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The impact of COVID-19 will be with us for many 
years to come
I am sure we all look forward to the day when the dreaded acronym 

COVID-19 disappears from our sights. The surge in new cases (and 

deaths) fuelled by evidence of new strains of the virus is however 

a stark reminder that this pandemic is far from over. The reversion 

to Level 3 lockdown in South Africa and the reintroduction of strict 

lockdown measures in several other parts of the world is bound to 

place a further damper on economic growth and, at the very least, delay 

economic recovery. We will feel the impact for several years to come.

Our thoughts and prayers go out to those who have lost loved ones 

during this pandemic and those who are currently fighting for survival.

While 2020 will certainly go down in history 
as the annus horribilis for most, there were 
however also reasons to celebrate

• Carbon dioxide emissions declined; and our environment got 
a much-deserved breather.

• Many people brushed up on basic skills, many learned new 
skills, from cooking to computers, and many rediscovered 
their love for hobbies, like gardening.

• Home industries flourished. 

• Africa was declared free of polio.

• Families were encouraged to spend more quality time 
together.

• Vaccines were approved for distribution.

• Brexit finally came to pass. 

• The US election took place, amidst controversy nonetheless.

• Stock markets around the world managed to post modest 
gains for the year overall, despite one of the worst crashes in 
history earlier in the same year.
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EDITORIAL COMMENT (CONTINUED)

Despite everything that has passed, it is 
important to remain optimistic 

We at FG believe that we have to look forward and work together 
to fight this terrible disease but also to remain optimistic about 
the future. In the words of the late American philosopher  
Noam Chomsky:

“Optimism is a strategy for making a better future. Because unless 
you believe that the future can be better, you are unlikely to step 
up and take responsibility for making it so.” 

In terms of investment markets in 2021, the consensus opinion 
(based on various financial models) is that it will be a much better 
year than 2020, even though the first quarter may be bumpy. 

In this edition, you will find a great selection of articles – all very 
relevant in terms of the current state of the world.

We wish you a year of health and happiness.

The FG Asset Management Investment Team

“Optimism is a strategy 
for making a better future. 
Because unless you believe 
that the future can be better, 
you are unlikely to step up 
and take responsibility for 
making it so.” 
Noam Chomsky, American philosopher
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2020: A WATERSHED 
FOR THE WORLD

Adapted from an article by 
Alwyn van der Merwe 

Director of Investments 
Sanlam Private Wealth

The year 2020 is one that most people would 
rather forget, and yet, few of us will 
In our view, in the years ahead we will look back on this one as 
a reference year – a watershed moment in human history. We 
were certainly tested to the limits, and the devastating impact of 
COVID-19 on human lives as well as the global economy was tragic 
and value-destroying. From an investment perspective, however, 
while the past year was highly unusual, it was not uncommon in the 
context of investment history over the past 100 years.

Last year was a year of extremes in financial 
markets 
Equity prices collapsed spectacularly and then recovered in 
grand fashion. Within the asset class, some sectors became very 
expensive, and some sold off as if those counters would not survive 
the economic fallout. Unlike during the global financial crisis in 
2007/2008 however, economic authorities did everything they 
could to counter the negative impact of COVID-19 on economic 
activity levels. At a societal level, the pandemic accelerated 
developing social and behavioural trends that are now likely to 
become entrenched in societies the world over.

A gradual return to normal can only be 
expected later in 2021 in advanced economies, 
and in 2022/2023 for other regions
At the time of writing, we have passed 90 million reported cases of 
COVID-19 globally, and more than 2 million people have died. The 
world is now experiencing a second wave of infections during the 
northern hemisphere winter. It appears the only way to eradicate, 
or at least contain, this virus is with a vaccine and we’ve certainly 
had some encouraging news on this front of late.

The UK was the first country to approve the Pfizer/BioNTech 
vaccine and have started inoculations in mid-December. Pfizer/
BioNTech and Moderna submitted emergency use authorisation 
requests to the US for their vaccines and the rollout has started in 
the US as well, albeit at a slow pace.

This virus will unfortunately not allow itself to be dictated to 
by a calendar, and we will likely continue to see its impact in 
many regions in the first half of 2021. However, it would not be 
far-fetched to assume a gradual post-vaccine normalisation of 
economic and social activity in advanced economies over the 
second half of 2021 and into the first half of 2022. In other regions, 
a return to normal will likely start to take shape through 2022 and 
well into 2023.

COVID-19 left deep wounds in financial 
markets 
Globally, equity prices collapsed by 34% in dollar terms from late 
February to 23 March as investors panicked out of equities amid 
balance sheet and earnings uncertainty. South African equities 
also sold off aggressively and lost 32% in rand terms – an eye-
watering 47% in US dollar terms. Locally listed property lost 50% 
of its value within a month after the sector had already been on the 
slide for 18 months.

Usually, bonds act as a shock absorber during a crisis. Investors 
at first did not buy the sovereign bond thesis and initially, US 
sovereign bond prices came under pressure. However, when 
investors were eventually assured that the US Federal Reserve 
was prepared to buy these instruments, bond prices did exactly 
what they normally do in a crisis – they appreciated, despite the 
fact that bond yields were already trading at historically very low 
levels or, conversely, very high prices.

Unfortunately for South African bond investors, local bonds were 
not treated as safe-haven assets. Investors’ risk-off mentality led 
to an aggressive sell-off of the rand, cast more doubt on South 
Africa’s ability to service its debt, and ultimately provided a 
trigger for sellers to exit the asset class. The yield of local 10-year 
government bonds spiked from 8.73% to 12.11%. 

However, another safe haven came to the fore. The gold price 
in dollar terms displayed a price pattern similar to that of global 
bonds. Initially, the gold price lost 11% during the financial assets 
sell-off, but then made a spectacular recovery, gaining 38% from 
the lows recorded in March until it peaked in early August.

The impact on economic activity has been 
severe 
These extreme price movements did not happen in a vacuum. The 
impact of the virus on the mobility of people had dire consequences 
for economic activity both locally and globally. Certain industries 
came under severe pressure. Workers lost their jobs – in the US, 
the unemployment rate exceeded the 20% level – causing economic 
activity levels to collapse. In South Africa, we experienced a 
collapse of economic activity of 51% on the seasonally adjusted 
annualised rate in the second quarter.

The impact on economic activity triggered an extremely aggressive 
policy reaction from economic authorities, ranging from measures 
to create liquidity, dropping the price of money or interest rates 
that were already at historically low levels, and massive fiscal 
stimulation that benefited and supported individuals, companies 
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2020: A WATERSHED FOR THE WORLD
(CONTINUED)

and other institutions. On the back of this ‘no holding back’ 
approach by authorities, we have seen a highly aggressive or 
V-shaped response in high street (economic activity) and ‘Wall 
Street’ or financial markets. 

Unprecedented disparity appeared across 
asset classes 
As mentioned, it was certainly a year of extremes – an extremely 
sharp fall in equity prices was followed by an equally astounding 
recovery. Companies seen as gaining from increased online or 
digital activity enjoyed exceptionally strong price behaviour. The 
contrary was also true, however. Assets regarded as victims of 
the virus were sold off and displayed dismal price performance. 
The net result? Unprecedented disparity in the performance of 
the various financial assets and asset classes. Perhaps one of 
the best illustrations of this trend is the market capitalisation 
of electric motor manufacturer Tesla relative to the cumulative 
market capitalisation of 12 global motor manufacturers, as shown 
in Figure 1.

Figure 1: Market cap of Tesla versus 12 global automakers (US$bn)

Source: Bloomberg

The Nasdaq Index, which is dominated by information technology 
stocks, had recorded a return of 38% by early December 2020 since 
1 January, compared to the 13% return by the broadly defined 
S&P 500 Index over the same period. The trend over the past 11 
years was one where value stocks were ignored by investors, while 
shares with higher earnings visibility and better growth stories 
associated with them received the most investor attention.

This trend accelerated in 2020, as the liquidity created by 
authorities landed in the hands of non-professional investors, 
who were very happy to speculate on these ‘story’ shares. These 
speculative views were vindicated as the ‘bets’ paid off for 
investors. We are of course not for one moment arguing that the 
so-called FAANG companies (Facebook, Amazon, Apple, Netflix 
and Alphabet, formerly known as Google) are not real and large 
global businesses, and highly profitable. Millions, if not billions 
of people use their products and services every day. But the fact 
remains that the valuation gap between popular growth shares 
and unloved value shares opened further to levels rarely witnessed 
in the past.

Disparity was also evident on the local front
The South African equity market also acted rather schizophrenically 
in the initial recovery. Gold shares responded aggressively to the 
higher gold price, as many of the South African gold mines are 

marginal operations and the higher gold price would logically 
lead to exponential growth in profits. Other mining shares also 
performed admirably in the initial recovery. However, so-called 
SA Inc shares did not share in the recovery – many investors 
questioned the financial viability of these shares given the dire 
state of the local economy. Concerns about our economy also 
alienated foreign investors, who were sellers of both local equities 
and bonds.

Just as we thought the trend was entrenched for the year, 
however, positive news on vaccine roll-outs presumably acted as a 
catalyst to strengthen interest in risky assets, particularly unloved 
assets. Value shares started to dictate the pace of price recovery 
within the equity market. Locally, the SA Inc universe recovered 
rapidly, while selected safe-haven assets were sold to acquire 
these shares. Gold stocks were the biggest victim. The changes 
happened unannounced, and the quantum was material. In fact, 
investors were either positioned well and benefited from the 
extreme momentum change, or they were incorrectly positioned 
and were left flailing in its wake.

A few macro themes likely to play themselves 
out over the medium term have started to gain 
momentum 

The increased trade tension between the US and China, which was 
very prominent in the Trump era, will remain a reality and is likely 
to spread wider as China seeks to grow its international standing. 
The consequence will be potentially lower international trade over 
time, with associated negative economic consequences.

Inequality both within and between countries was pushed to 
the forefront sharply during 2020. It’s also not limited to wealth 
and income – a trend that’s quickly emerging as a political force 
globally, is the intergenerational gap. Addressing this issue is likely 
to put more pressure on tax revenue in future. Lastly, the high 
valuations of technology companies come with a ‘story’ – one of 
rapid technological change that’s both positive and disruptive, but 
that results in both winners and losers in not only the tech sector, 
but also the wider global economy.

A financial market collapse like that of 2020 is 
not uncommon 

It was indeed an eventful year, with significant volatility on the 
financial markets, as well as extreme challenges for humankind 
in general. It might well be remembered as a watershed year, 
with many softer trends gaining momentum. From an investment 
perspective, however, it may be surprising to learn that while the 
past year was certainly unusual, it was not all that uncommon. 
Over the past 100 years of investment history, financial market 
collapses of this magnitude are not unprecedented. They do not 
occur regularly, however, even though the meltdown of 2008 is 
still fresh in our memories.

We therefore trust that ongoing support from authorities and 
the successful roll-out of COVID-19 vaccines will provide the 
backdrop for continued global economic recovery and appreciation 
of financial assets, offering investors a just return for investing in 
these assets in 2021.
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The value of sound financial advice is often overlooked. 

Financial planning and long-term saving and 
investment planning are not the same things 
Investors and consumers of financial products tend to confuse 
financial planning – which would include analysing the need for 
and providing risk insurance solutions (such as life, disability 
and medical assurance) – with long-term saving and investment 
planning, generally referred to as wealth management. The fact 
is that your need for financial planning and risk-related products 
will diminish over time as your need for insurance diminishes and 
your debt reduces (as your savings and investments increase) 
and your children grow up and become financially independent. 
On the other hand, the need for focused, specialised investment 
advice will increase as you move closer to retirement and during 
retirement to ensure you have a lifelong income. There is also 
some truth in the adage that “insurance is sold and not bought”, 
as opposed to investing, which is more goal-oriented and dynamic.

To this end, it is important to distinguish between the role of 
a financial planner (who conducts an overall financial needs 
analysis to create a financial plan and reviews this regularly) 
and a wealth manager (who takes care of your investment 
planning and management). Not all financial advisors – to use the 
collective term – have the required qualifications, experience and 
support networks to attend to both financial planning and wealth 
management effectively. 

Sound financial advice is critical to achieving 
favourable long-term outcomes 

In my 32-year career as a financial advisor and wealth manager, 
I have witnessed both the joys of adequate planning and advice, 
as well as the sorrows of inadequate planning and advice. An 
interesting example that still holds true today, is that people who 
have been employed by a company with compulsory membership 
of their retirement fund for 40 years or longer, are in a better 
position at retirement than many self-employed professionals 
(including medical practitioners, attorneys, advocates, engineers 
and even accountants) who have not made adequate provision for 
retirement. This phenomenon also bears a double-edged sword: 
those who have worked for a fixed salary have learnt to live within 
their means and find it easier to adapt to life after retirement when 
their pension provides an income to maintain a certain lifestyle. 
High-earning self-employed professionals (and their families) 
often lead more extravagant lifestyles, often incur debt more 
easily and often postpone providing for their retirement due to a 
lack of discipline and a general disregard for professional financial 
planning advice. This also explains why many self-employed 
professionals are forced to continue working way beyond “normal” 
retirement age.

Financial planning is not rocket science, which is perhaps why so 
many younger individuals prefer to follow the DIY route through 
online financial product providers. However, financial planning 
is about much more than buying financial products or starting an 
investment programme. 

Relationships are at the heart of sound  
financial advice 
A professional financial advisor is responsible for doing the 
following:

• Getting to know you (this is a key responsibility), including 
understanding exactly what you do, your career challenges 
and risks, your family responsibilities, your goals and 
objectives/dreams, and your appetite for risk.

• Creating that ever important “financial roadmap”, beginning 
with the end in mind.

• Setting realistic goals and finding ways to achieve them.

• Adjusting your plans whenever new and/or unexpected 
circumstances arise, i.e. “life events” such as buying or selling 
a large asset, getting married or divorced, starting a business, 
losing a loved one, inheriting money, emigrating or retiring.

• Being involved, directly (if qualified) or indirectly (working 
in association with expert consultants) in setting up sensible, 
appropriate investment structures such as Inter Vivos trusts 
and/or investment companies.

• Assisting in drafting your will and testing the financial 
feasibility of bequests.

• Providing support to you or your spouse and family in the 
execution of the will when you or your spouse passes away. 

• Reassuring you in times of market turmoil and helping you 
avoid making irrational decisions.

Attributes to look for in a financial advisor
The advice provided can only be as good as the advisor’s level of 
knowledge, expertise and experience.

• Qualifications and experience 

 For starters, the advisor should (at minimum) have a basic 
professional financial qualification followed by continued 
professional education. Depending on the strength and 
resources of the financial services firm to which the advisor 
is contracted, a minimum of five years dedicated experience 
in the field is recommended – there is no substitute for 
experience. It goes without saying that a financial advisor 
should be an “Authorised Financial Services Provider” with a 
licence to practise in each of the categories they specialise in, 
and have a good track record.

THE VALUE OF 
SOUND FINANCIAL 
ADVICE 

By John Swart

CEO 
FG Investment Partners
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THE VALUE OF SOUND FINANCIAL ADVICE
(CONTINUED)

• Independence 
 In today’s world with a myriad of choices in financial products 

and funds, independence has become crucial. A dedicated 
professional financial advisor will spend time reading up on 
and learning about new products and services by spending 
time with fund managers and financial experts from an array 
of financial institutions, and will avoid being coaxed into 
promoting the services or products of a particular institution.

• Specialist expertise 
 The complexity of financial solutions has increased substantially 

over the past 23 years since South Africans have been allowed to 
invest in global investment products and funds. Tax plays a vital 
role in the selection of financial products and navigating the tax 
consequences and pitfalls of your investment choices requires a 
specific skill set.

 There is no “one size fits all” approach to investment planning. 
Below are some of the questions that you need to consider 
to ensure you make informed investment decisions, and the 
specialist expertise of an accredited advisor can help you find 
the right answers: 

• Should I invest in cash, shares (equities), bonds or property, and 
in which proportions?

• Should I invest directly in listed shares or opt for indirect share 
exposure through a unit trust fund?

• Should I invest directly in properties and rent them out (buy to 
let), or simply invest in a property fund?

• Should I opt for capital guarantees or invest without guarantees?

• Should I diversify my investments and if so, to what extent?

• Staying relevant and updated 
 A good financial advisor stays abreast of legislation, market 

risks, technological developments, and new investment 
solutions. This is only possible through ongoing research, 
learning, reading and commitment, underpinned by solid 
professional training. 

• Trustworthy 
 Warren Buffett once said that, “Wall Street is the only place 

that people ride to in a Rolls Royce to get advice from those 
who take the subway”. In other words, be careful who you 
trust. Buffett and his business partner Charlie Munger have 
long histories of working with the same people, with whom 
they have built a relationship of trust. Any good investor 
should do the same. When you find an advisor with the 
necessary accreditation who you feel comfortable with, stick 
with your advisor and build a long-term relationship of trust 
and accountability. Financial “advice” offered in the general 
media should be taken with a grain of salt. 

• Prioritising risk management

 Sound financial advice will seek to mitigate risks – especially 
in the investment environment. This involves navigating 
market cycles, new regulations and “approved products”, and 
currency movements to hedge investment risks in the most 
cost-effective way. A well-informed advisor will pre-empt 
changes to asset allocation and rebalance portfolios as best 
as possible, while keeping you informed.

It’s important to remember that sound advice 
relies on proper information
Considering all the above, the quality of an investment plan is 
dependent on the relevance and quality of the information you 

provide to your advisor. It’s critical to not withhold information 
that could impact the validity of the advice provided. 

Professional advisors are subject to strict 
regulatory requirements, for your protection 

Sound financial advice is supported by much more than client 
consultations and planning. The Financial Advisory and 
Intermediary Services Act, 2002 (Act No 37 of 2002) (FAIS) has 
brought about a slew of regulatory requirements for financial 
advisors. I won’t go into all the detail here, but suffice to say 
that it has become very onerous to obtain a licence to practise 
as a financial advisor and even more so to maintain it. Most of 
these regulations exist to protect your interests as a client. For a 
legitimate and qualified advisor to adhere to the Act in performing 
their duties requires, among others, well-trained support staff, IT 
infrastructure, regular reporting mechanisms, monthly audits by 
an external compliance auditor, meeting solvency requirements, 
and meeting annual requirements for obtaining CPD (continued 
professional development) points. When partnering with an 
advisor who has the required accreditation and valid licences to 
provide the services they do, you can have peace of mind that they 
meet the stringent regulatory requirements.

The fee debate
It is not surprising that fees charged on investment products and 
investment/wealth management have increasingly come under 
scrutiny in recent years. The South African rate of inflation (as 
measured by the Consumer Price Index) has effectively reduced 
from an average of 14.32% per year between 1984 to 1994 to an 
average of 5.08% per year in the past 10 years. 

It stands to reason that net investment returns (returns after 
all fees) should exceed the rate of inflation, i.e. real returns. The 
higher the returns, the less the impact of fees. For example, 2% of 
fees in a double-digit return environment of 15% would equate to 
13% of returns going towards fees, but with an annual return of 
7.5% per year, the same 2% would equate to a far more significant 
26% of returns.

It is important to bear in mind that advice fees are separate from 
other investment management fees, which include:

• underlying manager fees (for unit trusts or private portfolio 
management); 

• administration fees, charged by the Linked Investment Service 
Providers (where applicable); and in some cases, 

• performance fees, which some managers charge on 
performances above a certain threshold. 

These three types of fees combined are referred to as the Total 
Expense Ratio (TER) of a fund.

In South Africa, fees usually average 2.75% plus VAT of the 
investment value: 

• 0.5-1.0% for advice fees; 

• 0.25-0.50% for administration fees; and

• 0.5-1.5% for investment management fees. 

On top of this, you may also be paying performance fees, as 
mentioned above. In this instance, it is important to check 
whether you are getting value for money (Giles, Moneyweb,  
6 December 2016).

The exact percentage of advice fees will however depend on the 
type of investments managed and the level of advisor involvement. 
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THE VALUE OF SOUND FINANCIAL ADVICE
(CONTINUED)

In recent years, a trend has emerged by which fees are charged 
based on an hourly rate or a fixed retainer negotiated between 
advisors and clients. However, the uptake of this method of 
charging has been very slow to date. By contrast, “fee only” 
advisors have become the norm. This involves a fee based on assets 
under management, without the advisor earning any additional 
commissions or incentives from service providers.

Whatever the exact advice fee, it is important to consider that, 
due to regulations and the need for efficient service delivery, the 
costs of running a proper advisory firm with access to state-of-
the-art systems, research and well-trained staff have escalated 
substantially over the past 15 years. Clients should therefore bear 
in mind that the advice fee first needs to cover a vast amount of 
infrastructure costs and overheads before the advisor gets paid. 

The most frequently asked questions: 

Do I need a financial advisor at all? And if so, is it 
worth the cost? 
The research says ‘yes’ 

Vanguard, one of the world’s largest investment companies, has 
been examining these questions for 15 years. Based on their 
research, analysis, and testing, Vanguard has concluded that there 
is a quantifiable increase in return from working with a financial 
advisor. Vanguard calls this advantage the “Advisor’s Alpha”. When 
certain best practices are followed, the result can be alpha, or 
outperformance, in the range of 3% per year.

A separate study by Russell Investments, a large US money management 
firm, came to a similar conclusion. Russell estimates a good financial 
advisor can increase investor returns by 3.75% per year.

According to Vanguard there are several ways in which a financial 
advisor can add value to a client’s investment efforts. These 
include providing guidance on developing an overall investment 
strategy, optimising asset allocation, minimising taxes, rebalancing 
portfolios, and structuring/timing withdrawals from retirement 
accounts. Each of these services can incrementally boost a client’s 
returns – sometimes steadily, sometimes sporadically.

However, the single biggest way a financial advisor can add value 
is through something called “behavioural coaching”. The best 
financial advisors are able to keep their clients’ fears and emotions 
in check by providing steady, fact-based advice and reassurance 
when the markets go through times of turbulence. The Russell 
study also identified this as the single largest benefit of working 
with a financial advisor.

A Vanguard study of more than 58 000 self-directed (client-
managed) retirement annuities showed that investors who made 
material changes to their strategy even just once in the five-year 
period from 2008 through 2012 suffered a loss of on average  
8% on performance.

A Morningstar study further shows that investors often receive far 
lower returns than the very funds they invest in, simply because 
they tend to select funds after these have done well and disinvest 
from others before they start to perform well. This is similar to 
selling low and buying high. By maintaining a clinical view and 
keeping emotions at bay, an advisor can prevent such counter-
productive behaviours.

A note on “robo advice”
Artificial intelligence (AI) is slowly but surely making inroads into 
the financial and investment advice landscape and I have no doubt 
that it will bring about a lot of change in the wealth management 
industry. 

Today, the market is already flooded with investment apps, which 
seem to be favoured mostly by millennials and those in the process 
of building wealth and savings. Banks and large financial institutions 
are investing significant amounts of capital into the expansion of 
their online financial and investment services. Early indications 
are however that most of the technological change in the wealth 
management industry will be in the back-office to enable more 
efficient service delivery and better investment decision-making. 
Based on a survey by Investec Investment Management Services in 
2017, only the larger advisory groups will be able to afford the IT 
investment required to stay competitive. 

Over the past 20 years, personal financial wealth has nearly 
tripled, rising from US$80 trillion to US$226 trillion (Fortune, 
October 2020). In a recent interview with Sergio Ermotti (former 
CEO of UBS Group Switzerland, which counts half of the world’s 
billionaires as clients), he pointed out that wealth creation and 
demographic change are driving today’s wealth management 
industry. According to Ermotti, wealth management is one of the 
few parts of big finance that have yet to be severely disrupted by 
fintech upstarts. Ultra-high-net-worth clients (those with US$30 
million and more in net assets) are not impressed by no-fee 
investing apps. They are demanding diversified investment options 
to make their money grow. They are looking beyond stocks and 
bonds and expect their wealth managers to provide alternative 
solutions – or, at the very least, to assist in the planning, legal 
structures and risk management of such solutions, in conjunction 
with other professionals.

In my view, the emotional connection and personal contact with 
clients and their families can never be replaced by “robo advisors”. 
In the end, the ultimate objective of financial advice is to enjoy 
peace of mind about your finances – that is the real value that can 
never be underestimated.
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SA LISTED  
PROPERTY: IS IT A 
VALUE TRAP?
Based on a discussion at a Sanlam Private Wealth 
webinar between Alwyn van der Merwe (Director 
of Investments), David Lerche (Senior Investment 
Analyst) and special guest Estienne de Klerk  
(CEO (South Africa) of Growthpoint Properties)

In what has certainly been a year of 
upheavals, the listed property sector has 
taken a severe knock
The sector was impacted by, among other factors, changes in 
demand for office and retail space, warehousing and distribution 
depots. Are these and other trends here to stay? What’s the 
outlook for the sector? Alwyn van der Merwe, David Lerche 
and special guest Estienne de Klerk unpacked the most salient 
issues facing the industry at a Sanlam Private Wealth webinar in 
November.

Alwyn: After around 16 years of quietly outperforming other asset 
classes, the South African Listed Property Index has pulled back 
dramatically since the start of 2018, the rapid decline exacerbated 
by the events of 2020. Estienne, could you give us an overview 
of the current state of listed property stocks? Is there still an 
investment case to be made for the sector?

Estienne: Clearly, we are not in the seven fat years in terms of real 
estate at the moment, and if you look at what is happening on the 
stock exchanges, the sector has taken a huge amount of pain. But 
while there is not a lot of love for the industry right now, I do 
believe there is still some value to be had. Why do I think this? 
Well, look at the current yield environment – if you invest in global 
bonds, you actually have to chip in, in certain areas. If you have 
cash in a euro account, bizarrely, you have to pay the bank to keep 
it for you. As an investment class, listed property is diversified 
away from these asset classes, so it will always provide good 
diversification within a traditional portfolio containing stocks 
and bonds. In my view, it should certainly form part of a properly 
constructed investment portfolio.

The biggest single factor affecting real estate at the moment is 
South Africa’s struggling economy, which is impacting demand. 
Generally, if you look across markets for the past nine years or 
so, our economy has taken strain, and as a result, listed property 
companies have not grown materially in terms of their value. 
Overlay COVID-19 onto this, and of course you have an absolute 
nightmare. In my entire career, from an operational management 
perspective, I have never encountered a situation like we had in 
March where government literally closes down an entire sector, 
while all the usual expenses, such as rates and taxes, and bonds on 
properties, remain in place. And then of course a client base that 
cannot pay rent since they cannot operate.

We did manage to pull the industry together fairly quickly, 
however, and I think as a country, we have done pretty well to work 
through the challenges reasonably fast. Looking at Growthpoint 

in particular, while we have by no means emerged unscathed, we 
have done well compared to some of our peers, mainly since our 
business is highly diversified – we are invested in a broad range of 
sectors, including retail, office, industrial, even hospital exposure. 
Each of the sectors we are in has its own unique trends, and the 
sectors are not necessarily correlated. However, our sluggish 
economy has impacted all property sectors.

Let’s look at the various sectors in more detail. With regard to 
retail, we have seen quite a lot of expansion in terms of big malls 
in South Africa, which has led to oversupply. Ironically, this has 
been driven by the retailers themselves committing to every guy 
with two bricks and the rights to build retail. I think this movie is 
over, to be honest. Interestingly enough, what we have seen with 
COVID-19 is that while footfalls dropped during the lockdown, 
people quickly came back to shopping centres, although not as 
often as before. However, they seem to be spending much more 
than they used to, especially on things like home goods, leisure and 
athletic wear, and so on. Much less on suits and ties, of course! The 
bottom line is we certainly don’t see shopping centres disappearing 
any time soon in South Africa.

From an investment perspective, for real estate owners, shopping 
centres do require significant capital to maintain them, and to 
keep them attractive for not only tenants but also shoppers, who 
want an environment in which they feel safe, and where they have 
a good offering. And capital is rather expensive for the sector in 
this specific area. So, I do think that globally there is a big amount 
of capital looking to move away, out of retail, at the moment. The 
worst country in this regard must surely be the UK, where there 
is a government-endorsed rental strike, and we’ve seen valuations 
tumble dramatically in retail.

In terms of office space, the sector has naturally been impacted 
by people working from home over the past few months. However, 
we don’t see this as a long-term trend. Our ailing economy has 
had a much larger impact on office space over the past five years 
than any other short-term factor or trend, including the concept of 
collaborative workspaces.

On the industrial side, this sector seems to be defying gravity in 
many respects. While there is weakness in retail, we are certainly 
seeing a lot of money flowing into industrial. The big investment 
themes in listed property are currently playing out in this sector, 
which is seeing significant growth. In fact, of the three sectors – 
retail, office and industrial – industrial is now performing the best.

We have also seen strong growth in healthcare, mainly because 
of the long leases in this sector, and there is good demand from 

Alwyn 
van der Merwe

David  
Lerche

Estienne  
de Klerk
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the operators to expand their footprint in a country that needs 
additional healthcare space. We also foresee good growth in 
sectors like student accommodation and telecoms infrastructure 
over the long term in South Africa.

One positive trend that is emerging in real estate in South Africa 
is the strong growth in sustainability and green building initiatives 
across the sector. This is not only bringing down the cost of 
occupation for our tenants, but it is also ‘doing the right thing’ 
in terms of the actual bricks and mortar. The technology going 
into new buildings is much improved – for example, most large 
real estate companies today generate quite a lot of money from 
solar power on their roofs. In fact, I would argue if it wasn’t for 
the current regulations around electricity generation, the sector 
could be a significant power producer – certainly for their own 
properties.

So, looking at the bigger picture in the property sector, there is 
clearly bad news, but there is also good news, not least of which 
is the current low interest rate environment, which we hope will 
see our economy move forward. In addition, if the global economy 
picks up a bit, this will also play out into the South African economy, 
which will certainly support listed real estate.

David: How has the COVID-19 pandemic changed both the retail 
and the office environment over the long term, i.e. over five to 
10 years? Has it structurally changed the way we should view 
property?

Estienne: Let’s start with retail. In developed markets, the online 
shopping trend is playing out differently in different jurisdictions. 
As to the future, well, if I had a crystal ball, I would have polished it 
and given you an exact answer, but in truth none of us really knows 
what will happen. But, disregarding COVID-19 for a moment, what 
we have seen in the US and the UK, for example, is that the online 
trend has topped out. In the UK, online has topped out at about 
25% of total retail. In South Africa, this figure was only about 1.8% 
a year ago; it has now gone up to around 5.5%. Of the 1.8%, half was 
for services such as airplane and movie tickets, so it wasn’t really 
retail. Over the past couple of months, we have seen a big uptick in 
online shopping, especially for groceries, but this is predominantly 
in the sophisticated, middle-market sector and does not apply to 
all retail clients.

Investors need to take into account that the retail environment is 
rather inconsistent at the moment. For example, there has been a 
skew in trade as some people have returned to rural areas, where 
we have seen good retail performance, aided by additional grant 
money. While online will likely continue to grow, we do believe 
we are likely to see retail ultimately circle back to some kind of 
normality going forward.

In the office space, vacancies had already been ticking up for the 
past five years due to economic pressures. However, there is still 
a demand for quality, top-end office space, so we are still seeing 
development in this area. For example, Growthpoint recently 
completed a 35 000m2 office complex in Rosebank, and this building 
is fully let. But there is definitely oversupply, and older office 
buildings may have a limited lifespan since they are uncompetitive 
from a cost perspective, and they don’t have new technology, which 
rather limits their prospects in our present economy.

One thing we do know is that people do want to return to work. 
There are a lot of things you cannot do from home, and many 
people want the interaction with their colleagues. Also, it is very 
difficult to mentor younger or newer staff members remotely. 
And in the South African context, many people do not have good 
connectivity or the type of residential set-up that enables them to 
work from home. For us as real estate players, we are going to have 
to step up and provide more services and more amenities in our 
office buildings for people returning to work – I think this will be a 
major theme in the office space in future.

David: Investors typically invest in property companies for 
the income, for the dividends. Local real estate investment 
trusts (REITs) like Growthpoint are required to pay out 75% of 
distributable earnings to shareholders, but we have seen cases in 
the past where REITs have paid close to 100%. Is the industry likely 
to now go back to 75% in order to nurse their balance sheets back 
to health?

Estienne: The retention of capital by a REIT is certainly a way 
to strengthen the balance sheet, but it is also a way to ensure 
sustainability of the company. To stay in business, you need 
to upgrade your shopping centres and keep refurbishing your 
office spaces, especially those nearing the end of their lifecycle. 
In the current environment, most boards have had to err on 
the conservative side, especially if rental income is insecure or 
there is the threat of your entire business being closed down by 
government.

I do believe, however, that when things normalise – which they 
in all likelihood will over time – paying out a reasonable level of 
distribution will certainly be the order of the day. That is the way 
the REIT model is designed – it is effectively the cheapest and 
most liquid way for investors to get real estate exposure. And 
the REITs generally have paid distributions. Even today, I do think 
most of them will pay at least the 75% because otherwise they 
will run into regulatory difficulties. What we will probably try 
and do from a sector perspective is negotiate around 10% that 
REITs can withhold for maintenance capital expenditure, since in 
this environment, it is important that they retain some capital to 
reinvest into their properties.

Alwyn: A last question – how would you respond to your own 
mother if she told you she is keen on buying listed property shares?

Estienne: Well, there is no doubt there is tremendous uncertainty 
in the sector at the moment, and we do not know what will happen 
with our economy. If the current policies continue to be followed 
at government level, we will probably continue to have problems. 
However, changes in some of those policies, the introduction of 
austerity measures, investment into infrastructure, and more 
privatisation will be strong growth drivers for our economy.

On this basis, I would argue that it is not a bad bet to put a couple 
of listed property shares in Mom’s box. While this year she may not 
have received the same distribution that she did last year, she will 
be getting distributions. Also, relative to other asset classes such 
as cash, where she is seeing only half the interest she did last year, 
I do believe that there is some upside in listed property that, over 
the longer term, could be quite generous.



GLOBAL BRIEF | QUARTER 4 | 2020 | 10

There are many reasons to invest offshore, and it has never 
been easier to do so. Before you head off to make an investment 
transaction involving foreign exchange though, you may need 
to bear a few things in mind. In this article, we list some steps for 
anyone considering investing in foreign markets.

Step #1: Speak to a trusted and experienced 
financial advisor 
Do your homework and ensure that the financial advisor you 
appoint is registered with the Financial Sector Conduct Authority 
(FCSA) and is both qualified and experienced in investments.

Step #2: Consider your reasons for investing offshore
As with all matters of consequence in life, start with your purpose, 
by establishing which of these statements relate to you personally:

• I want to create a diversified portfolio (a good idea in these 
uncertain times).

• My goal is to hedge against a weakening currency.

• I need to mitigate emerging market risk.

• I want to participate in markets with higher growth prospects.

Whether one or all of these statements are relevant to you, your 
financial advisor will construct your offshore portfolio accordingly.

Step #3: Consider the complexity of the process 
Many investors, and advisors to some extent, may find setting up an 
offshore investment to be cumbersome and daunting. The process, 
though complex on the back-end, can be relatively seamless for the 
investor by using an experienced advisor.

Step #4: Use your annual foreign exchange 
allowances 
As a South African taxpayer, you can use either your annual Single 
Discretionary Allowance (SDA) of up to R1 million, or annual 
Foreign Investment Allowance (FIA) of up to R10 million, or 
both. When using your FIA, you must first obtain a tax clearance 
certificate from SARS.

Step #5: Exchange your money 

Before the investment can be set up, you need to exchange your 
capital to the foreign currency of the investment. This can either 
be done via your bank or by a forex service provider. Most financial 
advisors prefer to use a forex service provider for their clients as 
they provide a seamless process, competitive exchange rates, as 
well as a SARS tax clearance service, where applicable.

Step #6: Determine the appropriate offshore 
product to meet your investment objectives 
There are numerous advantages in using an investment 
administration platform where a range of offshore investment 

solutions is available. Your financial advisor is well-placed to 
determine the best solutions based on your tax and estate planning 
requirements.

Offshore wrappers (policies) are more tax-efficient if you are a 
higher tax-paying investor. Offshore wrappers avoid foreign estate 
taxes, probate and executor costs and they can be passed on to your 
nominated beneficiaries in the event of your death. They offer a 
wide range of investment choices.

Linked investment service providers (LISPs) provide a simplified 
approach where an investor can access a range of international fund 
managers and portfolios in one investment plan.

Step #7: Research and transparency are critical 
to offshore investing 

Research capability should be one of the pillars that underpin your 
platform of choice. This ensures that detailed analyses are readily 
available to assist your advisor in selecting funds and asset managers 
that are aligned with your risk and return objectives.

Step #8: Consider your investment time horizon 

It is important to understand that most offshore investment 
portfolios are designed with a long-term objective of at least five 
years. While most solutions offer some liquidity during that period, 
expect to be invested for the long term.

Step #9: Be tax smart 
Direct offshore funds can be more tax-efficient than South African 
feeder funds. Investors with direct offshore investments are only 
liable for calculating the tax in the foreign currency. This means that 
gains generated from local currency weakness are not included.

Step #10: Pay attention to the paperwork 
SARS requires you to declare your worldwide income, including your 
offshore investments, on your South African tax return. This does 
not apply to offshore wrappers issued by South African insurers as 
the tax is paid annually to SARS by the insurer.

Income, where applicable, and any realised capital gains on 
investments administered by LISPs are taxed in the investor’s 
hands and the investment platform company will provide annual tax 
certificates for you to report on your annual tax return.

Glacier Financial Solutions (Pty) Ltd and Sanlam Life Insurance Ltd are 
licensed financial services providers.
Glacier International is a division of Sanlam Life Insurance Ltd, a Licensed 
Financial Services Provider in South Africa.

TEN STEPS FOR 
INVESTING OFFSHORE 

Adapted from an article by  
Colin Archibald 

Regional Manager  
Glacier International 
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THE THREE MOST 
IMPORTANT THEMES 
OF OUR TIME

Adapted from an article  
by Jason Liddle 

Head of Distribution 
Sanlam Investments 

2020 has shown us that change can be 
unexpected, instantaneous and extreme
The world is changing, and 2020 has shown us that change can 
be unexpected, instantaneous and extreme, resulting in powerful 
structural shifts. Effectively navigating the future requires 
understanding and consideration. At the end of 2020, many of us 
found ourselves reticent to think about what 2021 and the future 
may offer but there’s important reason to do so – especially as 
we consider our role within asset management in shaping better 
outcomes.

In 2020, we reached many inflection points, marking the 
start of significant change. According to the International 
Telecommunication Union, more than half of the world’s 
population now has access to the internet for the first time. We 
are increasingly interconnected across our devices but at what 
cost to our privacy and security? Powerful demographic shifts 
are leading to structural social change – including a shrinking of 
working age populations in advanced economies (United Nations 
World Population Prospects) – and highlighting the dark side of 
urbanisation in emerging economies.

Three themes rank as the most important 
environmental, social and governance matters 
of our time
According to the World Economic Forum’s Global Risk Report 
Survey, three themes rank as the most important environmental, 
social and governance matters of our time (by likelihood and impact):

1. Climate change

2. Rising inequality

3. Cyber insecurity

These themes deserve special attention. We need to consider 
a change in our approach, recognising that the cost of inaction 
far outweighs the cost of deliberate action. Any positive 
outcome is also only likely to come about if the collective rallies 
through purpose-driven partnerships and multi-stakeholder 
networks where the private sector’s skills and capital play an 
increasingly important role. As these trends involve complex 
interconnectedness, isolated one-dimensional problem-solving 
would be sub-optimal. On a positive note, while these megatrends 
seem daunting, they do provide unique opportunities.

Climate change
It’s clear that the economic themes that dominated prior to 
2015 have given way to environmental and climate themes at 
recently held World Economic Forums. For the first time long-

term climate issues dominate discussions. Perhaps this is because 
climate change has become very visible over the last decade 
with wildfires, cyclones, droughts, floods and other extreme 
weather conditions putting pressure on governments to act. 
But a fractured geopolitical environment makes a multi-lateral 
approach difficult.

Pressure is also mounting on the private sector to act. Some 
regulators are already demanding more transparency (stress 
testing) from banks and insurers and other forms of voluntary 
disclosure, like the Task Force on Climate-related Financial 
Disclosures, are also in play. Climate Action 100, a group of 
investors representing trillions of dollars, is pushing companies to 
take bolder steps toward climate change. Ratings agencies are also 
including climate in their risk assessments, even employees are 
demanding action, and strong customer preferences are already 
being exercised. Pressure from this broad stakeholder base will 
compel businesses to improve disclosure, be part of positive 
change and engineer resilience to climate risks. Commercial 
opportunities for many companies will also be present. Accessing 
new and expanding markets (like renewable energy) that relate 
to climate change, novel forms of agriculture, financing climate-
resilient investments and infrastructure or developing innovative 
insurance instruments that transfer risk from the public to private 
sector are among some of the exciting commercial opportunities 
that lie in wait.

Rising inequality
Since Thomas Piketty’s seminal book, “Capital in the Twenty-
First Century”, inequality (both wealth and income) has become 
a dominant topic in political debate and the social consciousness. 
According to the IMF Fiscal Monitor there is fresh evidence that 
shows while global inequality has narrowed between countries, 
it has sharply risen within countries. South Africa also carries 
the unenviable distinction as the world’s most unequal country 
according to the World Bank. 

Economic studies highlight the following contributing factors to 
inequality worldwide:

• globalisation and migration’s effect on access to cheaper 
labour supply,

• a rising share of the economic pie being declared as corporate 
profit while the share toward labour has decreased,

• devastating corruption,

• technological advancement, automation and its impact on 
production processes (and demand for highly skilled workers), 
and

• the effect of expansionary monetary policy on asset prices.
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As an investor it is important to appreciate that the evidence 
(OECD: Focus on Inequality and Growth) suggests that moderate 
amounts of income inequality can indeed be positive for a free 
market economy’s growth. But beyond a certain threshold it has 
extremely bad implications for a country’s economic development, 
stability and social cohesion. Investment in (lifelong) skills 
development and education are vital. In addition, social and 
physical infrastructure need to offer subsidised but functioning 
basic services such as public transport and healthcare.

Cyber insecurity
While the world is becoming increasingly connected with a growing 
number of mobile devices, marvelous socio-economic benefits 
abound. However, the accompanying costs and associated risks 
are compromised privacy, the lack of a common global technology 
governance framework, and cyber insecurity, including data fraud 
and theft. An increasingly fractured geopolitical environment may 
also result in a fragmented cyberspace build and even present a 
fertile ground for state-sponsored cyber operations and attacks on 
critical infrastructure.

As investors, the immediate and fast-growing cost of creating safe 
online infrastructure for both clients and employees is a concern. 
These costs are not too onerous for companies right now, but the 
world is changing and the online environment is running ahead. 
The real issue for businesses is the potential impact and financial 
cost of an actual successful data and privacy breach.

These megatrends and risks are unnervingly 
complex and interconnected 
Multi-lateral approaches across a broad base of stakeholders 
will be vital if we are to reach a positive outcome. It is the joint 
responsibility of governments, companies, investors and others to 
safeguard a sustainable future for ourselves and the generations to 
come. The United Nations’ 17 Sustainable Development Goals will 
surely need to be heeded as we revitalise our global partnership 
toward the implementation of sustainable development.
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MARKET 
COMMENTARY 

Jacy Harington 

Portfolio Manager  
FG Asset Management

Numerous global developments over the last quarter of 2020 contributed to hope for the new year  
We saw significant progress with COVID-19 vaccination approvals, the conclusion of the US election, an additional round of US fiscal stimulus, 
and the conclusion of Brexit. These developments were constructive for both global and local financial markets, which staged a further recovery 
into year-end. Overall, the FTSE/JSE All Share Index (Total Return) managed to finish the year up 7%. However, there remains significant 
dispersion among its underlying sectors for the year as a whole, as can be seen from Figure 1. Sectors that are more reliant on the South African 
economy, such as financials and listed property, caught up in performance over November and December, driven by the expectation of a return 
to normal business conditions post COVID-19.

Figure 1: South African asset class performance for the fourth quarter of 2020 and the year overall

Source: Morningstar 

We also saw the return of positive net foreign investments into both local bonds and equities over the quarter. The COVID-19 vaccines – a 
positive catalyst for global growth – together with a Biden US presidency, bode well for global trade and should support emerging markets 
going forward.
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While the start of a vaccine rollout is promising, this was dampened by the scope of rising infections 
over the festive season
November brought the much-anticipated phase three COVID-19 vaccine trial results from not one, but three different manufacturers, with 
effective rates much higher than expected. The Pfizer/BioNTech, Moderna and AstraZeneca/Oxford University trials all released their final human 
clinical trial results in November. The UK became the first Western nation to grant authorisation to a COVID-19 vaccine, with the first doses of 
the Pfizer/BioNTech vaccines administered on 8 December. Canada and the US followed soon thereafter. This has allowed global governments to 
start inoculating as soon as the vaccines become available, with the target of building widespread immunity in order to resume economic activity 
at pre-pandemic levels. Unfortunately, alongside the good news on the vaccine, we also saw a strong increase in the global and then the local 
rate of infections into year-end. Some of the hard-hit countries and regions like the UK and Europe consequently started to reintroduce certain 
lockdown measures. While there were only limited restrictions locally at the start of December, stricter adjusted Level 3 lockdown restrictions 
were introduced on 27 December as cases continued to escalate into year-end, as shown in Figure 2. Expectations are however that government 
will not reinstate the harsh Level 5 lockdown, as the South African economy will struggle to survive it for a second time. 

The US election result and consequential fiscal 
stimulus package was a highlight for the quarter 
Another positive development in November was the conclusion of 
the US election on 3 November. It took several weeks to get the final 
result, and the current President Donald Trump still has to concede. 
However, as soon as it became apparent that Democrat Joe Biden 
would be the 46th president of the United States, markets rallied 
in relief, as the uncertainty that had loomed over the markets for 
much of the year had been removed. The House of Representatives 
remained under a Democratic majority, with the Senate’s final seats 
only to be finalised in January. The market is hopeful that the next four 
years under a Biden presidency will bring more stability and certainty. 
At the end of December, the Senate also came to an agreement 
over a second US aid package of $900 billion, which included aid to 
households, businesses that have suffered as a result of the pandemic, 
and further unemployment benefits. This long-awaited agreement 
of additional fiscal stimulus should provide further support for an 
economic recovery in 2021. Biden’s administration has also said that 
they would look to add to the package. However, this is dependent on 
which party controls the Senate going forward.

Four years later, Brexit was finally concluded 
In the UK, to everyone’s relief, an agreement was finally reached 
at the 11th hour that allowed the UK to conclude its transition out 
of the European Union (EU) at the end of 2020. After its 47 years of 
membership, the UK is the first country to formally leave the EU. It has 
taken more than four years of negotiations and three Prime Ministers 
since the referendum was held in June 2016. 

Locally, there were a number of significant 
developments over the last quarter 
In October, the much-anticipated Medium Term Budget Policy 
Statement (MTBPS) reflected Treasury’s commitment to reducing 
spending with the aim of stabilising South Africa’s debt path – albeit at a 
slower pace and forecasting a higher overall debt level than previously 
indicated. Despite this, the market remained sceptical about the 
implementation of the proposed spending cuts, as the majority would 
come from reducing public sector wages. In mid-December, the Labour 
Appeal Court dismissed the public sector unions’ application to force 
government to pay the third round of wage increases as agreed in the

Figure 2: Daily new cases in South Africa

Source: www.worldometers.info
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2018 wage deal. The implementation of the additional wage increases 
would have cost the government R37.8 billion. The ruling was seen as 
a much-needed step in the right direction with regards to cutting the 
public sector wage bill going forward. 

In November, two of the three major ratings agencies, Moody’s and 
Fitch, downgraded South Africa’s sovereign rating by one notch, 
leaving Fitch’s rating at BB- and Moody’s’ one notch higher at Ba2. The 
agencies highlighted concerns about South Africa’s poor economic 
growth outlook and weakening fiscal position. Both agencies retained 
their negative outlooks in anticipation of February’s budget, where 
they will look for evidence of more prudent fiscal spending measures 
and decisive growth policies. Even though market participants did 
not expect any rating action from agencies in November, the credit 
default swap (CDS) market was already reflecting spread levels for 
South Africa equivalent to a BB- rating ahead of the downgrades.

There was only one Monetary Policy Committee (MPC) meeting 
over the quarter, held in November, where the repo rate was left 
unchanged at 3.5%. The voting was again split, with two of the five 
members voting for a 0.25% rate cut. The repo rate has now almost 
halved since the beginning of 2020, having been reduced from 7.5% 
to 3.5% in an attempt to support domestic demand. It is expected that 
the South African Reserve Bank will be able to maintain the rates at 
these low levels for as long as inflation remains close to the bank’s 
mid-point target of 4.5%. However, unexpected declines in inflation 
would provide an opportunity for further rate cuts this year.

A very welcome surprise came in December when the third quarter 
GDP growth figure came out much higher than expected. It showed 
that the economy expanded by 13.5% overall from the second quarter, 
as stringent lockdown measures were lifted at the start of June. This 
nevertheless follows the 16.6% contraction in growth in the second 
quarter, leaving the economy 6% smaller than at the end of the third 
quarter of 2019 (as shown in Figure 4). However, this is significantly 
better than the -7.8% that was expected. The breakdown of the 
third quarter’s growth shows that all industries recorded positive 
growth, with the largest positive contributions coming from mining, 
manufacturing and trade.

Figure 4: South Africa’s GDP annual growth rate

The latest release for November’s inflation showed that price 
increases have stabilised to just over 3% over the fourth quarter, 
as can be seen from Figure 3. In the near term, higher food prices 
are expected to be offset by lower fuel prices over the first quarter 
of 2021. However, from the second quarter onwards, inflation is 
expected to normalise towards the 4.5% mid-point target.

Sources: Tradingeconomics.com, Statistics South Africa

Figure 3: South Africa’s inflation rate
Thankfully, there were a number of positive developments over the past 
quarter showing promise that 2021 should provide further economic 
recovery and stabilisation from the lows that were experienced over 
the past year.  

Sources: Tradingeconomics.com, Statistics South Africa
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FG IP JUPITER 
INCOME FUND OF 
FUNDS

For periods until 31 December 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 3.49% 5.42% 5.42% 7.14% 7.75% 7.86%

STeFI Composite Index 2.14% 5.39% 5.39% 6.64% 6.97% 7.19%

ASISA SA Multi Asset Income Category 
Average

4.01% 6.02% 6.02% 7.23% 7.55% 7.74%

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

• Granate SCI Multi Income Fund

Performance statistics 

Fund Benchmark

Highest 12-month performance 11.61% 11.77%

Lowest 12-month performance 3.25% 5.17%

% positive months 93.48% 100.00%

The FG IP Jupiter Income Fund of Funds returned +2.31% in the fourth quarter of 2020 and +5.42% over the past 12 months, outperforming The FG IP Jupiter Income Fund of Funds returned +2.31% in the fourth quarter of 2020 and +5.42% over the past 12 months, outperforming 
the benchmark Alexander Forbes Short Term Fixed Income Index quarterly return of +0.97% and 12-month return of +5.39%. The Terebinth the benchmark Alexander Forbes Short Term Fixed Income Index quarterly return of +0.97% and 12-month return of +5.39%. The Terebinth 
SCI Strategic Income Fund was the best-performing underlying fund over the quarter, returning +3.02%. The Granate SCI Multi Income SCI Strategic Income Fund was the best-performing underlying fund over the quarter, returning +3.02%. The Granate SCI Multi Income 
Fund was added to the fund over the quarter to further diversify the fund’s exposure.Fund was added to the fund over the quarter to further diversify the fund’s exposure.

Asset allocation as at 30 November 2020 

Local Equity Local Property Local Bonds Local Cash Foreign

FG IP Jupiter Income FoF 0% 2% 46% 45% 7%
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FG IP VENUS 
CAUTIOUS FUND OF 
FUNDS

For periods until 31 December 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 3.85% 5.98% 5.98% 5.79% 6.45% 8.44%

ASISA SA Multi Asset Low Equity Category 
Average

4.58% 5.17% 5.17% 4.95% 5.36% 7.30%

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 BCI 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 70.99% 70.99%

The FG IP Venus Cautious Fund of Funds returned +3.03% in the fourth quarter of 2020 and +5.98% over the past 12 months, The FG IP Venus Cautious Fund of Funds returned +3.03% in the fourth quarter of 2020 and +5.98% over the past 12 months, 
underperforming the benchmark peer group average quarterly return of +3.59%, but outperforming the 12-month return of +5.17%. underperforming the benchmark peer group average quarterly return of +3.59%, but outperforming the 12-month return of +5.17%. 
The Ninety One Global Multi-Asset Income Feeder Fund was the worst-performing underlying fund, returning -8.08% over the quarter. The Ninety One Global Multi-Asset Income Feeder Fund was the worst-performing underlying fund, returning -8.08% over the quarter. 
No changes were made to the fund over the quarter.No changes were made to the fund over the quarter.

Asset allocation as at 30 November 2020 

Local Equity Local Property Local Bonds Local Cash Foreign

FG IP Venus Cautious FoF 12% 5% 29% 31% 23%
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FG IP SATURN 
FLEXIBLE FUND OF 
FUNDS

For periods until 31 December 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 6.59% 6.42% 6.42% 5.28% 5.10% 9.87%

ASISA SA Multi Asset Medium Equity 
Category Average

5.70% 5.36% 5.36% 4.25% 4.68% 8.60%

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 68.48% 66.30%

The FG IP Saturn Flexible Fund of Funds returned +4.70% in the fourth quarter of 2020 and +6.42% over the past 12 months, outperforming The FG IP Saturn Flexible Fund of Funds returned +4.70% in the fourth quarter of 2020 and +6.42% over the past 12 months, outperforming 
the benchmark peer group average quarterly return of +4.51% and the 12-month return of +5.36%. The PSG Flexible Fund was the best-the benchmark peer group average quarterly return of +4.51% and the 12-month return of +5.36%. The PSG Flexible Fund was the best-
performing underlying fund, returning +13.11% over the quarter. No changes were made to the fund over the quarter.performing underlying fund, returning +13.11% over the quarter. No changes were made to the fund over the quarter.

Asset allocation as at 30 November 2020 

Local Equity Local Property Local Bonds Local Cash Foreign

FG IP Saturn Flexible FoF 36% 3% 21% 17% 23%
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FG IP NEPTUNE 
GROWTH FUND OF 
FUNDS

For periods until 31 December 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 9.22% 7.70% 7.70% 5.56% 5.80% 6.34%

ASISA SA Multi Asset High Equity Category 
Average

7.24% 5.19% 5.19% 3.56% 4.35% 4.95%

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 

• 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 63.16% 61.84%

The FG IP Neptune Growth Fund of Funds returned +6.88% over the fourth quarter of 2020 and +7.70% over the past 12 months, The FG IP Neptune Growth Fund of Funds returned +6.88% over the fourth quarter of 2020 and +7.70% over the past 12 months, 
outperforming the benchmark peer group average quarterly return of +5.88% and the 12-month return of +5.19%. The ABSA Property outperforming the benchmark peer group average quarterly return of +5.88% and the 12-month return of +5.19%. The ABSA Property 
Equity Fund was the best-performing underlying fund, returning +22.90% over the quarter. No changes were made to the fund over Equity Fund was the best-performing underlying fund, returning +22.90% over the quarter. No changes were made to the fund over 
the quarter.the quarter.

Asset allocation as at 30 November 2020 

Local Equity Local Property Local Bonds Local Cash Foreign

FG IP Neptune Growth FoF 46% 4% 12% 11% 27%
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FG IP MERCURY 
EQUITY FUND OF 
FUNDS

For periods until 31 December 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 12.83% 8.52% 8.52% 2.84% 4.05% 9.80%

FTSE/JSE Africa All Share (Total Return) 10.49% 7.00% 7.00% 3.12% 6.36% 12.24%

ASISA SA Equity General Category Average 10.79% 1.92% 1.92% 0.05% 3.10% 9.57%

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 61.41% 61.41%

The FG IP Mercury Equity Fund of Funds returned +10.50% in the fourth quarter of 2020 and +8.52% over the past 12 months, outperforming the The FG IP Mercury Equity Fund of Funds returned +10.50% in the fourth quarter of 2020 and +8.52% over the past 12 months, outperforming the 
+9.75% quarterly return of the benchmark FTSE/JSE All Share Total Return Index and the 12-month return of +7.00%. The Sesfikile BCI Property +9.75% quarterly return of the benchmark FTSE/JSE All Share Total Return Index and the 12-month return of +7.00%. The Sesfikile BCI Property 
Fund was the best-performing underlying fund, returning 20.03% over the quarter. No changes were made to the fund over the quarter.Fund was the best-performing underlying fund, returning 20.03% over the quarter. No changes were made to the fund over the quarter.

Asset allocation as at 30 November 2020 

Local Equity Local Property Local Bonds Local Cash Foreign

FG IP Mercury Equity FoF 74% 5% 0% 5% 16%
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FG IP 
INTERNATIONAL 
FLEXIBLE FUND OF 
FUNDS
For periods until 31 December 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 -1.99% 9.73% 9.73% 9.26% 5.01% 8.78%

Benchmark -0.84% 13.15% 13.15% 10.85% 5.75% 8.66%

ASISA Global Multi Asset Flexible Average -0.84% 13.15% 13.15% 10.85% 5.57% 8.86%

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 56.33% 59.12%

The FG International Flexible Fund of Funds returned -3.78% in the fourth quarter of 2020 and +9.73% over the past 12 months, underperforming The FG International Flexible Fund of Funds returned -3.78% in the fourth quarter of 2020 and +9.73% over the past 12 months, underperforming 
the benchmark peer group average quarterly return of -2.64% and the 12-month return of + 13.15%. The FGAM Global Cautious Fund was the the benchmark peer group average quarterly return of -2.64% and the 12-month return of + 13.15%. The FGAM Global Cautious Fund was the 
worst-performing underlying fund over the quarter, returning -7.44%, as the fund’s low equity allocation hindered performance. No changes were worst-performing underlying fund over the quarter, returning -7.44%, as the fund’s low equity allocation hindered performance. No changes were 
made to the fund over the quarter.made to the fund over the quarter.

Asset allocation as at 30 November 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 62% 4% 11% 7% 14% 2%
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MARKET PERFORMANCE

Index Asset Class 1Q 2020 2Q 2020 3Q 2020 4Q 2020 Year to Date 2020*

STeFI Composite Index Local Cash 1.69% 1.46% 1.16% 0.97% 5.39%

BEASSA ALBI Total Return Index Local Bonds -8.72% 9.94% 1.46% 6.71% 8.65%

FTSE/JSE SA Listed Property Index (Total Return) Local Property -48.15% 20.43% -14.14% 22.19% -34.49%

FTSE/JSE Africa All Share Index (Total Return) Local Shares -21.38% 23.18% 0.67% 9.75% 7.00%

JP Morgan World Govt Bond Index (USD) Global Bonds 3.10% 1.46% 2.54% 2.26% 9.68%

FTSE EPRA Nareit Global REITs TR Index (USD) Global Property -30.16% 10.78% 1.66% 13.91% -10.40%

MSCI World GR Index (USD) Global Shares -20.93% 19.54% 8.05% 14.07% 16.50%

MSCI ACWI GR Index (USD) Global Shares -21.26% 19.39% 8.25% 14.79% 16.82%

USD/ZAR (+ weaker ZAR, - stronger ZAR) Exchange Rate 27.45% -2.74% -3.90% -12.21% 4.57%

*(Return until 31 December 2020)*(Return until 31 December 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 101 891 479 11.88 1.07

FG IP Jupiter Income FoF B 12 359 930 11.83 2.79

FG IP Jupiter Income FoF B1 19 299 329 11.84 2.50

FG IP Jupiter Income FoF A1 50 11.86 1.65

FG IP Venus Cautious FoF A 58 271 275 16.44 1.42

FG IP Venus Cautious FoF B 6 049 180 16.31 3.14

FG IP Venus Cautious FoF B1 12 333 193 16.32 2.85

FG IP Venus Cautious FoF A1 36 16.42 1.98

FG IP Saturn Flexible FoF A 45 776 910 28.13 1.47

FG IP Saturn Flexible FoF B 11 670 198 28.00 3.19

FG IP Saturn Flexible FoF B1 6 605 016 28.01 2.90

FG IP Saturn Flexible FoF A1 20 28.10 2.04

FG IP Neptune Growth FoF A 17 377 055 12.38 1.60

FG IP Neptune Growth FoF B 1 987 277 12.34 3.33

FG IP Neptune Growth FoF B1 802 203 12.34 3.04

FG IP Neptune Growth FoF A1 47 12.37 2.16

FG IP Mercury Equity FoF A 4 163 500 32.26 1.71

FG IP Mercury Equity FoF B 763 150 31.03 3.43

FG IP Mercury Equity FoF B1 72 951 31.66 3.15

FG IP Mercury Equity FoF A1 16 32.24 2.29

FG IP International Flexible FoF A 14 335 610 29.29 1.63

FG IP International Flexible FoF B 2 066 448 24.35 3.30

FG IP International Flexible FoF B1 9 371 608 25.06 3.07

FG IP International Flexible FoF A1 159 28.91 2.20

 *Fund size and no. of participatory interests as at 31 December 2020 *Fund size and no. of participatory interests as at 31 December 2020

**TER as at 30 September 2020**TER as at 30 September 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

Harcourt Martens & Associates (Pty) Ltd
Mike Harcourt: mharcourt@hma.co.za
Tel: 083 440 6480
Danielle Harcourt: danielleharcourt@hma.co.za
Tel: 083 962 9978

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


