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Ongoing global and local issues remain unresolved 
Trade wars are spreading, with a clear impact on the economic growth 

rates of specifically China and other emerging markets. Brexit has still 

not happened. Locally, the struggle to rescue embattled state-owned 

enterprises continues, with Eskom in particular contributing to the 

current negative economic growth trend. In the meantime, the Zondo 

Commission of inquiry into state capture carries on, with little hope that 

it will lead to significant follow-through action.

Local house prices reflect the pressure 
consumers are under
The FNB House Price Index showed an average growth in house prices 

of only 3.5% over the past year. In real terms, prices have continued 

to decline in line with subdued economic activity and lower disposable 

incomes. What is very disconcerting are the reasons for house sales 

during the second quarter recorded in the survey: 13% of sales were 

due to emigration and 19% of sales were due to financial pressure. Not 

a pretty picture.

The local stock market, however, continued to 
deliver positive returns 
However, despite all the economic doom and gloom, the FTSE/JSE All 

Share Index continued its recovery, with 3% growth over the quarter. 

This brings the total return for the year to date to 12.2%. The rand, 

more surprisingly, has strengthened against the US dollar since the start 

of the year. 

The world is in a complex state.

Support for the local market and the rand mainly 
came from a change in US interest rate policy
The key macro factor that benefitted the South African stock market and 

currency in the first half of the year was the unexpected turnaround in the 

direction of US interest rates. 

While the Fed was firmly in a hiking cycle in 2017 and 2018, it now looks 

likely that they will reduce interest rates sometime in the remainder of 

the year to support the US economy, which is under threat as a result 

of the prolonged trade war. The expectation of lower interest rates in the 

US means that investors are redirecting capital to areas that offer higher 

interest rates, such as South Africa.       

Time in the market is what counts, so stay 
invested
The performance of the JSE and the rand during the year to date shows that 

there are more factors that determine investment returns than the state of 

the economy. Investors waiting on the sidelines (by sitting in cash) until the 

economy turns around, will keep losing out over time. This once again confirms 

that time in the market is more important than timing the market.

We trust you’ll find this edition interesting 
In this edition of GLOBAL BRIEF, you will find a number of interesting and 

relevant articles written by colleagues and associates that we trust you 

will find valuable.

Thank you for your continued support.

The FIRSTGLOBAL Asset Management Investment Team
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Two months can make a big difference
As at 31 December 2018, the one-year return figure for listed property was a 
depressing -25.26%. Fast forward to 28 February 2019, and this figure had 
improved to -5.20%.  

How can two months make such a big difference?  

Two things happened. Firstly, during the month of January property returned 
a whopping 9.18%.  Secondly, the one-year period up to 28 February 2019 
obviously excludes the first two months of 2018, i.e. January and February, 
during which time listed property suffered drawdowns of -9.91% and 
-9.90% respectively.

It’s important to have a long-term view and to 
avoid selling out at the wrong time
The example above does a great job of illustrating the impact of focusing on 
specific investment time horizons. By implication, it offers a stark warning to 
not get fixated on short-term performances, as they can change rapidly. Two 
people invested only two months apart can have very different experiences. 
More importantly, the example also highlights the pitfalls of selling out at the 
wrong time, realising your losses, and missing out on good subsequent returns 
that compound over the long term.

A diversified portfolio can shield you from volatile 
markets and currencies
For the one-year period ending 28 February 2019, offshore assets would have 
been the best-performing asset class, mainly assisted by a sharp depreciation of 
the rand, which lost roughly 19% of its value against the dollar. Global property 
was the best-performing asset class, returning 36.65% in rand terms, followed 
by global equities (returning 20.00%) and global bonds (returning 18.00%). 

If you had a portfolio with diversified offshore exposure during this period, it 
would have contributed to performance. More importantly, it would have 
shielded you from the negative inflationary effects of a depreciating currency.

Locally, cash outperformed inflation over the 
previous 12 months, while equities were down
Turning our attention to local assets, only cash (+7.2%) and bonds (+4.0%) 
managed to deliver positive performances over the previous 12 months − with 
only cash managing to meaningfully outperform inflation (+4.0%). Domestic 
equities were down 1.0%, while property delivered -5.0% as mentioned 
above. The outperformance of cash seems to be a recurring phenomenon. 
On closer inspection, however, this is only true over the shorter term, and is 
clearly cyclical. 

Staying invested is the best strategy
Investors are increasingly giving up and either disinvesting from equities and 
reinvesting in less risky asset classes (like cash), or opting not to invest at 
all and to rather keep their savings tucked away in the perceived safety of 
their bank accounts. This is potentially very dangerous and could lead to 
unfavourable outcomes over the longer term.

Equities outperform over the longer term
As can be seen from Figure 2, if you were invested in equities for the last 
six years (including the poor performances of 2018), you would have 
handsomely outperformed not only inflation, but also cash. The longer the 
investment period, the greater the outperformance.

GLOBAL BRIEF
Quarter 2 | 2019The importance of 

not getting distracted 
by short-term market 
movements

Adapted from an article by  
Francis Marais  
Head of Research at Glacier

Sources: Morningstar, Glacier Research

Sources: Morningstar, Glacier Research

Figure 1: Cash has outperformed equities over the shorter term only

Figure 2: Equities outperformed inflation and cash over the last six years
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Purchasing equities when they’re undervalued can 
help you realise gains
One has to remember that the prices of equities are ultimately determined by 
supply and demand and not necessarily by their true value. At times, equities 
can be overvalued by the market, pushing their prices up, and at other times 
they could be undervalued, pushing their prices down. Purchasing equities at a 
point when they’re undervalued could give you the opportunity to realise gains 
on your investment. 

It’s important to focus on the long term and 
diversify your portfolio
A few months can indeed make a big difference and getting distracted by 
focusing on short-term, static performances can be misleading. One should 
also be careful of assuming that cash will always outperform equities, as 
outperformances are usually cyclical. Also, the longer you are invested in 
equities, the higher the probability of the equities outperforming both inflation 
and cash.

It is therefore important to focus on your long-term investment objectives, 
established with the help of your financial adviser, and to have a diversified 
investment portfolio.
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The importance of not getting distracted by short-term market 
movements (continued)
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Business, government and society need to form a 
strong compact to move South Africa forward
South Africans must tackle the triple challenge of socio-economic 
inclusiveness, economic growth, and sustainability for the country to have 
any hope of a peaceful and prosperous future. This is according to Professor 
Thuli Madonsela, chief patron of the Thuli Madonsela Foundation and 
the nation’s favourite ex Public Protector. She also appealed to business, 
government and society to form a strong compact to build a functioning 
South Africa.

Madonsela was addressing a packed audience of independent financial 
advisers and other investment industry stakeholders at the sixth annual  
i3 Summit, hosted jointly by Sanlam Investments and Glacier by Sanlam at the 
Sandton Convention Centre, Johannesburg, on 13 June 2019. Madonsela, 
who was asked to assess the impact of South Africa’s new dawn on the 
investment landscape, started the debate by referring to recent socio-economic 
and socio-political developments that supported the new dawn narrative.

Developments that support South Africa’s  
new dawn 

1. The first of these developments was the ascendancy of Cyril Ramaphosa 
to the presidency, first of the ANC and subsequently the country. South 
Africa’s president is business literate, conscious of social justice, a 
former trade unionist, and among those who drafted the Constitution 
– and Madonsela believes he represents hope for a better future. She 
recalls him encouraging citizens to “work together, in honour of Nelson 
Mandela, to build a new and better South Africa for all”.

2. On the law and order front, the appointment of a new National 
Prosecuting Authority (NPA) head and ongoing improvements in both 
the pace of law enforcement and the general ‘rule of law’ environment 
have been welcomed by Madonsela: “We see an environment where 
impunity is dissolving while the sense that there are certain people who 
are above the law, who are untouchable, is disappearing.” Various civil 
society organisations are holding a watching brief to see what transpires 
when the Zondo Commission finally completes its work, but it may be 
some time before any big names face the music. 

3. Those big businesses that supported the new dawn by pledging 
to reinvest in the country are waiting patiently for a business and 
investment landscape that is conducive to growth. “We are seeing 
the emergence of policy consistency and responsiveness,” said 
Madonsela. “The president has announced that we are going to go 
ahead with land reform, that it will be a package deal, and that the 
possibility of expropriation without compensation is part of that deal, 

provided it is properly done within the Constitution.” Although business 
is not always happy with policy, policy consistency enables them to 
formulate appropriate responses to government’s position. 

Business will be integral in achieving positive 
outcomes for South Africa Inc. 
“GDP growth is an important part of a healthy investment climate and the 
decline in the first quarter of this year has certainly dampened people’s 
spirits,” said Madonsela. “But my message to you is that moving forward 
often starts with a step back, especially after a turbulent situation.” She 
challenged business leaders to join the UN Global Compact “because it is 
about business doing business in a clean way, in a manner that propels the 
rest of society and the rest of the world towards a shared prosperity, towards 
common good – as business we can seek opportunities in sustainable 
development goals”. She added that big business typically played by the 
rules of society, but that to prosper they would have to act ethically, always 
do the right thing regardless of what their competitors were doing, and focus 
on building the type society they wanted to be part of.

We need to find ways of investing that uplift poorer 
communities and advance business interests
There is a strong correlation between economic growth and a country’s 
ability to deal decisively with poverty, which is why the decision by many 
big businesses to come on board by investing in new opportunities is so 
welcome. Madonsela urged those in attendance to find ways of investing 
that both uplift poorer communities and advance business interests. “We 
must seek out the investment opportunities arising from the challenges we 
encounter in society, from the poverty we so often talk about, and within the 
communities that do not currently have businesses and services,” she said.

Confidence in an improved investment 
environment and a focus on the available 
opportunities are critical
South Africans have faced much adversity in recent years, but adversity builds 
resilience and forces us to explore areas of opportunity that we otherwise 
may not have. “The investment environment that prevails in South Africa 
today supports that there is a new dawn. Whether this new dawn translates 
into a great day depends on us building confidence and focusing on the 
opportunities that present themselves,” concluded Madonsela. She also 
offered some encouragement to those who felt powerless to influence the big 
picture: “Something I learned during my time as the Public Protector was that 
my life, my destiny, depends on what I do, regardless of the circumstances. If 
you want a particular outcome the next move is always yours.”

South African business 
urged to invest in 
business interests 
that also uplift poorer 
communities
Adapted from views expressed at the 
2019 i3 Summit, hosted jointly by Sanlam 
Investments and Glacier by Sanlam
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It is difficult to recall a time when the world has 
seen more political turmoil than the past few years 
President Donald Trump has not only declared a trade war with China and 
other economic counterparties, but he also shut down the US government 
for weeks on end because Congress wouldn’t budge on financing a wall 
along the Mexican border. Populism is on the rise across Europe as well as 
other parts of the world. Tensions persist in various parts of the Middle East, 
Africa and elsewhere – if you type ‘ongoing armed conflicts’ into Google’s 
search engine, you will find a Wikipedia page detailing no less than seven 
different wars around the world where at least 1 000 people were killed just 
in the past year (in addition to 27 other ‘minor’ conflicts, where the recorded 
deaths have numbered more than 100 over the past 12 months).

And then we have Brexit, with a new Brexit deadline for Britain to ratify the 
withdrawal agreement on 31 October, creating ongoing uncertainty.

Despite the turmoil, there are opportunities, 
contrary to popular belief 

It is therefore understandable that a lot of people will be pessimistic about the 
outlook for financial markets. But is that necessarily rational? Is there really so 
much more bad news today than ever before? How much of it may simply 
relate to the ever-increasing reach and speed of social media, leading to a 
proliferation of news and opinions being shared in real time around the globe?

While investors may be forgiven for shunning markets based on all the risk 
and uncertainty as set out above, we would encourage clients to consider 
taking the opposite view: it is at times exactly like this that one often finds the 
most profitable opportunities. 

More often than not it pays to be an optimist, even 
in the face of some of the worst adversity
We believe so strongly in this principle that we have emblazoned the following 
quote by behavioural economist and Nobel prize winner Daniel Kahneman 
onto the wall of one of our meeting rooms in London:

“Optimistic people play a disproportionate role in shaping our lives. Their 
decisions make a difference; they are inventors, entrepreneurs, political and 
military leaders – not average people. They got to where they are by seeking 
challenges and taking risks.”

We would therefore argue that clients should always look to embrace 
investment risk, not avoid it. There is of course a caveat to this, in that it 
should only ever be done within the constraint of each individual’s risk profile: 
it’s a simple fact of life that some people are more risk-averse than others, 
whether it’s a function of personality traits or circumstances.

Some thoughts about Brexit and its implications 
for investing in the UK 

While people can differ on the various political consequences of all the 
different scenarios, there can hardly be any doubt that the British economy will 
contract as a result of leaving the EU – a situation that some commentators 
refer to as ‘Remain Minus’. 

The value of the pound as measured against the US dollar fell very quickly 
from levels of around £1.45/$ just before people voted for Brexit, to as low 
as £1.20/$ in the few months after the referendum – a drop of approximately 
20%. The currency has been under pressure at various times since the 
referendum, having fallen by 14% against the euro since the vote, and it hit a 
six-month low of €1.105 last Wednesday in the wake of renewed pledges by 
Boris Johnson over pursuing a no-deal Brexit. Against the US dollar, sterling 
took even more of a battering last week, falling at one stage to below $1.24.

Contrast this with the fair value of the pound, as per the purchasing 
power parity analysis of the Organisation for Economic Co-operation and 
Development or OECD (illustrated in Figure 1), and it suggests that the level 
of the currency should be closer to £1.50/$ at this stage.

It is useful to focus on the potential upside, 
instead of the potential downside 
When people therefore ask us about what we’re doing to protect portfolios 

from (further) exchange rate risk in the event of a hard Brexit (or a ‘messy’ 

one), part of our response would be that one should not only focus on the 

downside potential, but also the possible upside. In other words, how much 

and how quickly might the pound recover if the whole process does in fact 

go relatively smoothly, assuming that cross-border business and international 

Brexit: a glass half full
Adapted from an article by 
Deon Gouws from March 2019
Chief Investment Officer at  
Credo Wealth, London 

Sources: Credo, OECD

Figure 1: Fair value of the pound against the US dollar as per the OECD 
purchasing power parity analysis
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trade will be protected, for example? To this end, it can in fact be argued 
that the currency is reflecting an asymmetric pay-off profile at present. 
(While recognising that it could of course go either way, there may therefore 
in fact be more upside than downside if any of the extreme scenarios play 
out in the coming months.)

The same might be true in respect of a number of UK-listed shares. 
Markets hate uncertainty and given all the confusion around Brexit, this has 
been reflected in the overall performance of shares in UK companies with 
a domestic focus, compared to international peers, over the past couple 
of years. 

Over the most recent two calendar years, for example (from the beginning 
of 2017 to the end of 2018), the FTSE 100 declined by some 5.7% while 
the S&P 500 gained 11.1%. This translates into a situation where an 
investor can now pick up shares in British companies at much lower ratings 
than comparable counters in other developed markets. While some of this 
may indeed be justified by a pessimistic view about how Brexit might play 
out, one can also argue that the risks have been ‘over-discounted’ and that 
once again there may be an asymmetric pay-off profile as far as likely future 
prospects are concerned.

Being responsive, diversifying and choosing 
quality assets – despite uncertainty – will always 
be rewarding 
I’m no politician, but I think one can safely assume that Donald Trump will 
continue to make contentious statements; he may in fact be re-elected as 
US president next year. Populism will probably spread even further and 
faster in the future. I don’t see any of the wars and conflicts around the 
world being resolved anytime soon. And Brexit will come, and Brexit will 
go. But one thing that is never likely to change, is that responsible investors 
who focus on building diversified portfolios of quality assets (taking care not 
to overpay for them) should always be rewarded handsomely for the risks 
that they’ve embraced in the process.

Put differently, whatever the risk, the glass remains half full.
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Brexit: a glass half full (continued)
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If you knew you would live past 100, would you live your life differently? 
This may be a tough concept to grasp, as for most of our lives, living to 80 was the upward limit for aging. But this is changing. Improved medicine and living 
conditions in many parts of the world have led scientists to believe that living past 100 years will soon become normal – that is, 100 is becoming the new 80. This 
will dramatically change how we live and particularly, how we spend our retirement years. 

If 100 is the new 80, how do we get ready to live a fulfilling life for longer?
This book offers a look at what living longer means practically and how you personally can get ready to live a longer life with your centenarian friends. You’ll find out:

• why living longer has serious consequences for pension plans; 
• how new technology will change how we view work; and 
• why you need to know the answers to the “Big Five Questions”. 

Key idea #1
Medical breakthroughs, better hygiene, better sanitation and education have helped us all live longer. 
Modern medicine has enabled the treatment of disease common to different stages of life.

• Thanks to improvements in vaccinations, general hygiene and other breakthroughs in medicine like the discovery of antibiotics, many deadly childhood 
diseases such as smallpox have been mostly eradicated.

• Many common diseases in middle age, such as cancer and cardiovascular disease, are now better understood and treated. 

• Today, science is examining the third life stage – old age. Diligent research into old-age diseases such as Alzheimer’s disease, which affect the quality and 
length of a patient’s life, shows elderly people are indeed living longer, healthier lives as well.

Key idea #2 

Rising life expectancy means standard pension schemes and old-age savings aren’t enough. 
Many people you know likely followed a straightforward, three-stage life, consisting of school, work and then a short period as a retiree. For example, people born 
between the 1940s and 1960s and who finished school around the age of 20, could, in general, expect to retire comfortably. But living longer is making it harder 
for people to fully retire, as the former three-stage social model to fund retirement years is breaking down.

Key idea #3 

Artificial intelligence is changing the nature of work, but in some areas, humans remain essential. 
Developments in artificial intelligence (AI) are certainly changing work as we know it. While intelligent machines may replace many humans in jobs soon, there 
still are tasks for which humans are essential. People can solve complex problems; we can also come up with new, innovative ideas, and it’s innovation that 
creates value. Humans also excel at tasks that involve interpersonal interaction – after all, people tend to like to interact and talk to other people. In other 
words, while computers might be able to solve mathematical equations rapidly and accurately, they can’t yet compete with people in terms of personal touch, 
perception or mobility.

The 100-year life by 
Lynda Gratton and 
Andrew Scott – a 
summary 
Adapted from a book review published 
by www.conscioused.org, an online 
resource that aims to provide ‘A 
university for life skills’

The 100-year life key ideas
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Key idea #4 

Intangible assets like health and self-knowledge are becoming increasingly important. 
Taking care of yourself may be more important than you think. With life expectancy on the rise, staying healthy is all the more essential. Interestingly, working out 
isn’t just good for addressing the issues of an aging body. Studies suggest that as we get older, lifestyle choices are responsible for 70% of our mental decline. 
This means that physical exercise can keep you in good mental shape, too. Being self-reflective is also important. Today, you mostly determine who you are – it 
is not determined by your family tree or tradition. Self-reflection is crucial in this context, as it helps you recognise your strengths, weaknesses and values, and 
determines how you see yourself and the world.

Key idea #5 

Allowing for phases of exploration is becoming more important as our life spans increase. 
Since young people today are no longer bound by the three traditional stages of schooling, work and retirement, there’s more room for exploration. Being an 
explorer can mean learning more about other countries, but it also means exploring your environment and finding your place in it. A longer life means the decisions 
you make early on can have a greater impact on the years to come. Thus, it’s essential to explore all your options, in work and life, and find the ones that are right 
for you. The best times to do this are between the ages of 18 and 30, again in your mid-40s and then again in your 70s or 80s. These are the times when natural 
life transitions occur, and are therefore fitting times for reflection.

Key idea #6 

A comfortable retirement relies on financial literacy and smart financial planning. 
Planning for retirement is complex, as it’s hard to anticipate future prices or needs. Yet there are a few tricks to help you plan a path towards a stress-free retirement.
First, you need to know what percentage of your salary will be sufficient for you to live on once you retire. To figure this out, think about what you spend money 
on now and how much you spend in total. While better understanding your finances is important, you’ll also need to increase your financial literacy. The “Big Five 
Questions” test will help you do this.

The Big Five Questions test

1. Suppose you had R100 in savings with a 2% rate of annual interest. How much money would you have after five years? 
2. Imagine your interest rate is 1% and inflation is 2%. After one year, would you be able to buy more, less, or the same amount of goods? 
3. Buying a single company’s stock is usually safer than investing in a unit trust – true or false?
4. A 15-year home loan usually requires higher monthly payments than a 30-year home loan, but the total interest over the life of the loan tends to be less − true 

or false?
5. If interest rates rise, what will happen to the price of bonds? 

Answers: 
1. Just over R110   2. Less    3. False    4. True    5. They’ll fall 

Key idea #7 

To get the most out of your life, you need to know who you are and develop plans that work for you. 
For most of history, life was short and dominated by basic struggles for food and shelter. Today, for large parts of the world, such struggles are less of an issue. 
Now many people can build a life that matches their individual values, wishes and ambitions. The modern world is pushing people to become more individualistic, 
making experimentation in daily life a crucial activity. Whether your plans deal with finances, personal knowledge or social networks, it’s essential you come up 
with a particular trajectory that fits who you are. 

The bottom line is that there are millions of things you can do with your life, and exploring different options is the only way to figure out what works for you and 
what doesn’t.

Living longer offers new opportunities for individuals, but poses challenges for society
Living longer offers new opportunities for individuals, but increasing life expectancy overall poses challenges for society. As traditional roles fall by the wayside, the 
standard life trajectory of schooling, work and retirement is less relevant, while a need for self-knowledge and experimentation is growing. 

It’s important for your wellbeing to build supportive friend networks
In contrast to your professional network, regenerative friendships support your wellbeing and vitality. You know such people in a variety of contexts, from family 
connections to spending time at the gym. Such a complexity of social situations adds depth to friendships, making them emotionally binding, and encouraging you 
to invest more time, energy and feeling into them.

GLOBAL BRIEF
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The 100-year life by Lynda Gratton and Andrew Scott – a summary 
(continued)
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MARKET COMMENTARY
Jacy Harington
Portfolio Manager I FIRSTGLOBAL Asset Management 

Market volatility has become the norm, which 
tests investors’ appetite for risk
At the start of the second quarter, local equity market’s FTSE/JSE All 
Share Index (ALSI) year-to-date returns were 7.97% and at the end of 
the quarter, they were 12.21%. These returns reveal very little about 
the actual volatility that investors had to stomach in the markets over 
the past three months. In May specifically, we saw the ALSI’s returns 
fall 9.76% over a period of 23 trading days, and then regain 9.21% in 
the subsequent 20 trading days. These significant valuation changes 
have become a more common occurrence in markets over the past  
12 months, which is testing investors’ appetite for risk.

Initial signs were positive that the US and  
China could reach a trade deal − but this  
was short-lived
April saw the steady equity gains continue from the first quarter as 
the overall market environment remained supportive. Global corporate 
earnings results for the first quarter were generally good. Global economic 
indicators were showing signs of stabilisation and were broadly in line 
with expectations. The dovish sentiment from the US Federal Reserve 
(the Fed), which was one of the key drivers behind the global equity 
market’s rebound this year, was maintained and remained supportive 
for investor confidence. Over the course of April there were also several 
encouraging reports of progress that a trade deal between the US and 
China could finally be reached. 

The conducive market environment that had prevailed up until May 
was however swiftly shattered by a couple of Sunday tweets from the  
US President, Donald Trump. The market, which at that point had 

Figure 1: Asset class returns over the second quarter of 2019 were 
highly volatile

regarded the trade differences between the US and China as being close 
to resolved, was caught off guard to discover the President’s threats to 
drastically ramp up tariff restrictions on Chinese imports. The trade war 
further escalated as the Chinese telecom giant, Huawei, was put on a 
trading blacklist by the US Commerce Department, restricting the firm 
from buying supplies or technology from the US. China retaliated with 
its own set of restrictions against the US, which included further tariff 
increases and announcing plans to restrict exports of rare earth minerals 
to the US. 

A synchronised response from major global 
central banks helped ease market fears
As concerns grew over the negative effects that the escalating trade 
war would have on global growth, the synchronised response from 
major global central banks helped to ease market fears. It was the Fed’s 
Chairman, Mr Powell’s indication that the central bank was considering 
a possible interest rate cut amid the worsening trade tensions, that 
helped stabilise the markets at the start of June. Global equity markets 
rebounded significantly from their May lows and US Treasury bond yields 
declined further from their already depressed levels. Mid-June, Mr Powell 
reaffirmed the Fed’s accommodative stance as he highlighted their 
concerns over the impact that the uncertain trading policies would have 
on the economic outlook. He strongly suggested that they would cut 
interest rates in the coming months if these concerns do not improve. 
The President of the European Central Bank (ECB), Mr Draghi, also 
commented that the ECB was worried about the current economic and 
inflationary situation and was considering providing new stimulus from 
as early as July. 

Indications that trade negotiations may be 
resumed were met with some scepticism
The market experienced further relief as President Trump and President 
Xi agreed to resume the trade negotiations at the G20 summit at the end 
of June. It is not surprising that market participants are more sceptical 
about this, as it is very similar to December’s G20 truce, which President 
Trump nullified in a matter of minutes. 

In South Africa, political uncertainty has made 
investors more risk averse
Closer to home, some key events included the general election that 
was held early in the month of May. The overall results were in line with 
expectations as the ANC retained its national majority at 57.5%. The 
delayed announcement of the new cabinet however increased risk 
aversion as internal factions within the ANC became more evident; 
and President Ramaphosa’s ability to follow through on much needed 
reforms came into question.
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The decline in the first quarter’s GDP growth was 
the biggest since the global financial crisis
Another significant local development was the release of the first 
quarter’s GDP growth, which revealed that the South African economy 
contracted by 3.2% from the previous quarter in real terms. This was 
the biggest quarterly decline since the 6.1% decline during the global 
financial crisis. The deterioration in economic activity was broad based, 
with the Eskom power cuts driving this weakness. The GDP decline was 
well below expectations and together with inflation remaining close to 
the SARB’s target (4.5%), the market moved towards pricing in a 0.25% 
repo rate cut at the SARB’s next meeting in July. 

Figure 2: South Africa’s quarter-on-quarter real GDP growth rate

Local bonds and equities produced decent 
returns, but we await the economic effects of the 
trade war 
Despite South Africa’s weak economic backdrop and local growth 
concerns increasing further over the quarter, local bonds and equities 
still managed to produce decent returns as markets were buoyed by 
the bullish global market sentiment. On the global front, we also saw the 
growth outlook deteriorate over the quarter as the trade war escalated, 
however this was counteracted by the swift reaction from major central 
banks. What remains to be seen now is if the real economic effects of 
the trade war will be significant enough to push the global economy into 
recession, and whether the support from central banks will be enough 
to avoid a downturn.

Sources: Tradingeconomics.com, Stats SA
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FOR PERIODS UNTIL 30 JUNE 2019

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

FG IP Jupiter Income FoF 4.34% 4.34% 8.49% 8.07% 7.72% 8.08%

STeFI Composite Index 3.60% 3.60% 7.31% 7.43% 7.08% 7.33%

SA Multi Asset Income Category Average 4.48% 4.48% 8.42% 7.75% 7.33% 8.01%

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

Source: Morningstar, performance for A class shares l 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% 3% 31% 61% 5%

Nedgroup Investments Flexible Income Fund Prescient Income Provider Fund

Cadiz Absolute Yield ABIL Retention Fund SIM Active Income Fund

Coronation Strategic Income Fund

FUND BENCHMARK

Highest 12-month performance 11.61% 11.77%

Lowest 12-month performance 4.78% 5.17%

% positive months 93.37% 100.00%

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

Asset Allocation | as at 31 May 2019

Underlying Funds

Performance Statistics

The FG IP Jupiter Income Fund of Funds returned +2.15% in the second quarter of 2019 and +8.49% over the past 12 months, outperforming the 
benchmark Alexander Forbes Short Term Fixed Income Index quarterly return of +1.80% and 12-month return of +7.31%. The SIM Active Income Fund made  
the most positive contribution to performance over the quarter, returning +2.42%. The fund benefitted from not having any offshore exposure as the rand 
appreciated 2.5% over the quarter relative to the US dollar. No changes were made to the fund over the quarter.

FG IP JUPITER INCOME 
FUND OF FUNDS

*Data for longer than 12 months is annualised
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6 MONTHS YTD 1 YEAR 3 YEARS* 5 YEARS* SINCE INCEP.*

FG IP Venus Cautious FoF 6.60% 6.60% 6.56% 6.33% 6.93% 8.68%

SA Multi Asset Low Equity Category Average 5.77% 5.77% 5.50% 5.32% 5.97% 7.55%

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

FOR PERIODS UNTIL 30 JUNE 2019 

LOCAL EQUITY LOCAL PROPERTY LOCAL BONDS LOCAL CASH FOREIGN

FG IP Venus Cautious FoF 14% 7% 16% 42% 21%

36ONE BCI Equity Fund Nedgroup Investments Opportunity Fund 

ABSA Property Equity Fund Old Mutual Global Equity Fund 

Coronation Optimum Growth Fund Prescient Income Provider Fund

Coronation Strategic Income Fund Saffron SCI Opportunity Income Fund

Investec Diversified Income Fund Sesfikile SCI Property Fund

Investec Global Multi-Asset Income Feeder Fund SIM Active Income Fund 

Nedgroup Investments Entrepreneur Fund Cadiz Absolute Yield ABIL Retention Fund

FUND BENCHMARK

Highest 12-month performance 15.12% 16.56%

Lowest 12-month performance -1.41% -2.82%

% positive months 70.14% 71.53%

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

Asset Allocation | as at 31 May 2019

Underlying Funds

Performance Statistics

The FG IP Venus Cautious Fund of Funds returned +1.43% in the second quarter of 2019 and +6.56% over the past 12 months, underperforming the 
benchmark peer group average quarterly return of +1.69%, while outperforming the 12-month return of +5.50%. The Nedgroup Investments Entrepreneur 
Fund with its exposure to local mid- and small-cap shares weighed on performance over the last 3 months, as local sentiment remains depressed. Venus’ 
strong outperformance over the past 12 months can be attributed to the fund’s fixed income allocation. No changes were made to the fund over the quarter.

FG IP VENUS CAUTIOUS  
FUND OF FUNDS

Source: Morningstar, performance for A class shares l Annualised returns are period returns re-scaled to a period of 1 year
*Data for longer than 12 months is annualised
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6 MONTHS YTD 1 YEAR 3 YEARS* 5 YEARS* SINCE INCEP.*

FG IP Saturn Flexible FoF 7.21% 7.21% 3.54% 4.14% 5.54% 10.26%

SA Multi Asset Medium Equity Category Average 6.81% 6.81% 4.39% 4.40% 5.19% 9.04%

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

FOR PERIODS UNTIL 30 JUNE 2019

Source: Morningstar, performance for A class shares l Annualised returns are period returns re-scaled to a period of 1 year
*Data for longer than 12 months is annualised

LOCAL EQUITY LOCAL PROPERTY LOCAL BONDS LOCAL CASH FOREIGN

FG IP Saturn Flexible FoF 37% 3% 14% 20% 26%

36ONE BCI Flexible Opportunity Fund PSG Flexible Fund

Coronation Market Plus Fund Rezco Value Trend Fund

Investec Opportunity Fund SIM Inflation Plus Fund

Nedgroup Investments Opportunity Fund Truffle SCI Flexible Fund

Matrix Defensive Balanced Fund

FUND BENCHMARK

Highest 12-month performance 31.40% 26.41%

Lowest 12-month performance -18.22% -15.68%

% positive months 68.67% 66.27%

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

Asset Allocation | as at 31 May 2019

Underlying Funds

Performance Statistics

The FG IP Saturn Flexible Fund of Funds returned +0.45% in the second quarter of 2019 and +3.54% over the past 12 months, underperforming the 
benchmark peer group average quarterly return of +1.47% and the 12-month return of +4.39%. The PSG Flexible Fund was the worst performing underlying 
fund over the 3- and 12-month period, returning -2.99% and -4.12% respectively. The fund’s South Africa Inc. exposure has weighed on performance, but 
we remain confident in this manager’s skill given that they have proven their competency in achieving outperformance at a lower risk over the long term. No 
changes were made to the fund over the quarter.

FG IP SATURN FLEXIBLE 
FUND OF FUNDS
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6 MONTHS YTD 1 YEAR 3 YEARS* 5 YEARS* SINCE INCEP.*

FG IP Neptune Growth FoF 7.56% 7.56% 4.28% 5.34% N/A 5.90%

SA Multi Asset High Equity Category Average 6.90% 6.90% 3.24% 3.96% N/A 4.79%

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

FOR PERIODS UNTIL 30 JUNE 2019

Source: Morningstar, performance for A class shares l Annualised returns are period returns re-scaled to a period of 1 year
*Data for longer than 12 months is annualised

LOCAL EQUITY LOCAL PROPERTY LOCAL BONDS LOCAL CASH FOREIGN

FG IP Neptune Growth FoF 45% 4% 8% 16% 27%

ABSA Property Equity Fund Laurium Flexible Prescient Fund

Catalyst Global Real Estate Prescient Feeder Fund Old Mutual Global Equity Fund

Coronation Optimum Growth Fund Prudential Balanced Fund

Coronation Strategic Income Fund PSG Flexible Fund

Fairtree Equity Prescient Fund Rezco Value Trend Fund

Investec Equity Fund Truffle SCI General Equity Fund

FUND BENCHMARK

Highest 12-month performance 14.27% 12.31%

Lowest 12-month performance -4.84% -5.61%

% positive months 62.07% 62.07%

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

Asset Allocation | as at 31 May 2019

Underlying Funds

Performance Statistics

The FG IP Neptune Growth Fund of Funds returned +0.74% over the second quarter of 2019 and +4.28% over the past 12 months, underperforming the 
benchmark peer group average quarterly return of +1.05%, while outperforming the 12-month return of +3.24%. The PSG Flexible Fund was the worst 
performing underlying fund over the quarter, returning -2.99%, with the fund’s South Africa Inc. exposure weighing on performance as investors’ outlook 
for the local economy remains weak. Over the past 12 months, the positions in global equity and property through the Coronation Optimum Growth Fund 
and the Catalyst Global Real Estate Prescient Feeder Fund were the best performing underlying funds, returning +12.52% and +11.77% respectively. No 
changes were made to the fund over the quarter.

FG IP NEPTUNE GROWTH 
FUND OF FUNDS
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6 MONTHS YTD 1 YEAR 3 YEARS* 5 YEARS* SINCE INCEP.*

FG IP Mercury Equity FoF 6.18% 6.18% 0.03% 2.63% 3.22% 10.18%

FTSE/JSE Africa All Share (Total Return Index) 12.21% 12.21% 4.42% 6.89% 5.85% 13.24%

SA Equity General Category Average 7.48% 7.48% 1.47% 2.71% 2.89% 10.60%

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

FOR PERIODS UNTIL 30 JUNE 2019

Source: Morningstar, performance for A class shares l Annualised returns are period returns re-scaled to a period of 1 year
*Data for longer than 12 months is annualised

LOCAL EQUITY LOCAL PROPERTY LOCAL BONDS LOCAL CASH FOREIGN

FG IP Mercury Equity FoF 72% 7% 0% 7% 14%

36ONE BCI Equity Fund Nedgroup Private Wealth Core Equity Fund

Coronation Optimum Growth Fund Nedgroup Investments Entrepreneur Fund

Fairtree Equity Prescient Fund Old Mutual Global Equity Fund 

Gryphon All Share Tracker Fund Prudential Equity Fund 

Investec Equity Fund Sesfikile BCI Property Fund

PSG Equity Fund Truffle SCI General Equity Fund 

FUND BENCHMARK

Highest 12-month performance 41.30% 48.30%

Lowest 12-month performance -31.68% -37.60%

% positive months 62.65% 62.65%

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

Asset Allocation | as at 28 February 2019 

Underlying Funds

Performance Statistics

The FG IP Mercury Equity Fund of Funds returned +0.29% in the second quarter of 2019 and +0.03% over the past 12 months, underperforming the 
+3.92% quarterly return of the benchmark FTSE/JSE All Share Total Return Index, and its 12-month return of +4.42%. The PSG Equity Fund and the 
Nedgroup Investments Entrepreneur Fund with their exposures to local mid- and small-cap shares weighed on the 3- and 12-month performance, as 
local investor sentiment remains low. No changes were made to the fund over the quarter.

FG IP MERCURY EQUITY  
FUND OF FUNDS
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6 MONTHS YTD 1 YEAR 3 YEARS* 5 YEARS* SINCE INCEP.*

FG IP International Flexible FoF 9.04% 9.04% 2.16% 5.50% 8.60% 8.68%

Benchmark 9.80% 9.80% 5.21% 5.14% 8.13% 9.55%

Global - Multi Asset - Flexible Average 9.80% 9.80% 5.21% 5.14% 7.92% 8.41%

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

FOR PERIODS UNTIL 30 JUNE 2019

Source: Morningstar, performance for A class shares l Annualised returns are period returns re-scaled to a period of 1 year
*Data for longer than 12 months is annualised

GLOBAL 
EQUITY

GLOBAL FIXED 
INCOME

GLOBAL 
CASH

GLOBAL 
PROPERTY

LOCAL 
CASH

FG IP International Flexible FoF 62% 8% 20% 7% 3%

USD GBP EUR JPY OTHER ZAR

Currency Breakdown 59% 5% 13% 6% 14% 3%

FGAM Global Cautious Fund FGAM Global Growth Fund

Investec Global Strategic Managed Fund Nedgroup Global Flexible Fund

Merian World Equity Fund

FUND BENCHMARK

Highest 12-month performance 40.26% 34.52%

Lowest 12-month performance -16.99% -15.05%

% positive months 55.71% 58.16%

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

Asset Allocation | as at 31 May 2019

Underlying Funds

Performance Statistics

The FG International Flexible Fund of Funds returned -1.35% in the second quarter of 2019 and +2.16% over the past 12 months, underperforming the 
benchmark peer group average quarterly return of -0.19% and the 12-month return of +5.21%. The FGAM Global Growth Fund was the worst performing 
underlying fund over the quarter, returning -1.43%, driven by the underperformance of the underlying value managers, Orbis Global Equity and Contrarius Global 
Equity. Both managers generate performance profiles that are less consistent over the short term, but their track records show their ability to recover from periods 
of underperformance over the long term. No changes were made to the fund over the quarter.

FG IP INTERNATIONAL 
FLEXIBLE  FUND OF FUNDS
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MARKET
PERFORMANCE

INDEX ASSET CLASS 3Q 2018 4Q 2018 1Q 2019 2Q 2019
LAST 12 
MONTHS

YEAR TO 
DATE 2019*

STEFI Composite Index Local Cash 1.78% 1.78% 1.77% 1.80% 7.31% 3.60%

Beassa ALBI Total Return Index Local Bonds 0.81% 2.74% 3.81% 3.70% 11.50% 7.65%

FTSE/JSE SA Listed Index Property Index 
(Total Return) Local Property -1.01% -3.99% 1.45% 4.52% 0.79% 6.04%

FTSE/JSE Africa All Share Index  
(Total Return) Local Shares -2.17% -4.88% 7.97% 3.92% 4.42% 12.21%

JP Morgan World Govt Bond Index (USD) Global Bonds -1.70% 2.01% 1.82% 3.49% 5.66% 5.37%

EPRA/NAREIT Global Index (USD) Global Property -1.47% -5.69% 13.98% -0.90% 4.96% 12.95%

MSCI AC World Index (USD) Global Shares 3.77% -13.08% 11.61% 2.93% 3.61% 14.88%

USD/ZAR 
(+ weaker ZAR, - stronger ZAR) Exchange Rate 3.21% 1.55% 0.70% -2.50% 2.91% -1.82%

*(Return until 30 June 2019)
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www.fgam.co.za

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. FIRSTGLOBAL Asset Management is a licenced Financial Services 
Provider FSP number 20987.
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