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South Africans’ deep concern over the country’s 
future is not a first 
On a recent British Airways flight I browsed through the in-flight 

magazine as I usually do to kill time. What struck me was the number of 

advertisements from a variety of overseas property agents and developers, 

honing in on South African citizens with offers of property investments 

abroad, including securing permanent residence in the process. Seminars 

are being presented on South African soil to the many South Africans who 

have lost faith and who have become deeply concerned about their and 

their children’s future. Facilitators stand ready with forms to sign for those 

who have crossed the line.

Having been in the financial services industry for over 30 years, it reminded 

me of a time during 2001 when a similar exodus took place. The rand was 

tumbling – having lost 33.85% against the US dollar in the preceding  

12 months – and property prices were languishing at five-year lows.  

In that year, many South Africans sold their properties and exchanged 

their paltry proceeds for US dollars (at depressed exchange rates), taking 

a double hit as it were.

In the following year (2002), the rand appreciated by 28.91% against the 

US dollar, and a year later the biggest bull run ever in the South African 

property market took off – from very low levels of course. House prices 

doubled in less than five years.

Despite the gloom, several positive 
developments signal a change for the better 
This year, I have come across the same degree of pessimism and even 

lower business confidence. South Africans are concerned and justifiably 

so. There are many reasons to feel depressed about the state of our 

nation and I don’t need to reiterate those reasons.

However, as global financial planners and investment managers, it is our 

duty to advise our clients not to lose sight of the large number of positives 

since these cannot go unnoticed. The table below, courtesy of Fairtree 

Asset Management, summarises several significant improvements  

and important steps taken since Cyril Ramaphosa was elected as 

president. Yes, it will take years for the damage caused by the previous 

regime to be reversed, but we can take heart – progress is being made.

Our investment strategy remains rooted in 
global diversification, including South Africa
Again, we wish to assure all our clients that we continue to follow a 

strategy of global diversification, and that includes South Africa. As you 

know, more than 60% of the JSE is made up of companies with offshore 

exposure in which we invest and there are currently some gems to be 

found in the remaining South African-based stocks.

Unsurprisingly, we thought it necessary to include a number of positive 

articles in this last edition of 2019 – written by experts in their fields. 

We also include a summary of notes and observations from our recent 

London Think Tank conference, providing some interesting and valuable 

global views.

Make the best of what is left of 2019!

The FIRSTGLOBAL Asset Management Investment Team

What President Ramaphosa has achieved 
since taking over at the helm of the ANC  
and the state
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Government structures SOE institutional clean-up

Corruption clampdown

Molefe, Singh and Koko out 
14 senior resignations

Cabinet reduced from 36 to 28 positions

Eskom overhaul
Rightsizing of 
government

Cleaning up of 
party structures

Mayors, 
councillors  
and senior  

civil servants

HawksNPASARS

New, credible leadership replacing those implicated

1 000 disciplinary cases
44 referred to SIU

Government departments reduced from 40 to 35

Weakened Youth League & Women’s League

Restructured Luthuli House  
and the Secretary Generals’ Office

New boards and management at the PIC, Transnet, Denel, 
South African Airways and PRASA. 

Cases being formed against Eskom leadership,  
Estina Dairy Farm, Julius Malema, and Steinhoff

Opened >1 000 cases 
against tax evaders

State Capture SIU 
Revived the Asset 

Forfeiture Unit 
9 officers arrested

State Capture SIU 
Revived the Asset 

Forfeiture Unit 

Fired/resigned:

At least:

Zuma  
Brown

Mokonyana      

Gigaba
Muthambi         

Dlamini

17 arrests
8 resignations

8 suspensions/terminations

Zwane
Mahlobo
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Investing is hard! Let no one ever tell you that simply putting money aside on a 
monthly basis will solve all your retirement problems without a proper strategy. 
It is estimated that up to 80% of your retirement “pot” is likely to come from 
the growth in your monthly savings rather than the actual savings themselves.  
As such, we need to give the appropriate attention to how this money  
is invested.

Fortunately, the world of investments is constantly evolving and, in many ways, 
we now have more opportunities and tools at our disposal than previous 
generations had. So how does the current landscape of investing stack up 
relative to the world of your parents?

Nine investment elements your parents wish  
they had 

1. Choice: We are currently spoiled for choice. There have never been 
more funds, more managers and more investment platforms than we 
have at the moment. One of the benefits of this is diversification, the one 
genuinely free lunch in investing. The more independent sources of return 
we can identify, the greater the levels of diversification, the smoother the 
ride to a secure retirement. The other benefit of having more managers 
and product providers is the increased competition, which – over the long 
run – drives down the fees that investors pay.

2. Technology: Choice leads to complexity and overcoming complexity 
requires insights, data processing and visualisation tools. Our 
environments abound with self-help, online tools such as robo-advisors 
through to sophisticated software used by financial advisors to map out 
their clients’ futures, identify opportunities and create a customised plan 
for each individual. Our methods of portfolio construction have never 
been more thorough, more personalised or more comprehensive. This 
allows you to understand how much you need to invest, what your 
growth expectations are, and where the gaps in your savings regime 
exist, all shown in visually appealing and simple-to-understand graphics. 

3. Insights: A massive upside to technology is the ability to understand 
where performance comes from and how to manage your investment 
plan accordingly. Examples of this are:

a) understanding the styles that underpin equity investing, stripping out 
how much of that is systematic bias and then replicating this through 
lower cost smart beta products;

b) appreciating when interest-bearing investments are likely to 
outperform equities and vice versa; and

c) understanding the impact of currency movements on your portfolio.  

4. Costs: “Aha, you say – but all this comes at increased cost!” Actually, 
no. Costs have been declining for years, both locally and internationally, 
particularly within the active manager space. In fact, the average consumer 
pays less than two-thirds of typical unit trust fees in the 1990s, and the 

rise of passive investing has given investors access to the performance of 
markets at almost negligible costs.

5. Opportunity: South Africans have seen their ability to invest internationally 
increase significantly over the years from 1% of their retirement portfolio 
in the early 1990s to 30% today, with an additional 10% allowance for 
Africa. South Africans are also individually entitled to take R10 million 
foreign investment allowance offshore every calendar year. This ability 
to internationalise your investments ensures that, as an individual, your 
prospects are not solely linked to the successes (and failures) of your 
home country, but you can participate in the asset growth of global 
economies.

6. Accessibility: Platforms abound. In the past investments into, for 
example, unit trusts, had to be done directly with that company’s 
management company leading to difficulties (and inertia) when one 
wished to re-allocate assets. Today there are multiple platforms, with 
very low switching fees, with low cost and negotiated access to the 
bulk of products, all bringing you the up-to-date aggregated valuation, 
asset class breakdown and performance of the various funds within your 
personal portfolio – all available online and providing almost immediate 
response so that you can understand your wealth status on demand.

7. Implementation: The second wave of choice is vehicles. One is no 
longer limited to single investments products but can invest in vehicles 
ranging from exchange-traded funds to exchange-traded notes, to unit 
trusts to endowments and, of course, directly into individual instruments, 
for example shares. Each vehicle comes with its own attributes, costs 
and benefits, and further enhances the ability of individuals to tailor-make 
a strategy that conforms to their own needs.

8. Expanded asset set: The world of private investments including direct 
property, private equity (and debt) and, not least, hedge funds, used to 
be the preserve of only institutions and high-net-worth individuals. Recent 
legislation has opened these up to the average investor, allowing them 
to diversify structures and access the illiquidity premium associated with 
restricted/lock-away investing.

9. Legislation: The regulatory framework that underpins the investment 
environment has never been stronger – no more ‘fly-by-night’ advisors 
promoting ill-considered products without taking responsibility for the 
consequences. The latest laws, including Treating Clients Fairly, allow clients 
to hold advisors to account and ensure that products are not only correctly 
represented and sold, but that they are appropriate for your circumstances.

The world of investing remains a scary place for the uninitiated and 
uninformed but we have at our disposal the most comprehensive set of 
tools for improving our understanding, and creating a plan that services our 
individual needs and our individual risks. There truly has never been a better 
time to be an investor.

It’s never been  
a better time to  
be an investor
 

Adapted from an article by  
Guy Fletcher 
Head of Client Solutions 
& Research at Sanlam 
Investments
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Volatility – are there 
opportunities?

Adapted from views expressed at a panel 
discussion hosted by Glacier by Sanlam
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Glacier by Sanlam recently hosted a panel discussion with leading asset 
managers, to discuss volatility – the opportunities it presents and where they’re 
currently finding value.

The panel comprised:
• Gail Daniel – Portfolio Manager at Investec Asset Management
• Michael Moyle – Head of Multi-Asset at Prudential Asset Managers
• Mikhail Motala – Assistant Fund Manager at PSG Asset Management
• Brian Thomas – Co-Portfolio Manager and Retail Analyst at Laurium Capital
• Rob Spanjaard – Chief Investment Officer and Portfolio Manager at Rezco 

Asset Management

In welcoming guests, research and investment analyst Shawn Phillips stated 
that South Africans are generally quite resilient, despite the constant negative 
headlines.

Even so, many financial advisors acknowledged that there are clients wanting 
to de-risk their portfolios and move to cash. “If you do this, you need to get 
your timing right twice,” said Shawn. “Firstly, when to sell out of the market, 
and secondly, when to move back. That’s an almost impossible task,” he said.

Some of the challenges investors face include:
• A volatile, uncertain global environment
• Low domestic business confidence and investor sentiment
• Politics dominating the headlines

As an interdependent economy, South Africa is affected by what happens 
globally. Towards the end of 2018 local markets performed poorly and global 
fixed interest seemed to be the most attractive asset class. Things improved 
during the first quarter of 2019, May was a terrible month for local and global 
markets, and by June things started to improve slightly. “Overall, investors have 
been rewarded for sticking to risky assets this year,” said Shawn.

Key talking points
Defining volatility (Investec, PSG)

“Volatility is something to embrace,” said Mikhail Motala of PSG. “It’s the 
price you pay for returns. We need to separate volatility from risk. Volatility 
is a change in price, it’s not a capital loss,” he said. Gail Daniel of Investec 
stated that she always trades in the same direction as volatility. “We love upside 
volatility,” she said.

Is there more value in the current local market versus offshore? 
(Prudential, Rezco, Laurium, Investec)

Michael Moyle of Prudential said that, broadly, there isn’t a lot to choose from 
between South Africa and some emerging markets. The Prudential team has 
exposure to South Korea and Indonesia. “We have overweight exposure to 
both South Africa and emerging markets,” he said, “but prudential limits in 
terms of regulation mean that we have more exposure to South African 
equities.”

Rob Spanjaard of Rezco said that they’ve been concerned about the economy. 
“We’ve been lost in internal politics, there’s policy inaction and we need Eskom 
fixed,” he said. “Foreign investors will lose patience with us if these things aren’t 
fixed soon.” Rob stated that there are opportunities to be found internationally 
if one looks around, as the opportunity set is much bigger.

Brian Thomas of Laurium said that it’s difficult to only consider South Africa 
versus offshore. “In the ALSI you have so much that’s not only South African,” 
he said. “In the ALSI – the broadest measure – you only have 35% South 
African exposure. The Capped Swix has closer to 45%-50% because Naspers 
is capped out.”

According to Rob, when quantitative easing (QE) started 10 years ago, every 
bank started printing money. “In South Africa we have a different regime. It will 
be a problem for us. It will result in hyper-inflation.” Gail stated that QE is not 
working in Europe, where it’s been pushed the furthest. “The figures coming 
out of Germany are really bad,” she said. “Politicians love it,” said Rob, “as they 
don’t have to tax people more than they already are.”

Is there a need for protection considering the volatility we have 

experienced? (Laurium, Investec, Rezco)

Brian said that the team at Laurium looks at exposure to various 
asset classes in the balanced fund. “We look a year ahead,” he said.  
Once the team gets to the return required, they look to lock in returns at 
that point. “We’re able to very cheaply hedge exposure.”

Gail said that it’s possible to protect funds in a lot of ways. “I don’t like options,” 
she said. “They take time to unwind.” She said that it’s possible to use US 
bonds or even gold. “I like to trade in highly liquid shares,” she said, “then I’m 
able to sell as soon as I need to. We don’t like government bonds. The value 
case is there, but it’s not supported by the level of the rand.”

According to Rob, bonds work differently in the US versus South Africa.  
“In South Africa, because it’s an emerging market, equities and bonds move 
together. In the US, it works the other way around.”
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Volatility – are there opportunities? (continued)

What is the importance of proper asset allocation in these 

low-return environments for risky assets? (Prudential, Rezco, 

Laurium)

Over the last five years equity and property haven’t behaved as they 

have in the past. The past five years have shown muted returns.

According to Michael, the starting point is always profiling and positioning 

the portfolio correctly from a risk point of view. “Keep risk allocation in 

mind when allocating to different asset classes. You need diversification 

for when growth assets don’t deliver.”

“Balanced funds have different styles,” said Rob. “The argument in 

favour of passive funds, i.e. that active managers don’t add value, is 

nonsense.” He explained that the last 10 years has been a bull market. 

Currently managers do not run at Regulation 28 limits because of 

risks to be managed.  “Asset allocation is hugely important and active 

managers do add value,” he stated.

“Just sticking with a level because Regulation 28 says that’s the level is 

nonsensical,” said Brian.  “Active managers look at what’s happening in 

the world around them and allocate accordingly.”

Dealing with governance issues (PSG, Rezco)

According to Mikhail, PSG looks at qualitative factors, but manages 

the price. They ask themselves how important management is in the 

investment process of the company. “We try to incorporate a governance 

overlay,” he said.

Rob said that Rezco doesn’t index.  “We won’t own something just 

because it’s in an index.  For example, Steinhoff fitted in with the 

argument around growth at the right price. We looked at the share. 

But we had reservations around how the company was being run, and 

that’s why we didn’t own Steinhoff. Currently, we’re concerned about 

Naspers. Management is ethical, but our concerns are around the 

Chinese government – and they dictate what happens with Tencent.”

What are the macro events that could influence the market for 

the rest of 2019? (Investec, Prudential) 

According to Gail, there’s a lot that can go wrong across the globe. 

“There are a lot of risks out there,” she said. “Locally, South Africa is so 

dependent on President Ramaphosa. If anything had to go wrong there, 

things could get really bad. The geopolitical environment in general is 

unstable and deteriorating fast. We realise the need for caution. We 

have gold or bonds to hedge against risk. Over a 5- to 10-year period 

we expect to see a shift to country allocation. We believe Africa has had 

its chance,” she said.

Michael stated that there’s also a chance that there’s no global slowdown 

or recession. “We could have a fantastic year for risk assets,” he said. 

However, a US recession will derail everything. “There will be one at 

some point – it’s just the nature of how the cycles work,” he added.

Brian added that President Trump will do as much as possible to avoid 

a recession. “He’ll push hard to get re-elected, and the S&P 500 is his 

scorecard.”

According to Rob, Western politics is polarised. “The next five years 

won’t look like the last five years.  There are multi-year trends that are 

starting to come to an end. We need flexibility. What’s worked over 

the last three years won’t necessarily work going forward. The worst 

mistake is to put everything in a fixed deposit. If something goes wrong 

in South Africa, then the investor is sitting with everything in cash.”

The view on Eskom debt (PSG, Laurium, Investec)

Mikhail stated that Eskom’s debt is the single biggest issue facing our 

country. “We do own Eskom bonds,” he said, “but only those that are 

government guaranteed.” According to Mikhail South Africa’s debt is 

not that bad when compared to other emerging markets, or even when 

compared to developed markets. “We’re taking a balanced view – 

there’s a lot of negativity priced in,” he said.

Brian said that Laurium has government bonds, but not Eskom. “We can 

find other, better, opportunities in the fixed income space,” he said.

Gail believes that splitting Eskom into three separate units will be a 

complex task. “Many municipalities are not paying money across 

to Eskom. They have to get the collection process right,” she said.  

“They employ more people than 10 years ago but produce less electricity.  

A new structure may buy Eskom time, but it’s not the solution.”

The role of artificial intelligence (AI) in the investment process 

(Rezco, Investec) 

“AI can process a huge amount of data,” said Rob. “We do use it,  

but we blend it into our process.” 

“Fund management is about making decisions, so don’t forget common 

sense,” said Gail.  “We can be aided by machines, but we still need to 

look at the nuances in every situation.”
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Volatility – are there opportunities? (continued)

Audience questions 
Are South Africans “obsessed” with equities? 

In addressing this question from the audience, Brian said if we go back 

to the early 1900s and look at the S&P 500 versus the US bond market, 

we see that the S&P 500 has delivered around 6.5% per annum real 

return and the US bond market 3.2% per annum real return. “We believe 

equities will continue to outperform bonds over 50-, 10- and even 5-year 

periods,” he said. “We believe this will be the case in South Africa too. 

Now is the wrong time to pull out of the market.”

Gail stated that a key point to remember is that the Fed runs the US 

equity market. “President Trump has staked his credibility on the S&P 

500, whereas Germany for instance, is different. Germany runs on the 

bond market. The US is still a good environment; we’ve still got the Fed 

targeting the S&P 500.”

Views on Sasol

Another audience question had to do with the panel’s thoughts on 

Sasol, going forward.  Panelists were divided in their views.

“We’ve added to our Sasol position.  But it’s a moving target – there are 

management issues, cost over-runs etc. – and the market is not willing 

to put value on this, but we think this is an extreme viewpoint.” 

Michael Moyle

“The earnings positions are non-existent. We don’t like the share, 

although it is interesting. There’s a large value case, but we’ll take a 

wait-and-see approach. It’s a complicated business.” 

Gail Daniel

“It does screen as very cheap for us. We’ve spent time engaging 

with management on the underperformance. Also, they need to drive 

environmental change.” 

Brian Thomas

 
Are you concerned that there aren’t enough listings on the JSE? 

“No new listings is a signal that we are closer to the bottom of the cycle. 

When the market turns, that will change and we’ll see more listings.”

Mikhail Motala

“People are tired of the Africa story. We don’t see evidence that things 

are getting better.”

Gail Daniel

“It amazes me that we haven’t seen more secondary listings in  

South Africa. Investment banks are missing out on opportunities.”

Brian Thomas

Stay disciplined and focused

In wrapping up the day’s session, Shawn pointed out that investors 

are still focused on the last few years. “Dips in the market, or what 

investors experience as volatility, eventually become small blips in the 

longer term,” he said.

“Investors need to stay disciplined and focused and remain invested,” 

said Shawn. Three key elements to this include:
• Having a strategic investment plan and sticking to it
• Remembering that diversification is key
• Focusing on the long-term goal and avoiding short-term “noise” in the 

market.

Please feel free to discuss these views in further detail with your  

FG advisor.

 

Page 05



We are in the longest economic expansion in 
history and many are predicting its end soon 
The risks of a recession have increased this year as manufacturing and trade 
have slumped. Business confidence is subdued and uncertainty is high. 
There is a risk of the recession in manufacturing spilling over into the key 
services sector. 

But expansions don’t just die of old age and recessions have become less 
frequent in recent decades. Just-in-time inventory management and the 
structural shift of economies to services have reduced the cyclicality of 
economies. On the other hand, there are few if any signs of the capacity 
shortages, wage rises and excesses that would trigger inflation and require 
a sudden and unexpected tightening in monetary policy. In fact, the reverse 
is currently true. Employment has been strong, underpinning consumer 
spending, yet wages have remained subdued, and the services sector 
remains in expansionary territory. The trend rate of growth is declining but 
that is not the same as a recession. 

The current economic climate is not conducive to 
a recession
Most post-war recessions began when the US economy got too hot, inflation 
picked up and the Fed raised rates to choke off demand. Today, central 
banks are struggling with a lack of inflation, not too much inflation. Monetary 
policy has eased this year and will ease further – rates are set to stay low or 
negative across the developed world for some years, providing continuing 
support to economies. 

All of this is likely to extend the cycle: the economy will be slower for longer, 
and interest rates will be lower for longer. This provides a powerful case 
for remaining invested. I would in any case urge you not to spend time 
predicting the timing of the next recession – it has rarely if ever provided a 
good foundation for investment success. 

But we do need to be aware of the growing risks 
and build resilience in our portfolios 
Equities will continue to provide the core capital growth component of our 
portfolios but in recognition of the raised risks, some defensive assets should 
be held. With credit risks rising as the economy slows, we are cautious about 
corporate bonds, particularly in the high-yield sector, where we appear to be 
in the later stages of the credit cycle. Most advanced economy government 
bonds are uninvestable for valuation reasons, but US treasuries offer 
protection from recession, albeit at lower levels than historically. US treasury 
inflation-protected securities provide the ultimate safe haven, offering some 
protection from both deflation and inflation.

Within equities we strongly believe that a balance of value, growth and quality 
stocks should be held. Many investors have thrown in the towel on value but 
as we saw earlier this month, any back-up in the discount rate will have a 
disproportionate impact on highly rated growth stocks while value stocks, at 
near record-low valuations, will benefit. Predicting the timing of such shifts is 
impossible and we prefer to keep a balance to give us more defensiveness 
in our portfolios. 

With bond yields at or close to all-time lows and near certain to offer investors 
negative real yields if held to maturity, the search for income has intensified. 
We see opportunities in emerging market debt, both government and 
corporate, and we have found some highly attractive alternative income 
sources. With all these investments we believe it is essential to manage 
a potential liquidity mis-match and we will only invest via permanent but 
tradeable pools of capital. 

The future is more uncertain than ever, which 
means diversification is critical
We are in extraordinary times with deep fractures that are challenging the 
post-war international order and wholly unprecedented conditions in cash 
and fixed income markets. More than ever, we cannot possibly predict the 
outcome with confidence, and the outcomes could be extreme. But this 
does not mean you should be taking extreme positions in portfolios – it is 
in our view a powerful case for broad and deep diversification across and 
within asset classes. Stay invested, ensure proper diversification across 
uncorrelated assets, don’t assume that inflation is dead for ever, keep some 
ultimate insurance (gold), and I am confident the world’s fractures can be 
successfully navigated.
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Navigating the 
fractured market 
environment   

Adapted from views 
expressed by Glyn Owen, 
MGIM Investment Director, 
at The Think Tank 2019, 
hosted by Momentum Global 
Investment Management
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MARKET COMMENTARY
Jacy Harington
Portfolio Manager I FIRSTGLOBAL Asset Management 

Over the third quarter of 2019 we saw reiterations 
of the second quarter’s themes
The trade negotiation rollercoaster between the US and China 
continued, intensifying market volatility and fueling investor uncertainty. 
Geopolitical developments also diminished investor confidence, 
adding to market instability. On a macro front, we saw further evidence 
of slowing global growth, particularly within the trade-sensitive 
manufacturing sector. 

Uncertainty relating to trade negotiations created 
a significant amount of market volatility
Following on from the significant market weakness in May when trade 
tensions first escalated, the US and China agreed on a truce at the  
G20 summit in Osaka towards the end of June. Any further 
developments related to the trade negotiations were key drivers 
of market sentiment over the course of the third quarter, creating a 
significant amount of volatility. The market oscillated between rallies 
and risk aversion as President Trump’s unpredictable and inconsistent 
negotiating approach unfolded.

The feared negative effects of ongoing trade 
tensions are now starting to become visible
At the end of September we were no closer to any sort of agreement. 
The feared negative repercussions of the trade tensions are now 
starting to become more visible in several economic indicators.  
There is hope that a resolution will be reached as we get closer to the 
US election next year; however, the path to get there is expected to be 
a rocky one. 

Thankfully, the further 
easing of global 
monetary policy  
from central banks 
provided some respite
Globally, central banks further 
extended their accommodative 
monetary policy, providing some 
support for global financial 
markets over the quarter. Since 
the start of this year it has been 
this easing of monetary policy 
that has been a key positive 
driver for markets in an otherwise 
trying environment.

The US Federal Reserve cut interest rates for the 
second time since the financial crisis
The US Federal Reserve (the Fed) lowered its policy rate by 50 basis 
points through two rate cuts less than two months apart to finish 
the quarter within the 1.75%-2.00% target range. The Federal Open 
Market Committee (FOMC) also announced that the shrinking of the 
Fed’s balance sheet (quantitative tightening) would be concluded in 
August − two months earlier than previously indicated. Both cuts were 
widely anticipated and in line with expectations. The latest rate cut in 
September was the second rate cut since the 2008 global financial 
crisis (as shown in Figure 2). The FOMC was however divided over 
both the decision to cut rates and the outlook for further reductions. 
Fed Chairman Jerome Powell left the door open for additional rate cuts 
citing the global slowdown, aggravated by the trade policy uncertainty, 
as the reason. The health of the US consumer was seen as a positive 
amid concerns over the weakness in manufacturing and the slowdown 
in business investment. 

The European Central Bank also cut its deposit 
rate and relaunched its bond-buying programme
The European Central Bank (ECB) also cut its deposit rate by  
10 basis points, leaving it at -0.50%, while the main refinancing rate  
was left unchanged at 0.00%. In addition, the bank also relaunched its 
€20 billion bond-buying programme. For the first time, the ECB did not 
attach any fixed timeframe to when it will review accommodative policy 
but rather left it open-ended and dependent on the inflation rate. 

Figure 1: How central bank policy 
rates have changed since the start 
of 2018

Figure 2: The US federal funds rate since the 2008 financial crisis
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Geopolitical events escalated global trade 
uncertainty, putting pressure on local markets
The attack on Saudi Arabian state-owned oil facilities triggered a 
spike in oil prices mid-September as the country’s oil production was 
estimated to have been halved. Although the extreme energy price 
movements had reversed again before quarter-end, the allegation 
from the US that Iran was responsible for the attacks further escalated 
tensions between these two nations. 

At the end of July, Boris Johnson was elected as the new British 
Prime Minister. However, despite explicit promises that Brexit will be 
completed by the end of October, little real progress has been made. 
A key development was the restriction by Parliament on the Prime 
Minster to leave the EU without a deal on 31 October, which makes a 
third postponement more likely. 

Given this global backdrop, local equity markets came under pressure 
alongside other emerging markets as global growth concerns grew 
with the escalation of global trade uncertainty. 

A number of key local developments put further 
downward pressure on local markets
A special appropriation bill was announced that will see Eskom 
receive an additional R59 billion over the next two years − more than 
double the annual R23 billion financial assistance that was set aside 
in the March 2019 Budget. This announcement was soon followed by  
a response from ratings agency Moody’s, warning that the increase in 
support for Eskom was regarded as ‘credit negative’. Notwithstanding 
the bill, which highlighted the severity of South Africa’s fiscal deficit and 
debt deterioration, and given the country’s slow growth environment, 
Moody’s still stated in September that a downgrade in November  
is unlikely. 

South African GDP has grown by only 0.9% over 
the past 12 months
The South African Reserve Bank’s Monetary Policy Committee 
unanimously voted to cut its benchmark repo rate by 25 basis points 
to 6.5% in July, with both growth and inflation forecasts revised lower. 
This was the first policy rate change since the hike of 25 basis points 
in November 2018. At the September meeting the committee voted 
to keep the policy rate unchanged, citing that the risks to the inflation 
outlook remained balanced and reiterating their commitment to 
lowering inflation expectations. The most recent annual inflation rate 
released for August showed an increase from 4.0% to 4.3%. Although 
this increase was higher than expected, it is still below the midpoint 
target of 4.5%. Following the 3.1% contraction in GDP in the first 
quarter, the second quarter’s GDP exceeded expectations, showing a 
3.1% rebound of growth, driven by the rebound in mining production. 
This translates into South Africa’s GDP growing by only 0.9% over the 
past 12 months.  

It is these periods of heightened volatility 
that present some of the greatest buying 
opportunities
Overall, market volatility has become a more common market feature 
as investors have become increasingly apprehensive over the ability 
of the late economic cycle to withstand uncertain (trade) policies and 
geopolitical events. At the end of the day the incremental positive effect 
of any additional monetary policy support is also getting smaller and 
smaller, with the next policy tool potentially taking the form of fiscal 
stimulation. Although remaining invested in the midst of increased 
market volatility can be uncomfortable, it is important to remember that 
it is in fact these periods of heightened volatility that provide our fund 
managers with the some of the greatest buying opportunities. 

Figure 3: 12-month performance of the South African equity market 
(FTSE/JSE All Share Index)

Source: Morningstar



FOR PERIODS UNTIL 30 SEPTEMBER 2019

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

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

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% 28% 64% 5%

Nedgroup Investments Flexible Income Fund Prescient Income Provider Fund

Coronation Strategic Income Fund SIM Active Income Fund

FUND BENCHMARK

Highest 12-month performance 11.61% 11.77%

Lowest 12-month performance 4.78% 5.17%

% positive months 93.49% 100.00%

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

Asset Allocation | as at 31 August 2019

Underlying Funds

Performance Statistics

The FG IP Jupiter Income Fund of Funds returned +1.90% in the third quarter of 2019 and +8.46% over the past 12 months, outperforming the benchmark 
Alexander Forbes Short Term Fixed Income Index quarterly return of +1.79% and 12-month return of +7.34%. The Nedgroup Investments Flexible Income Fund 
was the best-performing underlying fund over the quarter, returning +2.30%, while the SIM Active Income Fund’s performance (+1.72%) lagged as it had no 
offshore exposure. 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 3.51% 8.78% 6.93% 6.35% 7.22% 8.67%

SA Multi Asset Low Equity Category Average 2.87% 6.99% 5.03% 5.42% 6.01% 7.48%

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

FOR PERIODS UNTIL 30 SEPTEMBER 2019 

LOCAL EQUITY LOCAL PROPERTY LOCAL BONDS LOCAL CASH FOREIGN

FG IP Venus Cautious FoF 14% 5% 15% 44% 22%

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

FUND BENCHMARK

Highest 12-month performance 15.12% 16.56%

Lowest 12-month performance -1.41% -2.82%

% positive months 70.75% 71.43%

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

Asset Allocation | as at 31 August 2019

Underlying Funds

Performance Statistics

The FG IP Venus Cautious Fund of Funds returned +2.05% in the third quarter of 2019 and +6.93% over the past 12 months, outperforming the  
benchmark peer group average quarterly return of +1.15% and the 12-month return of +5.03%. The Investec Global Multi-Asset Income Feeder Fund was 
the best-performing underlying fund and returned +7.46%, supported by the rand’s 7.49% depreciation relative to the US dollar. Over the quarter the direct 
listed property allocation was reduced, pro-rating the allocation into the existing underlying multi-asset income funds. 

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 2.02% 8.88% 3.99% 4.39% 5.82% 10.19%

SA Multi Asset Medium Equity Category Average 1.96% 7.33% 3.33% 4.38% 5.15% 8.91%

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

FOR PERIODS UNTIL 30 SEPTEMBER 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 36% 3% 13% 21% 27%

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 68.64% 66.27%

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

Asset Allocation | as at 31 August 2019

Underlying Funds

Performance Statistics

The FG IP Saturn Flexible Fund of Funds returned +1.56% in the third quarter of 2019 and +3.99% over the past 12 months, outperforming the benchmark 
peer group average quarterly return of +0.48% and the 12-month return of +3.33%. The Rezco Value Trend Fund was the best-performing underlying fund, 
returning +4.48% over a 3-year period. 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 1.32% 8.18% 2.87% 5.28% 5.85% 5.71%

SA Multi Asset High Equity Category Average 0.99% 6.83% 2.03% 3.72% 4.83% 4.64%

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

FOR PERIODS UNTIL 30 SEPTEMBER 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 62.30% 60.66%

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

Asset Allocation | as at 31 August 2019

Underlying Funds

Performance Statistics

The FG IP Neptune Growth Fund of Funds returned +0.58% over the third quarter of 2019 and +2.87% over the past 12 months, outperforming the 
benchmark peer group average quarterly return of -0.06% and the 12-month return of +2.03%. The Catalyst Global Real Estate Prescient Feeder Fund 
was the best-performing underlying fund, returning +13.61% over the quarter. Global property was the best-performing major asset class, returning 
+5.99% in US dollar terms (FTSE EPRA/NAREIT Global REITs). Together with the rand’s 7.49% depreciation relative to the US dollar, this supported the 
Catalyst global fund’s performance. 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 -1.79% 3.97% -1.95% 1.64% 3.06% 9.83%

FTSE/JSE Africa All Share (Total Return) -0.83% 7.08% 1.86% 5.07% 5.32% 12.61%

SA Equity General Category Average -2.21% 3.48% -1.61% 1.22% 2.40% 10.10%

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

FOR PERIODS UNTIL 30 SEPTEMBER 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 70% 7% 0% 7% 16%

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

FUND BENCHMARK

Highest 12-month performance 41.30% 48.30%

Lowest 12-month performance -31.68% -37.60%

% positive months 62.13% 62.13%

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

Asset Allocation | as at 31 August 2019

Underlying Funds

Performance Statistics

The FG IP Mercury Equity Fund of Funds returned -2.08% in the third quarter of 2019 and -1.95% over the past 12 months, outperforming the -4.57% 
quarterly return of the benchmark FTSE/JSE All Share Total Return Index, while underperforming its 12-month return of +1.86%. The Old Mutual Global 
Equity Fund was the best-performing underlying fund over the quarter and returned +6.35%, supported by the rand’s 7.49% depreciation relative to 
the US dollar.  A number of changes were made over the quarter, as the positions in the Nedgroup Private Wealth Core Equity Fund and Nedgroup 
Investments Entrepreneur Fund were reduced and reallocated to Truffle SCI General Equity Fund and the Prudential Equity Fund. A new initial investment 
was also made into the Laurium Equity Prescient Fund.

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 5.01% 16.08% 4.24% 7.63% 9.02% 9.06%

Benchmark 6.53% 17.19% 7.36% 8.00% 8.94% 9.95%

Global - Multi Asset - Flexible Average 6.53% 17.19% 7.36% 8.00% 8.73% 8.81%

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

FOR PERIODS UNTIL 30 SEPTEMBER 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 64% 8% 19% 7% 2%

USD GBP EUR JPY OTHER ZAR

Currency Breakdown 60% 5% 13% 7% 13% 2%

FGAM Global Cautious Fund FGAM Global Growth Fund

Investec Global Strategic Managed Fund Nedgroup Investments 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 56.64% 59.03%

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

Asset Allocation | as at 31 August 2019

Underlying Funds

Performance Statistics

The FG IP International Flexible Fund of Funds returned +6.45% in the third quarter of 2019 and +4.24% over the past 12 months, underperforming the 
benchmark peer group average quarterly return of +6.73% and the 12-month return of +7.36%. The FGAM Global Growth Fund was the worst-performing 
underlying fund over the quarter, returning +5.70%, driven by the underperformance of the underlying value manager, Contrarius Global Equity Fund. 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 4Q 2018 1Q 2019 2Q 2019 3Q 2019
LAST 12 
MONTHS

YEAR TO 
DATE 2019*

STeFI Composite Index Local Cash 1.78% 1.77% 1.80% 1.79% 7.34% 5.45%

BEASSA ALBI Total Return Index Local Bonds 2.74% 3.81% 3.70% 0.74% 11.42% 8.44%

FTSE/JSE SA Listed Property Index  
(Total Return) Local Property -3.99% 1.45% 4.52% -4.44% -2.70% 1.34%

FTSE/JSE Africa All Share Index  
(Total Return) Local shares -4.88% 7.97% 3.92% -4.57% 1.86% 7.08%

JP Morgan World Govt Bond Index (USD) Global Bonds 2.01% 1.82% 3.49% 1.14% 8.72% 6.58%

EPRA/NAREIT Global Index (USD) Global Property -5.69% 13.98% -0.90% 2.49% 9.18% 15.77%

MSCI AC World Index (USD) Global Shares -13.08% 11.61% 2.93% -0.53% -0.69% 14.26%

USD/ZAR (+ weaker ZAR, - stronger ZAR) Exchange Rate 1.55% 0.70% -2.50% 7.49% 7.18% 5.53%

*(Return until 30 September 2019)
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www.firstglobalgroup.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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Global Wealth Advisory 
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