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FIRST WORD
Zoomed out
The obsession with Covid numbs the senses. Strange days indeed are made
even stranger, and madder, by share-market buoyancy.

I

t’s a wonderful time to be in a retirement fund
of whatever nature. That’s so long as equity prices
basically hold or gradually exceed their record
highs achieved in late-January. Rarely could the
contradiction between financial markets going up and
economic conditions going down be more extreme.
May it only be that share prices are the harbinger
of good times ahead for economies too. Were it so,
there’d be reason to suspect that the 2020s would be
as roaring as the 1920s. However, recall how the latter
ended.
There’s a similarly worrying aspect to the upsurge
in share prices, like a hot-air balloon having floated
from moorings pinned to quantifiable prospects for
growth in earnings and jobs. The rocketing price
performance of Tesla, much admired by South
Africans, is an example.
With casinos closed in lockdowns, punters forced
to stay at home have turned to the next best thing.
A new army of day traders, as the FT puts it, has
“weaponised” financial derivatives to their advantage.
An options-fuelled stock market mania, most
visibly seen in the US with the 1000% increase in the

price of GameStop shares during a few days earlier this
year, is “alarming even seasoned observers”.
The increasing use of derivatives has been a
hallmark of previous retail trading frenzies, it adds, as
in the dotcom boom of the late 1990s. Recall how that
ended too.
And then, less than a decade later, it was followed
by the global financial crisis. The rivers of cheap
money created at the time are as trickles when
compared to the floods of “quantitative easing” now
applied to counter the destructive impact of Covid-19.
This tide of liquidity is supposed to stimulate
economic activity, not to inflate asset bubbles. But
amongst such major economies as the UK and US,
and no less in SA, stimulation is counteracted by
lockdowns. So where’s the money supposed to go?
Part of it, thankfully, into emerging markets where SA
bonds are grateful recipients.
In all, there are perhaps three factors that mainly
account for the changed mood. In combination they’re
the launch of stimulus packages, relief at the reversal
of tone in Washington DC, and progress that the
vaccine assault on Covid will break the pandemic.
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These are solid foundations to modify the gloom
that pervades SA. But, as domestic share prices
(Naspers notwithstanding) have surged in the
slipstream of larger bourses, the long-proven mantra
for retirement funds is again demonstrated. When
markets collapse, it’s too late to panic. Better to hang
in there. Those who did, at the time of the lows in
March last year, would be sitting pretty on the highs of
less than a year later.
The flip side is the fate of those who couldn’t hold
on because of their immediate needs or because they
didn’t have nest eggs. A more disruptive societal effect
is the exacerbation of inequalities; between those with
jobs and those without; those with incomes and those
without; those with access to the internet, to work
from home or to study, and those without.
As always, the have-nots are in the overwhelming
and growing majority. When talking in the statistics
of millions unemployed, it disguises the threat of
mass starvation presently held at bay by meagre social

5

grants that cannot indefinitely be afforded.
The only solution, we’re told, is in economic
growth. Fat chance, near term, given the devastation
to major sectors and the tax base caused by Covid
and accentuated by government’s blunt measures to
counter it. Growth requires confidence, the element in
dangerously short supply in businesses worn down by
the psychology of isolation.
Yet, human nature being what it is, people look for
an uplift. Maybe it will be in successful inoculation
of the anti-Covid vaccine. Maybe it will be in
prosecutions to follow the frightening revelations
before Zondo. Maybe it will be the peaceful
acquiescence of public-sector trade unions targeted
for restraint.
Maybe it will be possible to look without the lights
going out.
Allan Greenblo,
Editorial Director.

n
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CURRENTS

Danger to pensions
undispelled
Either bad drafting or ominous intent in EWC bill.
Clarity urgently required on possibility of prescription by another name.

W

hat could be worse than prescribed
assets? The ‘expropriation without
compensation’ bill presently before
parliament to amend s25 of the Constitution, that’s
what.
When this whole nasty subject first hit the fan,
it was pointed out that EWC did not apply only to
golf courses or farmland but to any form of property,
including financial assets such as pensions (TT MayJuly ‘18).
Instead of government prescribing the assets into
which retirement funds would have to invest, at
whatever rates government determines, how much
easier it would be for government simply to skim
say 5% off the top of people’s fund credits in their
pension savings. Then it could invest as it pleases
and wouldn’t need to be burdened by promises not
to invest in decrepit state-owned enterprises.
This isn’t to suggest for a moment that
such benign fellows as Cyril Ramaphosa and
Tito Mboweni would behave so deceitfully as
surreptitiously to introduce a weightier tool than
prescribeds. So there wouldn’t be much point in
asking them, during the parliamentary process, to

confirm that they don’t have pensions and other
savings vehicles within their sights. For their oral
assurances cannot bind their successors.
But there certainly would be a point in insisting
that the property within the EWC embrace be
statutorily defined; then to ensure that pensions and
other savings vehicles be specifically excluded.
Can Cyril and/or Tito refuse? What if they do?

False start

H

aving heaved a sigh of relief that finance
minister Tito Mboweni didn’t announce in
his budget speech a raid on the assets of retirement
funds, all he said on the subject of their investments
was: “National Treasury will this week publish draft
amendments to Regulation 28 for public comment.
The proposed amendments...seek to make it easier
for retirement funds to increase investment in
infrastructure.”
Mergence Investment Managers couldn’t wait for
later in the week. Hardly had Mboweni resumed his
seat than it was already out with a media statement
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commissioner, has produced two recommendations.
In no particular order, they are:
u Astrid Ludin, most recently a manager at DNA
Economics for strategy and research in financial
markets, and previously (amongst other things)
a commissioner at the Companies & Intellectual
Property Commission, and
u Unathi Kamlana, head of the department for
policy, statistics, legal and industry support at the
Prudential Authority in the SA Reserve Bank.

Jekwa . . . psychic overreach
to “welcome the proposed amendment”.
Whereas the rest of the industry had for ages been
nervously anticipating the detail, and wondering
how value could be added, Mergence was specific
that the amendment would “identify infrastructure
assets as a separate class subject to a limit outside of
the investment limit(s) applicable to private equity or
other alternative investment categories”.
Bold, but wrong. Yet so confident was Mergence
joint MD Yoza Jekwa of her presumption that she was
immediately available for media interviews. Some
media might have preferred to await official publication
two days later, and it’s just as well that they did.
Given its impressive record on infrastructure,
detailed in the media release, perhaps Mergence
wanted to be first off to sound off. But the better the
record, the more it indicates that amendment to Reg
28 is unnecessary.

Imminent appointment

T

he shortlisting panel of the Financial Sector
Conduct Authority, to select the regulator’s first

Appointments will also be made for deputy
commissioners. Once concluded, there’ll no longer
be a need for the FSCA’s interim management
committee. With its abolition will presumably come
the departure of stalwart Dube Tshidi (erstwhile
executive officer at the Financial Services Board) for
an overdue retirement that he (and others who’ve
dealt with him) look forward.
Amongst these others is TT. With Tshidi out of
the way, not a moment too soon, it will be for the
new commissioner to respond on information long
stonewalled. He or she can be certain that requests
for this information will be resubmitted.
They concern payments of certain curatorship
fees by various retirement funds to attorney Tony
Mostert and his law firm. As the Public Protector has
put it: “Both Messrs Mostert and Tshidi steadfastly
refused to make any disclosure whatsoever of the
amounts raised.”
Should the PP proceed with a renewed High
Court application (TT Dec ’20-Feb ’21 and MarchMay ’20), it is likely to be addressed again. The
original complainant to the PP was the Economic
Freedom Fighters whose leader, Julius Malema,
recently used it wildly to attack the FSCA in
parliament.
There are three mysteries: the amounts involved,
their justifications, and the reasons for secrecy.
Having been so long and frustratingly in the fight,
TT will try its best to unravel them all; if necessary
using the Promotion of Access to Information Act.
To the new commissioner, good luck!
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Fiduciary breaches

W

hile on the subject of the FSCA, its officials
who oversee the behaviour of trustees might
do themselves a favour by studying the Supreme
Court of Appeal judgment of Malcolm Wallis handed
down late last year. The “crisp issue” was framed by
Wallis:

convictions of the community demand that the third
party shares the liability of the person breaching the
fiduciary duty.
“That is not because they owe a similar duty to
the injured party,” the judge continued, “but because
by aiding, enabling or facilitating the breach they are
themselves equally responsible for the injury caused
to or the loss suffered by the injured party”.
He could think of no good reason why the
principal perpetrator would be liable, but the enabler
should escape liability, any more than he could see
any reason why a criminal should be subject to the
rigours of the criminal law but their accomplice, or
an accessory after the fact, should not.

Super read

I

t speaks to the originality and creativity of
investment consultancy RisCura that it has
published a selection of short stories to support its
professed mission to help promote a better future
socially and environmentally.
Both to complement marketing and raise

Wallis . . . hit the accomplice

“If an independent third party knows of a trustee’s
breach of the fiduciary duty owed to a trust, and acts
in a manner that aids the trustee’s wrongful conduct,
or enables or facilitates the breach of trust to occur,
is it liable to either the trust or the beneficiaries of
a trust for the losses they have suffered arising from
the breach of trust?”
Definitely, held Justice Wallis. Where the
execution of a breach of fiduciary duty involves or
requires the participation of a third party, and that
third party has knowledge that the transaction in
question involves a breach of fiduciary duty, the legal
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awareness of the business purpose, it’s a rare package
for thought stimulation. The seven stories have been
professionally curated around related themes, each
with its own message no less hard-hitting for being
subtlety and entertainingly presented.
That the South African authors aren’t household
names is our fault, not theirs, for such is the talent
that deserves prominence. The quality of writing
makes this little gem a contribution to local
literature.
The easiest way to access it is through a free
download from the RisCura website. Then settle in
for an evening more provocatively spent than on
Netflix.

Complaints corner

I

n his foreword to the latest Pension Funds
Adjudicator annual report, finance minister Tito
Mboweni again bemoans the lack of regulatory
compliance by the private security industry
and municipalities to pay (timeously or at all)
the contributions they owe to their employees’
retirement funds. It remains “a major source of
concern”, he says, as it does year in and year out.
So when is somebody going to do something
about it? Is there nobody of whom the regulator can
make an example? Or perhaps the minister should
call on the regulator to account?
In her message, adjudicator Muvhango
Lukhaimane extends the non-payment concern
to employers generally. While the non-payments
in the big five commercial umbrella funds is not
transparent, she says it would be “interesting to see”
what the termination rate for the nearly 1m members
has been over the past 10 years.
Then she poses another challenge: “Fund
administration costs and management fees have
continued to rise as a percentage of contributions.
This requires that an assessment of the value-add for
these costs is made.”
Ok then, so who’s to make it? The regulator? An
industry association? The funds themselves? Public-

Thulare . . . FSCA must act
interest issues of such magnitude shouldn’t be left
hanging.
From the general to the specific, Luhaimane
singled out the Oasis Crescent Retirement Fund
for the unlawful withholding of benefits. Despite
determinations against the OCRF, her office had
received several complaints that the fund had not
refrained from this conduct. It had illegally withheld
benefits as a result of breaches in Oasis group
employment contracts.
“Such wilful non-compliance requires regulatory
intervention which would ultimately ensure that
members’ interests are not prejudiced,” she said.
Further, her tribunal “can avail to the Financial
Services Conduct Authority similar complaints
against the fund to assist in its investigation process”.
Ok then, so do the availing and report next year
on the result.
As the 2019-20 annual report was about to
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be distributed, two old favourites featured. The
Municipal Pension Fund and its administrator, Akani,
had been emailed by the adjudicator on four separate
occasions for information on how a particular benefit
amount had been calculated.
Deputy adjudicator Matome Thulare informed
the FSCA that both the fund and administrator had
ignored all four emails. He added that there is a

prerogative by the FSCA to ensure that all financial
institutions treat their customers fairly. It was high
time that the regulator scrutinised this conduct,
he argued, because it is the regulator that permits
these people to operate in the retirement-funds
sector.
Ok then, so let’s see in the next annual report
what’s happened with the scrutinising.
n

TENTATIVE MOVE

J

ust as this TT edition was being finalised, National
Treasury produced its long-awaited statement to
amend Regulation 28 under the Pensions Funds Act.
Surprise, surprise isn’t so much that it omits mention
of prescribed assets but that it’s still so touchy-feely.
At this stage it’s merely a proposed amendment
on which public comments are invited. They’re sure
to come, particularly if there remains a prescribeds
lobby for no substantive reason other than statist
inclination (see ‘Fight on the facts’).
National Treasury deputy director general Ismail
Momoniat, who has to handle the process, is left
to wonder whether a damp squib can produce
fireworks. The draft lacks a spark to accelerate
activity.
The proposed amendment does little more than
provide for a definition of infrastructure investment
that can apply across the existing Reg 28 asset
classes. Once defined, the extent of investment can
be quantified. It’s precisely this on which savings
institutions have been working for months.
This is the sensible route. Much as increased
investment by retirement funds is desirable for
economic stimulation, the present is certainly not
the time to require of them a mandatory minimum.
It would have discoloured the business-friendly
taint of the February budget, heralded as positive for
markets, and it would have imposed on trustees a
duty extraneous to the benefit of their funds.
This is because, by definition, investment in
infrastructure is essentially long-term. When there

are unprecedented withdrawals from funds, caused
by Covid, trustees and administrators cannot have
their best estimates of liquidity levels distorted
by regulatory fiat. The present disaster can be
compounded by a future disaster where too much
money invested for the long term hinders the ability
to pay claims over the short term.
It’s too early to gamble on the efficacy of the
Covid vaccines, particularly in the event of a third
wave, and a persistence of heaven in the bond
n
markets.

Momoniat...shepherd for Reg 28
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Invigorated focus
Interconnections strengthen ESG interdependence, argues
Momentum Investments deputy chief executive Mike Adsetts.

I

f we ever needed a reallife demonstration of our
interconnectedness, events in
2020 showed us that we are part
of a highly unified global family.
The other feature of 2020 was how
timelines shortened; be it the speed
with which information is carried
around the world, the speed of the
market crash last March followed
by an equally rapid market recovery
and the record-breaking speed in
development of numerous vaccines.
In the context of 2020, it’s no
surprise that investors increasingly
started to question the effect of
their investments beyond only
return. ‘Capital with purpose’ is
a good descriptor of this shift in
mindset. Responsible investing
and environmental, social and
governance (ESG) risk factors
received unprecedented attention.
The importance of each of the three
ESG factors in sound and sustainable
investment decision-making became
more evident.
Robust approach
A robust approach to try and remedy
climate change is the obvious driver
of interest in renewable energy,
with the added dimension locally
of Eskom’s failure to provide an
adequate energy supply. As the
economy opens up, there is going
to be increasing pressure on energy
availability.
Addressing this constraint is a nonnegotiable for any efforts to get SA
back onto a sustainable growth path.
While the principle of collaboration
between government and the private
sector is clear, the devil is most
definitely in the details. As we seem
to work together in formulating a
new social compact, the goalposts
keep shifting. We need policy
certainty and to re-establish a level

of trust between labour, government
and business. Unfortunately,
the apparent tone deafness of
government in rolling out restrictions
has resulted in significant stress that
needs to be addressed.
Evident are the societal effect
of COVID-19 and the need for
re-invigorating the economy.
Investments in infrastructure have
been flagged as one mechanism for
reigniting economic growth. There
are good and bad infrastructure
investments but undoubtedly this will
warrant a lot of focus. Here again,
we will not be able to forge forward
without a consensus between roleplayers.
Different perspectives
There are many different perspectives
on infrastructure investments.
Taking into account the noise
around prescription or compulsory
investment by retirement funds,
you can easily conclude that
these investments are a bad idea.
The reality, as always, is far more
nuanced. In May 2020, government
announced that it is in the process of
fast-tracking R350bn of infrastructure
projects.
This is part of government’s overall
COVID-19 response to restart
the economy. It crucially requires
private-sector investment. The
project pipeline yields a mixed
bag that has vastly different levels
of attractiveness, from a return
perspective and an ESG perspective.
The full pipeline is unlikely to excite
all private investors but the focus on
critical water and energy as well as
transport infrastructure are bright
spots.
Responsible investing has come into
the mainstream. Rightly so. As we
increasingly question not just the
return on our investments but also

Adsetts . . . for us it’s personal
their effect and purpose, there is a
real opportunity not only to achieve
healthy returns but also to have
decisive effects on the health of the
interconnected world.
Responsible investing practices have
always resonated with our outcomebased investing philosophy, to align
our clients’ long-term goals and to
positively influence the world into
which they’ll retire.
This is why Momentum Investments
plays an active role in proxy voting as
institutional investors (governance);
why we invest in wind farming and
solar projects (environmental); as well
as help alleviate challenges such as a
shortage of student accommodation
close to universities (societal).
When it comes to sustainable
investment growth, for us it’s
personal.
https://www.momentum.co.za/
momentum/invest-and-save
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PRESCRIBED ASSETS

Fight on the facts
Retirement funds prepare to resist labour pressures.
Mboweni is caught in the middle.

T

rade union comrades who linger in the
corridors of power probably don’t spend too
much time researching asset managers’ fact
sheets for portfolios of retirement funds. If they did,
they just might be impressed – a forlorn expectation
– by the nature and extent to which retirement funds
commit serious money to investment in infrastructure.
So long as there’s a populist ring for “monopoly
capital” to be vandalized, the putative threat of
prescribed assets will shroud in diversion and
distortion the optimal means for the growth “flywheel”
of infrastructure to be triggered. What the mobilisers
of savings need from government is investable
projects, not regulatory pushes.
High time, then, that the savings institutions
come out fighting: first, again to explain that they are
stewards for the capital of others widely inclusive of
workers themselves; second, to showcase the funds’
activity in a subliminal message against government
passivity.
Many months have passed since President Cyril
Ramaphosa announced that government would
expedite at least 50 “shovel-ready” infrastructure
projects with a total investment value of R350bn. In
addition to what funds do individually, scale requires
that they also act collectively.
It’s in the identification and financing proposals
for mega-projects that government plays a facilitation
role. This implies agreement on risk-reward returns,
that funds will welcome, as opposed to below-market
compulsion, that funds will be obliged by mandate to

resist.
It’s bizarre in this day and age that the prospect
of prescribeds continues to lurk in the context of
mooted but unspecified revisions to Regulation 28.
The intention is ostensibly to increase exposure by
retirement funds to infrastructure. From the way that
Reg 28 stands, however, it isn’t clear what revisions are
necessary.
But because the prospect of prescribeds does lurk,
and because of the unavoidable damage they would
cause to savings, retirement funds are moving to hold
the line (TT Dec ’20-Feb ’21). Preparations are in
progress.
Towards the middle of last year, at the presidential
summit, infrastructure was all the rage for publicprivate partnership to spur growth. In the presence
of Ramaphosa, there was no shortage of enthusiasm.
The shortage was in the detail, the timelines and the
commitments. Now there’s action from the funds
themselves.

T

o hack through the complexity of terms and
choices, after the summit the Association of
Savings & Investment SA produced a standard that
sets out the definition, classification and statistics for
infrastructure investment. This was so that ASISA
members – mainly retirement funds and life offices
-- would be able to report uniformly on their diverse
involvements.
It’s recognized that pooled and segregated
portfolios cannot operate identically. Under the

14
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Mboweni . . . meat in the sandwich
auspices of industry body Batseta, two forums have
been set up. Funds with pooled portfolios (such as
commercial umbrella funds and retirement annuities)
are represented by the Commercial Fund Forum and
those with segregated portfolios by the Asset Owners

Meet Dave Renke
Current roles?
Associate Principal Executive Officer at Germiston Municipal
Retirement Fund (GMRF).

How long have you been a Batseta member?
Since May 2015 when I was appointed as Principal Officer, but has
been part of the Batseta family since the GMRF joined Batseta at its
inception at which stage I was a trustee.

What is the most you like about being a Batseta
member?
The fact that the assistance, knowledge and guidance from an industry
leading pension fund organisation such as Batseta with an excellent
management and technical team, who are always available, able and
willing to render assistance with training, finding ways to comply with
the ever-changing retirement industry landscape and best practice
standards is just a phone call away.

What is the biggest factor that has helped you
to be successful?
To be part of a well organised organization that provide
its members with information of legislative, regulatory
industry changes and trends well in advance.

Forum.
They both support a voluntary increase in
infrastructure investing up to “appropriate industryagreed aspirational levels within agreed timelines
determined by the participants and should form part
of any industry compact”.
Further, it’s proposed that development work will
be required to prepare the market for efficient growth
and scale of infrastructure investing: “This will include
further communication and consensus-building
between retirement funds, their members, their
employers and asset managers and sponsors.”
They ask funds to report on the level of
infrastructure investments in their portfolios, using
the ASISA taxonomy, and to indicate in principle
whether they support the Batseta infrastructure
initiative. These they want by late February or early
March.
Note the timing, right on Tito Mboweni’s 2021
budget and the announcement of changes to Reg 28. n

I have the privilege to have been a
contributing member and currently a
Deferred Retiree of the GMRF for 42 years. I
grew up in this fund and know it from all angles
which is probably the most important contributing
factor in the successful execution of my duties.

What are your success habits?
Honesty, trustworthy and to learn from others.

What is the best advice you can give other
retirement fund fiduciaries during this pandemic
phase?
Remember that we are in our positions to look after the best interests
of our fund members who are the only party that we as fiduciaries owe
a duty to. Ensure that you and your frontline
personnel are available and able to attend to
fund members and that all the functions in the
value chain remain intact. Stay focussed
on the long-term objections of your funds.
Although we don’t know what the new
normal would be, your fiduciary duty to your
members is still the same.

“There is no manual for the Covid-19 pandemic
it is therefore easy to get despondent and anxious”
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Crunch time
in strange times
Rarely has the savings industry faced such an uncertain future. Politics and
Covid are a toxic mix. Hope springs eternal.

SA

retirement funds are at a tipping
point. They’re at the mercy of two
major imponderables: country risk
and Covid risk. Hardly could they have conflated at a
more unsettling moment. The outcomes are neither
reasonably predictable – for upward or downward tips
– nor practically controllable.
What’s to be done? Sit tight and pray.
Known unknown 1
Country risk, long in the aggravation, reaches its apex
with imminent sequels to the Zondo commission
of inquiry into state capture. At best, the bad guys
identified at Zondo are arrested, charged, convicted
and dispossessed.
It’s the essential catalyst to trigger business and
investment confidence. Bluntly, in a protracted
course of varying intensity, it’s the difference between
upholding and shredding the Constitution.
At worst, in the mobilization of dark forces against
him, Cyril Ramaphosa doesn’t see out this year in the
presidency. The circumstances of his departure are as
much a subject for speculation as the identification
and credentials of his successor. Coming atop a bleak
economy, where record numbers of unemployed
people depend for their livelihoods on relief measures

that cannot be extended indefinitely, such negatives are
daunting.
Typically, markets factor the best and the worst.
For defence against the worst, there’s a surge in
promoting (and profiting from) increased levels of
offshore investment. At the presidential summit on
infrastructure investment last June, for example, one
asset manager proposed the introduction of prescribed
assets (to fund infrastructure investment) in exchange
for a higher level of allowable offshore investment.
It was for Ramaphosa to differentiate between
proposals motivated by national interest as opposed to
self-interest. While offshore gathers favour, to judge by
the noise, it’s not necessarily a one-way street.
For one thing, the extent of offshore exposure
is effectively higher than the 30% ceiling allowed
under Regulation 28 of the Pension Funds Act. This
is because of the large-cap rand hedges, listed on the
JSE, which are outside the 30% (a prudential guideline
for portfolio diversification, not to be confused with
exchange controls).
Second, a reallocation to offshore investments will
reduce the availability of resources for infrastructure
investments. As the latter is required for SA economic
growth and social stability, there’s no domestic benefit
from pursuit of shares in Tesla and Apple.
Third, timing on the rand can be decidedly wonky.
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It was from the depth of the 2008-09 global financial
crisis that SA’s domestic equity funds outperformed
(see graph above). Short memories of those days
belong to those same experts who, followers of
fashion, then exhorted the virtues of staying home.
Known unknown 2
Covid risk represents the further layer of
complication. Nobody, but nobody, can be so brave
or foolish as to predict the return to something that
resembles pre-Covid normality. It might happen in
fits and starts, as inoculations are rolled out, or it
might take years, as mutations defy vaccinations. Asset
allocations and share selections aren’t for sissies.
The point for retirement funds, critically, is the
durability of present trends. The longer that Covid
threatens, and there’s enforcement of countermeasures to restrict economic activity, the greater
the negative impact on fund contributions and
withdrawals.
Contributions to funds from employers would
logically be reducing, and withdrawals by employees
increasing, as they respectively battle to keep their
heads above water. Both ways, it’s thoroughly

unhelpful to the
welfare of future
retirees and the capital
formation that backs
public expenditures.
How bad is it?
Not too bad so far,
considering that
one year of Covid is
past. But inevitably,
on a perpetuation
of existing trends,
company profits and
savings levels will
gradually dissipate.
The more that
incomes are lost or
reduced, through
retrenchments or
furloughs, the more
reliance is placed on retirement funds as the pocket of
last resort (TT Dec ’20-Feb ’21).

I

n effect, the system allows so much leakage that
there’s no barrier to retain money in a fund when
the money is needed for lifestyle sustenance. On
resignation or retrenchment, the floodgates open. On
“excess deaths’, as they’re wistfully described, there’d
also be excess payouts.
Alive to the danger of retirement funds being
accessed as transmission accounts, National Treasury
has tightened withdrawal provisions so that only onethird of the member’s fund interest may be taken as
a lump sum (with the balance as an annuity) on the
member’s retirement.
The exception is for a fund interest of below
R247 500, all of which can be taken in cash. The
overwhelming number of blue-collar workers, who
fall into this category, tend not to preserve. Some even
prefer to resign than await their lump sums.
Treasury-imposed carrots and sticks hold
retirement funds together. They could be academic on
retrenchment when the member, bereft of an income
or other support for sustenance, is forced by financial
distress to cash in his or her retirement savings. That’s
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(from Alexander Forbes interim results presentation)

notwithstanding the huge disadvantages in terms of
tax, loss of compound interest and lack of protection
for future years.
Larger administrators of retirement funds have
quantified their experiences over different review
periods. This largest is Alexander Forbes. Its chief
executive, Dawie de Villiers, painted a dour picture in
his presentation of interim results for the six months
to end-September (see slide above).

M

uch the same is found by Nashalin Portrag, head
of FundsAtWork at Momentum Corporate:
“Our analysis shows that around 10% of employers
are still (by early February) receiving the Covid relief
offered in March 2020. Some employers have had to
cut the salaries of employees or put them on unpaid
leave.
“During the second half of 2020, retrenchments
peaked at three times our normal average. We expect
that the severe pressure that Covid and the lockdown
placed on employers and employees will continue into
2021, but most likely to a lesser extent.”
Similar experience at another administrator is that

the increase in suspended contributions had spiked
in May but the absolute level remained minimal. On
the main umbrella fund, the point was reached where
some 25% of the membership base (which includes
employers in the hospitality and travel sectors) had
suspended contributions.
“Our understanding is that this figure is consistent
with many of the other large commercial umbrellas,”
a spokesperson believes. The number of member
exits remained about the same between 2019 and
2020, but year-on-year the proportion of exits due to
retrenchments had more than doubled.
It’s not all downhill. Remarkable numbers come
from SA’s collective investment schemes. They’re
setting records for net inflows. According to ASISA,
last year in Q3 the amount was R57bn; it followed
R23bn in Q1 and R88bn in Q2.
An explanation is offered by Tiaan Kotze, chief
executive of Liberty Corporate which has a large
share in the SMME market. He finds that significant
investment flows have taken place out of retirement
funds to the traditional retail investments market:
“In this sector, from a retail investment
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perspective it’s been a relatively good year. Affluent
individuals, who have lost their employment,
haven’t so much withdrawn cash as adopted
different investment strategies. For example, once
they reach their tax-free limit in withdrawing from
the retirement fund, they’d invest the remainder
through preservation vehicles which in many
instances has resulted in increased savings in unit
trusts.”
He’s particularly sensitive to cash-flow strain
at the corporate level. In struggling to survive,
companies scale down. Then, when they recommence
contributions to their occupational funds, they’re at a
lesser level because of the increase in retrenchments.

P

ertinent statistics of Liberty Corporate are
illustrated by divisional executive Gurschulle
Neethling for Liberty-sponsored umbrella funds and
Liberty-administered standalone funds:
u Withdrawal claims (including liquidation payments
and individual transfers) increased by roughly 50%
between the first and second half of 2020;
u The number of withdrawals relating to involuntary
terminations (retrenchments) nearly doubled
between 2019 and 2020;
u Essentially as a result of the contribution relief
measures, scheme terminations decreased in 2020
compared to 2019.
Then, on the risk book for policies sold to
corporates, before the Covid spike last July the death
claims averaged 170 per month. During the spike it
increased to 280 per month. “We’ve also seen the sizes
of claims increase as higher earners are passing away,”
Neethling adds. “We’re now at about 30% more than
the first Covid wave which itself was about twice above
normal.”
At the same time the insurer detects a sharpened
appreciation for life cover. Institutional clients are
reluctant to reduce cover levels. Generally accepted is
the upwards repricing that Covid has necessitated.

Neethling . . . grim figures
Where to from here? Some propositions:
u Negatively, that wealthier individuals are in better
positions than poorer to preserve their savings will
extend social inequalities. With it comes a heavier
burden for the state in support of people who have
neither pensions nor jobs;
u Positively, that political leadership is forced to
obsesses over an environment for economic
growth. Increased investment and reduced savings
are incompatible. The battle is not only against
Covid but also against time.
The crunch has arrived. Government dare reduce
incentives to save, no matter how much the fiscus is
squeezed.
n
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PMR.AFRICA
DIAMOND ARROW

WINNER

YEARS OF

INDUSTRY RECOGNITION
Thank you for voting us the best consulting and actuarial firm for fourteen years in a row.

FINANCIAL SERVICES
Alexander Forbes Financial Services (Pty) Ltd is a licensed financial services provider
(FSP 117, registration number 1969/018487/07 and pension fund administrator number 24/472).
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RESPONSIBLE INVESTMENT

Climate change is
front and centre
Internationally, floods of money have been pouring into ESG funds.
‘Sustainability’ reaches respectability in a big way.
SA investors should nonetheless ask questions of their own.

W

hen Blackrock chief executive Larry
Fink speaks, the investment world listens.
His annual letter to listed companies is
the equivalent of Warren Buffet’s annual address to
shareholders, as if wrapped in royal majesty.
That’s because BlackRock, with almost $9 trillion
entrusted to it, is the world’s largest asset manager.
In his most recent letter, Fink raised the prospect
of active portfolios divesting from companies that
didn’t commit to the achievement of net zero carbon
emissions by 2050.
Included in BlackRock’s $9 trillion of assets under
management are $5 trillion in passive investment
vehicles, making BlackRock a significant shareholder
in many of the world’s largest companies. Where
companies didn’t commit to net zero emissions,
BlackRock would flag these holdings in both its
active and index portfolios for potential exit because
“we believe they would present a risk to our clients’
returns”, said Fink.
BlackRock is not alone. Fidelity, UBS and Schroders
are amongst the world’s largest asset managers to have
announced commitments to the cutting of emissions.
But it goes broader than emissions. Fink noted that
“companies with better ESG (environmental, social

and governance) profiles are performing better than
their peers”. They were enjoying what he described as a
“sustainability premium”.
The language of ESG is usually couched in warmth
and goodness, not taunts and harassments. There’s
now a game-changer, not necessarily from a sense
of social responsibility but more from a hard-nosed
rebalance in assessments of risk relative to return. The
third investment criterion, suddenly to the fore in SA,
is impact.

W

hat sets SA apart from the global heavyweights,
however, is the tiny size of the domestic
investment universe. Divestments simply aren’t on.
Perish the thought that ESG counted against Naspers/
Prosus, for example, because of a governance concern
at a Chinese glamour stock (see Gravy). Perish the
manager who withdraws; ditto on discovering that star
performer BAT, automatically in local portfolios, sells
tobacco.
Try as they might, local asset managers cannot
wield the influence of a BlackRock. Few would
have the resources for similarly exhaustive research
and, as John-Kane Berman illustrates elsewhere in
this TT edition, they’d anyway lack the options to
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democraticise indices that closely approximate the
liability risk but with more sustainable attributes,” he
believes.
However, it won’t all be plain sailing. Most
important, Fink recognises, the goal to prevent the
world from overheating will not be achieved if only
public companies disclose their carbon emissions.
By selling these emissions onto private companies, in
carbon offsets, there’d be only a reallocation of assets
rather than a decarbonization.
More than this, there are FT reports in its regular
monitors:

Fink . . . turns up the heat

prioritise some ESG factors over others. Their real test,
increasingly, will be in the unlisted space where they
can not only pick and choose but also initiate projects
for themselves.
In the complex welter of ESG metrics, climate
change is arguably the most straightforward and
simultaneously the most paramount. Fink views it as
the key risk for the global economy.

H

e expects a “tectonic shift” in passive investing
once more public companies disclose their
carbon footprint. This shift in finance won’t occur
on asset management’s active side, which is already
addressing the issue, but on the passive side after
more companies release their mandatory disclosures.
This will enable BlackRock and others to “design and

u The huge rise in ESG-based investing is funnelling
money into companies that pay less tax and
provide fewer jobs than many counterparts with
lower ESG ratings. Assets under management in
ESG exchange-traded funds jumped three-fold
from just under $59bn at end-2019 to $174bn
at end-2020. “There is an almost perfect inverse
relation between companies’ ESG ratings and their
effective tax rate,” a New York analyst is quoted as
saying. “Big tech’s profits are so massive that a small
increase in tax compliance would do more social
good that all the remarkable initiatives touted in
their glossy corporate social-responsibility reports.”
u The UK’s largest workplace pension schemes will
have to comply with new mandatory requirements
to take action on climate change. Trustees will be
required to assess in some detail what different
climate-change scenarios will mean for their
portfolios and, critically, their sponsors, said
a leading pensions advisor: “Asset managers
are going to work hard to get that information.
(Trustees)will need consistent scenario analysis not
just from asset managers but also others including
actuaries.”
u Financial advisers face “high barriers” when
working to integrate ESG investing because
third-party tools are inadequate. It was difficult
for advisers to ascertain the extent to which ESG
factors are really embedded in asset managers’
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investment processes and wider cultures. Some
40% of 316 advisers polled said there was “virtually
nowhere” to find data that identified ESG
credentials of existing holdings.
u Observation on ESG investing: “The single most

salient feature of these exchange-traded funds is
that they favour machines and intangible assets over
humans. Companies with no employees do not have
strikes or problems with their unions. There is no
gender pay gap when production is completed by
n
robots and algorithms.”

Numbers that guide grants

W

riting shortly before finance minister Tito
Mboweni delivers his 2021-22 Budget, it’s
obviously impossible to predict precisely what he’ll
say. He will, however, have to address social grants.
When he does, his comments will almost
certainly be informed by a presentation from Prof
Vivienne Taylor. Head of the Department of Social
Development at UCT and a member of the National
Planning Commission, she’s long been a preeminent
researcher in this field (TT July-Sept ’19).
The accompanying slide on the projected basic
income grant (BIG) fills in her assumptions. Are
these numbers fair or unfair? It depends on whether
you’re starving.
In assessing the BIG’s feasibility, she took into
account that:

u The size of the basic income grant, together with
the demographic assumptions and the existing
social security programmes, determine the gross
cost of income transfers;
u Adjustments to the income tax structure can
recuperate most of these transfers without
significantly affecting the vertical equity of the net
tax burden;
u Complementary public policies that support job
creation and socio-economic development
for youth can reinforce the process by which
redistribution generates growth and, in turn,
sustains further broad-based improvements in
living standards.
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EMPOWERMENT PARTNERSHIPS

Boost for tourism
Fund managers can get on with infrastructure projects, on their own and
on market principles, as this modest example shows.

I

t isn’t as though the purchase by a
Futuregrowth fund of a stake in Thebe
Tourism is the biggest or most dramatic blackempowerment transaction to have happened. But
its very simplicity serves to illustrate how privatesector institutions routinely invest in infrastructure,
entrepreneurship and job creation – those good
things on the menu of national solidarity – without
government telling them what to do.
Rather, there’s a take-up of investment
opportunities. In this instance, the opportunity
identified by Futuregrowth is in anticipating a postCovid lift-off of the tourism sector. The assets of
Thebe Tourism are so far sparse and eclectic, from a
Cape Point concession to a Kruger Park hotel.
The relevance of the transaction, at this time,
is to serve as an example of what asset managers
actually do without a promise of subsidy or threat
of prescription. Prescription enthusiasts could take
a look at the publicly-available fact sheet of the
Futuregrowth (FG) fund dedicated to development
equity.
Anything there not to like? At end-December
its total composite assets stood at R2,6bn, mainly
unlisted and aiming to achieve a high degree of
liquidity needed by retirement funds. Responsible
for managing this FG fund is Sarah de Villiers.
TT: Any reason for not disclosing financial details
of the Thebe investment? Possible to provide
some guidelines e.g. the percentage that FG will

De Villiers . . . strong alignments
own?
SdeV: We don’t disclose these details as private
equity deals are highly competitive. Also, each deal
is structured according to its own funding and risk/
return metrics, so it is not particularly helpful for
these details to be divulged.
Is this a long-term transaction or is it planned for
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FG to exit within a defined timeframe?
Our particular private equity fund is openended, with a development focus, and we are
therefore not tied to a close date by which we
must exit. This allows the investment to deliver
sustainably on its business and developmental
imperatives without us needing to insist on capital
restructuring or other corporate activity to suit
our fund’s purposes. But we do typically look to an
investment cycle of eight to 10 years while holding
our investments accountable to forecasts and
targets.
For what will the FG money be used e.g. purchase
of shares or injection of capital where some assets
are seen not to be mature but to have development
potential?
It was primarily for the purchase of shares
although we have modelled capex into the forecasts.

Did government’s mooted R1,2bn Tourism Equity
Fund play a role in FG’s thinking?
I don’t believe so. This Thebe deal had been
baked for over year, based on solid fundamentals
of the business. In fact, we were close to closing
it before Covid hit. Through the lockdowns
we revisited valuations based on new realities.
Ultimately we identify strong businesses with
aligned managers and shareholders who go out to
create their own destinies.
Anything new in the pipeline?
Aside from our focus on traditional
infrastructure assets, essential for the economy,
we are expanding into earlier-stage higher-growth
assets that we expect to sweeten returns. These will
be in sizes appropriate for the fund to manage any
n
additional risks they might carry.

COMMERCIAL REAL ESTATE

Property still has its place
So the bottom has fallen out of the commercial property market, has it?
Well, not entirely.

D

espite the downward thrust in the sector’s
share prices, since the advent of Covid
lockdowns, the category to have held up
extraordinarily well is Secured Investments (SI)

which appears to be the new appellation for old-style
participation bonds.
In fact, there’ve been some notable outperformers
(see graph). That’s according to information collated
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by Fedgroup, the grand daddy of the part bond
industry, providing a means by which property
can remain a reliable component of portfolio
diversification.
It points out that SI is backed by the portfolio
of bonds that Fedgroup extends to its commercial
property finance lenders. Money received through
SI is used to finance loans to those wanting to buy
commercial, retail or industrial properties.
Because these loans are extended over an initial
five-year period, it’s possible to gauge how much bond
income will be earned in the following five years. The
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rate offered by SI is then adjusted accordingly.
With the benefits of hindsight and clear data
over the past year, proactive management of the
bonds and book are enabled. Additional measures
are in place, such as property owners signing
personal sureties, further to ensure the loans’
security.
SI is classified by the national regulator as a
collective investment scheme. “It has always been
popular because of the capital security and predictable
returns that stock market investments cannot offer,”
n
says a Fedgroup spokesperson.

Fedgroup SI Rate vs Market Returns – January 2021

Source: Fedgroup
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How we faced a spike in
COVID funeral claims
Gontse Sekhitla, lead specialist in risk product development
at Liberty Corporate, describes the initiatives
undertaken to have coped successfully.
Official mortality figures for the second
COVID-19 wave, which began late in 2020,
have already exceeded those of the first wave.
It’s therefore most likely that funeral claims
will increase as well.
During the peak of the first wave of the
COIVD-19 pandemic, between June and
September last year, Liberty found itself
having to manage a substantial spike in
mortality claims. They stood at around 200
percent above normal levels.
This increase was expected. The company had
earlier in the year set in motion a series of
emergency plans to deal with the surge as the
full extent of the global pandemic became
clear.
As things turned out, the spike in claims
coincided almost exactly with the sudden rise
in the number of COVID-19 related deaths.
This correlation was observed during the
middle of the year by the South African
Medical Research Council.
We knew from predictions issued by
government and global health bodies, as
well as our own research and modelling, that

there would be a spike in COVID-19 related
deaths as the disease took hold in South
Africa. The implications for us as an insurer
were immediately obvious. The unavoidable
fact was that we would be dealing with many
more mortality claims.
An emergency operational management
team was convened. Its purpose was to figure
out how the company would respond and
what resources would be needed to meet the
demand of the growing claims.
Then, to get a handle on the bigger picture,
a Liberty war room was formed. Here the
automated daily reports of funeral and death
claims were processed and managed.
It was clear from the beginning that additional
capacity would have to be added, considering
the scientific projections of the progress of
COVID-19.
One of the first steps we took was to
employ temporary extra staff and extend
the working hours of the claims team. We
also became involved in training a bigger
operations and servicing team for mortality
claims.

done, given that the country was in the
middle of a pandemic when many people on
our staff were working remotely. In addition,
the company had to deal with load shedding
of electricity which inevitably led to internet
connectivity problems.
To mitigate this risk, we decided to move
between five and 10 staff members on site to
the Liberty offices. We also invested in UPS
power banks for our claims team to maintain
service levels so that they could cope with the
increased number of claims.
Keeping abreast with the government
publications, South African Medical Research
Council updates, media reports and hospital
admissions -- as well as the feedback received
from some of our clients -- really aided us in
our planning.
The measures put in place proved to be highly
successful. Almost 100 percent of claims were
dealt with quickly, according to the planned
timelines, so that bereaved families could have
comfort.
Sekhitla . . . service in an emergency

Money transfers
For example, one of our goals was the transfer
of money to claimants’ bank accounts within
three hours of authorisation. This makes a big
difference to families who have experienced
a death from COVID-19. It means they can get
on with the funeral arrangements by giving
their loved ones a dignified send-off without
having to deal with the added trauma of
lengthy administration.
All of this was sometimes easier said than

Our planning worked out well. At one stage it
seemed that we were really moving into the
unknown. But we are pleased to have been
able to honour our commitments and to have
assisted those families affected during the first
COVID-19 surge in 2020.
At present South Africa is experiencing a
second wave. It would be fair to say that
our experiences during the first wave have
prepared us to deal efficiently with another
surge in mortality.
We trust that many learnings from the first
wave will be to the benefit of clients.
www.liberty.co.za

COVID-19 WOES
CONTINUE TO HIGHLIGHT
VULNERABILITY TO
BIOPHYSICAL SHOCKS
Jon Duncan, Head of Responsible Investment at
Old Mutual Investment Group

In 2021 the world is again staring down the barrel of
a financial crisis – a crisis that has its origins in the
biophysical realm. The scale of COVID-19-related
fiscal stimulus far outweighs that of the 2008 Global
Financial Crisis and the relative proportions provide an
interesting proxy for how economically vulnerable the
world is to biophysical system shocks. It’s perhaps no
surprise then that policymakers, regulators and capital
allocators are beginning to recognise the importance
of directing the current stimulus in ways that build
long-term system resilience.
As 2021 starts to gather momentum, we believe
that the green economy transition, which was well
under way before COVID-19, will only be hastened
and that the focus on responsible investing will
intensify. Across the asset management industry,
much of the initial focus and innovation in the
field of responsible investing was directed towards
solving for ESG integration in research, valuation and
portfolio construction activities. Increasingly, however,
stewardship – comprising proxy voting and company
or regulatory engagement – has become an equally
important aspect of responsible investment practice.
Applied correctly, stewardship has the potential
to lower risk, be additive to returns and to play a
meaningful role in delivering shared value outcomes
across the markets. We expect this trend to continue
into 2021 and additionally envisage that the trend
towards passive investing will amplify its importance.

Demand for active stewardship is set to increase as
asset owners with long-term investment horizons will
increasingly want to speak with one voice across their
holdings. This will likely result in greater collaboration
and clearer industry positioning on key ESG issues. We
anticipate the following to be important stewardship
topics in the next 12 months:
•

Governance of strategy and the extent to
which long-term ESG issues are considered by
both company boards and management.

•

Executive remuneration and alignment
with strategy – we expect to see the regulatory
environment becoming more supportive
on matters of remuneration and “say on pay”,
with greater focus on ESG issues and the
long-term duration of share-award
vesting horizons.

•

Clarifying shareholder rights in respect of tabling
shareholder resolutions as it pertains to
ESG issues.

•

Cross-asset class collaboration on common
ESG issues to drive change.

2021 will magnify the demand for effective outcomesbased stewardship, not only because it is essential in the
current fragile economic environment, but also because
long-term asset owners will increasingly want to ensure
their assets are used to effectively drive shared value
outcomes.
To answer more of your investment related questions,
contact us at futurematters@oldmutalinvest.com
or visit www.oldmutualinvest.com for more news
and insights.

INVESTMENT GROUP
DO GREAT THINGS EVERYDAY
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 the Old Mutual Investment Group Holdings (Pty) Ltd.
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The term ‘Shared Value’ is a technical term first coined
by the Harvard academics, Michael Porter and Mark
Kramer, in 2011, referring to “a management strategy
in which companies find business opportunities in
social and environmental problems”. The concept,
along with those of responsible investment and green
growth, first gained traction in the period after the
2008 Global Financial Crisis.
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DISCLOSURES

Webs to be woven
So much scope for better communication.
So little opportunity taken.
FSCA, please take note.

A

most overused word in the retirementfund lexicon is “transparency”. Everybody
believes in it. Everybody applauds it. But not
everybody practices it or, for that matter, knows what
it entails.
If truth be told, check the website of any
retirement fund. For starters, be grateful that it
has a website at all. Next, hope that it is freely and
publicly available rather than restricted by a member
login. Then, search for such basic information as
investment performance and hope that it can be
extricated from promotional blurb. And so it goes,
from one level of frustration to another.
There are exceptions. However, in this day and
age it is remiss of the Financial Sector Conduct
Authority not to require each retirement fund to
have a publicly-available website with standardised
disclosures. They should at least contain the fund’s
annual financial statements, but so often they
produced so late for the FSCA that they’re outdated.
Opportunities for member communication,
supposedly vital, aren’t taken. This isn’t necessarily
the fault of lethargic trustees. Quite possibly, it’s the
fault of apathetic members. Could they really care
who manages their fund’s assets, the value received
for costs, the amounts diverted abroad or placed in
socially-responsible investments at home?
It’s impossible to generalise across fund

disclosures just as it’s impossible to generalise on
the quality of fund reporting. On a random sample,
it varies greatly. At the bottom end of the scale, take
the Municipal Employees Pension Fund that might
as well not have a website at all. The relevance of its
disclosures is exemplified by the statutory valuation
report of February 2011 being most recent financial
information provided.

L

arger umbrella funds represent the opposite
extreme, and amongst these there seem few better
than Sentinel. Arguably, its latest integrated annual
report is a model for emulation.
Not only was it produced within four months of
the financial year-end – a treat for the FSCA – but the
plethora of information it contains is both relevant
and readable; so much so, perhaps, that it presents
a manual for the training of principal officers and
trustees.
Rich in commentary on fund matters and precise
in descriptions of value creation, there’s a wealth of
comparative information at portfolio level. Typically
comprehensible are benchmark and net investment
returns, asset allocations per type and region, top 10
shareholdings and a breakdown of charges.
So far, so good. As high as Sentinel chairman
Andre la Grange and chief executive Eric Visser
might have set the bar, it could go higher still. First,
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Visser and La Grange . . . high standard

Meet Brenda Krummeck
Current roles?
• Director of Verso Financial Services.
• Independent Principal Officer & Independent retirement fund
consultant.

How long have you been a Batseta member?

Since May 2006, when they were known as the Principal Officers
Association.

What is the most you like about being
a Batseta member?
Being a member of Batseta provides an
opportunity to be part of an organisation that is
passionate about the pensions industry and
where you can be a voice participating with
others in specific think-tanks. Batseta is
influential with the relevant industry
bodies and authorities and it is a
privilege to be part of an
organisation which is progressing the
pensions industry.
Batseta has promoted training
requirements for Principal Officers
and Trustees and that is a big step
to ensure that fiduciaries are trained
and competent to carry out these
duties.

if one fund can provide this level of
disclosure, there’s no obvious reason
that all funds cannot to do the same.
A beauty of websites is that there’s no
space constraint.
Second, as a matter of routine,
funds should be obliged additionally
to provide on their websites such
member-centric information as not
only annual financial statements and
valuation reports but also the fund’s
rules, names of trustees as well their
contact details so that communication
is a step removed from gatekeepers.
That’s sufficient for a start to be
made by the new FSCA commissioner,
n
whoever he or she might be.

What is the biggest factor
that has helped you to be
successful?
Keep learning! I have kept learning and then
learning some more. I have completed formal
retirement study programmes including the National
Certificate: Professional Principal Executive Officer, which
was facilitated by Batseta. In addition to this, I have not
stopped asking questions and researching whatever I could to
learn more. In our industry you can “never know it all” and I am
humble enough to enquire when I am not sure of something.

What are your success habits?
Integrity, Discipline, Leave the comfort zone and Balance.

What is the best advice you can give other
retirement fund fiduciaries during this pandemic
phase?
This too shall pass. We are entering a new way of working, but this
new way of working should never detract from the reasons we are
retirement fund fiduciaries. We need to remember that every decision
we take affects our fund members and their families and often these
are the most vulnerable folks in our society.

As Helen Keller said: “alone we can do so little,
together we can do so much more.”

KINGJAMES 52289

Introducing the
Sanlam With-Profit Annuity
Helping pensioners achieve financial confidence in retirement.
At Sanlam, we understand that every pensioner is unique in terms of their needs and circumstances.
That is why we offer a variety of annuities, so that they can choose the one that’s right for them.
The Sanlam With-Profit Annuity is a new addition to the Sanlam annuities product range, launched to
enhance the range and quality of retirement solutions available to pensioners. It provides a guaranteed
income for life, offers pension increases linked to market performance and a generous starting pension.

Annual increases will depend on the returns of two funds:
50% invested in SIM Balanced Fund, which drives long-term performance.
50% invested in SIM Moderate Absolute Fund, which ensures stability while targeting inflation-beating returns.
Underlying investments in these funds are smoothed over six years before declaring pension increases.
Pensioners can choose from various pension increase options based on their preference for a higher starting
pension or higher future pension increases. The guarantee offered ensures that pension increases are
never negative, even in poor market conditions. Pensions are paid for as long as the pensioner or selected
spouse is alive.
To help pensioners secure a comfortable retirement, now is the time to plan.
For assistance with quotations or questions, please email annuitysupport@sanlam.co.za.

www.sanlam.co.za
Sanlam is a Licensed Financial Services Provider.
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BROAD-BASED EMPOWERMENT

Black trusts boosted
Clarity welcomed. Legal certainty still required. Potentially the start
of something big.

T

here’s not much purpose in having a B-BBEE
commission, with its separate bureaucracy in
the Department of Trade & Industry, when
it can make such serious errors of judgment as in
challenging the credentials of SA’s pioneering gems.
Not only has its flawed reasoning been reversed by
T&I minister Ebrahim Patel, but it’s taken 24 months
for him to have done so.
During this period of the commission’s
stonewalling, the six preeminent trusts had to operate
in conditions of clouded credibility. That’s no way to
run investment firms, let alone those reliant on their
B-BBEE status to enter transactions for the benefit of
broad-based black recipients.
By denying the trusts’ status, the commission had
threatened their survival. If the commission can’t
encourage and facilitate B-BBEE transactions, guiding
and polishing them for legitimacy, it’s an obstacle to
B-BBEE itself.
The trusts are B-BBEE models: Kagiso Charitable
Trust, the Mineworkers Investment Trust, HCI
Foundation, Women’s Development Bank Trust,
Wiphold Trusts and the Ditikeni Trust. Together
during their lives, they had distributed over R1,9bn to
qualifying black beneficiaries.
The commission is developing a reputation for
pedantic interpretation of codes already difficult
to unravel through ideological haze. By notable
precedent, MTN’s R9,9bn Zakhele-Futhi scheme
was widely considered one of the best on offer until
commissioner Zodwa Ntuli alleged that its ownership

Ntuli . . . overruled
structure constituted fronting (TT Oct ’19-Jan ’20).
The commission charged that beneficiaries of a
scheme had to be not only clearly identifiable but also
able to exercise voting rights.
So we come to the six pioneering trusts, formed
well before there was legislated B-BBEE. The
commission had argued that the trusts don’t constitute
proper ownership vehicles as they do not have
shareholders who own them or receive dividends from
them. Against this, Patel recently expressed his view
that broad-based trusts that hold equity should be
“recognised appropriately”.
That means he must, and presumably will, urgently
clean out any legislative ambiguity. No way that the
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members (capable of being separately identified)
are shareholders through the funds which accept
dividends and exercise votes on their behalf.
Had this principle come to the fore years ago, black
members of pension funds – the largest repositories
of black workers’ savings -- could have benefitted
rather than prejudiced by the dilutions of shares in
companies where their funds were invested.
At this stage, the low-hanging fruit is all gone. But
it might be a good time to start thinking ahead, just in
case there’s one day another JSE listings boom. Or even
a spate of expansion-orientated unlisted companies
similarly in need of black credentials.
n

Patel . . . right track
six trusts, like the recently-announced employee
ownership scheme for Coca Cola Beverages SA, can’t
be prime examples of pristine B-BBEE.
Take the Ditikeni Investment Company. Its latest
annual report records that, since having been provided
with R2,8m from a band of non-profit organisations
(NPOs) in the late 1990s, it has burgeoned into an
investment fund with net assets of more than R200m.
Over the past 20 years, the report notes, the
founding NPOs “have delivered a range of social
development services to 2m poor South Africans”.
They have funded this mainly through donor and
corporate social-investment grants, “but they have
also made innovative use of dividends received from
Ditikeni’s investments in a range of private and public
companies”.
Few of these investments have been more
successful than Ditikeni’s small stake in Tsipi, operator
of an open-pit manganese mine in the Kalahari. A
central personality in the business is Jupiter Mines
chair Brian Gilbertson.
Now that the trusts principle is established, pension
funds should look for possible adaptation whereby
they too can be B-BBEE partners in companies
requiring the recognition. Pension funds’ black

Investing in township/rural centres
vs urban malls
Where’s the risky business? Smital Rambhai, portfolio manager @
Futuregrowth, speaks from the experience of the Community Property Fund.
In the early 1990s, no banks would provide funding to
property companies for developing shopping centres
in townships or rural areas. The risks were perceived
to be insurmountable, and lenders had no awareness
of the types of tenants that would make these property
investments a success. Coming out of the apartheid
era, these areas suffered exceptional poverty and
unemployment – and a lack of almost any kind of useful
service.
Futuregrowth recognised an opportunity – and a dire need
– at this time for infrastructure development in townships
and rural areas, and, in 1995, the Community Property
Fund was born. By establishing shopping centres in these
areas, local municipalities would receive a boost in rates,
which would enable them to deliver much-needed bulk
services to the community. Futuregrowth also jumped at
Perception
Poor quality buildings
Safety concerns, theft and
vandalism
Inferior service levels
Lack of quality retailers
Lack of a variety of product
and service offerings
Volatile communities

Lower rentals
Lower profits

the chance to assist in alleviating poverty, by creating local
employment during the construction phases and, where
possible, on a permanent basis once the shopping centres
were complete.
Today, there are over 10 805 staff employed across the
shopping centres owned by the Fund. These centres have
also brought many essential goods and services into the
community, and expedited the establishment of efficient
commuter nodes and improvements to the local transport
infrastructure.
False impressions
The lack of investment in township and rural shopping
centres has historically been due to many misperceptions,
which we would like to counter with the following facts
relating to our Fund:

Reality (in the case of the Community Property Fund)
Shopping centres owned by the Fund, such as Bridge City, Alexandra Plaza and
Eyethu Orange Farm Mall, have been built to the highest standards and quality.
These shopping centres would not be out of place in any upmarket urban area.
These risks are mitigated through additional spending on security (double the industry
average per square metre).
Our centre manager and management staff are trained according to national standards
and would be able to manage any type of shopping centre anywhere in the country.
85% of our tenants are reputable national retailers found in most urban centres.
Due to the high number of national tenants, there is consistency in the quality and
quantity of products and services offered. Retailers such as Shoprite and Pick ‘n Pay
understand the needs of their consumers and tailor their stores accordingly.
Service delivery protests have not affected the shopping centres owned by the Fund.
This is largely due to the emphasis placed by the Fund on creating jobs in the local
community, and supporting local schools through various projects. (On average, 80% of
the workforce employed in the shopping centres is from the local community.)
Retailers do pay lower rentals than in urban areas; however, land and building costs are
cheaper in these areas, which still enables the Fund to achieve a feasible return on its
investments.
National retailers at some of the centres in the Fund generate a turnover that is two to
three times higher than their national average. This is due to the growing population,
increased housing densification, a lack of quality competition in the area, and an increase
in social grant recipients. These stores often have a cost of occupancy that is between
5% and 6%, in comparison to urban area shopping centres which could be anywhere
between 7% and 10%.

Strong returns for CGF
There is a common belief that urban malls serve a much
higher LSM bracket than township and rural centres and
as such would deliver better profits for retailers, better
rentals for landlords and better performance for investors.
However, this is not necessarily the case:
1. Township and rural shopping centres are defensive in
nature and perform well throughout economic cycles,
due to their focus on essential goods and services.
Consumers tend to cut back on discretionary spending
during tough economic times. Higher-end retailers
(usually represented in urban malls) tend to struggle at
such times and have a more cyclical business model.
2. Township and rural shopping centres have mainly
cash-based consumers and the demand for formal
retail in these areas will continue to be supported.
3. Online retail has and will continue to impact urban
malls, and many retailers have made a concerted
effort to upgrade their online shopping platforms, while
considering trimming their physical stores. Online
retail has not yet impacted the township and rural
shopping centres, where the average spend per day
per consumer is currently between R30 and R100,
depending on the area. We do however envisage that,
with a growing middle income market in these areas,
where home delivery would be more challenging,
online retail will become increasingly important. We
have therefore started investigating setting up online
retail drop-off points, whereby ordered goods can be
couriered to the Fund’s shopping centres and collected
from the centre management offices.
4. Oversupply of retail shopping centres is currently
mainly occurring in urban areas. Moreover, regional
shopping centres (50 000 to 100 000 m2) and super

regional shopping centres (greater than 100 000 m2)
are expanding, which further cannibalises the market.
5. The barriers to entry in township and rural markets
are high due to the lack of readily available land for
development, poor infrastructure, and municipalities
that are not well equipped to assist. Here, it can take
up to seven years to start the construction of a new
shopping centre, as opposed to about three years in
urban areas. This reduces the likelihood of oversupply
in township and rural areas as this time horizon tends to
deter many investors.
6. Increased growth in population, social grants and
emerging middle-income consumers will continue to
drive growth in the township and rural markets.
Returns justify investment into township and rural
shopping centres
As a tangible example of what can be achieved with rural
and township investments, the Futuregrowth Community
Property Fund has won the MSCI award for best
performing specialist property fund (with the highest 3-year
annualised total return) for three years in a row (2017 to
2019). With intensive, professional centre management
and rigorous attention to building customer loyalty and
community support, the Fund has demonstrated that
perceived risks can be effectively mitigated and overcome
– and that investments in townships and rural areas can
out-perform investments in urban centres.
Futuregrowth Asset Management is a licensed
discretionary financial services provider.
www.futuregrowth.co.za

It’s not diversification as usual
High equity valuations and low bond yields have changed the script.
Rudigor Kleyn, managing director for corporate and institutional business
at Ashburton Investments, explains what’s happening.
Bonds used to be the go-to asset
class to diversify portfolios. But
record low yields, and in some
countries negative yields, have
forced asset managers to rethink
the script and turn to an asset class
whose time may have come.
Coupled with record high equity
markets in many countries,
investors are giving alternative
asset classes a closer look. This
is because of their diversification
benefits at an unusually dislocated
time for financial markets in the
wake of Covid restrictions.

Private market assets generally
perform differently from equities,
bonds and cash. An investment in
infrastructure, such as a toll road,
could yield stable, predictable,
long-term cash flows for 20 years
and more, with inflation-linked
increases each year. As a result, an
investment in a toll road concession
would have little correlation to SA
equities and at certain times might
deliver better returns.

Investors should consider having
a well-diversified portfolio that can
deliver a steady, above-inflation
return throughout market cycles.
‘Alternative’ or ‘private market’
This might include public market
assets refer to those not traded
allocations to fixed income, public
on a public exchange e.g. private
equities and cash complemented
equity, private debt, real estate and Kleyn . . . benefits of alternatives by some exposure to inflationinfrastructure. They cover such a
beating investments offered by
broad range of investments and
alternative assets.
global alternative assets under
present differing risk profiles.
management have grown from $2
As with any investment, the
trillion in 2008 to about $5,5 trillion
Some, such as a venture capital
in 2019. Assets under management returns for private assets are
start-up providing seed money
not guaranteed. But they can
are expected to exceed $8 trillion
to fledgling businesses, are high
potentially be higher than traditional
in 2023.
risk. Infrastructure, on the other
investments, outstripping CPI to
hand, is less volatile and lower risk Alternatives’ advantages
provide a good inflation hedge.
with returns uncorrelated to the
business cycle. Art, antiques and
As alternative assets are generally
The main benefit of including
classic cars are also classified as
less liquid, investors are generally
alternative asset classes in
alternative investments.
compensated with higher returns,
investment portfolios is to have
known as the liquidity premium.
sufficient diversification to reduce
In the past, alternative investments risk and enhance returns.
were considered too hard to
Including alternative investments
access, high-risk or complex for
can help grow an investment
Diversification – also known as
many investors. Now they are
portfolio. Regulatory limits for
the “don’t keep all your eggs in
accepted as an attractive means to one basket” principle - requires
pension funds allow for up to 35%
diversify portfolios, often achieving investors to invest in a combination of assets to be invested in unlisted
better inflation-beating returns than of assets with low correlations
debt. If there is no other unlisted
traditional listed markets.
exposure, however, a maximum of
to one another. This should limit
exposure to any single asset class only 10% can be invested in private
More SA investors are including
equity.
or risk, as different assets react
alternative assets in their portfolios differently to the same economic
as they increasingly understand
www.ashburtoninvestments.com
event.
the benefits offered by these
investments. This echoes a global
trend.
In little more than a decade,
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ENVIRONMENT

Renewables challenge
There’s a plethopra of questions that shareholder activists should ask.
John Kane-Berman* suggests several in the quest for virtue.

W

elcome to the past.
When the National Party was still
ruling SA, Barclays -- a major and highly
visible UK bank -- was one of the favourite targets of
the British anti-apartheid movement and various other
lobbyists seeking disinvestment from SA. Eventually,
Barclays dumped its SA subsidiary (which is now First
National Bank). Many other multinational corporations
did likewise.
SA was just not worth the adverse publicity every
time the shareholders’ annual general meeting (agm)
came round. Now, once again, Barclays is in the firing
line; this time over “climate change”. According to the
Bloomberg news agency, Barclays is Europe’s biggest
financier of “corporate carbon emitters” and is under
growing pressure from shareholder activists to burnish
its green credentials.
In SA, Sasol has also been facing increasing demands
from shareholder activists. Supposedly the country’s
largest emitter of greenhouse gases, Sasol has agreed to
table a climate-related resolution at its 2021 agm. Slowly
but surely, it appears, the corporate sector is bowing to
pressures from green activists. Financing of coal projects
has already been declared a no-no by numerous banks
and other financial institutions in various countries.
But why the focus on coal and other fossil fuels?
The assumption is that “renewable energy” is cleaner
and better for the environment. This may or may
not be true. But it is odd that the renewables sector
– manufacturers, suppliers, and financiers – are not
subjected to scrutiny by shareholder activists in the

same way as the coal sector.
If all the various types of energy on offer were
subjected to the same scrutiny, we would all be in a
better position to determine which types of energy are
the most friendly to the environment.
Renewables -- including solar panels, wind turbines
and storage batteries -- require iron ore, steel, glass,
concrete, plastic as well as various kinds of rareearth and other minerals in their manufacture. So
one question shareholder activists could ask is what
quantities of these materials would be required for
renewables in large enough quantities to replace fossil
fuels to meet the net zero carbon target envisaged by the
Paris Agreement of 2015.

A

paper last year by Mark Mills of the Manhattan
Institute claimed: “Compared with hydrocarbons,
green materials entail on average a tenfold increase in
the quantities of materials extracted and processed to
produce the same amount of energy.” The renewables
industry could be asked whether or not this is true.
Another question is where these various components
would come from. Is there any truth in reports that
some of the minerals are produced by child labour?
Are local communities in Africa or South America
or elsewhere ever displaced when mining activity is
undertaken or expanded to meet rising demand for
the components of renewables? Have some of these
communities lost not only their land but also reliable
supplies of water?
How much of this new mining would take place in
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unspoiled areas that environmental organisations are
normally keen to preserve in that state?
How much energy is used to transport the
components of renewables from where they originate
to wherever the panels, turbines and battery plants are
built?
An article published in 2010 by the Stanford
Environmental Law Journal quoted findings that the
more renewable energy was used, the more land would
be required. The land impacts would be “staggering”.
This was because “renewable energy requires more land
to produce the same amount of power as the fossil fuels
altering our climate”.

B

iofuels have by far the largest “energy sprawl”. But
wind, solar and petroleum also have a much larger
land footprint then coal.
These studies may, of course, be outdated. But
unless shareholder activists start asking the searching
questions, the public will not be able to judge the
relative merits and environmental costs of various types
of energy.
Biofuels cannot be produced without using energy
to power tractors, manufacture fertilizers and the like.
Biofuel producers, financiers, and enthusiasts can
accordingly be asked to tell us not only how much land
they require but also how much fossil fuel is needed to
produce a given quantity of biofuel.
How many millions of acres of forested and other
unspoiled land will have to be cleared to make way for
solar and wind farms and battery storage plants?
Further questions relate to waste and land
reclamation. What happens to the concrete foundations
of wind turbines that are no longer useable? Are
they left in place or chopped up and removed? What
proportion of used panels, turbines, and batteries can
be recycled? How much energy will this require? What
proportions cannot be recycled? What plans are in place
for the disposal of this waste? How much of it is toxic?
Where is the waste dumped? When worn-out or
obsolete British or European renewables are dumped,
does this happen at home or is the waste exported to
other countries? If so, which? If some of the waste is
indeed toxic, why is it exported? Is a “nimby” factor
perhaps at work in determining where rich countries

Kane-Berman . . . curious imbalance
send their waste?
Then there’s wildlife. It is well known that wind
turbines threaten eagles and other birds of prey. But
they are not the only creatures under threat when land
is cleared for renewables; whether wind, solar, biofuels,
or batteries. The renewables industry and those who
invest in it should be asked by shareholder activists to
publish whatever studies they have conducted into the
impacts of their activities on birds, animals, reptiles, and
insects.
At present renewables account for only a
small proportion of global energy demand. But
if the intention of the renewables industry, and
of governments that have signed up to the Paris
Agreement, is to steadily increase the supply of
renewables, we need to know how big the ecofootprint will be.
Governments already signed up to Paris are
unlikely to ask the right questions, even though
German leader Angela Merkel said recently that
countries around the world should protect biodiversity
and natural habitats, while also stopping deforestation.
Nor will the vast, influential, and growing renewables
sector want to ask them.
That leaves the onus on environmentalists and
shareholder activists.
n
* Kane-Berman is a policy fellow at the Institute of
Race Relations, a think-tank that promotes political and
economic freedom. This article was originally published
on Politicsweb.

WOULD YOU RATHER “DIE” THAN WORK TILL 80?

Provident fund members, like their pension fund cousins, will now have
to use two thirds of their benefit to buy an income producing retirement
annuity.
As our lifespans increase, further changes to the retirement industry are on
the cards. The obvious path would be to increase the retirement age to 80.
Governments the world over have already either adjusted the retirement
age or are considering doing so.
How will people respond if this happens? In its recently released anthology
Upshot – stories of financial futures – RisCura explored future-dystopianlike scenarios, partially conceptualised by its team of investment experts.
These stories are framed against the backdrop of a changing retirement
landscape. One of the stories, by award-winning novelist Mohale Mashigo,
specifically covers longevity and retirement. Here is an extract from Rest in
Parys:

03/21/RS/SA_RF/TT

Mapaseka met Joe when they were both twenty-something waitstaff at a
restaurant on Vilakazi Street. It was always full; tourists visited Mandela House,
and then walked down the street for “authentic South African cuisine”. Joe often
told friends that it was love at first laugh for him. “The funniest person I ever met.
How could I not fall for her?”
Mapaseka always rolled her eyes at this. “This man doesn’t have a sense of humour.
He’s a liar. I was the only person who actually spoke to him. It was love at first
acknowledgement.” That was how they were, from the moment they met until the
day they decided to kill Mapaseka.

“We put you through school. You have your bakery …”
At first, Cole was amused. All her life, Joe had impressed on her the importance of
truth. “You know you’re not just asking me to lie. You’re asking me to help you do
something very very illegal.”
Her parents were expecting resistance. Mapaseka handed her daughter a slice of
birthday cake. “Cole, I’m honestly tired of working. I can only retire in twenty years.
They only let people who are really ill retire early.”
Before Cole could ask how they would survive without jobs, Mapaseka went on:
“We bought this house a long time ago. When I’m dead, Joe will sell it. And the
Spouse Clause will keep us afloat.”
This stated that if one’s spouse died before turning eighty, the survivor was entitled
to collect a death benefit covering the shortfall in earnings. Cole had seen a special
report about people who were taking advantage of this loophole. This had led
to a boom in private investigators being hired to find out if these deaths were
legitimate.
Cole laughed nervously; it was clear that her parents had been thinking about the
scheme for a long time.
It was no laughing matter once the deed had been done. Cole had a recurring
nightmare of her mother’s chip coming alive and initiating a small red flashing
light on the South African Police Missing People’s map. She had seen it on the
news when the Minister of Police gave TV reporters a tour of the new SAPS
headquarters. In a large room was a hologram of a map of South Africa, speckled
with dots of all colours.

To find out what happens next and read more about
alternative financial futures, read the full Upshot anthology
by visiting upshot.riscura.com.

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

The impact of increasing longevity on retirement has long been
a topic of discussion as, worldwide, worried trustees watch
retirement fund members’ lifespans increase even as market
returns decrease. It is becoming increasingly important that
would-be retirees make responsible saving and investment
decisions to retire comfortably. To encourage this behaviour,
South Africa is introducing the harmonisation of the retirement
fund system, bringing pension and provident funds closer
together. On 1 March 2021 South Africa took a further step in this
process.
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RETIREMENT REFORM

Timely review
Tax changes will have specific effects intended to help employees

G

overnment has moved to enable a uniform
retirement system through the annuitisation
of provident funds. ‘Annuitisation’ means
to purchase a pension with a lump sum, in this case
the lump sum saved from having contributed to a
retirement fund.
Along with aligning provident and pension
funds, the new rules aim to protect post-retirement
incomes. This is by curbing the risk of people, after
retirement, from depleting their retirement savings
too quickly.
The long-awaited reforms are effective from 1
March this year, otherwise known as T-Day.
How will the new rules affect members of
retirement funds?

What are vested and non-vested benefits?
Retirement member shares will consist of two
portions: vested and non-vested member benefits.
The vested member portion refers to retirement
benefits and the interest thereon, up to 28 February
2021. When a member retires, these benefits will
not be subject to annuitisation and can be taken in
cash.
The non-vested member portion will reflect all
retirement fund contributions and interest from 1
March 2021 onwards. Upon retirement, this portion
will be subject to annuitisation. But where the total
amount does not exceed R247 500, the member can
take the full amount in cash on retirement. If the
non-vested portion is more than R274, 500, then the
member can only take up to one-third of the benefit
in cash and must use the balance to purchase an
annuity (pension).

Retirement benefits from provident funds and
provident preservation funds will be governed by
the same rules as pension funds.
Currently, members of provident
and provident preservation
funds have the option to take
their full retirement benefits as
a lump sum when they retire.
From T-Day, retirement benefits
under provident funds and
provident preservation funds
will be subject to compulsory
annuitisation, apart from the
Member 55 years or older on T-Day saving in a provident or provident
vested benefits from the period
preservation fund and staying in the same fund.
before T-Day.
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However, there are some concessions for members
aged 55 years and older on T-Day.
What are the concessions?
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T-Day reforms will have a significant impact.
Although pension fund members are not affected by
the reforms, they will be affected by the changes to
retirement administration systems.
Systems might have to be reconfigured to
maintain two accounts for each member respectively
reflecting: vested and non-vested member shares.
The vested (cash) portion will contain the member
share as at end-February 2021 and the future interest
on it. The non-vested (annuitised) portion will only
contain the contributions and interest from 1 March
2021.
Will the reforms improve financial wellbeing?
Although these measures could help to protect
people’s retirement savings and ensure that they
annuitise at least a portion of their savings, the
reforms are not a silver bullet for the financial
challenges faced by many South Africans.
With the cost of living on the rise, the need for
cultivating a savings culture and saving enough
for retirement cannot be overstated. On their own,
the reforms cannot ensure successful outcomes.
Improving financial literacy and communication will
be central to ensuring that people are empowered
to make informed decisions about their short and
long-term savings towards a more financially secure
future.
n

Those who are 55 years or older and are saving in
a provident or provident preservation fund, and
remain in the same fund until retirement, will not
be affected by the new rules. These members will be
allowed to withdraw their full benefits (including
interest) when they retire. This includes any
contributions made to the provident fund after 1
March 2021.
For those younger than 55 on T-Day and saving
in a provident or provident preservation fund, all
benefits accumulated up to 28 February 2021 plus
interest will be allocated to the vested member
portion. Benefits allocated in the vested portion
may be taken in cash upon retirement, resignation,
termination or retirement due to illness. From 1
March 2021, all new contributions will be allocated
to the non-vested portion of the fund.
If the benefit amount in this portion is more than
R247 500, then only one-third of the benefit can
be taken in cash and the balance must be used to
purchase a pension.
If a member is 55 years or older on 1 March 2021,
but transfers to a new fund after 1 March 2021, all
contributions to the provident fund of which he/
Attribution: Sanlam Corporate
she was a member
on 1 March 2021,
plus interest, will
remain exempted from
annuitisation. However,
at least two-thirds of
all contributions to
the new fund (plus
interest ) will have to
be annuitized except
where the value does
not exceed R247 500.
How will reforms
Member younger than 55 years on T-Day saving in a provident or provident
affect retirement fund
preservation fund.
administration?
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FINANCIAL PLANS

Points of departure
Comments on personal finance article by financial planners
Dave Crawford (Planning Retirement), Bruce Kokkinn and
Greg Preston (both of FQ Financial Skills):

H

aving read the CrueInvest article ‘Guide
through retirement funding vehicles’ (TT
Dec ’20-Feb ’21), we were surprised at some
of the loose terminology and one particular omission.
We feel it important to clarify several points and
address various misunderstandings about retirement
funding vehicles.

Issues
1. Tax-deductible contributions to
retirement funds.
There is still confusion about the new (March
2016) limits on tax-deductible contributions to
retirement funds. These relate to the amount
on which the 27.5 percent tax deductible
contributions are calculated. And to which the
R350 000 maximum applies. It applies to total
contributions to pension provident and retirement
annuity funds. It is set out S11F of the Income
Tax Act.
The base amount for the 27.5 percent calculation
is not pensionable salary, or pensionable income.
Both appear in this article but the actual wording is

“You are entitled to a deduction, under S11F,
of contributions to any pension. Provident or
retirement annuity fund. The contributions that
may be claimed as a deduction in the current year
of assessment are limited to the lesser of:
(i) R 350 000,00
(ii) 27,50% of the higher of
a.		 Remuneration; or
b.		 Taxable Income; or
c.		 Taxable Income of that person before
		 including any taxable capital gain.
The remuneration referred to is remuneration for
employees’ tax purposes but excluding retirement
lumpsums and severance benefits. The taxable
income referred to excludes retirement lumpsums
and severance benefits and is the taxable income
before the deduction of qualifying retirement
fund contributions, qualifying foreign tax credits
(section 6 quat(1C)) and bona fide donations
(section 18).
Contributions made in prior years that were
not allowed as a deduction in those years
will be carried forward to the current year of
assessment unless they have been deducted from a
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retirement fund lumpsum or withdrawal benefit
or set off against a compulsory annuity. Arrear
contributions simply get added to the current
year’s contributions and treated in the same
manner.

Pensionable salary is
Total Remuneration is
Quite a difference!

The limits apply to the sum of all contributions
made to pension funds, provident funds and
retirement annuity funds. The deduction may be
set off against non-trade income such as interest.

27.5% of total remuneration = R247 511 per year

There is confusion because some pension and
provident fund rules still stipulate contributions as
percentages of “pensionable salary”. Members of
these funds are limited to contributing the amounts
calculated by multiplying pensionable salary by
the percentages set out in the rules. But this is not
necessarily a limit on tax-deductible contributions.
That only applies to contributions to the particular
fund. For example one fund permits members to
contribute the following levels of their pensionable
salary. There is a default contribution level of 7.5
percent of pensionable salary:
9.0%

13.5%

10.5%

`15.0%

12.0%

16.5%

In this fund the employer
contributes 11 percent of
pensionable salary.

If pensionable salary is defined as 13 months’ salary
i.e. 13th cheque included, and the member earns
additional remuneration then it will be difficult
for the member to reach 27.5 percent of total
remuneration.
For example
12 months’ salary

R540 000

Pensionable

13th cheque

R54 000

salary

Performance bonus

R134 000

Employer medical contribution R46 700
Employer pension contribution R65 340
Car allowance

R60 000

R594 000
R900 040

27.5% of pensionable salary = R163 350 per year

If our subject’s annual contributions to retirement
funding comprise:
Employer contribution of 11% of
pensionable salary
Own contribution of 16.5% of
pensionable salary (per the rules)
That’s

R65 340
R98 010
R163 350					

That is 27.5 percent of pensionable salary but only
18.15 percent of total remuneration.
Whether or not the individual can afford to
contribute more he, or she, can still make additional
tax-deductible contributions to retirement funds of
R247 511 minus R163 350 = R84 161 per annum or
R7 013 per month.
If an individual wants to invest more and if the
fund rules permit additional contributions that is a
good place to invest any extra savings. Failing that a
retirement annuity is an alternative.

2. Voluntary versus compulsory fund
membership
There is some confusion about voluntary versus
compulsory fund membership of retirement funds
excluding retirement annuities. When an employer
starts a pension or provident fund for employees
it needs to be registered with
SARS for the employer to be able
to deduct their contributions for
members in terms of S11(h) of the
Total
Income Tax act.
remuneration
When a new fund is introduced
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all existing employees are offered the choice of
joining the fund or not. Every new employee
from then on automatically becomes a member.
Contribution levels are stipulated in the rules of
the fund and differ widely between funds.

3. Withdrawals
Withdrawals of money from pension and
provident funds before retirement are permitted
but can only happen if the member resigns or is
retrenched. It is advisable in these circumstances
for the individual to preserve the benefit for their
ultimate retirement.
Any cash that is withdrawn as a result of resignation
is taxed according to the withdrawal scale.
Cash withdrawn from a retirement fund as a
result of retrenchment will be taxed on the same
scale as a retirement fund cash withdrawal at
retirement.
Withdrawals of cash from a retirement annuity
fund are not permitted until the member reaches
55 and even then only a maximum of one third
may be taken out.
If the amount in any fund is R247 500 or less at
retirement the benefit may be taken in cash from
age 55 onward.

4. Regulation 38
Mention is made in the article of transferring
benefits on resignation or retrenchment to
preservation funds, retirement annuity funds
or the retirement fund of a new employer. All
perfectly correct except that the option of
leaving benefits in the fund of the company you
are leaving is ignored.
Even at retirement members may now postpone
their retirement by leaving their money in

the old fund or transferring it to a retirement
annuity or preservation fund and retiring at a
later date.
The advantages of leaving one’s money in the
old fund are a) the costs will be very low; b)
your investments are overseen on a regulated
basis by the trustees; and c) the fund is required
by law to provide you with some support when
you do decide to leave or retire.
The problem of being taxed when transferring
from a pension to a provident fund will cease on
March 1st, 2021. (as all funds are now classified
as pension funds).

5. Retirement basics
Cash withdrawals
When retiring from a pension fund the member
may withdraw up to one third of the fund value
in cash. There is a misconception that members
must either take one-third in cash or nothing.
You may take as much or as little as you like as
long as it is not more than one third of the total
value of the fund when you retire.
A retirement annuity is also a pension fund so the
same rules apply. In both cases if the benefit at
retirement is R247 500 or less the full amount can
be taken in cash.
Investing in pensions
The balance of pension and retirement annuity
funds, which can never be less than two thirds
of the maturity amount must be invested in a
pension for life. There are three alternatives here:
• A pension that is guaranteed to pay a pension
until death for the life of the retiree and
spouse, whoever dies last; or,
• A living annuity which is a pension where you
manage your own investment but where
nothing is guaranteed; and/or,
• A combination of both.
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A provident fund is different and retirees may take
the full amount in cash when they retire. However
they may also invest as much as they like in a
pension. A new set of rules for provident funds
comes into effect on 1st March 2021. (subject to
the Taxation Laws Amendment Act 2020).
These will start the process of aligning pension
and provident fund benefits. (The effect on
provident fund members will be as follows:)
• As from 1st March 20201 new contributions
from members younger than 55 will be made
to a pension fund;
• Existing amounts of the above members
provident fund will remain as provident fund
benefits;
• Benefits of members who are 55 and older
as at 1st March 2021 will not be affected in any
way. and will continue to have access to a full
cash option of all monies past and future up to
retirement.

6. Retirement annuities
There are two types of retirement annuities:
• Conventional or insurance policy retirement
annuities; and,
• Unit linked retirement annuities.
Conventional retirement annuities are
structured as policies. They seem to be dying
out as new business but there are still plenty
around. When you start one of these you choose a
maturity date, usually the age at which you intend
to retire (Age 55+). That then establishes how
long the policy will run.
If it is for a 20-year term the insurance company
then works out how much to charge you and takes
the annual cost out of your investment value each
year. This is called amortising the cost. If you
want to stop paying or retire before the term is
up the life company will deduct the discounted
value of the costs still outstanding before giving
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you a value. These costs are called unamortised
expenses.
Depending on when the policy was started you
may or may not have chosen your own investment
portfolios. Nevertheless their performance and
your contributions will also determine how your
retirement annuity grows.
Unit linked retirement annuities.
These retirement annuities have the same
characteristics as the conventional products
insofar as contributions, paying of benefits both
in retirement and on death. Where unit-linked
retirement annuities differ is that costs are treated
differently and the choice of investment linked
investment portfolios is in the hands of the
member.
Costs are treated more simply. Costs are charged
every month on a pay as you go basis. If an
individual matures a unit linked retirement
annuity there are no hidden costs. Because these
products offer choices of unit trust portfolios it is
easier to change portfolios.
When transferring from a conventional
retirement annuity to a unit linked one the value
that is transferred will have the outstanding
(unamortised) costs deducted before the money
moves. When people suggest that you check
on what that deduction will be, remember that
staying where you are you will still pay those
costs. So if you believe that moving will benefit
you through lower costs and the ability to choose
better investment portfolios you need to give it
serious thought.
We are troubled that advisors ignore the option
for members to preserve their pension money
in the fund of the employer they are leaving.
Leaving money in a lower cost and trustee
overseen environment seems to be a real benefit to
members. For whatever reason this occurs it is not
a development that benefits fund members.
n
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GRAVY

W

e all know that ESG
(environmental, social and
governance) criteria are the three
pillars of responsible investment.
So here’s a poser for RI
enthusiasts: what’s to be done where
you consider that the governance
aspect of an investee company
is disgustingly egregious but the
share performance is fabulously
enriching; where “engagement” with
company management will be futile
but disinvestment will sink your
portfolio’s asset value?
Now suppose that the company
is Naspers/Prosus whose stake in
Tencent sustains the JSE. To hold,
in denial of your RI commitments,
or to sell, in denial of your return
objectives?
To spare yourself the quandary,
don’t read the item below.
uuu
uu
uu
n the 13 February edition
of UK weekly The Spectator,
distinguished columnist Charles
Moore reports that Chinese technoconglomerate Tencent had paid £700
000 to purchase the professorship of
physics at New College, Oxford.
Moore continues: “The problem,
which Oxford seems to ignore, is
that Tencent acts for the national
security interests of the Chinese
Communist Party....
“There is no basis of trust. Our
universities need to understand that
China spies on its own students
abroad, steals secrets from research

I

here, and skews British university
work to cast the CCP in a favourable
light.”
Identifying instances of Chinese
sponsorships at other Oxbridge
universities, Moore argues: “One
needs to know who is paying and
what terms are demanded.”
One also needs to know whether
anybody at Naspers or Prosus will
ever ask, either in anticipation of
getting a dishonest answer or in fear
of getting an honest one.
uuu
uu
uu
way to pay off the Eskom
debt in a single swoop is by
encouraging the Asset Forfeiture
Unit to let rip.
Judging from revelations at the
Zondo commission, there’ll then be
plenty to pay off Eskom and further
chop the country’s fiscal deficit
besides.

A

uuu
uu
uu
hat would additionally
sweeten such a move by the
AFU is the tax situation.
First, the proceeds of corruption
are taxable. Second, if these proceeds
haven’t been declared to SARS, the
taxpayer is liable for penalties too.
And then SA will emerge
from the R1bn cost of the Zondo
commission at a healthy profit.

W

uuu
uu
uu
ccording to its website, the
paid circulation of the Sunday

A

Times weekly print newspaper is
442 000 copies. However, according
to the latest figures from the Audit
Bureau of Circulations, it’s only 106
000 copies.
That’s an horrendous drop,
reflecting the dire straits of the
industry and perhaps also explaining
why the ST isn’t in a rush to update
its website.
uuu
uu
uu
feminist’s ways to tell that
computers are masculine:

A

u They have lots of data but are still

clueless:

u They’re supposed to help you

solve a problem, but half the time
they are the problem;

u As soon as you commit to one,

you realise that you could have
had a better model if you’d waited
a little longer.

uuu
uu
uu
n the 1940s historian C W de
Kiewiet famously observed
that SA advances economically
by windfall and politically by
disaster.
Once again, the economics part
is proven by the commodities surge
reflected in SA’s latest budget. On
experience of the Zuma years, proof
of the political part is imminent.
Being neck-deep in disasters,
become an optimist.
n
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ROLEEN
HAS 53
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Roleen Alexander: Fedgroup Beneficiary Fund Administrator

THAT’S BECAUSE OUR ADMINISTRATORS TREAT OUR BENEFICIARIES LIKE FAMILY
When a breadwinner passes on, their Section 37C benefits could determine the destiny of their
dependants. However, too often these benefits are administered along the same lines as a pension
fund, with no concern for the unique needs of beneficiaries. Fedgroup rejects this one-size-fits-all
approach in favour of our specialist Beneficiary Care offering. Our administrators form personal,
lasting relationships with our beneficiaries, supported by a state-of-the-art administration system
that ensures cost efficiency, simplicity, transparency, and industry-leading service levels and
response times. Our fully inclusive offering provides educational, physical and emotional support
services, and also ensures that our Trustees are always on call for ad-hoc requests and decisions.

So, when comparing us to our competitors, make sure that you’re comparing like for like, and you’ll discover, just like our
clients did, that nobody cares about beneficiaries like we do.

BENEFICIARY CARE

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

When it comes to the well-being of students,
this is how we rise to the occasion.
Student living is something we take very personally. Today’s
students are tomorrow’s leaders. So, we’ve brought them
Rise Student Living – fully-furnished student accommodation
just around the corner from the University of Pretoria. It’s a
perfect example of impact investing – investments made to
generate a positive, measurable social and environmental effect
alongside a financial return. We support responsible investing to
help create investments that are good for clients and the world we
live in. We want our clients to do well and do good. Because, when
it comes to sustainable investment growth,for us, it’s personal.

Contact us at emailus@momentum.co.za or visit momentum.co.za/momentum/
invest-and-save for more information about outcome-based investing.
Momentum Investments is part of Momentum Metropolitan Life Limited, an authorised
financial services (FSP6406) and registered credit (NCRCP173) provider.
MI-895-AZ-9914-CL

