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After a surge in the second quarter, world 
markets started to waver in July 
By the end of the third quarter, just over 35 million cases of 
COVID-19 had been recorded globally and 1.04 million people 
had lost their lives. Of these deaths, 17 000 were reported in 
South Africa. While the peak seemed to have been reached 
in most parts of the world, the number of new cases per day  
(as the rate of testing increased) has increased in some. With the 
availability of a proven and certified vaccine still some months 
away, world markets started to waver in July after the surge in the 
second quarter.

The divergence in equity market sector 
performances was staggering
Lockdown regulations across the world brought about a rally in 
technology-related stocks, with the MSCI World Information 
Technology Index posting growth of 27% (in dollar terms) since 
the beginning of the year, while other sectors suffered substantial 
losses. Energy and financials were the worst hit, declining by  
45% and 21% respectively over the same period. On average, the 
MSCI World Index managed to erase most of the losses incurred 
between February and April to almost break even for the year  
to date.

After record levels of market volatility, the JSE 
now offers exceptional value
The movements in the South African equity and bond markets 
were astounding for the most part, recording levels of volatility 
never before seen over such a short period of time. The worst-hit 
sector on the FTSE/JSE All Share Index (ALSI) was listed property, 
which declined 48% for the year to date, followed by financials, 
which lost 30% in value. However, thanks to the ALSI’s large 
exposure to rand-hedged companies as well as technology and 
resource stocks, the ALSI is now only 2.59% lower than what it 
was at the end of 2019. Considering the lacklustre performance 
of our market in the preceding four years, the JSE now offers 
exceptional value and investment opportunities.
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EDITORIAL COMMENT (CONTINUED)

All FG funds managed to significantly 
outperform the JSE in the year to date
This was achieved by our diligent investment processes, which 
include sensible asset allocation and manager selection and staying 
the course. The average client portfolio still managed to produce 
real returns, despite this being one of the most challenging years 
of our lifetimes.

In this edition, we offer some insights to help you 
make sense of the 2020 investment landscape
FG Asset Management Portfolio Manager Jacy Harington sheds 
some light on the impact of monetary response, while Mark Appleton  
(FG Asset Management Investment Committee member and 
seasoned investment professional) takes a look at the health  
of global developed markets and possible longer-term side effects  
of this year’s events. We also include independent opinions on topics 
such as gold as an investment, equity cycles, and what lessons we 
can learn from these unprecedented times. We close with valuable 
advice on capital gains tax when making portfolio changes.

Investors who have stayed the course will most 
likely be rewarded
Indications are that we are through the worst and that the year 
ahead will reward investors who have not panicked. We trust that 
you will enjoy this read and wish you a healthy and productive last 
quarter of this most abnormal year.

The FG Asset Management Investment Team



GLOBAL BRIEF    |    QUARTER 3   |   2020  |    3

“Unprecedented” has probably been the most 
over-used word over the past few months
An unprecedented speed of collapse of markets in March.  
An unprecedented global pandemic with extraordinary economic and 
social impact. An unprecedented quantity of resources deployed to 
find a medical solution. An unprecedented response from governments 
around the world to stimulate the economy. And an unprecedented 
recovery in markets through April and May. “Unprecedented” has 
probably been the most over-used word over the past few months and 
yet, in many ways, for good reason.

Here are two quotes that neatly sum up the 
current situation
Howard Marks, the founder of Oaktree Capital, wrote an excellent 
memo to his clients in May titled “Uncertainty”. He quoted Ian 
Wilson former Chairman of GE: “No amount of sophistication 
is going to allay the fact that all of our knowledge is about the 
past and all your decisions are about the future”. He also quotes  
Neil Irwin, senior economics correspondent at the New York Times:  
“It would be foolish amid such uncertainty, to make overly 
confident predictions about what the world economic order will 
look like in five years, or even five months”.

Under the circumstances, how do we move 
forward constructively?
So, if you recognise that the future is uncertain and that it is vital to 
have the intellectual humility to acknowledge that the environment 
is very difficult to forecast, what can you constructively do?

Gain insights from self-reflection
Now is the perfect time to reflect and learn about yourself as an 
investor. Because the decline and subsequent bounce-back were 
so quick and recent, you have a rare opportunity to reflect on how 
you felt and what your emotions were over the past few months.

Did you feel fear and panic or were you calm? Were you glued to 
the TV and social media, watching the latest stats, market moves 
and headlines? What were your sources of influences and who did 
you rely on to find your truth? Did you have strong opinions on 
issues and did this remain constant or change frequently?

Understand how you reacted
Experiencing these emotions is completely natural, but each of us 
reacts differently in such circumstances. So, the important thing is 
to understand how you personally reacted, and how this might have 
influenced (and continues to influence) your investment behaviour.

Did you sell assets and move to cash after prices had fallen?  
Did you see the decline as a bargain and invest more in growth 
assets? Did you feel uncertain, freeze and do nothing? Did you 
move money offshore after the rand collapsed? Did you revisit 
your financial plan as a source of reassurance? Did you engage 
your financial advisor to help you as a trusted coach?

Honest reflection is an excellent way to become more self-aware, 
to learn about the consequences of one’s actions, and to improve 
future behaviour.

Investment lessons learnt from reflection
Having had the privilege to reflect personally, and engage with 
many clients, colleagues and advisors, here are some useful 
insights and recommendations:
• Make sure you have a documented investment plan –

and include in this plan some of your natural tendencies
(biases) identified above for reference purposes. This will
help you recognise which emotions to guard against and
which emotions and behaviours stand you in good stead.

• Make sure that your time horizon and exposure to growth
assets (equities and property) is clearly articulated in your
plan as well as the consequence of holding these assets
(e.g. your returns are likely to outpace inflation comfortably
over the long term, but they may also decline by an average
of 30% every five to seven years). This will help you stay the
course during the trying downturns.

• Don’t try to time the market. This is extremely difficult to get
right and very few of the “gurus” who switched to cash before 
the crash, re-invested and benefitted from the bounce. Most
who try this, end up getting their fingers burnt.

• Make sure that your portfolio is well diversified across asset
classes, companies and geographies. This really helps manage 
the volatility of the ride, which in turn encourages you to
stick with your plan and means you are more likely to get to
your destination.

• Where possible, try to accumulate at least six months of
living expenses as emergency savings which you can use if
required. These should be invested in a low risk, highly liquid,
money market (or similar) fund.

• Find an advisor who you trust, who has your best interests
at heart and who can act as your behavioural coach in
challenging times. It is in such times, that good advisors really 
earn their fees.

LESSONS 
LEARNT FROM 
UNPRECEDENTED 
TIMES

Adapted from an article by 
Nic Andrew 

Head of Nedgroup 
Investments
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LESSONS LEARNT FROM  
UNPRECEDENTED TIMES
(CONTINUED)

Use reflection to help navigate the future
These are challenging and uncertain times and it is likely that they 
will continue for the foreseeable future. But while we wait for 
clarity and the new normal to settle in, we are not powerless to 
the circumstances. Using the time to reflect and learn from our 
reactions can help us improve as investors and increase our chances 
of achieving our financial goals.

Roger Federer, the greatest 
tennis player of all time 
is known for how he has 
constantly improved his 
game over the years.  
After losing a rare match 
he said to reporters, 
“Sometimes you win, 
always you learn”.



Economies have rebounded to some extent in 
the third quarter
After falling precipitously in the second quarter economies have, 
with the help of significant monetary and fiscal support, rebounded 
to some degree − as have corporate earnings. The short-term 
numbers can however be very confusing and having a helicopter 
view is helpful.

There is no doubt that in absolute terms there 
has been very real economic damage
In the US for example, hours worked are still down 7.5% year-on-
year, and global economic output is only forecast to get back to 
pre-COVID-19 levels by the end of 2021 (assuming at least a year 
before a widely distributed vaccine is made available). Corporate 
earnings levels appear to have a similar timeframe for recovery. 
This will still leave levels lower than they would have been had 
the virus not made its very destructive appearance. Right now, 
economies remain in a vulnerable state and continue to rely on 
easy money and government spending. 

Global developed investment markets made a 
quick and sustained recovery
Okay, so much for real economics. What about the investment 
landscape in global developed markets? Here there has been a 
definitive V-shaped recovery, driven by central banks pushing 
down interest rates and the cost of capital. Yes, there has been 
real economic damage to earnings, but this has been offset by 
the lower discount rate, which boosts present values of future 
earnings. This effect has been most prevalent in growth stocks 
(and specifically tech stocks with higher future earnings growth 
trajectories). While the price paid for earnings is historically on 
the high side, earnings yields still look quite appealing relative to 
very low bond yields.

Going forward there are a number of issues 
worth noting: 
• Low interest rates and employment

With interest rates near to zero, the responsibility to steer
the economic ship is clearly being passed to fiscal authorities.
There is now more emphasis on fiscal stimulus to provide full
employment. In the US, it seems like the Federal Reserve (Fed)
no longer uses a rules-based approach to raise interest rates,
previously triggered by what it deems to be full employment
levels. Keeping interest rates low (which the Fed has
indicated will be the case for at least another three years) will
accommodate growing government debt service levels.

• A potential inflation over-shoot
While increased money supply normally has an inflationary
impact as it usually increases aggregate demand, it has yet to
do so – private sector consumption is still relatively subdued.
Indeed, it is only when employment recovers meaningfully,
and spare capacity is taken up, that inflation is likely to make
a significant comeback. When this happens an inflation over-
shoot becomes a real probability, with an accommodative Fed
reluctant to raise interest rates. It is when the Fed eventually
reacts that the risks to equity valuations will become apparent.
It is also then that the problems with high debt levels
accumulated over the course of the crisis will become more
pronounced, but perhaps that is still some way off.

• Negative yields
Higher inflation, albeit further down the line, could see real
yields move deeper into negative territory, which would
be negative for the US dollar. Already the US dollar looks
vulnerable to weakness. While previously large deficits have
been financed by other countries’ surpluses being partially
recycled back into US Treasuries, this seems to no longer be
the case. Europe, China and Japan are busy with fiscal stimulus
packages of their own.

In the US, heightened market volatility is 
expected over the election period
In the near term, the US election is also worth noting. Both the 
Democrats and the Republicans are likely to follow a path of fiscal 
stimulus. While geopolitical tensions may reduce with a Democratic 
president and a more progressive personal tax rate will see greater 
spending (less taxes for those with a higher propensity to consume), 
corporate tax rates may well go up. The big risk in the short term is 
a contested election result with a period of turmoil if the candidates 
fail to recognise the result. Heightened market volatility is to be 
expected over the election period. 

A GLOBAL DEVELOPED 
MARKET HEALTH 
CHECK AND POSSIBLE 
LONGER-TERM  
SIDE EFFECTS

By Mark Appleton 

Investment Committee member 
FG Asset Management
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GOLD: TO BUY OR 
NOT TO BUY

Adapted from an article by 
Alwyn van der Merwe

Director of Investments 
Sanlam Private Wealth

Views on whether to include gold in an 
investment portfolio tend to be divided
We all know that discussing politics or religion at the dinner table 
is a sure way to ruffle feathers and even ruin the get-together. 
The same may be said of any debate about whether gold should be 
included in an investment portfolio. Views on this subject tend to 
be highly polarised – investors seem to either love gold, or they’ll 
never be persuaded to buy it. This article provides an objective 
assessment of the investment merits of the precious yellow metal.

A brief history of the merits of owning gold
The story of gold begins nearly 5 000 years ago, with the first records 
of the monetary use of precious metals dating back to the Early 
Bronze Age around Mesopotamia and Egypt. Gold became valuable 
during this time since it was useful as a medium of exchange to 
facilitate commerce, an effective store of wealth for the upper 
class and, importantly, a radiant display of power and status for the 
ruling elite of the state. While it’s no longer a common medium of 
exchange, the precious metal still has merits as a store of value in 
investment portfolios.

As with any other asset class, gold should be 
considered as one part of a diversified portfolio
Today, gold needs to compete with traditional asset classes for “shelf 
space” in an investment portfolio. Crafting the proportions of the 
broadly defined asset classes – equities, cash, fixed interest assets, 
property and alternative investments – is based on the valuation, or 
the implicit prospective returns, and the risk associated with each 
asset class. The relative attractiveness of an asset class should, all 
things being equal, determine its weight in a portfolio. To reduce 
risk, it is important to introduce diversification or create a blend 
of different asset classes – their respective price behaviours would 
typically be uncorrelated and hence provide a less volatile investment 
return outcome.

It is difficult to put a value on gold, as it doesn’t 
generate an income
Since equities, property and fixed income assets generate an income, 
it’s possible to determine a value for these asset categories based 
simply on the expected income stream. Gold does not generate any 
income. It is therefore extremely difficult to put a value on the metal, 
and its inclusion in a portfolio would depend largely on the hope that 
another investor would in future believe the investment is worth more 
than what you paid for it.

Two good reasons for considering gold today
There are two ways to think about the value of gold. The first relates 
to its scarcity value. If you buy gold because it is scarce, then the 
price should be closely related to the marginal cost of producing the 
metal. However, the price history of gold since 1974 – the first year it 
was freely traded in recent history – suggests that there’s no reliable 
relationship between the traded value of gold and the marginal cost of 
production. A decision to put value on gold based on this cost wouldn’t 
have produced good investment results for portfolios. For the record, 
at the time of writing, the marginal cost of production is around  
US$1 400 per ounce versus a traded gold price of US$1 950.

The second reason for considering gold is that it’s widely believed to 
be a store of value in times of uncertainty, or when the purchasing 
power of money deteriorates – in other words, when there is inflation.

The gold bulls often use this argument, which should be put to the 
test. It’s clear from Figure 1 below that gold performed well from the 
mid-1970s to the early 1980s when the world was plagued by a high 
inflation rate triggered by an oil shock. But then the gold price traded 
sideways for more than 20 years, and investors lost faith in the metal 
as an investment. In fact, it was only in 2007 during the global financial 
crisis that gold reached the highs of 1980 again and since then, the 
uncertainty in the macro arena has certainly added to the attraction of 
the metal, as can be seen from Figure 1.

Figure 1: Dollar gold price from the mid-1970s to today

Source: INet
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GOLD: TO BUY OR NOT TO BUY
(CONTINUED)

When we look at a similar graph in real terms (after inflation), the case 
for gold as an investment looks patchy, yet it managed to outperform 
US inflation since 1974 – see Figure 2. One can’t deny the fact that 
there have been periods over the past 46 years when an investment in 
the precious metal has rewarded investors richly.

Figure 2: The real dollar gold price over the same period

Source: INet

Including gold in a portfolio is likely to reduce 
volatility in the overall investment outcome
The gold price behaves in a way uncorrelated to equity prices.  
In an investment landscape of highly volatile global equity markets,  
it therefore makes sense to include the metal in investment portfolios, 
as it is likely to reduce volatility in the overall investment outcome.

Other reasons that support the case for an 
investment in the precious metal:
• Global low interest rates have reduced the holding costs

of gold to zero. Put differently, there’s no opportunity cost
to holding gold.

• Economic authorities have allowed money supply to increase
materially – some would refer to the money creation as the
so-called debasement of currency. In this environment, gold
could well step in as a store of value.

• Inflation hasn’t been an economic issue in the world since
the early 1980s. However, there is a risk that the relentless
stimulus and a gradual decline in unit labour costs could reignite
inflation rates. As demonstrated, gold normally performs well
in an inflationary environment.

Most of these arguments should be well known to investors and this 
may well explain the recent strength in the gold price. However, they’re 
likely to remain valid for the foreseeable future. 
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EQUITIES: LOOKING 
THROUGH THE CYCLE 

Adapted from an article by 
David Lerche 

Senior Investment Analyst 
Sanlam Private Wealth

The world is a rather unpredictable place at 
the moment
While equity markets are up by a whopping 53% since the March 2020 
lows, the outlook for the global economy remains uncertain. All major 
economies except China are expected to contract by more than 5% this 
year. This will undoubtedly result in substantial declines in company 
profits, which begs the question: why should an investor continue to 
hold equities? In our view, it’s crucial not to get too caught up in shorter-
term challenges and rather take a through-the-cycle approach when 
valuing companies.

While earnings expectations have declined, 
company profits are expected to rebound
As indicated by the grey line in Figure 1, the price-earnings (P/E) 
multiple of the MSCI World Index, looking one year forward, is  
at around 24 times, which is high relative to history and nearly  
42% higher than it was at the start of 2020. The index level is about 
4% above January levels, which shows the extent to which earnings 
expectations have declined.

However, the market recognises COVID-19 as an exogenous, 
temporary shock to the world, rather than something threatening 
the entire system the way the 2008/2009 global financial crisis did.  
The index level tells us that the market is ignoring the current 
difficulties and expecting company profits to rebound in 2021  
and 2022.

Figure 1: MSCI World Index level and rolled forward price-earnings 
(P/E) multiple 

Source: Bloomberg

It’s important to look beyond the short-term 
difficulties 
We believe in looking through the cycle and assessing companies’ 
sustainable earnings levels. We then value companies based on what 
we believe they can deliver consistently over time, and seek to take 
advantage of mispricing when the market is either too optimistic, or 
too pessimistic.

The three high-level questions we’ve been asking over the last few 
months are:
• Will companies, on average, return to their pre-COVID-19

earnings levels?

• If so, how long will it take for this to happen?

• How do the answers to these two questions impact the
valuations of companies?

Some companies, like Amazon, will benefit from the COVID-19 
pandemic, while others, like certain airlines, will go bankrupt. This 
leaves a large “middle ground” – the earnings profile of an average 
company in this territory is illustrated in Figure 2.

Figure 2: Earnings profile of a hypothetical average company –  
Acme Industries

Source: Sanlam Private Wealth
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EQUITIES: LOOKING THROUGH THE CYCLE
(CONTINUED)

A hypothetical case study shows sales and 
profits will still be below pre-COVID-19 levels 
in 2021
If we assume that a hypothetical average company, Acme Industries, 
made R100 profit in 2019, the pre-COVID-19 base-case assumption 
would have been for profit of around R105 in 2020, rising at, say,  
5% per year. While the exact COVID-19 impact in 2020 is uncertain, 
we do know that it’s distinctly negative for Acme. We set a base-case 
assumption of a 50% decline in earnings in 2020. The likely scenario 
would then be a sharp recovery in profits in 2021 off the low 2020 
base assuming no further lockdowns. But given the overall contraction 
of the economy in 2020, demand, sales and profits in 2021 should still 
be below pre-COVID-19 levels.

The GDP base has been set lower and earnings 
are likely to be lower than expected
There are differing views on how quickly the economy will recover after 
the pandemic, but the key point is that the gross domestic product 
(GDP) base has been set lower, as would be the case for the so-called 
average company’s profits. As illustrated in the ‘likely’ scenario above, 
we would expect Acme’s 2024 earnings to still be about 6% below the 
pre-COVID-19 expectation for that year. Under our bear-case scenario, 
this could be as much as 12% below the pre-pandemic expectation.

Economies and companies will recover, but it 
will take time
The exact numbers are less important than the concept: economies 
and company earnings will recover in time but won’t hit the levels 
expected of any given year that were baked into valuations before the 
emergence of COVID-19. Acme would likely return to 2019 earnings 
levels only in 2021.

COVID-19 should lower company valuations
How does this impact Acme’s valuation? Remember, the value of 
a company is simply the sum of that company’s future earnings, 
discounted back to today.

The “likely” scenario (the pale red line in Figure 2) would result in a 
10% reduction in the discounted cash flow valuation (DCF) of Acme 
Industries relative to one based on pre-COVID-19 estimates. We use 
a DCF method because it takes into account the company’s expected 
cash profit over many years, not just over the short term.

When calculating a DCF valuation, typically around three quarters of 
a company’s value would come from expectations beyond year five.  
By contrast, only 10% would come from the first two years, as shown 
in Figure 3.

Figure 3: Relevance of different periods in the composition of a typical 
DCF valuation

Source: Sanlam Private Wealth 

A long-term outlook is crucial
It’s clear that long-term expectations are more important in valuing 
a company than the short-term outlook. Valuations based on  
one-year forward earnings would be inappropriate where they’re 
not representative of sustainable longer-term expectations. In 
the COVID-19 crisis, we view short-term earnings as being below 
sustainable levels. We would, however, apply the same logic to a 
situation in which short-term earnings appear unsustainably high (for 
example, we expect long-term iron ore prices to be below current 
levels, and we value such miners accordingly. 

We believe in looking through the cycle and 
beyond the short-term challenges
The market has shown a remarkably quick return to rationality since 
the panic in March 2020 – governments acted quickly to provide 
stimulus and investors took the view that the pandemic will be  
short-lived. Our base-case view is that markets should be trading at 
around 10% below their pre-COVID-19 levels – in our view, they’re 
currently trading at levels more expensive than our calculated  
fair value. 
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UNDERSTANDING 
THE IMPACT OF 
MONETARY POLICY 
RESPONSES

By Jacy Harington 

Portfolio Manager 
FG Asset Management 

It is safe to say that no one expected the events 
of the past year to unfold as they did 
Looking back over the economic outlooks for 2020 published by 
asset managers at the end of last year, the scenario that has played 
out over the past nine months was on nobody’s radar. At the start 
of the year a number of headlines were surfacing regarding an 
outbreak of a new coronavirus in central China, thought to have 
originated at a food market in December. Market participants paid 
little attention, assuming that it would be contained and more of a 
localised issue for China. Several studies have now confirmed that 
the virus had already breached continents to Europe as early as 
December 2019. Only seven weeks later, the harsh reality of the 
virus had set in, with global markets set to lose over 30% of their 
value over the subsequent four weeks. 

Governments around the world were forced 
into an unprecedented fiscal and monetary 
response
Given the extraordinary and unfamiliar circumstances global 
authorities were presented with, the extreme reaction on their 
part was widely understood and supported. To try and counteract 
the severe economic consequences of shutting down significant 
parts of economies, governments around the world approved 
unparalleled fiscal support packages. These included additional 
unemployment compensation, one-time tax rebates, and outright 
grants to small businesses. In addition, we saw global central banks 
approve monetary stimulus that dwarfed the ‘unprecedented’ 
response to the 2008 global financial crisis (GFC). The fiscal 
and monetary reaction was broader and swifter than we have 
ever seen, with the initial responses hoping to drive a V-shaped 
economic recovery. However, it is now clear that even though 
the second quarter’s economic contraction was self-induced by 
locking down certain parts of the economy, simply reopening 
those parts again will not result in an automatic recovery back to 
previous activity levels. 

As a result of these policy measures, global 
financial markets rebounded swiftly, but many 
short-term uncertainties remain
Risk assets have responded to the swift and unprecedented 
fiscal and monetary policy measures with global financial markets 
rebounding at an equally astounding pace. In the US specifically, the 
S&P 500 reached a new record-high only five months after the lows 
reached in March. The first quarter of 2020 was the shortest bear 
market for US equities in history. We now have to wait for company 
fundamentals to catch up with valuations along with the recovery 
in economic activity. There are still a lot of short-term uncertainties 

regarding the effect of the virus, for example the extent of second or 
third waves, further economic implications of additional waves, and 
the timing of a vaccine becoming available. Looking beyond these 
short-term unknowns there are even bigger implications that need 
to be considered and understood as a result of the extraordinary 
magnitude of the monetary and fiscal stimulus. 

These policies will continue to have significant 
consequences for global financial markets
Even though the US Federal Reserve (the Fed)’s monetary policy 
tools are seen as being very limited, the implications of these 
policies are important to understand. They have very significant 
consequences for global financial markets and will continue to 
have an impact for as long as the policies remain in place.

The rate cut by the Fed has led to lower debt 
servicing costs and a depressed discount rate 
The first tool implemented by the Fed was to cut its policy rate 
(the US federal funds rate) by 150 basis points to target the new 
range of 0% to 0.25%, reverting back to the low levels reached 
following previous global financial crises. 

Figure 1: The US federal funds rate

Sources: Trading Economics, US Federal Reserve

1. The first implication is lower debt servicing costs for companies
and consumers
The first obvious implication of near-zero policy rates is
lower debt servicing costs for companies and consumers.
An immediate side-effect of this is that it allows for
unprofitable companies, also known as zombie companies, to
remain operational since the extraordinary low interest rates
enable them to cover their interest costs on outstanding debt.
These companies would not, under ‘normal’ circumstances, be
going concerns and the capital that they consume is not being
allocated efficiently.
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UNDERSTANDING THE IMPACT OF MONETARY 
POLICY RESPONSES
(CONTINUED)

2. A second implication is that the discount rate has collapsed to
very depressed levels
The discount rate, used to value future company cash flows, has
also collapsed to very depressed levels. Using the discounted
cash flow (DCF) valuation method, the value of any stock or
other asset is the present value of its expected future cash
flows. If you collapse the rate used to discount those future
cash flows down to levels close to zero, then the implied value
of those assets goes up dramatically. This has been a particularly
important driver of valuations of growth companies as a greater
part of these companies’ current valuation is reliant on larger
future cash flows. This, together with the accelerated adaption
of technology as a result of COVID-19, has seen growth stocks 
significantly outperform the broader market.

The Fed also implemented an asset purchases 
programme at an alarming rate, forcing 
investors to take on more risk
In March, the Fed announced the very bold and rapid increase 
of their balance sheet (also known as quantitative easing or QE) 
by almost 73% to $7 trillion. The promise of asset purchases was 
open-ended and extended for the first time to cover corporate 
bonds and high yield exchange-traded funds (ETFs). During the 
height of the GFC, the Fed’s balance sheet grew from $870 billion 
to $4.5 trillion over a period of six years from 2008 to 2014.  
The expansion of the Fed’s balance sheet this time around has 
been of similar quantum – however, it has been executed over a 
mere three months! 

Although the Fed’s response helped to eliminate the dysfunction 
in the market, we also saw significant increases in asset prices. 
The Fed’s purchase programme has supported the higher prices 
of US treasuries and consequently compressed yield levels (the 
10-year treasury has been trading at around 0.60% since March).
As a result of the collapse of treasury yields, investors have been
forced to take on more risk to obtain their required level of return.
The demand created by investors being forced to shift further out
on the risk curve has been one of the main supportive factors for
riskier assets.

The current accommodative monetary policy will 
remain in place for some time, but it’s not clear 
how much higher inflation will be allowed to go
At the annual Jackson Hole conference at the end of August, 
markets were further reassured that the current accommodative 
monetary policy will remain in place for an extended period of 
time. Current Fed Chairman Jerome Powell announced the 
adoption of average inflation targeting (AIT) at the conference. 
Essentially, AIT allows for policy rates to remain low even if 
inflation exceeds the Fed’s previously mandated 2% target, as 
long as inflation still averages 2% over a certain period of time. It 
is still unclear how much higher inflation will be allowed to go, or 
how long their averaging period will be. Understanding this will be 
key in getting a better sense of how long the loose policy can be 
in place. Consequently, the market is closely watching the Fed’s 
guidance in order to gauge the future direction of US nominal 
yields and by implication all risk assets. 

US government policy over the next 20 to 30 years 
will need to find ways to reduce debt levels
The Fed’s increased tolerance for higher inflation has reignited 
the debate around the potential for using inflation to erode debt. 
As a result of the fiscal spending, together with the downturn, US 
government debt levels are expected to balloon from 80% debt-to-
GDP pre-crisis to approximately 110% by 2023. US government 
policy over the next 20 to 30 years will have to look at reducing 
these debt levels. A significant difference in policy response this time 
around relative to the GFC was that it was done in conjunction with 
fiscal spending. During the GFC, monetary policy (QE) did not result 
in higher inflation. This has given central banks more confidence in 
adopting further unprecedented policies. This time, however, the 
policies might result in inflation because fiscal spending has resulted 
in money flowing directly to the real economy, which has the potential 
to drive prices higher. 

We will continue to invest in assets that 
balance opportunity with capital protection
As we navigate through these unpredictable times, we are 
conscious that many longer-term implications of this year’s 
unprecedented policy response are still relatively unknown.  
We will only learn over time what the real costs of these policies 
will be to investors and savers. Our aim is to continue to position 
our funds in assets that would provide the best balance of 
opportunity and capital protection.

Source: Board of Governors of the Federal Reserve System (US)

Figure 2: US Federal Reserve balance sheet – total assets
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WHEN SELLING, 
WHAT ABOUT 
CAPITAL GAINS TAX?

Adapted from an article by  
Paul Hutchinson, with 
permission from Ninety One 

Sales Manager 
Ninety One

Investors should be aware of the impact of 
capital gains tax (CGT) when switching funds 
Even if a warning signal triggers a re-evaluation of a discretionary 
investment, a further consideration is the early payment of CGT 
when making portfolio changes. Investors need to carefully evaluate 
the impact of CGT against the expected benefit of a fund switch.

The fast view:
• The capital gains tax (CGT) impact of making changes to

a discretionary investment portfolio should be carefully
considered and quantified.

• The early payment of CGT can set a portfolio back and should
therefore be evaluated against the expected benefit of the
portfolio change.

• The additional return required from switching into another
fund depends on factors such as the respective fund’s return
profile, the investment time horizon, and the point at which
the investor decides to switch.

• We strongly recommend that you consult with a qualified
financial advisor and seek expert tax advice, as required.

There are several warning signals that should 
trigger the re-evaluation of an investment
The impact of capital gains tax is often overlooked. While investors 
are encouraged to remain invested through the cycle, there are 
several warning signals that should trigger the re-evaluation of their 
investment in consultation with their financial advisor.

For discretionary investors, even if a warning signal triggers a  
re-evaluation of their investment, a further consideration is the 
early payment of CGT when making portfolio changes. Or is it?

While often considered, the CGT impact is 
seldom quantified 
However, this is an important exercise because when an investor 
disinvests intra-term and pays CGT, there is the compounding 
opportunity cost of the tax paid. Simply put, an investor in the 
maximum marginal tax bracket who realises a capital gain of a  
R100 000 pays CGT of R18 000 (if he has already used his annual 
capital gains exclusion of R40 000). The opportunity cost to the 
investor is then the difference between the future growth on  
the full R100 000 (if he did not realise the investment) versus  
the growth on only R82 000. This opportunity cost is often 
missed in the investment planning process because the CGT on a  
portfolio rebalance is generally paid later in the year, and often 
from an investor’s other liquid assets.

Quantifying the CGT cost of portfolio changes
Now that we understand that the early payment of CGT may 
carry an opportunity cost, we have tried to answer the following 
question: “If an investor switches out of fund A and into fund B at 
some point during their investment term, what additional return 
is required from fund B to compensate the investor for the early 
payment of CGT?”

The answer to this question is not straightforward and depends 
on multiple factors. These include the return profile of fund A and 
fund B, the investor’s investment time horizon, and at which point 
in the investment time horizon the investor decides to switch.

As an example, let’s compare the experience of two investors, Jack 
and Jill, who invest a similar amount in fund A at the same time, 
and have an investment time horizon of 10 years. Fund A delivers 
a consistent return of 10% per year and Jack remains invested for 
the full 10 years, at which time he disinvests and pays his CGT 
liability. Jill, on the other hand, identifies a warning signal and 
decides to switch out of fund A after five years. After paying CGT, 
Jill invests the remainder of her proceeds into fund B. Table 1 sets 
out the excess return per year that fund B must deliver over the 
following five years so that Jill has the same fund value as Jack at 
the end of the 10-year term.

Table 1: Excess return required from fund B

Fund A return
Fund B  

required return
Fund B excess 
required return

6% p.a. 6.25% p.a. 0.25% p.a.

8% p.a. 8.42% p.a. 0.42% p.a.

10% p.a. 10.60% p.a. 0.60% p.a.

12% p.a. 12.81% p.a. 0.81% p.a.

Source: Ninety One

Table 1 shows that for an annual return of 10% from fund A, fund B 
needs to produce an additional 0.60% per year so that Jack and Jill 
finish on the same fund value after 10 years. This difference in return 
represents the opportunity cost of paying CGT after five years.
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WHEN SELLING, WHAT ABOUT  
CAPITAL GAINS TAX?
(CONTINUED)

Fairly intuitively, our analysis indicates that:
• The required additional return from fund B increases as the 

return from fund A increases (as seen in the table).

• The longer the investment time horizon, the greater the 
additional return required from fund B (e.g. doubling the 
investment term to 20 years increases the excess return 
required on fund B from 0.60% per year to 0.81% per year).

• The earlier into the investment time horizon you switch, the 
lower the additional return required from fund B and vice versa.

The CGT impact of making changes to an 
investment portfolio should be carefully 
considered and quantified 
The CGT impact can set a portfolio back and should therefore be 
evaluated against the expected benefit of the portfolio change. 
Given the multiple factors that will affect this decision, we strongly 
recommend that you consult with a qualified financial advisor and 
seek expert tax advice, as required.
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The promise of additional fiscal support by the US government 
supported the positive risk-on sentiment over the first two months 
of the quarter. In September, however, risk appetite faded as the 
Democrats and Republicans failed to reach an agreement over the 
extension of the US fiscal stimulus package. It is now looking less 
likely that an additional economic relief package will be finalised 
ahead of the US election in November. The resurgence of COVID-19 
cases in Europe and increasing concerns over the upcoming US 
election further weighed on sentiment into quarter-end. 

Figure 1: Asset class returns for the third quarter

Source: Morningstar

Overall, emerging equity markets outperformed developed 
markets over the quarter. However, the local equity market’s 
performance lagged as the FTSE/JSE All Share Index (ALSI) was 
only marginally positive at 0.67% in rand terms. While resources 
had another strong quarter, South African-focused financials 
continue to struggle. Local listed property’s performance also 
remained under pressure given the sector’s uncertain outlook for 
future distributions.

MARKET 
COMMENTARY 

Jacy Harington 

Portfolio Manager  
FG Asset Management

While the quarter got off to a positive start, sentiment faded towards quarter-end
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MARKET COMMENTARY
(CONTINUED)

The past quarter’s returns were subdued 
compared to the first two quarters
Looking at returns for the year so far, the third quarter’s returns 
were much more subdued relative to the first two quarters, as 
the market had time to digest the severe shock of shutting down 
economies and the subsequent unprecedented fiscal and monetary 
responses. Going forward, it is now key to see how well economic 
activity recovers as lockdown restrictions are eased and whether 
the initial recovery can be maintained. 

Figure 2: South African asset class returns year-to-date

Source: Morningstar

Figure 3: Breakdown of South Africa’s second quarter GDP growth rate

Source: BusinessTech. Stats SA

Both in the US and locally GDP has declined 
significantly as a result of lockdown
Global growth data released in July confirmed the severity of the 
downturn as a result of COVID-19 containment measures being 
enforced during the second quarter. The final estimate for US GDP 
for the second quarter showed the largest quarterly contraction in 
growth in more than 70 years – in fact, since this data has been 
recorded. US GDP contracted 31.4% from the first quarter on an 
annualised basis. 

Locally, the second quarter’s GDP figure was released in 
September, which showed the South African economy shrinking 
51% on an annualised basis. Even though this significant 
decline was mostly expected, it highlights the extreme 
impact the lockdown has had on the South African economy.  
The breakdown of the second quarter’s growth reflects broad-
based weakness across the majority of sectors, with only 
Agriculture reflecting positive growth. Manufacturing and 
Trade were the largest detractors from growth, detracting  
-10.8% and -10.5% respectively. In the new growth forecasts
released by the South African Reserve Bank (SARB) in September,
the bank expects a contraction of -8.2% in 2020, followed by 
3.9% expansion in 2021.
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MARKET COMMENTARY
(CONTINUED)

In September, for the first time this year, the 
SARB did not reduce the repo rate
In July, the SARB reduced the repo rate by another 0.25% to leave 
it at a new low of 3.5%. The decision was not unanimous, as two 
of the five Monetary Policy Committee (MPC) members voted 
for no change in the policy rate. At the second meeting of the 
quarter, held in September, the MPC kept policy rates unchanged 
despite lowering their forecasts for both growth and inflation. The 
decision was again split, with two of the five members voting for a 
further 0.25% rate cut. It was the first meeting of the year where 
the SARB did not reduce the repo rate, following an aggressive 
rate-cutting cycle during which rates were lowered by 3% in total. 

Inflation has reverted to pre-COVID-19 levels 
and remains subdued in most categories
Over the quarter we saw inflation reverting to pre-COVID-19 
levels; however, it remains close to the lower band of the SARB’s 
3%-6% target range. August’s annual inflation came in at 3.1% − 
one percentage point higher than the 2.1% lows we saw in May. 
The rebound was driven mainly by the increase in fuel prices, while 
the majority of the other categories of inflation remain subdued. 

Further accommodative monetary policy 
changes in the US failed to offset negative 
sentiment
The annual global central banking conference, Jackson Hole, was 
held at the end of August. Jerome Powell, Head of the US Federal 
Reserve (the Fed), announced a significant shift in its monetary 
policy. There were two key changes. The first was the allowance 
for inflation to overshoot the Fed’s 2% target following periods 
when inflation had run below target. (The aim is to achieve an 
average inflation rate of 2% over time.) The second change was 
that the Fed no longer sees a tight labour market necessarily 
resulting in higher inflation. The bank will therefore not tighten 
monetary policy if the labour market is at maximum capacity 
unless they see “unwanted increases in inflation”. Even though 
these changes were seen as further extending the accommodative 
monetary policy, they failed to offset the negative sentiment that 
built up over September. 

Uncertainty looms ahead of the November US 
elections 
Looking ahead to the last quarter of this unusual year, the US 
election is due to be held on 3 November. It is expected that 
this event will also be plagued by unfamiliar circumstances, one 
being the much larger proportion of mail-in voting and the time it 
will take to get these votes counted, which could be weeks. The 
current US President has also refused to commit to a peaceful 
transfer of power and stated that he would challenge a result in 
the Supreme Court, should he fail to obtain victory. 

Here at home we await the Finance Minister’s 
announcement on expenditure cuts
Locally, South Africans are anticipating the Medium Term Budget 
Policy Statement (MTBPS) where the Finance Minister is expected 
to announce the promised expenditure cuts. The credibility and 
acceptance of this plan will be crucial to reducing the fiscal deficit 
and stabilising debt.
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FG IP JUPITER 
INCOME FUND OF 
FUNDS

For periods until 30 September 2020

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

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

FG IP Jupiter Income FoF 5.55% 3.04% 4.69% 6.80% 7.43% 7.83%

STeFI Composite Index 2.64% 4.38% 6.20% 6.93% 7.11% 7.25%

ASISA SA Multi Asset Income Category 
Average

4.90% 3.43% 5.17% 6.90% 7.23% 7.69%

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 
• Coronation Strategic Income Fund • Prescient Income Provider Fund
• Nedgroup Investments Flexible Income Fund • Terebinth 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 93.37% 100.00%

The FG IP Jupiter Income Fund of Funds returned +1.15% in the third quarter of 2020 and +4.69% over the past 12 months, underperforming the The FG IP Jupiter Income Fund of Funds returned +1.15% in the third quarter of 2020 and +4.69% over the past 12 months, underperforming the 
benchmark Alexander Forbes Short Term Fixed Income Index quarterly return of +1.16% and 12-month return of +6.20%. The Prescient Income benchmark Alexander Forbes Short Term Fixed Income Index quarterly return of +1.16% and 12-month return of +6.20%. The Prescient Income 
Provider Fund was the worst-performing underlying fund over the quarter, returning +0.89%. No changes were made to the fund over the quarter.Provider Fund was the worst-performing underlying fund over the quarter, returning +0.89%. No changes were made to the fund over the quarter.

Asset allocation as at 31 August 2020 

Local Equity Local Property Local Bonds Local Cash Foreign

FG IP Jupiter Income FoF 0% 2% 41% 50% 7%
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FG IP VENUS 
CAUTIOUS FUND OF 
FUNDS

For periods until 30 September 2020

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

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

FG IP Venus Cautious FoF 9.34% 2.87% 4.68% 4.92% 6.56% 8.36%

ASISA SA Multi Asset Low Equity Category 
Average

9.38% 1.53% 3.04% 4.26% 5.20% 7.16%

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 • Ninety One Global Multi-Asset Income Feeder Fund
• ABSA Property Equity Fund • Ninety One Global Franchise Feeder Fund
• Coronation Optimum Growth Fund • Prescient Income Provider Fund
• Coronation Strategic Income Fund • Saffron SCI Opportunity Income Fund
• Fairtree Equity Prescient Fund • Satrix Bond Index Fund
• Matrix SCI Defensive Balanced Fund • Sanlam Multi Manged Inflation Linked Bond Fund
• Nedgroup Investments Opportunity Fund • Sesfikile SCI Property Fund
• Ninety One Diversified Income Fund • Terebinth SCI Strategic Income Fund

Performance statistics 

Fund Benchmark

Highest 12-month performance 15.12% 16.56%

Lowest 12-month performance -1.41% -3.15%

% positive months 71.07% 71.07%

The FG IP Venus Cautious Fund of Funds returned +0.80% in the third quarter of 2020 and +4.68% over the past 12 months, underperforming The FG IP Venus Cautious Fund of Funds returned +0.80% in the third quarter of 2020 and +4.68% over the past 12 months, underperforming 
the benchmark peer group average quarterly return of +0.96%, but outperforming the 12-month return of +3.04%. The ABSA Property the benchmark peer group average quarterly return of +0.96%, but outperforming the 12-month return of +3.04%. The ABSA Property 
Equity Fund was the worst-performing underlying fund, returning -19.98% over the quarter. An initial position was made into the Sanlam Equity Fund was the worst-performing underlying fund, returning -19.98% over the quarter. An initial position was made into the Sanlam 
Multi Managed Inflation Linked Bond Fund, which tracks the Barclays ILB Index. The position will provide protection to the portfolio in an Multi Managed Inflation Linked Bond Fund, which tracks the Barclays ILB Index. The position will provide protection to the portfolio in an 
inflationary environment over the longer term.inflationary environment over the longer term.

Asset allocation as at 31 August 2020 

Local Equity Local Property Local Bonds Local Cash Foreign

FG IP Venus Cautious FoF 13% 5% 26% 33% 23%



FG IP SATURN 
FLEXIBLE FUND OF 
FUNDS

For periods until 30 September 2020

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

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

FG IP Saturn Flexible FoF 13.81% 1.64% 4.35% 3.87% 5.03% 9.71%

ASISA SA Multi Asset Medium Equity Category 
Average

12.57% 0.80% 2.81% 3.33% 4.44% 8.43%

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
• Matrix SCI Defensive Balanced Fund • SIM Inflation Plus Fund
• Ninety One Opportunity Fund • Truffle SCI Flexible Fund
• Nedgroup Investments Opportunity Fund

Performance statistics 

Fund Benchmark

Highest 12-month performance 31.40% 26.41%

Lowest 12-month performance -18.22% -15.68%

% positive months 68.51% 66.30%

The FG IP Saturn Flexible Fund of Funds returned +1.80% in the third quarter of 2020 and +4.35% over the past 12 months, outperforming the The FG IP Saturn Flexible Fund of Funds returned +1.80% in the third quarter of 2020 and +4.35% over the past 12 months, outperforming the 
benchmark peer group average quarterly return of +1.12% and the 12-month return of +2.81%. The PSG Flexible Fund was the best-performing benchmark peer group average quarterly return of +1.12% and the 12-month return of +2.81%. The PSG Flexible Fund was the best-performing 
underlying fund, returning +4.08% over the quarter. No changes were made to the fund over the quarter.underlying fund, returning +4.08% over the quarter. No changes were made to the fund over the quarter.

Asset allocation as at 31 August 2020

Local Equity Local Property Local Bonds Local Cash Foreign

FG IP Saturn Flexible FoF 34% 2% 20% 18% 26%
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FG IP NEPTUNE 
GROWTH FUND OF 
FUNDS

For periods until 30 September 2020

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

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

FG IP Neptune Growth FoF 18.79% 0.77% 4.09% 4.25% 5.39% 5.44%

ASISA SA Multi Asset High Equity Category 
Average

14.89% -0.64% 1.84% 2.35% 3.94% 4.18%

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 • Ninety One Equity Fund
• Catalyst Global Real Estate Prescient Feeder Fund • Ninety One Global Franchise Feeder Fund
• Coronation Optimum Growth Fund • Prudential Balanced Fund
• Coronation Strategic Income Fund • PSG Flexible Fund
• Fairtree Equity Prescient Fund • Rezco Value Trend Fund
• Laurium Flexible Prescient Fund • Truffle SCI Flexible Fund

Performance statistics 

Fund Benchmark

Highest 12-month performance 14.27% 12.31%

Lowest 12-month performance -11.21% -10.44%

% positive months 63.01% 61.64%

The FG IP Neptune Growth Fund of Funds returned +2.19% over the third quarter of 2020 and +4.09% over the past 12 months, outperforming The FG IP Neptune Growth Fund of Funds returned +2.19% over the third quarter of 2020 and +4.09% over the past 12 months, outperforming 
the benchmark peer group average quarterly return of +1.29% and the 12-month return of +1.84%. The Fairtree Equity Prescient Fund was the the benchmark peer group average quarterly return of +1.29% and the 12-month return of +1.84%. The Fairtree Equity Prescient Fund was the 
best-performing underlying fund, returning +8.69% over the quarter as the fund’s resources and industrials exposure contributed positively to best-performing underlying fund, returning +8.69% over the quarter as the fund’s resources and industrials exposure contributed positively to 
performance. No changes were made to the fund over the quarter.performance. No changes were made to the fund over the quarter.

Asset allocation as at 31 August 2020

Local Equity Local Property Local Bonds Local Cash Foreign

FG IP Neptune Growth FoF 44% 3% 11% 13% 29%
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FG IP MERCURY 
EQUITY FUND OF 
FUNDS

For periods until 30 September 2020

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

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

FG IP Mercury Equity FoF 25.16% -1.79% 2.18% 0.71% 2.39% 9.24%

FTSE/JSE Africa All Share (Total Return) 24.01% -2.51% 2.01% 2.39% 4.75% 11.76%

ASISA SA Equity General Category Average 20.74% -7.04% -2.93% -1.16% 1.38% 9.07%

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 • Ninety One Equity Fund
• Coronation Optimum Growth Fund • Ninety One Global Franchise Feeder Fund
• Fairtree Equity Prescient Fund • Prudential Equity Fund
• Gryphon All Share Tracker Fund • PSG Equity Fund
• Laurium Prescient Equity Fund • Sesfikile BCI Property Fund
• Nedgroup Private Wealth Core Equity Fund • Truffle SCI General Equity

Performance statistics 

Fund Benchmark

Highest 12-month performance 41.30% 48.30%

Lowest 12-month performance -31.68% -37.60%

% positive months 61.33% 61.33%

The FG IP Mercury Equity Fund of Funds returned +2.10% in the third quarter of 2020 and +2.18% over the past 12 months, outperforming the The FG IP Mercury Equity Fund of Funds returned +2.10% in the third quarter of 2020 and +2.18% over the past 12 months, outperforming the 
+0.67% quarterly return of the benchmark FTSE/JSE All Share Total Return Index and the 12-month return of +2.01%. The Fairtree Equity Prescient+0.67% quarterly return of the benchmark FTSE/JSE All Share Total Return Index and the 12-month return of +2.01%. The Fairtree Equity Prescient
Fund was the best-performing underlying fund, returning +8.69% over the quarter as the fund’s resources and industrials exposure contributedFund was the best-performing underlying fund, returning +8.69% over the quarter as the fund’s resources and industrials exposure contributed
positively to performance. No changes were made to the fund over the quarter.positively to performance. No changes were made to the fund over the quarter.

Asset allocation as at 31 August 2020 

Local Equity Local Property Local Bonds Local Cash Foreign

FG IP Mercury Equity FoF 74% 4% 0% 5% 17%



FG IP 
INTERNATIONAL 
FLEXIBLE FUND OF 
FUNDS
For periods until 30 September 2020

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

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

FG IP International Flexible FoF 11.60% 14.04% 12.04% 8.83% 9.35% 9.28%

Benchmark 10.77% 16.22% 14.84% 9.90% 9.60% 9.86%

ASISA Global - Multi Asset - Flexible Average 10.77% 16.22% 14.84% 9.90% 9.41% 9.26%

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 • Ninety One Global Strategic Managed Fund
• FGAM Global Growth Fund • Ninety One Global Franchise 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 56.77% 59.62%

The FG International Flexible Fund of Funds returned +1.86% in the third quarter of 2020 and +12.04% over the past 12 months, outperforming The FG International Flexible Fund of Funds returned +1.86% in the third quarter of 2020 and +12.04% over the past 12 months, outperforming 
the benchmark peer group average quarterly return of +1.85% while underperforming the 12-month return of +14.84%. The Ninety One Global the benchmark peer group average quarterly return of +1.85% while underperforming the 12-month return of +14.84%. The Ninety One Global 
Strategic Managed Fund was the best-performing underlying fund over the quarter, returning +7.14%. No changes were made to the fund over Strategic Managed Fund was the best-performing underlying fund over the quarter, returning +7.14%. No changes were made to the fund over 
the quarter.the quarter.

Asset allocation as at 31 August 2020

Global Equity Global Fixed Income Global Cash  Global Property Local Cash 

FG IP International Flexible FoF 65% 7% 21% 5% 2%

USD GBP EUR JPY Other ZAR

Currency Breakdown 66% 3% 12% 5% 12% 2%
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MARKET PERFORMANCE

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

STeFI Composite Index Local Cash 1.74% 1.69% 1.46% 1.16% 6.20% 4.38%

BEASSA ALBI Total Return Index Local Bonds 1.73% -8.72% 9.94% 1.46% 3.58% 1.82%

FTSE/JSE SA Listed Property 
Index (Total Return) Local Property 0.58% -48.15% 20.43% -14.14% -46.07% -46.39%

FTSE/JSE Africa All Share Index 
(Total Return) Local Shares 4.63% -21.38% 23.18% 0.67% 2.01% -2.51%

JP Morgan World Govt Bond 
Index (USD) Global Bonds -0.52% 3.10% 1.46% 2.54% 6.69% 7.26%

FTSE EPRA NAREIT Global REITs 
TR Index (USD) Global Property 1.06% -30.16% 10.78% 1.66% -20.51% -21.34%

MSCI World GR Index (USD) Global Shares 8.68% -20.93% 19.54% 8.05% 10.99% 2.12%

USD/ZAR: Index: MSCI ACWI 
GR Index (USD) Global Shares 9.07% -21.26% 19.39% 8.25% 11.00% 1.77%

USD/ZAR (+ weaker ZAR, 
- stronger ZAR) Exchange Rate -7.65% 27.45% -2.74% -3.90% 10.01% 19.12%

*(Return until 30 September 2020)*(Return until 30 September 2020)
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ADDITIONAL FUND INFORMATION

Fund name No. of participatory interests* NAV (month-end) Total expense ratio (TER)**

FG IP Jupiter Income FoF A 107 172 785.80 R11.94 1.07

FG IP Jupiter Income FoF B 13 295 474.00 R11.84 2.79

FG IP Jupiter Income FoF B1 20 067 320.93 R11.85 2.51

FG IP Jupiter Income FoF A1 48.84 R11.90 1.66

FG IP Venus Cautious FoF A 59 563 197.00 R16.28 1.38

FG IP Venus Cautious FoF B 6 355 742.21 R16.09 3.10

FG IP Venus Cautious FoF B1 12 427 445.58 R16.10 2.81

FG IP Venus Cautious FoF A1 35.16 R16.24 1.93

FG IP Saturn Flexible FoF A 46 144 827.54 R27.26 1.46

FG IP Saturn Flexible FoF B 12 371 749.30 R27.01 3.18

FG IP Saturn Flexible FoF B1 6 744 280.83 R27.04 2.90

FG IP Saturn Flexible FoF A1 20.19 R27.18 2.03

FG IP Neptune Growth FoF A 16 547 887.50 R11.79 1.57

FG IP Neptune Growth FoF B 1 973 203.16 R11.70 3.29

FG IP Neptune Growth FoF B1 718 444.58 R11.71 3.01

FG IP Neptune Growth FoF A1 46.53 R11.76 2.13

FG IP Mercury Equity FoF A 4 505 806.33 R29.52 1.63

FG IP Mercury Equity FoF B 808 025.78 R28.20 3.35

FG IP Mercury Equity FoF B1 72 461.22 R28.75 3.06

FG IP Mercury Equity FoF A1 16.32 R29.46 2.20

FG IP International Flexible FoF A 12 846 244.95 R30.44 1.66

FG IP International Flexible FoF B 1 880 307.99 R25.41 3.32

FG IP International Flexible FoF B1 8 802 178.42 R26.14 3.09

FG IP International Flexible FoF A1 388.56 R30.08 2.23

*Fund size and no. of participatory interests as at 30 September 2020*Fund size and no. of participatory interests as at 30 September 2020
**TER as at 30 June 2020**TER as at 30 June 2020
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DISCLOSURE: Collective Investment Schemes are generally medium to long term investments. The value of participatory interests or the 
investment may go down as well as up. Past performance is not necessarily a guide to future performance. Collective investment schemes 
are traded at ruling prices and can engage in borrowing and scrip lending. A schedule of fees and charges and maximum commissions is 
available on request from the manager. The Manager does not provide any guarantee either with respect to the capital or the return of a 
portfolio. Fund of funds and feeder funds invest in portfolios of other Collective Investment Schemes that levy their own charges, which 
could result in a higher fee structure for the fund of funds. The Manager retains full legal responsibility for the Fund, regardless of Co-Naming 
arrangements. Transaction cutoff time is 14:30 daily. Each portfolio may be closed for new investments. Valuation time is 15:00 (17h00 
at quarter end) and 20:00 for fund of funds and certain funds with significant investments in CIS. Prices are published daily and available 
newspapers countrywide, as well as on request from the Manager. IP Management Company (RF) Pty Ltd is the authorised Manager of the  
Scheme – contact 021 673 1340 or clientservices@ipmc.co.za. Standard Bank is the trustee / custodian – contact compliance-IP@standardbank.
co.za. Additional information including application forms, the annual report of the Manager and detailed holdings of the portfolio as at the last 
quarter end are available, free of charge, from clientservices@ipmc.co.za. IP Management Company is a member of ASISA. Financial Advisor fees 
as agreed between the Investor and the Advisor may apply and payment to the Advisor will be facilitated on behalf of the Investor. A statement of 
changes in the composition of the portfolio during the reporting period is available on request. The portfolio may include foreign investments and the 
following additional risks may apply: liquidity constraints when selling foreign investments and risk of non-settlement of trades; macroeconomic and 
political risks associated with the country in which the investment is made; risk of loss on foreign exchange transactions and investment valuation 
due to fluctuating exchange rates; risk of foreign tax being applicable; potential limitations on availability of market information which could affect 
the valuation and liquidity of an investment. All of these risks could affect the valuation of an investment in the fund.

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

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

INDEPENDENT      
TRANSPARENT       
COMPETENT

www.fgip.co.za

CONTACT US

CAPE TOWN:

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

DURBAN:

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

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

JOHANNESBURG:

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

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

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

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

PRETORIA:

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

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

RICHARDS BAY:

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




