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Stimulating opportunities and challenges for policy changes
arise from the Covid crisis. It’s essential that SA and the world
begin urgently to review their economic direction to avert
worse crises in future.

There are three major threats to the operations of retirement
funds as they’ve been conventionally known. Between the
green paper from the Department of Social Development, the
proposals from National Treasury for partial pre-retirement
withdrawals, and mandatory compliance with the Financial
Sector Code, there’s a huge amount of movement to process.

Warning to retirement funds on cyber security; Death of
magistrate perhaps ends the ‘surplus stripping’ criminal
trial of Simon Nash; Makhubela rings welcome reforms to
curatorship system; FSCA on unclaimed benefits; Fiduciary
role of principal officers; Gould at ASISA Academy; Henry at
CFA Society; Boris takes a smack on infrastructure.

The Zuma-related “unrest” of July has clearly shown the
inadequacies of government at almost every level, not least
to proceed with the reforms that will encourage investment.
This was further underlined by the unimpressive evidence of
President Cyril Ramaphosa before the Zondo commission.
All of this increases the obligation of retirement funds to
accelerate economic progress off their own bats, especially
with regard to their ESG commitments.
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FIRST WORD
Opportunity of
a lifetime
Covid is a crisis not to be missed for introduction of fundamental social
and economic changes that will avert worse crises later.
Convincing arguments are presented.

P

erceived curses can be disguised blessings.
In terms of the disruptions and deaths it has
caused, Covid-19 is surely an unmitigated

curse.
Not so, argues Oxford economist Ian Goldin. His
thesis in Rescue is that the pandemic has created an
“inflection point” to turn the world from calamities
that the pre-pandemic trajectory would have made
inevitable: increased inequalities, environmental
desecration and other cataclysms “tearing our
societies apart”. Desperately needed is a “radical
change in direction” that promotes equity and
sustainability.
So radical is the recommended change that
it equates to, and draws inspiration from, the

restructures of Europe that followed the Second
World War. So potent was the popular mood for such
slaughter to be averted in the future that a new era of
international cooperation was born. Bretton Woods
and the Marshall Plan were amongst worldwide
initiatives that fed decades of unprecedented
prosperity.
Then it began to fall apart as the “we” became
increasingly overtaken by the “me”. The Reagan and
Thatcher revolutions, respectively in the US and UK,
were exemplified by the slashing of tax rates that
exacerbated class divisions and weakened welfare
systems.
Globally, Goldin points out, today the world’s
20 richest billionaires have more wealth than four
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billion people (half the world’s population). The
pandemic has been a boon for the ultra-rich, he
contends, because of tax-relief measures and stockmarket surges. The disparities are accentuated by the
scale of wage reductions and job losses.
Goldin, a product of UCT, is a former chief
executive of the Development Bank SA and vice
president of the World Bank. Now the professor of
globalisation and development at Oxford University,
where he leads a programme on the future of work,
his writing is as lucid as his research is meticulous.
They make his arguments easier to read than refute.
“The impact of the pandemic will persist long
after the health emergency itself has passed,”
Golding predicts. “Higher levels of unemployment,

Goldin . . . stimulation abounds
inequality and debt reduction will leave permanent
generational and geographical scars, with many
countries failing to achieve their pre-pandemic levels
of economic output for years to come.”
Once they do eventually return to these levels,
their composition will be different. The impact of
changing trade patterns, automation, demographic
shifts and productivity will constrain growth. They’ll
also reinforce the divides that the pandemic has
revealed.
He considers nightmarish the possibility of
returning to the purported normalcy of the preCovid period because it will worsen every intricate
societal division, regionally and internationally.
On the contrary, insists Goldin: “If the pandemic
accelerates improvements in governments and
their ability to build cohesion within their societies
globally, it will have provided a vital building block
for a better world.”
What placed us on the road to ruin? He asserts

6
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Manuel . . . pertinent interview
u Covid has altered people’s views on what’s possible
and necessary. Their priorities concerning careers,
education, family and community have changed,
as has public perception of government actions;
u Social solidarity has been natured. There’ve been
outpourings of volunteerism and opposition to
unbridled market forces;
that causes can be found in the current dominant
economic model based on 40 years of neoliberalism.
It generated growing inequality, extreme poverty and
ecological breakdown.
What’s needed to reverse it? Higher and more
redistributive taxes; smarter governments that invest
more in education, infrastructure and industry; more
Nordic-like policies domestically, more burdensharing and cooperation internationally.
These solutions, he contends, might have been
written off last year as idealistic. This year they’ve
become mainstream. The pandemic has opened a
window of opportunity for the rescue of humanity:

u Governments have been unchained from selfimposed limits previously applied e.g. central
banks have used their balance sheets to finance
the costs of the pandemic. Even the IMF is
starting to sound more like a development agency.

S

o how do we get from the old mainstream to the
new?
Interviewed by former finance minister Trevor
Manuel on a platform that the Gordon Institute
of Business Science provided, Goldin anticipates
“coalitions for change”. Civil society will coalesce in
communities, regions and institutions – including
stakeholder as opposed to shareholder primacy –
that will lead governments as they did post-WW2.

7
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Now, as then, it’s accepted as wrong that
the younger generation be disproportionately
burdened by sacrifice for the sake of the older.
Now, for example, there’ve been sacrifices in social
interactions and education; then, it was in the lives
of soldiers and foregone youth.
The pandemic has shown that it is much less costly
to avoid a crisis than respond to one that is raging,
Goldin writes: “In just one day in 2020 governments
spent more responding to the pandemic than they had
in 10 years on pandemic prevention.”
The facts are that a pandemic was inevitable and
that we failed to prevent or prepare for it. This is
surely as loud a wake-up call as can be sounded, he
insists.
If the call is finally heard, Goldin contends,

“Covid-19 can rescue humanity and provide a portal
to a better future. Whether we now commit to a new
and improved world, or remain set in our dangerous
ways, is the historic choice confronting us. The
stakes have never been higher.”
Covid has produced the historical turning
point from which humanity can be rescued from
catastrophe. The global crisis that can only be settled
by global accord. The choice is in reacting to the
pandemic as a curse or activating it as a blessing.
• ‘Rescue: From Global Crisis to a Better World’ by
Ian Goldin (Hodder & Stoughton, 321pp; R405).
Allan Greenblo,
Editorial Director.
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GOVERNANCE

Under attack
Three-pronged threat to conventional operation of retirement funds.
The DSD paper, withdrawal proposals and B-BBEE can individually
impact, collectively more so.
First up, the DSD paper:

S

ocial development minister Lindiwe Zulu
wants public comment by 10 December on the
‘Comprehensive Social Security & Retirement Reform’
green paper that her department published in midAugust. An appropriate public response is to ignore it.
The alternative is a welter of webinars, virtual
conferences, voluble tub thumps and twitter profundities
that will achieve as much as a whistle in the wind. It will
merely allow the Department of Social Development to
show how broad is the consultation that it occasioned.
But this would be propagandistic twaddle, serving to
mislead.
An initial glance at the green paper possibly
encouraged the impression, for readers not expecting
departures from the norm, that it had followed
the process of Nedlac agreement and government
consideration. Now abundantly clear are the extreme
opposites.
That much is explicit from subsequent publication
of the Nedlac report, clearly showing dissent not only
between the different Nedlac constituencies but also
within various constituencies themselves. These include
organised labour (where Jan Mahlangu of Cosatu is
prominent) and government (notably National Treasury
deputy director-general Ismail Momoniat).
Moreover, Zulu withheld an advance peek from her
cabinet colleagues. As alarmingly, the views of “business”

Zulu . . . home alone
weren’t considered at all.
For “business” read primarily the retirement-fund
and life-assurance industries to which many millions
of individuals entrust their cumulative trillions of
savings. Instead of its normal grovel before government
ministries, “business” can reciprocate the DSD’s
discourtesy.
A sinister explanation for ignoring the “business”
submissions is that the DSD – an organ of the state –
wants to crowd out the private sector as a player in the
retirement-fund space. On an estimate of the green
paper’s proposals, roughly 75% of present retirementfund members will be transferred from the private sector
into the “second (state) pillar” of the proposed National
Social Security Fund.
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public pre-Christmas tension is unlikely to stimulate
breakthroughs.
And if the baton of retirement reform has now been
passed to DSD from National Treasury, seemingly in
parallel worlds, then former Alexander Forbes chairman
Cyril Ramaphosa should emerge from his hidey hole to
say so.
One way or another, in light of mass unemployment,
there will have to be costly provision for social security
that only a reversal of economic decline could finance.
One way to encourage public favour would be a
proclamation, contrary to implications in the green
paper, not to steal from savings.
Begin to worry. Although it’s promised that a statenominated NSSF board will ensure the highest standards
of ethics and competence (see box), credibility will
come at a stretch. On top of this, fear that the firing of
torpedoes into private-sector financial institutions can
sink precisely those accumulators of capital on which the
economy relies for investment buoyancy.
Moreover, just as prescribed assets appeared to have
been removed from the table, along they come again in a
different guise. The NSSF board, appointed by the state,
is vulnerable to do the state’s bidding in terms of stateowned enterprises and similar portfolio selections. Trust
in cadres is at a premium.
Another reason to ignore the DSD’s invitation, apart
from wanting to deprive the putative consultation of
gravitas, is that there’s little new ground to be covered.
The issues raised have been xhashed and rehashed since
the first reform proposals in 2004 and in subsequent
publications,
It was most recently by DSD in 2016 when it tweaked
the 2014 paper. The 2021 version is virtually unchanged
as if there hadn’t been numerous industry-shattering
crises along the way; take the economic consequences
of state capture and Covid as an examples. They’d surely
blast actuarial assumptions on the subsidies by the
younger of the older in the proposed pay-as-you-go
defined-benefit system.
If the last five years of debate at Nedlac could not
produce agreement on even the most basic principles,
then their detail is diversionary. A few months of

Second, the withdrawal
proposals:

L

atest on the table is a “a two-bucket system” for
contributions to retirement funds. National
Treasury’s Ismail Momoniat explains that one bucket
must be preserved until retirement and the second bucket
will allow for “pre-retirement access during emergencies
or extra-ordinary circumstances”.
It’s envisaged that partial withdrawal will be
conditional on preservation of the balance. So say a
member takes 20% of his fund credit, the 80% balance
will have to preserved in an annuity on retirement.
Treasury cautions that the change is unlikely to be
effected until next year.
This is an attempt to balance the member’s need for
immediate cash against the longer-term need for savings

Momoniat . . . endless patience

10
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on retirement. Treasury is trying to kill two birds with
one stone, perhaps already a little late against the Covid
background of wage disruptions.
There’s been leakage on a vast scale because
retrenchments and resignations from employers
allow fund members to cash in their full credits
(TT March-May). In desperate times, cash in hand
carries temptations; sometimes perhaps less for family
emergencies than to permit consumer choices.
The allowance for partial withdrawal will kick the can
down the road, further to reduce the savings pool and
to compound the difficulties of funding for retirement.
Moreover, the possible introduction of a National Social
Security Fund can only make cashing-in a more attractive
option for the employees faced with wage reductions and
job losses.
Before they contemplate it, best that employees be
made timeously aware of how pensions loss leads also to
loss of group-risk cover. Usually defined relative to salary
(for example, three times annual salary), risk polices will
cover such setbacks as loss of income through disability
and death.
Compared to fund credits, far too little attention is
paid to this critical aspect of employee benefits. It widens
the gap between those with jobs and those without.

Third, back to B-BBEE:

T

here was a time when retirement funds were
primarily to do with optimisation of benefits, for
members to retire in the maximum possible comfort
allowed by their savings. That still holds, it must be
supposed, except that it’s now within the context of
retirement funds being arms for the advance of black
economic empowerment.
The question which then arises is whether
implementation of the Financial Sector Code –
soon to become mandatory for retirement funds,
notwithstanding the weight of complexities (TT JuneAug) – will ultimately have positive, negative or neutral
affects on their after-costs performance. It’s too soon
to answer; for example, whether funds will need to pay
premiums for suitably qualified black women to sit on
their boards.
And what if they don’t? Or won’t?

Hanekom . . . unenviable task
Retirement funds are unlike any other financial
institution. Amongst other things, their boards of
trustees are at least partially elected by members. Trustees
have fiduciary duties. Should trustees fail to comply
with the FSC, when faced with a conflict against more
conventional fiduciary duties, what sorts of penalties
await?
Implementation of the FSC by retirement funds is
inordinately convoluted. Nowhere is this better illustrated
than by an expert panel, chaired by Kobus Hanekom
of the Sanlam umbrella fund, assembled for the Batseta
‘solution room’ in August.
Although the session was closed, a recording is
available on the Batseta website. Use the opportunity to
watch it while it’s available until mid-September.
Readily observable is the lack of practical guidance,
sometimes even the lack of unanimity amongst the
experts, on application of the envisaged scorecard. Once
the allocation of targeted points is analysed, some of the
industry’s most prominent service providers might find
themselves in shock.
As appetisers, under the revised three-year targets it
could be that a Level 1 contribution rating is sublimated
to black-majority shareholding. Similarly, if commercial
umbrella funds find themselves having to allocate
chunks of their procurement spends to competitors, their
viabilities can plummet.
The job of trustees is about to become a hell of a lot
more complicated.
n

Reform agenda continues
Retirement programme’s ongoing process is evaluated by Louis Theron,
Head of Annuity & Investment Product at Liberty Corporate.
Not saving enough for retirement is a worldwide
problem. Countries around the world have
introduced substantial changes to their pension
fund systems in efforts to address low retirement
savings rates. At the same time, the global
COVID-19 pandemic has created a need for shortterm relief from economic hardship through
dipping into long-term savings.
In 2021 we saw the following changes globally:
• Australia increased the minimum employer
contribution rate under its mandatory
occupational pension programme (1).
• Malaysia introduced an early withdrawal option
under its provident fund programme (1).
• Norway proposed plans to expand mandatory
occupational pension coverage to more private
sector workers (1).
• The US proposed changes to the way employers
contribute to retirement plans for employees
with student loans. It also wants to increase
“catch-up contribution” legislation limits (2).
These changes acknowledge that people are not
saving enough for retirement. Analyses done by
Liberty Group in July 2021, into the behaviour of
retirement fund members under its administration,
showed that only 6% of members preserve their
retirement savings when leaving employers. SA’s
own pension fund system is not exempt from global
trends and the challenge of low retirement savings
rates.
Like its global counterparts, SA has set out to
reform retirement savings initiatives with the
Default Regulations in 2019 and, more recently,
the “T-day” legislation to align the tax and benefit
payment treatment of different retirement saving

vehicles, namely pension and provident funds. More
changes are coming down the line. In outline:
Proposed changes to Regulation 28
Regulation 28 of the Pension Funds Act determines
the type and size of the different asset classes in
which a retirement fund can invest. This regulation
has been updated many times over the past decade
with the aim of improving retirement outcomes for
retiring members.
To further protect members’ retirement interests
and exposure to complex investment risk,
discussions are taking place to refine the use of
hedge funds, securities lending and derivatives as
part of a retirement fund’s investible universe.
To remain relevant to global investor trends,
consultation papers have been published. They
include crypto currencies in a retirement fund’s
investment strategy. Let us not forget the highly
debated proposal on minimum limits for the
infrastructure asset class, thereby using retirement
funding as a potential source to promote
infrastructure investment in SA.
Benefit Projection Draft Conduct Standard
At present there is no standard to ensure
consistency on how retirement benefit projections
are made in the retirement ecosystem. There
are currently concerns regarding members’
understanding of their benefit projections. The
proposed conduct standard aims to educate
members to have realistic future expectations of
their retirement savings.
This is done through detailing when benefit
projections should be provided, what disclaimers
to include, quantifying the projected lump-sum
and estimated retirement pensions, explaining the

Sources:
1. https://www.ssa.gov/policy/docs/progdesc/intl_update/2021-07/2021-07.pdf
2. https://www.cnbc.com/2021/06/09/congress-wants-to-make-more-changes-to-the-us-retirement-system.html

relevant risks and assumptions and outlining the
possible variation in the projections using different
scenarios.
Consider someone aged 26 with accumulated
retirement savings of R1 million and monthly
contributions of R6 500 towards their retirement.
Referring to Figure 1, most benefit projections only
show a single “best estimate” outcome (R8,9m in
this example) based on the most realistic set of
assumptions.
But the underlying set of assumptions can turn out
worse (or more conservative) or better (or more
optimistic) than expected. Under these “additional
scenarios”, we expect the member’s projections
to decrease to R5,8m or increase to R13,9m
respectively. This example highlights the need for
members to continuously monitor their retirement

Theron . . . complex balance
draw-down being unsustainably high causing them
to deplete their savings too soon and receive no
income in later years.
To mitigate this risk, the Financial Sector Conduct
Authority is expected to publish a standard
detailing the maximum allowable living annuity
draw-down rates for retirement funds with a
default living annuity option under Regulation
39 of the Pension Funds Act. This standard will
guide a trustee board on how to derive and
continuously monitor conservative and sustainable
recommended draw-down rates for their fund’s
membership.

savings levels and ensure that their expectations are
better managed leading up to their retirement.
Default Living Annuity Draw-down Standard
Some 90% of Liberty-administered retirement fund
members annuitised their savings at retirement and
purchased a living annuity during the past 15 years.
In line with the industry norm, this implies that the
majority of pensioners run the risk of their chosen

The promulgation of most of the above pending
conduct standards is expected later in 2021. These
changes must be viewed with other proposed social
and retirement reform initiatives, such as changes
in minimum social grants and early withdrawal of
retirement savings, to form a holistic view as to how
SA intends to address its challenges. The trade-offs
between the need for short-term financial relief
and support versus a sustainable retirement income
will remain a complex balancing act.
www.liberty.co.za
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CURRENTS

Be warned
SA companies, and particularly retirement funds,
must take much more seriously the threats of cyber crime.
Damage from hacks could be irrecoverable.

I

t’s estimated that, by the end of 2020, the global
cost of cyber crime had exceeded $1 trillion.
“There is often a misconception that all cyber
events are malicious,” points out Marsh Specialty
Finpro practice leader Teri Solomon. “Cyber risk
does not only emanate from hackers lurking in dark
corners, seeking to break into companies’ networks,
or to seek large ransoms. Significant losses are also
incurred as a result of errors, omissions and simple
mistakes.”
She predicts that the prevalence of cyber attacks
is set to increase --as has the sophistication of the
breaches – because cyber criminals seem always to
be one step ahead. The financial, operational and
reputational impact on businesses following a cyber
breach can be enormous, and retirement funds are no
different.
Cyber risk management is vital for retirement
funds because of:
u The volume of data that retirement funds hold,
process and manage including large volumes of
personal and financial data. These make retirement
funds a tempting target for hackers;
u The sensitive nature of the data held also makes
funds more susceptible to cyber attacks;

Solomon . . . timely wisdom
u The extensive ecosystem of third-party providers to
funds -- from asset managers to fund administrators
and actuaries -- increases the opportunity for fund
members’ data to be compromised within any one of
these third-party systems.
The fund need not own or operate its own
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computer system to be held liable to members if their
data is lost, stolen or compromised. The Protection
of Personal Information Act is clear that the ultimate
liability rests on the fund, and the trustees, as the data
originator. The information officer also bears a huge
personal liability under POPIA.
It is after all the primary obligation of the board
to ensure that members, their benefits and the fund’s
assets are protected, not put at risk through poor
controls.
Given the advent of POPIA, the fund’s board is
expected to take steps to identify, manage and mitigate
the cyber resilience of the fund. More particularly,
Solomon emphasizes, the board should:
u Assess and minimize the risk of a cyber event;
u Ensure that the fund is able to respond to an
incident through the implementation of a robust
incident-response plan;
u Understand and quantify the possible impact
that an incident could have on the fund and its
operations.
In addition, trustees must carefully consider the
service-level agreements they have in place with the
fund providers. Not only should the SLAs ensure that
these advisors cannot contract out of liability for a
cyber event within their systems, but the SLA should
prescribe that the advisor secures adequate cyber
liability insurance.
Further to mitigate the risk, Solomon advises that
the board consider the need to transfer the cyber
risk through insurance: “Whether it be a standalone
cyber liability policy, or a contingency data protection
extension under their existing fidelity policy, the
board must evidence its assessment of the right
solution for the fund.”
As for the boards of retirement funds, so too for
the boards of companies. A survey by multinational
search firm Heidrick & Struggles has found that,
amongst JSE-listed companies, there’s a marked dearth
of directors with experience in cybersecurity. Last year
a theme of the annual Sanlam benchmark survey was
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to warn of hacking threats, but it seems not to have
been taken too seriously.
High time it changed.

Out of the dock

J

ohannesburg regional court magistrate Pieter du
Plessis has died. So too, quite possibly, does the
11-year trial of Simon Nash on charges of having
allegedly “stripped” certain defined-benefit pension
funds of their actuarial surpluses.
It was Du Plessis who presided in the Specialised
Commercial Crimes Court on the Nash trial from the
day it started in November 2010. It was also he who
sat patiently through the numerous trials-within-trials
as well as the never-ending litigation between Nash
and funds curator Tony Mostert.
What happens next? Unless the trial relaunches
from the beginning, under a new presiding officer,
Nash is home free. Or perhaps not exactly free
because his legal costs are said to have exceeded
R60m.
There’d also be the mountain of legal costs to
the state in effecting a fresh prosecution, as well as
another mountain should the assistance of Mostert
again be required. He’d been singularly successful in
extracting plea bargains.
For Nash, a cheaper route could have been to settle
with Mostert. Of the numerous “surplus stripping”
accused, he had single-mindedly refused to do so.
For Mostert, there was a fees feast. Although the old
Financial Services Board (now the Financial Sector

Nash and Mostert . . . bitter end
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Conduct Authority) had consistently refused under
executive office Dube Tshidi to disclose the full
extent of Mostert’s remuneration – the subject of a
long-running battle with TT to quantify and justify
the hundreds of millions – this battle too might soon
end.
That’s because of the new sheriffs in town. FSCA
commissioner Unathi Kamlana and finance minister
Enoch Godongwala can easily pass the transparency
test, should they wish. Tshidi, who perpetually
blocked requests for this information, will be off the
scene from October.
Another ghost from the past to be exorcised is
the intervention of Tshidi, all those years ago, to have
allegedly threatened Alexander Forbes and Sanlam
that he would withdraw their operating licences unless
they settled with Mostert on his curatorship claims
against them (TT July-Sept ’10).
The questions are whether such interventions
create a precedent for the future that the new sheriffs
will support, and what proportions of the R500m
or so cumulatively paid by Forbes and Sanlam went
respectively to identified retirement funds and how
much to curatorship fees.
It must be terribly painful to certain parties that,
as the ANC never tires of reminding us, that a person
is innocent until proven guilty. Word on the street
has it that Nash is responding impolitely to Mostert’s
communications.

Welcome changes

T

here is a breath of fresh air in the FSCA
department of retirement funds supervision,
Headed by Olano Makhubela, it hosted a media
roundtable that lasted several hours for open
discussion on a range of topics from the impact of
Covid to sustainable financing. There’d previously
been nothing as informative.
Directly relevant to a clean-out after the Tshidi era,
the FSCA has identified areas “where its monitoring
and supervision of historic curatorships required
improvement”. Changes introduced are:
u Monthly fees capped in appointment letter;

Makhubela . . . groundbreaking
u Curators required to submit to the FSCA monthly
invoices with supporting schedules, inclusive of
the corresponding month’s bank statements of the
retirement fund;
u Curators also required to report to the FSCA
regularly by submitting monthly or bi-monthly
feedback reports, and
u Quarterly meetings with curators.
It will also look to appointment of statutory
managers “as a valuable regulatory tool of
interventions which is not considered as adverse as
a curatorship”. Due to the statutory manager being
appointed by agreement, the FSCA adds, it promotes
cooperation between the retirement fund and the
FSCA in the best interests of fund members.

Late acknowledgement

A

lso at the roundtable, the FSCA updated the
figures for unclaimed benefits. R45bn was owed
to 4,5m members in 1 286 funds, it said, noting that
“there are ongoing efforts by administrators to trace
and pay the beneficiaries”.
None more so than Liberty which has led the pack,
partly because of high volumes inherited in earlier
takeovers of fund administrators.
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Snippets
For the record, three unrelated items:
u There’s been critical debate on the role of
principal officers (TT June-Aug). Do they owe
their funds fiduciary duties? No, said many within
the industry, claiming that their administrative
positions equated to company secretaries. Yes,
insisted the FSCA, having taken legal opinion from
Wim Trengove SC. The matter is concluded by
fiduciary duty being included in the Conduct of
Financial Institutions legislation.
u Taking over from long-serving Dave Morris
as champion of the ASISA Academy retirement
fund education programme is Giselle Gould, well
known in the industry from her years at Fairheads.
The programme’s range of courses – paid for by
ASISA members and without charge to students –
has passed the milestone of having trained 10 000
delegates. Under the leadership of Gould, expect
Hunter . . . courageous whistleblower
Over the past decade, says Kabelo van der Merwe
who leads the unclaimed benefits project at Liberty, it
has appointed several tracing agents to find more than
200 000 beneficiaries whose unclaimed benefits total
R2,3bn: “Since 2018 we have successfully traced and
paid over R380m to members and beneficiaries.”
Shortly after her appointment as deputy executive
officer for retirement funds at the FSB, Rosemary
Hunter alleged that there were hundreds of funds
with assets and liabilities whose registrations the
FSB had unlawfully cancelled to the prejudice of
members. FSB executive officer Dube Tshidi then
hit her with a ton of bricks, causing her departure
from the FSB and ultimately litigation in the
Constitutional Court.
The irony now, too late to spare Hunter anquish or
expense, is use by the FSCA of concerns expressed by
the Concourt minority judgment in Hunter’s favour.
One, mentioned by Makhubela, was interest conflicts
where fund administrators appointed their own staff
to act as trustees of supposedly “dormant” funds.

Gould . . . new champion
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that it will go from strength to strength.
u Jennifer Henry, head of strategic investments
and manager research at Stanlib, will be the next
CFA Society SA president. Through working with
SA regulatory and industry bodies, the chapter
is supporting some 3 300 candidates who’ll be
writing exams by May next year.

Infrastructure setback

I

n a letter to UK pension fund trustees, prime
minister Boris Johnson and chancellor Rishi Sunak
have urged them to plough more cash into such
sectors as infrastructure and venture capital to help
Britain “build back better” in an “investment big
bang” after Covid.
But UK pension funds are generally wary, reports the
FT. They fear that high fees in these vehicles can erode
investment returns and that poor liquidity can impact

Johnson . . . slapped down
the timing of pension payouts.
A prominent professional is quoted: “UK illiquids will
have to stand up to the same due diligence process as any
n
other investment decision.”

OTHERS
SIMPLY
TICK BOXES

WE THINK
OUTSIDE
OF THEM

Fedgroup’s specialist beneficiary fund administration service is level 2 B-BBEE
compliant, adopts a prudent fund preservation approach, and offers trustees greater
peace of mind.
Unlike other industry players, we have interrogated every aspect of the administration fund space to offer the
services beneficiaries need, while making a lasting difference in their lives. Our expertise and dedication enable us
to provide beneficiaries with the best possible opportunity to lead productive, financially secure adult lives.
Here are just a few of our unique services:
• Record-breaking turn-around times of only 48 hours to on-board a new trust
• A dedicated care centre to address even the most complicated queries
• On-call Trustees with a 24-hour turn-around time
• A greater percentage of funds invested for preservation with less than 2% held in cash

BENEFICIARY CARE

For more info, please contact Fedgroup on:
E: VIP@fedgroup.co.za
T: 0860 FED GRP (333 477)

If you advise your clients on death benefits, or serve on the board of
trustees of pension funds, and hold the wellbeing of fund members and
their families as close to your heart as we do, please contact us today.

www.fedgroup.co.za

Fedgroup is an authorised Financial Services Provider.
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Beyond risk and return
Strong reasons to look increasingly at alternatives to more
conventional asset classes, suggests Momentum Investments
portfolio manager Kamini Naidoo.
The COVID-19 pandemic and associated market sell-off
has reinforced the benefit of a well-diversified portfolio.
As a result, investors are rethinking the traditional assetclass allocation strategies to make sure their portfolios are
diversified to capture other sources of returns.
Alternative investments play a valuable role in a diversified
portfolio. They offer investors improved diversification
because of their low correlations with traditional
asset classes, access to a wider menu of investment
opportunities and the potential to generate an enhanced
return – often while fulfilling a joint mandate of making a
positive social impact.
Alternative investments do not follow conventional
investment methods. They can be considered under two
broad categories.
The first refers to the long and short-risk exposures, as
used by hedge funds on publicly traded financial assets.
Hedge funds operate in public markets but use tools such
as leverage (the ability to use borrowed capital to amplify
returns) and short selling (the ability to profit off falling
securities) to extract returns from public markets across
equities, rates, credit, currencies and commodities. Their
wider toolbox enables them to generate returns regardless
of market direction. These strategies tend to favour
elevated levels of volatility.
The second category exists for private investments such as
private equity, private debt and real assets (which includes
infrastructure and direct property). These strategies
provide access to investments and income streams
typically not available to investors in listed markets.
They include exposure to mid-sized growth businesses,
long-term infrastructure investments and investment
strategies with a targeted social development focus. Many
of these investments have the potential to drive multiple
social and environmental benefits.
The pandemic and lockdowns have further exacerbated
many inequalities on macro and micro levels. Investors
have redirected their focus to the significance of impact
investing and its role in addressing some of the global
social and environmental challenges. They are more
actively committing meaningful contributions to the

Naidoo . . . various categories
United Nations Sustainable Development Goals (SDGs) in
response to the call “to end poverty, protect the planet,
and ensure that by 2030 all people enjoy peace and
prosperity”.
Impact investments have been traditionally driven by
private markets. Private market strategies are pivotal in
channeling private capital towards assets and companies
that can help to address these goals. It is in the private
market space that the investor can exercise greater
control, finance discrete projects or assets, and invest in
smaller, niche companies.
Momentum Investments has a targeted impact funds
range. It invests across a range of debt, equity and
hybrid opportunities with a targeted social development
focus. Through commitment to the SDG framework,
the investments are focused on strategies that can
make a difference locally and where the investor has
the opportunity to generate strong financial and social
returns.
Assets in this strategy can include renewable energy
which span solar, wind and alternative energy. Through
these assets, the investor can contribute towards the
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generation of clean energy, development of much-needed
infrastructure, provide decent work and fight climate
change.
On social infrastructure, the fund invests in student
accommodation. Lack of accommodation has been linked
to high failure and dropout rates. Highlighted is the
importance of this type of investment in providing quality
education for SA’s long-term economic growth.
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social-development focus. These strategies can invest
across different areas of the capital structure, providing the
investor access to a broader opportunity set and greater
diversification by accessing different outcomes among
securities, even of the same company.

Private investments allow investors access to diversifying
sources of risk and return. These investments are generally
less liquid and more complex than public markets. An
example is the ‘liquidity premium’ which refers to the
additional return an investor earns for giving up the
ability to dispose of an investment in the shorter term. As
the holding period increases, so too does the expected
liquidity premium, as the investment is able to generate
greater return through the life.
This premium is applicable across traditional and
alternative investments [see Figure 1]. There are many
factors that determine an investment’s liquidity. Some
investments, like large cap equities, can be traded within
seconds, while corporate bonds may trade twice a year;
and the average holding period for institutional property is
a decade.
Hedge funds plot in the middle of this continuum, as
the liquidity of these strategies tend to be a function
of the underlying traditional investments in which
they invest. The red dots in Figure 1 correspond to
alternative investments. They tend to access the less liquid
opportunities but with the ability to generate much higher
returns.

Source: Momentum Investments

Private debt accesses the secured debt instruments,
unsecured debt instruments and mezzanine funding
instruments of an entity that are not traded on an
exchange. These instruments can offer excellent yields and
over different periods. Private equity provides a blended
return across mezzanine, unsecured loan, preference share
and unlisted equity instruments.
These investments can help investors align their investments
with their long-term goals and values, as well as target
financial returns, while realising a tangible real-world
impact.
We believe that investing is personal. So we work with
individuals and institutions that prefer unconventional
investment solutions to deliver on a set of predefined
investment objectives.
Our clients’ interests are core to our investing philosophy.
We are able to tailor our investment strategies to specific
investment objectives.
https://www.momentum.co.za/momentum/invest-and-save

Source: Momentum Investments

Private markets provide access to investments and
income streams typically not available to investors.
Examples include mid-sized growth businesses, long-term
infrastructure investments and strategies with a targeted
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Tip the balance
To get the economy moving, rely on retirement funds
and not on government.

F

ront and centre for retirement funds, in
their role to help tip back the Armageddon
that engulfed SA in July, is infrastructure
investment.
Yet, in the five years of dismal economic
performance and listless jobs growth that preceded
the Covid smackdown, it’s fallen far below the target
at 30% of gdp set by the National Development
Plan. Worst laggard was the public sector both
quantitatively (overall spend) and qualitatively (value
for money).
That tells its own story. In a pre-crisis era, less
than two years ago, infrastructure investment was
heralded by President Cyril Ramaphosa as the
“flywheel” for stimulation of economic growth.
Ambitious projects were drafted for public-privatepension partnerships (PPPPs).
No longer, even as an aspiration. Forget
the concept of partnership with an incoherent
government. The field is open for retirement funds to
do better on their own.
Recall that changes to Regulation 28 of the
Pension Funds Act were welcomed to facilitate new
projects. By cruel twists of fate, however, these days
investors have more than sufficient in their sights to
begin rebuilding the old.

Preconditions for progress
But will they? Only in the event of sweeping reforms
of which the ANC government is incapable, just
as it is now proven to be incapable of consistently
delivering even the most basic and essential public
services. Hidebound by ideological fantasies and
corrupt pursuits left unaddressed, its record defies
investor confidence.
Never more so than during the July mayhem.
Then exposed as useless at the protection of people
and property, local communities came into their
own. Taking forward their collective mobilisation
into a civil initiative are retirement funds. Their
investments are integral to the process of rebuild.
No matter their willingness to reconstruct
shopping malls, as a basic practicality, they cannot
offer tenants an assurance that burn-outs won’t
happen again. Neither can Ramaphosa, irrespective
of cabinet manoeuvrers.
By themselves, ministers cannot change a relaxed
police service into a protective one or a lackadaisical
military into a fighting force. What matters less
than the tip of the iceberg at cabinet level is the
dangers that lurk beneath in the state’s resource
and competence levels, significantly responsible for
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Source: Presentation by National Treasury advisor Taka Sande to 2021 ASSA conference

deteriorations infrastructure maintenance.
Moreover, government’s policy positions tend
to undermine the certainty of direction that
investors crave. Ramaphosa’s insipid promises, not
to cause offence, have had their cover blown by the
insurrection. Policy positions are confused, as in bits
of privatisations on the one side and a ballooning the
public-sector wage bill on the other.
His “long game” is gone. The factionalism in his
party, the frigid rollout of Covid vaccinations and
the unabashed venality of a privileged elite were left
to conflate. For the ANC government in its present
form, given its present structures, time has run out.

Severe time pressures
But not so for citizens and investors. For them, time
is critical and the role of retirement funds is decisive.
They’re on their own, to select just where they want
to go and how to go about it, because government has
relegated itself to irrelevance in the pursuit of jobsorientated economic growth.
Perhaps that’s a good thing. The combination of
lootings and lockdowns has swept from the radar
any pretence to retain in place the bureaucratic

interventions of ANC rule, notably the racebased and statist-orientated. Pension funds, more
representative of more South Africans than the
ANC’s policy-making bodies, can decide far better
than they the terms on which they’ll activate the
flywheel.
It’s for them to spell out the terms, not for
government to impose them, because their
starting point is ESG (environmental, social and
governance) criteria. As a potential investment
partner, government collapses at first base so long as
Ramaphosa refuses to eschew cadre deployment. It’s
at the core of institutional havoc.
And this is only the first base. There’s a
contradiction in retirement funds’ insistence
on investee companies’ “sustainability”, as the
prerequisite for social impact and economic
inclusivity, when the practice of government is
squander.
In effect, then, there’s a huge responsibility
on the managers of those funds to take stands
appropriate to their members’ best interests. They
need definition and they require an approach to
political power radically different from the private
sector’s traditionally obsequious posture; so much the
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Key features of an investment framework
Identifying outcomes and
setting policies and targets

Sustainability solutions

As for the pursuit of a financial return, the non-financial
sustainability and impact objectives also require the
identification of the targeted outcome, neatly framed
within our policy and other frameworks with measurable
targets.

Clients and investors will require sustainable building
blocks to build their solutions. These may be off-the-shelf
and customised given their unique needs and preference
(choice). The standards for any product to be labelled
sustainable are becoming stricter.

ESG integration

Data and technology

It is an important demonstration that sustainability is
embedded in our decision making and underpinned
by the rigour and tangible explicit elements in our
investment process that informs our holistic decisionmaking fulfilling our fiduciary duty.

‘Big data’ presents a challenge to our investment
processes. The inclusion of quantitative and qualitative
(even real time) sustainability ‘data points’ amplifies
the need for better control of data. Integrating these on
our existing technology platforms and models is vital
in transforming it into useful information for decision
making.

Stewardship

Governance

Stewardship is an invaluable tool and approach that
needs to function coherently alongside each pillar of our
investment framework.

A governance function provides oversight and ensures
that Sanlam Investment’s commitment to all stakeholders
(including clients, employees, shareholders and society)
comply and are upheld to the standards articulated.

Engaging with companies on material ESG issues and
Exercising our right to vote.

Leading research and insights
Leading research and insights will differentiate the
exceptional sustainability practitioner from the ordinary.
Leading the conversation and findings of South African
specific issues are vital. It also plays a key role in
ensuring a superior client experience (especially
education).
Source: Sanlam Investments

Reporting and contribution
to the collective
The ability to report on progress forward targeted
outcomes (with measurable clarity) to a range of
stakeholders, authorities and our clients is vital.
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better, for bottom-up participation, were managers
to be clearly mandated by representatives of fund
members.
If “stewardship” means the slaughter of holy
cows, beloved of politicians determined to present
themselves as progressive, best that they be identified
outside the narrative of political correctness. That’s
inclusive of transformation programmes which
should be called out for failure.
In the pursuit of job-creating economic growth,
under ESG principles, all else falls away. It applies
even to the huge Government Employees Pension
Fund, or its founding signature to the UN-backed
Principles for Responsible Investment is tokenism.
Put differently, unless government complies with
the requirements of retirement funds – not the other
way around – they should remain independent to
launch investment vehicles for strategies of their
choice.
Accountable to investors, it’s for them to explain
and justify the projects targeted; hospitals and
schools, renewable energy and affordable housing,
for instance; perhaps also such essentials as collapsed
municipal functions as well as interventions in
electricity supply and water security.

Now for the new minister
Not under his watch, said then finance minister
Tito Mboweni, would intrusions into SA’s fiscal
sovereignty be tolerated; hence his inclination
for spending constraint. But bereft of an ongoing
commodities boom, successor Enoch Godongwana
might be less fortunate were there to be a drainage
of foreign exchange; at least on a scale similar to
1989 that forced the National Party government to
abandon apartheid.
That’s not an imminent danger because SA
offers bond yields higher than in developed
markets. Additionally, in terms of tax revenues, the
commodities supercycle has made the extension of
social grants relatively easy.
Once granted, however, they cannot be
withdrawn. The events of July have shown the
destruction of which an outraged populace is capable.
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Fortunately, a humanitarian crisis has been
averted. But for the future, once commodity windfalls
are exhausted? On the sheer numbers of unemployed
and unemployable South Africans, what are the
alternatives to widespread starvation?
It’s too soon to say whether there’s sufficient time
for SA, and indeed the region, to resurrect itself
without some form of external assistance. It isn’t too
soon to dismiss the IMF option, however distasteful
to an ANC government out of wiggle room.
Not all is lost. That the SA Constitution has held
firm, against the Zuma-related onslaughts, is the
surest bedrock from which domestic and foreign
investment can launch. So too has been the range
of alliances through civil society, against those who
would do it harm, and the emergence of youthful
leaders in community initiatives.
It’s in such alternatives to the sterility and hubris
of the ANC’s blue-light brigade that hope resides. n
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DEBUNKING MYTHS ABOUT
UMBRELLA FUNDS
Despite the clear advantages they offer, misconceptions
persist. So argues Malusi Ndlovu, Director of Large Enterprise
at Old Mutual Corporate, who straightens the record.

I

n the wake of the COVID-19 pandemic, the
need for more significant economies of scale
to reduce costs and remove the fiduciary
burden on employers running a standalone
pension fund has never been more apparent.
Yet misconceptions about umbrealla funds
persist.
In a nutshell, the economies of scale
generated by umbrella funds offer advantages
for both employers and employees that
standalone retirement funds simply cannot
replicate.
Well governed umbrella funds foster greater
accountability and more transparency. They can
make a big impact on transformation and to
growing long-term savings.
The following four misperceptions currently
prevail. They need to be addressed.

Myth #1: Umbrella funds offer no
choice in decision making
Under the new generation of umbrella
funds, such as the Old Mutual SuperFund,
management committees are empowered to
make their own decisions. Most large umbrella
funds put in place management committees
per participating employer. Membership of the
management committee typically consists of at
least 50% elected members.
These committees serve an important role

Malusi Ndlovu . . . distinctly superior
in ensuring compatibility between the fund’s
offering and the needs of the group of members
for whom it is responsible. These can include
(for example) investment choice, member
communication, choice of adviser, choice of
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service providers and service levels.
The job of the management committee
is critically important and should not be
underestimated.

Myth #2: Umbrella funds limit the
choice of service providers
The new generation of umbrella funds give
groups of members from an employer the
authority to choose their own service providers.
Old Mutual’s SuperFund, for example, allows
groups of members from one employer to select
their own insurer, consultants and investment
provider (subject to certain conditions). It even
allows the current monitoring officer or principal
officer of a standalone fund to come across and
provide the role of monitoring for a particular
group of employees from one employer.
This makes this next generation of umbrella
funds much more suitable for groups of
employees where there are complex decisionmaking and multiple stakeholders that need to
be accommodated.

Myth #3: Umbrella funds will hamper
transformation
Umbrella funds such as the Old Mutual
SuperFund empower employers to use their
management committee structures to choose
service providers in line with their companies’
B-BBEE policy.
Depending on the package chosen by
a participating employer, there is flexibility
to choose service providers. Employers can
therefore use this as a tool for transformation in
line with their transformation policy.
Due to the scale offered by an umbrella fund,
such as Old Mutual SuperFund, capital can also be
used to make a real impact by investing in private
assets such as infrastructure, schools and housing.
By using their capital to transform disadvantaged
communities, investors can move the dial.
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Myth #4: Umbrella funds have less
accountability and transparency
Trustees are legally accountable. They
are overseen by professional bodies and
organisations.
The duties of the trustees of retirement funds
have been codified in sections 7C and 7D of the
Pension Funds Act. They are further regulated
by the Financial Sector Conduct Authority. In an
umbrella fund like Old Mutual SuperFund, the
majority of trustees are independent and have
careers as professional trustees or directors.
Umbrella funds are transparent. They provide
detailed annual reports publically to members
and management committees. By offering
annual interactive roadshows, there is no room
for opaqueness.

GREAT DEBATE
Old Mutual Corporate recently hosted a
webinar that tackled the debate of standalone
retirement funds vs umbrella funds.
Four retirement fund experts unpacked the
workings of the two types of funds, and looked
at the full range of factors to consider. These
included governance, regulatory changes,
National Treasury’s push towards consolidation,
flexibility, administration, financial education for
members and cost, and economies of scale.
To view the webinar and other content on this
subject, visit:
www.oldmutual.co.za/thegreatdebate

Old Mutual Life Assurance Company (SA) Limited is a licensed FSP and Life Insurer.
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TRILINEAR AFTERMATH

Enoch is ok
The new finance minister has no need to worry about a little blip in his past.
But there are one or two others who might need to worry.

I

mmediately on the announcement of Enoch
Godangwana as minister of finance, the google
researchers began hitting their keyboards.
To their apparent delight, up popped mentions
of an insolvent company called Canyon Springs.
Godangwana had been a shareholder. As a director,
there was a stinging phrase about him having acted
“fraudulently or at least recklessly” over the R120m
of clothing workers’ pension money that had been
invested in the company.
This was purportedly the “dark cloud” continuing
to hang over the new minister. It’s massively unfair on
him. If anybody is to answer for the Canyon Springs
disaster, it isn’t Godongwana but the head of the
Financial Services Board.

A

t all material times it was supposed to have
supervised the activities of the Trilinear group
companies which pulled over R400m of pension
money into numerous duds. Canyon Springs was
amongst them (TT Sept-Nov ’12).
Throughout this period of fraught supervision,
the FSB executive officer was Dube Tshidi. On
subsequent conversion of the FSB to the Financial
Sector Conduct Authority, Tshidi became and
remained a member of the FSCA transitional
management committee. Since the FSCA reports
to the minister of finance, by a gentle twist of irony
Godongwana is today in a strong position to request

Godongwana . . . in the clear
that Tshidi fills in a few gaps.
One of these would be to identify the FSCA
officials still in place after they’d let Trilinear pass
from under their noses. Another is to explain
the ongoing secrecy with which the FSCA treats
matters pertaining to Trilinear, the most recent
being the confidentiality of the out-of-court
settlement on the R70m claim by the PEP Limited
provident fund (PEPF) for its losses on Trilinear
(TT Oct ’19-Jan ’20).
The essence of the PEPF claim against the FSB and
Tshidi was their alleged liability for the fund’s losses
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by having failed to perform their statutory duties.
Had the PEPF known what the FSB knew, when the
FSB knew it, the fund could have responded to avoid
the loss. However, the regulator had neither notified
PEPF of Trilinear’s illegal actions nor appointed a
curator when it should have.
As far back as November 2007 the FSB had itself
suspended Trilinear for having failed to submit
financial statements. During its suspension, lifted in
May 2008, Trilinear appeared nonetheless to continue
investing clients’ money (compounding huge losses)
in blatant disregard of the suspension.

M

erely a month after the suspension had
been lifted, in June 2008 the FSB received
a whistleblower’s tip-off concerning Trilinear’s
management of SA Clothing & Textile Workers
Union (Sactwu) funds and possible pay-offs to
Trilinear officials. The whistleblower indicated that
ridiculous fees had been paid to a company bearing
Trilinears’s name.
The FSB was also warned that Trilinear had
invested the union money via loans in unlisted

Kawie and Buthelezi . . . not in the clear
entities that were unable to repay the loans because of
their poor financial position. Yet it took the FSB a full
seven months, until January 2009, before it appointed
inspectors to investigate.
The inspectors found (amongst
other things) that Trilinear had
written up and signed a loan
agreement with Canyon Springs,
a company associated with
Godongwana who was then deputy
minister of economic development.
The purpose of the loan agreement
was to cover the R66m (later R91m)
in union provident funds that had
started flowing to Canyon Springs
two years earlier.

A

lthough this report was
handed to the FSB in
October 2009, it appears that no
immediate action was taken. The
delay allowed Trilinear to lose
another R150m of clients’ money.
Only in November 2011, in light
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of an independent inquiry, did the FSB withdraw
Trilinear’s licence.
The FSB and Tshidi denied that they had breached
any duty of care or that they owed obligations to
the PEPF which gave rise to civil liability. They also
denied that they acted with gross negligence or that a
“causal link exists between any of the omissions and
the alleged losses”.
The “guiding force” at Trilinear, they said, was
chairman Sam Buthelezi. Working with him was
Richard Kawie, purportedly the Sactwu national
benefits coordinator. Kawie, they added, was a PEPF
trustee or alternate trustee.

talk a good game. This is a valuable lesson for a
finance minister;
u The amount that 20 000 Sactwu provident-fund
members have lost through Trilinear is unknown.
Sactwu does not publish its annual financial
statements;
u Buthelezi and Kawie should be awaiting attention
of the National Prosecuting Authority;
u Tshidi might yet regret the day that he let
Godongwana hang out to dry.

A

s such, the FSB stated, Kawie was obliged to
act with due care and in good faith “and to
disclose any facts and circumstances known to
him which gave rise to or may give rise” to interest
conflicts. Instead, he hadn’t disclosed to his fellow
PEPF trustees that he exercised effective control
over all Canyon Springs decisions and that he had
recommended the Trilinear investment because he
expected “personal financial gain”.
It thus seems clear that:
u Godongwana’s appointment as finance minister
is all the more welcome without the Canyon
Springs monkey on his shoulder;
u Sactwu general secretary Andre Kriel has
confirmed that Godangwana paid back all
the money he owed the union. However, this
amount is not to be confused with the many
millions of union-member savings that Trilinear
had ploughed into Canyon Springs. In fact,
Godongwana paid Sactwu some R1,5m which
equates to his remuneration for one year as a
Canyon Springs director;

u From this experience, Godongwana should have
learned that responsibilities of a director are to
be taken seriously, not merely a means to earn
a quick buck and not palmed off to people who

Tshidi . . . going, going . . .

n

Help your employees retire
as planned.. Their way..
However your employees envision retirement, they need a plan for
how to invest in their retirement to enable them to achieve what
they’re looking forward to, whether it’s adventuring, learning new skills,
entrepreneurship, supporting important causes, or spending time with
family and friends.
Whilst your employees are in your care, you can assist by choosing the
Liberty Corporate Retirement Goals-Based Investment Strategy for
them to achieve their retirement goals. This gives them the comfort of
knowing that you’ve looked out for them, throughout their working life
and beyond.
At Liberty Corporate, we partner with your business to help your
employees get retirement ready so they can live their ideal retirement.
Speak to a Financial Adviser or a Benefit Counsellor at
benefitcounselling@liberty.co.za or 0800 456 235.
#RetireMyWay #InItWithYou

Liberty Group Limited (Reg. no. 1957/002788/06) is a licensed Insurer and an Authorised Financial Services Provider (FAIS no. 2409). Terms and Conditions apply. For more
details about benefits, guarantees, fees, tax, limitations, charges, contributions or other conditions and associated risks, please speak to a Liberty Financial Adviser or Broker or
visit our website.
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Bond market reform and DMTN standards
Phase 2 begins
Olga Constantatos, Head of Credit & Nuraan Sulaiman, Investment
Professional @ Futuregrowth
Distressed entities that have defaulted on their obligations and
require debt restructures are no longer a theoretical concept in the
South African Debt Capital Markets (DCM). Real examples of these –
including the topical Land Bank default - have taught us that investor
protections need to be strengthened and that market standards for
Domestic Medium Term Note (DMTN)Programmes need to be raised,
so that we, as institutional investors, are better able to meet our
fiduciary obligations to our clients.

can be viewed in full on the ASISA website. These guidelines will
form the basis of Phase 2 of the drive for bond market reform by
Futuregrowth and other institutional investors.

Past engagements on bond market reform and
standards

A long journey

The journey by institutional investors to achieve better investor
protections has been a long one. In November 2017, Futuregrowth
(individually as well as part of ASISA FISC1) embarked on a series
of engagements with the JSE in order to effect changes to its Debt
Listing Requirements (DLRs). These offered very little protection for
investors, and we believed they needed significant improvement. New
DLRs were eventually issued by the JSE on 31 July 2020.
While the new DLRs are an improvement on the previous version,
we believe they still fall short in some key aspects. When it
became apparent that the JSE had back-tracked on its initial stance
on including vital investor protections, Futuregrowth made written
representations to the Financial Services Conduct Authority (FSCA)
(as the regulatory entity responsible for oversight of the JSE) both
individually and as part of the ASISA working group. Unfortunately, our
requests for further engagements with the FSCA were denied, and the
revised DLRs were issued without key investor protections. For some
of the history of our engagements on this topic, please refer to the
website links alongside.

The journey continues

During our engagements with the JSE, they advised that they were
unable to include certain protections (related to what they termed
“commercial matters”) in the regulations and that these should
rather be included in the underlying loan documentation. In order
to effectively address this – and to get a common view on the key
protections and legal provisions required - the ASISA FISC agreed
to form a smaller working group (with Futuregrowth as an active
participant and contributor) to draft a set of “ASISA approved”
Debt Listing Guidelines. The ASISA working group comprised
representatives from ten institutional investors. The guidelines
formulated by this group were unanimously adopted by the ASISA
FISC and were approved by the ASISA Board in March 2021. They

14 July 2017: Listings rules for issuers of debt ‘need to be tightened’
24 Nov 2017: JSE debt-list rules fail SOE investors

21 Feb 2018: Highlights from our discussion on SOEs & the debt capital market
27 Feb 2018: Futuregrowth is tired of ‘ridiculous’ rules for bonds
=
7 Oct 2018: JSE proposals seek to tighten bond market listing rules
=
24 April 2019: The dangerous and murky shark tank of SAs listed bond market
=
24 June 2019: Are bond investors getting a raw deal again?
=
30 April 2020: Bond investors left out in the cold
=
25 Aug 2020: JSE debt listing requirements: Improvements are still missing
=
=
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We examine some of the proposed ASISA guidelines on loan
documentation for listed instruments - and illustrate the rationale for
these via examples from our own experience, where applicable.

A. Placement process and relevant disclosures
(Para 3.1)
Why this is important: The method of pricing and placing bonds
needs to be robust and fair. Auctions provide for price discovery and it
is important for investors that issuers and their arrangers do not distort
the market by either manipulating the quantity of bonds issued or the
price.
Example: Let’s assume an issuer indicates that it intends issuing
between R1 billion and R2 billion of a 3-year bond, at a price guidance
of between 120 and 150 basis points (bps). If, at the time of the
auction, there is demand for R2 billion of bonds, this demand would
be filled at a spread of 150bps, whereas if the issuer issues R1 billion
of bonds, the clearing spread would be 120bps. Possible market
manipulation arises when the issuer issues R1 billion of the bonds
at the clearing spread of 120bps and then, shortly after the auction,
issues a further R1 billion in a “tap issue” or “private placement” at the
same spread of 120bps. Had the issuer issued the full R2 billion at the
time of the auction, the clearing spread would have been 150bps.
Proposal: To limit such manipulation by restricting an issuer from
“tapping” an issue within a specific timeframe of the initial auction and requiring a detailed description of the placement methodology and
required disclosures.

B. Negative pledge, permitted encumbrance
definitions (Para 4.1 and 4.2).
Why this is important: To be effective, we believe that the wording
of these clauses in issuer DMTNs needs to be amended in certain
instances. Many DMTNs carve out “except in the ordinary course of
business” from their negative pledge and permitted encumbrances,
which nullifies the intent of such clauses as it means companies can
encumber assets “in the ordinary course of business” which leaves a
smaller pool of unsecured assets for lenders to have recourse to in a
default scenario.
Proposal: The wording of these clauses needs to be considered
so that the balance sheet that investors initially lend against is not
allowed to be materially weakened during the term of the loan without
some form of right or recourse. All forms of indebtedness should
be considered, and wording should take into account the specific
arrangements and circumstances concerned.

C. Fundamental transactions (Para 4.3)
Why this is important: There is a need for investor protection during
restructures and unbundling transactions. Investors are required
to take a long-term view on the lending of client money (which is
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society’s pension fund savings) and are currently without appropriate
protections against degradation of the credit over the life of the loan.
Example: Eqstra, Imperial and Bidvest have all undergone corporate
restructures while listed debt has been outstanding. The impact of
these restructures, and the lack of protections outlined in b) above,
meant that the balance sheets investors initially lent against (and had
recourse to) changed materially, and investors had no right to either
approve the transaction or negotiate better pricing for the increased
risk.
Proposal: Asset disposals, mergers, amalgamations and corporate
restructures, including internal restructures and unbundling
transactions (“Fundamental Transactions”) should be restricted so that
they do not materially weaken the balance sheet of the issuer and/or
impact on the ability to service debt during the life of the bond.

D. Register of Noteholders (Para 6.2)
Why this is important: In situations like credit events, restructurings
and defaults, where a speedy response is needed, and where the
passage of time can and does result in a weakened position for
investors (money can be drained from the company bank accounts, for
example) unnecessary delays in investors’ ability to meet and make
decisions are untenable.
Example: When Land Bank went into default in April 2020, it took
nearly three weeks to collate the register of noteholders so that a
noteholder meeting could be called. Investors faced similar difficulties
previously when African Bank, PPC, Umgeni, CIG and Steinhoff had
credit events.
Proposal: Issuers need to make available an up-to-date register of
all their noteholders (that lists the legal owner as well as the name of
the institution that manages the money) so that noteholders are in a
position to meet and agree on the way forward.

E. Investor Representative (Para 8)
Why this is important: It is an established norm that in most
syndicated loans, and certainly also in debt restructures, that a “bond
trustee” or “facility agent” is appointed to perform the function of an
investor representative. For this (often arduous) service, a bond
trustee or facility agent would usually charge a fee which is - and
should be - paid by the issuer, which is, after all, the party responsible
for the default.
Example: One of the first things investors and Land Bank realised
was essential after the Land Bank default, was the need for an
Investor Representative to be appointed to enable an appropriate
restructure negotiation with the wide body of noteholders and investors
in Land Bank debt. Noteholders and Land Bank have been indebted
to ASISA which was asked by Land Bank in April 2020 to act as an
“Investor Rep” and to establish a Noteholder Committee. The role (for
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over a year now) has included co-ordinating and chairing Committee
meetings, collating correspondence, responding to the myriad of
investor questions, liaising with Land Bank and its advisors, sourcing
and analysing the beneficial owners of the notes as well as tracing
the institutional manager of each beneficial owner, and collating this
data and providing it to Land Bank and the legal teams. The latter
is a huge task, given that the legal owner of a note may not indicate
the institution responsible for managing that exposure. Earlier this
year, ASISA also engaged with the Land Bank Treasury team and its
advisors on the partial capital buy-back process for Land Bank - which
was complex and uncertain, and involved multiple parties including
the noteholders, the JSE, the Central Securities Depository, as well
as various administration teams and platforms. In the Land Bank
restructure, we understand that ASISA is not being remunerated for
the provision of these services. It must be noted that over 50% (by
value) of the registered noteholders in Land Bank are not ASISA
members. This implies that ASISA and its members are subsidising
the non-ASISA members who are also benefitting from this work.
Proposal: The Land Bank example is an untenable situation that
cannot be repeated. Hence, investors need to insist that DMTN
documentation includes a provision for the appointment of an
independent investor representative in the event of a default or
restructure. As has been proven, this role is much more than just
being a postbox, and the DMTN needs to provide for the costs of such
an appointment to be borne by the defaulting issuer.

F. Access to legal representation, restructuring and
default (Para 6.3 and 7)
Why this is important: In most other lending situations, the defaulting
party is responsible for bearing the legal costs of the non-defaulting
party, yet no such obligation exists in current DMTN programmes.
There is a long list of DCM issuers who have not met their obligations,
and where investors have been left with no mechanism to get
appropriate legal advice that is paid for by the defaulting entity. We
are currently in a bizarre situation where an issuer who has not met its
previously agreed obligations is able to propose making changes to
the agreed terms of the contract, with the investors having no way to
require the issuer to pay for the legal costs associated with either the
proposed changes or with navigating the restructuring or default.
Proposal: It is appropriate in the above circumstances that the party
that has caused the change in agreed terms or that has not met its
obligations (the issuer) should bear the legal costs borne by investors
to deal with these. This is standard lending practice and one that
investors should absolutely insist upon.

G. Penalty interest (Para 9)
Why this is important: Investors often neglect to ensure that default
interest is “switched on” at the inception of a bond. If an entity defaults,
the risk consequently increases; therefore, investors should insist
that default interest is always switched on and that, when an entity
has defaulted on its obligations, investors earn a higher return as
compensation.

Example: In the Land Bank case, the notes did not require default
interest, meaning that when Land Bank defaulted on its obligations,
investors were not eligible to be paid an additional margin for the
period that the bonds remained in default (what we call “default
interest”).
Proposal: Usually default interest should be charged at an additional
200bps (2%) over the agreed interest rate, and would only apply when
the issuer has defaulted on its obligations. This would go some way
to compensate investors in a default situation. It makes no sense
for investors to continue to agree to omitting this provision from loan
documentation.

H. Disclosure of financial covenant definitions and
calculation methodologies (Para 10)
Why this is important: Financial covenants set the limits to be
adhered to during the life of the loan and are based on certain financial
ratios. Investors need to be able to check that the calculations and
methodologies used by issuers are within the agreed limits.
Example: We have had direct experience where the issuer has not
made these available. In the example of Hyprop in previous years,
investors disputed the basis for the Loan-to-Value covenant as
calculated by the issuer when the appropriate disclosure by the issuer
of their methodology was not forthcoming. Without a mechanism to
resolve this dispute (such as the use of an independent calculation
agent), it became difficult to assess the actual performance and take
any necessary action to protect our client funds.
Proposal: The ASISA recommendations call for appropriate
transparency and disclosure of covenants, which are key early
warning signals for investors.

Activating Phase 2

We believe that issuers and investors need to work together to
build an equitable DCM that protects both parties and that provides
a fair platform for the buying and selling of listed debt instruments.
The ASISA working group has considered both the practical
implementation and possible impact on issuers - and has made every
effort to produce a reasonable set of guidelines that will provide a fair
set of protections while not being overly onerous on issuers. These
guidelines arise from shortcomings in the current framework and
the actual lived experience of investors, and we believe them to be
equitable and rational.
Given the unanimous adoption of the guidelines by the ASISA
FISC (which represents the overwhelming majority of investors in debt
instruments issued in our DCM), we expect that these guidelines
will become the new market standard over time. Futuregrowth
has endorsed these standards and will be asking DCM issuers
to incorporate them in their loan documentation going forward with a reasonable passage of time for issuers to implement the
recommended amendments to their existing DMTN Programmes.
www.futuregrowth.co.za
Futuregrowth Asset Management is a licensed discretionary financial
services provider.
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ESG PRICING

Sometimes under,
sometimes over
Not easy to pin down are relative performances of companies on their ESG
credentials. Ever-changing factors are at work, Duncan Lamont* explains.

I

n addition to little commonality in ESG
(environmental, social and governance) ratings,
even at a given third-party ratings provider, there
can be huge variation in how different ESG strategies
perform relative to each other.
Also, there’s heated debate on what’s meant by ESG
investing. Investors should have a view on the balance
between drivers of their ESG strategy; whether to
use their capital to achieve better outcomes, and how
much to achieve a better risk/reward trade-off for
beneficiaries.
One way that ESG investing can outperform is by
unearthing which companies are not priced where
they should be, at any point in time, with respect to
ESG risks. The second way is by understanding that no
company’s ESG characteristics are set in stone. They
evolve over time, as is the case for credit risk.
For example, if a BBB-rated company’s credit risk
falls, its credit spread will reduce and its credit rating
may be upgraded. Equivalently, it could move in
the opposite direction. In both cases, the price of its
bonds will change based on its changing risk profile
(price gains for the improver, price declines for the
deteriorator).
In the same way, a company with weak ESG
credentials (high ESG risk) that moves in the right

direction will become lower risk, and hence should
experience a price gain (and a corresponding fall in
its financing costs). This is also where asset owners
and asset managers are playing an increasingly
prominent role in encouraging and driving positive
change.
It may not always be obvious from headline figures
that a company is on an improving trajectory with
respect to ESG. Indications of a cultural shift may
come through in conversations with management
well before you see it in the numbers and even longer
before there is any improvement in a third-party
rating.
This is where the committed ESG investor can
have an edge. Active ownership – using our voice and
influence to gain insight and effect change – is a key
element of ESG investing.
In a state of the world where all assets are priced
fairly and nothing changes, investors should expect
companies with strong ESG credentials (low ESG
risks) to underperform companies with weak ESG
credentials (high ESG risks). This is analogous to how
investors are used to thinking about credit risk.
But we all know this isn’t a true reflection of the
investing environment. ESG investing can outperform
by virtue of either, or both, of the following:
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Lamont . . . perpetual evolution
u Identifying companies where ESG risks are not yet
properly reflected in prices;
u Identifying companies which are transitioning
with respect to ESG (overweight the improvers,
underweight the deteriorators).
Because my equilibrium assumption about markets
pricing ESG risks efficiently does not hold (for
example, because investors have differing views on
how to measure and price these risks), then this will
amplify the investment opportunities. Outside of some
stocks and sectors where it may be easier to reach a
consensus that they are “bad” or “good” with respect
to ESG, it is quite possible that we never reach (or even
get close to) the equilibrium state where all ESG risks
are priced efficiently.
Third-party ratings are widely available so it would
be unrealistic to expect them to contain material
information that is not already reflected in prices.
Further, because they are backward-looking, they
can only tell you whether a company has experienced
an improvement in its ESG credentials (which is, of

course, useful information), not whether it is likely to
experience one in future. They are not useless, but they
only go so far.
In summary, ESG investing can outperform more
traditional approaches. However, this is only a realistic
expectation outcome for actively-managed strategies.
That is not to say that passive ESG strategies do
not have the potential to have a positive impact. By
allocating capital towards companies with positive
ESG credentials and away from companies with
weaker credentials, they can influence their costs of
capital.
“Bad” companies will find it harder/more expensive
to raise money whereas “good” companies will find
it easier/cheaper. At a societal level, there is scope for
this to be a force for good. However, when it comes to
their investment portfolios, they may have to accept
that the cost will be felt in lower returns.
Don’t forget that ESG investing is susceptible to the
same human factors which we see elsewhere, namely
fear and greed. It is entirely plausible (likely) that some
sectors or stocks which are popular with ESG investors
(or thematic funds which focus on climate change, for
example) will end up overvalued if they are hyped up
too much.
If this were to happen then such “mis-pricing” could
set the scene for them to underperform. However,
this would not be an invalidation of ESG investing but
merely evidence of human nature in action.
It is also a reason why investors would be wise to
avoid unduly constraining their investment universe,
for example by focusing on too narrow a sector of the
market. Doing so could leave them with little choice
but to buy certain stocks even if they are overvalued.
In the same way that sometimes “quality” stocks
outperform and sometimes there is a “dash for
trash”, markets are sure to go through periods when
companies that are lowly rated with respect to ESG
have their day in the sun. As it always has been, as it
always will be.
n
*Lamont is head of the strategic research unit at
Schroders. This is a greatly abbreviated version of
his paper, the full version of which is available on the
Schroders website.

Your retirement investments and the world we live in.
Why not grow both together?
We want investors to do well and do good. We believe investments that
consider social and environmental implications are the ones that really pay
off. So, we support environmental, social and governance (ESG) investing,
also known as responsible investing. ESG examines the long-term health
and stability of the market as a whole to help create investments that are
good for investors and the world we live in. We’re here to help you achieve
your retirement goals. Because when it comes to sustainable investment
growth, for us, investing is personal.
Contact us at emailus@momentum.co.za or visit momentum.co.za and click
on ‘Investments and Savings’ for more information about our approach to
responsible investing.
Momentum Investments is part of Momentum Metropolitan Life Limited, an authorised financial services (FSP6406) and registered credit provider (NCRCP173), and rated B-BBEE level 1.
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ACTIVISM

To drive impact
in listed markets
A focused opportunity should be used more extensively,
Tebogo Naledi* believes.

O

ver the past decade, the global appetite for
sustainable investing has steadily gathered
momentum.
Most recently, the impact of the coronavirus
pandemic has laid bare the vulnerability of societies
when there are elevated levels of unemployment and
poverty. We have experienced first-hand that they can
rapidly lead to social unrest.
As asset managers, we have a role to play in driving
the kinds of change that have lasting positive impacts,
while still creating value for investors. We can do
this by understanding the environmental, social and
governance (ESG) impact of our investment decisions,
as well as actively stewarding client assets in a focused
manner, guided by the United Nations Sustainable
Development Goals (SDGs).

E and S difficult to quantify
Impact investing has largely been associated with private
or unlisted investments into the likes of renewable energy,
education, healthcare or affordable housing projects.
These projects have immediate and direct environmental
and social impacts. Within listed markets, on the other
hand, investors have readily influenced governance
practices but environmental and social impacts have been
more difficult to effect and quantify.

Around 98% of all SA retirement-fund assets are
invested in the listed markets (with the largest single
asset class allocation being to listed equity). When
we consider that it is the investment of these savings
that drives future economic growth, asset managers
need to integrate more ESG considerations into their
investment decisions.
This points to the need to have universally accepted
frameworks for defining impact. One of these
frameworks is the SDGs. These goals aim to address
social inequality, protect the environment and promote
strong corporate governance.
They speak to the economic system that we are
trying to shape. They also provide a strong framework
in which we can operate and measure impact.
In addition to the SDG framework, this thinking
is supported by our local regulators. Regulation 28 of
the Pensions Fund Act states that ESG considerations
be incorporated in all investment decisions and in
the ownership of all assets that we hold. As one of
SA’s largest asset managers, we see this as a huge
responsibility but equally as a tremendous opportunity.

Key factor
Integrating impact thinking into listed equity
portfolios is broadly effected in two ways. We can:
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Naledi . . . made to measure

u Invest in companies whose business operations
make a direct positive contribution. Examples are
renewable energy-related businesses, providers of
quality education or large employers;
u Favour listed companies seeking to reduce
harmful practices. Examples are combating
water or air pollution, or employers with sound
employee-wellbeing policies.
In line with our philosophy of taking an active,
high-conviction approach to share selection, we
need to be sure that impact investing is both real
and measurable, and is not compromising financial
returns. Here are some examples of how we have been
measuring different aspects of the ESG impact of listed
companies.
Using cutting-edge research, we have developed
an in-house proprietary ESG signal that provides a
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measure of the ESG risk profile of a listed company.
Looking at a wide range of ESG factors, our ESG
Profile Scoring model gives us a sustainability lens
through which to identify leaders and laggards in
respect of ESG performance.
These are both at a company and a portfolio level
relative to a benchmark. The signal is continually
reviewed to ensure it is consistently relevant in the
ever-changing investment landscape, and that it adds
enhanced return and value over time.
Our proprietary ESG Profile Score is used in
varying ways across our investment processes. Most
notably, we use it to offer our clients access to domestic
and global portfolios with bespoke, mandated ESG
tilts relative to a benchmark. These funds also carry
mandated carbon-related outcomes.
We also track across a range of climate-risk metrics.
These include the percentage of a company’s revenue
that is exposed to the primary production of fossil fuels
and the carbon emissions generated as a result of their
business operations. This enables us to track a portfolio’s
stranded asset risk and carbon intensity over time.
We use these insights to target low carbon-risk
companies and to engage high-emitting companies
on their long-term transition strategies. This is
particularly important in a highly carbon-intensive
listed equity market such as SA.
Another factor we keenly track is companies’ B-BBEE
progress relative to both their sector peers and the
benchmark. We use our B-BBEE data set to guide our
company engagements in respect of all the elements of
the B-BBEE scorecard from ownership and management
control to enterprise and skill development. They are
important activities to support transformation and
economic growth within our society.
Our ESG data capability positions us to expand our
client reporting beyond the risk and return attributes
and to include aspects of the portfolio’s ESG impact.

Long-term value
The ability to track and measure a range of ESG factors
allows us to actively respond to issues by engaging
companies to effect change. Broadly, we look at how
we can influence policy or the direction of capital
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within those companies.
Studies in the US have shown that, over time, the
subsequent returns generated by companies where
engagements were successful were superior to those
companies where engagements were unsuccessful.
Motivated by these results, we teamed up with
Stellenbosch University to conduct similar research on
the subsequent performance of companies we engaged
between 2015 and 2019.
Most engagements were around remuneration
issues. The research clearly identified a significantly
positive relationship between successful engagements
and those companies addressing the wage gap in the
subsequent reporting years.
There is growing evidence that sustainable
investing enhances returns. This intuitively makes
sense as companies with strong governance structures
and sustainable social and environmental business

practices will be good-performing companies over
time.
Also, companies with strong and mutually
beneficial relationships with their customers,
stakeholders, communities and workforce -- that
are producing goods and services that speak to a
sustainable world, and that are better governed -- will
be better long-term investment opportunities.
As significant investors in the SA listed markets,
we have a role to play in shaping and driving the
impact agenda – for the benefit of our economy and
to enhance future returns within our portfolios. This
thinking shapes how we manage our clients’ assets,
execute our stewardship functions and ultimately
influences the products we develop.
n
• *Naledi is managing director of Old Mutual
Investment Group.

Batseta welcomes a new Board Chairperson and Vice-Chairperson
Batseta Council of Retirement Funds for South Africa is pleased
to welcome a new Board as from May 2021. During its first
sitting, a new chairperson and a new vice-chairperson were
elected.
The Council proudly announces the appointments of Mr Radesh
Maharaj as chairperson and Mr Bonginkosi Mkhize as vicechairperson with effect from 08 June 2021.
“I am thrilled with the appointments of our new directors. They
bring a breadth of diverse experience and expertise to Batseta,”
says Batseta chief executive officer Anne-Marie D’Alton.
“Our directors will help oversee best-in-class governance and
enable forward-thinking leadership. With their proven strengths,
l am confident they will also help us build a more sustainable,
accountable and resilient organization under their leadership,”
she adds.
Radesh and Bongi are very cognizant of the fact that there
are many new and complex issues confronting trustees,
principal officers and retirement funds generally
in South Africa. They look forward to working
with all these role-players in the industry and
through Batseta assist everyone to safely
navigate through these uncharted
waters.

Radesh Maharaj is a
Professional Principal
Executive Officer. He serves
as an independent trustee
and principal officer of
retirement funds.
Radesh has a legal
background and has served
in several roles in the
retirement funds industry over almost two decades. He
served as a Senior Assistant Adjudicator at the Office
of the Pension Funds Ad-judicator from the opening
of the office in Johannesburg in 2004 and was part
of its management committee. Following this role, he
worked as the Senior Legal Advisor to the Registrar
of Pension Funds at the FSCA/FSB from 2012 until
2019. While at the regulator Radesh was also part
of the retirement funds team involved in formulating
the approach to the twin peaks regulatory model and
market conduct regulation. Most recently, Radesh
served as the Principal Officer of five large retirement
funds. He currently serves as an independent trustee
and is an independent consultant.

Bonginkosi
Mkhize is the
Chief Executive
Officer and Principal
Officer at Natal Joint
Municipal Pension
Funds. He started
his career with First
National Bank as a
Customer Services
Consultant in September 2001, then served
and completed his South African Institute of
Chartered Accountants (SAICA) articles with
the Office of the Auditor General where he
gained significant experience in compliance,
statutory, auditing and accounting in the
public sector. His auditing experience includes
internal and external auditing of both provincial
and national departments, municipalities and
public entities. He has extensive pension fund
industry experience, having been working
for KwaZulu-Natal Joint Municipal Pension/
Provident Fund for over 11 years. He has
served in both middle and senior management
levels at this Fund.

GOOD
GOVERNANCE
BEGINS IN THE
BOARDROOM.

With so many companies severely affected by Covid-19, we’ve all seen how vital it is that
good governance is driven by strong leadership. That’s why Old Mutual Investment
Group is always clear about what we expect from the companies we invest in. It’s how
we encourage greater industry collaboration around key environmental, social and
governance (ESG) factors like transformation, ethical leadership and green growth. And
it’s an approach that helps us lead the way in responsible investing, delivering sustainable,
long-term returns to our clients and making a positive impact along the way.

Investing for a future that matters.
Visit oldmutualinvest.com/institutional to find out more.

INVESTMENT GROUP
DO GREAT THINGS EVERY DAY
Old Mutual Investment Group (Pty) Ltd (Reg No 1993/003023/07) is a licensed financial services provider, FSP 604, approved by the Financial Sector
Conduct Authority (www.fsca.co.za) to provide intermediary services and advice in terms of the Financial Advisory and Intermediary Services Act 37 of 2002.
Old Mutual Investment Group (Pty) Ltd is wholly owned by Old Mutual Investment Group Holdings (Pty) Ltd.
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ESG ANALYSIS

No easy
solutions
There are negative multipliers in a numeric or single-score approach,
points out Coronation senior portfolio manager Neville Chester.

C

ovid-19 has undoubtedly raised the profile
and awareness of environ¬mental, social
and governance (ESG) factors in investing.
The impact on humanity has emphasised key global
challenges such as pollution and climate change,
and how they need to be dealt with by the global
community.
It is expected that listed companies play their
role in helping address these challenges. An
assessment of how companies are applying ESG
standards and changing their business models is
an integral part of our analysis, understanding
and valuation of a company. We are also seeing
increased interest from the ultimate asset owners
– the pension funds and unit trust investors – as
to how their portfolios are being managed in line
with ESG standards.
However, given how nascent the industry
focus on ESG is, it remains fraught with risks. The
foremost is oversimplification. There are no quick
fixes and short-term solutions.
The scale and scope of ESG analysis is sometimes
so large that it is difficult to capture all the elements
succinctly. What might be positive for one ESG

element (e.g. reducing environmental impacts)
might be negative for another (e.g. the regional
social impact of shutting down environmentallysensitive operations). Even within one element you
can end up with conflicts.
For example, take the push by the UK and the
EU to promote diesel vehicles because of their
lower carbon dioxide emissions. In the UK, due
to government incen¬tives, the diesel market
share went from 7,4% in 1994 to 39% in 2016. The
flaw here is that, by focusing primarily on carbon
dioxide, ignored was the negative effect of diesel
vehicles’ particulate matter and nitrous oxide
emissions, which result in more immediate health
impacts.

T

he US took a more holistic approach to
assessing tailpipe emissions. It did not adopt
diesel incentives due to these negative externalities*.
These examples show why it is dangerous to
attempt to ‘score’ companies or even portfolios
with a simple metric. A single ESG score inevitably
loses so much relevant information that it is at best
worthless or results in negative outcomes over the
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backing of research teams that understand the
nuances of every company they own. This often
leads to a tendency to download a single-point
score and rank the companies, and not look to
differentiate on any other basis.
How do you compare different ESG risks on a
simple scorecard? Is a company that is reducing its
emissions drastically, yet incurring a high number
of workplace injuries and fatalities, better than a
company that has a high regard for workplace safety
but has been unable to reduce its emissions?

H

ow do you score lives versus emissions?
Similarly, some of the most advanced
technology companies in the world today, while
delivering huge value and life-changing solutions,
often have poor human capital ratings (consider the
so-called ‘gig economy’ workers).
Also, they typically have founders that are
entrenched through high-voting share schemes.
Given their high ranking in ESG tables and their
prevalence in ESG-denoted funds, these are clearly
issues that do not score badly on current ESG
assess¬ments. But is this correct?

Nature of power

Chester . . . unintended consequences
long term.
Members of the investment industry are
typically numerate people. We all have the desire to
reduce complex problems to numbers, solvable in
spreadsheets and quickly comparable in tables.
But the reality is that ESG is not simply a
numerical problem. It requires significant research,
understanding and debate. The rise in index funds
has unfortunately fuelled the emphasis on wanting a
simple numerical solution.
By design, index managers do not have the

P

erhaps there is no greater example of
unintended conse¬quences than the current
global stance on divesting from fossil fuel
companies. While there are myriad issues facing
the world under the ESG banner, the easy win for
investors to be seen to be “doing something” has
been their stance on thermal coal companies. The
policy of divestment has been used as a blunt tool to
force investment funds out of companies that have
operations providing thermal coal to the world’s
power plants.
For perspective, coal has been a prevalent
fuel for the past century and a half. Through the
provision of elec¬trical power, it was the driver that
elevated the human race from an agrarian society to
where we are today.
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Coal’s contribution to power generation peaked
in 1920 on the back of indus¬trialisation. Following
a steady decline, coal’s share began to increase in
2000 when nuclear power fell out of favour (nuclear
is greenhouse gas-free but has other issues, such
as safe waste disposal). Industrialisation saw many
millions of Asians lifted out of poverty.

Shadow impact

T

here are still significant coal-fired generation
facilities and there are still coal mines operating
to supply their fuel source. Selling a coal mine from
one’s portfolio doesn’t stop it from existing.
This divestment stance has seen many listed
commodity companies attempt to exit their coal
mine holdings as fast as possible. The result is that
these coal mines are no longer in observable listed
entities that are governed by global governance and
environmental standards.
Instead, they are leaking into separate listings,
private investors and state-owned entities. None of
these are better than the existing situation. In many
cases they are much worse.

I

n 2019, Coronation wrote to the boards of BHP
Billiton and Anglo American asking them not to
unbundle or sell their coal assets but rather to hold
them and run them down in a socially responsible
manner. Unfortunately, we lost this battle.
Today, of all the thermal coal being mined in SA,
only 41% is being done by publicly listed entities.
When companies are unlisted, it becomes far more
difficult to engage with these businesses and it is
much more difficult to track key metrics such as:
u Their emissions intensity;
u Their rehabilitation funds (whether they being
provided or existing funds stripped);
u Capital allocation into new mines or life

extensions;
u Mineworker safety; and
u Investment in surrounding communities.
Coronation appears to be the only major fund
manager to have voted against Thungela’s
unbundling from Anglo American. Now listed on
its own, Thungela is completely exposed to the
risks associated with the movement of a single
commodity price i.e. thermal coal.
A 100% thermal-coal operation is unlikely to
find a home in many portfolios. So, for all intents
and purposes, capital markets are closed.

Heightened risks

T

hat banks are under pressure not to lend to coal
mines means that Thungela will struggle to
fund itself through a cyclical downturn, increasing
its solvency risk. Reinsurers are under pressure not
to underwrite coal assets, which means that they
are unlikely to be able to insure themselves against
catastrophic risks. As a result, workers and nearby
communities are exposed to the risk that they would
not receive any compensation should such a risk
eventuate.
The stance toward coal companies is increasingly
being applied to oil companies. Because continued
demand for oil is likely to extend for many years
as we transition responsibly to more sustain¬able
power sources, the oil we need is increasingly going
to be supplied by privately-held companies and
nation states.
The downside is that many of these entities do
not comply with the most basic of environmental or
governance standards.
n

* https://theconversation.com/fact-check-are-dieselcars-really-more-polluting-than-petrol-cars-76241

Sanlam Benchmark
Research 2021
Key take-outs from the 40th
retirement industry survey

1 Cost of retirement fund administration

0.55%

2

Stand-alone funds and participating employers’ employer contribution levels are steadily
increasing again since a drop in 2018. However, 2021 recorded a slight drop in employee
contribution levels in umbrella funds of 0.7% although still up from 2018 levels.

R52

Cost for stand-alone
funds (slight reduction
since 2019)

average cost for
stand-alone funds
in rands

0.59%

Employer contribution

R41

Cost for participating
employers in umbrella
funds (the same as 2020)

average employer's total
contributions in stand-alone funds
average employer's total
contributions in umbrella funds

Member contribution

3 Contribution suspension

Ave
6.6%

27.0%

of participating employers in
umbrella funds suspended
retirement contributions due
to Covid-19

10.8%
9.4%

RR

average cost for
participating
employers

41.0%

Contribution trends

in stand-alone funds

Retirement funds and
4 rewards/loyalty programmes
have not yet gained traction in
a retirement funds context.

Ave
6.3%

of total package
contributed by members
in stand-alone funds

88.9%

5 Health integration

79.0%

of stand-alone funds said
they do not offer rewards/
loyalty programmes

contributed by members
in participating employers
in umbrella funds

49.0%

of participating employers in
umbrella funds do not offer
rewards/ loyalty programmes

of stand-alone funds and,

36.0%

of participating employers believe a holistic, integrated
health and financial wellness programme delivers higher
productivity and staff happiness.

6 Investments

More funds and employers are selecting a combination of default investments with and without member choice

20

Less (10.0% to 13.0%)

15

Proposed changes to Regulation 28

57.0%

Preservation

in infrastructure investments.

0

8 Retirement benefits counselling outcomes
Impact of Retirement Benefit Counselling at retirement

Phased
Retiree

Stand-alone funds have not seen a significant improvement in member behaviour since
the implementation of default regulations.

Only 6.6% of stand-alone funds and,
4.7% of participating employers will be investing

10

In-fund

7 Default regulation and member behaviour

funds and employers are offering default investment
portfolio plus member choice.

2.0%
1.0%
3.0%
2.0%

9 Impact of Covid-19
Impact of Covid-19 on
Members’ Finances

Increase in the risk of cyber security
as a result of staff working remotely.

55.0%
27.0%
35.0%
70.0%

Cash

Retirement not counselled

25.0%

Retirement
Benefit counselling

Base: All those who have not seen an improvement in member behaviour
Stand-alone funds

Impact of Covid-19
on cyber security

Outof-fund

Retirement counselled

46.0%

Annuitisation

46.0%
41.0%

31.0%

Stand-alone funds

Participating employers

of participating employers
reported retrenchments at the workplace.

The Sanlam Umbrella Fund data indicates that members that are
counselled at withdrawal are twice as likely to preserve

For 40 years, the Sanlam Benchmark Survey has been South Africa's most comprehensive retirement industry research.
In 2021, 90 stand-alone funds, 10 stand-alone union funds and 100 participating employers in umbrella funds were surveyed.

Sanlam is a Licensed Financial Services Provider.

Financial Planning

|

Investments

|

Insurance

|

Retirement

|

Wealth

Investing for job creation
Specialist funds to stimulate involvement of private sector. Ringetani Ndlovu, lead portfolio
manager for impact investment at Ashburton Investments, explains their pivotal role.
South Africa entered the Coronavirus
pandemic with significant economic
and social challenges. They have since
been further intensified. Addressing the
triple threats of poverty, inequality and
unemployment has never been more
urgent.

over 17 000 jobs. Most notably, 91% of
these jobs are held by women, 98% by
previously disadvantaged individuals
and 75% are based in the underserviced provinces of Limpopo, North
West and the Eastern Cape.
These investments have generated
positive, measurable social impacts
without sacrificing financial returns.
Impact investing is a natural match for
pension funds which are concerned
with long-term risk-adjusted returns
and ensuring that members retire into
a better future. Since inception in 2014,
the funds have produced benchmarkprogrammes, one being the National beating returns (CPI + 3%) while
Treasury Jobs Fund Programme. exceeding our job creation targets.
The Jobs Fund was established to
encourage innovation and support The partnership between the National
initiatives with potential to generate Treasury Jobs Fund and Ashburton
has been exemplary in demonstrating
sustainable employment.
how fund managers can be a bridge
The Ashburton Credit Enhanced Funds between the private and public sectors.
were established in partnership with the Investing pension funds in job-creating
Jobs Fund to support job creation in SA. businesses contributes to a broader tax
The Jobs Fund provided a grant in the form base and ultimately a more sustainable
of a guarantee facility to provide protection future for all South Africans.
to investors. There was recognition that
small growing businesses (SGBs) are key This creates a positive circular outcome
to job creation and require investment to furthering economic inclusion. The
scale of our national challenges is
grow and increase employment.
intimidating but, through collaboration,
Investing in a credit fund focused on the private sector can contribute to a
SGBs was unfamiliar to investors. The more sustainable future.
purpose of the guarantee mechanism
was to provide a level of comfort and Ashburton continues to expand its focus
mitigate the perceived risk associated on positively driving job creation. For
with investing in SGB intermediaries asset owners considering how best to
address the scourge of unemployment
and SGBs themselves.
while earning returns in excess of CPI,
Ashburton Investments has leveraged the fund provides a unique investment
the initial grant funding provided by the opportunity.
Jobs Fund to efficiently raise capital
from pension fund investments. This We are actively seeking pension fund
capital has been invested in growing investors to partner with us in delivering
4
businesses and has since created inclusive economic growth (UN SDG 8 ).

The civil unrest that took place in
mid-July, although shocking and
devastating, was not surprising in a
country characterised by such deep
levels of inequality. The 2020 UNDP
Human Development Index ranks South
Africa 1141 out of 189 countries.
Ndlovu . . . meaningful initiative
The HDI measures equality by analysing
quality of life metrics against national
economic development. A country
where the poorest 40%2 hold a mere
7,2% of the national income while the
wealthiest 10% have 50,5% of national
income is vulnerable to social instability.
The pandemic continues to deepen
inequality, especially impacting women,
semi-skilled and unskilled workers.
The unemployment rate has continued
to climb, reaching 32,6%3 in the first
quarter of 2021. The unemployment
rate according to the expanded
definition (including discouraged jobseekers not actively searching for a job)
was measured at 43,2% for the same
period. The statistics are staggering,
and our reality is unsustainable.
Creating decent jobs is part of a
multi-faceted approach to addressing
inequality. The National Development
Plan aimed to create 11 million jobs to
reduce the unemployment rate to 14%
by 2020 and 6% by 2030. In our current
reality, these goals seem unattainable.
Any meaningful progress will require
the active involvement of the private
sector through innovative solutions.

www.ashburtoninvestments.com

Globally, public-private partnerships
have been highly effective in leveraging
resources from government and
expertise from the private sector to
achieve measurable outcomes. The SA
government has several job creation
UNDO Human Development Report 2020
http://hdr.undp.org/en/countries/profiles/ZAF
3
http://www.statssa.gov.za/?p=14415
1
2

4
Sustainable Development Goal 8 relates to
“decent work and economic growth” and is one
of the 17 Sustainable Development Goals which

were established by the United Nations General
Assembly.
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HEDGE FUNDS

Closer attention
deserved
Returns of a star performer beg the question of whether trustees are giving
sufficient consideration to appropriate “alternatives”.

D

uring February and March last year, nobody
expected the rout that global equity markets
suffered when the MSCI slumped 34%. While
markets subsequently recovered, volatility such as this
can be especially damaging for retirement funds and
their members who may need to exit a fund at precisely
the wrong moment.

What cushions might be available?
Over recent years, points out Matrix Fund Managers
chief executive Eben Karsten, regulatory changes have
made alternative assets increasingly more accessible for
retirement funds. Trustees can take measures to avoid
excessive volatility and protect the value of fund assets.
When such action builds in absolute returns, it becomes
even more valuable in an era of low interest rates.
Since 2011, Regulation 28 of the Pension Funds Act
has allowed SA retirement funds to invest up to 10% of
their assets in hedge funds. But at the time they were
unregulated and often misunderstood. Many investors
and trustees were fearful of such investments. As a
result, Karsten contends, hedge funds failed to find
meaningful uptake amongst retirement funds.

Better regulation and more coming
Then, in 2015, hedge fund regulations were introduced
under the existing Collective Investment Schemes
Control Act (CISCA) that placed these funds alongside
the traditional unit trust industry. The regulatory
framework makes a distinction between retail hedge
funds (RHFs), intended for the general public, offering
greater investor liquidity and tighter risk management,
and qualified investor hedge funds (QIHFs), aimed at
the more sophisticated investor.
These regulations were expected to generate
improved investor confidence and a resulting wider
pool of capital for the hedge fund industry. However,
this has not happened. Recent surveys point to industry
assets under management of about R70bn from a total
savings pool of some R8,2tr.
One reason for the low uptake of hedge funds
by investors, Karsten argues, is that CISCA Board
Notice 90 prevents traditional multi-asset CIS funds-including those that are Regulation 28 compliant -from investing in regulated hedge funds. This is despite
the CISCA regulations. The industry continues to
promote review of BN90.
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Further revisions of Reg 28 are in the consultation
process, primarily to increase the potential inclusion
of alternatives (specifically infrastructure funds) in
retirement-fund portfolios. These revisions may also
benefit hedge funds.

Absolute-return underutilisation
Questionable is whether regulations have opened up
new investments. Only a handful of retirement funds
and consultants actually use absolute-return hedge
funds. This is unfortunate because these funds can be
used to lower volatility while offering real returns.
Karsten unpacks the benefits for retirement funds of
investing a portion of a fund’s assets in absolute-return
hedge funds:
Diversity: adding an additional asset class to a
portfolio enhances its level of diversification. For
optimal diversification, it’s best to consider including
investments which are non-correlated to those already
in the portfolio.
Many hedge funds offer a particularly low level of
correlation to traditional asset classes, but fixed-interest
hedge funds in particular tend to show low to no
correlation specifically to equities.
For example, the Matrix NCIS Fixed Income Retail
Hedge Fund has zero correlation to the SA equity
market and an extremely low degree of correlation
to both cash and even to the SA bond market. Such a
fund is thus able to bring real diversification without
sacrificing returns.
Stable returns: because such funds target absolute
returns, generally aiming for CPI plus, they are
designed to deliver positive, inflation-beating returns

in most market environments. There might be periods
of negative returns, but these are likely to occur less
frequently and be less severe than in traditional markets.
In the five years to end-June 2021 the Matrix NCIS
Fixed Income RHF was able to comfortably outperform
cash, bonds and equities (see table). Over the period it
annually delivered 12% (net of institutional-class fees)
above inflation.
Lower volatility: because alternative funds make
use of hedging instruments, these higher returns can
be achieved with lower levels of volatility. Essentially,
they employ a variety of derivative investment strategies
to reduce the risk in the portfolio and thus lower its
volatility.
While somewhat more volatile than bonds, at 11,4%
relative to the bond market’s 7,7%, the Matrix NCIS
Fixed Income RHF is notably less volatile than the local
equity market at 14.6%. Importantly, at that level of
volatility the hedge fund has delivered annual returns
that are respectively 6,4% and 7,5% above the bond and
equity markets respectively.
Liquidity: important to consider is the liquidity of
the asset. SA retail hedge funds are required to provide
investors with monthly liquidity, compared to the global
market where hedge funds are often priced quarterly.
Other alternative assets such as private equity or venture
capital pale in comparison. Investors in these funds may
have lock-up periods of three, five, or even seven years.

Necessary allocation

Judicious investors have been able to use hedge funds
both to lower overall portfolio volatility and increase
portfolio returns, Karsten
Matrix NCIS Fixed Income Retail Hedge Fund annualised returns opines, moving the efficient
frontier in the right direction:
June 21
Matrix Fund STeFI Call
FTSE/JSE All
FTSE/JSE All “To manage risks arising from
Deposit Index Bond Index
Share Index
market turmoil, fiduciaries
(STFCAD)
(ALBI)
(ALBI)
can look to using alternative
assets – particularly fixed5 Years
15.6% p.a.
6.0% p.a.
9.2% p.a.
8.1% p.a.
interest absolute-return hedge
Correlation
1.00
0.22
0.37
-0.04
funds – as part of their arsenal
Volatility
11.4%
0.4%
7.7%
14.6%
to build a better outcome for
(Sources: Matrix; Bloomberg)
retirement funds.”
n

Solving South Africa’s
retirement savings crisis
Lebogang Mohlabeng, Associate Investment Consultant, RisCura
The 10X South African Retirement Reality Report 2020 highlights South Africa’s retirement savings crisis. To transform this, we
need to educate people about the importance of retirement saving and this must be done from the ground up. The work needed to be
done to transform this crisis into an opportunity, is in our collective hands – those of individuals, employers, trustees, government,
advisors and broader industry professionals alike.
To create this transformed industry, principles of inclusion and investing

The surveys reveal that even people who have retirement plans, are

with care need to be applied. To care is to keep the long-term in mind.

failing or have failed to save adequately to meet their post-retirement

This means wisely knitting together a combination of quality fabrics

needs. This problem stems from most employees not knowing how

that are good for society and the planet now, and that are made to

much to save to retire comfortably and their contributions being too

last forever. South Africa has unique challenges and some of the

low to meet that goal. Here employers need to play a more active role

fundamental quality fabrics we need to begin fixing the retirement crisis

in encouraging financial literacy and providing their employees with the

include active encouragement, engagement, empowerment through

tools to view and improve this outcome.

member education and solid investment strategies. By incorporating
the principle of care in all investment decisions across the industry, the
impact will be monumental and will benefit every single individual in

We should be in this together
Many South Africans face financial short-term survival versus long-term

South Africa, not just retirees.

preservation. For some, the choice isn’t optional due to circumstances.

Retirement planning needs a rescue

the economy and society, but that doesn’t have to be the permanent

For retirement systems in many countries, the pressures from Covid-19
exacerbated those that were already present before the virus hit. One
might say that the retirement savings crisis is a pandemic on its own and
South Africa has had multiple waves of it.

reality. While the government’s efforts to feed strained income earners
by allowing early retirement fund withdrawals do not go unnoticed, for
this to work, preservation rules will need to tighten, such as making it
compulsory for all income earners to save at least a small portion of

The 10X South African Retirement Reality Report 2020 states that

their salaries for when they really do retire. Crucially, more education is

about 50% of South Africans do not have retirement plans. Of the

needed for members to understand the consequences of withdrawing

respondents who do, 75% are uncertain about whether they will have

from their retirement funds early.

enough in retirement. Only 6% of respondents confirmed that their
retirement planning was well thought out.
The 2020 Sanlam Benchmark survey showed that 61% of retirees
are unable to make ends meet. Last year, Alexander Forbes saw a
30 000-retirement fund member decline resulting from retrenchment.
The group also processed a shocking 4 000 cases per month at the
height of lockdown.

If there is anything positive to be derived from the effects of the
pandemic, it is the increased awareness of what the future could look
like if the retirement savings crisis is ignored. The financial services
industry has an opportunity to collectively contribute to the formulation
of new approaches to the retirement savings deficit. Trustees together
with investment professionals should invest a significant amount of
time in creating solid long-term investment strategies. Together they
also have the responsibility to help build a sustainable socio-economic

These findings reveal many challenges
Many struggle to make ends meet, making retirement saving very

environment worth saving for.

difficult to do, or even consider as every last cent is required to make

A passion for purpose-driven investing woven into the plan for the

ends meet. Some may even view retirement saving as a luxury item, only

future, we believe, makes for the best outcome. RisCura stands by the

accessible to high-income earners. This is of course mostly not true, but

fact that to invest with care is not only about money and numbers, but

continues to be a challenge of how to bring all employed people into

also the lives and futures of all the people who are impacted by the

the retirement safety net.

journey of saving along the way.

08/21/RS/SA_RF/TT

6%
One in two South Africans
do not have a retirement plan

75% are uncertain if they
will have enough in retirement

Only 6% of respondents have well
thought out retirement planning

Source: 10X South African Reality Report 2020

riscura.com

61% of retirees are unable
to make ends meet

RisCura Solutions (Pty) Ltd and RisCura Invest (Pty) Ltd are authorised financial services providers.

South Africa’s pool of wealth is limited and sits in very specific areas of
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GRAVY

W

hen asked what he was
doing under Stalin, his
successor Nikita Kruschev replied
“waiting”.
So then we get to President
Cyril Ramaphosa before the
Zondo commission. When asked
what he was doing under Zuma,
Ramaphosa replied “waiting”.
There’re big differences
between them. Kruschev quickly
showed the emptiness of his
liberalisation policies by rolling
tanks into Hungary.
Ramaphosa, on the other
hand, is still waiting: now for
recommendations from the Zondo
report; later for the outcome of
inevitable legal challenges, then
for the miracle of a tax base that
doesn’t tank....
As it was once observed, at least
one knew where one stood with
Machiavelli.

uuu
uu
uu
A has developed a language
all its own. Take such
terms as “unrest” (not to be
confused with riots and looting)
or “empowerment” (not to
be confused with widening
inequalities).
Our local spin doctors are every
bit as good as Bell Pottinger.

S

uuu
uu
uu
he Road Accident Fund has
recorded a R3,2bn surplus
for the first time in decades,”
transport minister Fikile Mbalula
proudly announced in May.
He obviously hadn’t read, or
perhaps had misread, the RAF’s
financial report for the year to
end-March 2020. “The RAF
remains severely undercapitalised
with liabilities exceeding assets
by R321,7bn,” stated chairperson
Thembelihle Msibi. She described the
current compensation system, which
allowed the RAF only three cents of
assets for every R1 of liabilities, as
“completely unsustainable”.
Why would Mbalula want to
create a different impression?
Mightn’t he prefer to have the RAF
compete with Eskom in a race to
the bottom?

“T

uuu
uu
uu
ratifying as it is to see so
many aspirant municipal
councillors falling over
themselves to serve members of
the public, they shouldn’t expect
too much from the Municipal
Councillors Pension Fund.
It’s been under curatorship
since December 2017. Amongst
other things, the curators
continue to await the outcome of
Hawks investigations.

uuu
uu
uu
hales, the French defence
and technology company of
arms-deal infamy, had (and maybe
continues to have) a relationship
with Jacob Zuma. The company has
produced a statement of its purpose.
According to boss Patrice Cain,
it took six months to write after
consultations with the group’s 83
000 employees. The result is the
statement: “Building a future we can
all trust.”
Try to convince the SA court,
Monsieur Cain.

T

uuu
uu
uu

G

uuu
uu
uu
t’s become a tradition to end this
column of each edition with a
one-liner joke. For this edition:
Lindiwe Zulu.
n
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HELPING EMPLOYEES AVOID
LONG-TERM FINANCIAL TROUBLE
FOR SHORT-TERM RELIEF.

COUNT ON OUR ADVICE
Alexander Forbes employee benefits help your employees maintain financial stability.
We partner with you to offer your employees financial advice, and products and solutions that are tailored to help them:
• Manage their finances day to day
• Save for the future
• Have money available for emergencies
We partner with you to personalise your employees’ benefits with solutions at low fees for institutions. We also provide
training, support and resources throughout your employees’ working life – and beyond – to help them achieve financial
well-being throughout their life.
Now that’s something they can count on.

CountOnAlexanderForbes.co.za
The following businesses are licensed financial services providers:
Alexander Forbes Financial Planning Consultants (Pty) Ltd (FSP 31753 and registration number 1995/012764/07) | Alexander Forbes Financial Services (Pty) Ltd (FSP 1177 and registration number 1969/018487/07)
Alexander Forbes Health (Pty) Ltd (FSP 33471 and CMS registration number ORG 3064) | Alexander Forbes Investments Limited (FSP 711 and registration number 1997/000595/06)

A history of consistency
can lead to a future
of rewards.
The Prudential Equity Fund:
Top-quartile performance over all annual periods
over the last 20 years.*

To benefit from the power of consistency visit
prudential.co.za

Consistency is the only currency that matters.™

Source: Morningstar data for periods ending 31 July 2021. ASISA Category: South African Equity General. Prudential Portfolio Managers Unit Trusts Ltd (is
an approved CISCA management company (#29). Collective Investment Schemes (unit trusts) are generally medium to long-term investments. The value of
participatory interest (units) may go down as well as up. Past performance is not necessarily a guide to the future and the manager provides no capital or
return guarantees... A Collective Investment Schemes (CIS) summary with all fees and maximum initial and ongoing adviser fees and performance fees is
available on our website link here. One can also obtain additional information on Prudential products on the Prudential website. This information is not
intended to constitute the basis for any specific investment decision. Investors are advised to familiarise themselves with the unique risks pertaining to their
investment choices and should seek the advice of a properly qualified financial consultant or adviser before investing.

