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The first quarter of 2020 will be one that no one 
will ever forget 
Just as the world became more optimistic, adjusting to the “dawn of 
a new decade”, and markets across the world reached new highs in 
early February, COVID-19 struck.

The pandemic  
Only time will tell what the duration and impact 
will be 
I will not attempt to delve into the origin, severity or potential duration 
of the current pandemic. I am sure that you are well informed by now, 
thanks to the information overload across media channels in a period 
when many of us have (extra) time to read. Furthermore, as no one 
knows when and how this pandemic will end, it will be pointless to 
speculate about it. However, I do wish to include the figure below, 
which provides an overview of pandemics throughout history, with 
COVID-19 still underway.

Figure 1: The death toll of pandemics throughout history 

The economics 

South Africa’s fragile economy is now under 
even more pressure
“Attempts to flatten but lengthen the growth curve of COVID-19 infections 
through social distancing and self-isolation will hopefully save lives and 
keep healthcare systems running. The price to pay is a steep reduction in 
economic activity.” Erik Knutzen, CIO: Neuberger Berman, March 2020

Financial markets globally have been adjusting frantically to this new and 
uncertain reality.

The South African economic outlook was already fragile before the 
outbreak of the new coronavirus. Unemployment was at a record high of 
29%, Eskom load shedding was reaching unbearable levels, and growth 
for the year was projected to be less than 1%. The situation has worsened 
dramatically since February. 

The nationwide lockdown has brought trade to a grinding halt, with 
unemployment now expected to increase to above 40% in the next 
few months and growth projections for the year adjusted to -3%. Some 
economists believe that our economy may contract by as much as 10%.

INDEPENDENT       TRANSPARENT       COMPETENT

Source: Washington Post
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To add insult to injury, Moody’s finally downgraded South African 
bonds to sub-investment grade on 27 March. (Read more about this 
in the article by Alwyn van der Merwe on page 8.) South Africa is now 
firmly on track towards a deep recession.

The markets 
Cash is the only asset class that hasn’t declined 
COVID-19 dealt a brutal blow to markets worldwide. After some 
reprieve towards the end of March, the net losses recorded for the 
quarter can be summarised as follows:

• MSCI World Index: down by 21.74% (in US dollars)

• FTSE/JSE All Share Index: down by 21.38% (in rands)

• SA Property Index: down by 48.15%

• BEASSA All Bond Index: down by 8.72%

• The rand: depreciated by 27.45% against the US dollar 

Cash is effectively the only asset class that did not decline in value over 
this quarter.

The impact on our clients’ investments was cushioned by a balance of 
different asset classes and diversification between local and offshore 
assets in our portfolios, to a large extent protecting them from significant 
losses. (See the FG Asset Management portfolio performances in the 
Quarterly Report section, from page 15  onwards.)

Looking forward 
While many challenges 
still lie ahead, the tide 
will turn 
We are under no illusion. The rest of 
2020 will be challenging.However, 
we are confident that life, the 
economy and business will return 
to (the new) normal in due course. 
Due to worldwide risks and 
disruption caused by COVID-19, 
markets have been oversold.  
While we do not know when 
the tide will turn, we do know 
that it will. As you read this, 
leading scientists in more than 
70 laboratories across the world 
are working around the clock to 
develop a vaccine, while others 
are working on finding a remedy. 
With the benefits of advanced 
technology, healthcare experience 
and funding, the turning point may 
be closer than anticipated.

As the evidence mounts for 
lockdown measures and social 
distancing having a clear impact on 
flattening the curve, governments 
across the world are working hard 
at strengthening their healthcare 
systems through more and better 
testing methods, protecting 
healthcare workers, and preventing  
a global disaster.

A number of steps have been implemented by governments to 
stimulate their economies. In South Africa, we have seen the quick 
and efficient rollout of relief packages to small businesses and two 
drastic interest rate cuts. These measures have already helped to 
support markets. In fact, the FTSE/JSE All Share Index has recovered 
by 26% since its low point on 16 March. On Tuesday 21 April, the 
President announced an additional R500 billion social relief and 
economic support rescue package to be made available to the needy 
and small businesses. These unprecedented measures are bound to 
support the economy.

At FG, all our staff – including analysts, traders and managers –  
are fully operational. We are fortunate that we work in an 
environment where almost everything we do can be done online.  
Through ongoing interaction between investment committee 
members and fund managers, we have been able to reposition our 
funds and clients’ portfolios to benefit from the recovery as and when it  
gathers momentum.

We cannot help but to be excited by the overwhelming number 
of opportunities currently in the market (locally and offshore),  
with quality company stocks trading at ridiculously low valuations. 

Figure 2 illustrates how the JSE has behaved over time during  
well-known crises. It shows that, while the recovery may take time,  
the market does always recover and continue along its long-term 
upward trajectory. 

Source: INet (20 March 2020)

Figure 2: The FTSE/JSE All Share Index over time

EDITORIAL COMMENT (CONTINUED)
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EDITORIAL COMMENT (CONTINUED)

While we are now bracing for a recession, we also want to encourage you to take heart from what we can learn from past recessions, as illustrated in 
Figure 3. What is encouraging to note here is that recessions, by and large, are short-lived and normally followed by strong bull markets.

Figure 3: Recessions are generally short-lived compared to the bull markets that follow

To conclude, we have selected a number of articles that are all relevant to this extraordinary time that we live in. We trust that you will find them 
valuable and interesting.

Whatever your situation during lockdown, we wish you peace and, most of all, good health.

The FG Investment Team

Source: Business Insider
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Four months ago, you’d never have predicted 
where you’d be. But there’s only one guide 
to conquering your anxiety, especially on the 
markets: history
Cast your mind back four months. What a state of blissful 
ignorance we were living in, considering what we know today.  
It was just three months ago, on 11 January, that Chinese 
authorities reported their first death from a new coronavirus, first 
seen in the city of Wuhan.

Indeed, it was only two months ago, on 11 February, that the 
disease caused by the new virus got a name: COVID-19.

And just a mere month ago, on 11 March, the World Health 
Organisation declared COVID-19 a global pandemic. 

Today more than 2.7 million people around the world are infected, 
185 000 have died, and more than half the world is under some 
form of lockdown.

If you feel whiplashed by the speed with which your life has changed 
over the past 30 days, you are not alone. And your investments 
and the investment markets have delivered a multiplier effect on 
this, with volatility, sharp and painful declines, and faulty restarts 
the anxious and daily norm.

It’s been such a surreal experience that the main adjective used 
most pervasively in recent weeks is the word “unprecedented”.  
That description covers it all: the rate at which the oil price 
tumbled in the early hours of 8 March; the shutdown (temporarily, 
we hope) of entire industries; the staggering rise in global 
unemployment in a matter of weeks; the imminent collapse 
in economic growth around the world; and the anticipated 
obliteration of  company profits.  Even the uncertainty over the 
outcome feels unprecedented.

Of course, we have seen crises before. This time, however,  
the combination of the far-reaching public health effects and the 
inexorable economic consequences of the social isolation needed 
to manage the pandemic makes the crisis far different to ones we 
have witnessed in the modern day.

In the midst of this new and unfolding reality, we have only  
one dependable anchor to guide our current investment  
decision-making: history. True, there may be few exact reference 
points from the past to perfectly frame the specific construct we 
face today, but in the stillness of physical isolation, we should 
start to see through the noise caused by the herd panic.

What then, according to history and experience, are some of these 
known knowns? The following:

• After recessions (of any shape), there is always a recovery.

• Fundamental business value, not sentiment, is your most 
dependable anchor in making investment decisions.

• Long-term thinking is most effective (essential, even) when the 
short term is especially opaque.

• Prepared, cool-headed and disciplined investors reap greater 
rewards in times of panic.

• Remaining invested through the crisis provides the best 
potential for earning the best returns during the recovery.

• At the peak of pessimism and minimum visibility, markets 
tend to punish cyclical companies that will ultimately emerge 
intact similarly to cyclical companies that could require capital 
injections to survive. But this creates material long-term 
mispricing in the first group, which sets the stage for outsized 
returns for the analytical investor.

Markets, we know, tend to discount prices well in advance of poor 
expectations materialising − but they also recover well in advance of 
economic and business conditions hitting the bottom. Using bottom-
up valuations as the foundation always proves to be the best leveller 
in terms of removing timing, emotional or behavioural fears. 

Over the next few weeks, global COVID-19 deaths are expected to 
rise before they start declining, just as asset prices will eventually 
stabilise before trending higher.

In an update on Monday 6 April, Health Minister Zweli Mkhize 
encouraged everyone to “stay calm, focused and courageous”. This is 
advice equally powerful and applicable to the way we respond to our 
hard-earned savings during this crisis.

LOOK BACK FOR  
THE FUTURE

Adapted from an article by 
Delphine Govender 

Co-founder and CIO  
Perpetua Investment Managers

“Prepared, cool-headed  
and disciplined investors  
reap greater rewards in  
times of panic.”



GLOBAL BRIEF    |    QUARTER 1   |   2020  |    5

The Liverpool fan song “You’ll Never Walk 
Alone” is an apt analogy for your financial 
planning journey with a trusted financial advisor
There’s nothing like the goose-bump-inducing sound of an 
entire stadium of Liverpool supporters belting out “You’ll Never  
Walk Alone”. To some, it’s just a classic hit. To Liverpool fans, it 
means so much more. The journey of the team to date has had  
its ups and downs. But, whether you’re a Liverpool supporter or 
not, the Liverpool Football Club’s story of ups and downs is an apt  
analogy for many aspects of life – including your walk with a trusted 
financial advisor. 

Founded in 1892, Liverpool was England’s most successful football 
club right up until 2010, when things started going off course.  
It’s taken a strong long-term vision and systematic planning to get 
the team back on track. Much of that comes down to coach Jürgen 
Klopp. The same applies to one’s finances. Pick the right financial 
advisor and you’ll never walk alone.

Let’s use the Liverpool success story to give 
insights into how to take back control of your 
money matters 
1. Set the right goals from day one

 It has taken a strong vision to get Liverpool to where it is today. 
It’s imperative to articulate short-, medium- and long-term goals 
from day one so there’s a cohesive vision upfront for everyone 
to work towards. Of course, it’s impossible to accurately forecast 
the future, but you can have a granular idea of where you want 
to be, and the building blocks you need to get there – on the 
field and with your money.  

2. Get the right team in place 

 One of the biggest responsibilities Jürgen Klopp has is choosing 
the right players to bring his long-term vision for the team to 
life. There’s the team on the field and then there’s the team 
behind the scenes – the dietitians, physios, doctors and other 
specialists who keep each player in tip-top condition. These are 
often the unsung heroes of the beautiful game. The same goes 
for financial planning. It can make a pivotal difference having the 
right partners in place to offer objective advice and a holistic 
plan, with incremental steps to get you to where you need to be.

3. Create a style of play

 You need to define your style of play early on – on the field and 
in financial markets. Are you more aggressive or conservative in 
your investing risk? While your style will probably stay standard, 
you need to be able to adapt to the changing state of play. Rules 
and regulations change. Markets may go through a downturn. 
How do you adapt your behaviour to maximise opportunity?

4. Check in with your coach  

 Just like a coach checks in with his star player, you want your 
financial advisor to keep checking in with you. You want someone 
who will keep monitoring your performance and help you build 
on strengths and work on weaknesses. 

5. Ensure you have the right products

 The pitch, the ball, and your kit all help to optimise your 
performance – much like it makes a huge difference having the 
right products in your financial portfolio. Your “coach” can help 
select diverse products to align with your long-term strategy 
and investment profile.   

6. Trust 

 The biggest change to the Liverpool team? Perhaps the 
unbreakable trust between Klopp and his team. A trusted coach 
can make a team. And a trusted financial advisor can go a long 
way to helping you “fix” your finances and set yourself up for the 
best possible financial future. 

A successful team is the result of many factors coming together 
and delivering the desired result. It takes continuous practice 
and ongoing interaction between the players and the coach –  
in this case, you and your financial advisor.

 
 

WITH THE RIGHT 
FINANCIAL ADVISOR, 
YOU’LL NEVER  
WALK ALONE

Adapted from an article by 
Theesan Moodley

General Manager Intermediaries  
Sanlam
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DEATH HAS AN 
EXPENSIVE PRICE TAG

Adapted from an article by 
David Thomson

Senior Legal Advisor  
Sanlam Trust

Proper estate planning is essential if we don’t 
want our loved ones to be short of cash
Death can be expensive and none of us wants to see our loved ones 
saddled with serious cash shortfalls when they have to wind up our 
estates. Consider that the average cost of winding up an estate is 
3.5% of the gross value of the assets, plus VAT (15%). On a R1 million 
estate, that’s R35 000, plus R5 250 VAT. So, over R40 000 gone, 
straight off the bat. The executor of the estate is also entitled to a 
fee on all income earned post the date of death. It’s clear that proper 
estate planning is key to ensure our beneficiaries don’t bear the brunt 
of too little cash in our estate. 

People tend to underestimate death-related 
costs, with unintended consequences
Sadly, this is often the reality for family members who are left behind, 
as people tend to seriously underestimate death-related costs, with 
significant consequences. Sanlam Trust found that over 46% of the 
deceased estates it administers have insufficient cash to cover all 
debts, costs, cash bequests and taxes payable during one’s lifetime, 
and income tax, capital gains tax and estate duty upon death.  
This can have serious consequences for your loved ones after  
your death. 

We need to become more aware of all the costs 
involved
We should all become more familiar with the costs involved.  
It’s important to understand that costs are classified as:

a. Administration costs, which accrue as a result of the death and 
are mostly paid in cash; and 

b. Claims against the estate – this refers to the costs the deceased 
was liable for at the time of death. 

Tax is the exception to this. 

Here are eleven costs you probably never knew 
would be due
1. The Master’s fees payable to the Master of the High Court; for 

estates with a value between R250 000 and R400 000: R600. 
Fees escalate as the value of the estate increases, to a maximum 
of R7 000. 

2. Administration charges (the executor’s remuneration): 4.025% 
of the estate value  

3. Valuation costs of assets for estate duty purposes: R2 000 to  
R 5 000

4. Advertising costs (advertisements for calling on creditors and 
giving notice that the liquidation and distribution account is 
open for inspection): R850

5. Costs for provision of security to the Master (a security bond 
protects an estate from any negligent act from the executor): 
0.05% (plus VAT) of the asset value

6. Estate bank account charges: R600

7. Transfer costs of fixed property to an heir (determined by a 
sliding scale issued by the Law Society): R29 000 on a property 
worth R1 million

8. Cancellation costs of bonds registered over fixed property in the 
estate: R3 500

9. Rates and taxes payable to the city council with transfer of fixed 
property: five months in advance 

10. Postage: R260

11. Funeral costs: anything from R6 000 to R50 000 or more 

If there isn’t enough in the estate to cover costs, 
inheritance may be withheld
There should be enough cash in an estate to help loved ones 
cover three to six months’ rates and contractual commitments 
such as rental, mortgage bond repayments, medical aid premiums 
etc. There may also be capital gains tax (CGT) to contend with. 
CGT is levied on any capital gain (profit) made on the disposal 
(whether by sale, donation or expropriation) of an asset. (On death 
we are deemed to have disposed of all our assets.) At its maximum,  
18% CGT would be levied. Then there’s the estate duty to think 
about. This is the tax paid on the deceased’s dutiable estate  
(all the individual’s assets and life insurance policies minus their 
liabilities and allowable deductions and exemptions). Duty of  
20% is charged on the first R30 million, and 25% on anything 
above this. Unless these taxes are paid to SARS, no heir can 
receive their inheritance. 

Shortfalls in the estate may mean the forced sale 
of assets to cover costs
The executor has a duty to determine the financial position of the 
estate and decide if there’s enough cash to cover all the administration 
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DEATH HAS AN EXPENSIVE PRICE TAG 
(CONTINUED)

and debts. If not, the executor and heirs need to assess whether there 
are sufficient assets to sell to settle these expenses. The law is quite 
clear that if a shortfall exists, the executor has to sell the assets of the 
estate to cover it. Should heirs not cooperate, then the executor must 
follow a process set out in section 47 of the Administration of Estates 
Act and obtain the consent of the Master of the High Court for the 
sale of immovable property. A certificate authorising the sale in terms 
of section 42(2) is required. Alternatively, the heirs may choose to 
pay the cash shortfall themselves in order to retain the assets. 

All outstanding debt must be paid up in full by 
the estate to the creditor 
It’s important to note that all liabilities must be paid up in full to 
the creditor – by the estate. For example, in the case of an unpaid 
vehicle loan, the bank/creditor will issue a summons for repossession 
of the vehicle and payment of the debt, plus, they can reclaim their 
legal fees and costs of collection from the estate. A creditor may – in 
exceptional circumstances – agree to renegotiate the credit terms 
with the estate and/or the heirs. 

Normally, a deceased estate is administered in terms of section 34 of 
the Administration of Estates Act. However, if an estate is insolvent, 
the creditors may decide to surrender the estate formally and then it 
will be administered in terms of the Insolvency Act.

Your financial advisor can help you ensure your 
loved ones are taken care of
Proper estate planning is a significant act of love. Ask your financial 
advisor to help draw up an estate plan for you. One or more life 
insurance policies can significantly contribute to ensure sufficient 
cash flow in an estate. If you have maintenance commitments to 
your child(ren) and/or former spouse, you should ensure your life 
insurance portfolio provides for that in the future. Be sure to mention 
in your will that the specific policy is to be used for the maintenance 
claim. Always be aware of your obligations to your spouse. If you 
fail to do so, the law will catch up with your estate, courtesy of the 
Maintenance of Surviving Spouses Act. 

Make at least one life policy payable to the 
estate, to help your loved ones cover costs
A top tip is not to bequeath all life policies to beneficiaries, but to 
make at least one payable to the estate to secure the discounted 
1.5% executor’s fee and provide much-needed liquidity. Another tip 
is to use an estate liquidity calculator, to see if you have any shortfalls, 
so you can work alongside your financial advisor to ensure you make 
adequate provision for your surviving loved ones. 
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JUNK STATUS FOR 
SOUTH AFRICA:  
NOT ALL DOOM  
AND GLOOM

Adapted from an article by 
Alwyn van der Merwe

Director of Investments  
Sanlam Private Wealth

From a timing perspective, the Moody’s 
downgrade may not have been that bad
The inevitable has now finally happened. In its latest sovereign credit 
rating review, Moody’s ratings agency downgraded South Africa to 
junk status on the first day of the national lockdown in response 
to the escalating global COVID-19 pandemic. While our finance 
minister believes the downgrade couldn’t have come at a worse time, 
in our view it may not be all doom and gloom. Some of the bad news 
may already have been priced in by financial markets, and the timing 
may not be as unfortunate as it appears at first glance.

Doubts about South Africa’s economy and credit 
rating are not new
Since 2014, South Africa’s economic growth pattern and fiscal woes 
associated with poor economic policy formulation and execution 
have cast doubts over the country’s credit rating by the top three 
ratings agencies: Standard & Poor’s (S&P), Moody’s and Fitch. The 
issue is certainly not unimportant – our credit rating has a direct 
impact on our ability to access foreign capital and crucially also on 
the cost of funding.

Moody’s and S&P changed their outlook to 
negative back in 2015 
In December 2015, the level of government debt and low growth 
prospects for the local economy led to both Moody’s and S&P 
downgrading the outlook of our credit quality to “negative”. We 
stated at the time that muted revenue growth doesn’t usually allow 
for expansionary fiscal policy, let alone in an environment where 
government’s debt path is rapidly going in the wrong direction. The 
change in outlook by the agencies meant that the status of foreign-
denominated South African debt was likely to be downgraded from 
low investment grade to non-investment grade – popularly known 
as junk status – if the country did not address its deteriorating fiscal 
position and below-par economic growth trajectory.

In 2017, Fitch and S&P downgraded us to junk 
status, then Moody’s followed
This indeed occurred in 2017 – both Fitch and S&P took us to junk status. 
Moody’s, however, held out until Friday 27 March, when the inevitable 
happened and the agency downgraded South Africa’s sovereign credit 
rating to sub-investment grade from Baaa1 to Ba1. Finance Minister 
Tito Mboweni responded to the downgrade with a “heavy heart”: “The 
decision by Moody’s couldn’t have come at a worse time. South Africa, 
like many other countries, is seized with containing the outbreak of the 
coronavirus (COVID-19).” At Sanlam Private Wealth, we’re not entirely 
convinced the timing is indeed inopportune – but more about this later.

The economic implications of this downgrade for 
South Africa are hard-hitting
It’s hard to find any positive outcomes for the South African economy 
resulting from this downgrade. As Minister Mboweni said: “To say we 
are concerned and trembling in our boots about what might be in 
coming months, is an understatement”.

Foreign investors may be forced to sell their 
South African bonds
A downgrade below investment grade means South Africa will now 
be excluded from all important global bond indices. We’re currently 
included in Citigroup’s World Government Bond Index (WGBI). The 
exclusion means that foreign investors who aren’t allowed to invest 
in sub-investment grade bonds and who are holders of South African 
bonds will be forced sellers of these instruments. Between US$5 
billion and US$11 billion worth of bonds could be sold off.

If these bond sales materialise, there will be 
widespread implications
If these sales materialise, one would logically expect that 
government bond prices will decline given the increased supply. In 
investment terminology, the yields will move higher and the cost 
of foreign funding for the government is likely to increase – at a 
time when sovereign debt is escalating given the financial woes 
of our state-owned enterprises (SOEs), especially Eskom, and the 
fiscal burden associated with funding measures to fight the impact 
of COVID-19.

In short, it would add further pressure to an 
already dismal local fiscal situation 
Whatever scope there was to support monetary stimulus at a time 
when the local economy needs policy support, has now been further 
reduced. This is hardly what we need when the local unemployment 
rate is at unprecedented levels and social demands are increasing.

The financial market impact may, however, not 
be that dire
All things being equal, one would expect that the rand will come 
under pressure, bond prices will decline, and the prices of local 
equity counters – particularly those of banks – will be impacted. 
We’ve argued in the past that this downgrade was inevitable, and 
if financial assets do discount very likely future events, one could 
argue that at least some of the news of this downgrade should 
already be priced into these assets.
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JUNK STATUS FOR SOUTH AFRICA:  
NOT ALL DOOM AND GLOOM (CONTINUED)

We need to look to the past to predict the future
However, to claim a particular future outcome at a time when 
investor psychology is extremely fragile as a result of the impact of 
COVID-19, would be either very brave, or very stupid. No one knows 
what lies ahead – we can only make a call based on how similar 
events unfolded in the past, and how prices have recently performed.

The most direct impact of a lower credit rating 
should be on foreign debt
We should see the most direct impact of a lower credit rating in the 
cost of South Africa’s foreign-denominated debt. In 2016, we argued 
that our foreign credit was already regarded by investors as being 
sub-investment grade. Figure 1 shows a comparison of the cost to 
insure certain governments’ foreign currency debt (so-called credit 
default swap, or CDS) against default. It’s noteworthy that South 
Africa was already priced in line with other countries that were rated 
“junk” by one or more ratings agencies.

Figure 1: Cost to insure certain governments’ foreign currency debt

However, this graph also shows that, in the event of a downgrade, 
investors tend to respond in a knee-jerk fashion – such as when the 
price of “insurance” of both Russia (February 2015) and to a lesser 
extent Brazil (September 2015) disconnected with that of their 
emerging market peers. In both cases, the prices later converged with 
the peer group.

It appears that much of the current uncertainty 
has already been priced in
The macro narrative of these two countries then was not dissimilar 
to that of South Africa now. And yet, their currencies remained 
relatively resilient at the time. The fact that the rand has already 
lost 20% against the US dollar (a safe-haven currency), and also  
gave up 9% against the Australian dollar over the past two weeks, 
would suggest that much of the uncertainty resulting from the 
downgrade as well as the impact of COVID-19 has already been 
priced into the currency.

South African bond prices have declined materially over the past 
month as the potentially negative impact of COVID-19 on our fiscal 
resources became a reality. Our 10-year government bond yields 
weakened from 8.86% on 3 March to an eye-watering 12.3% on 
23 March. We doubt that this repricing had anything to do with the 
looming credit downgrade.

South Africa is now well-placed to offer 
attractive prospects to investors
Given this extreme response, South Africa now has the highest yield 
of the 14 currencies in the WGBI. Despite the fact that we’ll fall out 
of the WGBI, South African credit is likely to hit the radar screens of 
investors seeking attractive yields in a low-yield investment universe. 
With regards to the rand, we’d argue that our bond yields would 
be attractive enough for some investors, and therefore one would 
expect a ceiling not materially higher than the current yields.

What about equity prices? COVID-19 has wreaked havoc on the 
markets. Bank shares have been particularly weak – the ABSA share 
price, for instance, has traded 48% down from its opening levels in 
January. Although the downgrade isn’t good news for the banks, 
their asset prices are reflecting doomsday scenarios. Should share 
prices fall further, we’d view this as a further disconnect between the 
true value and the market price of these assets.

So, is the timing of South Africa’s downgrade so 
bad after all?
In our view, the timing of the downgrade might not be quite as bad 
as the Minister has indicated. South Africa’s dire fiscal position, 
while we’re also caught in a (largely self-inflicted) low-growth trap, is  
well-known. One option is to approach the International 
Monetary Fund (IMF) for funding to relieve pressure on the fiscus.  
Under normal circumstances, this wouldn’t sit well with foreign 
investors looking for reputable investment opportunities. However, 
the outbreak of COVID-19 has highlighted the fragile fiscal positions 
of many other countries. Should we therefore now approach the IMF 
for funding, it’s not likely to draw the same attention that it would in 
“normal” circumstances.

Minister Mboweni was quoted in the Sunday Times newspaper on 29 
March as saying that South Africa could proceed to talk to the IMF and 
the World Bank about any facility that could be accessed for “health 
purposes”. In our view – and we might be a bit naïve – his remarks 
about ideology are noteworthy: “We take no ideological position 
in approaching the IMF or World Bank.” As any funding from these 
institutions would be accompanied by clear conditions, it may provide 
the impetus for pragmatism with regard to the ANC’s economic policy 
– and its execution.

While investor anxiety is very real, prospective 
returns are looking good
We are of course acutely aware of investor anxiety resulting from the 
decline in the values of their investment portfolios. It is even more 
traumatic for our retired clients, who need to live off the income 
generated by their portfolios.

The duration of the cycle is often uncertain. However, as was the 
case during the global financial crisis in 2008 and 2009, our research 
would suggest that prices are now materially below their true values. 
Despite the downgrade and the immense uncertainty created by 
COVID-19, the prospective returns across a wide range of assets 
look more attractive now than at any time over the past five years.

 

Sources: Bloomberg, Sanlam Private Wealth Research 
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ARE YOU INVESTING 
ENOUGH OFFSHORE?  

Adapted from an article by 
Kyle Wales

Fund Manager
Flagship Asset Management

Expert opinion is divided about taking your 
money offshore now or not 
Some believe that, given the multitude of political and economic issues 
South Africa is currently experiencing, investors should be taking as 
much money offshore as quickly as possible. 

Others believe that South African assets offer compelling value at 
these levels. Domestically focused companies have seen their share 
prices perform poorly for a number of years, and earnings multiples 
are at multi-year lows. 

The rand also remains weak, which is worrying for those who want 
to buy dollars and euros. We are reminded that a similar situation 
existed in 2002, when those who took money offshore did so at very 
unfavourable exchange rates and significantly underperformed those 
who remained invested in South Africa over the ensuing decade. 

We don’t believe either side is 100% correct 
We argue that the primary reason for taking money offshore is to 
diversify your investment portfolio. Despite a multitude of investment 
opportunities available to them, the overwhelming majority of South 
Africans remain heavily exposed to South African assets.

There are different ways you can diversify 
offshore
As we will demonstrate later, it may be prudent to diversify either by 
using the available offshore allowances to invest money overseas or 
by using rands to buy offshore exposure “onshore”, using unit trusts 
or other vehicles. 

Currently South African resident individuals can make use of their 
annual single discretionary allowance of R1 million to transfer and take 
funds abroad, and a further R10 million foreign investment allowance 
if they apply for a tax clearance certificate.

How do you know if you have sufficient offshore 
exposure?
A good starting point to assess whether you have sufficient offshore 
exposure is to: (1) calculate your “true” South African and offshore 
exposure; and (2) decide what level of offshore exposure is appropriate 
for you.

Step 1: Calculate how much “true” domestic and 
offshore exposure you have  
Let’s use an example of a 45-year-old professional who earns  
R1.2 million per year (for simplicity sake I’m assuming he is a male). 
He has a house with a value of R2.6 million on which he still owes 
R1 million. He has a pension fund amounting to R4 million. Having 
managed to put some money away over the years he also has a unit 
trust portfolio of R400 000, which is invested in South African shares.

The interesting thing to note here is that his largest asset is not his 
pension fund. Rather it is the present value of the 240 monthly salaries 
he will earn until he retires1.

This equates to R16 million if one discounts these salaries back using 
a 5% real return, which is what he could hope to receive if he invested 
the equivalent amount in an aggressive balanced fund. As he has a 
bond on his house, this asset contributes only R1.6 million to his net 
worth and not the full R2.6 million. 

This person’s net worth is thus: value of his future earnings  
(R16 million) + pension (R4 million) + house (R1.6 million) + share 
portfolio (R400 000) = R22 million.

“Put simply, your savings 
should ideally take 
advantage of the global 
opportunity set available 
to you, and only a part of 
this opportunity set sits 
within South Africa.”

1 Assumes retirement at age 65. Calculation (R1.2 million * 0.67 (to adjust for tax)/5% (being the real growth rate, assuming inflation of 4%)
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ARE YOU INVESTING ENOUGH OFFSHORE?  
(CONTINUED)

In determining the split of offshore versus onshore, it is clear that the 
present value of his future earnings is South African in nature. Ditto his 
house. His South African unit trust portfolio will most likely hold a few 
of the offshore opportunities that the JSE allows – e.g. AB Inbev, BTI, 
and Richemont.

Looking at Figure 1, the only truly offshore exposure he has is a mere 
5% of his personal wealth, being the portion of his pension and unit 
trust portfolio that is invested offshore2.

Figure 1: Sample investment portfolio – breakdown of domestic 
versus offshore exposure 

Step 2: Decide what level of global exposure is 
appropriate for you  
The next step is to decide what level of global exposure is appropriate 
for you. Here things get a little more complex, but the following 
comments may be helpful in guiding you:

The decision to live in South Africa (or not to live in South Africa) is less 
relevant to the argument than you may think. Even if you choose to 
live in South Africa, a large part of what you consume is globally priced 
in dollars and not rands. This would include petrol, electricity (which 
is generated from coal, also priced in dollars), basic commodities like 
maize and wheat, and anything else you consume that is imported.

a.  The rand has depreciated by 7% per annum3 against the US 
dollar over the last 10 years, which far exceeds the inflation 
differential between these two countries (South Africa and the 
US). While you may argue that South Africa has experienced 
a particularly torrid decade and things may improve going 
forward, this misses the point. The point is that the rand can 
continue to depreciate against the dollar, and it is this risk that 
you are trying to protect yourself against by having a properly 
diversified portfolio. 

b. Bear in mind that South Africa accounts for only 0.52% of  
global GDP4. The level of global diversification implied in the 
theoretical portfolio we have constructed above, is akin to 
someone having a 95% exposure to a share that is 0.5% of the 
FTSE/JSE All Share Index (ALSI). An anecdote that may illustrate 
how absurd this is: when Naspers had outperformed other 
South African shares by too large a margin, the JSE introduced 
a new index (the capped SWIX Index) to limit its weight to  
10% of the index5. 

Calculating your “true” offshore exposure will likely highlight the 
sensibility of diversifying your investment portfolio.

What should you do to improve your offshore 
exposure?
The only practical way of improving your global diversification is to 
save as much on a discretionary basis as possible and to invest most 
of those savings globally rather than domestically. This should be done 
incrementally and on a consistent basis so that you are less exposed to 
taking your money offshore at an unfavourable exchange rate. 

The portion that you do take offshore should be invested more 
aggressively than the rest of your portfolio, so it is given the opportunity 
to compound at a higher rate.

Total Domestic Offshore

Present value  
of future salary 

R16 million R16 million

House R1.6 million R1.6 million

Pension fund R4 million R3 million R1 million

Unit trust portfolio R400 000 R300 000 R100 000

Total (rand value) R22 million R20.9 million R1.1 million

Exposure (%) 100% 95% 5%

Source: Flagship Asset Management 

2 For the purpose of this exercise I have assumed that 25% of our hypothetical person’s pension fund and unit trusts assets are invested offshore. For Regulation 28 approved funds, offshore 
investments (ex-Africa) are limited to 30%, with a further 10% available to be invested within Africa (outside South Africa). If the person in question is a government employee, only 10% of 
the assets invested on behalf of the Government Employee Pension Fund were invested globally as at 6 December 2019.

3 Measured from 31 December 2009 to 31 December 2019

4 As at 2017

5 FTSE-JSE Capped Indices Brochure

“While a salaried employee 
cannot control where his 
job is based, or where his 
house is located or how 
much of his pension fund 
is invested offshore, he 
can control how much he 
saves on a discretionary 
basis and how he applies 
those savings.” 
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CENTRAL BANKS ARE 
EQUAL, BUT SOME ARE 
MORE EQUAL THAN OTHERS 
Adapted from an article by the ALUWANI Fixed Income Team

Central banks have an impact on the goods we 
consume, and on asset prices in general 
Most central banks’ primary goals are to stabilise the nation’s currency, 
keep unemployment low and prevent inflation. Figure 1 shows the 
objectives of central banks around the world. All central banks have 
monetary policy objectives that deal with the supply and the circulation 
of money. Another important objective is financial stability. Within 
South Africa, to date, the primary objective has been the preservation 
of value through price-stability.

Figure 1: Weighting of central banks’ objectives around the world

The mandate of central banks is influenced by 
law and extra-statutory sources
Central banks get their authority from two sources: statutes  
and/or extra-statutory sources. This distinction is important because 
an objective enshrined in the constitution has greater legal standing 
than a monthly circular released by the central bank. 

For brevity, Figure 2 from the BIS shows the source of each objective 
for different central banks.

Figure 2: The objectives of central banks and where these 
mandates originate

Source: BIS analysis of central bank laws

Weight of central bank objectives in central bank laws (per cent of 47 central banks)

Source: BIS 

Codified in law Extra-statutory

Constitution
International 
treaties

Statute

Published 
statement 
not having 
force of law

Accepted 
practice

Objectives that include price stability

Price  
stability

Brazil, Japan, 
New Zealand, 
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Canada, 
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Price  
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with  
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macro 
objectives

European 
Central Bank

European 
Central Bank, 
Poland,  
Thailand, UK

Australia, 
European 
Central 
Bank, UK, 
Poland

US Federal 
Reserve

Price  
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alongside 
other macro 
objectives

Canada, 
US Federal 
Reserve

Objectives that are equivalent to price stability

Domestic 
purchasing 
power

Mexico  
Argentina, 
Brazil, 
Mexico

  

Objectives that do not expressly refer to price stability

Monetary 
stability

India

Value/
stability of 
currency

South Africa, 
Poland, 
Russia

Australia, 
Brazil, 
Canada, 
South Africa 
Hong Kong, 
Russia

General  
welfare, 
general 
economic 
health, 
growth,  
development

Australia, 
Brazil

Mishnah Seth
Head of Investments

Conrad Wood
Head of Fixed Income
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CENTRAL BANKS ARE EQUAL, BUT SOME ARE 
MORE EQUAL THAN OTHERS (CONTINUED)

Central banks may react differently to similar 
market and economic conditions, depending on 
their objectives
The difference in focus and weighting of objectives is often the source of 
divergence among central banks. This can result in central banks acting 
differently to similar market and economic conditions. In an environment 
of falling inflation and deteriorating economic conditions for instance, a 
country at full employment and a central bank placing greater weighting 
on macroeconomic factors will be more likely to adopt an accommodative 
monetary stance than a central bank focused on domestic purchasing 
power. So, are central banks equal? The short answer is, no. 

We need to understand the policy stance of 
central banks with a large currency circulation
The importance of central banks is largely dependent on the extent of 
circulation of their currency outside of their borders. The broader this 
reach, the more important it is to understand their policy stance. 

The dollar is the most commonly accepted means of international payment 
for commodities and the most common currency in international trade. 
It is the currency of choice for large oil producers and many commodity 
producers. Very few currencies are used to import various goods and services. 
Thus, appreciation and depreciation against these handful of currencies can 
have a far-reaching impact on seemingly unrelated goods, services and assets. 

Figures 3 and 4 show how much and where different currencies are 
used around the world.

Source: BIS

Surprisingly, the dollar is second, behind the British pound in terms of the number of places it is traded in the world, representing nearly 60% coverage of the 
global foreign exchange (FX). South Africa, by contrast, only displays a global reach of 0.3%.

Figure 3: Geographical distribution of over-the-counter (OTC) foreign exchange
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CENTRAL BANKS ARE EQUAL, BUT SOME ARE 
MORE EQUAL THAN OTHERS (CONTINUED)

Source: BIS

Figure 4: Currency distribution of OTC foreign exchange

The total is out of 200 because the currencies are bought and sold in pairs. At 87.6, the US dollar is involved in no less than 43.8% of all FX turnover by volume. 
The British pound, the Euro and the Japanese yen make up 33% of the FX turnover. South Africa, by contrast, represents only 0.5% of FX turnover. 

Central bank policy is an important factor when building a holistic investment view
In conclusion, understanding the objectives of central banks, particularly those with a significant reach, is important when building a holistic investment 
view. We believe that the current environment is a volatile one, which is just as much driven by the policy stance of major economies globally as our local 
macros. Our price stability mandate requires us to adjust on the back of this. As part of our process, we therefore spend a fair amount of energy analysing 
and understanding economies of these influential currencies to get a greater understanding of how the South African Reserve Bank (SARB) might react to 
fulfil their price stability mandate and how that will affect asset prices locally. This is particularly important in an environment where there is global search 
for yield and as such South Africa becomes a central consideration not only for local but foreign investors.



QUARTERLY REPORT    |    QUARTER 1   |   2020   |    1

ARCHITECTS OF SENSIBLE INVESTMENT SOLUTIONS

Quarter 1 | 2020

QUARTERLY  
REPORT



QUARTERLY REPORT    |    QUARTER 1   |   2020   |    16

FG IP JUPITER 
INCOME FUND OF 
FUNDS

For periods until 31 March 2020

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

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

FG IP Jupiter Income FoF -2.38% -0.82% 3.25% 6.34% 6.92% 7.71%

STeFI Composite Index 1.69% 3.47% 7.21% 7.31% 7.22% 7.32%

SA Multi Asset Income Category Average -1.41% 0.23% 4.28% 6.61% 6.84% 7.73%

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 • Amplify SCI Strategic Income Fund 

Performance statistics 

Fund Benchmark

Highest 12-month performance 11.61% 11.77%

Lowest 12-month performance 3.25% 5.17%

% positive months 93.14% 100.00%

The FG IP Jupiter Income Fund of Funds returned -2.38% in the first quarter of 2020 and +3.25% over the past 12 months, underperforming the benchmark The FG IP Jupiter Income Fund of Funds returned -2.38% in the first quarter of 2020 and +3.25% over the past 12 months, underperforming the benchmark 
Alexander Forbes Short Term Fixed Income Index quarterly return of +1.69% and 12-month return of +7.21%. The Coronation Strategic Income Fund was Alexander Forbes Short Term Fixed Income Index quarterly return of +1.69% and 12-month return of +7.21%. The Coronation Strategic Income Fund was 
the worst-performing underlying fund over the quarter, returning -3.48% due to its property allocation. The Amplify SCI Strategic Income Fund was added the worst-performing underlying fund over the quarter, returning -3.48% due to its property allocation. The Amplify SCI Strategic Income Fund was added 
as an underlying fund over the quarter, replacing the position previously allocated to the SIM Active Income Fund.as an underlying fund over the quarter, replacing the position previously allocated to the SIM Active Income Fund.

Asset allocation as at 29 February 2020 

Local Equity Local Property Local Bonds Local Cash Foreign

FG IP Jupiter Income FoF 0% 3% 35% 57% 6%
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FG IP VENUS 
CAUTIOUS FUND OF 
FUNDS

For periods until 31 March 2020

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

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

FG IP Venus Cautious FoF -5.92% -4.26% -0.90% 3.68% 4.68% 7.99%

SA Multi Asset Low Equity Category Average -7.23% -5.85% -3.15% 2.69% 3.55% 6.70%

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 • Prescient Income Provider Fund

• ABSA Property Equity Fund • Saffron SCI Opportunity Income Fund

• Coronation Optimum Growth Fund • Sesfikile SCI Property Fund

• Coronation Strategic Income Fund • Amplify SCI Strategic Income Fund 

• Ninety One Diversified Income Fund • Amplify SCI Defensive Balanced Fund

• Ninety One Global Multi-Asset Income Feeder Fund • Nedgroup Investments Entrepreneur Fund

• Nedgroup Investments Opportunity Fund

Performance statistics 

Fund Benchmark

Highest 12-month performance 15.12% 16.56%

Lowest 12-month performance -1.41% -3.15%

% positive months 70.59% 70.59%

The FG IP Venus Cautious Fund of Funds returned -5.92% in the first quarter of 2020 and -0.90% over the past 12 months, outperforming the benchmark The FG IP Venus Cautious Fund of Funds returned -5.92% in the first quarter of 2020 and -0.90% over the past 12 months, outperforming the benchmark 
peer group average quarterly return of -7.23% and the 12-month return of -3.15%. The Ninety One Global Multi-Asset Income Feeder Fund was the peer group average quarterly return of -7.23% and the 12-month return of -3.15%. The Ninety One Global Multi-Asset Income Feeder Fund was the 
best-performing underlying fund over the quarter, returning +17.41%. The Amplify SCI Strategic Income Fund was added as an underlying fund over best-performing underlying fund over the quarter, returning +17.41%. The Amplify SCI Strategic Income Fund was added as an underlying fund over 
the quarter, replacing the position previously allocated to the SIM Active Income Fund. The fund’s total allocation to the Old Mutual Global Equity Fund the quarter, replacing the position previously allocated to the SIM Active Income Fund. The fund’s total allocation to the Old Mutual Global Equity Fund 
was also redeemed.was also redeemed.

Asset allocation as at 29 February 2020 

Local Equity Local Property Local Bonds Local Cash Foreign

FG IP Venus Cautious FoF 13% 5% 18% 42% 22%
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FG IP SATURN 
FLEXIBLE FUND OF 
FUNDS

For periods until 31 March 2020

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

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

FG IP Saturn Flexible FoF -10.70% -8.31% -6.46% 0.93% 2.60% 9.21%

SA Multi Asset Medium Equity Category Average -10.51% -8.73% -6.94% 0.94% 1.96% 7.93%

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

• Ninety One Opportunity Fund • SIM Inflation Plus Fund

• Nedgroup Investments Opportunity Fund • Truffle SCI Flexible Fund

• Amplify SCI 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 68.00% 65.71%

The FG IP Saturn Flexible Fund of Funds returned -10.70% in the first quarter of 2020 and -6.46% over the past 12 months, underperforming the The FG IP Saturn Flexible Fund of Funds returned -10.70% in the first quarter of 2020 and -6.46% over the past 12 months, underperforming the 
benchmark peer group average quarterly return of -10.51% and outperforming the 12-month return of -6.94%. The PSG Flexible Fund was the benchmark peer group average quarterly return of -10.51% and outperforming the 12-month return of -6.94%. The PSG Flexible Fund was the 
worst-performing underlying fund over the quarter, returning -30.25%. No changes were made to the fund over the quarter.worst-performing underlying fund over the quarter, returning -30.25%. No changes were made to the fund over the quarter.

Asset allocation as at 29 February 2020

Local Equity Local Property Local Bonds Local Cash Foreign

FG IP Saturn Flexible FoF 34% 2% 14% 25% 25%
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FG IP NEPTUNE 
GROWTH FUND OF 
FUNDS

For periods until 31 March 2020

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

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

FG IP Neptune Growth FoF -15.17% -12.37% -11.21% 0.17% 1.88% 2.73%

SA Multi Asset High Equity Category Average -13.49% -11.33% -10.44% -0.68% 0.92% 2.00%

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 

• ABSA Property Equity Fund • Laurium Flexible Prescient Fund

• Catalyst Global Real Estate Prescient Feeder Fund • Prudential Balanced Fund

• Coronation Optimum Growth Fund • PSG Flexible Fund

• Coronation Strategic Income Fund • Rezco Value Trend Fund

• Fairtree Equity Prescient Fund • Truffle SCI Flexible Fund

• Ninety One Equity Fund

Performance statistics 

Fund Benchmark

Highest 12-month performance 14.27% 12.31%

Lowest 12-month performance -11.21% -10.44%

% positive months 61.19% 59.70%

The FG IP Neptune Growth Fund of Funds returned -15.17% over the first quarter of 2020 and -11.21% over the past 12 months, underperforming The FG IP Neptune Growth Fund of Funds returned -15.17% over the first quarter of 2020 and -11.21% over the past 12 months, underperforming 
the benchmark peer group average quarterly return of -13.49% and the 12-month return of -10.44%. The Fairtree Equity Prescient Fund was the the benchmark peer group average quarterly return of -13.49% and the 12-month return of -10.44%. The Fairtree Equity Prescient Fund was the 
biggest laggard on performance over the quarter, contributing -3.74% due to its resources exposure. The fund’s total allocation to the Old mutual biggest laggard on performance over the quarter, contributing -3.74% due to its resources exposure. The fund’s total allocation to the Old mutual 
Global Equity Fund was redeemed over the quarter.Global Equity Fund was redeemed over the quarter.

Asset allocation as at 29 February 2020 

Local Equity Local Property Local Bonds Local Cash Foreign

FG IP Neptune Growth FoF 43% 3% 10% 16% 28%
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FG IP MERCURY 
EQUITY FUND OF 
FUNDS

For periods until 31 March 2020

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

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

FG IP Mercury Equity FoF -21.53% -18.36% -19.82% -5.16% -2.79% 7.91%

FTSE/JSE Africa All Share (Total Return) -21.38% -17.74% -18.42% -2.07% -0.13% 10.55%

SA Equity General Category Average -23.01% -19.61% -21.38% -5.93% -3.30% 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 

• 36ONE BCI Equity Fund • Nedgroup Private Wealth Core Equity Fund

• Coronation Optimum Growth Fund • Prudential Equity Fund 

• Fairtree Equity Prescient Fund • Sesfikile BCI Property Fund

• Gryphon All Share Tracker Fund • Truffle SCI General Equity Fund 

• Ninety One Equity Fund

• PSG 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 61.14% 61.14%

The FG IP Mercury Equity Fund of Funds returned -21.53% in the first quarter of 2020 and -19.82% over the past 12 months, underperforming The FG IP Mercury Equity Fund of Funds returned -21.53% in the first quarter of 2020 and -19.82% over the past 12 months, underperforming 
the -21.38% quarterly return and the -18.42% 12-month return of the benchmark FTSE/JSE All Share Total Return Index, while outperforming the the -21.38% quarterly return and the -18.42% 12-month return of the benchmark FTSE/JSE All Share Total Return Index, while outperforming the 
benchmark peer group average quarterly return of -23.01% and the 12-month return of -21.38%. The PSG Equity Fund was the biggest laggard on benchmark peer group average quarterly return of -23.01% and the 12-month return of -21.38%. The PSG Equity Fund was the biggest laggard on 
performance over the quarter, contributing -3.09% due to its SA Inc exposure. The fund’s total allocation to the Old Mutual Global Equity Fund as performance over the quarter, contributing -3.09% due to its SA Inc exposure. The fund’s total allocation to the Old Mutual Global Equity Fund as 
well as the Nedgroup Investments Entrepreneur Fund was redeemed over the quarter.well as the Nedgroup Investments Entrepreneur Fund was redeemed over the quarter.

Asset allocation as at 29 February 2020 

Local Equity Local Property Local Bonds Local Cash Foreign

FG IP Mercury Equity FoF 73% 4% 0% 7% 16%



FG IP 
INTERNATIONAL 
FLEXIBLE FUND OF 
FUNDS
For periods until 31 March 2020

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

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

FG IP International Flexible FoF 2.18% 0.39% 5.42% 7.50% 7.48% 8.79%

Benchmark 4.74% 3.50% 10.27% 8.99% 8.00% 9.83%

Global - Multi Asset - Flexible Average 4.74% 3.50% 10.27% 8.99% 7.99% 8.95%

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

• Ninety One Global Strategic Managed Fund • Nedgroup Investments Global Flexible Fund

Performance statistics 

Fund Benchmark

Highest 12-month performance 40.26% 34.52%

Lowest 12-month performance -16.99% -15.05%

% positive months 56.38% 58.67%

The FG International Flexible Fund of Funds returned 2.18% in the first quarter of 2020 and 5.42% over the past 12 months, underperforming the The FG International Flexible Fund of Funds returned 2.18% in the first quarter of 2020 and 5.42% over the past 12 months, underperforming the 
benchmark peer group average quarterly return of 4.74% and the 12-month return of 10.27%. The FGAM Global Growth Fund was the worst-benchmark peer group average quarterly return of 4.74% and the 12-month return of 10.27%. The FGAM Global Growth Fund was the worst-
performing underlying fund over the quarter, returning -2.09% due to its high allocation to global equities. The fund’s total allocation to the Merian performing underlying fund over the quarter, returning -2.09% due to its high allocation to global equities. The fund’s total allocation to the Merian 
World Equity Fund was redeemed over the quarter.World Equity Fund was redeemed over the quarter.

Asset allocation as at 29 February 2020

Global Equity Global Fixed Income Global Cash  Global Property Local Cash 

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

USD GBP EUR JPY Other ZAR

Currency Breakdown 57% 7% 14% 6% 13% 3%
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MARKET PERFORMANCE

Index Asset Class 2Q 2019 3Q 2019 4Q 2019 1Q 2020 Last 12 months Year to Date 2020*

STeFI Composite Index Local Cash 1.80% 1.79% 1.74% 1.69% 7.21% 1.69%

BEASSA ALBI Total Return Index Local Bonds 3.70% 0.74% 1.73% -8.72% -2.99% -8.72%

FTSE/JSE SA Listed Property 
Index (Total Return)

Local Property 4.52% -4.44% 0.58% -48.15% -47.91% -48.15%

FTSE/JSE Africa All Share Index 
(Total Return)

Local shares 3.92% -4.57% 4.63% -21.38% -18.42% -21.38%

JP Morgan World Govt Bond 
Index (USD)

Global Bonds 3.49% 1.14% -0.52% 3.10% 7.35% 3.10%

EPRA/NAREIT Global Index 
(USD)

Global Property -0.90% 2.49% 2.63% -29.10% -26.09% -29.10%

MSCI AC World Index (USD) Global Shares 2.93% -0.53% 8.56% -21.74% -13.02% -21.74%

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

Exchange Rate -2.50% 7.49% -7.65% 27.45% 23.36% 27.45%

*(Return until 31 March 2020)*(Return until 31 March 2020)



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


