund communica�on to members.

How WhatsApp can bring much needed change to the retirement industry
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Schroders Institutional Investor Study 2020: Global 
economic slowdown concerns spike and investment 
condence falls as investors turn to private assets to 
navigate Covid-19 uncertainty  

EXCLUSIVE

Investors are now acutely concerned about the investment impact of a global economic slowdown amid falling confidence levels, as 

many are now turning to private assets to manage risk and diversify their por�olios, Schroders Ins�tu�onal Investor Study 2020 has 

found.

The study – which spanned 650 ins�tu�onal investors globally encompassing $25.9 trillion in assets – revealed that the vast majority 

of investors (79%) believed a global economic slowdown would have the biggest impact on their por�olio performance over the 

next 12 months. 
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Reflecting the current Covid-19 related concerns, this was a 

significant increase on 49% a year ago. 

The number of investors who are confident of securing their an�cipated returns has 

dropped significantly from 52% in 2019 to 33% in 2020.

At the same �me, investors said they were ramping up their alloca�ons to private 

assets from 12.8% a year ago to 14.1% over the next 12 months, with 46% sta�ng that 

an increase in their alloca�on to private assets would help manage risk. 

Private equity, infrastructure equity and private debt were cited by investors as the 

main three private asset classes to which they wanted to increase their alloca�ons to 

over the next three years.  

Indeed, 71% of investors said Covid-19 had prompted them to look for undervalued 

assets while 26% said they would con�nue to diversify into alterna�ves and private markets in a bid to reduce their exposure to listed 

assets.

Johanna Kyrklund, Schroders' Group Chief Investment Officer, commented: 

 “Years of quan�ta�ve easing have borrowed returns from the future and Covid-19 has brought new uncertain�es. Now, more than 

ever, is the �me to remain focused on our underlying principles as ac�ve investors with an unrelen�ng focus on excellence and 

accountability.

“We believe that it is only with a truly ac�ve approach can we offer our investors the best possible opportunity to benefit from strong 

performance and navigate the ebbs and flows of today's global investment markets. 

“Staying the course, focusing on the long term and con�nuing to listen to our clients remain our primary focuses, irrespec�ve of the 

o�en rapidly changing outlook.”

Georg Wunderlin, Schroders' Global Head of Private Assets, commented: 

“Historical crises have shown that por�olios with significant exposure to private markets can achieve long term investment 

performance. 

“The Ins�tu�onal Investor Study shows that investors con�nue to be a�racted to private markets to increase diversifica�on and 

access specialised, alterna�ve return streams. These characteris�cs can become especially valuable at �mes when the global outlook 

remains so unclear.

“As we review the results of this study, economies are more open than they were in April, but the impact of 

Covid-19 on our daily lives remains very present and it is now becoming clear which sectors are emerging 

as the winners and losers. We con�nue to believe that private markets offer investors manifold opportuni�es.”

Previous key investment concerns such as the poten�al tapering of monetary policy and the impact of higher interest rates have 

moved to the periphery as Covid-19 issues have taken centre stage. 

Schroders Institutional Investor Study 2020: Global economic slowdown concerns spike and investment condence 
falls as investors turn to private assets to navigate Covid-19 uncertainty  
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Unsurprisingly, almost all investors (91%) stated that Covid-19 would cause a major global recession. More reassuringly 

however, a li�le over half (53%) said they would not make por�olio changes un�l the outlook was clearer. Furthermore, the 

majority (81%) of investors believed that a Covid-19 stock decline presented a good buying opportunity. 

Globally, the majority of investors (67%) are expec�ng returns of 5%-9%, with investors in the US remaining par�cularly bullish 

compared to their European counterparts. 

Tellingly, investors' focus on genera�ng income has also fallen sharply with only 31% sta�ng it as a primary investment 

objec�ve, compared with 66% a year ago. 

Conversely, 64% of investors cited capital preserva�on as a core objec�ve in the current climate compared with 57% in 2019. 

On this theme, 54% of investors said liability-driven and cashflow-driven investments were crucial to managing their 

investments. 

For private assets, performance track record, investment philosophy and fees were the main three factors investors said they 

would take into considera�on when selec�ng a specialist manager. 

About Schroders Ins�tu�onal Investor Study: 

This global study was commissioned by Schroders for the fourth consecu�ve year to analyse ins�tu�onal investors and their 

a�tudes towards investment objec�ves, performance outlook and risks to their por�olio. The respondent pool represents a 

spectrum of ins�tu�ons, including pension funds, insurance companies, sovereign wealth funds, endowments and founda�ons 

managing approximately $25.9 trillion in assets. The research was carried out via an extensive global survey during April 2020. 

The 650 ins�tu�onal respondents were split as follows: 179 in North America, 248 in EMEA, 173 in Asia Pacific and 50 in La�n 

America. Respondents were sourced from 26 different countries.

Schroders Institutional Investor Study 2020: Global economic slowdown concerns spike and investment 
condence falls as investors turn to private assets to navigate Covid-19 uncertainty  
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The ruling ANC's 2019 manifesto listed, as one of its priorities, an investigation into the introduction 
of prescribed assets to mobilise funds from nancial institutions for socially productive investments. 
At the time, no details were provided on what this might mean, and a great deal of speculation still 
exists around this matter.

The topic of prescribed assets has once again come up on our radar of South African current affairs. It seems that each �me this topic 

resurfaces it garners more momentum, picking up more concern and uncertainty as it steamrolls its way through sensa�onalist 

commentators in the media. 

But first: we do not have the full picture just yet 
It is important to men�on from the outset that there has been no formal decision made on the implementa�on of prescribed assets. 

Before a legisla�ve direc�ve on prescribed assets is made into law, there are extensive legal processes, impact assessments and 

consulta�ve engagements that need to take place. 

Currently, there is insufficient informa�on to assess the poten�al impact on re�rement funds and individuals' savings as specifics 

around the type of assets considered, as well as the risk and return profiles of those assets. 

There are always winners and losers when policies such as prescrip�on are considered
The topic of prescribed assets is not a new one for South Africans. It was ini�ally introduced in 1956 to direct funds from financial 

ins�tu�ons into government and state-owned company bonds, which resulted in a sub-op�mal outcome for investors. During this 

prescribed asset regime, it was employers of defined benefit funds who lost out, having to pay the balance of the return shor�alls 

suffered by re�rement funds. 

Since then, there has been a significant shi� away from defined benefit funds toward defined contribu�on funds. If prescrip�on were 

to be applied today, it would generally be the members of re�rement funds who stand the most to lose, not employers. 

In general, it is expected that any prescrip�on will create an ar�ficial demand for the prescribed assets as investors are forced to invest 

in certain “prescribed” asset classes. If we consider the current financial state of state-owned enterprises (SOEs), which con�nuously 

require bailouts from the fiscus, it is plausible to assume that these SOEs will be some of the beneficiaries – or winners – of prescribed 

assets. 

A prescription 
to change 

investment 
focus

Janina Slawski, Head of Investment Consul�ng, 

Alexander Forbes
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The financial performance of SOEs as it stands would present 

undesirable investment proposi�ons, which will require a 

syphoning of funds from profitable assets and may result in 

sub-op�mal investment outcomes for investors.

Every member of a defined contribu�on fund that earns 

poorer returns due to prescrip�on will re�re or leave their 

funds with less money than they would have had in the 

absence of prescrip�on.

It is easier to take a stand than to understand
Prescribed assets were cited under two sec�ons in the ANC's 

2019 manifesto: 'Inves�ng in the economy' and 'Transform 

and diversify the financial sector'. Our country has a high level 

of unemployment, underdevelopment and poverty that 

needs immediate a�en�on – now more so than ever before. 

While the championed objec�ve of considering prescribed 

assets this �me around would be to unlock resources for 

investments into socio-economic development and to upli� 

South Africa's economic trajectory, this good inten�on could 

result in unintended consequences. If government's preferred 

conduit were financially strained SOEs and municipali�es, it 

could very well generate sub-op�mal investment outcomes 

for re�rement fund members. 

So, the ques�on is, are prescribed assets the solu�on to some 

of the country's challenges or is there an alterna�ve we should 

be rallying behind? We don't believe prescribed assets are the 

answer, but we do believe in the vision of a be�er South Africa 

– and re�rement funds can play a key role in that vision.

The topic of prescribed assets has given stakeholders good 

reason to ques�on where South Africa needs to change its 

investment focus and to re-examine widely held assump�ons 

about how best to deploy the savings of a wide investor base, 

including all re�rement funds. That means considering 

alterna�ve models of asset alloca�on which can go at least 

some way to addressing the funding needs of our country 

while providing a new and differen�ated investment 

proposi�on for investors. 

The alterna�ve: impact without prescrip�on
We have seen a number of successful South African 

developmental asset programmes over the years. This 

includes the Renewable Energy programme (REIPPP), N4 toll 

road project and the Jobs fund to name a few. These projects 

were a combina�on of public-private partnerships, 

guaranteed o�akes, co-financing or guarantees, which raised 

billions in a�rac�ve investments and upli�ed communi�es 

and local economies. What is needed are more a�rac�ve 

developmental investment opportuni�es such as these which 

generate good, sustainable returns and yield higher societal 

and economic dividends. 

In general, it has not been a lack of capital for investment in 

developmental ini�a�ves or other similar projects, but rather 

a lack of a�rac�ve investable opportuni�es that has limited 

the availability of voluntary investment. 

It is encouraging to see the establishment of ini�a�ves such as 

the South African Investment Forum, the Impact Inves�ng 

Na�onal Task Force and the Sustainable Infrastructure 

Development Symposium (SIDS). These ini�a�ves serve as key 

pla�orms to bring together government and private en��es 

and are a testament of a co-ordinated social compact seeking 

to harmonise further a�rac�ve investment opportuni�es 

The bo�om line is that engagement around a pipeline of 

feasible liquid developmental investment opportuni�es – with 

the right incen�ves and investment proposi�ons – has the 

poten�al to forge the link that is missing from the current 

prescrip�on debate on value for money as well as value for the 

country. 

Well managed, a�rac�ve investment opportuni�es in the 

development impact space could provide government with 

the catalyst it needs to improve the social and economic well-

being of the country and its ci�zens, without the need for 

prescrip�on. This is good news for panicked investors. 

It is up to us 
South Africa is an economy with huge dispari�es in income 

and employment, inadequate educa�on and skills 

development, and a massive need for infrastructure 

development. Investment in liquid developmental 

opportuni�es needs to hold a special place in the future of 

finance for South Africa. Current circumstances call for it, as 

the Covid-19 pandemic has exacerbated the economic 

challenges our country faces. 

Investment in developmental ini�a�ves could very well be the 

model that lays the founda�ons for us to rebuild a be�er South 

Africa. We cannot solely rely on foreign investment to provide 

the resources we need, nor should we solely rely on foreign 

capital markets for be�er investment outcomes. 

South African rands and cents need to be able to find their way 

to commercially a�rac�ve opportuni�es and be put to work 

for our beloved country and its ci�zens. This speaks directly to 

a vision of a be�er country for all and a shared responsibility to 

be�er align the interests of all stakeholders.

A prescription to change investment focus
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The path towards a future 
that matters
Khaya Gobodo, MD, and Jon Duncan, Head of Responsible Investment, at Old Mutual Investment Group

We are living through unprecedented times in which current events are 
redening the world as we know it. The economic fallout of the Covid-19 
crisis continues to be severe and industries are adapting in order to survive, 
while entire new industries are emerging in response to the changing 
landscape.

It is against this backdrop that there has been much discussion 
around what the future will look like once the current dust 
eventually se�les, and this is no more relevant than in the asset 
management industry.

There are two key issues that provide the context for the 
ques�on around how asset managers are likely to evolve in 
years to come. The first of these is the pressure on returns. We 
previously lived in a world where nominal returns (returns 
before taxes, fees and infla�on) were very healthy and as a 
consequence, real returns (returns a�er adjus�ng for taxes, 
fees and infla�on) were equally so. However, we are star�ng to 
ask ourselves the existen�al ques�on of whether risk assets are 
able to deliver the kind of returns we saw in the past. While we 
believe this is s�ll the case, it's certainly no longer as obvious as 
it once was.

Following on from this is the theme of fee pressure. If nominal 
returns are lower one starts having to be a lot more judicious in 
how one manages the fee budget in order to create space for 
extra sources of return, such as alterna�ve investments. 
Alterna�ves bring diversified sources of return, but also the 
opportunity for increased levels of nominal returns.

These themes raise the overarching ques�on around the role 
of capital and the asset management industry in this new ever-
changing world. It is here we need to consider Environmental, 
Social and Governance (ESG) factors as cri�cal components in 
the solu�on to this ques�on.

In sketching out what the asset manager of the future will look 
like, we have to first recognise that, as asset managers, we exist 
exclusively to serve our clients; and the most significant role we 
play in our clients' lives is the ability to generate returns that 
either meet or beat their expecta�ons. The asset manager of 
the future will integrate ESG into the very DNA of their 
business, allowing clients to allocate capital into their future at 
a rate that they feel comfortable with. In the end, it comes 
down to being sufficiently dynamic in how you answer the 
fundamental ques�on of how to generate long term return 
outcomes for clients to meet or beat expecta�ons. 

What is really changing is how you define that expecta�on. 
Investors are saying that they want to be able to measure the 
impact of their capital in a much more scien�fic way rela�ve to 
the past. The kind of conversa�ons that we have engaged in are 
very much about the transi�ons from purely focusing on risk 

and return, to now including risk, return and impact. So, the 
relevant conversa�on we need to have right now relates to 
what does that impact look like and how do we define it? What 
is the base line we work off, what are the appropriate metrics 
and what kind of progress do we want to see over �me?

An example of this would be the idea of par�cipa�ng in the 
path to a lower carbon-intensive economy and specifically, 
what this means for a client that measures their investment 
against the Capped-SWIX benchmark. What is the appropriate 
level of carbon intensity in a por�olio and how quickly should 
this decline over �me? Globally this is a debate that has been 
happening for some �me, with the EU working to define a Paris 
Accord-aligned benchmark that is consistent with a 1.5 to 2-
degree world outcome – a goal that we should all be working 
towards. However, to be 2-degree aligned, as defined by the EU 
benchmark, for example, a country is required to have zero 
primary producers of fossil fuels, have a 50 percent lower 
carbon intensity rela�ve to the benchmark and have a 7 
percent decline in carbon intensity year-on-year in order to 
meet this Paris-aligned outcome. 

Not exactly relevant in the South African context, given what 
our economy looks like and our dependency on coal; but there 
is a need to have more conversa�ons around what is relevant 
to our local situa�on.

There is an increasing need, in this regard, to start working 
towards measurable outcomes. This is very much Responsible 
Investment 2.0 – the next step towards making capital more 
inten�onal as well as working towards making this more 
measurable. In addi�on, the systemic shi�s around what 
ins�tu�ons such as stock exchanges, ra�ng agencies and 
company disclosures are doing, means that we now have such 
a large volume of data that we can start repor�ng this 
informa�on.

Ul�mately, we are at an exci�ng �pping point in the shaping of 
the future. We don't yet have all the answers, but the junc�on 
we're at shows that this is not a path that can be shaped by only 
some members of the ecosystem. We all need to do our part 
and this starts with par�cipa�ng in more meaningful 
conversa�ons that will take us towards a future that really 
ma�ers.
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Will prescribed assets 
be used as a policy 
tool?
Sandy McGregor, Por�olio Manager, Allan Gray

There is general agreement between business, the government, and the ANC, 
that boosting infrastructural spending is both necessary and an appropriate way in 
which to get the economy growing again.

Some par�es to this discussion believe that in its current 

form, Regula�on 28 of the Pension Funds Act – which 

s�pulates the assets that re�rement funds can invest in – is 

too restric�ve. They believe it needs to be changed to give 

pension fund trustees greater freedom to invest in 

infrastructural projects. 

While greater clarity and flexibility is always welcome, 

changing Regula�on 28 is probably unnecessary. Pension 

funds are already inves�ng in infrastructure through debt 

securi�es issued by parastatals such as Eskom, Transnet, the 

Trans-Caledon Tunnel Authority (TCTA) and the South 

African Na�onal Roads Agency (SANRAL). The discussion 

about changing Regula�on 28 is therefore the wrong 

discussion. The problem is not – nor has it been – the 

availability of funds, but rather a lack of suitable projects. 

During the past decade, state ins�tu�ons tasked with 

infrastructural development have been crippled by gross 

mismanagement and endemic corrup�on. Most public 

sector ins�tu�ons have become uninvestable without a 

government guarantee. By way of contrast, where the 

private sector was allowed to take the lead, such as in the 

mobile phone network, renewable energy, commercial 

property and private housing, there has been significant 

con�nuing investment for which finance has been readily 

available. 

The way to get investment going again is to fix the various 

state ins�tu�ons involved in infrastructure and give them 

greater freedom to recruit private sector skills and resources 

to fulfil their mandates. Viable projects can be financed 

whether it be by banks, pension funds or other savings 

ins�tu�ons. Usually non-viable projects should not proceed 

in the first place, but if they are judged to be in the public 

interest, they should be financed by the state. 
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Currently Regula�on 28 is a pruden�al and not an economic 

requirement. The Na�onal Treasury and Reserve Bank have 

long been opposed to subjec�ng pension funds to prescribed 

asset regula�ons. Given the shortage of suitable projects, 

regula�ons compelling pension funds to hold a propor�on of 

their assets in infrastructure may force them to make 

inappropriate investments. This would be a wasteful 

applica�on of South Africa's inadequate savings and have a 

cost in the form of lower economic growth and reduced 

pensions. 

One important point to note, and o�en overlooked 

safeguard, is that the proposed changes to Regula�on 28 will 

not relieve trustees of their fiduciary obliga�on to act 

prudently in the interests of their fund's members. Following 

the tabling of the revised 2020/21 Budget, the Minister of 

Finance said that he favoured changes which facilitate 

pension fund investment in infrastructure, but there would 

be no compulsion to do so. Subsequently the ANC's 

economics chief, Enoch Godongwana, has said the ANC is 

moving away from the idea that prescribed assets be used as 

a policy tool; rather it wishes to create an environment in 

which pension fund trustees can invest in infrastructural 

projects – provided they are profitable.

South Africa has annual savings equal to about 15% of GDP 

and in the present fiscal year a deficit equal to 15% of GDP. 

Even in the most op�mis�c projec�ons, state borrowing will 

crowd the private sector out of capital markets for years to 

come. To get through what are going to be difficult �mes, we 

need an efficiently opera�ng capital market, which the 

Treasury can access as it has in the past. Imposing further 

complicated regula�ons on the savings industry would make 

the difficult task of funding the fiscal deficit even more 

difficult. Notwithstanding public conjecture on this issue, 

Treasury is well aware of this. The simplest way to alleviate 

the savings shortage is to seek foreign investment. President 

Cyril Ramaphosa's laudable ini�a�ves in this regard have 

suffered a serious setback due to the COVID-19 crisis, with 

many projects delayed or cancelled. The US$5.3bn borrowed 

from the Interna�onal Monetary Fund (IMF) and New 

Development Bank (NDB) is equivalent to about R93bn but 

this will be needed to par�ally compensate for the expected 

R300bn shor�all in tax collec�ons in the 2020/21 fiscal year. 

Funding is also available from other mul�lateral ins�tu�ons, 

including the World Bank. There are two parastatal 

ins�tu�ons which may be able to meet the requirements of 

these lenders rela�vely quickly: Transnet and SANRAL. While 

Transnet was subject to serious loo�ng during the Zuma 

administra�on, it now seems to be ge�ng its house in order. 

It has a backlog of necessary projects. Its balance sheet is 

strong enough for it to fund itself in the domes�c market 

without government guarantees. The benefit of funding 

Transnet offshore will be a reduced call on the domes�c 

savings pool. The same would be true of SANRAL, which has 

been one of the be�er managed state ins�tu�ons but has 

been financially crippled by the tolling crisis. It has a backlog 

of projects throughout the country, which would provide a 

widespread economic s�mulus. Establishing some structure 

enabling SANRAL to service its toll-road debts would free it to 

raise capital to proceed with these projects. A repurposed 

SANRAL could also be a candidate to seek concessional 

external funding. 

South Africa has become notorious for pronouncing grand 

plans without any subsequent ac�on, probably because the 

planners have been too distant from where the real work is 

done. Certainly the current fiscal situa�on renders most 

plans for a greater role of the state in the economy 

unworkable. However, there are some things which can be 

done. Tapping interna�onally available concessional finance 

to reinvigorate parastatals such as Transnet and SANRAL 

would be a good way to start reversing this unhappy 

narra�ve. Crea�ng a business friendly environment which 

would promote private investment is another.

Will prescribed assets be used as a policy tool?
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Investing with 
a conscience

Rowan Burger, Head of Strategy, Momentum Investments 

 There is much discussion about the role of re�rement fund investments in achieving this aim. While any 

form of prescrip�on should be rejected, there is a strong moral case to look beyond just the immediate 

return delivered by an investment to its broader societal benefit.

The South African government faces a significant fiscal cliff, as a result of the support given to selected 

sectors of the economy during the lockdown. Before this, its finances were already in a precarious state and we tend to have 

overlooked the downgrade of its sovereign debt. The poor economic outlook and the extent of the debt burden have increased the 

poten�al of a default. This concern is reflected in the yields demanded by investors on longer dated debt instruments (bonds), which 

are seeking to be rewarded for taking on South African risk.

The state has less capacity to repay its future debts, given the size of the required interest repayments. Raising capital to fund job 

crea�ng infrastructure projects is now much harder to achieve and many of these projects may now no longer be feasible.

An alterna�ve is to approach the Interna�onal Monetary Fund or the World Bank for financial assistance. The concern is that there 

are o�en condi�ons a�ached to these loans, which extend to the way in which the economy is managed. To many poli�cians, this 

level of interven�on is unpalatable and other mechanisms to fund this need to be found 

With significant assets in re�rement funds, eyes soon turn to this as a poten�al solu�on to the poli�cians' woes. Government will feel 

there is some level of direc�on that should be provided, because of the tax incen�ves provided to these assets. Investment managers, 

however, owe a fiduciary duty to their clients and will not easily invest in assets that do not deliver an investment return that 

compensates for the investment risk.

The COVID-19 pandemic and the economic consequences of the lockdown 
will be analysed for decades to come. What is immediately apparent is that, 
in the wake of the pandemic, South Africa needs urgent intervention to 
restore its society to the trajectory it once thought betting its rainbow 
nation.
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Given proposals for the establishment of a na�onal social security fund to replace exis�ng re�rement funds, the effec�ve 

investment in projects that not only deliver good investment returns but also to a broader societal objec�ve would go a long way to 

dampen the aspira�ons of those wan�ng direct government control of our re�rement saving assets.

The industry has maintained that there has never been a lack of demand for these projects, but rather the lack of supply of bankable 

projects to be delivered on �me and within budget. Recently, much has been done to remedy this situa�on to achieve a be�er 

understanding between investors and government. Government may have to take a back seat in the governance of many of these 

ventures, as there have been numerous concerns about its ability to execute these types of projects.

Crea�ng capacity to deliver these projects and crea�ng a strong track record of public-private delivery is essen�al to get the 

economy back on a growth trajectory and crea�ng a track record, which will a�ract foreign investors without demanding significant 

premiums to the returns. This private-public partnership was very successful in the building of renewable energy projects and the 

same needs to happen again.

Investors in the South African economy do also recognise that, without these ini�a�ves, a failing economy means failing companies 

and dismal returns on the balance of their assets. There are also other drivers of growth in the economy, such as electricity supply, 

that are cri�cal to the performance of the whole South African por�olio. Re�rement funds should therefore also take an ac�ve role, 

as it is in their interest to solve the Eskom debt crisis. 

One of the stumbling blocks to greater investment in infrastructure projects has been the maximum limits set in Regula�on 28 of the 

Pension Funds Act, which means they receive less focus. The Associa�on for Savings and Investment South Africa (Asisa) has 

proposed amendments to accommodate this. Most importantly, the discussion does not centre around a minimum alloca�on to an 

investment, which in effect would imply prescrip�on.

Because infrastructure investments are decades long, they are more suitable for long term investment money such as re�rement 

funds. There is addi�onal compensa�on to investors for this longer term view. If the investments are unlisted, they are less tradeable 

and a further return premium can be earned by investors. Large pools of investments are required to provide daily liquidity to 

investors requiring this or these projects could be listed, crea�ng a secondary market and a market observable valua�on on what the 

investment is worth.

Investment managers should remain integrally involved in these discussions and represent the views that protect the interests of 

their clients, while also fulfilling the role of an ac�ve and responsible ci�zen. We believe that properly managed infrastructure 

projects deliver an improved society and a reasonable market return to investors. While inves�ng to deliver returns first, the broader 

considera�ons of the society and the governance of these investments are important. All too o�en, actors in a capitalist system are 

accused of being rent-seeking only, but this has certainly not been the case.

We con�nue to be strongly opposed to prescrip�on, as this would discourage the appropriate governance surrounding the projects 

and deliver sub-op�mal returns.

It is important to lobby as a collec�ve, with industry bodies such as Asisa and the Ins�tute of Re�rement Funds Africa (IRFA), where 

we engage with the policy maker and regulator, and express our opinions according to what we believe to be in the best interests of 

fund members and broader society.

Investing with a conscience
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SRI was further used as a tool to express the moral values of ins�tu�onal investors and their support for historical movements. As a 

case in point, during the apartheid regime in South Africa, many global mutual funds screened out companies that were engaging in 

business in the country.

At the dawn of the 21st century came a heightened global awareness of the myriad of acute challenges we face as a planet, ranging 

from climate change, socio-economic inequali�es, and the rise of unjust and exploita�ve ins�tu�ons. This heightened the awareness 

of the need to introduce responsible inves�ng methodologies that were significantly more extensive and far-reaching than the 

tradi�onal screening approach.

The term Environmental, Social and Governance (ESG) inves�ng was first coined by the United Na�ons Global Compact in 2004 and 

involved the systema�c integra�on of these factors into the investment processes of financial ins�tu�ons. ESG inves�ng has since 

gathered significant momentum and con�nues to gain trac�on in line with the fundamental shi� in investor percep�ons as they 

recognise the material impact ESG factors can have on investment returns.

Risk premia strategies have been used for decades in systema�c inves�ng as a method for harves�ng excess returns. This is achieved 

by inves�ng in factors that have been proven academically and in prac�ce to provide the investor with a posi�ve payoff for 

undertaking the risk associated with each factor. Commonly used risk premia include the value risk premium, which is the excess 

return derived from companies that are trading at a low price rela�ve to their fundamental value; the momentum risk premium, 

which favours stocks that have displayed a sustained posi�ve return trajectory over a given period; and the market risk premium, 

which is the differen�al between the market yield and the risk free rate of return. These factors have all been proven to yield higher 

long term risk adjusted returns. The overwhelming evidence confirms that using ESG factors in the por�olio construc�on and 

security selec�on process based on factor analysis and risk premia strategies allows investors to yield addi�onal risk adjusted 

returns.

Socially responsible investing (SRI) has undergone a profound evolution since its origins in 
colonial America, where religious groups abstained from investing their endowment funds into 
anything associated with the slave trade. Centuries later, it transformed into mutual funds 
screening out investments that were directly or indirectly associated with gambling, alcohol and 
tobacco.

pg40
Pensions World SA | November 2020

IN
V

E
S
T
M

E
N

T
S

Harnessing the power of 
ESG risk premia in 
systematic investing 
Jessica Phalafala, Quan�ta�ve Analyst, Prescient Investment Management



The logic that value crea�ng ESG-related prac�ces contribute to company outperformance upholds the thesis. For instance, a well 

managed company that adheres to environmental and social regula�ons is less likely to face li�ga�on, the higher costs associated 

with the management and disposal of hazardous waste and elevated employee injury rates.

Therefore, ESG factors may provide be�er insight into the probability distribu�on of company returns in the same way as the 

tradi�onal risk premia incorporated in classical asset pricing frameworks. Also, ESG factors are strong candidates for inclusion in 

long term factor inves�ng. They display strong explanatory power over a wide range of securi�es, offer a posi�ve payoff over 

reasonably long horizons, have a significantly low correla�on with other factors and, above all, they make intui�ve and economic 

sense.

In iden�fying ESG factors as risk premia, the systema�c investor needs to move beyond tradi�onal screening methodologies and 

policy implementa�on towards a rules based, scalable and measurable ESG integra�on strategy. To do so requires prac�cal, 

quan�fiable metrics that can be readily integrated into an exis�ng investment process, together with other strategies to construct 

a well diversified por�olio.

The last decade has seen ESG find a permanent place in everyday inves�ng. Its rise in popularity has shown no signs of slowing 

down, with Bank of America forecas�ng a “tsunami of assets”, as much as $20 trillion, flowing into ESG funds in the US alone over 

the next two decades.

At Prescient, we believe it is our responsibility to preserve our clients' capital by deploying it in a manner that promotes 

sustainability and delivers on our goal to achieve superior risk- adjusted returns. We accomplish these two goals by managing 

absolute and rela�ve downside financial risk, as well as non- financial opera�ng risk. We consider ourselves well-equipped to 

deliver on these twin objec�ves given our comprehensive responsible inves�ng philosophy and approach, as well as our exper�se 

as a seasoned systema�c investor.

Harnessing the power of ESG risk premia in systematic investing 
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Prescribed assets – no 
need to panic
Johan Gouws, Head of Advice, Sasfin Wealth

Recent discussions in the media have once again raised concerns about the 
possible introduction of a policy of prescribed assets by Government.

Such a policy could force South African re�rement funds to invest some of the assets of re�rement fund members in state owned 

assets and infrastructure projects. The prospect of a change to Regula�on 28 to make prescribed assets a reality has le� trustees and 

management commi�ees as well as members of re�rement funds with a sense of discomfort and uncertainty about what the future 

could hold. As the investment advisor to re�rement funds, it's important to provide some perspec�ves and insights around this 

highly emo�ve topic.

Why consider a policy of prescribed assets?
The COVID-19 pandemic laid bare the vulnerability of the South African economy resul�ng from years of weak economic policy and 

corrup�on. Lower taxes resul�ng from reduced economic ac�vity has led to Government's fiscal situa�on con�nuing to deteriorate 

with the annual budget deficit con�nuing to rise. As a result, the risk of South Africa experiencing a debt crisis con�nues to rise. The 

only way for South Africa to avoid the dire consequences of a debt trap would be for government to take the necessary and urgent 

steps to kick start the local economy. As part of this process government will need to find the capital required to develop the 

necessary infrastructure as well as fix the structural deficiencies of the local economy. A growing economy will once again allow 

government to balance the books and arrest the current slide into a debt spiral. Recent proposals by the ANC's Economic 

Transforma�on Commi�ee have been included in the Economic Reconstruc�on and Recovery Plan that was drawn up by 

government's economic cluster. One of the objec�ves of the proposed policies is to boost the funding of infrastructure projects 

through state owned development finance ins�tu�ons. An op�on government could consider for obtaining the necessary funding 

for long term infrastructure would be to change Regula�on 28 of the Pension Funds Act. However, an ill-considered, autocra�c and 

prescrip�ve approach by government could hold grave consequences for the country, the re�rement fund industry and most 

importantly fund members.
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Regula�on 28 
The main purpose of Regula�on 28 of the Pensions Fund Act is to protect fund members' re�rement provisions from the effects of 

poorly constructed investment por�olios. It limits the extent to which re�rement funds may invest in par�cular assets or asset 

classes. Sec�on 7 of the Pension Funds Act sets out the fiduciary du�es and responsibili�es of re�rement fund trustees and requires 

them to ensure that the fund's assets are invested in line with the regula�ons to the Act. This means that if the law requires the 

funds to invest in certain instruments then the trustees have to abide by those laws. However, considering any changes to 

Regula�on 28 to include a policy on prescribed assets will not be a quick or easy process. The necessary regulatory processes would 

have to be followed, which will require consulta�on with various stakeholders. This will include the investment industry and 

re�rement funds through representa�ve industry bodies such as the Associa�on for Savings and Investments South Africa (ASISA) 

and the Council for Re�rement Funds (BATSETA). Trustees will, given their fiduciary du�es, have to stay abreast of any 

developments and provide input through the relevant industry channels in order to ensure that the concerns and views of fund 

members are properly represented.

An alterna�ve solu�on
While the implementa�on of a policy of prescribed assets in some shape or form can never be completely ruled out, alterna�ves 

exist for securing the funds required to address the economic challenges of South Africa. A change to Regula�on 28 to allow 

re�rement funds greater leeway to invest in infrastructure development projects and non-listed instruments could be a first step in 

obtaining funding from re�rement funds. The Sustainable Infrastructure Development Symposium (SIDS) that was created by the 

Infrastructure and Investment Office in the Presidency is another ini�a�ve that could go a long way to avoiding the need for a 

draconian measure such as prescribed assets. SIDS has been engaging with ASISA and BATSETA and is looking to a�ract both local 

and foreign investors to invest in infrastructure and developmental projects. Approaching interna�onal lenders such as the IMF, 

World Bank and New Development Bank for concessional finance in order to reinvigorate parastatals would be another alterna�ve. 

In order for any of these alterna�ve funding methods to become a reality, government will have to create a stable, transparent and 

investor friendly market environment. One where lenders, foreign and local investors as well as re�rement funds can collec�vely 

support a na�onal infrastructure development program. 

A key concern of investors to date has been the lack of available and suitable projects. A sufficient number of viable investment 

opportuni�es will have to be created and iden�fied that are well governed, rela�vely liquid in nature and that will not require 

members to se�le for sub op�mal investment returns or expose their hard-earned re�rement capital to unacceptable levels of risk. 

Fixing the broken state-owned enterprises involved in infrastructure and reshaping them with the necessary level of governance 

and skills should be one of the first op�ons to consider as an investment opportunity. Infrastructure projects will have to be 

priori�sed with the assistance of the Development Bank of South Africa to address the cri�cal ini�a�ves that will not only get the 

economy to grow in a sustainable manner, but also to address various social challenges.

Looking ahead
South Africa finds itself in a very difficult space from a fiscal and economic perspec�ve. The mismanagement of state assets and 

corrup�on over the past decade has resulted in low levels of trust in government. It is therefore understandable that suspicion 

exists around any possible ini�a�ves considered by government to find the necessary funding for much needed socio-economic 

development. There is currently no firm inten�on by government to implement a policy of prescribed assets on re�rement funds. 

Mr Enoch Godongwana, the ANC's Head of Economic Transforma�on, recently confirmed that iden�fying viable developmental 

investment opportuni�es would be the focus for government rather than resor�ng to a policy of prescribed assets. It is important 

that trustees, management commi�ees and members of re�rement funds avoid making any emo�onally driven decisions purely 

based on specula�on that could be to the detriment of members during re�rement. 

Prescribed assets – no need to panic
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Ashburton Fund Managers (Proprietary) Limited (Reg. No 2002/013187/07) is an authorised financial services 
provider (FSP number 40169) in terms of the FAIS Act, 2002. Ashburton Management Company RF (Ply) Ltd 
is an approved CIS manager in terms of the Collective Investment Schemes Control Act, 45 of 2002. 

BEING FULLY INVESTED IS THE 
DIFFERENCE BETWEEN 
HAVING A GOAL, AND ACHIEVING IT. 
Ashburton Investments is fully invested in the outcomes of our clients. Through providing 
access to fixed income and private markets for diversified sources of returns, like private 
debt, impact, infrastructure, mezzanine finance and private equity, we have committed to 
helping our clients achieve better results for themselves, and all those who depend on them. 

Speak to our specialist institutional distribution team on (011) 282-8800 or email 
institutional@ashburtoninvestments.co.zawww.ashburtoninvestments.com 

private debt • impact 
infrastructure • mezzanine finance 
private equity • fixed income 

A  1-13 l llT()'J 
INVESTMENTS 

A part of the FirstRand Group 



Santhuri Thaver, Senior Credit Analyst, Ashburton Investments

Tradi�onal measures of risk and return are no longer the only 

considera�ons when evalua�ng investments. The impact of the 

investment on the environment, human lives and the value 

being created for future genera�ons is becoming increasingly 

important to investors. Looking at the SDGs, a large majority of 

these are met through infrastructure investment.  With ESG 

considera�ons being more prevalent in infrastructure financing, 

infrastructure investment fits very well into the drive for 

sustainable inves�ng. Where project finance has been used to 

fund infrastructure assets, these have been subject to equator 

principles, providing a framework for managing environmental 

and social risk within these projects. 

When talking about sustainable inves�ng, we cannot ignore 

just transi�on. As we grow our renewable energy market, 

there needs to be increased focus on localisa�on, policies and 

requirements around local manufacturing and the re-skilling 

and upskilling of workers who will be impacted as we move 

towards a greener economy. Localisa�on must be done on a 

sustainable basis that transcends the IPP bid windows so that 

South Africa becomes a permanent partner in the global 

supply chain. An overall policy framework to encourage a 

transi�on to a green economy and a clear, predictable and 

stable policy environment can create the confidence required 

to s�mulate private investment.

Over the past few years, there has been a significant under 

spend on infrastructure, far below the NDP target which has 

not only impacted the country's economic growth pre-Covid 

but also the quality of life of those living in SA. The answer is 

not wide scale roll out of infrastructure projects but rather 

sustainable and quality infrastructure that is properly designed 

and delivered, reliable and resilient with equitable access to its 

benefits. As a country, we cannot afford another Medupi or 

Kusile. 

While investors are open to infrastructure inves�ng there is a 

lack of availability of bankable projects. Infrastructure projects 

can be plagued by red tape with mis-alignment of 

development plans between different spheres of Government 

delaying roll out, but we are seeing some trac�on in this 

regard. Recent engagements between Government and the 

private sector have been encouraging.

As we face a signicantly depressed economic outlook with the urgent need to 

revitalise our economy and create jobs, infrastructure investment once again 

becomes a focal point to stimulate economic growth. It is an asset class that 

marries well the economic benets of growth and returns with a tangible social 

impact. 

IN
V

E
S
T
M

E
N

T
S

Enabling infrastructure 
investment – a focal 
point for SA's 
depressed economy

pg46
Pensions World SA | November 2020



IN
V

E
S
T
M

E
N

T
S

Specifically, around the crea�on of the Infrastructure 

Investment Office (IIO) to coordinate various stakeholders 

with the aim to fast track infrastructure development and 

reduce the bo�lenecks within the system. The inclusion of the 

PICC Technical Task Team within the IIO to form what is called 

Infrastructure SA creates one umbrella and avenue under 

which infrastructure projects requiring funding from the 

fiscus will be considered. 

Development of infrastructure is complex in nature and 

requires proper structuring,  implementa�on and 

management to ensure adequate mi�ga�on of risks and 

a�rac�on of funding.  In addi�on, the IIO should recognise 

their constraints and call for assistance from the private sector 

to bolster the capacity and skills to fulfil their func�on as well 

as improve the quality of projects submi�ed for considera�on 

from the provinces. To date, 50 projects in key sectors of 

water and sanita�on, human se�lements and energy have 

been gaze�ed, funding secured, and necessary approvals 

being fast tracked. Increasing the capacity of this office will 

assist in crea�ng a greater pipeline of bankable investments.

The establishment of the Infrastructure Fund managed by the 

DBSA will seek to u�lise R100bn of Government support over 

10 years to crowd in private capital. The fund will consider 

blended financing, instruments include provision of 

subordinated debt to increase the first loss buffer for senior 

debt providers, increased capital commitments to reduce 

elevated debt levels for riskier projects and interest rate 

subsidies to reduce the total debt costs. The aim of blended 

financing would be to enhance the fundamentals of a project 

that would otherwise not be bankable.  

The crea�on of a pipeline of projects is not solely a 

Government responsibility. Ins�tu�onal investors are also 

asking ques�ons around direct benefits created for their 

members. This is an area where the private sector could get 

involved with development of infrastructure services in areas 

where the majority of beneficiaries live or will re�re. 

On the funding side, historically Government has largely 

funded infrastructure development. Given the significant 

infrastructure gap, of approximately R2 trillion per the NDP 

plan to 2030, as well as the impacts of the pandemic with 

rising debt to GDP levels, it can no longer be the case. DFI's 

and commercial banks play an important role: with DFI's 

providing much needed project prepara�on facili�es to assess 

feasibility and develop bankable projects and the commercial 

banks being best placed to take the construc�on risks. 

Commercial banks though are constrained by capital 

requirements, with their balance sheets not suited to holding 

long term assets. On the other side of the coin ins�tu�onal 

investors are concerned about the illiquid nature of this asset 

class with more work needing to be done around increasing 

access to liquid infrastructure projects. Once an infrastructure 

project is opera�ng, it has been substan�ally de-risked and 

can be refinanced into a listed project bond, crea�ng a more 

tradeable instrument. 

A listed bond does come with greater transparency to the 

market and increased repor�ng requirements that may be 

met with apprehension from project sponsors. This however 

needs to be balanced with the funding capacity of the capital 

markets to meet infrastructure needs, longer tenors that can 

be issued through a project bond as well as the benefits to 

sponsors to access diverse pools of capital at reduced rates. 

To get around the reduced flexibility of a listed project bond 

versus unlisted debt, a managing agent with the necessary 

skills, appointed by the bondholders to manage the project 

from a debt perspec�ve could address this challenge with 

certain events of default s�ll subject to noteholder consent. 

This would ensure that bondholders rights and interests are 

protected, while maintaining flexibility that is required for 

these types of dynamic projects.

Financiers could further encourage sustainability by 

considering pricing ratchets, sustainable financing can cater 

for downward ratchets in the margin reducing financing costs 

if agreed sustainable targets, verified by a third party are met, 

incen�vising a�ainment of these targets. Ul�mately a 

sustainable business or project creates a greater return profile 

for investors over the long term. 

Lastly, there needs to be standardisa�on on defini�ons and 

measurement to allow investors to assess the rela�ve 

a�rac�veness of sustainable investments. 

Overall, SA is really at the edge of an economic cliff, with 

investors who are keen to, and understand the need to, invest 

in infrastructure but hurdles present need to be overcome 

and addressed through collabora�on between the public 

sector and private industry players. We also need to 

acknowledge that we cannot do everything at once so there 

should be a focus on investments that can create the most 

significant impact from a financial and ESG perspec�ve.  

Enabling infrastructure investment – a focal point for SA's depressed economy
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Have we come full circle? 
The shift back to direct 
commercial property 

Evolu�on of SA real estate market 

But over the last two-and-a-half decades, the landscape has shi�ed 180 degrees. The listed market has ballooned from owning 

R1.5bn of South African property assets in 1995, to R320bn at present. Although there has been some growth in property values, the 

expansion can largely be a�ributed to the shi� of property assets from the direct market to the listed space. The introduc�on of 

Regula�on 28 of the Pension Funds Act meant that re�rement funds had to downweight their direct property por�olio (a regulatory 

limit of 15% for direct property and 25% for listed and direct real estate combined).  Real Estate Investment Trust (REIT) legisla�on, 

which was introduced in 2013, also helped to encourage the shi� from direct assets to the listed market.  In fact, South Africa now 

has one of the highest propor�ons of its professionally managed commercial real estate market listed on the stock exchange.

The evolution of  the SA property market

2000
18 property stocks with 
R33bn market cap & 
R40bn of SA assets

1995
Seven listed property companies, R1.3bn 
market cap and R1.5bn of assets. Majority 

of commercial real estate held by 
insurance companies and pension funds 

2008
Listed real estate 

market starts expansion 
offshore

2010
15 property stocks with R140bn 

market cap & R140bn of SA assets

2013
Introduction of REIT legislation sees 
boom in listings, and movement of 

direct assets to listed market
2015

39 property stocks with 
R671bn market cap

2020
44 property stocks with 
R320bn market cap & 
R320bn of SA assets

2019
Pension funds hold almost no direct real 
estate exposure (excluding PIC). Size of 
insurance companies property portfolios 

significantly reduced

2018
50% of SA listed 

property market offshore

2011
Pension Fund Regulation (Reg 28) 
forces pension funds to reduce 

real estate exposure

>2020
Expect market to trend back to greater 

proportion of property assets held directly or in 
unlisted funds, in line with international norms

2010-2020
38 new property listings on the JSE, 

R325bn+ of equity raised into the sector

Source: Ninety One and Bloomberg.

Peter Clark, Por�olio Manager, Ninety One
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In the 1990s, the South African property market was largely directly owned and managed 
by insurance companies and pension funds, while the listed market was in its infancy at the 
time. 
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The listed property market boomed for a decade up un�l the end of 2017, fueled by combined equity raises of R325bn and 38 new 

lis�ngs. It transformed from simple businesses owning South African property, to highly complicated businesses spanning mul�ple 

geographies, invested in numerous other listed property companies. Unfortunately, complex structures resulted in many property 

por�olios becoming unfocused. In addi�on, governance issues and high debt levels have been material headwinds for the sector in 

recent �mes. These factors, together with elevated levels of vola�lity for listed property, have sparked renewed interest in direct 

property as an asset class. 

Alloca�on trends to real estate

Having exited direct property more than a decade ago, South African re�rement funds now find themselves largely with no direct 

property exposure (excluding the Public Investment Corpora�on). Calcula�ng the South African market por�olio reveals that 

investable direct real estate represents 5.3% and listed real estate accounts for 5.4% (December 2019). The pension fund industry 

has largely neglected the asset class with an alloca�on at virtually zero. This is in stark contrast to the market por�olio – and even 

more so when compared to global pension funds that on average have 9.3% exposure to real estate (largely through unlisted funds). 

Developed market pension funds have consistently been increasing their real estate alloca�ons, which are expected to rise above 

10% in the coming year. 

– Commercial real estate in South Africa represents approximately 10.7% of the total domestic investment market.

– The current allocation is 4.4% to listed real estate and zero to direct real estate.

– Developed market pension fund allocations to real estate are typically 10%, of which the majority are direct  or unlisted.

 
 

 

 

 

Source: Ninety One research. Alexander Forbes Large Manager Watch. Prequin. As at October 2019.
The Market Por�olio represents the ‘natural neutral’ alloca�on taking into account all market investments, including sovereign and corporate bonds, SWIX all share, and 

direct real estate. 

Have we come full circle? The shift back to direct commercial property 
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Average developed market pension 
fund allocation to real estate 
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South African re�rement funds have lacked the scale and specialised exper�se to individually tap into direct real estate 

opportuni�es. In addi�on, efficient structures have not existed to pool investor capital to access por�olios of assets. This is, 

however, changing as investment managers are coming up with tax efficient solu�ons that provide exposure to high quality assets 

diversified across sectors with conserva�ve leverage. The market is expected to open up further when REIT legisla�on is extended 

to unlisted property companies.

Investment case

The investment case for direct property is par�cularly a�rac�ve for pension fund capital, given its generally long term investment 

horizon. Key compelling factors include: 

Ÿ A�rac�ve returns – the sustainable return profile is underpinned by income and income growth which are dependable over the

long term.

Ÿ Infla�on hedge – rental growth provides consistent growth over �me.

Ÿ Income underpin – income based returns are visible and supported by contractual leases.

Ÿ Low vola�lity – the unlisted nature means net asset value (NAV) is �ed to the underlying fundamentals and not the noise of the

equity market.

Ÿ Diversifica�on – hybrid investment characteris�cs provide poten�al for both income and capital growth with low correla�on to

equity and fixed income markets.

Ÿ Por�olio enhancement – exposure to direct property serves to improve the overall por�olio risk adjusted returns, and the risk

return profile is well suited to asset liability management of pension fund markets.

The one downside of direct real estate is the o�en large investment size and the lack of liquidity. The UK's open ended unlisted 

property funds offer some valuable lessons for South Africa, but the industry has also gained key insights from other structures 

used abroad. To this end, investment managers are devising innova�ve solu�ons that provide structured liquidity in uni�sed 

products.  

The reliability of appraised direct property valua�ons is another issue that is o�en raised. The valua�on methodology is well 

established and has proved to be reliable – par�cularly in respect of longer term investments. In fact, South Africa had the smallest 

differen�al of appraised values rela�ve to transacted values in 2019, when using the MSCI global universe as a comparison.

Current environment presents opportuni�es

Real estate has been at the epicentre of the COVID-19 crisis. Hospitality, leisure and retail have been the hardest hit, while the 

office sector is expected to face increased challenges as more people work from home. Notwithstanding these difficul�es, real 

estate is a tangible asset and has a strong value underpin. Although trends may change, real estate is essen�al to the func�oning of 

any economy – be it providing a space to live, shop, manufacture and store items, work, entertain or store data. Key to this is the 

ability of real estate assets to generate income which will remain an enduring characteris�c. What has complicated the COVID-19 

crisis has been the highly structured, debt laden REITs.  The long term prospects of direct property assets remain compelling in 

many sectors, par�cularly now as valua�ons have become more appealing. 

Lack of liquidity in the REIT market provides an opportunity for unlisted players to get access to the asset class at decent entry 

points. We expect the market to start returning to where it was more than two decades ago. This “back to the future” scenario 

should give rise to simpler structures, more focused businesses and a greater propor�on of real estate in private markets, as well as 

increased alloca�ons from pension funds to direct real estate. 

Have we come full circle? The shift back to direct commercial property 
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Agents of 
sustainable 
change: How 
investors 
expect 
companies to 
be socially 
aware 

Companies' wider social impact is the sustainability 
issue investors care about most, according to the latest 
Schroders Global Investor Study.

The landmark annual survey of more than 23 000 investors from around the world asked respondents 

for their views on sustainable inves�ng.

Conducted across 32 loca�ons worldwide between 30 April and 15 June 2020, the study suggests 70% 

consider social factors of key importance. This is closely followed by environmental issues (67%) and 

treatment of staff (66%).

Among South African investors, the results mirror what we found at a global level, 78% believe social factors to be the most 

important. Treatment of staff comes in a close second at 75% and a�en�on to environmental issues at 71%.

The “new social contract”: these are the behaviours investors care about most

This year's respondents are likely to have had the impact of Covid-19 and the resultant restric�ons on their local communi�es, top 

of their minds.

In the months a�er the World Health Organisa�on declared Covid-19 a pandemic, it was widely recognised that a sustainable 

recovery was needed. 

In the wake of the virus, there have been rising calls for governments and businesses to be part of a “new social contract”, 
thsomething Schroders' CEO has spoken about. This has coincided with the 20  anniversary of the United Na�ons Global Compact, 

the world's largest corporate sustainability ini�a�ve.

Interes�ngly, the behaviours South Africans deemed to be the most important from a sustainability perspec�ve are also generally 

considered the most impac�ul on returns. 

Hannah Simons, Head of Sustainability Strategy, Schroders
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71%

71%

69%

63%

62%

64%

41%

Source: Schroder Global Investor Study 2020

Who do people think should be responsible for mi�ga�ng climate change?

Ques�ons have been asked about what Covid-19 could teach us about tackling climate change. 

Schroders' Climate Progress Dashboard suggests the current pace of change will result in temperatures rising by 3.9°C above pre-

industrial levels - almost twice the Paris Agreement target.

When it comes to who people think should be responsible for mi�ga�ng climate change overall, less than half of South African 

respondents (41%) said investment managers or major shareholders have a role. 

Schroders' study found that in South Africa, 71% think na�onal governments, regulators and inter-governmental organisa�ons (like 

the UN) are responsible for mi�ga�ng climate change, while nearly two-thirds (63%) see this issue as something individuals should 

take responsibility for as well. 

Some 69% of those South Africans surveyed hold companies themselves accountable – almost as many as 71% that pointed to 

governments and inter-governmental organisa�ons.

Hannah Simons, Head of Sustainability Strategy at Schroders, says: “It is clear from the responses that a number of different groups 

have a part to play. This highlights the need for engagement and collabora�on. Collec�ve ac�on is needed.”

Agents of sustainable change: How investors expect companies to be socially aware 

Behaviour

Social responsibility (e.g. impact on communi�es and society)

Treatment of staff

A�en�on to environmental issues (e.g. emissions, use of renewable 
energy, impact of company ac�vity on ecosystems)

Diversity of the company's workforce (e.g. gender, ethnicity, age, sexuality, 
socio-economic background)

Closing the gender pay gap

Addressing the pay gaps between top execu�ves and other employees

Percentage of people 
ra�ng behaviour as 

'very important’

78%

75%

71%

61%

59%

57%

Percentage of people that think 
a behaviour will have the most 

posi�ve impact on return 

72%

75%

66%

62%

60%

64%

Source: Schroder Global Investor Study 2020

Figure 2: Who is responsible for mi�ga�ng climate change?
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Figure 1: Most important company behaviours vs most posi�ve impact on return 

Na�onal government / regulators 

Inter-governmental organisa�ons (e.g. UN)

Companies 

Them as an individual 

Pressure groups and public campaigning 

NGOs (non-governmental organisa�ons) and 
chari�es) 

Investment managers / major shareholders
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The findings suggest that while investment professionals are not explicitly blamed for carbon emissions levels, they are 

expected to become more involved in reducing them. 

The difference in opinion on the fossil fuel industry is a reminder that there are differing interpreta�ons of what it means to 

make responsible and sustainable investment decisions. 

Hannah Simons says: “Sustainable inves�ng means different things to different people. It is important for people to understand 

the creden�als of their investments to ensure their por�olio aligns with their own values. 

“As we seek to deliver not only returns for investors, but be�er outcomes for society as a whole, measurement and tracking of 

progress remain cri�cal. The tools that we have developed and the analysis we undertake put a financial value on the impacts 

that companies have on society – which are increasingly being iden�fied as financial costs.

“It is clear that the financial sector plays a key role in tackling climate change, and we believe this requires a forward looking, 

ac�ve approach.”

Agents of sustainable change: How investors expect companies to be socially aware 

What should investment managers do with investments in companies involved in fossil fuels?

Although less than half of South Africans view investment managers as responsible for mi�ga�ng climate change, 51% of 

people think they should withdraw funds from the fossil fuel industry.

Just under a third (31%) said managers should withdraw investment from companies involved in the fossil fuels industry to 

limit their ability to grow. However, over a quarter (36%) said managers should remain invested to drive change and 13% said 

they should stay invested as long as it is profitable. 

The remaining 20% said investment managers should withdraw investments from these firms on moral grounds.

Figure 3: What should managers do with fossil fuel investments?

Withdraw investments from these companies to limit their ability to grow 

Remain invested in order to drive change 

Withdraw investments from these companies on moral grounds 

Stay invested as long as it is profitable 

31%

36%

20%

13%

Source: Schroder Global Investor Study 2020

IN
V

E
S
T
M

E
N

T
S

SOUTH AFRICA

Pensions
World 

Powered by 

Endorsed by and affiliated with:

To book adver�sing visit:
www.pensionsworldsa.co.za

TM

TM

pg54
Pensions World SA | November 2020





ir.wolvemer.it 





STOCK-TAKE



Unpacking big tech, the 
investment story of the 

year
Humaira Surve, por�olio manager, Corona�on's developed markets team

Market views on the outlook for these stocks fall into two broad camps: those who believe these stocks have run so far that they 

have entered bubble territory versus those who think they con�nue to offer opportunity given their strong moats and the 

accelera�on of tech adop�on driven by the behavioural changes prompted by the pandemic. While the bulls were in ascendancy 

un�l the end of August, the bears will find some vindica�on in the technical correc�on that occurred in September - that 

par�cularly impacted the highest valued and most widely owned stocks, such as Tesla and Apple.

There's no doubt that it has been a year of two completely different markets. The Big 5 US tech stocks delivered 35% year to date 

compared to the 5% increase in the S&P 500 Index. Amazon is up +63%, Apple +43%, Facebook +25%, Microso� +27% and 

Google's parent company, Alphabet, +10%.

Together, these companies are now worth nearly $7 trillion 

and represent more than 20% of the value of the S&P 500 

Index. While they do not dominate the US index to the same 

extent as Naspers does the JSE, the market cap of these five 

stocks is roughly 7 �mes the value of the en�re JSE.

The forces behind Big Tech's rising �de

Before the pandemic hit, the services delivered by Big Tech 

were already ubiquitous. For instance, 82% of US households 

are Amazon Prime members, which gives them unlimited free 

delivery for $119 a year, compared with only 53% of US adults 

who voted in their 2018 House of Representa�ves elec�on. 

Consumer demand for their products and services has taken 

off because these online giants meet everyone's basic needs 

more conveniently and cost effec�vely than their compe�tors, 

the tradi�onal physical providers of the same services.

The investment story of the year is undoubtedly how signicantly the 
Big 5 US tech companies have outperformed the rest of the market – 
but the trillion-dollar question is: do these businesses still offer value?
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The lockdowns, remote working and social distancing 

required by the pandemic have significantly accelerated the 

adop�on of digital solu�ons. As an indica�on of how quickly 

demand for digital services is growing, Microso� CEO Satya 

Nadella said recently that two years of online adop�on 

growth happened in two months.

Have the Big 5 tech stocks any further to go?

Anything can happen over the short term. Over the longer 

term, our view is that most of these companies are s�ll an 

a�rac�ve proposi�on on a risk adjusted return basis. Thus, 

we s�ll own Amazon, Facebook, Microso� and Alphabet in 

our funds.

A core part of the investment ra�onale behind our con�nued 

exposure to these stocks is that on a forward looking basis, 

these companies are s�ll valued more a�rac�vely than other 

high quality contenders. Quality companies include 

household and personal staples businesses such as 

Kimberly-Clark or Proctor and Gamble, or beverage 

businesses such as Coke. 

As a group, the 20 most well-known businesses in the quality 

category are s�ll trading at slightly higher valua�on levels 

(forward price-earnings mul�ple of 27 �mes) than the Big 

Tech stocks we own (25 �mes adjusted for their large net 

cash balances) aside from Amazon where earnings are well 

below our assessment of normal long term. Suppor�ng the 

investment case is our expecta�on that the tech stocks are 

likely to produce four to six �mes faster growth than the 

market and staples over the next three to five years.

As an ac�ve, bo�om up investor, we own businesses based 

on their individual merits. These include whether they have 

superior business models, their market posi�on is 

defendable, they can grow their market share, and there are 

other suppor�ve secular drivers.

The poten�al for growth in the sector remains strong. While 

cloud penetra�on of IT services has doubled over the past 

five years, it s�ll only represents 14% of back-end IT spend, 

which gives it further room to grow. E-commerce 

penetra�on have increased by more than 40% over the same 

period, but it s�ll only represents 10% of total retail spend.

The massive scale of their addressable markets, network 

effects, high-quality management teams and R&D spend 

also make it harder for smaller businesses to compete with 

them.

Spelling out the Big Tech risks

As with all investments, there are risks. As fundamental 

investors, we are more concerned with the longer term 

structural risks that may upend the investment case than 

short term vola�lity. Specifically, the success of these 

companies has seen them a�ract more regulatory scru�ny, 

primarily as a result of compe��on concerns. Concerns have 

also been raised about the fairness of their treatment of 

employees (for example, pay and working arrangements of 

Amazon's warehouse workers), suppliers (for example, 

Apple's insistence on a 30% revenue share for in-app 

purchases) and customers (privacy concerns in the case of 

Google and Facebook).

China-US trade tensions may also have an impact on the 

sector, with Apple, which both manufactures and sells 

devices in China, par�cularly at risk. These companies may 

also be expected to pay much higher taxes in future.

Managing our Big Tech risk exposure

To minimise our exposure to the risks, we are selec�ve about 

where we invest, owning some, but not all, of these Big Tech 

stocks. We also take higher tax rates and regulatory costs into 

account when valuing the businesses.

Also, our funds have an exposure to the Big 5 that is 

appropriately sized. At the �me of wri�ng, our global equity 

fund had 11% exposure to Big Tech, compared to the index 

weight of 20% in the S&P500, or the 40% por�olio weigh�ng 

in a specialist sector index, such as the NYSE FANG+, which 

bizarrely excludes Microso�. In turn, our recommended 

mul�-asset fund for long term investors wan�ng a complete, 

diversified solu�on, had exposure of around 7%.

The pandemic has significantly increased risks, which makes 

a�rac�vely priced assets that have the poten�al to 

outperform challenging to find. As valua�on-driven 

investors, we always try to cut through the noise and find 

those assets that offer an a�rac�ve risk reward proposi�on. 

While some may think Big Tech stocks no longer deserve 

their leading role in the year's investment story, we don't 

believe they are ready to take their final bow. However, we 

wouldn't recommend rushing out and pu�ng all your eggs 

in one basket.

Unpacking big tech, the investment story of the year
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Trust. 
It all comes down to trust. 
Particularly when it comes to investing. 

For 27 years we have actively grown the investments of millions 
of South Africans. By staying the course, no matter the 

market conditions, we create true wealth for all investors. 

··+·· 
CORONATION cnJ 

Coronation is an authorised financial services provider. TRUST IS EARNED'" 



PERSONAL 
FINANCIAL
PLANNING



With-prot 
annuities under 
a magnifying 
glass
Karen Wentzel, Head of Annui�es, Sanlam Corporate

2020 has been a year of unprecedented events.

In the financial services industry, it has been an interes�ng challenge for actuaries to design annuity products that remain a�rac�ve 

whilst factoring in challenges such as extreme market vola�lity and returns well below the tradi�onal norms stacked up against 

sharp increases in healthcare costs. In a year characterised by uncertainty, the benefits of a guaranteed life annuity, providing a fixed 

income with annual increases was highlighted. 

What is a with-profit annuity?

A with-profit annuity provides a guaranteed income for life with increases dependent on performance of the underlying investment. 

The bonus formula depends on market returns, however the applica�on of smoothing significantly reduces vola�lity. Decisions 

about the increases are partly subjec�ve, as they allow discre�on of how to distribute profits from, for example, mortality 

experience. Such decisions are however well regulated and made by experts and actuaries in the industry.

What is a purchase rate?

The purchase or discount rate is the net investment return required to provide a level pension. The lower the discount rate, the more 

it costs to purchase a given ini�al level of pension but the higher the expected future increases in pension. Once a bonus has been 

declared, the purchase rate is deducted from the bonus to determine the increase, for example, with a declared bonus of 10% and a 

3% purchase rate, the pension increase will be 7%. 

What is the philosophy for declaring bonuses?

The aim of bonus declara�ons is to transparently declare bonuses in line with the stated bonus formula, based on 

underlying fund performance, subject to adjustments based on the mortality experience of the pool. Subject to these 

criteria, a bonus as high as is deemed sustainable will be declared. 
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Please explain the risks covered by a with-profit annuity?

In a with-profit annuity, the insurer carries the longevity and investment risks of the annuitant. Pensioners receive a guaranteed 

monthly income as long as they are alive. For joint life pensions, the spouse will receive a pension a�er the death of the main 

pensioner un�l their death. If the underlying por�olio returns are nega�ve, your income will not decrease, however poor returns 

would limit the increases you receive.

Who should invest in a with-profit annuity?

Investors in a with-profit annuity seek some investment exposure to market returns of a balanced fund. These investors are willing 

to take a bit of risk to earn some upside poten�al, but also want the security of a guaranteed pension for life.

Ques�ons to ask your annuity provider

Comparing different with-profit annui�es and products from different providers is a difficult and complicated exercise. There is a 

huge responsibility for funds to do the right thing and offer ethical pricing. It's also a product where there are a limited number of 

service providers to choose from.

Here are some important ques�ons that you should ask any with-profit annuity (WPA) provider before buying an annuity product:

1. Are my funds being placed with a company I can trust to survive for the rest of my life?

Get informa�on about the company's financial stability, the solvency ra�o of the insurer and report by investment analysts.

2. How the increases are calculated?

With-profit annuity products designed in the 90's were o�en referred to as “black boxes” due to the provider's discre�on to

determine the increases, despite the fact that such decisions are made by experts (actuaries). Current product providers

should be able to give you details about the way increases are calculated and any discre�onary adjustments that may apply.

Investors should get clarity on how recent low and nega�ve market returns due to COVID-19 and the ra�ng downgrade, will

influence their future increases, since bonuses are o�en calculated using weighted recent returns. This might prompt some

further ques�ons such as:

Ÿ What is the level of investment par�cipa�on in market returns?

Ÿ Do bonus smoothing reserves or funding levels from recent poor market performance adversely affect new

policyholders' ini�al increases?

3. How will the administra�on and the service capabili�es of the product provider be rated?

Previous experience from clients will be the best barometer for administra�on efficiency and service excellence

4. What is the long term track record of the provider and what is the expecta�on of the level and stability of bonuses?

Realis�c returns and sustainable and stable increases over the long term should be a feature before op�ng into a with-profit

annuity. Looking at recent increases and the impact of the economic condi�ons on future increases will give an

understanding of the sensi�vity to market condi�ons.

With-prot annuities under a magnifying glass

P
E
R

S
O

N
A

L
 F

IN
A

N
C

IA
L
 P

L
A

N
N

IN
G

pg64
Pensions World SA | November 2020



(•) Sanlam 

Sanlam 
Benchmark 2020 

Sanlam has conducted research across an inclusive 
breadth of employers, retirement funds and 
professional consultants to benchmark their retirement 
unding experiences of the lockdown as well as their 

expectations of the future in a COVID-19 impacted 
economy. 

Sanlam now offers you the opportunity to access the 
esearch, discussion and insights online via the 

website link below to make sense of the status quo 
and to explore how to best empower financial 
confidence for members in a rapidly changing world. 

The Sanlam Benchmark Symposium has been 
accredited by the FPI as a verified CPD activity, 
carrying 2 points. These points incorporate both FPI 
and FAIS requirements. 

The 2020 Sanlam Benchmark 
Symposium covers the following 
areas: 

Reactions of Members 
Actions of Funds 
Evolution of Advice Models 
Group Insurance Risks 
Rebuilding SA Inc. 
Key Benefit Trends 
Technological Acceleration 
Connecting with Members 
Cybersecurity 
Impact of Counselling 
Individualisation 

www.sanlambenchmark.co.za 
Insurance I Financial Planning I Retirement I Investments I Wealth 



The South African financial services industry is crowded with numerous players, each with their own stakeholder demands -
local or international. For some time, it was clear to financial services entrepreneur, Anthony Govender, that there was a niche 
for a purely South African financial advisory firm that understood the intricacies and complexities of the country's society and 
economy first-hand- and that held the interests of it's people in higher regard than the demands of shareholders abroad. 

Govender founded ASI in 2008, using his own experience of building wealth for himself and others, from scratch, after growing 
up in a disadvantaged background, as the company's foundation. 

"I created ASI to positively change the country's future by breaking cycles o f  generational poverty, and empowering the country's 
people to build wealth and change their fives," Govender explains. "ASI provides a full suite o f  advisory services in Health, Wellness, 
Insurance and Investment for private and public sector companies that want to achieve the best possible outcomes for their 
employees." 

In operation for 12 years, the Level 1 B-BBEE independent financial advisory firm is proud of its status as the largest and 
fastest growing independent black-owned financial advisory firm on the continent, advising more than 1.2 million members 
how to get the best returns on more than R42 billion in annual premium income, liabilities and assets. 

With its disruptor approach to advisory and service, ASI views its intermediary role between employer clients and investor and 
medical scheme providers as being that of a negotiator that negotiates fairly and well to achieve the best outcomes for the 
end user: the employees who are trusting us to secure the most suitable medical cover for their needs, and the best return on 
investment for their retirement planning. 

Because ASI has always been an independent advisory firm - and will always maintain that independence - it suffers no 
conflicts of interest that compromise the client's best interests. Its data-driven approach to financial advisory means that it 
uses real information about an employer's people when advising an approach to retirement planning, medical scheme 
management, group risk, and short term cover, so that everyone concerned has the best possible solution, customised for 
their particular needs. 

ASI is a home-grown advisory firm, and has its feet firmly in South Africa's glorious soil and its vision for the future firmly fixed 
on creating multi-generational wealth. With its passion for the country so deeply ingrained, the business is structured to 
respond to the 21st century expectations ofleading technology solutions - but also has face to face consultancies across the 
country so that it can engage directly with clients' employees who are new to financial services and their complexities. 

This approach ensures that each and every client's employee has the chance to engage with someone who understands their 
needs, and who can identify their individual opportunities for building wealth, or show them how to achieve the greatest value 
from their chosen medical aid scheme. 



AS l's actuarial team supports businesses by mining existing data to identify trends in product uptake and use, positioning it to 
make knowledge-based recommendations that guide companies' medical scheme, gap cover, retirement planning, wellness 
and insurance choices. 

This is of particular relevance during a business's budgeting process, when iit can offer insights into anticipated medical 
scheme increases for the coming year, or provide projections on retirement fund sustainability. 

The ASI team monitors developments in the legislative, compliance and governance arenas, always ensuring that its clients 
are compliant. 

ASI and Retirement Planning Ill 
The Chinese proverb that says 'the best time to plant a tree was 20 years ago - and the second best time is now' is true for 
retirement planning as well, with ASl's experienced team of  retirement pllanning experts able to guide employers in 
structuring their company policies and remuneration structures to offer the best possible return on investment for 
employees. 

ASI analyses employees' financial needs to ensure that members are on the mo,st suitable plan in the different stages of their 
life. As  part of the process of on boarding, it covers full member education as we,11 as training, providing everyone covered with 
an overview of  ASI support channels. 

This level of commitment to tailoring a customised solution for each employer's people highlights ASl's determination to 
effect real change in the financial future of every person whose retirement planning is in its custodianship. 

ASI and Medical Aid Schemes Ill 
Medical schemes are complex and difficult to understand, and some people even 
find it difficult to understand why they should be members and how they can 
benefit. 

AS l's medical aid advisory team has relationships with multiple medical schemes 
that pre-date the firm's existence, and it's the strength of these relationships 
that positions ASI to offer knowledge-based, independent advisory to employers 
and their people. 

Not content to sign up members and leave them to navigate their scheme's rules 
and complexities, ASI conducts nationwide roadshows when its partner medic;al 
schemes release their new plans for the year ahead. Trained consultants discuss 
the implications of the year's changes with each member, making sure that they 
do indeed choose the plan that's most suited to their financial and health needs. 

ASl's healthcare advisory solutions also extend to absenteeism and productivity 
loss analysis, employee wellness programmes, occupational health and primary 
care, and feasibility assessments for on site clinics and gyms, as well as essentia Is 
like HIV/Aids management programmes. 

ASI Virtual Advisory 
BOOK A CONSULTATION 

"The entrenched disparities in the South African economy don't allow South Africa's population to graduate out o f  the cycle o f  poverty 
into earning a living and being able to provide for their families," Govender says. "/ entered the financial services industry to break that 
cycle for my own family, and building a career and a business that teaches others to preserve money, build assets, and optimise their 
earnings in tax-efficient ways is how I am investing in South Africa's future-and AS/ looks forward to working with companies that have 
the same abundant vision for the country's people." 

181 queries®assegai.co.za 

� Tel No: +2711029 6123 

l}i SMS "ASI" to 32015 for a call back 

•Health •Wellness •lnsure•lnvest •Retire 

BUILDING WEALTH, CHANGING LIVES 

f in W'@
www.assegai.co.za 



Family ties - can you break the 
curse of intergenerational debt?
Saul Gur, Financial Manager, Teljoy and 

Asavela Gwele, Client Rela�onship Associate at 10X Investments

In fact, the Reserve Bank has reported that the household debt to 

income ra�o stood at 73.7% for the first quarter of this year. This is a 

staggeringly high number as it suggests three quarters of an individual's 

income goes towards paying debt. But if we're regularly turning to credit 

and loans how can we ever hope to start to build financial security and 

wealth for ourselves, our families and future genera�ons? “It's a 

situa�on that needs to be addressed from two angles, says Saul Gur, Financial Manager at Teljoy. “The first is that we need to 

understand how debt holds us back and hampers our ability to get ahead financially. The second thing is to ac�vely seek 

alterna�ves that help us sidestep the debt trap but allow for our needs to s�ll be met.”

Normalising saying no to debt is easy to say, but in the middle of a pandemic when salary cuts and job losses are on the rise it is 

far more difficult to actually do.

For instance, life happens and the fridge packs up in the same week that the washing machine finally surrenders. Turning to 

credit for repairs or replacements seems to be the only op�on. But now, at a �me when consumer debt is at an all-�me high, we 

need to seriously consider less expensive and more flexible ways to meet these needs, without incurring the kind of debt that 

our grandchildren will s�ll be paying for. 

Rise of the rental 

One alterna�ve that's already popular in more developed markets such as the US and UK is the concept of the rental economy. 

It's touted as a normal means of having access to consumer goods, including furniture, appliances and electronics, without 

having to buy them on high interest credit or hire purchase. The rental model, popularised locally by Teljoy, offers customers the 

op�on of ren�ng on a month-to-month contract, elimina�ng the debt burden of an upfront credit purchase. 

It's a model that offers access over ownership, together with far more flexibility than buying a product outright. Most 

significantly, it removes the risk and cost of debt from the equa�on. “Consumer goods like appliances and electronics, and even 

furniture, need to be replaced every few years anyway due to wear and tear, so it just makes sense to rent rather than buy,” Gur 

believes. 

Crippled by debt and struggling to make ends 
meet is a fair way to describe life for thousands 
of South Africans at the moment. 
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Family ties - can you break the curse of intergenerational debt?

Interna�onally, companies like Aaron's in the US and Rent2Buy in the UK have popularised the rental model while individual 

brands, including Ikea and H&M, are following suit, offering their goods as a rentable service.  Rent-to-own is one way to ease the 

debt burden choking thousands of South Africans. 

Flexible op�ons

Normalising our expecta�ons around how our money can work be�er for us, in both the short and the long term, is key to building 

genera�onal wealth. “There's an old English idiom that says 'look a�er the pennies and the pounds take care of themselves'. That's 

an approach that individuals with a wealth mindset tend to follow - they make every penny count by coun�ng every penny,” Gur 

believes. 

Building genera�onal wealth starts by normalising saying no to debt and op�ng instead for cheaper, more flexible op�ons.

A recent survey by the fintech pla�orm PayCurve found that nearly 80% of South Africans are forced to turn to unsecured loans to 

meet their monthly financial obliga�ons. “Un�l we don't normalise alterna�ves to high-interest debt and excessive fees, the kind 

of genera�onal wealth that will elevate genera�ons will con�nue to elude us,” Gur concludes. 

Minimising unnecessary spending 

Another way of making our income stretch further is to be conscious of things that we are spending on that just aren't necessary. 

For instance, most people do not know what fees they are charged on their investments and, over �me, high investment 

management fees can eat away at savings.  “The difference between paying the most common fee of 3% versus a 1% rate can be 

huge,” explains Asavela Gwele, Client Rela�onship Associate at 10X Investments.  “A�er saving for re�rement over a 30 year 

period, you may have accumulated R1 million in capital.  If your fee over the years was limited to 1%, you would have R1,4 million. 

The extra R400 000 will make a big difference to your lifestyle during your re�rement years.” 
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Ac�vely save towards the things 

you want

Gwele also highlights the benefits of saving 

towards the things you would like to 

purchase in the future. “Whether it's a car 

or a house that you are planning on buying 

in the future, the more you can put down as 

a deposit, the less money you will need to 

borrow, and so ul�mately the item will cost 

you less because you will end up paying a 

lower amount in interest over the dura�on 

of the loan you need,” she says. “Make a 

conscious decision to save - signing up for a 

unit trust by means of a monthly debit order 

is also a good idea,” she advises.
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Catalysts of the 

new wave of 

emerging asset managers

EMERGING MANAGER STRATEGISTS
MOTSWEDI

For more information contact: 

Mark Davids | Investment Strategist & Distribution 

+27 10 110 8768 | +27 83 222 9913 | davidsm@motswedi.co.za | www.motswedi.co.za

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. 



The Role of Indices 
in pension fund 

investments
Vyasan Pillay, Business Development Manager: Indices at the JSE

As the poten�al benchmark for any investment, indices 

create a space for pension funds and pension fund members 

to understand how the market performed in rela�on to their 

pension fund investments and to double check those pension 

fund investment decisions throughout the life of the product.

Indices operate on a pre-determined rules based approach 

meant to generate investment por�olios that investment 

managers either try to beat or replicate, so indices are a 

fundamental part of investment strategies and the construct 

of pension funds.

Let's take a look at the role that the JSE plays in the pension 

fund market.

Since partnering in 2002, FTSE Interna�onal and the 

Johannesburg Stock Exchange (JSE) have been providing the 

South African investment community with a set of 

interna�onally backed and locally applicable benchmarks.

Our indices have managed to provide strong indicators that 

South Africans understand when they watch the evening 

news or read newspapers; even for the young online investor. 

We have built an indicator infrastructure that assists the 

investment community to grow every day and evolve with 

the investors of today. Having well known and understood 

indices makes pension funds meaningful to members who 

are able to understand what their fund is trying to 

outperform or replicate. 

As the Informa�on Services team at the JSE, we deliver 

FTSE/JSE index products to the pension fund market and, in 

conjunc�on with FTSE, we are always looking for ways to 

create more value for clients. From the FTSE/JSE All Share 

Index (used as an indicator of the en�re SA market) to the 

FTSE/JSE Responsible Investment Indices (our ESG indices), 

more recently the introduc�on of the FTSE/JSE ALBI and CILI 

fixed income indices, we have con�nued to strive for be�er 

aligned indices that serve our client's needs. 

Get to know your index
We have an in-house index team who, amongst other index 

ac�vi�es, build out the local index research on new indices 

and poten�al changes to already established indices. They 

also help FTSE apply local corporate ac�ons to the indices for 

accurate index management and help manage the ground 

rules for the indices. They administer local index advisory 

boards (built with members from different facets of the local 

SA market) to determine if there are any material changes to 

the current indices and what would be the local market's 

recommenda�on on any of those changes.

Pension funds have a great deal of importance in the lives of every one of their 

members. They are the reason why people, who have made good investment 

decisions, can re�re and con�nue to live a full life.



Over the years FTSE and the JSE, in conjunc�on with the 

advisory boards, have made many changes to our FTSE/JSE 

indices that the investment community have come to know 

and understand. We have also introduced many new indices 

that offer new views on the market. These changes, other 

index provider changes or introduc�ons and market 

requirements impact the pension fund industry as benchmarks 

have changed dras�cally in SA over the last 20 years and are 

expected to do so for the foreseeable future.

One such change is a movement towards ESG indices and the 

impact they create on the companies that people invest in. 

Studies are showing that millennials will represent 75% of the 

workforce by 2025 and are already over 50% of the workforce 

in the world today. Millennials care not only about a 

company's “bo�om line” but also about how they go about 

crea�ng those profits. ESG analyses how companies run their 

businesses and speaks to a be�er future through inves�ng. So 

this new movement correlates well with pension fund 

members who want to re�re in a world that is be�er than 

today.

Apart from understanding how the index is constructed and 

being able to explain it to a pension fund member, we are 

living in a �me where every cent ma�ers, so whether you are 

looking at passively tracking or ac�vely managing a pension 

fund, or balancing between the two, there are poten�al fees 

involved with the use of indices. As a client facing part of the 

index supply chain I am at the coal face of the investment 

community that is striving to keep costs low. So it is very 

important to reach out to your index provider of choice and 

understand the costs to your own pension fund as well as the 

costs to the downstream asset managers and consultants.

These impacts could be avoided with the right choice and a 

li�le help from the index provider you deal with. For example, 

pension funds can keep costs low by replica�ng the index that 

they select, in order to remove much of the downstream fees. 

Interna�onally we have seen major movements in the index 

replica�on space and expect to see similar movements locally. 

From the data cost to the pension fund and the mandated 

asset manager to the liquidity or methodology in the index 

they select, from the industry that most represents an index 

to the sectors that are prevalent; index selec�on can be a 

daun�ng task for any investment professional or pension 

fund. Even with external help or research, there is a lot to 

consider. 

In closing, indices offer a great deal of assistance to members, 

trustees and principal officers. Indices take much of the leg 

work out of measuring your mandated asset managers and 

crea�ng market understanding for clients with a few simple 

set of metrics. As partners to index providers, we see the 

pressure that pension funds are under to select the right ones. 

So if you don't fully understand the benchmarks you use, the 

reason you use them or the vehicles that they can be used in, 

the �me is now to grow that knowledge for the be�erment of 

your clients.

The Role of Indices in pension fund investments



INDUSTRY UPDATE



in the NEWS

Old Mutual Corporate has successfully concluded a purchase agreement for 100% of the shares of professional services firm PwC's 
Research Services (RS) business. Best known for its remunera�on and benefits survey REMchannel, RS will add a world-class 
benefits advisory capability to Old Mutual Corporate's employee benefits consul�ng business (Old Mutual Corporate Consultants). 

According to Malusi Ndlovu, General Manager of Old Mutual Corporate Consultants, the transac�on will enable Old Mutual to 
provide broader human capital advice to large and medium-sized corporates in South Africa and selected African countries. “The 
unstable economic environment, combined with the impact of the COVID-19 pandemic, has significantly increased the complexity 
of remunera�on and incen�ves in the new world of work.  

“This requires a much more detailed explana�on of drivers, weigh�ngs, thresholds, targets and stretch levels,” says Ndlovu.

A market leader in comprehensive salary survey provision in South Africa and several countries on the con�nent, RS provides 
remunera�on and benefits benchmarking, job profiling and job evalua�on tools, as well as remunera�on and reward consul�ng to 
more than 700 clients in South Africa, Namibia, Kenya, Eswa�ni, Botswana and several other countries.  

According to Rene Richter, Partner responsible for Research Services at PwC, various global and local trends which hampered the 
business from con�nuing to grow under PwC's ownership saw PwC embark on an extensive M&A process to find a strategic buyer 
that would complement the business units value proposi�on. 

The deal – which will be affec�ve from 1 November- will give clients of Old Mutual Corporate Consultants a single source of 
exper�se and advice in keeping with interna�onal trends, covering both the salary and long-term employee benefits aspects. This 
includes employee benefit consul�ng for employers in umbrella funds and trustees of standalone funds, as well as general risk-
benefit, communica�on and investment consul�ng. 

OLD MUTUAL CORPORATE ACQUIRES PwC RESEARCH SERVICES (PTY) LTD
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in the NEWS
The Sanlam Group Execu�ve Commi�ee and the Sanlam 
Board have recently completed a review of the group's 
strategy, which includes a special focus on clients and a focus 
on the digital transforma�on of the en�re business to 
improve the customer and intermediary experience.

The following appointments have been made to support the 
reviewed strategy: 
Ÿ Mr Jurie Strydom, currently the Chief Execu�ve Officer

(CEO) of Sanlam Personal Finance, has been appointed
CEO of the newly established Life and Savings cluster;

Ÿ Ms Kanyisa Mkhize has been appointed Chief Execu�ve
Officer (CEO) of Sanlam Corporate;

Ÿ Mr Bongani Madikiza, currently the CEO of African
Rainbow Life, has been appointed CEO of SA Retail Mass
which comprises Sanlam Sky, Safrican and African
Rainbow Life;

Ÿ Mr Anton Gildenhuys, currently the Chief Risk Officer and
Chief Actuary, has been appointed CEO: SA Retail
Affluent;

Ÿ Mr Mlondolozi Mahlangeni has been appointed Chief
Risk Officer and Chief Actuary with effect from                
14 September 2020;

Ÿ Mr Karl Socikwa, currently the CEO of Sanlam Sky, has
been appointed Group Execu�ve: Market Development;
and

Ÿ Mr Wikus Olivier, currently the ac�ng Chief Financial
Officer (CFO), has been appointed Group Execu�ve:
Strategy from 01 October 2020.

Life and Savings cluster
To facilitate a be�er focus on specific important client 
segments and strong co-opera�on between different parts of 
the business in serving Sanlam's customers, the current 
Sanlam Personal Finance (SPF) business cluster has been split 
into two business clusters: SA Retail Mass whose CEO will be 
Mr Bongani Madikiza and will consist of Sanlam Sky, Safrican 
and African Rainbow Life; and SA Retail Affluent whose CEO 
will be Mr Anton Gildenhuys. 

In addi�on, Sanlam Corporate, whose CEO will be Ms Kanyisa 
Mkhize, will also form part of the Life and Savings cluster.     
Ms Mkhize will join Sanlam from Old Mutual where she 
headed up customer proposi�ons. She is an Actuary with 
deep industry experience. 

Mr Madikiza, Mr Gildenhuys and Ms Mkhize will all form part 
of Group Exco and will report to Mr Strydom, who will be 
responsible for ensuring close co-opera�on between the 
retail and corporate businesses in order to improve the 
offering to our clients.

A decision has been taken to combine Group Technology and 
Informa�on (GTI) and SPF Informa�on Technology into a new 
en�ty known as Sanlam Group Technology. This will act as a 
centre of excellence for the whole Group in the technology 
space. Sanlam Group Technology will report into SA Retail 
Affluent under Mr Gildenhuys.

These appointments are effec�ve on 01 September 2020. 

Sanlam Group Office
Mr Mlondolozi (Lotz) Mahlangeni has been appointed the 
Chief Risk Officer and Chief Actuary of Sanlam Limited, taking 
over from Mr Gildenhuys. Mr Mahlangeni was previously the 
Bank Treasurer at FirstRand Bank and is an Actuary with 
extensive experience in the financial services industry. He will 
join Sanlam on 14 September 2020. 

In order to drive digital transforma�on across the Group, a 
new role of Digital Technology Officer (DTO), which will report 
to Mr Olivier, as well as three cross-Group bodies called digital 
councils have been established. The three digital councils will 
be: Governance, Digital Ini�a�ves and Simplifica�on councils. 
The DTO and the composi�on of the digital councils will be 
communicated in due course. 

As previously communicated, Ms Abigail Mukhuba is 
assuming the role of Group Financial Director of Sanlam from 
1 October 2020 and will join the Sanlam Board and the 
Sanlam Group Exco from that date. 

Mr Wikus Oliver will con�nue as ac�ng CFO un�l
30 September 2020, and from 1 October 2020 will assume 
the role of Group Execu�ve: Strategy. Mr Olivier will have 
Corporate Finance and the new DTO repor�ng to him.

Mr Karl Socikwa will assume the role of Group Execu�ve: 
Market Development from 01 September 2020. 

Commen�ng on the appointments, Sanlam Group CEO,      
Mr Paul Hanra�y said: “I would like to welcome Abigail, 
Kanyisa and Lotz to Sanlam and wish them and the internal 
execu�ve appointments of Bongani, Anton, Jurie, Wikus and 
Karl the best of luck in their new roles. It is a privilege to work 
with such a talented team of people in our Group Exco and to 
embark on a new strategic journey of growth together. I look 
forward to it.” 

Ms Lizé Lambrechts (CEO: Santam), Mr Robert Roux (CEO: 
Sanlam Investment Group), Mr Heinie Werth (CEO: Sanlam 
Emerging Markets), Mr Sydney Mbhele (Group Execu�ve: 
Brand) and Ms Jeane� Modise (Group HR Director) remain in 
their current roles.

SANLAM EXECUTIVE APPOINTMENTS TO SUPPORT THE REVISED STRATEGY
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in the NEWS
Leading South African financial services company, Tennant Group, has concluded its first B-BBEE transac�on with KDI Capital 
Partners, making a significant transforma�on in its shareholding structure.

The historic transac�on sees leader of KDI Capital Partners, Kuseni Dlamini, assume the role of Chairman of the Tennant Group 
Board of Directors.

Long term profitable growth and sustainability
Dlamini, who currently serves as the Chairman to both Massmart and Aspen Pharmacare Holdings Ltd, believes that the deal will 
enable the already well-established company to take its business to the next phase of excellence, thus securing long-term 
profitable growth and sustainability. 

Taking care of tomorrow | today
Tennant's slogan, 'Taking care of tomorrow | today' is what has and con�nues to drive Founder and Managing Director, Stephen 
Tennant, and his highly competent leadership team. 

As he welcomes his new partner on board, Tennant looks forward to con�nuing to do just that, whilst accelera�ng the group's 
compe��veness and relevance in the Financial Services Industry; par�cularly in sectors such as Employee Benefits and 
Administra�on, Human Capital and Personal Wealth.

Service excellence as a core focus
As the group looks to grow locally and further expand into Africa, its core focus remains; and that is personalised products, service 
excellence and looking a�er its outstanding employees.

Read more about the empowerment deal on Tennant's website: h�p://www.tennant.co.za

LEADING FINANCIAL SERVICES COMPANY, TENNANT GROUP, CONCLUDES 
EMPOWERMENT DEAL
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in the NEWS
Finfind CEO recognised for business leadership

Darlene Menzies, CEO of leading access to finance provider, Finfind, has been awarded the pres�gious Special African Business 
Leadership Commenda�on Award. The award is in recogni�on of her outstanding achievements in Africa's business landscape, 
and contribu�ons to Africa's economic development and post-COVID recovery.

The driving force behind Finfind's mission to make funding accessible to SMEs, Darlene is a well-known advocate and champion for 
the SME sector on the con�nent. She is a seasoned technology innovator, local and interna�onal speaker and serial entrepreneur. 
During lockdown, Darlene intensified Finfind's efforts to assist business owners by building COVID-19 relief informa�on and debt 
relief solu�ons into ‘Finfinds online portal. She also spearheaded the na�onal COVID-19 impact survey, supported by Government 
and big business, to provide crucial informa�on to these stakeholders, to inform the recovery solu�ons needed for this vital sector 
during, and post, COVID-19. 

The African Business Leadership Awards a�racted over 220 000 nomina�ons from across the con�nent. From this wealth of 
nominees, only 17 winners were chosen for their unique contribu�ons to growing African business and affirming the con�nent's 
posi�on on the global stage as an economic powerhouse in its own right. The other South Africans short-listed as finalists included 
Maria Ramos, former CEO ABSA Group; Stephen Saad, CEO, Aspen Pharmacare Holdings; Phu� Mahanyele-Dabengwa, CEO, 
Naspers; and Patrice Motsepe, Execu�ve Chairman, African Rainbow Minerals.

In response to receiving the award, Darlene said, “I am honoured to be named among such esteemed company and am humbled 
to receive this recogni�on. I share this award with the forward thinking, hard-working business people across the con�nent who 
are growing our economies in the trenches every day. Entrepreneurship and innova�on are the keys to increased job crea�on and 
economic development on the con�nent. I believe African innovators possess unique insights and ground-breaking solu�ons that 
are able to address major global challenges in this digital age.”

in the NEWS
UPDATE

Our focus is on:
people
quality
viewpoints
original ideas
audience engagement
good reading experience

Knowledge is key in the industry, join our quest to keep 
all industry stakeholders up-to-date with what is 
happening in the financial services world.

Let us know of acquisitions, mergers and any other 
news.

Contact: 
Chris Brits | 082 457 1833 | britsc@ebnet.co.za
David Weil | 082 445 8852 | weild@icts.co.za
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Lelanè Bezuidenhout CFP®, CEO, Financial Planning Ins�tute of Southern Africa 

Our first ever digital Professionals Conven�on was a resounding success 
stJust a few days ago we hosted the 31  annual FPI Professionals Conven�on, our first digital event of this magnitude. Planning a digital 

conference was a steep learning curve for us all (there were a few hair-raising moments) but I am happy to say that it went off 

without a hitch.

None of this would have been possible without the incredible support of our members, the �reless flexibility of all FPI staff and the 

insigh�ul contribu�ons from all of our speakers who collec�vely painted an incredibly vivid picture of how we can all work together 

to future proof not only our prac�ces, but our profession and our na�on. Our broadcast partners, , also deserve a special men�on.

I am so glad we went ahead with the Conven�on. A�er the year we've all been through, it was truly heartwarming to connect with 

so many financial planners from all corners of the country (and beyond). Hopefully, next year we'll be able to do it all in person!

COVID-19 highlights the value of FPI professional membership
With the growing na�onal budget deficit and real GDP expected to plunge, you don't need me to tell you �mes are tough. Financial 

Planners and advisers may not be frontline workers in the conven�onal sense – but we certainly are at the coalface of the economic 

struggle facing many South Africans. The advice we give our clients and the strategies we implement for them could very well be the 

difference between making it through the pandemic unscathed and being financially devastated by it.

Now, more than ever, people need a financial advisor they can trust; someone who is able to implement a tailor made financial 

planning strategy that will help each family to weather the COVID-19 storm as effec�vely as possible. 

Stronger together: we've signed an MOU with ASSA 
As part of our efforts to follow through on our strategy and mandate, FPI recently signed an MOU with the Actuarial Society of South 

Africa (ASSA) that will see us work together to improve the long term financial wellbeing of all South Africans and their families. For 

decades, both organisa�ons have worked hard to give input on regulatory changes, to educate consumers and generally improve 

the financial health of all South Africans. But now we'll support each other's views as they relate to our individual mandates for the 

greater good of the consumer. If the last couple of months are anything to go by, I'm convinced that combining our skillsets will be 

great for both our members and the South African public.

You can make a difference: Get behind FoodForward SA
Even before COVID-19 reared its head, millions of South Africans went hungry every day. If there was ever a �me for us to stand 

together and reach out a helping hand, it is now. But who do you give to? Relief efforts are not immune to corrup�on, as we have 

witnessed in South Africa's own na�onal programs.

In March this year, the FPI (alongside IRMSA) iden�fied FoodForward SA as our champion to help with this ini�a�ve. FoodForward 

SA redistributes fresh, healthy food that is not used in conven�onal supply chains to those who need it most.

What’s happening at the 
FPI?

Hello from a much hotter and greener Johannesburg. 2020 has not been easy, but now that it's almost over, I can 

honestly say that it hasn't been all bad, both on a personal level and in the FPI's continued quest to improve the nancial 

wellbeing of all South Africans. 



Together with 14 other professional bodies, we started a campaign to raise funds for this very worthy cause. Now we have entered 

Phase 2 of our food campaign. The need is more pressing than ever: 4 out of 10 people have lost their jobs since lockdown, leading to 

more South Africans going hungry every single day. There are no two ways about it. We need to come together again to meet the 

increased challenges presented by COVID-19. To be part of this vital ini�a�ve, to FoodForward SA.

Onwards and upwards
While the health impacts of the pandemic seem to be tailing off, all of us in the financial planning industry know that the real hard 

work is yet to come. As financial planners, we need to band together to help South Africans to not just withstand the economic 

impact, but to actually emerge stronger from it. 

Wishing everyone in the community a relaxing fes�ve season. Not to men�on a prosperous (and healthy) 2021.

Warm regards,

Lelané.

What’s happening at the FPI?
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Enos Ngutshane, President of the Ins�tute of Re�rement Funds Africa (IRFA),

The theme for this year's conference is Shaping the Future Through Innovation: The 

Retirement Sector's Role.

Looking through the 
November 2020 IRFA 
virtual conference

The Case for Change

The theme for this year's conference is Shaping the Future 

through Innova�on: The Re�rement Sector's Role. Recent 

�mes have forced us all to find new ways of working and 

engaging with our stakeholders. The IRFA Management 

Board recognised that there was a need for change in line 

with the challenges presented by Covid-19. We were 

therefore alive to the fact that there has been a need to 

iden�fy an alterna�ve to our tradi�onal conference model of 

face to face conferencing. The 2020 IRFA virtual conference 

will be focusing on innova�on and the re�rement sector's 

role in claiming the future.

Rethinking those Tradi�onal Boundaries

By defini�on, our virtual conference means that there will be 

no physical engagement between delegates. However, by 

leveraging the available technology, we have not 

compromised on the benefits of our annual conference in 

any way.

The conference will focus on change, resilience and 

adapta�on, innova�on and inven�on in equipping 

par�cipants with the knowledge and informa�on to rethink 

tradi�onal boundaries.  It will examine trends and 

opportuni�es in technology, investment markets and the 

cu�ng edge applica�on of technology in the financial 

services sector. 
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The conference pla�orm provides virtual rooms for 

networking opportuni�es between par�cipants. These  

facili�es are over and above the outstanding programme 

content, featuring subject ma�er experts and the core issues 

that the sector faces as it moves forward into the future. Our 

virtual conference pla�orm will also feature an exhibi�on hall 

containing products and services of interest to the 

re�rement sector.

Tackling Key Issues in the Re�rement Ecosystem

We believe that changes in the financial services sector 

provide very real opportuni�es for growth and transforma�on 

in the re�rement ecosystem, however these dynamic and 

constant changes present new challenges. Nega�ve a�tudes 

con�nue to slow down transforma�ve ini�a�ves in the 

financial sector from reaching meaningful diversity and 

inclusivity and the conference will encourage debate around 

these issues.

Transforming the Financial Sector

In 2020 the IRFA presented a number of webinars on core 

issues and topics that have been extremely well a�ended 

and received by the sector. We also held our annual Best 

Prac�ces Industry Awards gala online, and it was a great 

success.The 2020 IRFA virtual conference will assemble 

par�cipants and speakers who will raise tough ques�ons and 

assist in providing guidance on how to bring meaningful 

changes in our sector. Climate change and global warming 

are likely to be the biggest challenges of our century, while 

digi�sa�on, globalisa�on and geopoli�cal environment are 

transforming the financial sector and the way we do 

business.

Harnessing the Mul�plicity of Ideas 

The IRFA conference will provide an opportunity for decision 

makers to share knowledge developments within our sector, 

by encouraging us to harness the mul�plicity of ideas and 

knowledge. The Management Board of the Ins�tute of 

Re�rement Funds Africa (IRFA) the Vice President and our 

staff members, hope you can join us in making the 2020 

virtual IRFA conference a pla�orm for meaningful exchange 

of innova�ve ideas and new thinking in our sector. 

In the words of social media entrepreneur Ma� Mullenweg 

“Technology is best when it brings people together.”

So please sit back and listen carefully, as we take you through 

the journey of innova�on and transforma�onal ideas to 

improve our sector jointly.
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LEGAL ROUND UP



LEGAL SERVICES

Providing useful services 
backed by outstanding 
exper�se

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. 

Our services include assistance with:

Ÿ Agreements and forms
Ÿ Rules dra�ing and submission
Ÿ Training and publica�ons on legisla�ve, regulatory and other legal issues
Ÿ Regulatory compliance for example POPIA and complaints management
Ÿ General queries, guidance, inves�ga�ons, complaints and li�ga�on support
Ÿ Sec�on 37C and 37D decisions
Ÿ 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

RETIREMENT INDUSTRY



Unravelling the 

ball of wool… 

POPIA and 

retirement 

funds

Sometimes funds say to me that they simply do not know where to start when it comes to 
1POPIA . They pull one of the threads and a great big ball of wool lands on their lap in a tangled 

web of things to x and do. 

Leanne van Wyk, Director, ICTS Legal Services (Pty) Ltd

I sympathise with this as POPIA is by no means uncomplicated. This can be seen from the sheer amount of guidance provided by 

regulators with respect to the implementa�on of the General Data Protec�on Regula�on (the European Union equivalent of 

POPIA). 

To try and detangle the web, I thought I would a�empt a short(ish) ar�cle about what re�rement funds can do to ensure they are 

ini�ally POPIA compliant before 30 June 2021. Necessarily, this cannot include every aspect of POPIA compliance but I will try to hit 

the high notes. 

I do not think re�rement funds should approach POPIA in exactly the same way companies do. Funds can leverage off their 

employer's projects, but it must be kept in mind that re�rement funds are different and also need to produce and meet their own 

deliverables. Lawful POPIA processing should be propelled by the fund. 

There are many routes to summit this mountain, set out below is my suggested approach and others would be equally valid.

Step One - training

Training on POPIA creates awareness of what needs to be done, an understanding that it is going to take �me and 

resources as well as buy-in at a board level and from those who are going to be asked to do some work. This training should 

be generally about POPIA as well as re�rement fund specific.

Consider adding the POPIA project onto the fund's trustee mee�ng agenda as a standing item from now.

¹ The Protec�on of Personal Informa�on Act
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Step Two – create a POPIA database

This will mi�gate risk and could save your bacon in the long 

run (and perhaps even lower penal�es levied against your 

fund). Ensure that you save everything your fund does 

rela�ng to POPIA into this database. This will provide 

evidence of standards and measures you have put in place 

through your fund's POPIA journey. If you set up a 

meaningful database from the beginning, it will be quick and 

easy to produce documented evidence if you are asked for it 

later (for example, if the fund has a breach).

Step Three – appoint the fund's Informa�on Officer

Every fund has an Informa�on Officer by opera�on of law, 

who is the equivalent of the fund's Chief Execu�ve (probably 

the Principal Officer). It is important to properly authorise 

your fund's Informa�on Officer early on in the fund's POPIA 

project. This is because the fund's Informa�on Officer (along 

with the Board) is responsible for the fund's compliance 

with POPIA. There is risk in going through a POPIA project 

and later appoin�ng an Informa�on Officer who may then 

not fully understand the POPIA project or agree with how 

the fund has gone about ensuring compliance. It is be�er 

that the Informa�on Officer is part of the project from day 

one and can take responsibility for it, even though they will 

only be officially registered with the Informa�on Regulator 

at a later date.

Consider an authorisa�on le�er for the Informa�on Officer 

as well as a fund resolu�on. Remember that the Informa�on 

Officer must be registered with the Informa�on Regulator.

Step Four – map the fund's ac�vi�es

Mapping means to document the ac�vi�es where personal 

informa�on is processes and se�ng out the informa�on 

relevant to these ac�vi�es. In a re�rement fund context, 

mapping means documen�ng all the fund's day-to-day as 

well as standard ac�vi�es, for example, receiving 

contribu�ons or having board mee�ngs.  

The process of mapping ac�vi�es iden�fies how the fund 

acquires, uses and keeps informa�on, who else uses that 

informa�on and for what purposes the informa�on is used. 

For each ac�vity the fund should also iden�fy the personal 

informa�on it is processing for that ac�vity and the purpose 

of the processing. In addi�on, among other things, the fund 

should iden�fy red flags, for example whether the ac�vity 

includes the processing of special categories of personal 

informa�on protected by POPIA, like special personal 

informa�on, children's informa�on, bank account details, 

informa�on leaving the country and the like.

Mapping is the precursor to many other deliverables, such 

as the fund's privacy impact assessment (which is a 

statutory requirement). It is very difficult trying to do a 

privacy impact assessment (see below) if the fund has not 

first mapped out the ac�vi�es that are performed.

Step Five – managing the fund's operators (service 

providers)

The fund is responsible for its operators' compliance with 

POPIA. As most of a fund's opera�ons are delivered through 

operators, managing POPIA risks related to operators is very 

important for the fund. Start early. This means the fund 

needs to know what they are doing about POPIA, how they 

are going to ensure ongoing POPIA compliance as well as 

monitor this compliance. This requires ongoing repor�ng 

from the operators to the fund.

The fund's operators cannot all be treated the same - some 

are riskier from a protec�on of personal informa�on point 

of view, than others. For example, the fund will be more 

concerned about its administrator than its legal advisor.

Iden�fy and document all your operators. Then understand 

what fund personal informa�on they will process, including 

any red flags as men�oned in mapping above. A�er this, you 

can risk-rate them which gives you an indica�on of which 

operators you need to focus on more and first.

Decide and agree what repor�ng you need from operators 

(including informa�on about their POPIA projects, security 

measures, privacy related complaints, etc.) and how you are 

going to monitor them.

Ensure there are no nasty surprises for anyone - 

communicate what you are going to need from operators by 

way of assurances. And communicate the fund's policies to 

them, for example its data protec�on policy.

Ensure their agreements have been updated for POPIA 

(including the requirement to report breaches to the fund).

Step Six – complete the fund's privacy impact assessment 

and convert into a plan

All funds must, by law, do a privacy impact assessment. A 

privacy impact assessment means a document where the 

fund assesses the impact that POPIA has on it, their data 

subjects (for example, members), its current privacy 

prac�ces, its current state of compliance with POPIA, where 

the biggest impact will be, and what the fund should focus 

on. This is where the mapping document will assist the fund 

in comple�ng its impact assessment.

Unravelling the ball of wool… POPIA and retirement funds
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Our Informa�on Regulator has a no�on that a fund's privacy 

impact assessment seems to include the concept of a gap 

analysis, where the fund tests its ac�vi�es against 

compliance with at least the Eight Condi�ons in POPIA². This 

is different to a tradi�onal impact assessment, in my view, 

and requires a fairly detailed analysis. While the fund is doing 

this assessment, remember to document any authorisa�ons, 

jus�fica�on or grounds the fund is going to be relying on to 

process personal informa�on outside of the Eight Condi�ons 

or other POPIA requirements, as the fund is going to need 

this informa�on.

Once you have iden�fied, in your impact assessment, what 

measures, standards and other ac�ons are going to be taken, 

convert this into a plan to ensure implementa�on on �me. 

Who is going to do what and by when?

Step Seven – sort out what the fund is going to do about a 

POPIA compliance framework and what it will entail

Every fund, by law, must have a compliance framework to 

ensure POPIA compliance. Not every fund currently has a 

compliance framework. If your fund does have one, you will 

need to work POPIA risks and checks into this compliance 

framework. If the fund does not currently have a compliance 

framework it will need to ensure that it at least implements a 

POPIA compliance framework.

Step Eight – consider what fund documenta�on you need to 

dra� or change

You will need to ensure that fund documenta�on contains 

the required disclosures (and where relevant consents). 

Communica�on to data subjects, like members and 

beneficiaries, is key to lawful processing. The fund will need 

to set up processes and repor�ng for this (some of which is 

prescribed).

Check that the trustees' Code of Conduct is updated and put 

a data protec�on policy in place. A data protec�on policy is 

not a requirement of law but it will create an addi�onal layer 

of protec�on for the fund. This policy should include a data 

breach process/response, as well as set out the fund's 

reten�on and destruc�on prac�ces. 

Forms, booklets, other policies, guides, member statements 

and other member communica�on should be updated for 

the relevant disclosures (and other requirements) necessary 

under POPIA.

Funds are currently exempted (un�l 31 December 2020) 

from having to do a sec�on 51 PAIA manual. PAIA has been 

amended by POPIA and there are now addi�onal 

requirements to include in this manual. I suggest that funds 

extend their manuals to include the POPIA requirements and 

also include the ac�vi�es where the fund relies on 

jus�fica�on or grounds to process personal informa�on, as 

these need to be communicated. The manual can also set out 

data subject par�cipa�on processes.

Step Nine – Other

It may be considered chea�ng by having an all-encompassing 

step called “other”, but it is also important that funds (among 

other things):

Ÿ Understand if they are subject to other privacy legisla�on,

for example the General Data Protec�on Regula�on;

Ÿ Look at IT, physical and process security measures and

processes;

Ÿ Roll out an awareness programme (required by law);

Ÿ Include iden�fica�on of privacy complaints in your

complaints management; and

Ÿ Check insurance coverage related to POPIA.

Please start now

There is quite a bit to do but I hope I have assisted in some 

way to unravel the tangled web that is POPIA – the trick is to 

start soon. 

Unravelling the ball of wool… POPIA and retirement funds

² See my Legal Update in the Q3 edi�on of Pensions World for a summary of the Eight Condi�ons in POPIA
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Offer them corporate benefits they can rely on for their employees· financial well-being. 

Liberty partners with you to tailor-make Umbrella Funds for your clients, ensuring the financial well-being of their 
employees by meeting their long-term investment and risk needs. Because of Liberty's human-centric approach, we 
also provide your client's employees with care in times of need, thanks to value-added services· like medical, legal as 
well as trauma support, when they're secured by the Umbrella Fund. 

Liberty's corporate benefits are supported by more than 10 0 0 0  employers ... Emaillc.contact@liberty.co.za 
for more details on how Liberty can partner with you in caring for your client's employees. 
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Liberty Group Limited (Reg. no. 1957/002788/06) is an Insurer and an Authorised Financial Services Provider (FAIS no. 2409). Terms and Conditions apply. •value-added services are provided by a third party 
service provider. ""The employers referred to in the ad are Liberty·s corporate clients that participate in our umbrella funds and risk schemes. For more details about benefits. guarantees, fees, tax, limitations, 
charges, contributions or other conditions and associated risks, please speak to a Liberty Financial Adviser or Broker or visit our website. 
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Legal Update, Qtr 4, 2020
Chantal Manson, Head of Legal Advocacy, Liberty Group 

A summary of recent conduct standards 

Chapter 7 of the Financial Sector Regula�ons Act deals with regulatory instruments, which is a defined term and includes the 

various types standards that may be issued by the Authori�es (Pruden�al Authority and Financial Sector Conduct Authority). These 

standards are subordinate legisla�on. This Chapter also sets out the process which must be followed when making a regulatory 

instrument, namely the following must be published: 

Ÿ The dra� regulatory instrument;

Ÿ a statement explaining the need for and the intended opera�on of the regulatory instrument;

Ÿ a statement of the expected impact of the regulatory instrument; and

Ÿ a no�ce invi�ng submissions in rela�on to the regulatory instrument, which no�ce must explain where and how submissions

may be made, and the period for making submissions, which must be at least 6 weeks.

Once the submissions are received and considered, then the regulatory instrument must be submi�ed to Parliament, for a period of 

at least 30 days while Parliament is in session. If there are no further delibera�ons made on the dra� regulatory instrument, it may 

then be made final.

Below is a summary of the recent Conduct Standards published by the FSCA that impact re�rement funds: 

TITLE 

Conduct Standard 4 of 

2020 Minimum skills and 

training requirements for 

board members of Pension 

Funds

Dra� Conduct Standard -

Condi�ons for smoothed 

bonus policies to form part 

of default investment 

por�olios

Dra� Conduct Standard on 

Communica�on of benefit 

projec�ons to members of 

pension funds

DESCRIPTION

Sec�on 7A(3)(a) of the Act requires that members of the board of 

a pension fund must a�ain such levels of skills and training within 

six months a�er the board member's appointment, as may be 

prescribed by the FSCA. This Conduct Standard prescribes a 

minimum set of criteria that board members must comply with in 

order to ensure that they have appropriate knowledge and 

exper�se to perform their func�ons as board members.

The Conduct Standard prescribes the condi�ons with which a 

smoothed bonus policy must comply in order to be considered 

for inclusion as a default investment por�olio, in respect of 

Regula�on 37.

The Conduct Standard addresses the requirement to standardise 

the minimum informa�on that should be provided to a member 

and to ensure that benefit projec�ons are communicated to 

members throughout the various phases of fund membership.

STATUS

Final Conduct Standard 

gaze�ed on 10 July 2020

Tabled in Parliament on         

24 June 2020. It is expected 

that the final Conduct 

Standard will be published 

soon.

Consulta�on period ended    

31 July 2020 and the FSCA is in 

the process of considering the 

comments received.
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TITLE 

Dra� Conduct Standard on 

Requirements related to 

the payment of pension 

fund contribu�ons

Dra� Conduct Standard on 

Condi�ons for Living 

Annui�es in an Annuity 

Strategy

Dra� Conduct Standard on 

Condi�ons for investment 

in deriva�ve instruments 

for pension funds

DESCRIPTION

The dra� Conduct Standard is intended to replace Regula�on 33, 

which sets out the minimum informa�on to be furnished to a 

fund by an employer when paying contribu�ons made in terms 

of sec�on 13A of the Pension Funds Act. The proposed standard 

provides, among others, for: 

Ÿ the minimum informa�on that must be contained in a

contribu�on statement;

Ÿ repor�ng and communica�on responsibili�es of a principal

officer and board of a fund; and

Ÿ outsourcing the recovery of arrear contribu�ons to an A�orney.

The Conduct Standard is aimed to give effect to a prescribed 

standard as contemplated in Regula�on 39(3)(a), by prescribing the 

condi�ons for a living annuity to be chosen as part of a fund's 

annuity strategy, including the drawdown levels for such a living 

annuity. It sets out general principle based condi�ons for including 

living annui�es as part of the annuity strategy as well as specific 

condi�on which addresses:

Ÿ Sustainable income

Ÿ Monitoring sustainability

Ÿ Drawdown limits

The dra� Conduct Standard sets out overarching principles for the 

uses of deriva�ve instruments by funds, as well as prescribing 

condi�ons for pension funds when inves�ng in deriva�ve 

instruments as part of its investment strategy. 

STATUS

Consulta�on period ended   

31 July 2020 and the FSCA is 

in the process of considering 

the comments received.

Consulta�on period ended   

31 July 2020 and the FSCA is 

in the process of considering 

the comments received.

Consulta�on period ended   

31 July 2020 and the FSCA is 

in the process of considering 

the comments received.

Legal Update

Second dra� of the Conduct of Financial Ins�tu�ons (COFI) Bill 

a) Summary

The second dra� of the COFI Bill has been published and Na�onal Treasury aims to finalise the Bill a�er taking account of the

second round of comments received, and therea�er to submit the Bill to Cabinet for approval and tabling early next year.

The COFI Bill represents the holis�c legal framework for market conduct regula�on in South Africa that is consistently

applied to all financial ins�tu�ons. This will involve the repeal of provisions in exis�ng Acts, or of the Acts in their en�rety.

The COFI Bill proposes a new licensing framework for financial ins�tu�ons, by replacing the numerous different registra�ons

and authorisa�ons in the financial sector with a single market conduct license from the FSCA.

b) Key changes made between the first and second dra�s of the Bill include the following:

Ÿ The enabling provisions for conduct standards that were contained in various Chapters of the first dra� of the Bill have

been removed and will be dealt with in the Financial Sector Regula�on (FSR) Act;

Ÿ The licensing Chapter has been refined;

Ÿ The requirement for financial ins�tu�ons to have transforma�on policies have been refined to require these policies to

more closely align to the achievement of tangible targets;

Ÿ The Collec�ve Investment Scheme Control Act (CISCA) will no longer be repealed in its en�rety;

Ÿ References to medical schemes and medical scheme administrators have been removed from the revised Bill; and

Ÿ A new licence ac�vity of corporate advisory services has been included, to be�er capture the ac�vi�es undertaken by

ins�tu�ons such as investment banks.

There are also a number of proposed consequen�al amendments to the current financial sector laws such as the Pension Funds Act, 

Financial Sector Regula�ons Act, Financial Markets Act, Insurance Act and Collec�ve Investment Schemes Control Act. 
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c) Technical considera�ons:  re�rement fund sector

1. Approach to commercially sponsored funds

Ÿ The revised dra� of the COFI Bill defines “commercially sponsored fund” and “commercial sponsor”.

Ÿ A “commercially sponsored fund” is any re�rement fund established by a “commercial sponsor”, that establishes

the re�rement fund with the intent that the financial ins�tu�on or other financial ins�tu�ons in its group

(associates) will provide financial products or financial services to the fund and its members.

Ÿ The term “sponsor” does not extend to employers, unions or other en��es that establish re�rement funds.

Ÿ Once the commercially sponsored fund is established, the ongoing ac�vi�es performed by the sponsoring en�ty

(which is itself a financial ins�tu�on) in respect of the fund are ac�vi�es which are regulated under other

provisions of the COFI Bill, for example, the provision of financial products or financial services.

Ÿ Therefore the ac�vity of sponsoring a commercial fund does not need to be dealt with as an ac�vity requiring COFI

Bill licensing. The only situa�on in which the COFI Bill needs to directly refer to the commercial sponsor, is to deal

with ac�vi�es in the period prior to the actual registra�on of the fund.

2. Approach to trustees, employers and principal officers

Ÿ Trustees: The proposal that re�rement fund trustees require a licence under the COFI Bill has been removed and

the Bill now contains enabling provisions for se�ng conduct standards for trustees regarding eligibility criteria, fit

and proper requirements and governance.

Ÿ Employers: Will be regarded as “supervised en��es” in the context of the FSR Act and COFI Bill, in rela�on to their

obliga�ons as currently provided for in sec�on 13A of the Pension Funds Act.

Ÿ Principal Officers (including deputy): Will be regarded as “key persons” as defined in the FSR Act.

3. Approach to benefit administrators and self-administered funds

Ÿ A re�rement fund that performs its own benefit administra�on should be authorised for the licensing ac�vity of

benefit administra�on in addi�on to the ac�vity of providing a financial product.This is to ensure that the current

regulatory gap in respect of self-administered funds is closed.

Ÿ Re�rement fund benefit administrators, previously known as sec�on 13B administrators, will be subject to the

requirements in the Bill as “third-party re�rement fund administrators” and s13B of the Pension Funds Act will be

repealed.

4. Treatment of asset consultants

Ÿ The services of asset consultants should be captured by the defini�on of “advice” in the COFI Bill.

Ÿ This is necessary to close the current loophole where some asset consultants argue that their services fall outside

the ambit of the FAIS Act because their recommenda�ons do not necessarily relate to a “financial product” as

defined (for example, where they recommend general investment strategies or where their services entail

manager selec�on, rather than actual products).

5. Approach to public sector re�rement funds

Ÿ Public sector re�rement funds will be included in the defini�on of re�rement funds.

Ÿ This means that such funds will be subject to conduct requirements and their customers will be permi�ed to lodge

complaints with the Pension Funds Adjudicator.

6. Consequen�al amendments to the Pension Funds Act

Ÿ Amendments will be made to the Pension Funds Act to improve alignment with the COFI Bill, introduce a

centralised unclaimed benefits fund, and make other technical refinements in support of strengthening the

protec�on of pension fund members.

Ÿ The term “re�rement fund” will replace the term “pension fund” in the COFI Bill as the overarching term for the

various types of regulated funds.

Ÿ It is proposed to rename the Pension Funds Act to the Re�rement Funds Act, and the defini�on in that Act of a

“pension fund organisa�on” will be replaced with a defini�on of “re�rement fund”.

Ÿ The defini�ons of the different types of “re�rement funds”, namely “pension fund”, “pension preserva�on fund”,

“provident fund”, “provident preserva�on fund”, “re�rement annuity fund” and “unclaimed benefit fund” have been

updated to provide a descrip�on of what the funds do rather than referring to the Income Tax Act.

Legal Update



Ÿ The Income Tax Act and other legisla�on establishing or defining specific re�rement funds, should also

appropriately cross-reference the Pension Funds Act and COFI Bill defini�ons.

Ÿ The purpose of capturing all of the current fund type defini�ons in the Pension Funds Act is not because the COFI

Bill treats all of these fund types differently in the primary law, but will ensure that the Bill enables the se�ng of

different conduct standards for different types of funds.

Ÿ There are also a number of other proposed amendments to the Pension Funds Act, including:

Ÿ Renaming the Act to the 'Re�rement Funds Act'

Ÿ The term “re�rement fund” will replace the term “pension fund"

Ÿ Introduce a centralised unclaimed benefits fund

Ÿ Amendments to the defini�on of 'beneficiary fund'

Ÿ New defini�ons of 'umbrella fund' and 'sub-fund'

Ÿ Repeal of s13B Restric�ons on administra�on of pension funds and s7D Du�es of board as this will now be

dealt with in COFI

Ÿ Amendments to

o S8 Principal Officer and deputy principal officer

o S9 Appointment of Auditor

o S14 Amalgama�ons and transfers

o S15 Accounts

o S26 Registrar may intervene in management of fund

o S27 Cancella�on or suspension of registra�on

o S28 Voluntary dissolu�on of fund

o S37C Disposi�on of pension benefits upon death of member

o S37D Fund may make certain deduc�ons from pension benefits

Legal Update
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TRUSTEE TUTOR
(SPONSORED BY ICTS TRAINING)



Programme your 
mind for 
greatness.

INVESTMENT CONSULTING
AND TRUSTEE SERVICES

Please contact Toni-Leigh Can�n on 087 702 3821 

or can�nt@icts.co.za for more informa�on or visit 

our website www.icts.co.za

ICTS offers online training for 
trustees as a solu�on for their 

con�nued development of skills.



This issue of Trustee Tutor explains the concepts involved in ESG inves�ng and looks into the responsibili�es of the trustees – 

both moral and legal.

ENVIRONMENTAL SOCIAL GOVERNANCE

In January 2004 Kofi Annan, the former United Na�ons Secretary General, wrote a le�er to more than 50 CEO's of large global 

financial ins�tu�ons.  In his le�er, he invited them to par�cipate in a joint ini�a�ve to find ways to incorporate ESG into 

investment markets. A year later in 2005, a paper was released based on the responses.  This report, called “Who cares wins”, 

suggested that incorpora�ng environmental, social and governance factors in investment markets made good business sense, 

led to more sustainable markets and be�er socie�es in the long term.

 “Who cares wins” was the founda�on for developing the Principles for Responsible Investment (PRI) in 2006.

At that �me, ESG was not new to us in South Africa.  Our investment markets have a history influenced by socially responsible 

inves�ng (SRI).  Many of us will recall or have read about boyco�s against South African companies during the Apartheid era.  

This type of early investor “conscience” showed the impact of society's principles on the sustainable success of a business.

History of ESG … what started the conversation?

Our local South African investment markets are impacted by what happens around the world.  As ESG has gained trac�on 

globally, we have seen a swing in our investment conversa�ons from SRI to ESG.

Environmental Social and Governance (ESG) investing is the 
integration of environmental, social and governance (ESG) factors into 
investment processes and decision making. It assumes that these factors 
will have an inuence on the nancial sustainability of a company which 
operates within a broader economic system and society as a whole. 

Socially Responsible Investing (SRI) is based on ethical and moral 
criteria, and uses negative screening where investors don't invest in 
companies that produce or invest in alcohol, tobacco, gambling and 
weapons.

Trustee Tutor: Issue 4 
The framework of 
Environmental, Social and 
Governance (ESG) investing
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Whilst many trustees and investment consultants glibly use the phrase “ESG”, it's important to understand the underlying terms 

and how these are translated into meaningful and prac�cal investment criteria.

Let's unpack these three separate factors in more detail.

#1 Environmental

The E looks at how a company uses natural resources and the effect of its opera�ons on the 

environment. These include the contribu�on a company (or government) makes to climate 

change through the lowering of greenhouse gas emissions, responsible waste management 

strategies and its efficient use of energy. These can some�mes be called “green” investments.  

Global warming has catastrophic consequences for the planet and investors are able to 

influence change by choosing to avoid investments that contribute to climate destruc�on and 

inves�ng in those companies that are environmentally friendlier and, more importantly, 

sustainable.

#2:  Social

Social factors talk to the wellbeing of society generally and more specifically, the 
wellbeing of a company's employees and its community. It includes human rights, 
labour standards, child labour, workplace health and safety, employee relations and the 
company's integration into and support of local communities. Recently around the 
world, the “S” is expanding to emphasise diversity and inclusion.  Social investments 
can also be made with the intention of bringing about social change or improvement in a 
community or country.  

#3:  Governance

Governance refers to the rules and practices that govern decision making and the 
distribution of rights and responsibilities to decision makers (directors, managers, 
shareholders and stakeholders).  It simply means taking note of and measuring how a 
company is governed or managed. Governance deals with the company's leadership, 
executive pay, internal controls, audits and shareholder rights.

The context of ESG investments in South Africa is informed by a handful of key codes, principles and guidelines – some of these are 

local and others are interna�onally accepted as best prac�ce for governance and sustainability.

Principles for Responsible Inves�ng (PRI)

The PRI is an interna�onal organisa�on that works to promote the inclusion of ESG factors 

into investment decision making. It started in 2006 and has over 2 300 par�cipa�ng financial ins�tu�ons. On a voluntary basis, 

financial ins�tu�ons around the world par�cipate by signing acceptance of 6 key responsible inves�ng principles and then 

provide regular repor�ng on their progress. Today the signatories to the PRI are responsible for over $80 trillion in assets 

worldwide.

The framework of ESG in South Africa

Environmental, social and governance criteria help 
investors find companies with values that match 

their own.

Trustee Tutor: Issue 4 - The framework of Environmental, Social and Governance (ESG) investing
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The 6 key principles are:

There are around 50 South African asset owners and asset managers who are signatories to the PRI. Interes�ngly, this includes 

some large local re�rement funds.  Trustees are encouraged to ask their investment managers whether they are signatories to, 

and how they prac�cally incorporate, these 6 principles into their business.

United Na�ons Sustainable Development Goals (UN SDGs)

In September 2015, the United Na�ons General Assembly adopted the 2030 Agenda for Sustainable Development that includes 

17 Sustainable Development Goals (SDGs). These global goals are a universal call to ac�on to end poverty, protect the planet 

and ensure that all people enjoy peace and prosperity by 2030.

This framework recognises that ending poverty and other depriva�ons must go hand-in-hand with strategies that improve 

health and educa�on, reduce inequality, and spur economic growth – all while tackling climate change and working to preserve 

our oceans and forests.

We will 

incorporate ESG 

issues into 

investment 

analysis and 

decision making 

processes.

Principle 1 Principle 2 Principle 3 Principle 4 Principle 5 Principle 6

We will be ac�ve 

owners and 

incorporate ESG 

issues into our 

ownership policies 

and prac�ces.

We will seek 

appropriate 

disclosure on ESG 

issues by the 

en��es in which 

we invest.

We will promote 

acceptance and 

implementa�on 

of the Principles 

within the 

investment 

industry.

We will work 

together to 

enhance our 

effec�veness in 

implemen�ng the 

Principles.

We will each 

report on our 

ac�vi�es and 

progress towards 

implemen�ng 

the Principles.

Trustee Tutor: Issue 4 - The framework of Environmental, Social and Governance (ESG) investing
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1 NO
POVERTY 2 NO

HUNGER 3 GOOD HEALTH
AND WELLBEING 4 5

THE GLOBAL GOALS
For Sustainable Development

6 CLEAN WATER
AND SANITATION 7 AFFORDABLE AND 

CLEAN ENERGY 8 DECENT WORK AND
ECONOMIC GROWTH 9 INDUSTRY INNOVATION

AND INFRASTRUCTURE 10

11 SUSTAINABLE CITIES
AND COMMUNITIES 12 RESPONSIBLE 

CONSUMPTION
AND PRODUCTION

17 PARTNERSHIPS FOR
THE GOALS13 CLIMATE ACTION 14 LIFE BELOW WATER 15 LIFE ON LAND 16 PEACE AND JUSTICE

STRONG INSTITUTIONS
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You can see that the principles of CRISA are very much aligned with those of the PRI. The difference being that CRISA is locally 

focused whereas the PRI sets interna�onal best prac�ce standards. The applica�on of CRISA is voluntary and there is no process to 

become a formal signatory.  Rather, ins�tu�onal investors and service providers should adopt the principles and prac�ce 

recommenda�ons in CRISA on an "apply or explain” basis.

In terms of CRISA, companies should make the following policies publicly available:

Ÿ Policy on incorpora�on of sustainability considera�ons, including ESG, into investment analysis and investment ac�vi�es with

reference to the ma�ers as set out under Principle 1.

Ÿ Policy in regard to ownership responsibili�es, including vo�ng as set out under Principle 2.

Ÿ Policy on iden�fica�on, preven�on and management of conflicts of interests as set out under Principle 4.

Most o�en, trustees outsource their re�rement fund's investments to professional investment managers or mul�-managers. 

Trustees must s�ll make sure that the mandates with these investment managers deal with sustainability concerns, including ESG, 

and that there are processes to oversee that the service providers apply the provisions of CRISA when execu�ng their mandate 

(Principle 2.6).

Code for Responsible Inves�ng in South Africa (CRISA)

The Code for Responsible Inves�ng in South Africa (CRISA) came into effect in February 2012 and gives 

guidance on how South African ins�tu�onal investors should analyse investments, undertake inves�ng 

ac�vi�es and exercise rights to promote sound governance. In other words, CRISA addresses how investors 

should exercise their rights with a view to promo�ng good governance. The purpose of CRISA is to form part of 

an effec�ve governance framework in South Africa.

The five key principles of CRISA are:

An ins�tu�onal investor should incorporate sustainability considera�ons, including environmental, social and 

governance, into its investment analysis and investment ac�vi�es as part of the delivery of superior risk-adjusted 

returns to the ul�mate beneficiaries.

An ins�tu�onal investor should demonstrate its acceptance of ownership responsibili�es in its investment 

arrangements and investment ac�vi�es.

Where appropriate, ins�tu�onal investors should consider a collabora�ve approach to promote acceptance and 

implementa�on of the principles of CRISA and other codes and standards applicable to ins�tu�onal investors.

An ins�tu�onal investor should recognise the circumstances and rela�onships that hold a poten�al for conflicts of 

interest and should proac�vely manage these when they occur.

Ins�tu�onal investors should be transparent about the content of their policies, how the policies are implemented, 

and how CRISA is applied to enable stakeholders to make their informed assessments.

Trustee Tutor: Issue 4 - The framework of Environmental, Social and Governance (ESG) investing
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King Reports on Corporate Governance South Africa (King III & King IV)

The King Report on Corporate Governance is a booklet of guidelines for the governance structures and opera�on of companies in 

South Africa and has been cited as "the most effec�ve summary of the best interna�onal prac�ces in corporate governance”. In 

summary, the King reports are about transparency and accountability.

The King Reports create a detailed framework of corporate governance in South Africa and the most recent itera�on, King IV 

published in November 2016, contains 17 defining principles.

These principles provide a framework for all types of governing bodies to implement (directors, trustees of re�rement funds, non-

profit organisa�ons, etc) to embed the prac�ces of good governance in their management and decision making.  

A sector specific supplement to King IV specifically sets out governance criteria applicable to re�rement funds. All trustees are 

encouraged to read these 17 principles and their applica�on to re�rement funds, and ensure these are incorporated into their 

fund's code of conduct and other relevant fund policies and prac�ces.

Regula�on 28 of the Pension Funds Act

Regula�on 28 governs the pruden�al investment guidelines for South African re�rement funds.  In a nutshell, it sets the limits of 

investment exposure that re�rement funds can have to different asset classes.

In July 2011, Regula�on 28 was amended to support SRI:

A fund has a fiduciary duty to act in the best interest of its members whose benefits depend on the responsible management of fund 

assets. This duty supports the adop�on of a responsible investment approach to deploying capital into markets that will earn 

adequate risk adjusted returns suitable for the fund's specific member profile, liquidity needs and liabili�es. 

Prudent inves�ng should give appropriate considera�on to any factor which may materially affect the sustainable long term 

performance of a fund's assets, including factors of an environmental, social and governance character. This concept applies across 

all assets and categories of assets and should promote the interests of a fund in a stable and transparent environment.

In terms of the above, trustees need to consider any factors that impact the sustainable long term performance of the fund's 

investments including ESG. And there is a moun�ng body of evidence which shows that companies with high ESG rankings 

outperform those with lower (bo�om quar�le) rankings.

... there is a mounting body of evidence which 

shows that companies with high ESG rankings 

outperform those with lower (bottom 

quartile) rankings.
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Guidance No�ce 1 (GN 1) of 2019 (PFA) issued by the Financial Sector Conduct Authority (FSCA)

In this note, the FSCA provides guidance on how the Authority expects re�rement funds to incorporate the principles of ESG in 

their investment policy statements (IPS) and the disclosure and repor�ng thereof to its stakeholders, including members. 

In terms of GN 1, a fund should reflect in its IPS how its general investment philosophy and objec�ves seeks to ensure the 

sustainability of its assets, including (but not limited to) the following:

(a) when the investment policy statement was approved and by whom;

(b) how o�en the investment policy statement will be reviewed;

(c) how the fund intends to monitor and evaluate the ongoing sustainability of the asset which it owns and which it is intending

to acquire, including the extent to which ESG factors have been considered by the fund, and the poten�al impact thereof on

the assets of the fund; and

(d) its ac�ve ownership policy

In addi�on, re�rement funds should make their IPS, or an abridged version thereof, available to members, or advise members 

where they are able to access a copy of the fund's IPS.

This no�ce reminds trustees and management commi�ees to start paying a�en�on to ESG. It also con�nues to provide 

guidance on how and why they should comply with regula�ons rela�ng to sustainable inves�ng.

What is impact inves�ng?

Impact inves�ng is another phrase o�en used in the ESG conversa�on. Impact investments are made with specific social and 

environment objec�ves, in addi�on to financial gains. In other words, impact inves�ng is an investment strategy that not only 

produces financial returns but also creates posi�ve environmental and social outcomes.

As the custodians of re�rement fund investments, trustees must appreciate that all investments have consequences. 

Consequences for not only the investor, but also to the community and the broader economy. Investments can create jobs, impact 

the environment and grow communi�es and countries.  Impact inves�ng is inves�ng with the specific intent to make a posi�ve 

ESG impact together with posi�ve returns.

In summary …
ESG factors cover a wide spectrum of issues that tradi�onally are 

not part of financial analysis, yet may have financial relevance. This 
might include how companies respond to climate change, how 

good they are with water management, how effec�ve their health 
and safety policies are in the protec�on against accidents, how 

they manage their supply chains, how they treat their workers and 
whether they have a corporate culture that builds trust and fosters 

innova�on.

Trustee Tutor: Issue 4 - The framework of Environmental, Social and Governance (ESG) investing
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What are the challenges for trustees?

In many re�rement funds the trustees have delegated their investment decisions 

on asset class and share selec�on to specialist, professional investment managers 

or mul�-managers (by way of pooled investment por�olios).  And thus, in reality, do 

not have much of a say when it comes to the prac�cal implementa�on of ESG 

inves�ng.  Because the incorpora�on of ESG and equator principles, together with 

corporate vo�ng, are typically a func�on of these investment managers, Trustees 

should interrogate their chosen managers' philosophies and prac�cal incorpora�on 

of these principles into their manager selec�on, por�olio construc�on and 

share/asset class investments. 

Trustees of bigger re�rement funds with segregated, bespoke investment por�olios 

are able to influence ESG decision making to a far larger degree.  These trustees 

need to delicately balance ac�vely implemen�ng ESG inves�ng through 

meaningful, sustainable investment opportuni�es whilst s�ll seeking appropriate 

financial returns for members.

In both pooled and segregated scenarios, however, the process 

remains broadly the same. The trustees must sign off on any 

newly proposed strategy. In turn, investment consultants must 

have the ability and willingness to iden�fy investment op�ons 

and opportuni�es that meet this strategy. Investment managers 

must meet the ESG goals as well as the trustees' and consultants' other criteria for 

investability. Lastly, investment managers will need a sufficiently robust pipeline of 

ESG investment opportuni�es to merit inves�ng at a scale large enough to, not only 

make an impact but also to provide sustainability and financial returns.

Inves�ng in Socially Responsible Investments or Impact Inves�ng is a discussion 

which raises a number of debatable issues for trustees:

Ÿ The belief that their fiduciary duty is limited to maximising long term

performance for fund members.  Will these investments yield the same returns

for members as “tradi�onal” investments?

Ÿ The lack of data and credible informa�on on these investments.

Ÿ The lack of availability of large meaningful projects, por�olios and ini�a�ves to

invest in.

Ÿ The liquidity risk that inves�ng in a large long term impact project may impose

on the re�rement fund. Impact investments are generally long term in nature.

This may introduce greater liquidity risks to the re�rement fund.

For re�rement funds to engage in impact inves�ng, products must meet the long 

term needs of the fund and must be reliably assessed for their long term effects on 

fund por�olios. A number of investment managers offer SRI investment por�olios 

which trustees should be aware of and cri�cally evaluate in the context of their 

specific fund's objec�ves.

Trustee Tutor: Issue 4 - The framework of Environmental, Social and Governance (ESG) investing
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Where are we right now?

The economic devasta�on of the COVID-19 pandemic has, once again, raised the 

discussion of what part re�rement funds can play in the rebuilding of South 

Africa's economy.

There is a debate that centres around whether Government should amend 

Regula�on 28 to prescribe that re�rement funds invest a por�on of their assets 

in South African infrastructure (like state-owned enterprises) or should 

re�rement funds priori�se their investment discussions around the S in ESG and 

invest in social (and economic) upli�ment of the country?

It is important that trustees, as the stewards of re�rement fund investments, 

understand the influence they have in direc�ng investments that will not only 

provide good returns to fund members but also contribute to the wellbeing of 

society as a whole.

Trustee Tutor: Issue 4 - The framework of Environmental, Social and Governance (ESG) investing
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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. ESG stands for:

a. Energy, Society and Government

b. Environmental, Social and Governance

c. Equator principals, Social impact and Good stewardship

d. None of the above.

2. The ar�cle “Who cares wins” was the founda�on for developing the Principles for Responsible Investment (PRI) in

2006.

a. True

b. False

3. Socially Responsible Inves�ng (SRI):

a. Is based on ethical and moral criteria.

b. Uses nega�ve screening.

c. Is where investors don't invest in companies that produce or invest in alcohol, tobacco, gambling and weapons.

d. All of the above.

4. ESG inves�ng:

a. Takes into account that a company operates within a broader economic system and society as a whole.

b. Assumes that a company's impact on the environment and the way it treats its employees will have an impact

on its long term sustainability.

c. Factors in that good governance will automa�cally lead to be�er profits.

d. a and b only.

5. Which of the following is not a principle contained in the PRI?

a. We recognise the circumstances and rela�onships that hold a poten�al for conflicts of interest and proac�vely

manage these when they occur.

b. We will incorporate ESG issues into investment analysis and decision making processes.

c. We will work together to enhance our effec�veness in implemen�ng the Principles.

d. We will seek appropriate disclosure on ESG issues by the en��es in which we invest.
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6. Which of the following provides a framework for all types of governing bodies to implement (directors, trustees of

re�rement funds, non-profit organisa�ons, etc) to embed the prac�ces of good governance in their management and

decision making?

a. PRI

b. CRISA

c. King III & IV

d. SDG's

7. Which of the following statements is incorrect?

a. In terms of Regula�on 28, prudent inves�ng should give appropriate considera�on to any factor which may

materially affect the sustainable long term performance of a fund's assets, including factors of an

environmental, social and governance character.

b. The FSCA's GN 1 of 2019 does not require a fund to reflect in its IPS how its general investment philosophy and

objec�ves seeks to ensure the sustainability of its assets.

c. In terms of CRISA, an ins�tu�onal investor should incorporate sustainability considera�ons, including

environmental, social and governance, into its investment analysis and investment ac�vi�es as part of the

delivery of superior risk-adjusted returns to the ul�mate beneficiaries.

d. The UN SDS's are global goals set as a universal call to ac�on to end poverty, protect the planet and ensure

that all people enjoy peace and prosperity by 2030.

8. Re�rement fund trustees are able to become signatories to the PRI.

a. True

b. False

9. The issues faced by trustees when implemen�ng Socially Responsible Inves�ng are:

a. A clear legisla�ve framework, conflicts of interest and reasonable benefit expecta�ons of members.

b. The impact of COVID-19, the government's possible inten�on to set prescribed mandatory investment limits

and the depth of research analy�cs available to investment consultants.

c. The availability of large meaningful projects, reliable data and informa�on on ESG investment opportuni�es

and the belief that fiduciary du�es are focused on maximising returns for members.

d. None of the above.

10. Which statement is incorrect:

a. E refers to using solar and wind energy.

b. S refers to equal pay for male and female execu�ves.

c. G refers to directors disclosing conflicts of interest.

d. SRI refers to all of the above.

Trustee Tutor: Issue 4 - The framework of Environmental, Social and Governance (ESG) investing
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INVESTMENT CONSULTING
AND TRUSTEE SERVICES

Please contact Toni-Leigh Can�n on 087 702 3821 or can�nt@icts.co.za for more informa�on or 

visit our website www.icts.co.za

Publica�on of FSCA Conduct Standard 4 of 2020 (RF) - Minimum skills and 
training requirements for board members of Pension Funds.

In accordance with the FSCA Conduct Standard 4 of 2020 (RF) - effec�ve 
10 July 2020, a board member contemplated in sec�on 7A(3)(a) of the 
Act must a�ain the cer�fica�on of the Trustee Training Toolkit within a 
period of 6 months from date of appointment to the board. A board 
member appointed prior to this date must complete the Trustee Training 
Toolkit within 6 months of the effec�ve date.

Have a vested interest in 

your trustees? Then give 

them an ace.

For trustee standards of excellence, ensure their 
development by enrolling them for the FSCA Trustee Toolkit. 
For expert guidance through the Trustee Toolkit contact us 
for one of our experienced trainers.



Stay updated and in the know about who is moving up the corporate 

ladder in the pension fund industry.

MOVING
Kere’shea Govender

Head: Institutional Business

Sasfin Asset Managers

A most recent appointment to Sasfin Asset 

Managers is Kere’shea Govender who joined the 

business as head of institutional business a few 

months ago. Kere’shea is responsible for 

managing, building and growing the institutional 

strategy within Sasfin Asset Managers.

Lwando Moni, CFA, FRM

Deputy Director for Treasury and Investments,

Compensation Fund

From 01 September 2020, Lwando has been 

appointed as Non-Executive Director to the 

Board of CFA Society South Africa. The misson of 

the Society is to represent CFA Institute and lead 

the investment profession in SA. Lwando works 

for the Compensation Fund as Deputy Directo for 

Treasury and Investments.

Recently appointed as Principal Consultant at 

Mufaro Employee Benefits, Phila has over 22 

years experience in the Financial Services 

industry, as a Private Banker at two major Private 

Banks for over 6 years. He’s specilaised in 

Employee Benefits consulting for the last 14 years 

in various managerial positions at a large 

employee benefits firm.

Phila Dlongwana

Head of Consulting and Principal Consultant

Mufaro Employee Benefits

Abdur-Rehman Mangera

Group Benefits Risk Manager

Fedgroup

Recently promoted to Fedgroup Group Benefits 

Risk Manager, Abdur-Rehman Mangera has over 

24 years’ experience in the industry and holds 

various Group Benefits certifications. With a 

unique understanding of Actuarial ,  Risk 

Management and Distribution, he has improved 

profitabi l i ty,  product  development  and 

awareness whilst delivery exceptional service to 

clients alongside a dedicated team. 
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Stay updated and in the know about who is moving up the corporate 

ladder in the pension fund industry.

MOVING

Avishal was appointed as the Head of Sanlam Umbrella 

Solutions in June. He brings with him a wealth of expertise 

and experience having joined from Simeka Consultants 

and Actuaries, where he was a Principal Consultant and 

Director. Avishal is an occasional golfer and enjoys 

spending quality time with his loved ones. In his time as a 

consultant, Avishal worked with a diverse spectrum of 

funds and employers in South Africa where his holistic 

approach to member engagement has added immense 

value. The use of technology, analytics and insights to 

empower members has become Avishal's area of passion.

Monique Stofberg

Retirement Fund Consulting

AON 

With 30 years' experience in the field of Employee 

Benefits, gaining experience via broker consulting, direct 

client consulting, Principal Officer duties as well as 

heading up various employee benefits businesses as 

General Manager, Monique has been appointed at AON 

(merging with Willis Towers Watson) to further her career 

as Specialist, Retirement Fund Consulting.

Muhammad Jogee

Operations Manager: Group Products

Fedgroup

Muhammad was recently promoted to Operations 

Manager: Group Products at Fedgroup. He has over 15 

years’experience in the pension funds and employee 

benefits industry. He is responsible for the daily 

operations of the Group Benefits and Beneficiary Care 

teams, ensuring alignment of the products and 

processes within both business areas.

Kanyisa Mkhize joined Sanlam in September, where she 

took on the role of CEO at Sanlam Corporate. She is a 36-

year-old actuary with over 15 years of experience in 

Financial Services. Kanyisa previously headed up 

customer solutions at Old Mutual Personal Finance. She 

is an avid reader and enjoys spending time with her 

family. Kanyisa believes that the EB industry can have a 

huge influence in South Africa by empowering members 

of retirement funds to achieve positive financial 

outcomes.

Kanyisa Mkhize

CEO: Sanlam Corporate

Avishal Seeth

Head of Sanlam Umbrella Solutions

Sanlam

Pensions World SA | November 2020
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Premal is a chartered accountant who joined the 

company in 2015 as part of the manager research team 

and became the senior research leader for multi-asset 

class strategies. He has been promoted starting 

1 October. In his new role, he will continue to build on the 

organisation's responsible investment initiatives and 

ensure that these considerations remain at the core of the 

Alexander Forbes Investments' investment process.

Stay updated and in the know about who is moving up the corporate 

ladder in the pension fund industry.

MOVING
Premal Ranchod 

Head of ESG Research 

Alexander Forbes Investments

Nolly is a chartered financial analyst who joined 

Alexander Forbes in 2014 in the investment operations 

team. She subsequently joined the portfolio management 

team as a senior investment analyst where she has been 

instrumental in the portfolio construction and 

management of Alexander Forbes Investments' 

alternative solutions. She has been promoted from 1 

October to portfolio manager, covering Africa listed 

equities and hedge funds.

Nolly Tsie 

Portfolio Manager, Alexander Forbes Investments

Nimesh Keshav is a financial planner with expertise in 

investment management, employee benefits, risk, and 

financial planning. He has worked with the PSG team and 

its various offices for the last 10 years and is pleased to 

join the PSG Wealth R21 EB team, as of October 2020, as 

the office is in line with his personal values. 

Thesin Vandeyar, 

Employee Benefits adviser, PSG Wealth R21 EB

Joining PSG Wealth R21 EB from October 2020, Thesin 

Vandeyar, a multi-award-winning addition to the office, 

brings with him 20 years of specialised employee benefits 

experience. Prior to joining, he carried out his role as 

National Sales Head at Discovery and Divisional Director 

at Liberty Corporate implementing successful business 

development strategies resulting in progressive growth in 

clientele and profitability.

Nimesh Keshav, 

Employee Benefits adviser, PSG Wealth R21 EB
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Axioma�c is an independent 
Benefit consultancy which 
offers re�rement, health and 
risk solu�ons in South Africa 
and the African con�nent.

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

hazel@axioma�c.co.za

Contact: Paul Farinha | 011 269-1613 | FarinhaP@aforbes.com 

Alexander Forbes provides employee benefits services and 
solu�ons to improve the financial well-being of employees and 

employers

Simple and Secure Paperless Mee�ngs. Prepare for and run 
your mee�ngs anywhere, any�me. Move your board to the 

next level!

Contact: Chris Brits, Chief Execu�ve Officer - EBnet
+27 82 457 1833
britsc@ebnet.co.za

Bidvest Wealth and Employee Benefits is part of the Bidvest 
Group and is an independent provider of pensions 

administra�on, employee benefit consul�ng, wealth planning 
and health care consul�ng to corporate and individual clients.

Contact: Steve Price | CEO
T. +27 (11) 771 2322 | F. +27 (86) 664 4437
E.steve@bidvestweb.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

Contact: Virgilio da Silva
+27 11 783 1620
virgiliod@cadiant.co.za

A firm of independent professionals, advising on Re�rement 
Benefits, Healthcare and Investments.
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Re�rement fund and member level Regula�on 28 and SARB 
compliance repor�ng. All our reports are ISAE3402 audit 

cer�fied. 

Contact: Laven Che�y, CEO
(010) 595 1010
Lche�y@girsa.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: Jaco Pretorius, Chief Execu�ve Officer
+27 (0) 11 381 7960
jaco.pretorius@ensimini.com

Real Employee Benefits 
for Real Human Beings

EBnet is a unique digital 
re�rement industry 
knowledge portal in 

Southern Africa with the 
widest digital news 

footprint in the industry.

Contact: Chris Brits, Chief Execu�ve Officer
+27 82 457 1833 

britsc@ebnet.co.za

Simple and Secure Online, SMS and Smartphone Elec�ons. Set-
up and run your elec�ons anywhere, any�me. And we are POPI 
compliant!

Contact:  Sarah Heuer, Director
Email:sarah@insiteeduca�on.co.za
Phone: 087 723 0009
www.insiteeduca�on.co.za

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
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inSite Educa�on is your all-in-one consultant for mul�-pla�orm 
member communica�on campaigns.

Contact:  Sarah Heuer, Director
Email:sarah@insiteeduca�on.co.za  

Phone: 087 723 0009
www.insiteeduca�on.co.za

Want to say something; 
we help you say it!

We rethink re�rement, 
offering a range of life�me 
income products that 
re�rees can structure to suit 
their income needs.

Contact: 
Sco� Harvey, 
Distribu�on Execu�ve
+21 200 0463
info@justsa.co.za

justsa.co.za

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

effec�veness reviews.

Contact: Michael van der Westhuizen CA(SA), Managing Director
083 384 7334
michael@i-value.co.za

Keystone Actuarial Solu�ons, providing independent, 
specialist actuarial and consul�ng services to re�rement 

funds and the sponsors of such funds

Contact: Kerrin Lynch, Director
+2783 381 0702
kerrin.lynch@keystoneas.co.za

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

Contact: Chris Combrinck, Opera�ons Manager, ICTS Tracing 
Services
087 702 3800 ext 219
chrisc@ictstracing.co.za
www.ictstracing.co.za

TRACING SERVICES

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
+2782 445 8852
weild@icts.co.za
www.icts.co.za

T +27 11 450 1670 / 082 445 8722
E recep�on@irf.org.za
www.irf.org.za
2nd Floor Leppan House, No 1 Skeen Boulevard, Bedfordview

Represen�ng and promo�ng 
the interests of the 

re�rement sector in South 
Africa and across the 

con�nent

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
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NieuMan specialises in Re�rement 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

NMG Benefits is a specialist employee benefits intermediary 
working for the benefit of employers, medical schemes, 

re�rement funds, employees and re�rees.

Contact: 
Grant Olivier, Head - Corporate Marke�ng & Communica�on
+27 11 509 3170
info@nmg.co.za

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

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

EMERGING MANAGER STRATEGISTS
MOTSWEDI

We help you do be�er business 
and achieve superior outcomes 

through happy, financially 
empowered employees.

Contact: Mr Irshaad Bapoo 
Lead Specialist - Commercial Management
011 408 8724 and 072 223 4395
ibapoo@mentenova.co.za

Contact: Wayne Hiller van Rensburg
C +27 83 384 6681  
T +27 11 881 5854
E wayne@wealth-ma�ers.co.za 

PensionMatters (Pty) Ltd
Partnering With Our Clients for Better Solutins

Contact: Danny Streicher, Execu�ve Director
+27 83 414 2451
dstreicher@mentenova.co.za

implemented solu�ons focused on member outcomes
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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

“There`s never been a be�er �me to improve the lives of 
your employees”.

Contact: Viresh Maharaj, Managing Execu�ve: 
Corporate Distribu�on

Tel: (021) 947 6937
Email: viresh.maharaj@sanlam.co.za

Sanlam Trust Beneficiary Fund offers compe��ve fees, a 
unique life stage investment strategy and personalised 

support team for each beneficiary.

Contact
Thembi Xongo on +27 11 778 6478 or +27 82 082 7144T C 
E thembi.xongo@sanlam.co.za
Madi Carstens on +27 21 947 4238 or +27 71 689 1860T C 
E madi.carstens@sanlam.co.za

Sanlam Trust is a Licensed Financial Services Provider (FSP 21489)

Quantum offers investment 
solu�ons tailored to clients' 
unique risk  and return 
objec�ves and aiming for 
sustainable real returns.

Contact: FC Greeff, Chief Execu�ve Officer
Telephone: 012 346 0084
Email: info@quantumwealth.co.za

Re�rement 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

QED is the 
largest 

independent 
actuarial 

consultancy in 
Africa.

Contact: Henré Prinsloo, Associate Director
011 038 3701

henre.prinsloo@qedact.com
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Verso Financial Services (Pty) Ltd 
offers comprehensive employee 
benefits consul�ng and re�rement 
fund administra�on 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 

THIS SPACE COULD BE 
YOURS
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SOUTH AFRICA

Pensions
World 

Powered by 

TM
TM

Reach your target audience.

Endorsed by and affiliated with:

To book adver�sing visit:
www.pensionsworldsa.co.za

Contact: Na�e van Jaarsveld, Actuarial Consultant
C +27 82 498 5560  
T +27 12 643 0222 
www.sng-argen.com



Uncertain times 
call for a steady 
partner 
We can't eliminate risks from market shocks 
but we can manage them. 

As we weather the Covid-19 storm together, 
Alexander Forbes is helping you and your 
members navigate uncharted territory: 

Our strong focus on risk management strikes 
the right balance in taking advantage of 
growth opportunities while protecting against 
market downturns. 
Our advice helps your members make better 
decisions about their retirement fund savings, 
including loss of earnings or retrenchment. 
Our integrated consulting is based on 
outcomes, best advice and holistic needs. 
We've heightened our operational excellence 
now and into the future. 

You can count on us, through the good 
times and the bad. 

  
ALEXANDERFORBES 

Securing your financial well-being 


	Page 1
	Page 2
	Page 3
	Page 4
	Page 5
	Page 6
	Page 7
	Page 8
	Page 9
	Page 10
	Page 11
	Page 12
	Page 13
	Page 14
	Page 15
	Page 16
	Page 17
	Page 18
	Page 19
	Page 20
	Page 21
	Page 22
	Page 23
	Page 24
	Page 25
	Page 26
	Page 27
	Page 28
	Page 29
	Page 30
	Page 31
	Page 32
	Page 33
	Page 34
	Page 35
	Page 36
	Page 37
	Page 38
	Page 39
	Page 40
	Page 41
	Page 42
	Page 43
	Page 44
	Page 45
	Page 46
	Page 47
	Page 48
	Page 49
	Page 50
	Page 51
	Page 52
	Page 53
	Page 54
	Page 55
	Page 56
	Page 57
	Page 58
	Page 59
	Page 60
	Page 61
	Page 62
	Page 63
	Page 64
	Page 65
	Page 66
	Page 67
	Page 68
	Page 69
	Page 70
	Page 71
	Page 72
	Page 73
	Page 74
	Page 75
	Page 76
	Page 77
	Page 78
	Page 79
	Page 80
	Page 81
	Page 82
	Page 83
	Page 84
	Page 85
	Page 86
	Page 87
	Page 88
	Page 89
	Page 90
	Page 91
	Page 92
	Page 93
	Page 94
	Page 95
	Page 96
	Page 97
	Page 98
	Page 99
	Page 100
	Page 101
	Page 102
	Page 103
	Page 104
	Page 105
	Page 106
	Page 107
	Page 108
	Page 109
	Page 110
	Page 111
	Page 112
	Page 113
	Page 114
	Page 115
	Page 116

