
The first was a shock in the form of the widely-publicised Steinhoff 
debacle; for years the darling share on the JSE – and one which was 
widely held by institutional and private investors alike – fell from grace 
in spectacular fashion, destroying more than R200 billion in investors’ 
capital. 

FIRSTGLOBAL’s South African portfolios had limited exposure of between 
1.5% and 2.5% to Steinhoff, but a decline was nonetheless unavoidable. 

Two weeks later, however, spirits were raised by the welcome victory of  
Cyril Ramaphosa as the new leader of the Governing ANC party. This 
has heralded a significant change in South Africa’s political direction, 
and bringing with it fresh hope of eradicating corruption by replacing a 
number of incompetent ministers, taking the necessary steps to improve 
the management of State Owned Enterprises, and ultimately spurring 
much-needed economic growth. 

As expected, Mr Ramaphosa’s victory drove the rand to its strongest 
level against the USD since July 2015. This move, albeit good for 
the economy as a whole, weighed in against the value of offshore 
investments. However this was partly mitigated by a rally in SA company 
stocks and a strong global market rally towards year end.

South African investors may have experienced the December events 
as bitter-sweet thanks to the double whammy of exposure to Steinhoff 
stocks as well as from the rand strengthening (effectively reducing the 
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2017 played out with two 
dramatic market events 
taking centre stage.

rand value of offshore investments and rand-hedged stocks) but sweet 
with the advent of the new ANC leadership and the promise it holds for 
the future of SA and wellbeing of its citizens.

The first article in this edition of GLOBAL BRIEF delves deeper into 
these events which we feel warrants attention in view of it significance. 
Our Chief Investment Officer writes about the importance of time in the 
market and lastly, we include a very relevant view on Trusts as a tax 
planning vehicle which begs the question: to what extent are they still 
sensible following recent changes in tax legislation?

We are excited about 2018 for a number of reasons. Top of this list is the 
exceptional value currently offered by our very own local market as well 
as new growth opportunities, particularly in Europe, Japan and certain 
emerging markets, combined with a strong rand affording yet another 
great opportunity to take money offshore. 

The world is certainly in a better place than a year ago and we look 
forward to enjoying this journey with you every step of the way.

Best wishes to all of our readers!



Unprecedented triumphs 
and one ignominious 
failure.
The end of the fourth quarter of 2017 brought a number of unknowns to 
the fore, leading to some sharp share price dislocations. While we knew 
about the precarious financial position of state-owned enterprises, we 
did not know that it would be Steinhoff International that would make the 
ignominious headline as possibly one of the largest collapses in the history 
of corporate South Africa. We also knew that South Africa’s credit rating 
was on a knife edge but did not know that Moody’s would decide on a 
stay of execution. And finally, we have become accustomed to expect the 
unexpected when it came to global political events. And yet, it still came 
as a surprise that one of the longest serving African presidents, Robert 
Mugabe, was deposed in a bloodless coup and Cyril Ramaphosa was 
chosen to lead the ANC, 17 years after standing next to Nelson Mandela 
on the balcony of the Cape Town City Hall. 

As long-term investors, we always position client portfolios for the long 
term but markets will always be prone to over- and under-shooting. In this 
commentary we discuss the shockwaves that impacted markets at the end 
of 2017. 

Steinhoff: An analysis of corporate failure
December saw the Steinhoff International share price collapse as auditors 
held back on signing off its financial statements and its CEO abruptly 
departed. This could well be one of the worst cases of value destruction 
that corporate South Africa has witnessed as the market value of Steinhoff 
International, a global company ranking second in Europe in the household 
goods sector to IKEA, with over 130 000 employees, dwindled from  
R242 billion to R20 billion in a matter of days. 

Anatomy of the fall
The Steinhoff share price collapse was precipitated by the deferral of the 
publication of annual financial results and the sudden resignation of CEO 
Markus Jooste on 4 December. His position was filled for a couple of weeks 
by the company’s chairman, Christo Wiese, who also subsequently stepped 
down fuelling further negative speculation. Scant details were provided by 
the company, which led to an information vacuum with the share price 
collapsing from R43 to R20 within a day. To make matters worse, a little 
known US hedge fund, Viceroy, released a report to the public the day of 
the collapse making claims of a number of irregularities it had uncovered. 
While the published document makes damning claims, the report does not 
provide sources for the information, which may well have been released 
by a company insider, and we have found it hard to verify these claims. 
Instead, we did an internal review of information that is in the public domain 
and our analysis of some of the more contentious issues is as follows:

• There have been question marks about the validity of investment
participation loans, which are intercompany loans to the tune of
R18bn provided by Steinhoff to subsidiaries, third parties and some
group companies. These loans are meant to be done at arm’s length
and carry market related interest rates of approximately 7% pa. The

key issue is whether these loans were being serviced and revenue 
should be recognised as part of the earnings. Already, we have seen 
two key related companies, Steinhoff Retail Africa and Mattress Firm 
(US) refinance these loans with banks in order to create an external 
source of funding and reduce reliance on intercompany loans. As a 
matter of perspective, these loans amounted to 6% of assets in 2012 
but subsequently declined, which suggest that they were being used 
in the course of business.

• The group has been paying a low tax rate of under 15% p.a. in
Europe due to using low tax jurisdictions and being able to offset
assessed losses from acquisitions. The company disclosed in its
financials that there was always a risk that authorities could attack
their tax structures but maintained that they were of the opinion that
these structures were sound.

• Various commentators have also pointed to the lack of cash flow
generation by the group as a canary in the coal mine. This is, however, 
not borne out by the data with the operating cash flow conversion
ratio over the past decade (based on published data) being on
average close to 100%, excluding a dip during the Great Financial
Crisis. However, cash generated did not accrue to shareholders but
was utilised for property purchases, providing loans and facilitating
mergers and acquisitions.

• The group may have suffered acquisition indigestion after acquiring
Pepkor from Christo Wiese in 2015 for R60bn – an acquisition done at 
high teen multiples. Returns for the group have come under pressure
as the group had yet to extract synergies from vertical integration and
the benefits of scale. Segmental disclosure due to frequent acquisitions 
since listing in Frankfurt has been difficult to disentangle and return on
invested capital has dropped to single digit levels. Hence, it could be
that some of the acquired businesses have performed poorly but that
this was not apparent in the consolidated financials.

• The Viceroy report purported that off balance sheet structures
were used to syphon off funds and hide liabilities in off-balance sheet
structures offshore. This would be reminiscent of an Enron–type
scenario where management engaged in fraudulent activity. The
difference with Enron is that Steinhoff International is a business with
considerable footprint, which we have visited in the past. It would be
difficult to fathom what management would have sought to achieve
by doing so but until the auditors have come back with their revised
financials for the past three or four years, most explanations remain
speculative.

The way forward
Steinhoff International is presently caught in an information vacuum. There 
have been no pronouncements as to what was inflated or omitted from 
the past financial statements and we will have to await the release of new 
information to know the full extent of over- or understatements of the 
accounts. In addition, the company is now caught up in a liquidity squeeze 
with funders unlikely to roll further funding and credit agencies having 
downgraded the company’s rating to sub investment grade. Finally, various 
directors such as billionaire Christo Wiese and former CEO Markus Jooste 
had borrowed debt against the security of Steinhoff shares and the collapse 
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of the share price has led to margin calls, which have triggered further 
selling as covenants were breached and lenders took hold of the collateral, 
exacerbating the share price decline.

Our view is that the group will have to be restructured, broken up and its 
structure simplified. New management will have to be brought on board 
in order to regain investor confidence and those guilty of wrong doing will 
have to be held responsible legally with the commensurate punishment. 
Until then, the stock is likely to remain highly speculative and a value 
trap. 

ANC Elective Conference
As soon as the credit downgrade event was out of the way, markets started 
focusing on the ANC policy conference. Given the spectacular failure of polls 
to predict political outcome globally over the past few years, the leadership 
race threatened to be another embarrassment for the pundits. Early on, 
it appeared that market participants favoured the more market–friendly  
Cyril Ramaphosa and the rand and domestic stocks strengthened slightly 
ahead of the policy conference. And that trend accelerated when indication 
of a Ramaphosa win emerged, with domestic financials experiencing a 
10% rally in December with the rand being one of the strongest currencies 
in December, gaining over 10% against the greenback.

The announcement of free tertiary education for the poor will have  
long-term benefits, but details of the funding model for R12bn per annum 
needed and conditions attached to such a project to ensure that deserving 
students gain access to further education, while maintaining the quality 
of outcomes, remain key. Last year there were some 150 000 applicants 
for 100 000 tertiary places, showing the chronic undersupply of available 
capacity. In addition, it is key that skills that are scarce and are needed to 
boost economic growth get prioritised. There was also a declaration on 
redistribution of land without compensation. Again, a dovish view is that our 
constitution already makes provision for such a pronouncement. 

Conclusion
Last year, the risks linked to Fed tapering and a China hard landing 
informed a lot of the cautious views on global equities. Cheap money 
found its way into alternative assets with cryptocurrencies being 
all the rage. This year the risk of a China hard landing appears to 
have abated but there are continued concerns about the path of the 
US economy and future Fed Reserve actions. Last year emerging 
markets benefitted from a buoyant global growth environment but 
valuations have now normalised. 

A year ago, there was general apathy towards SA equities and the 
focus on political and economic downside risks in South Africa meant 
that many investors sat on the side-lines, which teed up the strong 
relief rally we witnessed at the end of the year (the JSE is up 33% in 
dollars in 2017!). As contrarian investors, we are the most cautious 
when market participants become overly bullish and discount 
potential risks. In South Africa, the danger is that too much, too soon 
may be expected from the new ANC leadership, and also global risks 
from Fed tapering may now be underestimated. 

A glance at events in the final quarter of 2017 (continued)

But what remains unclear is how the Top Six of the National Executive of 
the ANC will operate given that they were drawn equally from the two rival 
factions. Therefore, while markets have discounted a view that economic 
policy will become more market friendly, corruption will be halted and a 
credit downgrade postponed, there is still a lot of water to flow under the 
proverbial bridge. There is no doubt that the business experience of the new 
ANC president will bring in more rationality to some of the policy debate but 
we believe that the minister of finance will find it tough to meet expectations 
of ‘radical economic transformation’ while striking a conservative tone and 
finding R40bn of expenditure cuts/tax hikes to satisfy the rating agencies 
come March.
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Albert Einstein, the theoretical physicist, is best known for discovering the 
Law of Relativity, but he made some clever remarks about investments as 
well.

Einstein’s theory of Relativity is generally credited with developing the 
concept of time as the fourth dimension of the universe. Time is an equally 
useful concept in the world of investment rewards. We easily speak of 
the value of long-term investing and the importance of time but most of 
us clearly invest for the short term. We say kind words about long-term 
investors, but who comes to mind after Warren Buffett? 

There’s an urban legend that Albert Einstein once said compounding 
[interest] is the most powerful force in the universe. 

Whether or not he really said it, that line should become every investor’s 
motto. The powerful link between time and reward is often described as 
the ‘magic of compounding’. The longer the time horizon of an investment, 
the greater the power of compounding investment returns. Richard Russel, 
a well-known American investment analyst, described compounding as the 
‘safe and sure road to riches and anyone can do it’.

For a long-term investor, the relative importance of earnings and dividends 
received is overwhelming. However, for a short term investor (speculator), 
everything depends on the month-to month changes in investor psychology 
and what other people are willing to pay for stocks.

Like the weather, the long-term experience in investing is never surprising. 

Understanding the power of compound returns versus the effect of poor 
returns is an important aspect of understanding of what investments are 
really about.

This compounding process (earn interest both on capital and interest) repeats 
itself every year. Let’s assume the stock market generates a total return of 
8% per annum over 50 years. An initial investment of R10 000 will grow to  
 469 000. This is a remarkable illustration of compounding returns. Also 
known as the snowball effect.

In the investment world where returns are concerned, time is your friend. 
Investors should ignore the short-term noise of the emotions reflected in our 
economic environment and focus on the productive long-term economics 
of the corporate businesses.

One can even accelerate the snowball effect by investing in the stocks 
of global companies, which offer dividend yields of up to 5% per annum. 
Dividends are very important in today’s turbulent economy where growth is 
much harder to come by.

Stuart Reeve, head of Black Rock’s global income team says that over the 
long-term the compounding effect of yield and dividend growth will account 
for more than 90% of your total investment return. An investor who started 
with a R100 000 portfolio 45 years ago would now be receiving a total 
annual dividend income of R35 000. That is more than one third of their 
original investment....every year.

Einstein was not the only genius to appreciate this. John D Rockefeller 
said: ‘The only thing that gives me pleasure is to see my dividends 
coming in’.
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Trusts have long been seen as the cornerstone of estate planning. However, 

changes over the last decade such as increased longevity and legislative 

changes, which have impacted tax considerations, means that trusts may 

no longer be a good financial decision for many people. 

Glacier by Sanlam also recently discovered the added role played by 

longevity. It is a well-established fact that the majority of South Africans who 

reach retirement have not made adequate provision for their retirement. 

Thanks to the growing trend of longevity, our financial planning problem 

is living, not dying. People see trusts as the silver-bullet of estate planning 

but the truth is that only a handful of people will truly benefit from setting 

up a trust.

Changing environment
The average household dynamic and life expectancy of a few decades ago 

is very different to the situation that we have today. In the past, the man of 

the household would often join a company for life and when he retired, he 

would receive a pension fund from the company. With a stay-at-home wife 

and a few kids, a husband would perhaps see it as a wise financial decision 

to set up a trust for his wife, who would probably outlive him by at least a 

decade or so.

In this case, protecting wealth made more sense, but people of today are 

living much longer and the money that they have saved has to go a lot 

further. Instead of considering your 20-year-old children who still need to 

study and start a family, many people live well into their 70s, 80s and even 

90s. By the time they pass away, their children are often well into their 40s 

and able to support themselves.

Instead of being primarily focused on the amount of wealth that their 

children will inherit, the average middle-class person should be much more 

concerned with issues such as whether their wealth will be able to support 

them until they die. There are instances where people have accumulated an 

enormous amount of wealth over their lifetime and need to preserve it for 

future generations, but most people don’t have this problem.

If your estate is big enough, then you could still benefit from having a trust, 

but this only constitutes a small portion of the South African population. The 

reason why the rest of the population should think twice before establishing 

a trust is because with recent law changes the use of a trust may actually 

increase your tax liability.

Changing tax law considerations
While previously there were options available to avoid being taxed heavily, 

the laws regarding estate duty and tax have changed significantly over the 

past decade, and some of the standard estate planning principals are no 

longer relevant. More recent tax law amendments, such as Section 7C of 

the Income Tax Act, are already making the estate planning aspects of 

financial planning more challenging.

Effective March 2017, Section 7C of the Income Tax Act has zoned in on 

the loans created to facilitate the transfer of assets to the trust, bringing 

an additional tax liability. The act states that in the absence of charging 

interest on loans to trusts (including foreign trusts), at a rate at least equal 

to the "official rate of interest", individuals will be subject to donations tax. 

Previously, financial planners could advise clients to transfer their assets 

to a trust by way of an interest-free loan. The loan to the trust would then 

be written-off over their lifetimes at an amount of R100 000 per year, the 

threshold below which donations are exempt from donations tax.

This arrangement avoided donations tax, in addition to serving as a shield 

against estate duty and capital gains tax on the trust assets, upon the 

individual's death. However, the Davis Tax Committee took a dim view on 

these arrangements to avoid or defer taxes on wealth. Going forward, we 

can expect tax authorities to close more loopholes and increase further the 

contribution of taxes on wealth.

However, it is important to note that a trust is not only used for tax planning 

purposes, as the trust could still be an effective way to protect your assets.

What to consider when setting up a trust
If you currently have assets in a trust, you need to ask your financial advisor 

some critical questions: is there real value in having a trust and should a 

restructuring of the trust be considered to derive more benefit from it?

Having a trust just because it’s something that made financial sense in the 

past doesn’t mean that it’s a good idea for you today. There are a lot of 

repercussions involved in setting up a trust, including the cost incurred to 

set it up and manage it. Understanding how big your estate is really going 

to be when you pass away and how exactly you and your beneficiaries will 

benefit from the trust, is your first step in the right direction. For the average 

citizen, however, focusing on a good retirement plan may be much more 

important than focussing on having a trust.

Are trusts still an effective estate planning tool?
By David Thomson, Senior Legal Adviser at Sanlam Personal Finance: Fiduciary Srvices
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As if the first eleven months of 2017 were not eventful enough, the Steinhoff debacle was the proverbial cherry on the tumultuous cake for 2017. The 
scandal surrounding accounting irregularities sent shockwaves through the market at a time when the majority of people were tying up their last few loose ends 
before going on holiday. The ripple effects were felt far and wide, from negatively affecting South Africa’s highly regarded corporate governance and management 
expertise, to ultimately hurting investors including the ordinary man on the street. To put it into perspective, Steinhoff traded at a high of R97 in March 2016 but 
ended 2017 at R4,65 – ultimately losing 93.5% of its value in less than two years.

Due to fact that the company was a top ten company on the JSE in terms of market cap and widely held by most fund managers, FGAM funds’ performance 
too came under pressure, specifically the equity funds. In addition to the performance figures supplied in the rest of the report, the Steinhoff exposure in the 
FGAM fund range (before and after the decline in the share price) – along with the performance during that week – are indicated in the table below:

It was, however, not all doom and gloom in December. Cyril Ramaphosa managed a narrow victory over his opponent at the ANC’s 54th National Elective 
Conference, following a fierce and highly polarised contest in a factionalised organisation. The rand has strengthened considerably since then, and ended 
December ten percent stronger against the US dollar. It is undeniable that Mr Ramaphosa’s victory is a huge step in the right direction towards the fight against 
corruption and state capture, but with half of the National Executive Committee being Zuma allies, political analysts suggest that he will struggle to implement 
the policies needed to revive the ailing South African economy.

Other market moves during the fourth quarter included Minister Malusi Gigaba’s disappointing Medium Term Budget Policy Statement in October. The result 
was a sharp depreciation of the rand but a strong month for the local equity market thanks to its big offshore earnings component. It is quite remarkable to note 
that the rand reached its weakest level against the USD in October, and only two months later strengthened to levels last seen in 2015 – indicative of the 
rand’s volatility on how difficult it is to make short-term decisions based on currency predictions. 

During the quarter, Standard and Poor’s downgraded SA’s local currency credit rating to sub-investment grade, and our foreign currency rating a further 
notch to  sub-investment grade with a stable outlook. Moody’s retained their rating at investment grade (for now) but placed it on review for a downgrade, to 
be resolved or changed after the 2018 budget speech.

In October, Mario Draghi announced that the European Central Bank would buy fewer bonds per month but would extend its purchases to September 
2018 (and perhaps even longer). The announcement did not precipitate a “taper-tantrum” as some had feared, boosting European bonds and stocks. 
During the same month, Trump also announced that Jerome “Jay” Powel would take over the reins from Janet Yellen as the next Federal Reserve Chair. 
The Federal Open Market Committee raised the US federal funds rate by 25 basis points in December, with the target range now 1.25-1.50%. Trump’s new 
tax reform plan was approved by the Republicans late last month, marking his first big legislative win of his presidency. 

In hindsight, there were many potential catalysts that could have sparked a market sell-off in 2017, ranging from populists winning elections in France, the 
Netherlands and Germany, to someone pressing the nuclear button that rests on their desks. But, the world managed to avoid the aforementioned and global 
markets continued to reach new all-time highs throughout the year. It was a great year for emerging markets and technology shares in particular, with the 
NASDAQ outperforming both the S&P 500 and the Dow Jones Industrial Index.

Fund SNH Exposure -30/11/2017 SNH Exposure - 06/12/2017 Fund Return -4-8 Dec 2017

FG IP Jupiter 1.69% 1.48% -0.17%
FG IP Venus 1.83% 0.87% -1.36%
FG IP Saturn 1.58% 0.95% -2.14%
FG IP Neptune 1.21% 0.46% -2.08%
FG IP Mercury 2.48% 0.81% -3.39%

Table 1: Steinhoff Exposure and impact on FGAM fund of funds



6 MONTHS YTD 1 YEAR 3 YEARS* 5 YEARS* SINCE INCEP.

FG IP Jupiter Income FoF 3.57% 7.82% 7.82% 7.78% 7.17% 8.04%
STEFI Composite Index 3.68% 7.54% 7.54% 7.13% 6.50% 7.33%
SA Multi Asset Income Category Average 3.56% 7.54% 7.54% 7.43% 6.75% 7.86%

1st Quartile 2nd Quartile 3rd Quartile 4th Quartile
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Source: MoneyMate, performance for A class shares | Annualised returns are period returns re-scaled to a period of 1 year

LOCAL EQUITY LOCAL PROPERTY LOCAL BONDS LOCAL CASH FOREIGN

FG IP Jupiter Income FoF 0% 5% 30% 59% 6%

Nedgroup Investments Flexible Income Fund Prescient Income Provider Fund

Cadiz Absolute Yield ABIL Retention Fund Prudential Enhanced Income Fund

Coronation Strategic Income Fund SIM Active Income Fund

FUND BENCHMARK

Highest 12-month performance 11.61% 11.77%
Lowest 12-month performance 4.78% 5.17%

% positive months 92.57% 100.00%

Performance and Quartile Ranking in Sector | Launch date 15 August 2005

Asset Allocation | as at 31 December 2017

Underlying Funds

Performance Statistics

The FG IP Jupiter Income Fund of Funds returned +1.32% in the fourth quarter of 2017 and +7.82% over the past 12 months, underperforming 
the quarterly but outperforming the annual return of the benchmark Alexander Forbes Short Term Fixed Income Index return of +1.76% and 7.54% 
respectively. The Coronation Strategic Income fund made the most positive contribution to performance over the quarter, returning +2.06% overall. There 
were no changes made to the fund over the past quarter.

FG IP JUPITER INCOME 
FUND OF FUNDS

FOR PERIODS UNTIL 31 DECEMBER 2017



6 MONTHS YTD 1 YEAR 3 YEARS* 5 YEARS* SINCE INCEP.

FG IP Venus Cautious FoF 4.52% 9.02% 9.02% 7.65% 9.10% 9.21%
SA Multi Asset Low Equity  
Category Average 4.91% 7.92% 7.92% 6.33% 7.84% 7.89%

1st Quartile 2nd Quartile 3rd Quartile 4th Quartile
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Source: MoneyMate, performance for A class shares | Annualised returns are period returns re-scaled to a period of 1 year

LOCAL EQUITY LOCAL PROPERTY LOCAL BONDS LOCAL CASH FOREIGN

FG IP Venus Cautious FoF 16% 9% 14% 42% 19%

36ONE BCI Equity Fund Old Mutual Global Equity Fund

ABSA Property Equity Prescient Income Provider Fund

Coronation Optimum Growth Fund Prudential Enhanced Income Fund

Coronation Strategic Income Fund Saffron SCI Opportunity Income Fund
Investec Diversified Income Fund SIM Active Income Fund 
Nedgroup Investments Entrepreneur Fund Cadiz Absolute Yield ABIL Retention Fund
Nedgroup Investments Opportunity Fund
Nedgroup Investments Property Fund

FUND BENCHMARK

Highest 12-month performance 15.12% 16.56%
Lowest 12-month performance -1.41% -2.82%

% positive months 73.02% 73.02%

Performance and Quartile Ranking in Sector | Launch date 2 July 2007

Asset Allocation | as at 31 December 2017

Underlying Funds

Performance Statistics

The FG IP Venus Cautious Fund of Funds returned +0.47% in the fourth quarter of 2017 and +9.02% over the past 12 months, underperforming the 
benchmark peer group average quarterly return of +1.39%, but outperforming the 12-month return of +7.92%. Underlying funds with local property exposure 
contributed most to performance. More specifically, the ABSA Property Equity fund was the best performing underlying fund, returning +7.21% over the 
quarter. A marginal adjustment to the strategic weights of the Prudential Enhanced Income, Investec Diversified Income, SIM Active Income and Saffron 
Opportunity Income fund was made with the aim to closer realign FG IP Venus Cautious FoF’s fixed income allocation to that of FG IP Jupiter Income FoF. 
In addition, fund positions were consolidated within the property fund allocation through switching the position in the Nedgroup Property fund into that of 
the ABSA Property Equity fund.

FG IP VENUS CAUTIOUS 
FUND OF FUNDS

FOR PERIODS UNTIL 31 DECEMBER 2017
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6 MONTHS YTD 1 YEAR 3 YEARS* 5 YEARS* SINCE INCEP.

FG IP Saturn Flexible FoF 4.41% 7.90% 7.90% 6.66% 9.27% 11.12%
SA Multi Asset Medium Equity 
Category Average 6.45% 9.21% 9.21% 6.03% 8.49% 9.45%

1st Quartile 2nd Quartile 3rd Quartile 4th Quartile
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Source: MoneyMate, performance for A class shares | Annualised returns are period returns re-scaled to a period of 1 year

LOCAL EQUITY LOCAL PROPERTY LOCAL BONDS LOCAL CASH FOREIGN

FG IP Saturn Flexible FoF 39% 5% 13% 20% 23%

36ONE BCI Flexible Opportunity Fund Nedgroup Investments Opportunity Fund Rezco Value Trend Fund

Coronation Market Plus Fund Matrix Defensive Balanced Fund SIM Inflation Plus Fund

Investec Opportunity Fund PSG Flexible Fund Truffle SCI Flexible Fund

FUND BENCHMARK

Highest 12-month performance 31.40% 26.41%
Lowest 12-month performance -18.22% -15.68%

% positive months 70.27% 67.57%

Performance and Quartile Ranking in Sector | Launch date 15 August 2005

Asset Allocation | as at 31 December 2017

Underlying Funds

Performance Statistics

The FG IP Saturn Flexible Fund of Funds returned +0.55% over the fourth quarter of 2017 and +7.90% over the past 12 months, underperforming the 
benchmark peer group average quarterly return of +1.76% and 12-month return of +9.21%. The PSG Flexible fund and the 36ONE BCI Flexible Opportunity 
fund contributed the most to performance over the quarter, returning +5.13% and +3.07% respectively. The Nedgroup Investments Opportunity fund made 
a significant negative contribution over the quarter, detracting -0.44% of Saturn’s performance over the quarter due to its shareholding in Steinhoff. Over the 
quarter we switched the position in the Visio Actinio Fund to the PSG Flexible Fund, with the aim to reduce risk on the portfolio and introduce an allocation to 
a more value style focussed fund. Additionally, a reallocation from the Coronation Market Plus and Investec Opportunity funds, into Matrix Defensive Balanced 
fund was made. The intention is to reduce the outright allocation to these funds and to increase the bond capabilities within the FG IP Saturn Flexible FoF.

FG IP SATURN FLEXIBLE 
FUND OF FUNDS

FOR PERIODS UNTIL 31 DECEMBER 2017



6 MONTHS YTD 1 YEAR 3 YEARS* 5 YEARS* SINCE INCEP.

FG IP Neptune Growth FoF 8.65% 11.14% 11.14% 7.19% N/A 7.03%

SA Multi Asset High Equity  
Category Average 7.11% 9.62% 9.62% 6.13% N/A 5.92%

1st Quartile 2nd Quartile 3rd Quartile 4th Quartile
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Source: MoneyMate, performance for A class shares | Annualised returns are period returns re-scaled to a period of 1 year

LOCAL EQUITY LOCAL PROPERTY LOCAL BONDS LOCAL CASH FOREIGN

FG IP Neptune Growth FoF 46% 6% 6% 18% 24%

FUND BENCHMARK

Highest 12-month performance 14.27% 12.31%
Lowest 12-month performance 0.30% -0.62%

% positive months 67.50% 62.50%

Performance and Quartile Ranking in Sector | Launch date 1 September 2014

Asset Allocation | as at 31 December 2017

Underlying Funds

Performance Statistics

The FG IP Neptune Growth Fund of Funds returned +2.94% over the fourth quarter of 2017 and +11.14% over the past 12 months, outperforming the 
benchmark peer group average quarterly return of +2.08% and 12-month return of +9.62%. The Fairtree Prescient Equity fund and the ABSA Property Equity 
Fund were the funds best performing funds over the quarter, returning +9.53% and 7.27% respectively. The underlying funds with offshore exposure detracted 
from performance on the back of the significant rand appreciation following the ANC elective conference in December. There were no changes made to the 
fund over the quarter.

FG IP NEPTUNE GROWTH 
FUND OF FUNDS

FOR PERIODS UNTIL 31 DECEMBER 2017

ABSA Property Equity Fund Old Mutual Global Equity Fund

Catalyst Global Real Estate Prescient Feeder Fund Prudential Balanced Fund

Coronation Strategic Income Fund PSG Flexible Fund

Fairtree Equity Prescient Fund Rezco Value Trend Fund
Investec Equity Fund Truffle MET General Equity Fund
Laurium Flexible Prescient Fund
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LOCAL EQUITY LOCAL PROPERTY LOCAL BONDS LOCAL CASH FOREIGN

FG IP Mercury Equity FoF 80% 2% 0% 7% 11%

Performance and Quartile Ranking in Sector | Launch date 15 August 2005

Asset Allocation | as at 31 December 2017

FUND BENCHMARK

Highest 12-month performance 41.30% 48.30%
Lowest 12-month performance -31.68% -37.60%

% positive months 63.51% 62.84%

Performance Statistics

The FG IP Mercury Equity Fund of Funds returned +3.77% in the fourth quarter of 2017 and +11.27% over the past 12 months, underperforming the quarterly 
and annual return of the benchmark FTSE/JSE All Share Total Return of +7.44% and +20.95% respectively. In contrast to the previous quarter, the underlying 
global funds made the most negative contribution to performance over the quarter due to the rand strengthening roughly 9% against the US dollar over the 
quarter. The Fairtree Equity Prescient fund was the best performing underlying fund, returning +9.53% over the quarter. We entered a new position in the 
PSG Equity fund on FG IP Mercury Equity Fund in order to address its significant underweight to value styled funds. The exposure was reallocated from the 
Anchor BCI Equity fund (resulting in the disinvestment of the fund) and from the Nedgroup Investments Entrepreneur fund. We also increased the allocation 
to the Fairtree Equity Fund, reallocating from the Investec Equity Fund, 36ONE Equity Fund and Foord Equity Fund, resulting in an equal allocation to the 
aforementioned funds.

FG IP MERCURY EQUITY 
FUND OF FUNDS

FOR PERIODS UNTIL 31 DECEMBER 2017

Underlying Funds

36ONE BCI Equity Fund PSG Equity Fund

Coronation Optimum Growth Fund Nedgroup Private Wealth Core Equity Fund

Fairtree Equity Prescient Fund Nedgroup Investments Entrepreneur Fund

Foord Equity Fund Old Mutual Global Equity Fund
Gryphon All Share Tracker Fund Prudential Equity Fund
Investec Equity Fund Truffle SCI General Equity Fund

6 MONTHS YTD 1 YEAR 3 YEARS* 5 YEARS* SINCE INCEP.

FG IP Mercury Equity FoF 9.79% 11.27% 11.27% 5.50% 8.39% 11.69%
FTSE/JSE Africa All Share (Total Return) 17.01% 20.95% 20.95% 9.28% 11.93% 14.74%
SA Equity General Category Average 12.13% 12.68% 12.68% 5.76% 9.49% 12.58%

1st Quartile 2nd Quartile 3rd Quartile 4th Quartile

Source: MoneyMate, performance for A class shares | Annualised returns are period returns re-scaled to a period of 1 year

Performance and Quartile Ranking in Sector | Launch date 15 August 2005
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Performance and Quartile Ranking in Sector | Launch date 17 October 2007

GLOBAL EQUITY GLOBAL FIXED 
INCOME

GLOBAL
 CASH

GLOBAL
PROPERTY

LOCAL
CASH

FG IP International Flexible FoF 58% 10% 21% 7% 4%

Asset Allocation | as at 31 December 2017

FUND BENCHMARK

Highest 12-month performance 40.26% 34.52%
Lowest 12-month performance -16.99% -15.05%

% positive months 57.38% 59.37%

Performance Statistics

The FG IP International Flexible Fund of Funds returned -4.91% in the third quarter of 2017 and +5.09% over the past 12 months, outperforming the quarterly 
but outperforming the 12-month peer group average return of -5.11 and +5.42%. The rand’s 9% appreciation relative to the US dollar over the quarter acted 
as a headwind for the fund, resulting in the negative absolute returns over the quarter. There were no changes made to the fund over the quarter.

FG IP INTERNATIONAL 
FLEXIBLE FUND OF FUNDS

FOR PERIODS UNTIL 31 DECEMBER 2017

Underlying Funds

FGAM Global Cautious Fund

FGAM Global Growth Fund

Investec Global Strategic Managed Fund

Nedgroup Global Flexible Fund

6 MONTHS YTD 1 YEAR 3 YEARS* 5 YEARS* SINCE INCEP.

FG IP International Flexible FoF 1.02% 5.09% 5.09% 7.82% 14.12% 8.65%
Benchmark 0.96% 5.42% 5.42% 7.76% 13.51% 9.80%
Global - Multi Asset - Flexible Average 0.96% 5.42% 5.42% 7.67% 13.41% 8.16%

1st Quartile 2nd Quartile 3rd Quartile 4th Quartile

Source: MoneyMate, performance for A class shares | Annualised returns are period returns re-scaled to a period of 1 year

USD GBP EUR JPY OTHER ZAR

Currency Breakdown 55% 5% 14% 9% 13% 4%
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MARKET
PERFORMANCE

 INDEX ASSET CLASS 1Q | 2017 2Q | 2017 3Q | 2017 4Q | 2017 YTD | 2017

STEFI Composite Index Local Cash 1.84% 1.85% 1.88% 1.76% 7.54%

Beassa ALBI Total Return Local Bonds 2.49% 1.49% 3.66% 2.25% 10.24%

FTSE/JSE SA Listed Property (Total Return) Local Property 1.37% 0.91% 5.73% 8.32% 17.15%

FTSE/JSE Africa All Share (Total Return) Local shares 3.78% -0.39% 8.91% 7.44% 20.95%

JP Morgan World Govt Bond index (USD) Global Bonds 1.44% 2.59% 1.65% 0.99% 6.83%

MSCI AC World (USD) Global Shares 6.41% 3.61% 4.69% 5.37% 21.62%

USD/ZAR (+ weaker, - stronger) Exchange Rate -2.12% -2.39% 3.13% -8.74% -10.07%

*(Return until 31 DECEMBER 2017)
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DISCLOSURE: Collective Investment Schemes are generally medium to long term investments. The value of participatory interests or the investment may 
go down as well as up. Past performance is not necessarily a guide to future performance. 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 provide 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 arrangements. 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 021 673 1340 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 reporting period is available on request. The portfolio may include foreign investments and the following 
additional risks may apply: liquidity constraints when selling foreign investments and risk of non-settlement of trades; macroeconomic and political risks 
associated with the country in which the investment is made; risk of loss on foreign exchange transactions and investment valuation due to fluctuating 
exchange rates; risk of foreign tax being applicable; potential limitations on availability of market information which could affect the valuation and liquidity 
of an investment. All of these risks could affect the valuation of an investment in the fund.

DISCLAIMER: This document is for information purposes only and is not intended for the solicitation of new business. FIRSTGLOBAL Asset Management 
shall not accept any liability or responsibility of whatsoever nature and however arising in respect of any claim, damage loss or expense relating to or arising 
out of or in connection with the reliance by anyone on the contents of this document. FIRSTGLOBALAssset Management is a licenced Financial Services 
Provider FSP number 20987.
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