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EDITORIAL COMMENT
Mike Borland, Director, FIRSTGLOBAL GROUP

MOST ADVISERS AND THEIR CLIENTS wrongly think that 
the adviser's primary function is to pick good investment 
vehicles. Yet the reality is that the value of financial advice 
extends far beyond just a focus on investment returns. 
Proper adviser priorities begin with a recognition of what is 
important and what is achievable.

Adviser 'alpha'
Bob Seawright, Chief Investment and Information Officer for 
Madison Avenue Securities, a boutique broker-dealer and 
investment advisory firm headquartered in San Diego, 
California makes a compelling case for the long-term value of 

a financial adviser beyond just security selection and portfolio 
management via his hierarchy of adviser value. I have 
reproduced and summarised his arguments here:

1. Encouraging consistent and increased savings

We are far more likely to obsess over squeaking a bit more 
performance out of our investments or tweaking our asset 
allocation to increase our expected return, rather than 
thinking about ways to save more. Good planning starts with 
putting the client’s financial house in order and making sure 
that a good savings plan is in place with the proceeds
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WHEREVER YOU TURN AT THE MOMENT you are faced 
with change, turmoil and volatility in global markets, across 
societies and within country politics. While it is easy to point 
to the events unfolding in South Africa’s National Assembly 
and the shenanigans leading up to local government 
elections on 3 August 2016, we are most certainly not alone. 
What a crazy world we live in! US election, UK referendum 
and political turmoil and Brexit, refugees and migration - 
global terrorist (or not) attacks - a broad centrist consensus 
in favour of liberalisation and deregulation is in danger of 
giving way to more extreme views to the right and left.

The Rand is leading most of the world’s currencies year to 
date and showing a positive medium-term outlook.  The ALSI 
is in positive territory, along with the US and UK markets.

In May 2016, South Africa’s trade balance recorded a 
massive surplus of R18.7 billion, helped by the combination 
of increased exports and lower imports. This improving trend 

is expected to continue throughout 2016.

Whilst not the subject of an article in this edition, we note that 
“middle class” local inflation is, and will continue to, outrun 
official figures (e.g. medical scheme costs, utility services and 
food). The goal posts are shifting and readers are urged to 
revisit the assumptions on which retirement plans were built 
over the past years.

In this edition, we consider the value add of an appropriately 
qualified and experienced financial adviser, we revisit an 
interesting and (I believe) realistic view of Brexit, again we 
touch on the attentions that SARS is paying to Trusts, we 
share some news on developments within FGAM and finally 
we include an update on our local investment funds.

Ponder on this: “The ancestor to every action is a thought,” 
Ralph Waldo Emerson.

THE VALUE (ALPHA) OF FINANCIAL ADVICE
Patrick Duggan, Investec Wealth and Investments
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invested into a solid, diversified portfolio.

2. Encouraging consistent investment

Out of our general fear, even if and when we invest, we often 
don't stay invested. But volatility – drawdown risk, really – is 
the price we pay for the higher expected returns provided by 
equities.

If we have the wherewithal to keep our composure during 
difficult markets, we will almost surely be rewarded for it.

Numerous studies have shown that those who trade the 
most earn the lowest returns. Overtrading is indeed a big 
killer of returns/trading is hazardous to your wealth. Yet our 
instinctive reaction to every market correction or downturn is 
to change something and almost always to sell something.

Corrections are part and parcel of the investment process; 
they come and go, and it is imperative to take a deep breath 
and realise that what is most important for building wealth is 
not “timing” the market but rather “time in” the market. It pays 
to stay invested. You can lead investors to a winning strategy, 
but you can't make them stick with it when the going gets 
tough. Unfortunately, success comes at a steep price. You 
need to be willing to sit through periods of downright dreadful 
performance. No risk, no reward. It really is that simple.

3. Financial planning

Individual investors have a great deal of trouble establishing 
appropriate, realistic and manageable goals. Often they don’t 
even know what they should be concerned with or what they 
should include as part of a list outlining what they want or 
need to accomplish. A good adviser will.

Moreover, good comprehensive financial planning is 
imperative for good financial health. Yet consumers often 
mistake investment management for financial planning. 
Financial planning is much broader, involving far more than 
the managing of investments. Great investment management 
can be undone in a hurry by poor financial planning. A good 
adviser – a good financial planner – can work to help 
individuals formulate, monitor, adjust and meet their personal 
and financial goals. Real expertise is required to do so.

Ultimately, a good adviser can and will influence and even 
change client behaviour. In a world where personal financial 
issues have become increasingly and often unnecessarily 
complex, a good adviser can help clients figure out what is 
true and what isn’t, what works, what matters, what is useful, 
and what can go wrong. There are few enough people with 
the expertise sufficient to begin to do that for themselves. 
Nobody can do it objectively. That’s why good advisers are 
an absolute necessity.

4. Managing expectations and behaviour

We are all prone to behavioural and cognitive biass that 
impede our progress and inhibit our success. We are prone 
to chasing after the next new thing, idea, strategy or shiny 
object.

A good adviser can mitigate these tendencies. Doing so is 
vital, not the least because we tend to disbelieve that we are 
susceptible to them.

To put a finer point on it, there is a clear "behaviour gap" 
between the average investor (money-weighted) return and 
the average investment (time-weighted) return that shows up 
consistently in the data. The 'behaviour gap' is significant 
and the result of self-destructive investor behaviour — most 
prominently exhibited by panicking during market downturns 
and chasing after performance.

Some research suggests that investors make mistakes by 
considering new opportunities in isolation, without fully 
accounting for how the decision will affect the overall health 
and performance of their portfolio. Other research shows that 
investors often evaluate their performance too myopically. A 
portfolio without some holdings that are doing poorly isn’t 
well-diversified. A broader perspective that emphasises this 
reality should help to prevent self-destructive performance 
chasing.

As the great Benjamin Graham sagely warned, “Individuals 
who cannot master their emotions are ill-suited to profit from 
the investment process.” Good advice increases the 
likelihood of success tremendously.

5. Asset allocation

The total return of any portfolio has three components, which 
may be positive or negative:

(a) returns from overall market movement;
(b) incremental returns due to asset allocation; and
(c) returns due to market timing, security selection, and 

fees.

The best research suggests that, in general, about 
three-quarters of a typical portfolio’s variation in returns 
comes from market movement (a), with the remaining portion 
split roughly evenly between (b) and (c). To the extent that 
research differs from that stated above, it concludes that 
asset allocation is more important and the elements that 
comprise (c) are less important and further concludes that (b) 
is far easier to accomplish effectively. Moreover, good asset 
allocation is crucial to matching one’s portfolio with one’s 
goals, needs, situations and risk parameters, all of which are 
subject to change. The exercise of allocating funds among 
various investment vehicles and asset classes is at the heart 
of investment management. Asset classes exhibit different 
market dynamics, and different interaction effects. Thus the 
allocation of money among asset classes and among 
investment vehicles within asset classes will have an 
enormous effect on the performance of an investment 
portfolio. A good adviser is vital to good asset allocation.

6. Managing costs and fees

A leading factor in the success or failure of any investment is 
fees. In fact, the relationship between fees and performance 
is an inverse one. Every investor needs to count costs and a 
good adviser can do the necessary research to do that as 
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effectively as possible.

7. Portfolio rebalancing

Rebalancing among investment types, such as an equity 
portfolio, for example, will likely improve performance by 
taking advantage of mean reversion. Rebalancing across 
investment types (to return, for example, to a desired 
weighting of stocks and bonds) will likely lower overall return 
– without it the equity allocation will typically grow due to the 
higher risk premium – but will make sure one’s portfolio is 
consistent with one’s risk tolerance. There is no definitively 
best way to do this, but a good adviser will undertake to 
rebalance portfolios so as to be as cost-effective and tax 
efficient as possible.

8. Security selection

Stock-picking may be dead, but various studies demonstrate 
that certain investment characteristics can and do 
outperform with persistence over time (even though they can 
and do underperform for significant periods). These include 
size (the small-cap premium), value, momentum, quality, low 
beta and (perhaps) concentration. By following competent 
advice, investors can and should be able to take advantage 
of these anomalies, and any new ones discovered, and to 
exit those approaches that no longer persist. As more and 
more money is allocated to so-called 'smart beta' strategies, 
lack of persistence will become more and more of a concern 
and seemingly 'tried and true' investment strategies will 
suffer unknown outcomes. A good adviser will stay on top of 
these trends and make sure that client portfolios continue to 

comport with the best research as well as client needs, goals 
and situations.

Conclusion

Nobel laureate Daniel Kahneman’s seminal book, Thinking 
Fast and Slow, begins as follows: “The premise of this book 
is that it is easier to recognize other people’s mistakes than 
your own.” Whether we’re talking about Lennon and 
McCartney or Warren Buffett and Charlie Munger, we all tend 
to work better with help, advice, support, correction, criticism 
and accountability.

A smart investor looks for what can be done that offers the 
greatest opportunity for success in the markets. A smart 
person looks for what can offer the highest likelihood of 
meeting his or her needs, goals and desires. But finding and 
implementing the best ideas for doing so is deceptively easy 
conceptually but monumentally difficult to put into practice. 

Accordingly, good financial advice is both invaluable and rare. 
It requires far more than selecting investments. It requires 
substantial expertise and the ability to manage emotions and 
expectations. We shouldn’t ever be afraid of saying so and 
we should never shy away from providing the kinds of service 
that will demonstrate it beyond doubt. Good advisers add 
value — and a lot of it.

*The views expressed in this column are those of the author 
and may not necessarily represent those of Investec Wealth 
& Investment.

ON MY MIND – THE BREXIT VOTE 
Daniël Kriel, CEO, Sanlam Private Wealth 

Editor’s Note: Much has been said in the media since the 
recent referendum and uncertainty will no doubt prevail for 
many a month. Amongst the articles and discussions, I 
thought this one was particularly real and worth a read in 
spite of the “glut” of other perspectives. It was penned on 
2016-07-04.

THE BREXIT VOTE just over 10 days ago caught markets off 
guard and sent shockwaves through most of the world. The 
decision rocked the markets and sent the Pound Sterling to 
30-year lows against the Dollar – and it will change Europe’s 
post-World War II order.

It unseated David Cameron as Britain’s prime minister and 
wrecked the careers of many other British politicians, 
culminating in a period of political instability and absence of 
leadership at a time when a deeply divided country has to 
prepare for life outside the European Union. All of this and 
more happened against the backdrop of market turmoil and 
economic vulnerability.

It was a week or so of high drama, with the script being 

written as it unfolded.

I was privileged enough to be there, to witness this historic 
decision and its ramifications first-hand.

The news was met with shock and disbelief – and although it 
was expected to be a close call, the Remain camp was more 
confident that it would carry the vote in the week running up 
to Thursday 23 June. The result revealed deep division 
across Britain, with prosperous London and Scotland voting 
by large margins to stay in. Working-class towns, Wales and 
rural England heavily backed the Leave movement, and were 
not to be swayed by the Project Fear campaign, which 
backfired badly on the Remain campaign. Instead, the British 
voters expressed their very real fears of uncontrolled 
immigration and the repeated failures of successive British 
governments to bring arrivals from both inside and outside 
the EU under control.

The division in the UK was reflected by the way the media 
reported on the historic decision. The Daily Mail ran the 
headline ‘Take a bow Britain’ on the day following the 
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referendum result, describing the outcome as ‘The day the 
quiet people of Britain rose up against an arrogant, 
out-of-touch political class and a contemptuous Brussels 
elite’.

The FT Weekend was more reserved, running the headline 
‘Britain breaks with Europe’. ‘Britain has swept away 50 
years of foreign policy, turning its back on the EU’ This was 
followed by last Monday’s more dramatic ‘Political turmoil 
and isolation: UK confronts new reality’, with the paper’s daily 
reports on the issue appearing under the headline ‘Brexit 
crisis’.

There were no victory parades or celebration parties in 
London or among my work colleagues, business associates 
or friends.

It was more a case of extreme disbelief, shock, even some 
embarrassment, and in some circles anger at Cameron for 
his big gamble to call this referendum in the first place, and 
then rush it without proper preparation or a meaningful deal 
from his erstwhile EU colleagues. In retrospect it was a big 
mistake on the part of the EU not to give Cameron the 
concession of an upper limit on immigration.

Cameron ignored the negative views of his predecessors 
Clement Attlee and Margaret Thatcher on referendums, and 
will now go down in history as the prime minister responsible 
for taking Britain out of the EU.

In the immediate aftermath of the Brexit vote a sense of 
doom overwhelmed the EU as its leaders contemplated that 
the British event might be contagious, encouraging other 
member states to follow suit. As time passed, however, it 
seemed as if they were closing ranks, and that the economic 
and financial repercussions suffered by the UK since its vote 
to leave could be just the thing to take the wind out of the 
sails of the Eurosceptics in their midst. But as the EU 
prepares for its first divorce, there’s some anxiety that British 
voters might have set in motion a cycle of disintegration in the 
organisation that has embodied post-World War II European 
cooperation.

This doesn’t mean the EU will fall apart, or even that more 
countries might leave. But the centrist politicians and 
Brussels bureaucrats will have to do some serious soul 
searching and change for the better if they want to fend off 
the populist forces and rise of nationalism all over Europe.

In the aftermath of the result the Dutch premier showed no 
restraint in commenting that ‘England has collapsed 
politically, monetarily, constitutionally and economically’. 
These are harsh words, and perhaps an overreaction.

What is true though, is that there seems to be no plan, not in 
the UK nor in Brussels, for the orderly exit of Britain. That 
creates uncertainty, and markets dislike uncertainty.

The rating agency Standard & Poor’s took only a few days to 
cut Britain’s coveted triple-A sovereign rating by two notches. 
While it’s unlikely to have immediate financial implications, it 
should be taken seriously as a warning of the risks now 
facing the UK’s economic prospects.

The full implications of Brexit have yet to emerge. UK 
blue-chip stocks recovered their losses towards the end of 
last week, and the Pound has made up some lost ground as 
the Governor of the Bank of England and other leading 
figures sought to reassure markets and investors. The 
challenges are huge, and investors run the risk of not facing 
up to the severity of the political and economic issues that 
now confront the UK.

However, let’s keep in mind that Britain hasn’t gone to ground 
– it remains a country that is easy to do business with, with 
the advantages of language, time zones, a respected legal 
system, depth of experience and access to large pools of 
capital and power enterprise.

What is required now is first and foremost political stability, 
which can be brought about by new optimistic leadership, 
ably defining and negotiating the UK’s role and place in 
Europe and the world post Brexit.

Most important is to rebuild confidence – confidence that 
there’s a plan, confidence in the UK’s economic prospects 
outside the EU, and confidence in its new role in Europe and 
the wider world.

Until then, uncertainty will prevail, planned deals will be put 
on hold, investors will be reviewing their options, and the 
doomsayers will call the end of Great Britain. This will cause 
more volatility and unpredictability in markets and we will 
remain extremely cautious. The Brexit script is still being 
written.

TRUSTS: PROPOSED AMENDMENTS TO INCOME TAX ACT, AND COMPLIANCE 
Mike Borland, Director, FIRSTGLOBAL GROUP

AS THE SARS “FISCUS” CONTINUES in its endeavors to 
balance the books of the SA economy by way of raising more 
taxes, they continue to focus their attention on Trusts. These 
are the so-called financial tools of the wealthy. The express 
intent is to restrict or eliminate “schemes” which have the 
effect of limiting revenue flows to the SARS coffers. A 

proposed amendment to the Income Tax Act released very 
recently aims to close the loophole that allows an “estate 
planner” to avoid Estate Duty by placing an asset such as a 
property or other investment in a trust. 
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If the proposed amendment is passed into law, it could mean 
that, with effect 1 March 2017:
 
•   A person making an interest free or low interest loan to a 

Trust will be deemed to have earned interest at an official 
rate and will not be entitled to the annual interest 
exemption;

•  The trust will not be able to deduct deemed interest from 
its taxable income;

•  This deemed interest income must be recovered by the 
Trust within 3 years failing which it will be treated as a 
taxable donation;

•  The R100000 Annual donations tax exemption will not be 
allowed to write down the loan to the Trust and donations 
tax will apply.

This does not mean that Trusts are not effective Estate 
protection and planning instruments. It does however 
strongly imply that tax and duty saving should not be the 
main reason for setting up a Trust going forward.

Some tax practitioners have warned that this proposed 
amendment is sufficiently far reaching to result in trusts being 

closed down. This in turn could have knock on Capital Gains 
consequences regarding assets held by those trusts –and 
obviously the tax consequences thereof. 

On the subject of tax monitoring of Trusts by SARS, a new 
income tax return was introduced for trusts in 2014, SARS 
made further enhancements to it and the final updated return 
became available in October 2015. Consisting of a 
staggering 24 pages, the disclosure requirements are 
comprehensive and stringent, with cross checks built into the 
document.

The subject of Trusts and the SARS view of certain aspects 
of Trusts as effective tax and estate duty planning 
instruments is nothing new and will not come as a surprise to 
anyone. 

It is suggested that you consult with your financial adviser 
and/or tax adviser if you feel that the proposed amendment 
as discussed above could affect your current or future 
intended use of a Trust.

ANNOUNCEMENT BY THE DIRECTORS OF FIRSTGLOBAL ASSET MANAGEMENT

WE ARE VERY EXCITED TO SHARE WITH YOU the news 
that Graviton Financial Partners, a wholly owned subsidiary of 
Sanlam Investment Holdings, has acquired a strategic 
minority stake in Firstglobal Asset Management (FGAM).  As 
you know, FGAM runs our multi-manager investment 
solutions which form part of our product offering to our 
clients.

Set out below is a copy of the article which appeared recently 
in business news media.

This move was made primarily due to industry trends and the 
increasing regulatory burden that we are faced with. In this 
context this was to ensure that our clients’ interests are 
always protected as our first priority in the face of such 
regulatory changes.

As set out in the article the Investment Process and our 
independence within FGAM will not change and you may rest 
assured that our investment decisions will continue to be 
made on an objective and unbiased basis.

From your perspective as relates to our client / adviser 
relationships nothing whatsoever will change. 

SANLAM ADDS TO ITS ASSETS 
49% of Firstglobal acquired for undisclosed amount 

Graviton Financial Partners, a wholly-owned subsidiary of 
Sanlam Investment Holdings, said yesterday it had acquired 
a 49 percent stake in Firstglobal Asset Management for an 

undisclosed amount.

Firstglobal Asset Management is an independent manager of 
six South African and two offshore funds. The company was 
formed as part of the Firstglobal Group in 2004 and currently 
manages private client funds for Firstglobal member firms in 
excess of R7billion.

Sanlam is upbeat about its acquisition, but some industry 
experts downplayed it, saying it is very minor. 

Carl Roothman, the chief executive of Sanlam Investments 
retail, said "This acquisition is part of Sanlam Investments 
retail strategy to take select stakes in independent financial 
advisory firms and multimanager companies of high 
reputation. 

“This strategy embraces and harnesses the independence of 
the firms we acquire stakes in and fully supporting the 
continuation of their existing brand and investment 
strategies.

“This will further leverage the group’s ability to provide quality 
advice while driving investment performance for clients in the 
most appropriate structures” 

Sanlam made a decision four years ago to establish a 
separate entity and this is how Graviton became a focal point 
to independently manage and house such acquisitions like 
Firstglobal Asset Management. 
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John Swart, Chief Executive of Firstglobal Asset 
Management, said “We look forward to growing this business 
together by harnessing the resources of Sanlam without 
giving up our independence. Firstglobal is a firm believer in 
independent professional advice and will continue to offer the 
best advice and service available to its clients.”

Industry Trends

Brad Preston, a Chief Investment Officer at Mergence 
Investment Managers, said, “From what I can see this is in 
line with industry trends for large financial institutions to 
acquire independent financial advisory and wealth 
management businesses as the regulatory burden on these 
businesses increase. I don’t think it implies much for their 
strategy, but rather illustrates the industry trend towards 
further consolidation in retail financial planning and wealth 
management businesses.”

Ian Cruickshanks, an independent analyst, said, “It is difficult 
to say at the moment because it is too early to tell if they 
made the right choice in acquiring the firm, but 49 percent is 
quite a big stake to hold and it shows commitment from their 
side” 

He said, “My view is that it is a very positive move and it 
means that they are confident about the business they are 
acquiring. The fact that they are prepared to put money in the 
economy and acquire has set a good example for other 
companies to follow.”

An analyst who chose to remain anonymous, said, “The size 
of the transaction was not disclosed, but I expect it to be very 
small in Sanlam’s life. It is unlikely to have a material impact 
on their broader strategy.”

FIRSTGLOBAL ASSET MANAGEMENT: INVESTMENT UPDATE
Klaas Venter, Chief Investment Officer, and Jacy Harrington, Investment Analyst

Jupiter

THE FG IP JUPITER INCOME FUND OF FUNDS returned 
2.75% in the second quarter of 2016 and 8.12% over the 
past 12 months, outperforming both the benchmark 
Alexander Forbes Short Term Fixed Interest Index (1.78% 
and 6.85%) and the peer group average return (2.39% and 
7.80%) over both periods. Changes in expectations over the 
timing of US rate hikes, together with uncertainty regarding 
the South African sovereign rating downgrade, were key 
drivers of South African local bond yields and currency over 
the quarter. 

Into quarter end, specifically as the Brexit materialised, future 
US rate hikes were significantly priced out which further 
benefitted the rand and led bond yields lower. Jupiter realised 
consistent outperformance throughout the second quarter, 
despite volatile market moves over the course of the last 
three months.  There were no significant changes made to 
the fund over the quarter.

Venus

THE FG IP VENUS CAUTIOUS FUND OF FUNDS returned 
1.66% in the second quarter of 2016 and 6.61% over the 
past 12 months, outperforming the benchmark peer group 
average return of 1.31% over the quarter, while 
underperforming the peer group average 12-month return of 
6.94%. Over the second quarter, South African local markets 
were driven by fluctuations of US rate hike expectations, 
Brexit uncertainty as well as concerns over the ability for 
South Africa to retain its investment grade sovereign rating. 

Overall, these factors lead to significant fluctuations in the 
rand’s valuation and lower local bond yields with the All Bond 
Index returning 4.40% on the quarter. This allowed for the 

fund’s fixed income allocation to make the largest positive 
performance contribution over the quarter.  During the 
second quarter, we continued to build our position in the Old 
Mutual Global equity fund, with the aim to diversify our 
offshore exposure.

Saturn

THE FG IP SATURN FLEXIBLE FUND OF FUNDS returned 
0.77% in the second quarter of 2016 and 8.05% over the 
past 12 months, underperforming the benchmark peer group 
average return of 0.82% over the quarter while outperforming 
the peer group average return of 5.71% over the 12-month 
period.  The relatively low quarterly returns of the local equity 
market +0.44% (FTSE/JSE ALSI TR) and the rand’s 0.34% 
appreciation relative to the US dollar masks the notable 
volatility that was experienced within these markets over the 
quarter. More specifically, the rand’s depreciation of over 
10% in May only to appreciate again 6.7% in June (relative to 
US dollar), was a significant driver of performance on Saturn, 
especially within the allocation to flexible funds on the 
portfolio. 

Over the quarter the diversification and reallocation to the 
more defensive funds - Nedgroup Opportunity and SIM 
Inflation Plus - continued as we reduced the equivalent 
exposure from the Investec Opportunity fund.

Neptune

THE FG IP NEPTUNE GROWTH FUND OF FUNDS returned 
0.26% in the second quarter of 2016 and 6.37% over the 
past 12 months, underperforming the benchmark peer group 
average return of 0.61% over the quarter while outperforming 
the 12-month return of 4.51%. The local equity markets 
together with the rand’s valuations saw sizable swings over 
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Year to DateIndex 6 Months 1 Year 3 Years* 5 Years*

FG IP Jupiter Income FoF

SA Multi Asset Income Category Average

STEFI Composite Index 

FG IP Venus Cautious FoF

SA Multi Asset Low Equity Category Average

FG IP Saturn Flexible FoF

SA Multi Asset Medium Equity Category Average

FG IP Neptune Growth FoF

SA Multi Asset High Equity Category Average

FG IP Mercury Equity FoF

SA Equity General Category Average

FTSE/JSE Africa All Share (Total Return)

FG IP International Flexbile FoF

Foreign - Multi Asset - Flexible Average

Benchmark

5,44%

4,71%

3,49%

3,27%

2,93%

2,33%

2,62%

1,38%

2,14%

2,02%

4,97%

4,32%

-5,25%

-4,56%

-4,67%

1ST QUARTILE

5,44%

4,71%

3,49%

3,27%

2,93%

2,33%

2,62%

1,38%

2,14%

2,02%

4,97%

4,32%

-5,25%

-4,56%

-4,67%

2ND QUARTILE

8,12%

7,80%

6,85%

6,61%

6,94%

8,05%

5,71%

6,37%

4,51%

0,66%

1,70%

3,83%

13,41%

14,02%

16,58%

3RD QUARTILE

7,16%

6,90%

6,18%

10,10%

8,77%

11,25%

9,85%

not started

-

11,33%

11,46%

13,03%

15,15%

15,92%

16,14%

4TH QUARTILE

7,57%

7,06%

5,90%

10,40%

9,83%

12,35%

10,75%

not started

-

12,67%

12,13%

13,81%

18,59%

18,79%

18,86%

*Data longer than 12 months are annualised

Performance and Quartile Rankings in Sector
For periods until 30 June 2016

the second quarter. Increased uncertainty over the timing for 
US rate hikes, the avoidance of a South African sovereign 
rating downgrade and confirmation of Brexit fears all 
contributed to the volatility.  These moves were also reflected 
in Neptune’s performance over the quarter as the positive 
performance over the first half of the quarter was somewhat 
offset in the second half.  

A new global equity fund, the Investec Global Franchise fund, 
was introduced mid quarter with the intention to increase the 
overall equity allocation on Neptune which ultimately  
provides further diversification amongst the fund’s existing 
offshore exposure. 

Mercury

THE FG IP MERCURY EQUITY FUND OF FUNDS returned 
-0.02% in the second quarter of 2016 and 0.66% during the 
past 12 months, underperforming the benchmark FTSE/JSE 
All Share Total Return Index return of 0.44% and 3.83% 
respectively over both periods.  The local equity market 
ended the quarter almost flat, reflecting little of the 
tumultuous market moves we experienced over the quarter. 
Significant gains in resources at the start of the quarter paired 
with significant rand weakness over May, supported the local 
equity market over the first half of the quarter. In June most of 
this positive performance was reversed through rand 
strength and the conclusion of Brexit.  

Over the second quarter, resources were the best performing 
sector, retuning 5.87%, while the financial sector 
performance lagged with -5.47%. Mercury’s relative 
performance over the quarter lagged as a result of its higher 
allocation to global funds and lower relative allocation to 
resources. We continued with the reallocation which was 
initiated last quarter by increasing the exposure in the new 
fund, Fairtree Equity, from the existing Foord Equity fund. 

International

THE FG IP INTERNATIONAL FLEXIBLE FOF returned 0.16% 
in the second quarter of 2016 and 13.41% over the past 12 
months, outperforming the benchmark return of -0.12% over 
the quarter, while underperforming the 12-month benchmark 
return of 14.02%. Global financial markets got off to a 
positive start at the beginning of the quarter as extended 
accommodative policy from the US Federal Reserve together 
with the encouraging effects of the Chinese stimulus 
supported the positive market sentiment. Weak US 
employment data at the start of June together with the 
uncertainty surrounding the UK’s vote to leave the EU 
weighed on markets into quarter end. 

Overall, the global equity market’s stronger performance in 
April supported the fund’s performance over the rest of the 
quarter. There were no significant changes made to the fund 
over the quarter.
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MEMBERS OF THE FIRSTGLOBAL GROUP

The FIRSTGLOBAL newsletter is published for the information of clients and is not to be taken as constituting advice or recommendations in relation 
to investments held by clients. Whilst every effort has been made to ensure accuracy of the information provided in this document, no responsibility 
will be accepted for action taken in reliance on it. For further information on any of the above subjects, please contact your FIRSTGLOBAL advisor.

JOHANNESBURG:
 
Bear Vision Investment Services (Pty) Ltd
Klaas Venter:  klaasv@global.co.za
Reinette Venter:  bearvision@global.co.za
Tel:   011 431 1201
 
FIRSTGLOBAL Investment Counsel (Pty) Ltd
Hennie Fourie:       henniefourie@firstglobal-ic.co.za
Tel:   011 782 1200
 
Finleks (Pty) Ltd
Jacques du Plessis: jaduplessis@global.co.za
Tel:   011 552 7345
 
FIRSTGLOBAL Capital (Pty) Ltd
Ernst Beukes:  elb@firstglobalcapital.co.za
Jaco Louw:  jlouw@firstglobalcapital.co.za
Riaan Kemp:  Riaan@firstglobalcapital.co.za
Tel:   011 476 0676

DURBAN:
 
Borland Financial Services Group (Pty) Ltd
Mike Borland:  mborland@bbfs.co.za
Sarah Drake:  sdrake@bbfs.co.za
Tammy Loots:  tloots@bbfs.co.za
Dee Sunny: dsunny@bbfs.co.za
Tel:   031 202 9113
 
Harcourt Martens & Associates (Pty) Ltd
Sandy Aitken:  sandy@hma.co.za
Tel:   082 576 2371

PRETORIA:
 
FIRSTGLOBAL Capital (Pty) Ltd
John Swart:  jrs@firstglobalcapital.co.za
Jan Labuschagne: jhl@firstglobalcapital.co.za
Kobus Venter: kventer@firstglobalcapital.co.za
Tel:   012 460 5007

CAPE TOWN:
 
FIRSTGLOBAL Wealth Management (Pty) Ltd 
Jacques Hattingh:     jacques@firstglobal.co.za
PG Engelbrecht:     pg@firstglobal.co.za
Wayne Liebenberg:     wayne@firstglobal.co.za
Tel:      021 914 8701

RICHARDS BAY:
 
Harcourt Martens & Associates (Pty) Ltd
Mike Harcourt:     mharcourt@hma.co.za
Louwrens Badenhorst:  louwrens@hma.co.za
Francois Marais:     francois@hma.co.za
Tel:      035 789 8525

All of our members are licensed
Financial Services Providers (FSPs)

Collective Investment Schemes are generally medium to long term invest-
ments. The value of participatory interests or the investment may go down as 
well as up. Past performance is not necessarily a guide to future perfor-
mance. Collective investment schemes are traded at ruling prices and can 
engage in borrowing and scrip lending. A schedule of fees and charges and 
maximum commissions is available on request from the manager. The 
Manager does not provided any guarantee either with respect to the capital 
or the return of a portfolio. Fund of funds and feeder funds invest in portfolios 
of other Collective Investment Schemes that levy their own charges, which 
could result in a higher fee structure for the fund of funds. The Manager 
retains full legal responsibility for the Fund, regardless of Co-Naming arrange-
ments. Transaction cutoff time is 14:30 daily. Each portfolio may be closed for 
new investments. Valuation time is 15:00 (17h00 at quarter end) and 20:00 

for fund of funds and certain funds with significant investments in CIS. Prices 
are published daily and available newspapers countrywide, as well as on 
request from the Manager. IP Management Company (RF) Pty Ltd is the 
authorised Manager of the Scheme – contact 021 6711650 or 
clientservices@ipmc.co.za. Standard Bank is the trustee / custodian – 
contact compliance-IP@standardbank.co.za. Additional information including 
application forms, the annual report of the Manager and detailed holdings of 
the portfolio as at the last quarter end are available, free of charge, from 
clientservices@ipmc.co.za. IP Management Company is a member of ASISA. 
Financial Advisor fees as agreed between the Investor and the Advisor may 
apply and payment to the Advisor will be facilitated on behalf of the Investor. 
A statement of changes in the composition of the portfolio during the report-
ing period is available on request. 

Asset Allocation as at 31 May 2016

Local Property Local BondsFund Local CashLocal Equity Foreign

FG IP Jupiter Income FoF
FG IP Venus Cautious FoF
FG IP Saturn Flexible FoF
FG IP Neptune Growth FoF
FG IP Mercury Equity FoF
FG IP International Flexbile FoF

3%
9%
6%
7%
2%
0%

0%
16%
38%
34%
79%
0%

34%
18%
13%
6%
0%
0%

54%
35%
19%
34%
6%
5%

9%
22%
23%
20%
13%
95%

Quarterly Performance of General Indices

3Q 2015Index Asset Class 4Q 2015 1Q 2016 2Q 2016 Year to 
date 2016*

STEFI Composite Index 
Beassa ALBI Total Return
FTSE/JSE SA Listed Property (Total Return)
FTSE/JSE Africa All Share (Total Return)
JP Morgan World Govt Bond index (USD)
EPRA/NAREIT Global Index (USD)
MSCI AC World (USD)
US Dollar/South African Rand (+ weaker, - stronger)

Local Cash
Local Bonds
Local Property
Local shares
Global Bonds
Global Property
Global Shares
Exchange Rate

1,60%
1,11%
6,24%

-2,13%
2,03%

-2,25%
-9,88%
13,92%

1,62%
-6,43%
-4,66%
1,68%

-1,15%
3,48%
4,64%

11,93%

1,68%
6,55%

10,10%
3,87%
6,74%
4,59%

-0,28%
-4,97%

1,78%
4,40%

-0,43%
0,44%
3,60%
2,60%
0,26%

-0,34%

3,49%
11,24%

9,62%
4,32%

10,58%
7,30%

-0,02%
-5,30%

*Return untill 30 June 2016


