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Welcome to 2020! 
Warm wishes to all our clients for a happy and prosperous new year 
and decade.

Before we delve into this edition of GLOBAL BRIEF with interesting 
and useful articles specially selected for our clients, I would like to 
dedicate this editorial to an important announcement.

We are excited to announce name changes to 
our Group 

After 17 years since the formation of FIRSTGLOBAL Group and  
15 years since the formation of FIRSTGLOBAL Asset Management, 
we are excited to announce the following name changes heralding a 
new era in the history of our group.

• Going forward, FIRSTGLOBAL Group will be known as  
FG Investment Partners, the group name for all FG member 
firms operating as wealth management/financial advisory firms.

• FIRSTGLOBAL Asset Management will be known as FG Asset 
Management (registered name FGAM (Pty) Ltd), the designated 
multi-manager of all the FG funds.

Please visit our new websites at fgam.co.za and fgip.co.za to 
experience the new look.

Why the name changes?
The decision to change our name was driven by mainly two events:

1. First Global Bank is a registered Jamaican bank operating in the 
West since 1970. Within South Africa this has never been an 
issue but in terms of our global presence, confusion between our 
brand and theirs has become more evident.

2. One of our member firms (based in Tyger Valley, Cape Town) has 
decided to exit from our Group and elected to retain the FIRST 
GLOBAL brand. 

The name change will have no impact on you as an existing FG client. 
You will still be looked after by your advisor team as before. All Group 
member firms (FG Investment Partners) will retain their current FSP 
registrations, addresses and contact details.

Going forward, you will however notice a more coordinated, collective 
effort from the advisory and family offices of FG Investment Partners 
to ensure efficiency and synergies among our group of highly 
experienced and ethical financial professionals.

We remain committed to looking after the best interests of our clients 
and nurturing lifelong client relationships with families through 
generations of wealth preservation and growth.

The leadership and investment teams, shareholding 
and fund names will remain the same 
More than 97% of assets under management in FG Asset Management 
will remain in the Group under management of a more efficient, better 
directed and highly motivated team of directors and shareholders.

Sanlam Investment Holdings will retain their shareholding in FG Asset 
Management (FGAM) while FGAM will retain its shareholding in IP 
Management Company.

The current FG Asset Management board and investment committee 
remain unchanged.

FG fund names also remain unchanged:
• FG IP Jupiter Income Fund of Funds 
• FG IP Venus Cautious Fund of Funds
• FG IP Saturn Flexible Fund of Funds 
• FG IP Neptune Growth Fund of Funds 
• FG IP Mercury Equity Fund of Funds
• FG IP International Flexible Fund of Funds

Similarly, the offshore funds will remain as:
• FGAM Global Growth Fund; and
• FGAM Global Cautious Fund.

We look forward to partnering with you into 
the next decade
We have seen tremendous growth in assets and moreover the quality 
of our member firms and client base over the past decade. We are 
confident that this trend will continue into the next.

INDEPENDENT       TRANSPARENT       COMPETENT

http://www.fgam.co.za
http://www.fgip.co.za
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Author’s note:

This article has been written for the benefit of our South African-
based clients. It is of course impossible to cover all significant events 
of the past decade or to predict the future. This article is therefore 
by no means an exhaustive list of events and factors. My aim was to 
summarise a few key factors that should have an impact on the next 
decade – specifically concerning South African residents and their 
investment planning.

A lot can change in 10 years 

When the sun rose on 1 January 2010, Steve Jobs was still CEO of 
Apple, Facebook was still an upstart, and Uber did not have its own 
app yet. WhatsApp was only launched in January 2009 and turned 
out to become the third most downloaded app of the past decade.

Blockchain − the technology that underpins digital currency − was 
conceptualised in 2008 and the first cryptocurrency, Bitcoin, was 
launched in 2009. Today there are more than 1 000 cryptocurrencies 
worldwide and it is estimated that more than US$100 billion has been 
invested in these currencies to date. It is also believed that more than 
20% of financial institutions are already using blockchain technology.

Artificial intelligence (AI) has slowly but surely become part of our 
everyday lives – from the way we communicate (with high-definition 
images, text and video in real time), to the way we buy goods online, to 
healthcare, education and entertainment.

The decade began amid the chaotic wake of a global financial crisis 
and ended with a US president facing possible impeachment for only 
the third time in history. 

The individual stories of the past decade tend to 
gravitate towards a few big trends 

Social networks consolidated and expanded globally, bringing new 
anxieties over their political power. The growing use of social media 
fuelled mass protest movements, bringing millions of people together 
around the globe in pursuit of common objectives. Britain saw a new 
generation of royals emerge and countries around the world passed 
laws legalising same-sex marriage. 

High levels of government debt, soaring bond yields, and a collapse 
in confidence pushed nations at Europe’s periphery to the brink of 
bankruptcy. Greek yields soared past 40% at one point in 2012 while 
Italian, Portuguese and Spanish yields also surged. This Eurozone 
crisis threatened to wipe out the most ambitious currency project 
in history. Massive restructuring packages and quantitative easing 
from the European Central Bank ultimately staved off disaster, but 
threats remain. In June 2016 the majority of the British people voted 
in favour of leaving the European Union. This unexpected outcome 

led to extended negotiations and parliamentary upheaval, ultimately 
bringing Boris Johnson into power as the new prime minister.

China officially became the world’s second largest economy in 2011, 
overtaking Japan after its economy shrank in the final months of 2010. In 
2010, China achieved a GDP growth rate of 10.4%, after which it slowed 
down continuously to a rate of 6.6% in 2018 (last published rate). China is 
still deleveraging and growth is expected to moderate further.

Populism kept rising, and the decade ended with several prominent 
populist leaders in power, including Trump, Johnson, Putin and Modi 
(out of 20 recognised populist leaders). Interestingly enough, South 
Africa’s own Zuma was also regarded as a populist leader.

Markets have been characterised by a continued bull 
run and low inflation 
The current bull market, which started in March 2009, is already 
the longest bull market in history. It has passed the bull market of 
the 1990s, which lasted for 113 months. However, the current bull 
market, which has seen the S&P 500 rise 330% in its 10+ years, is still 
second in terms of returns – the 1990s bull run returned 417% in that 
decade. Inflation and interest rates have declined to their lowest level 
globally, which played a part in fuelling the surge in stock markets 
across the world.

South Africa experienced its fair share of turbulence 
in the past decade 
Ten years ago, the EFF did not exist. In 2019, the party won 10.8% 
of the national vote and 43 seats in Parliament. President Zuma 
resigned in February 2018 and Cyril Ramaphosa was appointed as 
the new president, with a mission to undo state capture and repair 
the damage done during the Zuma era.

Towards the end of 2017, news of corruption broke about Steinhoff, 
the sixth largest company on the JSE at the time (measured by market 
capitalisation). As a result of the scandal, R240 billion worth of 
shareholder value was wiped out.

The FTSE/JSE All Share Index ran hard in the first half of the decade, 
generating a return of 15.79% per year, and then stalled to a paltry 
5.99% per year in the latter half. Apart from the Steinhoff share 
price that fell by 98%, other share price corrections from large cap 
companies included Tongaat (down 92%), INTU property (down 89%), 
EOH (down 88%), Aspen (down 70%) and MTN (down 62%) – all 
within the past five years.

Land expropriation without compensation reared its head again 
in 2019 with the amendment of the constitution now high on 
Government’s agenda.

EVENTS OF THE PAST 
DECADE THAT COULD 
SHAPE THE NEXT

John Swart
CEO | FG Asset Management
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South African Airways was placed in business rescue in 2019 – the 
first time in history that a state-owned enterprise (SOE) has been 
placed in business rescue – and its future is still uncertain.

Eskom load shedding reached critical levels towards the end of 2019, 
with devastating effects on business.

Internal political conflict within the ANC has hampered many actions 
urgently required to address critical issues such as education, 
infrastructure, law and order, and job creation (in no particular order). 
In the meantime, the Zondo Commission slowly tries to unravel the 
deeds of corruption and state capture to (hopefully) bring the guilty 
parties to book in the quest for retribution and sanitisation of SOEs, 
parastatals and Government.

Then finally, probably one of the most sobering statistics: the rand has 
lost 47% of its value against the US dollar over the past decade.

Looking ahead, it is impossible to predict what the 
next decade may bring 
However, the lessons learnt from the past and emerging themes 
can certainly help us to formulate a number of scenarios to provide 
guidance for investment and financial planning decisions.

Five themes that are bound to dominate the global 
stage: 

1. The possible re-election of Trump as US president and the 
intensification of trade tariff policies and interference in 
Middle Eastern politics. More strikes and retaliation can be 
expected in the near term, which will affect trade and related 
economies.

2. The implementation and roll-out of Brexit, which will have 
economic implications for not only the UK and Eurozone, but 
also for trading partners, including South Africa. Some will be 
positive; some will be negative.

3. The continued deleveraging in China and slowdown in demand 
for resources and imported goods. Again, this will influence not 
only the Chinese economy but also China’s trading partners, 
including South Africa.

4. Mounting debt levels and the curbing of these over the next 
decade.

5. Exponentially increased use of technology, with robotics/AI 
taking the place of more people in the workplace.

Expect global market returns to be lower in the next decade. With a 
US recession most likely to occur within the next two to three years, 
company earnings will come under pressure and share prices will 
decline.

It will require great wisdom and discipline to lower sovereign debt 
levels without causing a massive fall in bond valuations. Negative 
yields (where the interest on long term-bonds falls below the average 
rate of inflation) currently prevail in more than a quarter of the global 
bond market. This is unsustainable.

Jobs will become fewer – especially among the middle class – as 
technology in the virtual and augmented reality space will phase in 
the use of robots. 

Inflation rates should be subdued for the next three to five years. 
Combined with increasing risk in global bonds, this will push up 
demand for high-dividend-yielding stocks.

The South African picture is rather gloomy at this stage 

While a lot has been done since the election of Ramaphosa, the effects 
will take a long time to manifest.

All eyes are on Eskom in anticipation of when and how this crisis 
will end. It goes without saying that businesses across the board 
are suffering at a time where this cannot be afforded. Based on all 
credible projections, load shedding (which was introduced as long 
ago as 2007) will continue and may be stepped up to prevent a total 
collapse of the power supply. At best, matters will only improve in the 
next two to three years. While this continues, together with several 
other challenges (some of which I touch on below), it is unlikely that 
we will see growth of more than 1% per year, which is less than a 
quarter of what the country needs to create more jobs.

With more than two thirds of South African youth being unemployed, 
an insufficient growth rate will mean even higher unemployment, 
which will lead to more children being born into poverty, more people 
without the means and access to decent education, higher levels of 
crime, and a heavier burden on the existing tax base.

Expropriation of property without compensation will most likely be 
implemented as Government seeks approval to pass the bill to amend 
Section 25 of the Constitution. The impact of this notion can already 
be seen in South African property prices – particularly the agricultural 
land, development land, and the luxury residential market.

National Health Insurance (NHI), conceived in 2011, is now already 
in its second stage of development, and seemingly on track to be 
implemented in 2026. Despite huge opposition and up to 70% of 
South African medical professionals indicating that they will emigrate 
when the NHI is promulgated, Government is pushing ahead.

South Africa’s credit rating is hanging by a thread and the final 
Moody’s downgrade to junk status will most likely happen in 2020, 
rendering South African bonds as non-investment grade.

With many dark clouds and few silver linings, how do we as South 
Africans – entrepreneurs, professionals, retirees and investment 
partners – position ourselves?

Our views and recommendations based on collective 
opinion

1. Maximise offshore investment exposure. This can be achieved in 
many ways, including investing in South African listed companies 
with dual offshore listings and/or those earning foreign income. 
It is critical to achieve the correct balance between equities, real 
estate, bonds and cash.

2. Limit unnecessary spending and build reserve funds as far as 
possible.

3. Avoid paying unnecessary tax. Optimise the use of tax-efficient 
structures and investment products.

4. Take stock of your property investments. Historically, one 
could almost buy any property and it would appreciate in value 
over time. This is no longer the case. Certain areas have started 
to deteriorate to such an extent that it is unlikely that these 
properties would ever recover in value, let alone appreciate. 
Commercial properties centred around “first-world” nodes 
like Sandton, Waterfall City, Menlyn on Maine, Cape Town and 
Umhlanga will continue to expand and appreciate. Likewise, 
low-cost housing and rural commercial property should 
also see significant growth, based on a very different set of 
fundamentals.

EVENTS OF THE PAST DECADE THAT COULD 
SHAPE THE NEXT (CONTINUED)
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5. Prioritise the safety of your family and loved ones and make 
provision for spending money on the latest technology and 
obtaining expert advice on how to improve the security of your 
home and business.

6. Maintain a good private medical aid.

7. Do what you can to ensure your children and/or grandchildren 
get a proper education. South Africa still has some of the best 
schools across both private and parent-subsidised government 
schools.

8. There will continue to be South African businesses offering 
exceptional investment value in future. The South African 
market is changing. Technology, including online trading, is 
changing consumer behaviour. Many businesses focusing on the 
South African consumer will thrive in the future. Take advantage 
of these opportunities. 

9. The JSE has declined to well below the long-term average 
price/earnings valuation. After the weak performance of the 
past five years, we are confident that the next five years will 
deliver much better returns, based on several factors: the return 
of more bullish emerging market sentiment, rotation from 
developed markets to emerging markets, and the expectation 
of better trading conditions in the next two to three years. This 
improvement will of course not happen in a straight line and 
active management is therefore advised.

10. Theoretically, the credit downgrade will not be the end of the 
world as we know it. In fact, it will lower us to the top of the “non-
investment grade” bond market, which will attract a new wave of 
investors. This should support our bond valuations.

Due to the weak economic growth rate, low global interest rate 
environment, and political pressure, South African interest rates 
are expected to stay low for at least the next two to three years. 
This phenomenon offers relief to growing business and property 
developers requiring bank finance.

In conclusion, it may get worse before it gets better. 

South Africa has much to offer. Accept that we are an African country 
with our own unique set of challenges, but with the right combination 
of courage, care and advice, we can still make a good living. South 
Africa is blessed with strong and smart people across all sectors – 
many of whom are in leadership positions in both private and public 
sectors. Together we can prosper.
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Restoring financial wellbeing is like restoring a car 
A few years back, I bought a 1968 Jaguar Mark 2 − or rather, the 
beginnings thereof. At the time, the forlorn vehicle had been sitting in 
a garage in pieces, untouched for ten years. I committed to restoring 
it. With some planning, a great deal of passion, and a very clear vision, 
I have created a vintage masterpiece. Restoring financial wellbeing 
is much like restoring a car – you’re in it for the long-run, it can be 
fulfilling and frustrating, and sometimes, you need to call in expert 
reinforcements. 

I believe restoring cars – and restoring finances – comes down to 
three things. Firstly, it starts with a vision coupled with a passion to 
see it through. Then you need to consider your capabilities and the 
areas where you may need help. Lastly, you need to commit to making 
continuous improvements in order to persevere. There will be tough 
days, where a part doesn’t fit, or the markets fall. That’s when you 
need to have the grit to hold on.

Here are some tips for restoring cars – and financial 
health:  

1. What do you want it to do? 
Before you commit to restoring a car, you need to have an end 
objective in mind. Are you doing it as a passion project, or do you 
want to resell it for a profit? Do you want it to be original or would 
you like to build a resto-mod? That has huge sway over which car you 
pick. Likewise, when it comes to your finances, you need to know what 
you want at a granular level. What are you saving for? What are your 
goals? Have a plan in place for how you’ll achieve these. 

2. Dodge the rabbit-hole of restoration. 
Restoring a car could become an endless project, and it’s often difficult 
to know what to prioritise. I started by getting the car running before 
turning to the more cosmetic issues, so the engine, carburettors and 
suspension got my initial attention. It was about having the foundation 
in place. It’s the same for your finances. Get the basics right first. Then 
keep your eye on the goal. 

3. Get help when you need it. 
I knew I didn’t have the skills to hand-stitch the seats or replace the 
carpets. So, I outsourced these tasks to trusted professionals who 
I knew would increase the value of the vehicle. Regarding money 
matters, there are some things you may feel confident sorting out 
yourself but there are other aspects where assistance will probably 
prove extremely valuable. At your current age, what do you need 
to save per year to retire comfortably? Are you on track? Complex 
questions like these call for advice from a trusted financial advisor for 
absolute peace of mind. 

4. You need the right tools. 
I didn’t have all the specialist tools required to complete all the tasks, 
like replacing the wheel bearings. It’s a task that calls for absolute 
precision and one should not take a short cut on something so 
important. The same can be said for much of your financial wellbeing. 
You need the right tools at your disposal to make the correct 
decisions. If you don’t have these tools, it’s generally a better option 
to outsource. Again, that’s where a financial advisor can assist. 

5. Make compromises. 
I wanted all 72 spokes of my rims to be individually chromed, but I 
could not find this service locally. I would have had to ship the wheels 
to the UK, at an exorbitant cost. So, I compromised and cleaned the 
wheels meticulously instead. Finances also demand trade-offs. For 
example, to reach your financial goals, sometimes you may need to 
save more, or work for longer. Alternatively, you may have to tweak 
some of your goals slightly. We’re always making these decisions. Just 
make sure they’re the right ones. 

6. Have a timeline but be flexible. 
Selling a classic car is also something that takes careful consideration 
and an evaluation of the current market conditions − and the same 
goes for money matters. You may need to adjust your timeline and 
actions against market conditions. The value of an asset doesn’t 
always appear when you want it to – and you need to plan for that. 

7. Maintenance is key. 
When it comes to restoration, the job’s never done. I always have an 
electrical charger in the garage to keep the battery full. The brakes 
need regular tweaking. The list goes on. You need to do regular 
“maintenance” to your finances too – for example, are your retirement 
contributions keeping up with inflation each year? Regular reviews of 
your financial plan, at least once a year, can help you stay on track. 

8. Push through the tough times. 
There have been icy winter’s days when I’ve been under the Jaguar 
in a miserably cold garage, battling with a bolt. And I’ve wanted to 
pack it in. Most times, it helped to stop, take a break and start again. 
And that’s what it’s all about. Give yourself an opportunity to gain 
perspective and remind yourself why you’re on this journey.  

It doesn’t take two weeks to restore a car. Similarly, creating a financial 
plan and reaching your key financial milestones can take some time 
and commitment – but when you see the fruits of your labour, even 
just one small victory at a time, it really is worth the energy. 

Remember, at the end of the day, if you’ve put all the right pieces in 
place, your masterpiece will certainly be something to behold. 

HOW TO FIX YOUR 
FINANCES LIKE A JAG 
MARK 2 

Adapted from an article by 
Theesan Moodley

General Manager I Sanlam 
Financial Advisers
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Offshore assets make wills more complicated
Are you a South African citizen with interests offshore? Perhaps you 
have a home in Spain? Or a business in Italy? This situation calls for 
careful estate planning with the right people on-the-ground. Here we 
provide some insights into estate planning across geographies.

First up, you need to ensure your South African will is valid. There 
are boxes to tick to ensure it is legal. Next, consider whether you 
need a separate will for your overseas assets. For assets such as unit 
trusts and life insurance, you probably don’t. For property, shares 
in overseas companies (not dual listed) and businesses, it’s highly 
recommended.

There are additional logistics if you don’t have a 
separate foreign will
For example, on your death your original will must be delivered to 
the Master of the High Court in South Africa, who shall retain it. The 
local executor will need to have his or her authority to act notarially 
certified and authenticated by the appropriate government authority 
(and translated where required) before it will be recognised overseas. 
If the person seeking to wind up the estate resides abroad, he or she 
will not only have to apply to the local Master for the ‘signing and 
sealing’ of Letters of Executorship and a notarial certified copy of the 
will, but will also be required to provide security. Obtaining all this 
causes delays and may be costly. On the other hand, if you opt for 
a foreign will dealing only with your offshore assets, your overseas 
solicitor could access it immediately and proceed in that jurisdiction 
without delay.

Only having a foreign will is also not recommended. There are 
complicated procedures involved in the resealing of the overseas 
‘Grant of Probate’ that will take time.

Some of the factors to consider when setting up an 
offshore will:
1. Make sure your foreign will is legally valid in that country

Firstly, there’s the difference between a foreign will, which is a will 
you’ve drawn up overseas, and a will you’ve drawn up and signed 
in South Africa, which is subject to South African law. If you reside 
permanently in South Africa, but have assets overseas, it’s probably 
a good idea to execute a foreign will in the jurisdiction your assets 
are in, particularly if you have an asset in a country where the law is 
different to South Africa and they speak a different language.

If you draw up a foreign will, you must ensure it is legally valid for the 
country where you have assets. Some countries have unusual laws 
and regulations you may be unfamiliar with, so it is best to engage 

with an expert on-the-ground such as a solicitor or attorney. They can 
draft the will in the language of that country, in accordance with its 
laws. There may be laws such as “forced heirship” (in some countries 
you are forced to bequeath a certain percentage of your estate to 
relatives) that you need to comply with.

The European Succession Regulation (known as Brussels IV) allows 
you to choose whether you wish South African law or the law of the 
European country to apply. However, Brussels IV does not apply to 
assets in the UK, Ireland or Denmark.

2. Be meticulous with your wording

If you write a will in South Africa that says, “This revokes all previous 
wills”, it is possible that your foreign will(s) will also be revoked. Be 
very careful with the wording in your wills. For example, your general 
South African will could say, “This will shall only apply to my South 
African assets, it cancels and revokes previous wills relating to my 
South African assets, but it does not cancel or revoke my will for my 
UK assets”.

3. Become familiar with the freedom of testation

This refers to a person’s power to specify their heirs. We mentioned 
“forced heirship” above. Most countries have freedom of testation up 
to a point, but there are restrictions – for example in South Africa, you 
need to provide sufficiently for your spouse and dependent children. 
The same applies in the UK. Other points to consider:

• Whether you’re married in or out of community of property 
and with or without accrual – if you get married in South Africa 
without an ante nuptial agreement stating otherwise, you are 
married in community of property and half of your estate is 
automatically owned by your spouse so you cannot leave that 
half to anybody else.

• Sharia Law – if you’re Muslim and living in South Africa, for 
example, you may only bequeath up to a third of your estate to 
anyone outside of your family.

4. Understand the costs

If you’re a permanent resident in South Africa, your worldwide estate 
is subject to taxation and duties by SARS – which includes capital gains 
tax and estate (death) duty. So, even if your property is in Australia, 
for example, you must still account for estate duty in South Africa. It’s 
very difficult to get an asset out of your estate if you’re a permanent 
resident in South Africa, unless you acquired that property overseas 
before you immigrated to South Africa. You could have donated it or 
transferred it to an offshore trust, but that is a different scenario and 
would have attracted donations and capital gains tax at the time. It’s 
very important to be aware of double taxation agreements. You could 
end up paying tax on the same asset in two countries unless you get 
the proper advice.

HOW TO DO ESTATE 
PLANNING ACROSS 
BORDERS

Adapted from an article by 
David Thomson

Senior Legal Planner | Sanlam 
Trust



GLOBAL BRIEF    |    QUARTER 4   |   2019   |    7

If South Africa has a double taxation agreement with the country 
in which you have your assets, you should not, generally speaking, 
pay any more tax than you would have paid in South Africa. You can 
check the SARS website to see the list of countries South Africa has 
an agreement with – but note that these agreements are not all the 
same.

5. Find the right people

If you’re in the country where your foreign assets are located, ask 
neighbours to recommend a local solicitor or attorney. Alternatively, 
many legal firms in South Africa are part of global networks so may 
have partners abroad to assist you. Find out from your FG advisor if 
they can recommend someone in the relevant country who you can 
engage with. Your financial advisor should also have knowledge of all 
your wills and where they are located.

6. Consider nudum praeceptum

This is the term for a clause in your will that’s simply not enforceable. 
For example, if you say, “I leave my house to my husband on condition 
he doesn’t marry again in the next ten years…” that is not enforceable 
because you haven’t named an alternative beneficiary if he does 
marry again. So, the house will go to him and that’s the end of the 
matter. Again, it comes down to meticulous wording.

ESTATE PLANNING ACROSS BORDERS 
(CONTINUED)
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FIVE ISSUES TRENDING 
IN MARKETS TODAY 

Adapted from an article by 
Warren Kelly

Investment Professional    |   
Obsidian Capital 

There are five topical market issues trending currently that we would 
like to highlight. We hope that this will provide insight into and 
enhance your knowledge of what’s happening on the global and local 
investment landscape. The five issues trending in markets today are: 

1. Chin up, the rand has been okay. 
2. New support for precious metals. 
3. You have one million rand. Do you invest in US cash or  

South African bonds? 
4. Recession around the corner? Maybe not. 
5. The real victims of the trade war. 

1. Chin up, the rand has been okay 
The US dollar is the reserve currency of the world. It’s understandable 
then that when we talk about the rand’s performance, we do so in 
relation to the greenback. But this shouldn’t always be the case.  

We invest offshore because we want two things:  

1. diversification; and  
2. protection against a depreciating rand.  

The US is not the only destination that offers these outcomes. This is 
important because right now, the US dollar is a very, very expensive 
currency. And if it enters a period of weakness, the returns from any 
investment domiciled in US dollars (cash, bonds, equities) will suffer. 
So, what are the other options available?           

The first case is quite extraordinary. As a start, let’s explore how the 
rand should have behaved versus the Australian dollar. Since the 
beginning of 2016, our inflation has been roughly 3.5% higher per 
year than that Down Under. This means that the rand should have 
depreciated by a double-digit figure to maintain purchasing power 
parity equilibrium. It hasn’t. 

In fact, from 1 January 2016 to the end of September 2019, the rand 
has appreciated by 9.1% against the Australian dollar (as can be seen 
from Figure 1), and more than 20% if you want to work in real terms. 

Figure 1: The rand has been appreciating against the Australian 
dollar since 2016  

However, don’t let nominal versus real appreciation confuse the 
message. The point is that while we cuss about our country, our 
currency has outperformed that of a very well-managed first-world 
one. In our estimation, our currency has been stronger because the 
prices of the commodities we export have been stronger than those 
of the commodities that Australia ships.  

So, why not buy Australian dollars, instead of US dollars, and remove 
some of the risk that the rand strengthens materially against the 
currency you’ve bought? 

If you look at the same analysis of the rand against the pound and euro, 
the conclusion is similar but not quite as appealing; the rand currently 
trades at around fair value for both. The point is that if you want to 
take money offshore, there are safer options than the expensive US 
dollar, which from its current valuation, has the potential to weaken 
meaningfully.  

But, we hear you ask, does the US dollar ever depreciate? A falling 
blue line in Figure 2 illustrates periods where the US dollar did just 
that. No currency goes up forever. 

Figure 2: Despite the US dollar being the world’s reserve currency, it 
still depreciates at times

Sources: INET, Obsidian Capital (October 2019)

Source: Alpine Macro (2018)
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FIVE ISSUES TRENDING IN MARKETS TODAY 
(CONTINUED)

2. New support for precious metals 
Our domestic resource shares, particularly those that mine platinum 
and gold, have shone brightly on a rather dark investment return 
landscape. However, their strong performance has been, well, 
strange. The extent of their impressive v-shaped recovery is visible 
in Figure 3.

Figure 3: Gold and platinum shares have shown a strong recovery 

4. Recession around the corner? Maybe not. 
An inverted yield curve and weak manufacturing data have heightened 
fears about a recession in the US. Under such a scenario, you’d want 
to be overweight bonds in your portfolios to protect your capital.  

The conundrum here is that US consumers (and their counterparts 
in Europe) are financially healthy, confident, employed, and spending 
– not exactly the state that drags an economy into recession.  
Figure 5 shows what percentage of disposable income is needed to 
service household debt in the US. It’s currently at 40-year lows, and 
well beneath the levels that preceded previous recessions. 

Figure 5: US household debt is currently at 40-year lows

We say “strange” because global trade and manufacturing have 
slowed materially since early 2018, which is usually not a good 
environment for commodities. As an example, when we entered 
a similar manufacturing recession in 2015, we could not find a 
commodity – precious, bulk, or soft – that was on the up. 

Initially, we rationalised their surging prices by highlighting their 
idiosyncratic supply-side constraints. As we’ve come to learn over the 
years, when a commodity price runs, demand is often in the wings. So, 
why would people be buying these precious metals hand over fist? 

The traditional explanation would be that people are buying gold 
as a hedge against risk. We have much sympathy for this view. But 
this asset class might also be finding support from another, more 
unconventional source – beleaguered bond investors. 

Of all the 10-year government bonds in issue around the world, half 
of them have negative nominal yields. Said another way, half of the 
investors who own these bonds are happy to pay the people that have 
borrowed from them. If anyone knows where we can sign up to get 
paid for borrowing money, please forward us the details.

Gold doesn’t grow, nor does it offer a yield, but once you own it, you 
don’t have to keep paying the person you bought it from. This is the 
reality you must stomach when owning a negative-yielding bond. We 
are warming to the idea that investors looking for safe-haven type 
assets may now be choosing precious metals over bonds because of 
the skinny investment case for the latter. 

3. You have one million rand. Do you invest in US cash 
or South African bonds? 
We’ve given you a large hypothetical amount because it sharpens the 
mind. And because we could all use a confidence boost, even if it’s 
make-believe. Assume that these are the two asset classes you must 
choose between. Here is the supporting case for our bonds: 

• Their real yields (nominal-inflation) are some of the highest in 
the world. 

• Global asset allocators need yield; emerging market bonds will 
benefit.

• South Africa’s inflation – the most fundamental driver of bond 
returns – is well contained. 

• Global growth is slowing, providing an environment where 
bonds usually perform well. 

Yes, our country has fiscal challenges that could threaten the case for 
our government bonds, but in the absence of a pending default we 
believe those risks will remain parked for now. 

If our punchy bond yields have benign inflation as a companion, we 
think the demand for this asset class will remain strong. Figure 4 
provides graphical evidence of this.

Figure 4: With controlled inflation, South African government 
bonds is a better investment than US cash

The blue line is the relative performance of the South African All Bond 
Index (ALBI) versus an investment in US dollar cash; when the blue 
line trends up, you’re making more money in South Africa bonds than 
in US cash. The red line represents the prices of commodities that 
South Africa exports. 

A rising red line is very important for the health of South Africa’s 
finances. It usually supports the rand, which helps to control inflation, 
which is good for our bonds. If our commodity export basket continues 
to rise, it is likely that our bonds will be a better investment than US cash.

Sources: INET, Obsidian Capital (October 2019) 

Sources: INET, Obsidian Capital (October 2019) 

Source: Federal Reserve Economic Data (August 2019) 
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FIVE ISSUES TRENDING IN MARKETS TODAY 
(CONTINUED)

The reason an inverted yield curve creates so much angst is that 
it usually happens when inflation is rising, and the Fed is forced 
to raise short-term interest rates to get the consumer to pull back 
on their spending. Once the consumer stops spending, businesses 
drop production, and a recession ensues (oversimplified, but you 
get the idea).  

But the recent inversion happened largely because of a drastic fall in 
the long-end of the yield curve, rather than a big rise in the short-end. 
As a result, we believe consumers have not been put under pressure 
like they were at previous inversions. In fact, falling long bond yields 
– from which mortgage interest rates are priced – have allowed 
consumers to refinance their home loans at cheaper interest rates, 
giving them even more capacity to spend. 

The sharpest measure of consumer health is retail sales growth. In 
Figure 6 you can see how this indicator has climbed steadily through 
2019, despite US manufacturing falling sharply. If the red line 
continues to drive higher, manufacturing should naturally pick up to 
meet the demand. 

Figure 6: US retail sales grew steadily in 2019

The conclusion here is that recessions don’t usually happen when 
consumers are still spending. This picture could change if interest 
rates were to move up quickly, or consumer confidence was to fade. 
The former looks unlikely in the short term because central banks 
have turned dovish in the face of slowing global manufacturing; the 
latter could realise if the trade war intensifies. 

5. The real victims of the trade war 
The picture most of us have of China’s economy is that it’s primarily 
an exporter of goods. So, as Donald Trump no doubt schemed, impose 
tariffs on their exports and they should suffer, right? Turns out their 
economy is not what it used to be. 

The most open economy (i.e. how sensitive the country’s economic 
fortunes are to the level of global trade, as measured by imports plus 
exports divided by GDP), is Germany, with more than 80% of their 
GDP reliant on trade. China has migrated down this list in recent 
times to a point where less than 40% of their GDP is trade-reliant. 
The US sits at just under 30%. The point is that China is not just an 
exporter; they now have consumers that drive their growth, just as 
the US does.  

The result of this is that, despite the US and China being the warring 
parties, their economies are not the most vulnerable to the slowdown 
in trade they are causing. While they go hammer and tongs, they’re 
wreaking collateral damage on other, more open economies.  

Theoretically, they could push other economies into recession 
(Germany’s industrial production is already contracting by 6% 
compared to a year ago) before they themselves reach that point. 
Luckily for everyone, there is an important election next year to 
consider that may temper Trump’s will to deepen the trade war. 

In summary 
The rand has only really been weak against the US dollar. As a result, 
there are still other currencies you can buy (Australian dollar, British 
pound, euro) where the valuations allow for the rand to depreciate 
meaningfully.  

With half of all global 10-year bonds yielding less than zero, precious 
metals as an asset class look more attractive to safe-haven investors. 
This might provide an extra underpin for their prices going forward. 

Our domestic bonds have very attractive real yields and with inflation 
contained, we expect their returns to be competitive compared to 
other asset classes, including an investment in US dollar cash. 

A healthy US consumer may push back the occurrence of a recession. 
Consequently, you may be able to stay invested in global equities  
for longer. 

The trade war between the US and China is causing significant 
collateral damage to other economies, especially those who are 
heavily reliant on global trade.

Sources: INET, Obsidian Capital (October 2019) 
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US-China trade negotiations and monetary policy 
dominated global markets into the last quarter 
Over the past year, there were two important themes that dominated 
global markets and continued to do so into the fourth quarter. The 
first was the ongoing US-China trade negotiations, which made 
positive progress in the last quarter, improving market confidence. 
This market driver is however more temporary in nature and has 
been a prominent source of market volatility over the past year 
as negotiations oscillated between productive and futile. More 
importantly, it has been the accommodative monetary policy from 
leading central banks – the second theme – that has kept long-term 
support for global markets intact as global financial conditions have 
remained very relaxed.

Given this supportive backdrop, risk assets outperformed in the fourth 
quarter, led by emerging market equities, while safe-haven assets 
such as global developed market government bonds underperformed 
(as shown in Figure 1).

Figure 1: Asset class returns for 2019

Given the unpredictable nature of the trade negotiations over most of 
2019, the trade deal developments over the fourth quarter were seen 
as constructive as the US and China seemed more willing to reach an 
agreement. By mid-December, Washington and Beijing confirmed 
that an agreement had indeed been reached and would be signed by 
15 January. Under this first phase, the US has agreed to cancel tariffs 
that were due to be instated on 15 December and also to halve the 
15% tariff rate that was implemented on 1 September. In exchange, 
China has agreed to increase its purchases of US farm products, 
open its financial sector further, and has pledged not to devalue  
its currency. 

Accommodative monetary policy from major central banks was 
further extended over the quarter with the US Federal Reserve (the 
Fed) cutting their policy rate by 0.25% to between 1.50% and 1.75%. 
The central bank had lowered their target rate range by a total of 
0.75% over the year in three separate rate cuts in July, September and 
October. At their last meeting in December the Federal Open Market 
Committee signalled that they were now comfortable to pause any 
rate reductions to see the impact of the considerable additional 
stimulus that had been instated this year. The Fed’s dot plot reiterated 
this message, with the median prediction showing rates remaining 
steady for 2020, as shown in Figure 2.

The contraction in the services sector recovered by 
the end of the quarter 

Macroeconomic data releases up until the end of the third quarter 
reflected a slowdown in global growth. The contraction in activity 
was mainly contained within manufacturing sectors, while services 
sectors still pointed towards activity expansion, albeit at a slower 
rate. At the start of October however, economic data reflected that 
this deterioration had also spread to a greater degree into the services 
sector. In particular, the US ISM Non-Manufacturing Purchasing 
Managers’ Index came in much worse than expected, dropping  
3.8 points to 52.6, the lowest level in three years. This index is seen as 
an important leading indicator for activity in the US services sector, 
which makes up more than 70% of US GDP.  The decline therefore 
served as validation to many market participants of the increased 
likelihood of a near-term recession, and consequently dragged down 
markets at the start of the quarter. The indicator however recovered 
again over the remainder of the quarter, reversing some of the 
weakness and supporting markets into year-end. 

Figure 3: US ISM Non-Manufacturing Purchasing Managers’ Index

Source: Morningstar

Source: Federal Open Market Committee

Figure 2: The US Federal Reserve’s December dot plot indicates no 
rate cuts in 2020

Source: fxstreet.com
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MARKET COMMENTARY (CONTINUED)

Locally, the worse-than-expected medium-term 
budget took centre stage  
The most significant development on the South African front was 
the Medium Term Budget Policy Statement that was announced in 
October. Overall, the budget was worse than expected, reflecting 
the stark reality of South Africa’s deteriorating fiscal situation. It was 
forecast that government spending will continue to increase despite 
lagging revenues, as growth is expected to remain low. The lack of 
commitment to rein in spending in line with lower revenues to contain 
future debt requirements was seen as a key negative. The financial 
support that government has lent to State-Owned Enterprises 
(SOEs) together with the significant public sector wage bill has meant 
that both the budget deficit and overall debt are moving towards 
unsustainable levels (as can be seen from Figure 4). This has been 
further aggravated by the weak economic growth outlook.

Figure 4: The South African government’s debt outlook remains bleak 

Given the ever-changing market conditions, staying 
invested remains the better strategy 

Looking back over the last 12 months, it is astonishing to see to what 
extent market conditions have changed relative to the start of 2019. 
At that stage, markets were still recovering from 2018’s significant 
fourth quarter sell-off and trying to digest the monetary policy 
turnaround from the Fed and its potential impact. Over the past year 
we have experienced noteworthy flows from equity into fixed income 
as investors’ appetite for risk waned following 2018’s weakness. 
However, this strategy has not been effective, as 2018’s losses were 
realised and investors consequently lost out on the 2019 equity 
market recovery. The all-important decision of when to re-enter the 
market and at what opportunity cost to overall investment returns 
now remains the challenge. Remaining invested has proven once 
again to be the better strategy over the longer term, with investors 
being rewarded for taking the less comfortable approach.

Following the budget announcement, ratings agency Moody’s revised 
down South Africa’s credit rating outlook from stable to negative, 
given the fiscal deterioration and low-growth environment. Concerns 
included that there is not enough political will to implement all the 
structural changes that are necessary to drive growth higher. 

The South African Reserve Bank (SARB) held their Monetary Policy 
Committee (MPC) meeting in November and left the repo rate 
unchanged at 6.5%. The vote was however split, with two MPC 
members voting for a rate cut on the back of inflation remaining 
below the midpoint of the target range, economic growth being 
under pressure, and the bleak fiscal outlook. Inflation continued to 
trend downwards over the quarter, with core inflation in November 
at +3.9%, the lowest reading since 2011. Going forward, the outlook 
for inflation remains subdued given the low global inflation backdrop, 
weak local demand, and low currency pass-through.  

Source: STANLIB
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FG IP JUPITER 
INCOME FUND OF 
FUNDS

For periods until 31 December 2019

Performance and quartile ranking in sector | Launch date 15 August 2005 

6 months Year to date 1 year 3  years* 5 years* Since 
inception

FG IP Jupiter Income FoF 4.10% 6.33% 8.46% 7.95% 7.98% 8.08%

STeFI Composite Index 3.62% 5.45% 7.34% 7.41% 7.15% 7.33%

SA Multi Asset Income Category Average 4.04% 6.39% 8.38% 7.74% 7.60% 8.00%

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

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

Underlying funds 

• Nedgroup Investments Flexible Income Fund • Prescient Income Provider Fund

• Coronation Strategic Income Fund • SIM Active Income Fund

Performance statistics 

Fund Benchmark

Highest 12-month performance 11.61% 11.77%

Lowest 12-month performance 4.78% 5.17%

% positive months 93.49% 100.00%

The FG IP Jupiter Income Fund of Funds returned +1.60% in the fourth quarter of 2019 and +8.03% over the past 12 months, underperforming the The FG IP Jupiter Income Fund of Funds returned +1.60% in the fourth quarter of 2019 and +8.03% over the past 12 months, underperforming the 
benchmark Alexander Forbes Short Term Fixed Income Index quarterly return of +1.74% and outperforming the 12-month return of +7.29%. The benchmark Alexander Forbes Short Term Fixed Income Index quarterly return of +1.74% and outperforming the 12-month return of +7.29%. The 
Coronation Strategic Income Fund was the worst-performing underlying fund over the quarter, returning +1.32%, as the fund’s 10% offshore allocation Coronation Strategic Income Fund was the worst-performing underlying fund over the quarter, returning +1.32%, as the fund’s 10% offshore allocation 
detracted from performance on the back of the rand appreciating +7.65% relative to the US dollar. No changes were made to the fund over the quarter.detracted from performance on the back of the rand appreciating +7.65% relative to the US dollar. No changes were made to the fund over the quarter.

Asset allocation as at 30 November 2019 

Local Equity Local Property Local Bonds Local Cash Foreign

FG IP Jupiter Income FoF 0% 3% 29% 63% 5%
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FG IP VENUS 
CAUTIOUS FUND OF 
FUNDS

For periods until 31 December 2019

Performance and quartile ranking in sector | Launch date 2 July 2007

6 months Year to date 1 year 3  years* 5 years* Since 
inception

FG IP Venus Cautious FoF 3.85% 10.70% 10.70% 6.80% 6.88% 8.64%

SA Multi Asset Low Equity Category Average 2.68% 8.61% 8.61% 6.02% 5.85% 7.47%

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

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

Underlying funds 

• 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

Performance statistics 

Fund Benchmark

Highest 12-month performance 15.12% 16.56%

Lowest 12-month performance -1.41% -2.82%

% positive months 70.75% 71.43%

The FG IP Venus Cautious Fund of Funds returned +1.77% in the fourth quarter of 2019 and +10.70% over the past 12 months, outperforming the The FG IP Venus Cautious Fund of Funds returned +1.77% in the fourth quarter of 2019 and +10.70% over the past 12 months, outperforming the 
benchmark peer group average quarterly return of +1.51% and the 12-month return of +8.61%. The 36ONE Equity Fund was the best-performing benchmark peer group average quarterly return of +1.51% and the 12-month return of +8.61%. The 36ONE Equity Fund was the best-performing 
underlying fund, returning +5.59%, supported by the fund’s exposure to dual-listed shares, resources and offshore equities. No changes were made to underlying fund, returning +5.59%, supported by the fund’s exposure to dual-listed shares, resources and offshore equities. No changes were made to 
the fund over the quarter.the fund over the quarter.

Asset allocation as at 30 November 2019 

Local Equity Local Property Local Bonds Local Cash Foreign

FG IP Venus Cautious FoF 14% 6% 14% 43% 22%
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FG IP SATURN 
FLEXIBLE FUND OF 
FUNDS

For periods until 31 December 2019

Performance and quartile ranking in sector | Launch date 15 August 2005

6 months Year to date 1 year 3  years* 5 years* Since 
inception

FG IP Saturn Flexible FoF 2.02% 8.88% 3.99% 4.39% 5.82% 10.12%

SA Multi Asset Medium Equity Category Average 1.96% 7.33% 3.33% 4.38% 5.15% 8.83%

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

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

Underlying funds 

• 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

Performance statistics 

Fund Benchmark

Highest 12-month performance 31.40% 26.41%

Lowest 12-month performance -18.22% -15.68%

% positive months 68.64% 66.27%

The FG IP Saturn Flexible Fund of Funds returned +2.67% in the fourth quarter of 2019 and +11.79% over the past 12 months, outperforming The FG IP Saturn Flexible Fund of Funds returned +2.67% in the fourth quarter of 2019 and +11.79% over the past 12 months, outperforming 
the benchmark peer group average quarterly return of +2.00% and the 12-month return of +9.48%. The Truffle SCI Flexible Fund was the best-the benchmark peer group average quarterly return of +2.00% and the 12-month return of +9.48%. The Truffle SCI Flexible Fund was the best-
performing underlying fund, returning +5.77%, as the fund’s exposure to diversified miners, the platinum group metals (PGM) sector and industrial performing underlying fund, returning +5.77%, as the fund’s exposure to diversified miners, the platinum group metals (PGM) sector and industrial 
hedges contributed positively to performance over the quarter. No changes were made to the fund over the quarter.hedges contributed positively to performance over the quarter. No changes were made to the fund over the quarter.

Asset allocation as at 30 November 2019 

Local Equity Local Property Local Bonds Local Cash Foreign

FG IP Saturn Flexible FoF 37% 3% 12% 22% 26%
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FG IP NEPTUNE 
GROWTH FUND OF 
FUNDS

For periods until 31 December 2019

Performance and quartile ranking in sector | Launch date 1 September 2014

6 months Year to date 1 year 3  years* 5 years* Since 
inception

FG IP Neptune Growth FoF 3.89% 11.75% 11.75% 6.68% 6.12% 6.08%

SA Multi Asset High Equity Category Average 2.46% 9.53% 9.53% 5.10% 4.84% 4.91%

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

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

Underlying funds 

• 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

Performance statistics 

Fund Benchmark

Highest 12-month performance 14.27% 12.31%

Lowest 12-month performance -4.84% -5.61%

% positive months 62.30% 60.66%

The FG IP Neptune Growth Fund of Funds returned +3.30% over the fourth quarter of 2019 and +11.75% over the past 12 months, outperforming The FG IP Neptune Growth Fund of Funds returned +3.30% over the fourth quarter of 2019 and +11.75% over the past 12 months, outperforming 
the benchmark peer group average quarterly return of +2.51% and the 12-month return of +9.53%. The Fairtree Equity Prescient Fund was the benchmark peer group average quarterly return of +2.51% and the 12-month return of +9.53%. The Fairtree Equity Prescient Fund was 
the best-performing underlying fund, returning +12.52% over the quarter, as the fund’s platinum and mining exposure contributed positively to the best-performing underlying fund, returning +12.52% over the quarter, as the fund’s platinum and mining exposure contributed positively to 
performance. No changes were made to the fund over the quarter.performance. No changes were made to the fund over the quarter.

Asset allocation as at 30 November 2019 

Local Equity Local Property Local Bonds Local Cash Foreign

FG IP Neptune Growth FoF 45% 4% 9% 15% 28%
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FG IP MERCURY 
EQUITY FUND OF 
FUNDS

For periods until 31 December 2019

Performance and quartile ranking in sector | Launch date 15 August 2005

6 months Year to date 1 year 3  years* 5 years* Since 
inception

FG IP Mercury Equity FoF 1.88% 8.18% 8.18% 3.70% 3.32% 9.89%

FTSE/JSE Africa All Share (Total Return) -0.14% 12.05% 12.05% 7.42% 5.99% 12.61%

SA Equity General Category Average 0.52% 8.04% 8.04% 3.48% 2.91% 10.12%

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

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

Underlying funds 

• 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 

• Laurium Equity Prescient Fund

Performance statistics 

Fund Benchmark

Highest 12-month performance 41.30% 48.30%

Lowest 12-month performance -31.68% -37.60%

% positive months 62.13% 62.13%

The FG IP Mercury Equity Fund of Funds returned +4.04% in the fourth quarter of 2019 and +8.18% over the past 12 months, underperforming The FG IP Mercury Equity Fund of Funds returned +4.04% in the fourth quarter of 2019 and +8.18% over the past 12 months, underperforming 
the +4.63% quarterly return of the benchmark FTSE/JSE All Share Total Return Index as well as the 12-month return of +12.05%. The Old Mutual the +4.63% quarterly return of the benchmark FTSE/JSE All Share Total Return Index as well as the 12-month return of +12.05%. The Old Mutual 
Global Equity Fund was the worst-performing underlying fund over the quarter, returning -0.16%, as the rand’s 7.65% appreciation relative to the Global Equity Fund was the worst-performing underlying fund over the quarter, returning -0.16%, as the rand’s 7.65% appreciation relative to the 
US dollar detracted from performance. No changes were made to the fund over the quarter.US dollar detracted from performance. No changes were made to the fund over the quarter.

Asset allocation as at 30 November 2019 

Local Equity Local Property Local Bonds Local Cash Foreign

FG IP Mercury Equity FoF 72% 5% 0% 7% 16%
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FG IP 
INTERNATIONAL 
FLEXIBLE FUND OF 
FUNDS
For periods until 31 December 2019

Performance and quartile ranking in sector | Launch date 17 October 2007

6 months Year to date 1 year 3  years* 5 years* Since 
inception

FG IP International Flexible FoF 4.59% 14.04% 14.04% 7.70% 8.30% 8.71%

Benchmark 5.48% 15.82% 15.82% 8.14% 9.23% 9.85%

Global - Multi Asset - Flexible Average 5.48% 15.82% 15.82% 8.14% 8.16% 8.52%

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

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

Underlying funds 

• FGAM Global Cautious Fund • FGAM Global Growth Fund

• Investec Global Strategic Managed Fund • Nedgroup Global Flexible Fund

• Merian World Equity Fund

Performance statistics 

Fund Benchmark

Highest 12-month performance 40.26% 34.52%

Lowest 12-month performance -16.99% -15.05%

% positive months 56.64% 59.03%

The FG International Flexible Fund of Funds returned -1.75% in the fourth quarter of 2019 and +14.04% over the past 12 months, underperforming The FG International Flexible Fund of Funds returned -1.75% in the fourth quarter of 2019 and +14.04% over the past 12 months, underperforming 
the benchmark peer group average quarterly return of -1.18% and the 12-month return of +15.82%. The rand’s 7.65% appreciation relative to the the benchmark peer group average quarterly return of -1.18% and the 12-month return of +15.82%. The rand’s 7.65% appreciation relative to the 
US dollar over the quarter was a significant detractor of the feeder fund’s overall performance. The FGAM Global Cautious Fund was the worst-US dollar over the quarter was a significant detractor of the feeder fund’s overall performance. The FGAM Global Cautious Fund was the worst-
performing underlying fund over the quarter, returning -3.94%, as the fund’s lower relative allocation to global equities created the lag in relative performing underlying fund over the quarter, returning -3.94%, as the fund’s lower relative allocation to global equities created the lag in relative 
performance. No changes were made to the fund over the quarter.performance. No changes were made to the fund over the quarter.

Asset allocation as at 30 November 2019 

Local Equity Local Property Local Bonds Local Cash Foreign

FG IP International Flexible FoF 64% 9% 17% 7% 3%

USD GBP EUR JPY Other ZAR

Currency Breakdown 58% 4% 14% 7% 15% 3%
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MARKET PERFORMANCE

Index Asset Class 1Q 2019 2Q 2019 3Q 2019 4Q 2019 Last 12 months
Year to Date 
2019*

STeFI Composite Index Local Cash 1.77% 1.80% 1.79% 1.74% 7.29% 7.29%

BEASSA ALBI Total Return Index Local Bonds 3.81% 3.70% 0.74% 1.73% 10.32% 10.32%

FTSE/JSE SA Listed Property 
Index (Total Return)

Local Property 1.45% 4.52% -4.44% 0.58% 1.92% 1.92%

FTSE/JSE Africa All Share Index 
(Total Return)

Local Shares 7.97% 3.92% -4.57% 4.63% 12.05% 12.05%

JP Morgan World Govt Bond 
Index (USD)

Global Bonds 1.82% 3.49% 1.14% -0.52% 6.02% 6.02%

EPRA/NAREIT Global Index 
(USD)

Global Property 13.98% -0.90% 2.49% 2.63% 18.82% 18.82%

MSCI AC World Index (USD) Global Shares 11.61% 2.93% -0.53% 8.56% 24.05% 24.05%

USD/ZAR (+ weaker ZAR, - 
stronger ZAR)

Exchange Rate 0.70% -2.50% 7.49% -7.65% -2.54% -2.54%

*( Return until 31 December 2019)*( Return until 31 December 2019)
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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. FG 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. FG Asset Management is a licenced Financial Services 
Provider FSP number 20987.

All FG Investment Partners member firms are approved Financial Services Providers and carry Category II licences.  
Please visit www.fgip.co.za for details.

INDEPENDENT      
TRANSPARENT       
COMPETENT

www.fgip.co.za

CONTACT US

CAPE TOWN:

Borland Financial Services Group (Pty) Ltd
Sarah Crone: sarah@fgip.co.za
Tel: 082 321 4550

DURBAN:

Borland Financial Services Group (Pty) Ltd
Mike Borland: mikeb@fgip.co.za
Sarah Crone: sarah@fgip.co.za
Tammy Loots: tammy@fgip.co.za
Dee Sunny: dee@fgip.co.za 
Tel: 031 202 9113

Harcourt Martens & Associates (Pty) Ltd
Sandy Aitken-Rose: sandy@fgip.co.za 
Tel: 082 576 2371

JOHANNESBURG:

Bear Vision Investment Services (Pty) Ltd
Klaas Venter: klaas@fgip.co.za
Tel: 011 431 1201

FG Family Office (Pty) Ltd
Hendrik Fourie: hennie@fgic.co.za
Riaan Kemp: riaan@fgic.co.za
Tel: 011 782 1200

Finleks (Pty) Ltd
Jacques du Plessis: jacques@fgip.co.za
Tel: 011 552 7345

FIRSTGLOBAL Capital (Pty) Ltd
Ernst Beukes: ernst@fgip.co.za
Tel: 011 476 0676

PRETORIA:

FIRSTGLOBAL Capital (Pty) Ltd
John Swart: john@fgip.co.za
Jan Labuschagne: jan@fgip.co.za
Karen Kruys: karen@fgip.co.za 
Tel: 012 460 5007

Global Wealth Advisory 
Kobus Venter: kobus@fgip.co.za
Adri Viljoen: adri@fgip.co.za
Tel: 012 460 5007

RICHARDS BAY:

Harcourt Martens & Associates (Pty) Ltd
Mike Harcourt: mikeh@fgip.co.za
Louwrens Badenhorst: louwrens@fgip.co.za
Tel: 035 789 8525




