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The year has certainly flown by. By the time you receive this edition 
of Pensions World, you will already be wrapping up business for the 
year, no doubt. 

When government introduces great changes to the industry: trustees, 
principal officers and service providers alike are required to respond 
fast in order to bed down these new legislative changes. We are required 
to warrant that all aspects of our funds’ operations are aligned to 
these changes and must ensure that our funds and members are not 
prejudiced. For the past few years, we have been in this reactionary 
space. However, thankfully, the quieter legislative space in the retirement 
funds industry has continued and we have had some time on our hands 
to reflect. 

As a result, we have hopefully found some time to think about how 
things are working, which items of fund management require tweaking 
and which require a total overhaul. With this in mind, a few of our feature 
writers have explored ways to improve our employee benefits offerings. 
The great advantage of living in current times is the access to the “global 
village”, with consequent opportunities to easily investigate the details of 
employee benefit programmes that other countries have introduced. We 
can then model these changes on our own unique set of circumstances, 
socio economic demographics as well as unique challenges and cobble 
together reforms which work for us.

In our first article, Kobus Hanekom revisits a feature of retirement fund 
reform which has had very little air time since it was introduced by 
government. Until such time as the majority of South Africans have 
access to some form of retirement funds savings, our savings culture 
in SA will never be rehabilitated. Kobus therefore looks to the UK for 
inspiration and provides us with an enlightening set of possible choices 
that government may make.

Following this thought process, Anne Cabot-Alletzhauser urges us 
to ask different questions of ourselves and in turn come up with a 
far more suitable set of savings choices for employees. She looks to 
Singapore for inspiration for a better and more flexible savings model, 
which accommodates more than mere retirement funds savings. She 
asks us to imagine how more engaged our employees would be, if our 
savings schemes accommodated employee choice to use their savings 
towards their housing, their or their children’s further education, health 
insurance, investments, etc.

From new design thoughts to consolidating our current offerings, 
Michelle Acton argues that the era of stand-alone funds per employer 
has passed. She encourages those of us who have not made the move, 
to transfer our members into pre-packaged umbrella fund solutions.

As many of us have already made this move, we thought it best to unpack 
some of the elements of these arrangements, in a bit more depth. 
David Gluckman argues that independence remains key, even when 
employers have already bought into the concept of a sponsor-controlled 
umbrella arrangement. He feels that independent consultants balance 
the sometimes unequal playing field between the sponsor and the 
individual member. They act as an advocate and play a pivotal role in 
protecting umbrella fund members’ rights and interests.

One of the proposals made by National Treasury was for funds to 
implement in-house annuity defaults for members on retirement. John 
Anderson sets out some most useful results of a due diligence exercise 

Comment

David Weil
Managing Director

Investment Consulting and Trustee Services

conducted, demonstrating how major commercial umbrella funds in 
SA have begun to apply this practice. Still in keeping with the theme of 
retirees’ protection, Karen Wentzel helps us to understand the complex 
ins and outs of annuity combinations.

On the investment front, hedge funds and private equity as an asset 
class continue to mystify many of us laypeople. For this reason, we 
have included an illuminating article by Bruce Simpson on how hedge 
funds work and why they continue to remain a viable option for long-
term investment strategies used by retirement funds. In addition, Erika 
van der Merwe makes a case for the private equity asset class and its 
diversification benefits.

From the broad to the specific, we look at some financial planning tips 
for individual investors and women in particular. Nigel Green reminds 
us of the emotional pitfalls to avoid when embarking on a long-term 
investment strategy. Francois le Roux customises general financial 
planning principles for the specific lifestyle needs that women may have, 
at various stages of their financial cycles.

Our theme of consolidation and reflection would not be complete 
without revisiting some rather tricky legal aspects of retirement fund 
management. There is a saying: “When money talks…”. This was never as 
true as when faced with squabbles between members and employers 
on whether or not an employer is legally entitled to withhold and make 
deductions from members’ benefits as a result of the employee’s fraud, 
theft or dishonesty. Although the legislation on this is relatively simple, 
in practice this section 37D piece of law raises as many questions as it 
does answer and Roger Spence gives us a great set of guiding principles, 
to assist. 

Another area of fund management which causes more than a few grey 
hairs, is that of the distribution of death benefits. The government 
bestowed the unenviable task of King Solomon’s role on fund trustees, in 
the form of equitably dividing deceased members’ death benefits among 
their beneficiaries. It is quite easy to get oneself lost in this complex 
aspect of fund management, which is why guidance reminders are quite 
useful. Carmen Schubert demonstrates how PF130 can be used to assist 
trustees in this onerous task.

Lastly, Mpho Kgomongoe gives us our regular legal updates article, 
featuring information on the time period allowed by law to fill a vacancy 
on a funds’ board and the appointment of a Protection of Personal 
Information Regulator. She also sets out the most important points of 
a high court case which ruled that living annuities do not form part of 
estate assets on divorce.

We hope our loyal readers have gained some useful insights in this edition 
of Pensions World and we thank you for your continued support. p
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In his 2016 Budget Speech, the Minister of Finance said 
that despite the postponement of annuitisation for 
provident funds, government remains committed to 
its retirement reform objectives, as announced in the 
2014 Budget update on retirement reforms. The key 

elements of these reforms are:

•	 Mandation	or	auto-enrolment.

•	 Improving	fund	disclosures.

•	 Getting	defaults	right.

•	 Consolidating	the	number	of	funds.

•	 Simplifying	retirement	savings	products	and	enabling	
portability between providers.

•	 Ensuring	effective	intermediation.

We await the second draft of the default regulations and 
the	 requirements	 for	 the	Effective	Annual	Cost	 (EAC)	
measurement. Fund consolidation is being encouraged 
and there is talk of special regulations for umbrella funds. 
We have also seen the introduction of measures that 
support simplified and continued fund membership, 
which uphold the transferability/portability of benefits 
between funds.
 
What we have not seen any movement on in recent 
times, is mandation or auto-enrolment. This may be one 
of the aspects that have been delaying the publication of 
the comprehensive social security reform paper. Auto-
enrolment can be a total game changer for us in South 

Africa. In the UK, it was accompanied by prescribed 
maximum fees. If invested in the default investment 
portfolio, the total charges to a member may not exceed 
75% of the assets under management. The retirement 
fund landscape in the UK has changed significantly since 
October 2012, when the roll-out began.
 
A big challenge for the UK, as it will be for South Africa, 
is how to include the ‘unpensioned’ at the lower 
end, especially those employed by small employers. 
Retirement fund providers did not have much traction 
in this end of the market for obvious reasons. It was 
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Retirement fund 
auto-enrolment: 
How will it affect 
us in South 
Africa

Kobus Hanekom
Head	of	Strategy,	Governance	and	

Compliance
Simeka Consultants & Actuaries
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therefore necessary for the state to establish a fund that 
could provide a retirement fund offering at an affordable 
fee.	 Because	 of	 Eurozone	 laws,	 the	 state	 was	 only	
allowed to establish and operate such a fund after they 
had gone through a legal process in terms of which they 
established a ‘market failure’ in this sector.
 
Once “market failure” was established, the National 
Employment	 Savings	 Trust	 (“NEST”)	was	 established	
to serve the low-income market, particularly. This new 
‘state fund’ is funded by a £600 million loan facility by 
the state, which is currently standing at £400 million. 
The fund has been very successful. All services are sub-
contracted to the private retirement fund industry, i.e. 
those who can compete in the high volume low margin 
space. The National Audit Office has recently given them 
a clean bill of health on all their procedures. With the 
latest tranche, employer participation has grown from 
40 000 in January 2016 to 100 000 at the end of April.

UK employers who do not have their own defined 
contribution fund have a choice of two fund types: the 
first being master trusts, which are the South African 
equivalent	of	an	umbrella	 fund.	The	second	 is	a	Group	
Personal	Pensions	 (“GPP”)	which	were	developed	 two	
decades or so ago in an attempt to reduce costs and 
make pension provision more widely available. These 
can best be described as a retirement annuity policy 
issued by an insurer without the need to establish a fund 
and	appoint	 trustees.	NEST	 is	constructed	as	a	master	
trust. It has both an executive board, responsible for the 
business of the operation, and a board of trustees who 
have a fiduciary duty to the members of the fund.

In the 2015 Aon survey, 56% of the employers surveyed 
had	 their	own	defined	contribution	 funds,	38%	a	GPP	
and 4% a master trust. According to the UK Pensions 
Regulator, in April 2016 master trusts were used by 76% 
(3.9 million) of savers in schemes being used for auto-
enrolment. This is a significant shift, primarily fuelled by 
smaller employers who had to enroll and select a fund. 
NEST	currently	 enjoys	 a	market	 share	of	 around	50%	
of new business, The Peoples’ Pension approximately 
30% while the balance of 20% is serviced by some 110 
providers (estimates vary) with most of these being 
master trusts.

At the beginning of the year, around 100,000 employers 
had enrolled. In the next two years, more than 1.8 million 
small and micro employers (less than 30 staff ) are 
expected to embark on this journey. An estimated 90% 
of the UK employers must therefore still comply. Of 
those, 66% are micro employers with just four members 
of staff. Just less than half of those have only one 
employee. Upwards of 5 million workers are now saving 
towards retirement.

One of the many effects of auto-enrolment and the 
cost containment measures introduced is the evolution 
of typical services offered by and to retirement funds. 
Risk benefits simply do not form part of the basic fund 
offering. It is an additional and separately negotiated 
benefit, as is benefits consulting and any member 
guidance and support services.

One wonders what the implications of auto-enrolment 
may be in South Africa.

If	 the	Government	were	 to	 introduce	auto-enrolment,	
how would the lower end of the market be served? As 
was the case in the UK, the small end of the market 
cannot be served cost effectively by the current 
providers in terms of current legislation. We therefore 
also have market failure in this sector and will have to 
establish a special fund. Thus far, every indication has 
been that such a fund will be a state-controlled fund. 
Admittedly, the NSSS was put forward in the context of 
mandation and not auto-enrolment.

The question is, will a state fund work at this point? 
Futurists tell us that the difference between those 
countries that are rich and those that are poor comes 
down to one critical factor – good institutions. One of 
the concerns of the rating agencies, who will determine 
whether we are downgraded to junk status or not, is our 
institutions. Worker resistance to the T-Day reforms 
also gives us a good idea of how they may respond if 
compelled to pay their money into a state fund.

We may therefore have to look more carefully at the UK’s 
auto-enrolment solution. There will no doubt be service 
providers	who,	with	the	help	of	a	loan	from	Government,	
will be prepared to take on the challenge. p
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Anne Cabot-Alletzhauser
Head of the Research Institute

Alexander Forbes Financial Services

What could a better 
benefits model look 
like? The challenge

Consider this: during the 40-some-odd years that an 
individual is employed, most of their interactions with 
their benefits simply follow a format that has been 
conceptualised by another party (the boards of trustees 
or the employer). This must in turn solve for a broadly 
generalised employee need that may or may not represent 
the individual’s own needs. As defaults become more 
widely employed, decisions around employee benefits are 
tending to fall into the ‘set and forget’ mode of financial 
engagement. It stands to reason then that employees are 
neither invested emotionally in the process nor any more 
financially savvy because of the process.



December 2016  Pensions WorlD 9

in Singapore’s economic success story that is worth 
noting. Just before Singapore achieved self-governanace 
in 1959, Singapore looked set to introduce a social 
insurance or public assistance plan similar to a number 
of other post-colonial government-funded social 
security systems. But wiser minds prevailed, and the 
view emerged that these limited government resources 
could be better applied elsewhere. Retirement savings 
were simply not the highest priority for an emerging 
economy fiscus1.

Singapore made the conscious decision that it was not 
in their interests to become a welfare state. As such, the 
central tenet of their compulsory savings vehicle, the 
Central Provident Fund (CPF), was that “the individual 
was responsible for determining how best to secure the 
future of their financial well-being“2. That meant that, 
although both saving and preservation in the fund was 
compulsory for citizens of Singapore until the age of 55, 
there was still an extraordinary amount of latitude given 
to individuals on how best to apply those funds to secure 
their financial protections. In the CPF, individuals can 
determine whether to use their savings to fund:

What if we completely reframed the question – and in so 
doing, reframed the potential answers?

What if we said to employees: “we want you to engage 
in a long-term savings programme. It’s good for you, 
your families and the economy. But let’s widen up the 
opportunity set for you as to how you could use these 
savings for things that are more relevant to your life, at 
each step in your financial cycle.” We believe individuals 
would start paying more attention then. More importantly, 
by shifting our focus to developing higher levels of fiscal 
responsibility and financial knowledge, this should have 
the knock-on effect of alleviating a dependency on 
government.

In grappling with these questions, we found one other 
country that has successfully tackled these exact issues.

Singapore: a case in point

Singaporeans may seem worlds apart from South 
Africans and the types of trials that have affected us 
over the last few generations, but there’s one aspect 
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Source: Central Provident Fund
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a credit default rate that has remained constant between 
0.12% and 0.15% for some time; and it ranks number one in 
the State Street Center for Applied Research 2014 Study 
on Financial Literacy.

Perhaps the greatest innovation of the CPF is the 
recognition that for individuals to really engage with a long-
term savings plan, they need to be able to leverage their 
account resources at strategic points along their financial 
life cycle. These funds could ultimately be used for a 
select range of asset-building and capital development 
purposes in the course of an individual’s financial life 
cycle. This could be achieved while simultaneously 
ensuring that there are minimum reserves to fund post-
retirement income and medical aid needs.

Would a Singapore-like model work for 
South Africa?

Should the system be a role model for South Africa? The 
answer is probably not, in its current form. To begin with, 
this is a 100% government administered initiative. At this 
point in South Africa’s evolution there are too many other 
priorities on government’s plate to undertake a project 
this ambitious. But there is nothing to stop the private 
sector and employers in particular from providing their 
employees with something that closely approximates this 
“guided architecture” for financial planning. 

The reality in South Africa is that we do not have an 
old-age problem. Our demographic profile is distinctly 
different to the Western and even Asian economies. 
South Africa has a youth problem. And unless we can 
find a way to redeploy savings of families to tackle the 
challenge of social mobility, forcing people to place a 

•	 Their	housing.

•	 Their	or	their	children’s	further	education.

•	 Their	health,	with	options	for	basic	medical	coverage,	
additional hospital coverage for emergencies and 
post-retirement frailcare demands.

•	 Their	investments.

•	 Their	income	protections.

•	 Topping-up	 other	 family	 members’	 retirement	 or	
medical coverage.

•	 Longevity	insurance.

What was particularly bold about the Singapore model is 
that while it acknowledged that saving for retirement was 
indeed important, it was not seen as the only important 
priority for a developing economy or the citizens of that 
economy who were still battling to acquire the basic 
necessities to maintain a viable financial existence. 

At first glance, any compulsory savings model that 
demands 40% of one’s income would seem untenable. 
But consider exactly how much an individual already 
allocates to housing, education, medical aid, retirement 
and risk protection and that allocation is well in excess 
of 40%. The Singapore model simply argues that by 
managing these savings requirements collectively and 
cost efficiently, one has a far higher probability of being 
able to cover those collective demands. 

Today Singapore has one of the highest savings rates in 
the world (24%), ranking just behind China and India; it has 
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Male

3 2.4 2.41.8 1.81.2 1.20.6 0.60 0

Population (in millions) Population (in millions)Age Group

FemaleSouth Africa – 2014
100+

95 – 99
90 – 94
85 – 89
80 – 84
75 – 79
70 – 74
65 – 69
60 – 64
55 – 59
50 – 54
45 – 49
40 – 44
35 – 39
30 – 34
25 – 29
20 – 24
15 – 19
10 – 14
  5 – 9
  0 – 4



•	 Provision	could	be	made	 into	an	emergency	savings	
vehicle that allows them to dip into reserves before 
being forced to cash in their funds.

What our members really need are products and solutions 
that actually teach them how to get from point A to point 
B in their financial journeys. It’s not enough, for example, 
to offer people options such as pension-backed housing 
loans. The real challenge for first-time asset owners is not 
so much the funding, as it is learning how to manage the 
ongoing financial responsibility of owning an asset. 

Bottom line: An effectively structured benefits pro-
gramme could prove to be a powerful framework for 
creating a targeted financial planning tool that serves the 
interests of all South African employees. How far could we 
possibly push our current employee benefits framework 
and how close could we come to capturing some of the 
Singapore success story? We think further than you might 
first imagine. p

primary focus on saving for retirement will be a futile 
exercise. 

It would be great if we could all agree that it is the spirit of 
what this model is trying to address that is so powerful. 
If we can resist the temptation to become caught up 
in trying to emulate the details of their programme, 
we believe there’s much of the essence of their model 
that we could begin to capture through our private 
occupational funds.

Currently South Africans are retiring with 32% replace-
ment ratios. This is a function of the fact that as 
employees move from one company to the next, only 
8% appear to preserve even a portion of their previous 
savings3. Until we sort out the issues around what needs 
to be mandatory in our long-term savings programme, this 
will continue to be the norm.

We can engage with this reality in the following ways:

•	 We	 can	 chal lenge	 whether 	 secur ing 	 a 	 75%	
replacement ratio really is the most critical target when 
there are any number of ways that individuals can 
secure a stable retirement environment, above and 
beyond that explicit income.

•	 We	can	extend	an	 individual’s	commitment	 to	 their	
long-term savings programme by enabling them to 
solve for other imperatives in addition to retirement 
income.

F
U
N
D

&

B
E
N
E
F
I
T

D
E
S
I

G
N

I
N
N
O
V
A
T
I

O
N

 FOOTNOTES:

 1 Singapore Ministry of Finance, 1964.

 2 Ng, 2000.

 3 Alexander Forbes Member Watch Survey, 2015.
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The 
shift to 

umbrella 
funds – Is 
it the right 

option 
for your 

company?

Michelle Acton
Old Mutual Corporate Consultants

Given	the	increasingly	complex	retirement	
fund landscape and ever-expanding 
regulatory requirements, implementing 
a scheme for employees to save for 
retirement may seem like a daunting 
prospect for a business. 
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Research conducted by the 2016 Old Mutual 
Savings & Investment Monitor shows the strong 
need for businesses to implement retirement 
fund benefits. As much as 63% of consumers 
- specifically metro, working South Africans, 

are experiencing severe financial stress. As a result, they 
are depleting their savings and are increasingly relying 
on credit. Not only do formalised employee benefit 
arrangements help staff to achieve financial wellbeing 
in retirement, they also ensure that family members 
are provided for, should an employee responsible for 
household income die.

Broadly speaking , employers who want to provide 
retirement benefits for their employees have two options 
available. The first is a standalone fund, whereby the 
employer establishes a retirement fund specifically for its 

employees, is managed by a board of trustees comprised 
of both employer and employee representatives. The 
second option is an umbrella fund, which is a fund that 
accommodates the employees of multiple employers and 
is managed by a professional board of trustees.

Employers	are	 increasingly	opting	to	outsource	non-core	
activities to expert providers. So instead of managing 
employee benefits in-house, they are opting for umbrella 
funds. Umbrella funds are a cost-effective and efficient 
way for a company to provide a comprehensive set of 
retirement fund benefits for its staff. They furthermore 
allow the company to maintain focus on its core business, 
whether that is mining, manufacturing or retail.

Umbrella funds have evolved substantially over the past 
10 years and in current times are capable of managing 
the most complex company requirements. They offer 
participating employers various levels of control in 
relation to the benefits provided to their employees. 

For those companies with an existing standalone 
retirement fund, deciding whether or not to move to 
an umbrella fund is not a simple decision and can’t be 
determined based on cost alone. There are pros and 
cons to both types of funds. The most appropriate 
solution will depend on the size of the company and 
number of employees, as well as the nature of the 
existing employee benefit arrangements. This choice 
will also hinge on the company’s willingness and ability 
to deal with the complexity and risks associated with 
the standalone fund’s management. It is important 
for employers to consider all these elements and then 
select the fund type that best suits the company and its 
employees.

Even	once	the	decision	to	move	to	an	umbrella	fund	has	
been made, choosing the right umbrella fund is also not 
a simple task. Selecting an appropriate umbrella fund is 
a complex decision that requires careful consideration, 
including a detailed evaluation of the various umbrella 
fund	 options	 available.	 Employers	 should	 gain	 an	
in-depth understanding of the features and flexibility of 
the specific solutions being offered, before selecting an 
option for their employees. p
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Umbrella funds have evolved 
substantially over the past 

10 years and in current times 
are capable of managing 

the most complex company 
requirements. 
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The South African retirement fund landscape 
has seen a massive growth of the umbrella 
fund market over the past few years. However, 
as new-generation umbrella funds evolve 
in response to regulatory influences and 
changing client needs, the debate around 
consulting fees has also intensified – giving rise 
to an important question: do consultants still 
have a role to play? 
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David Gluckman 
Head of Special Projects 

Sanlam	Employee	Benefits

Umbrella 
funds: The 
role of the 

independent 
consultant 

“remains 
vital”
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The South African retirement fund landscape has seen 
a massive growth of the umbrella fund market over the 
past few years. However, as new-generation umbrella 
funds evolve in response to regulatory influences and 
changing client needs, the debate around consulting fees 
has also intensified – giving rise to an important question: 
do consultants still have a role to play? 

We	 argue	 that	 that	 they	 do.	 Ensuring	 effective	 com-
petition in the umbrella fund market, independent 
consultants must continue to play the vital role as the 
trusted face-to-face confidants of clients. Recent debate 
has centered on whether consultants introduce an extra 
and unnecessary layer of costs, or whether they actually 
add value to umbrella fund members. It has been asked 
if major commercial umbrella fund sponsors could not 
provide these advisory services instead, thus saving costs 
for members.

It is our view however, that good consultants can 
and do add significant value to their clients. They 
furthermore represent an important balance of power 
when it comes to the protection of members’ interests 
and investments. There are of course, both good and 
bad consultants and intermediaries. We need to find a 
model where existing market forces create a push for 
intermediaries to continually up their game, in order to 
be competitive. There are many good intermediaries 
who fight for the rights of their clients. They also serve as 
effective protection, ensuring that product providers are 
continually aware of the need to provide quality service in 
an increasingly competitive environment.

We are of the opinion that that commission should 
be deregulated – in an environment of unregulated 
commission scales, intermediaries would be forced to 
demonstrate their true value-add to fund members. This 
would include proving their degree of independence 
from product providers. Certainly the market that we 
would end up with, would be very different to how it looks 
today. We would argue that this would result in a better, 
more efficient market, with fewer but more effective 
intermediaries - each forced to continually focus on 
delivery to their clients.

Ideally, umbrella funds should develop a governance 
model in which the services to be provided by consul-
tants are clearly defined and contracted in writing. These 
services would be remunerated on a monthly fee-for-
service basis and not on a commission basis. Such 
services might evolve and differ from the traditional 
intermediary services provided to retirement funds. 
However, it is our firm view that consultants remain 
pivotal when it comes to advisory and communication 
services.

Umbrella fund sponsors could in theory step-in and 
provide similar services to those offered by consultants. 
However, there would be no cost saving to clients in 
instances where the identical level of services is 
provided. Worse still, we believe this would represent 
a significant backward step to building a commercially 
competitive umbrella fund industry. p
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Ideally, umbrella funds should 
develop a governance model 

in which the services to be 
provided by consultants are 

clearly defined and contracted 
in writing. 



December 2016 Pensions WorlD16

F
U
N
D

&

B
E
N
E
F
I
T

D
E
S
I

G
N

I
N
N
O
V
A
T
I

O
N

Umbrella 
funds: 
Are current in-fund 
annuity strategies fit 
for purpose?

John Anderson
Portfolio Manager
Sygnia	Group

Umbrella funds are increasingly becoming 
the most widely used vehicle for companies 
to provide retirement benefits for their 
employees. The main objective of an umbrella 
fund is to enable members to accumulate 
investments during the course of their working 
life and then provide them with a reasonable 
income when they retire. This is achieved by 
purchasing an “annuity” with their retirement 
capital.  
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As is the case in many other countries in the world, in 
South Africa we observe the “annuity puzzle” where 
the vast majority of individuals do not make use 
of life annuities. Rather living annuities are chosen 
despite economic models showing that rational 
individuals should convert a greater proportion of their 
accumulated savings using life annuities. This is one 
of the key issues that National Treasury is trying to 
address, to ensure that the pensions of individuals last 
longer.

It has largely been recognized that introducing default 
arrangements can assist in addressing this. In line with 
this thinking, National Treasury is expected to release 
new regulations in due course, requiring umbrella funds 
to implement default annuity strategies.

Until now, most umbrellas have not allowed members 
to retire within the fund. Instead, individuals have had to 
utilise options within the retail market, often with high 
fee structures and insufficient longevity protection. More 
recently, some umbrellas have started providing options 
for individuals to retire within the fund (ie at retirement, 
an individual remains a member of the fund and is paid 
a pension from the umbrella directly). This is a positive 
development, as this often results in better pensions for 
retirees.  

In designing an appropriate default annuity arrangement 
it is important to consider two essential member 
requirements, being the retiree’s remaining lifetime 
spending needs and sufficient liquidity to provide 
for shock events and/or a legacy for heirs. These 
factors must be incorporated, in order for any default 
arrangements to be successful. 

To assist in evaluating whether current defaults address 
these issues, below is a high level summary of the key 
features of the in-fund annuity arrangements offered by 
some of the main umbrella funds in the market, based on 
available marketing material:

The table highlights a number of important issues:

•	 Whilst	 some	 umbrella	 funds	 have	 made	 in-fund	
options available, they have stopped shor t of 
advocating the in-fund arrangement as a “default”. 
This leaves retirees at risk of making an inappropriate 
choice of annuity, when no advice is offered.      

•	 Some	umbrella	funds	have	only	made	living	annuities	
available. While living annuities are an important 
ingredient to assist in providing liquidity for shock 
events and a legacy for heirs, they do not provide 
adequate longevity protection.

•	 Umbrellas	 making	 living	 annuities	 available	 have	
different approaches in managing the drawdown 
rates. Some limit the drawdown rates as well as 
offer default drawdown rates that are designed to 
ensure that the income provided to the individual is 
sustainable. Others simply leave the decision to the 
individual with no mechanisms or support to ensure 
that the income provided is sustainable.  
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Alexander 
Forbes

Sanlam Old Mutual Momentum Sygnia

In-fund annuity 
options 
available

Living annuity Living annuity With-profit life 
annuity

With-profit life 
annuity

Living annuity; with-profit life 
annuity; and a customized  
combination

Trustee 
endorsed 
“default” 

None None With-profit life 
annuity

With-profit life 
annuity

Combined living annuity and 
life annuity
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•	 Where	 life	annuities	are	made	available	by	umbrella	
funds, only with-profit annuities targeting pension 
increases of 100% of inflation are used. This is more 
suitable than inflation-linked annuities which can be 
very expensive, effectively investing in one asset class 
with no provision for pensioners to benefit from future 
economic growth.

•	 Where	 life	annuities	are	made	available	by	umbrella	
funds, these are typically at standard rates without 
enhancements based on the socio-economic or health 
status of the individual. For lower income individuals, 
improved rates add significant value to pensioners by 
providing additional income.

•	 Some	umbrella	funds	do	not	make	any	living	annuities	
available. Whilst economic theory suggests this to 
be a suitable default, the reality is that individuals do 
need to balance providing an income that lasts as well 
as meeting an individual’s need for liquidity and desire 
to provide a legacy for heirs. Individuals are also more 
likely to accept a default that gradually phases into 
a with-profit life annuity, rather than one that forces 
them into the product at the outset. The reasons 
for this include loss aversion, regret avoidance and 
inertia.

In a nutshell, whilst some significant progress has been 
made in the industry to improve how South Africans 
convert their savings into an income, very few umbrella 
funds comprehensively deal with these issues.  

In order for umbrella fund default annuity arrangements to 
be successful, they should be designed to take learnings 
from behavioral finance into account. This can only be 
achieved by changing how the decision is framed at 
retirement, as well as combining the benefits of both living 
annuities and life annuities into one default within the 
retirement fund. p

Alexander 
Forbes

Sanlam Old Mutual Momentum Sygnia

Living annuities

Living annuity 
Investment fees

0.6% - 1.0% p.a.

Approx.

0.36% - 1.0% p.a.

Approx.

N/A N/A 0.4% - 0.8% p.a.

Additional living 
annuity admin-
istration fees

N/A 0.114% of first R1.5 million; R0 
thereafter;  minimum fee of 
R28.50 per month

N/A N/A N/A

Living annuity 
drawdown rates

2.5% - 17.5%, no 
default

2.5% - 7.5%, default 5% N/A N/A Based on 
individual life 
annuity rates

Alexander 
Forbes

Sanlam Old Mutual Momentum Sygnia

Life Annuities

Life annuity rates N/A N/A Institutional / 
group rates

Institutional / 
group rates

Institutional / 
group rates

Pension increases targeted by 
life annuity

N/A N/A 100% of infla-
tion

100% of infla-
tion

100% of infla-
tion

Historical  increases over five 
years to 2015 as % of inflation 
(approx.)

N/A N/A 120%

Approx.

130%

Approx.

140%

Approx.

Enhancement to pension 
based on socio economic or 
health status  

N/A N/A No, standard 
rates apply

No, standard 
rates apply

Yes

Until now, most umbrellas 
have not allowed members to 
retire within the fund. Instead, 
individuals have had to utilise 

options within the retail market, 
often with high fee structures and 
insufficient longevity protection. 
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When considering income products at retirement, 
members want: 

•	 Access	to	good	returns	with some investment choice.

•	 Protection	against	risk	and in particular, investment 
risk and longevity risk.

•	 Access	to	capital, before and after death.

Given	 the	 combination	 of	 needs	 that	 individuals	 will	
have and the risks that they will face throughout their 
retirement years, a single retirement product is unlikely to 
be appropriate.

Every 	 f inanc ia l 	 product 	 has 	 advantages 	 and	
disadvantages, benefits and costs. Incorrect product 
advice and a misunderstanding about the features of 
annuities may lead to mixed emotions and different 
opinions. 

Guaranteed life annuities 

For all life annuities, pensioners carry no longevity 
or investment risk and some of the advantages of this 
cannot be understated:

•	 Income	for	 life. Annuities provide an income stream 
that clients cannot outlive. This is more than just a 
marketing phrase; this is a promise for life. Insurers 
pool all annuity customers together. Although insurers 
do not know exactly when policyholders will die, they 
have a fairly good estimation of their lifespan by using 
mortality tables. 

•	 Annuities	 can	 be	 tailored to meet specific family 
needs. For example, they can provide a benefit that 
equals 75% of the income of the main member to a 
surviving spouse or dependent child. Annuities give 
clients and their spouses the peace of mind that no 
matter how long they may live, their payment stream 
will continue. 

•	 Freedom	 from	making	 investment	 decisions for 
clients. Insurers can invest in a wide range of assets. 
Insurers offer products with attractive returns that 
annuity holders could not access on their own. They 
also release pensioners from the stress of having to 
make their own investment choices. This is especially 
important when cognitive ability starts to decrease 
during old age.
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Karen Wentzel
Head of Annuities

Sanlam	Employee	Benefits

How to 
fund a 
Retirement Income for Life
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•	 The	disadvantage	 is	 that	guaranteed	annuities	offer	
clients an income for life, but no remaining capital is 
left as an inheritance or legacy after death. Further, a 
guaranteed annuity cannot be transferred to a living 
annuity.

Living annuities

Living annuities provide pensioners with an income from 
their retirement savings, offering flexible investment 
choice and withdrawal rates. In exchange for this flexibility, 
pensioners take on the risk that they may outlive their 
savings or experience poor investment returns (known as 
longevity and investment risk). 

Pros:

•	 Flexibility. Pensioners can make investment choices 
regarding the underlying assets in their portfolios and 
can choose an annual withdrawal rate within a range of 
2.5% to 17.5%.

•	 The	remaining	capital is not lost in the event of death 
after retirement and can be paid out to nominated 
beneficiaries. 

Cons:

•	 Living	annuities	do not guarantee an income for life. 
People who live longer than average hold a significant 
risk that they may run out of cash. Statistics indicate 
that people are living longer and this leads to a rapid 
depletion of capital. This is currently the greatest risk 
for pensioners. Living annuities unfortunately offer no 
protection to those pensioners who may outlive their 
cash. Pensioners carry this risk, with no form of safety 
net. 

•	 Release	 from	 the	 ownership  responsibility of 
retirement outcome. Living annuities not only give 
pensioners more flexibility, but also more responsibility 
to make the correct investment decision and select an 
appropriate withdrawal rate. This may be fine when the 
pensioner is 65, but it is not something that they may 
want to worry about when they are 85 years old.

In the travel industry, premium economy class addresses 
more than one need for passengers by offering options 
for affordable, spacious way of travelling. In the same way, 
hybrid and composite annuities address retiree needs 
by way of access to good returns, protection of risks and 
access to capital.

Composite annuities are becoming a popular option in the 
market, with the following versions:

•	 Living	annuity,	phasing	 into	a	guaranteed	annuity	over	
time.

•	 Purchase	of	a	 living	annuity	 together	with	a	deferred	
annuity, at inception.

•	 Purchase	of	a	term	annuity	for	the	first	5-10	years	and	
thereafter affording income from a living annuity.

When commencing with a living annuity and switching 
into a guaranteed annuity later, the big question remains: 
When is the optimal time for this switch to take place?

Let’s compare 2 options, namely:

1. Purchasing a 5% guaranteed escalation annuity at age 
65.

2. Purchasing a living annuity at age 65 and then switching 
into a 5% guaranteed escalation annuity at age 70.

Option 1:

Our calculation shows that for a member retiring into a 
5% guaranteed escalation annuity, with a capital value of 
R1 million, the starting annual pension amounts to R97 974 
per annum.

Increasing this pension annually by 5%, the member will 
receive an annual income at age 70 of R119 088 each year.

Option 2:

This option involves purchasing a living annuity at age 
65, then withdrawing the same level of income as that 
received from the guaranteed escalation annuity, but 
from the living annuity.

If a member buys a 5% guaranteed escalation annuity of 
R119 088 per year 5 years later (the same as the income 
in option 1 after 5 years), the member at age 70 requires 
R1.053 million to afford this. The question is what return 
is needed in the living annuity after fees, during the first 5 
years to afford the guaranteed annuity after 5 years? 

For those who are interested in the details of the actuarial 
models used, all the above calculations are based on the 
PA90 mortality table without mortality improvements. 

With increasing age, the retiring member becomes a 
select life and a guaranteed annuity becomes relatively 
more expensive. The return needed to afford the same 
pension after 5 years is 13.9% per annum, which is a high 
return for a portfolio without investment in higher risk 
assets. Thus, if the retiring member wants to ultimately 
end up in a guaranteed annuity, the best time to do this is 
as soon as possible. p

“The secret to living well is to die without a cent in your 
pocket. But I miscalculated, and the money 

ran out too early”.	Jorge	Guinle
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Hedge funds can add value to institutional 
investment strategies by reducing the 
dependence on traditional solutions and 
helping solve new investment challenges in 
an uncertain investment environment.

Hedge funds: 
The long and the 

short of it

Bruce Simpson
CEO

Sanlam Alternatives
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A lot of responsibility has been placed on 
trustees, not only to limit losses, but also 
to make sure that there is sufficient growth 
in members’ retirement fund portfolios. It 
is important therefore, in this environment 
of lower returns, to offer trustees alter-

native opportunities for sustainable risk-managed 
investment growth, at lower levels of volatility. Alternative 
investments (such as hedge funds) do precisely this. 
They offer retirement funds the opportunity to potentially 
achieve equity-like returns, with lower volatility. While local 
retirement funds are generally under-invested in these 
strategies, globally institutional investors have begun to 
become more open to these considerations, as we enter a 
period of lower investment returns.

Alternative investments, by definition, use non-traditional 
approaches to investing. They typically offer investors 
a distinct set of attributes that are not commonly 
found in mainstream investment products. Alternative 
investments such as hedge funds use non-traditional 
investment strategies such as short selling, derivatives 

and leverage to maximise investor returns, irrespective of 
market volatility.

The tools of modern finance

Alternative investments offer trustees and asset 
consultants the flexibility to invest widely across different 
sectors and asset classes and to respond quickly 
to changes in the market, using tools that may not be 
available to traditional asset managers.

We often refer to these as “the tools of modern finance”. 
Non-traditional approaches to investing have enabled 
hedge fund managers to profit in both bull-and-bear 
markets and capitalise on mispricing between similar 
securities. Hedge funds are designed to reduce market 
volatility for investors by applying these specialist 
strategies and should be considered one of the building 
blocks of a well-diversified investment portfolio.

Derivatives are financial products that derive their value 
from any underlying set of assets, including equities or 
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neutral long and short positions between different 
interest rate instruments, to express the relative value 
view. In other words, investors benefit from changes to 
interest rates and fixed income exposure. The idea is 
to hedge the risk of yield fluctuations and reduce the 
dependency of portfolio returns on cash returns, which 
are driven by interest rates and inflation. Strategies should 
be hedged and would therefore be less risky than typical 
long-only funds.

It is best to keep fixed-interest hedge funds as liquid 
as possible and returns uncorrelated to other asset 
classes. In this way, one is able to avoid the same kind 
of drawdowns that are experienced in vanilla long-only 
funds, during times of market turmoil. Furthermore, stop-
losses are run on directional positions, enabling positions 
to be cut when the market proves a position to be wrong. 
For example, whereas the ALBI lost nearly 7% in December 
as a result of “Nenegate”, a well-run hedge fund was down 
only 0.8%.

Long-short strategies

Long/short equity is a fund management approach that 
involves combining both long positions, i.e. buying shares 
and short positions, i.e. selling stocks you have borrowed, 
in order to make money. The wonderful thing about 
financial assets, such as shares, is that one can reverse 

debt instruments. Short-selling is selling something which 
is not owned, i.e. borrowed. The thinking behind this is 
that by the time it must be returned to the lender it can 
be bought for a cheaper price. Leverage is using debt to 
benefit from market movements.

Volatile markets, such as those being experienced at 
present, offer additional opportunities for hedge fund 
managers. They can profit in both up and down swings by 
going short on the stocks they believe are overvalued, and 
long on the stocks they regard as undervalued.

Using shorting and leverage can introduce some risk into 
a fund, but if used appropriately, these tools can also be 
used to manage risk within a portfolio and to enhance 
returns.

Strategies in action: Relative value

A relative value hedge fund strategy is one that exploits 
differences in the price or rate of the same or similar 
securities. The relative value fund trades on gaps, rather 
than the price of a specific security alone. The relative 
value fund may take positions if the gap between prices 
or rates are considered to have reached their peak and 
are thus expected to shrink. Alternatively it may take a 
position in a security, if similar securities are experiencing 
price changes.

A relative fund manager will take long positions on 
securities considered undervalued, while taking short 
positions on securities considered overvalued. Fund 
managers determine what they consider normal 
differences in prices or rates by examining historical 
movements and taking positions that exploit gaps until the 
normal state is reached.

Using interest rate instruments

Typical levers are hedging, shorting and leverage to 
protect investors during turbulent times. Specific views 
are taken on:

•	 The	level	of	the	interest	rate.	

•	 The	 slope	 of	 various	 yield	 curves:	 the	 fixed-rate	
bond curve, interest rate swap curve, forward rate 
agreements curve and inflation-linked bond curve. 

•	 The	curvature,	i.e.	are	there	dislocations	along	the	yield	
curves that offer relative value opportunities?

Proprietary models then determine whether there are 
statistically significant relative value opportunities.

Specific advantage is taken of dislocations and anomalies 
along the term structure of interest rates, i.e. the yield 
curve. Here, leverage is used to combine mostly market 
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positions is built. This is combined with an active trading 
approach that ensures losses are cut quickly, allowing 
the creation of a fund that delivers a consistent return.

Multiple strategy hedge funds

The primary focus of a fund should be diversification of 
exposures to manage and reduce risks, with the ultimate 
objective being smooth alpha generation and long-term 
risk-adjusted returns. Risk management is key and drives 
the decision-making process. Strategic asset allocation 
is achieved through portfolio optimisation techniques to 
maximise asset-class diversification, while tactical asset 
allocation is utilised to ensure the fund is exposed to 
return-enhancing opportunity sets.

Conclusion

Alternative investments offer institutional investors 
a unique and distinct set of attributes not commonly 
found in mainstream investing. They have numerous 
benefits, particularly their low correlation to traditional 
investment products, their flexibility to maximise returns 
regardless of whether the markets are going up or down, 
their ability to manage risk and significant diversification 
benefits. They use a flexible set of tools which include 
derivatives, short-selling and leverage across a variety of 
asset classes, just like traditional asset management. 

Despite the similarities, alternative investing offers 
retirement funds an important level of diversification 
that is unavailable to these investors in traditional asset 
classes, allowing for the creation of retirement fund 
portfolios with superior return characteristics. Providing 
retirement fund trustees access to this broad set of 
innovative investment tools will ensure the protection 
and growth of the wealth of its members, regardless of 
market movements.  p

the order of events in order to make a profit. We all know 
about “buying low and selling high” but what if one could 
“sell high and then buy low”? That is exactly what is done in 
hedge funds.

Using this approach, it may be possible to double the 
number of ways to make money. By being able to sell high 
and buy low, money can be made from falling markets, as a 
significantly bigger toolbox is available.

It is important to dig into the economic forces that 
are driving the world economy and the local factors 
that impact stocks. By looking through our investment 
telescope, we ask what will the economy look like in 18 
months from now?

What is going on with consumer confidence, i.e. should 
we be buying or selling retailers? Are populations getting 
older or younger, i.e. should we be investing in hospitals 
or schools? Will there be more electric cars on our roads 
in ten years’ time and will we even have our hands on the 
steering wheel, i.e. should we invest in companies who 
make automotive sensors and computer chips?

In this way a set of themes are built up to find companies 
that reflect these views, with strong management. 
The weakest players vulnerable to poor conditions are 
sought and in this way a portfolio of long and short stock 
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 Alternative investments 
such as hedge funds use 

non-traditional investment 
strategies such as short 
selling, derivatives and 
leverage to maximise 

investor returns, irrespective 
of market volatility.
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Erika van der Merwe
CEO

SAVCA
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The latest RisCura-SAVCA South African Private 
Equity	Performance	Report	for	the	first	quarter	of	
2016, shows that the South African private equity 
industry remains resilient. The industry delivered 
a ten-year internal rate of return (IRR1) of 19% at 
the end 31 March 2016, up from 18.5% reported in 
the previous quarter (end of 31 December 2015).

SA 
private 
equity 
continues 
its steady 
performance
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The performance is indicative of an industry that 
maintains a disciplined focus on careful deal selection and 
management, with a view to delivering positive outcomes 
of a financial, social, environmental and governance 
nature for its investors. In an uncertain global, regional and 
local setting, private equity fund managers excel through 
their ability to maintain a long-term investment view, and 
via their multi-disciplined support of investee companies 
through short-term economic cycles.

The long-term nature of private equity has sheltered 
investors from the increased volatility in South Africa’s 
listed markets over the past year. Because the IRRs 
in private equity are calculated partially based on the 
unrealised value of assets, the valuations of these 
assets will only be fully tested on exit. This will prove or 
disprove the robustness of the returns. Furthermore, with 
the typically conservative nature of valuations in South 
Africa, we may see further improvements in returns as the 
market stabilises and exit activity increases.

The	recently	released	SAVCA	2016	Private	Equity	Industry	
Survey showed that funds raised by private equity 
managers investing in South Africa and other African 
markets grew by R15 billion in 2015, to a total of R29 billion 
– the highest on record for the industry. The ability of 
local private equity fund managers to raise capital on this 
scale is an endorsement of the performance track record 
of the industry, as well as investors’ confidence in fund 
managers’ capacity to deliver future returns. 

Intertwined with its returns-boosting role in institutional 
portfolios, South African private equity continues to 
support local and regional economic activity by activating 
the flow of capital into Southern Africa and Sub-Saharan 
Africa. To illustrate this, private equity managers now 
have a hefty R40.6 billion in undrawn commitments 
from investors. This capital will be used within the next 
few years to fund acquisitions in the region and to 
support capital expansion programmes within investee 
companies. p

The latest report, which tracks 
the performance of a represen- 
tative basket of private equity 
funds in South Africa, also 

s h o w s  t h a t  l o c a l  p r i v a t e  e q u i t y 
continues to outperform the South 
African l isted equity market over 
a ten, five and three year period to 
31 March 2016.

In comparison to the 19% returned by 
private equity in the ten years from 
1	April	2006	to	31	March	2016,	the	FTSE/
JSE	All	Share	 Index	 (ALSI)	yielded	 13.1%	
over the same period. Private equity also 
outperformed	the	FTSE/JSE	Shareholder	
Weighted Total Return Index (SWIX TRI), 
which recorded a 13.8% return, and the 
FTSE/JSE	Financial	and	 Industrial	 Index	
(FINDI TRI), which yielded 17.6%. 

While a ten-year measurement period is 
considered appropriate for private equity, 
given the long-term characteristics of the 
asset class and the locked-in nature of 
typical fund structures, a similar pattern 
of returns is evident over shorter time 
periods.

On a returns basis, the three-year and 
five-year returns achieved in private 
equity have outperformed the listed 
market over the equivalent periods. 
Over five and three-year periods, private 
equity funds in this market delivered 
14.9% and 14.6% respectively, which 
compares favourably with the 13.6% 
and 12.8% recorded by the ALSI over the 
equivalent periods.
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 FOOTNOTE:

 1 The annualised internal rate of return (IRR) is used to 
evaluate fund attractiveness. It is the most widely accepted 
method for calculating returns of private equity funds 
achieved over a period of time. The IRR is calculated net of 
fees over all periods.

Graph	1:	Private	equity	returns	over	different	time	periods	
(as at 31 March 2016)
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Failure to properly diversify portfolios is the number 
one investment mistake made by high net-worth 
investors. A new international poll carried out by 
deVere	Group,	has	revealed	the	top	investment	
mistakes high net-worth investors made before they 
sought financial advice.
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Wealthy investors 
reveal their 
biggest mistakes

Nigel Green
CEO	and	founder
deVere	Group
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The number one mistake was failure to properly diversify 
portfolios (27% of the sample). This was followed by not 
having started to invest earlier (23%); focusing on the short-
term (20%); being emotional over investments (15%) and 
not having kept enough cash in reserve (8%). The sample 
included	652	clients	in	the	UK,	Asia,	Africa,	the	Middle	East	
and the US who have investable assets of more than £1m.
 
Ensuring	 one’s	 portfolio	 is	 properly	 diversified,	 is	 one	
of the fundamentals of successful investing – yet it is 
surprising how many people fail to do this. Having a well-
diversified portfolio across asset classes, sectors and 
regions means one is best-placed to mitigate risks and to 
take advantage of important opportunities.
 
This is of particular relevance to South African investors 
who, even if they have some diversity in their portfolios, 
may be looking at diversifying further in a period of 
increased uncertainty. However, we believe that this 
should be standard practice as many individuals globally, 
face similar uncertainty. Such investment mistakes are 
shared across diverse economic environments. The most 
common reason for investment mistakes, even among 
high net worth investors who generally have long-term 
strategies, is focus on short-term returns. Such focus 
requires higher-risk investments and impulsive decisions. 

All too often, even experienced investors focus heavily 
on the short term and there are many disadvantages to 
this. Typically, a short-term investment strategy involves 
considerably higher risks, in comparison to investing over 
a longer period. Other pitfalls of a short horizon include 
the risk that investors sell a quality investment too early, 
due to over-focusing on short-term valuation metrics. 
Alternatively, they may sell an investment when it drops in 
the short term and may then miss out on steady growth in 
the longer term, with potential increasing returns. 

Stock market performance is fairly predictable over the 
longer term – it usually goes up. For this reason, investing 
in equities is recognised globally as one of the optimum 
ways to accumulate wealth over long periods. If one puts 
off investing, there is a strong likelihood of missing out on 
the long-term benefits that could have been gained.
 
While making decisions based on heartfelt emotions 
and loyalty, are admirable traits in most parts of life, this 
is definitely not the case when it comes to investing. 
Investment decisions based on pure emotion such as 
fear, greed, or the desire to follow the crowd amongst 
others, can be disastrous. Objectivity is key.
 
Another common error highlighted by many investors, 
was their failure to keep enough cash in reserve. It is 
always advisable to have some cash at the ready and 
be prepared to use it should a clear trend and/or 
opportunity present itself.

While these common mistakes could make it sound 
like investing is somewhat perilous, not investing is 
probably more dangerous over the longer term, than 
making some mistakes along the way. This is evidenced 
by the fact that most of the world’s wealthiest people are 
themselves dedicated investors. It is just a question of 
being sensible, taking proper advice and where possible, 
learning lessons from others to avoid the obvious 
mistakes. This was the impetus behind conducting this 
poll.

It is almost universally recognised that seeking pro-
fessional independent financial advice allows investors 
to avoid most of the common mistakes which have been 
flagged by high net worth investors, as highlighted in this 
poll. p
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Being successful in today’s ultra-competitive asset management 
environment is not about being a star manager over the short term. 
These days, what separates the good from the average manager 
is the use of sound principles that focus on the investment process 
over the long term, rather than the outcome. This is according to 
Peter Linley, who is responsible for the management of South Africa’s 
longest running unit trust, Old Mutual Investors’ Fund, which celebrates 
its 50th anniversary this month. 

“Anyone can be lucky in the short term,” says Linley. “The real test of 
a successful manager is one who performs over time. Gone are the 
days when having a couple of big teams covering the market may 
have given you an edge.” 

VALUATION – SCIENCE AND ART
Linley believes the bedrock of a sound investment process is 
disciplined valuation, however, it is also important to acknowledge 
other proven factors such as quality, growth and sentiment. 
“Valuation is key, but it is subjective. While we continually revisit 
and test our base-case assumptions, we also seek to gain further 
perspective by constructing a bull and bear scenario for each 
company. Banks, for example, are currently not only trading at 
an attractive discount to our base case valuation, but are actually 
trading around our bear case scenario. The shares are effectively 
pricing in a potential sovereign downgrade already.

“No individual can forecast the future accurately which is why we 
embrace a probability perspective, rather than believing there is just 
one view and that ours’ is the correct one,” he says. “We want to 
understand the different outcomes that may play out over time and 
assign a probability to these.”

He explains there is a good behavioural reason for encouraging 
investment analysts to focus on three scenarios. “In a single focus 
investment process, human nature can sometimes result in an 
individual either falling ‘in’ or ‘out’ of love with a share, where 
personal bias can cloud the investment thesis. We gain more value 
and insight from analyst’s probability weighting in addition to the 
three scenarios.”

Understanding valuation is however a main focus and for 
good reason. “Value as a style – looking for stocks that appear 
undervalued by the marketplace – outperform over the long term, 
but it can go through lengthy periods of underperformance, as has 
been the case with value managers recently. Our research into 
the performance of other factors in the South African equity market 
over the last 26 years shows that value is not the only factor driving 
outperformance. Adding other long-term outperforming factors to our 
valuation ranking improves diversification and provides more holistic 
insight when picking stocks.”

Linley adds that it is also important to constantly analyse the failure 
and success of decisions. “It’s imperative to know if I was right for 
the right reasons or right for the wrong reasons and so just lucky. 
Investing is as much about psychology and human emotions as is it 
about science and math.” 

PATIENCE
When it comes to companies and their share prices, Linley believes 
that there needs to be a long-term perspective rather than concerns 
over returns in a month’s time. “Markets across the world are largely 
driven by short-term behaviour and emotionally-driven decisions 
destroy returns. To succeed, a successful investment management 
team needs a sensible investment philosophy and must operate 
within a disciplined and structured process.”

SOUND RISK MANAGEMENT
Throughout the investment process, prioritising risk management is 
essential. “A fund manager is paid to take on risk on behalf of the 
investor, so we need to continually guard against unintended risk. 
In our portfolios, outperformance is not only driven by the winners, 
but also by avoiding the losers. For example, the risk of capital loss 
in African Bank was simply too big for us. The worst thing you can 
do as an investor is hang onto poor performing stocks that in reality 
have no ability to recover,” says Linley

INTELLIGENT DIVERSIFICATION
Intelligent diversification, Linley explains, is essential once all the 
research has been done. “It’s not how many shares you buy, but 
the diversity of these stocks. Even 20 stocks may not be intelligent 
diversification if they are all in the same industry or style bucket. 
Ensuring adequate diversification requires an analysis across shares, 
industry, style, macro drivers, regions, currencies and more.”

He adds that geographical diversification in South African portfolios 
is a lot easier than it was 50 years ago. “Companies listed on 
the JSE, including Naspers, British American Tobacco, Richemont, 
ABInbev, MediClinic, Steinhoff, Mondi and Aspen have a strong 
presence outside of South Africa.”

PATIENCE PAYS OFF
Since taking over the management of the Fund eight years ago, 
Linley and his team have ushered in a new generation when it 
comes to their investment approach, and this has clearly paid off. 
The most consistent benchmark to compare the Old Mutual Investors’ 
Fund against, since its inception 50 years ago, is inflation and while 
the SA Inflation Index returned 9%, the Fund returned 17.4% to end 
August 2016. When comparing the Fund’s performance to its peer 
group, it was top quartile over 1, 2, 3, 4, 6, 7 and 10 years over 
the same period, a feat only achieved by a handful of funds in its 
category.

Ultimately, there are no short cuts to delivering competitive returns 
over the long term. “A sensible philosophy combined with a 
disciplined process is part of the fabric of Old Mutual Investors’ 
Fund. As information flows quicker than ever before, it is increasingly 
difficult to successfully manage an equity portfolio without this 
combination of attributes,” concludes Linley.

Old Mutual Investment Group (Pty) Limited is a licensed financial services provider, FSP 604, approved by the Registrar of Financial Services Providers (South Africa) (www.fsb.co.za) to provide 
intermediary services and advice in terms of the Financial Advisory and Intermediary Services Act 37 of 2002.

GROWING AN INVESTMENT 
PORTFOLIO: WHAT MAKES 
A SUCCESSFUL ASSET 
MANAGER?



Old Mutual Investment Group (Pty) Limited (Reg No 1993/003023/07) is a licensed financial services provider, FSP 604, approved by the Registrar of Financial Services Providers (www.fsb.co.za) to 
provide intermediary services and advice in terms of the Financial Advisory and Intermediary Services Act 37 of 2002. Source: Morningstar. Returns, net of fees, to 31 August 2016. Old Mutual Unit Trust 
Managers (RF) (Pty) Ltd (OMUT) is a registered manager in terms of the Collective Investment Schemes Control Act 45 of 2002. The fund fees and costs that we charge for managing your investment are 
accessible in the relevant fund’s Minimum Disclosure Document (MDD) or Table of fees and charges, both available on our public website, or from our contact centre. The Net Asset Value (NAV) to Net Asset 
Value figures are used for the performance calculations. The performance quoted is for a lump sum investment and in respect of the Old Mutual Investors’ Fund. The performance includes income distributions 
prior to the deduction of taxes and distributions are reinvested on the ex-dividend date. Actual performance may differ as a result of actual initial fees, the actual investment date, the date of reinvestment and 
dividend withholding tax. Past performance is not a guide to future performance. Annualised returns are the weighted average compound growth rate over the performance period measured. The actual highest, 
average and lowest 12-month return figures since inception to 31 August 2016 are 96.0% (highest), 20.0% (average) and -45.7% (lowest). The fund was launched on 31 October 1966. Morningstar and 
Old Mutual Investment Group calculated the performance of the fund as at 31 August 2016. Old Mutual is a member of the Association for Savings & Investment South Africa (ASISA).
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www.oldmutualinvest.com/asinvested

We have a clear understanding 
of our clients because we are, 
in effect, clients ourselves.

Peter Linley
Boutique Head
Old Mutual Equities

At Old Mutual Investment Group, our fund managers invest their own money alongside yours.

This year, Old Mutual Investors’ Fund, South Africa’s longest running unit trust, celebrates its 50th birthday 
and has delivered top quartile performance over 1, 2, 3, 4, 5, 6, 7 and 10 years.

Speak to an Old Mutual financial adviser or your broker about  
investing alongside our fund managers or call 0860 INVEST (468378).
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Women have a longer life expectancy than men 
and can often be seen to manage greater social 
responsibilities. These particulars are required to 
be factored into women’s financial plans, to ensure 
financial independence and wellbeing. The sooner 
one starts with the planning process, the better. 
Warren Buffett bought his first stock (share) at the age 
of 11 and regretted not starting earlier!
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Francois le Roux
Professional Financial Planner

Private Wealth Management

Financial planning 
for women
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It is best to prioritise speaking to a Certified Financial 
Planner (CFP1) professional early in life and put in place 
one’s financial plan. It is crucial to enhance one’s financial 
position; regardless of earnings, income, marital status 
and/or life stage.

Saving for retirement 

Because of their longer life expectancy, women need to 
save more for retirement and need to start saving as early 
as possible. Living longer is not an issue if time is on one’s 
side and one starts building capital early. This will also 
ensure that higher retirement capital is accumulated to 
retire comfortably. The benefit of compound interest can 
have a significant impact on the growth of investments – it 
is more powerful, the longer the period of time it has to 
take effect.

Other important aspects to keep in mind include:

•	 Risk	planning: It is crucial to consider serious illnesses 
specific to women, such as female cancers or cover for 
complications during pregnancy or at childbirth. 

•	 Children’s	education: Specific provision for funding 
children’s education such as a specific education 
savings plan could be a priority.

•	 Life	cover: In some partnerships, only one partner in 
the relationship secures the mortgage loan to buy a 
home. In this event, it is prudent to ensure that there 
is sufficient life cover on the life of that partner to pay 
off the bond and other debts, in the event of death. 
Consideration should be given to adding disability 
cover to this.

A sustainable lifestyle

Some may decide to scale down or quit their jobs to 
spend more time with their children. This will require 
careful planning to ensure that a reasonable lifestyle is 
sustained if income is reduced or cut.  

To sustain the family’s lifestyle, financial discipline is 
required. A monthly budget spreadsheet can bring 
structure, to ensure money is spent wisely. These 
spreadsheet columns should include:

•	 Income: start with net, after-tax income.

•	 Expenses (fixed, variable and ad hoc).

•	 Deduct	 expenses	 from	 income	 to	 calculate	 net, 
disposable income. This should be the main source 
for funding investment contributions.

•	 After	month	end,	compare budgeted figures to the 
actual figures to see if one is on track.

To sustain one’s current lifestyle beyond retirement, it is 
important to determine how much is enough. This requires 
comprehensive retirement planning. A general guideline 
is that for a woman to retire at age 60: multiply the final 
salary by 10, e.g. if the final salary is R300K, then one needs 
R3 million in today’s money. To retire at age 65, multiply the 
final salary by 9. These are obviously rough figures – it’s best 
to consult a planner for more definite figures.

Creating a financial plan

It starts with taking action now – best advice is to contact 
a professional financial planner and define one’s financial 
goals. For those who are in a relationship, there is an 
option to involve one’s partner in the financial planning 
process. However, individual financial planning puts one 
at the centre of the process, allowing the individual to take 
full control of their finances. If one opts for a joint planning 
process – involving one’s life partner – it is important to 
ensure that one’s goals are met throughout the financial 
planning process. Here it would be a great help to involve 
a CFP professional who can act as facilitator and financial 
coach throughout the process.

Ensure	that	clarity	 is	sought	on	one’s	financial	position	 in	
the event of unexpected occurrences, such as the death 
of a partner, divorce and retirement.

Financial planning in six steps

The Financial Planning Institute’s financial planning process 
consists of six steps that financial planning professionals 
should use to consider all aspects of an individual’s 
financial situation when creating a financial plan:

1. Client engagement and defining the individual’s 
personal financial planning goals.

2. Data gathering – collecting all relevant information 
about the client’s financial affairs.

3. A financial needs analysis.

4. An action plan containing strategies to address all 
relevant planning areas.

5. Implementation of mutually agreed recommendations.

6. Regular reviews of the client’s financial position to 
make any necessary adjustments and further recom-
mendations. p
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 FOOTNOTE:

 1 A Certified Financial Planner (CFP) Professional is a 
globally recognised designation for a professional financial 
planner. There are 4 700 CFP Professionals in South 
Africa, all members of the Financial Planning Institute (FPI) 
of Southern Africa. These professionals carry a globally 
recognised post-graduate qualification in financial planning 
and	have	to	subscribe	to	a	stringent	Code	of	Ethics	with	a	
minimum of three years’ work experience.
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Section 37D of the Pension Funds Act (“the Act”) in general permits deductions 
from a member’s benefit for income tax, pension-backed housing loans, 
divorce orders deductions, deductions permitted by the Registrar and 
compensation owing to the employer. The most problematic of these, is the 
deduction for damage caused to an employer.

Where an employer has suffered a loss as a result of an employee having 
committed fraud, theft, dishonesty or misconduct, the employer may request 
a retirement fund to make a deduction from that member’s retirement benefit 
as compensation for the loss.  

In the case of Moodley v Local Transitional Council of Scottburgh Umzinto 
North and Another [2000] 9 BPLR 945 (PFA), the High Court held that the 
words theft, dishonesty and fraud as referred to in section 37D(1)(b)(ii) all 
describe wrongful and intentional conduct causing harm. The High Court in 
this case, dealt with the interpretation of the term “misconduct” in relation to 
section 37D of the Act. It noted that “misconduct” as referred to in the section, 
must therefore be interpreted as referring to wilful, reckless and intentional 
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Under what circumstances 
can retirement funds 

make deductions from 
or withhold members’ 

retirement benefit?

Roger Spence 
Principal	Executive	Officer,	Corporate	

Selection Suite of Umbrella Funds, Liberty

There has been much written on the topic of permitted fund deductions to compensate employers 
for damages caused by the employee, as well as various Pension Fund Adjudicator determinations. 
Despite this, employers and members frequently make enquires on the subject of employers 
claiming against an employee’s retirement fund benefit.
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conduct, which would exclude negligent misconduct. The 
court came to the conclusion that the meaning of the 
general word “misconduct” in section 37D(1)(b)(ii) must 
be interpreted to mean dishonest conduct or at least 
misconduct involving an element of dishonesty. 

Contractual debts such as car loans, computer loans, 
failure to work the requisite notice period and alike, in 
respect of which the employee still owes a balance to 
the employer on the date of withdrawal, fall outside the 
provisions of section 37D(1)(b) of the Act. Therefore, 
such contractual debts may not be claimed from or 
deducted from the member’s retirement benefit. They 
should rather be recovered through other means, for 
example, by the employer deducting such outstanding 
amounts from final salary and/or leave payments that 
may be due. Alternatively, such employers could institute 
civil proceedings against the member in a court of law to 
recover its debt through normal civil litigation.

Before a fund can make a deduction from the member’s 
retirement benefit, there must be either:

•	 a	written	admission	of	 liability made voluntarily by 
the employee. Such admission must confirm that he/
she owes a specified amount of money to his/her 
employer for the loss or damages caused by virtue of 
his/her fraud, theft, dishonesty or misconduct. It must 
furthermore confirm that the employee agrees to the 
reimbursement of the employer from the fund benefit; 
or

•	 a	civil	 judgment ordering the employee to reimburse 
his/her employer for the loss suffered by his/her 
employer as a result of his/her fraud, theft, dishonesty 
or misconduct; or

•	 a	criminal	 judgment against the employee, where the 
employee has been found guilty by a court of having 
committed fraud, theft dishonesty, or misconduct 
against his/her employer. However the court must have 
issued a compensation order in terms of section 300 
of the Criminal Procedure Act, ordering the employee to 
pay his/her employer compensation for its loss.

In many instances employers are faced with two 
challenges at the time of termination of the employment 
contract. Firstly, where an employee refuses to sign an 
admission of liability for the loss or damage caused and 
the employer has not yet obtained a court judgment. 
Secondly, an employer may only suspect dishonesty by 
the employee, but still has to prove it and determine the 
amount involved. In this instance the employer is faced 
with the challenge of ensuring that the benefit is withheld 
whilst they investigate the matter with the intention of 
obtaining a compensation order for the loss suffered.

The Supreme Court has indicated that the right to deduct 
money from an employee’s withdrawal benefit also 

extends to the authority to withhold the payment of the 
benefit, pending the determination of the employee’s 
liability towards his/her employer in a court of law. Section 
37D of the Act permitting deduction therefore also 
includes the implicit power to withhold payment of a 
member’s benefit pending the determination of liability. 

Therefore, on becoming aware of the loss or damage 
caused by an employee, an employer may request the 
retirement fund to withhold the payment of the member’s 
benefit. Such action would take place pending the 
outcome of legal proceedings against the employee, to 
determine the liability towards the employer, relating to 
the loss or damages caused. The employer may also claim 
the reasonable costs of the legal proceedings against the 
employee.

Trustees must not lose sight of the fact that the decision 
to withhold a member’s benefits rests with them and not 
with the employer. It is however considered reasonable 
that this is to be done shortly after the termination of the 
member’s employment.

The following are essential considerations in respect of 
the withholding of benefits:

•	 The	fund	may	only	withhold	as	much	of	the	benefit	as	
may be required to compensate the employer in terms 
of the section 37D claim. Any residual balance must be 
paid to the employee.

•	 Trustees	 have	 a	 duty	 to	 consider	 and	 balance	 the	
rights of both the employer and the member. This 
means that the period of withholding must be 
reasonable and where the employer is the cause 
of undue delays in finalising its investigation and/or 
litigation, the trustees may be required to release the 
benefit and make payment to the member.

•	 CCMA	 and	 Labour	 Court	 rulings	 are	 not	 sufficient	
grounds to withhold a benefit.

The member’s written admission of liability must be clear 
and unambiguous. Furthermore, it should specifically 
allow for deductions to be made as a result of fraud, theft, 
dishonesty or (dishonest) misconduct committed by the 
member against the employer. In practice, trustees ought 
to be cautious that admissions are lawful and admissible. 
Admissions must be made freely and voluntarily. The 
employer must ensure that the employee understands 
the consequences of their admission. One can think of 
instances where an employee makes an admission, only to 
retract the admission later on the grounds that pressure 
was brought upon him/her to make the admission. 

Therefore it is advisable that admissions of liabilities 
for the purpose of section 37D of the Act are properly 
drafted, and employers are recommended to obtain 
expert advice. p
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PF 130: 
Providing 
trustees 

with a moral 
compass

There are various pieces of legislation and 
good governance procedures which shape the 
distribution of death benefits in retirement funds, 
in terms of section 37C of the Pension Funds Act. 
These pieces include the Pension Funds Act and the 
Financial Services Board’s (FSB’s) PF130 circular, 
which outlines principles of good governance. 
The guidelines set out by the Adjudicator, which 
she refers to as a “basket of factors” are crucial. 
However, these various documents are often 
utilised in isolation, to the detriment of the funds 
and their governing trustees. 
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In South Africa, the general rule of law dictates that each 
person has complete freedom of testation and can 
bequeath their estate to whom ever they please. However, 
this freedom does not extend to the distribution of 
approved death benefits payable from a fund registered 
under the Pension Funds Act. Thus, if a member of a 
retirement fund dies before he has exited the fund, his 
benefits are not paid in terms of a nomination form or 
in terms of his will. The fund’s board of trustees have a 
fiduciary duty to determine how death benefits should 
be allocated among members’ beneficiaries, dependants 
and nominees. Members’ nomination on beneficiary 
forms and wills are to be used as guidelines or investigative 
tools. 
 
Section 37C of the Pension Funds Act makes it is clear 
that the board of trustees has a duty to determine the 
dependency of each beneficiary. Thereafter they are 

to make a fair and equitable distribution among the 
member’s beneficiaries and under certain circumstances 
and conditions, the member ’s nominees, using the 
member’s beneficiary nomination form as a guide but not 
an absolute instruction. The trustees’ decision becomes 
onerous as they are required to make every reasonable 
effort and take all steps necessary to identify and make 
contact with all the member’s dependents and nominees, 
often without prior knowledge of the deceased’s 
household circumstances. This must be undertaken to 
ensure that an informed decision regarding payment of 
benefits can be made. 
 
However, there are no express instructions, procedures 
or formulae to outline what steps could be regarded as 
reasonable and that reasonability would depend solely on 
the particular circumstances of the member’s household 
at the time of the section 37C investigation. For example, 
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PF 130

Trustees often overlook the fact that they can also use 
the guidelines put forth in the PF 130 circular released 
by the FSB, when conducting such investigations. PF 130 
attempts to promote legislative compliance and guidance 
on good governance with regard to the trustees’ duties 
and responsibilities in all decision-making processes. This 
document does not deal specifically with the distribution 
of death benefits. However, it serves as both a guide and a 
reference on recommended best practices by promoting 
the drawing up and implementation of policies and 
mandates that govern various decision-making processes. 
These policies would include provisions to outline the 
trustees’ code of conduct, declarations of interest, 
communication policies and sub-committee mandates. 
None of these policies provide the trustees with a 
concrete guidance when making decisions regarding 
death benefit distributions. Nevertheless, they do provide 
the trustees with principles and guidance on the due 
diligence aspects of the section 37C process. 

To expand, familiarising themselves with the code of 
conduct policy would ensure that trustees are made 
aware of their fiduciary duties and what is expected of 
them. A declaration of interest policy ensures that no 
trustee promotes an allocation to a specific beneficiary as 
a result of a vested interest. 

A communication policy would help to educate members 
on how death benefit distributions are made and how 
members can help the process by providing full and 
correct information to the fund before their death, 
via a fully completed nomination of beneficiary form. 
Finally, the wording of the mandate which appoints a 
sub-committee to investigate and propose death benefit 
distributions will ensure that sub-committee members 
are fully aware of the scope and power of their duties.
 
To quote the circular, good governance “includes values 
and ethical principles which require a certain standard of 
behaviour of the board”. Therefore, the various principles 
and policies espoused in circular PF 130 will ensure 
that the good governance and due diligence structures 
are in place as a support for the trustees when making 
difficult decisions such as those required in section 37C 
distributions. p

it would not be reasonable for the trustees to track down 
a person living in a remote area of the country who might 
have been semi-dependent on the member, if the benefit 
available for distribution would almost wholly be utilised 
to track down that potential beneficiary. This would be 
especially pertinent if there are confirmed dependents 
that were totally supported by the deceased. However, 
there could be evidence that a minor dependent’s benefit 
may be squandered by the guardian. In such a case, it 
would be reasonable for the trustees to conduct further 
investigation into the finances of that guardian and 
possibly pay any apportionment into a beneficiary fund 
for the benefit of the minor. In fact, failing to do so may in 
certain instances, constitute a breach of fiduciary duty 
and be considered unreasonable, as the rights of the 
minor may not have been protected.

While arriving at a decision on how to distribute a death 
benefit requires a multi-faceted approach to the board of 
trustee’s deliberation process, the actual apportionment 
is based on how the trustees interpret the information. 
Thus, different trustee boards may make different 
allocations, although all the allocations could be seen 
as equitable and fair. The unique circumstances of each 
distribution and the manner in which the trustees come 
to a distribution resolution may make it difficult to criticise 
such decision. However the trustees will fail to fulfil their 
fiduciary duty in apportioning death benefits if they do 
not act in good faith, apply their minds to the problem, or 
fail to exercise discretion after taking account of all the 
various known facts.
 
Thus:

•	 The	fiduciary	duties	placed	on	trustees	by	the	Pension	
Funds Act.

•	 The	somewhat	vague	Pension	Funds	Act’s	guidelines	
on how they should apportion benefits in the best 
interests of the beneficiaries.

•	 The	need	to	apply	their	minds,	be	reasonable,	fair	and	
equitable.

All combine to force trustees to make decisions by 
relying on industry best practices and previous value 
judgements. 
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Financial Calculations and Worksheets 2016

Financial Calculations and Worksheets contains explanations and worked examples of various calculations
encountered by financial planners. It additionally includes tax tables, compound interest tables, tax rates
and formulae that are needed to complete the worksheets.

The book covers all types of calculations from compound interest to income tax, retirement planning and 
estate planning calculations, and includes rates, tables and formulae.

A practical guide 
to financial 
calculations

Contact your agent to order your copy today!

ISBN:      9780409126044
Author:   M Botha
Price:     R399.00 (incl VAT, excl delivery)



Time period to appoint a trustee when 
there is a vacancy on the board – Notice 
3 of 2016 

In February 2014, changes were made to the Pension 
Funds Act (“the Act”). These changes were contained 
in	 the	Financial	Services	Laws	General	Amendment	Act,	
2013.

One of the sections of the Act that was changed was 
section 7A and the following subsections were added into 
the Act. 

(1)  Notwithstanding the rules of a fund, every fund 
shall have a board consisting of at least four board 
members, at least 50% of whom the members of the 
fund shall have the right to elect. 

(1A) The composition of the board shall at all times 
comply with the requirements of the rules of the 
fund and any vacancy on such board shall be filled 
within such period as prescribed. 

We had been waiting for the Registrar of Pension Funds 
(“the Registrar”) to prescribe what the applicable period is 
for filling any vacancy on the board of trustees.

Notice 3 was signed by the Registrar of Pension Funds on 
18 July 2016 with the effective date being 24 August 2016.

Notice 3 states that any vacancy on a board of a 
retirement fund must be filled within 90 days from the 
date on which the position became vacant.
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Any vacancy on a board of trustees on 24 August 2016 
must be filled within 90 days of that date, which means 
they must be filled by 21 November 2016. It is important 
to note that when filling a vacancy on the board, the 
election process as set out in the rules of the fund must 
be followed strictly. Failure to do so will result in the 
Financial Services Board raising questions on whether or 
not the board was properly constituted when resolutions 
were signed, especially when rule amendments are 
submitted.

Any failure by a fund to fill a vacancy in the 90-day period 
would not necessarily result in administrative penalties 
being imposed on the fund, as this failure is not included in 
the penalties section of the Act (section 37). 

However the failure by the fund to fill a vacancy arguably 
could result in the Registrar pursuing his powers contained 
in section 26 of the Act, which allows them to intervene in 
the management of the fund. 

Appointment of protection of Personal 
Information Regulator

On 7 September 2016 the National Assembly voted for the 
appointment of the Information Regulator for Protection 
of Personal Information and Promotion of Access to 
Information Act.

Parliament voted for five candidates to run the office 
of the Information Regulator. The chair will be Advocate 
Pansy Tlakula, Advocate Cordelia Stroom, Mr Johannes 
Weapond are to be full-time members, Mr Sizwe Snail and 
Professor Pistorius are to be part-time members. 

What will the Information Regulator do first?

They have to decide the commencement date of 
Protection of Personal Information. As we know, the 
plan is that there is a one-year transition period. The 
commencement date is not known at this point.

A living annuity does not form part of 
the assets on divorce

In the case of Montanari v Montanari, the High Court 
dealt with whether or not a living annuity forms part of the 
estate of an annuitant spouse for purposes of assessing 
accrual. 

Background

The defendant and plaintiff where married out of 
community of property with the accrual system. The 
plaintiff retired from his employment while he was still 
married. With his retirement benefit he purchased a living 
annuity. The living annuity was the plaintiff ’s monthly 
source of income. The main issue was whether the living 

annuity acquired by the plaintiff when he retired should 
form part of the accrual in his estate on divorce. 

Both parties agreed that a living annuity is not a pension 
interest as defined in the Divorce Act. The defendant 
argued that the living annuity forms a part of the plaintiff’s 
estate while the plaintiff disagreed.

The plaintiff’s case

The definition of living annuity was looked at and the 
plaintiff submitted that it is an investment product that 
provides income upon retirement from a pension fund. 
In a retirement annuity fund the member becomes 
unconditionally entitled to a living annuity, which means 
he has a right to the annuity and not the capital value. The 
capital is owned by the insurer on behalf of the member 
and is reflected on the insurer’s balance sheet.  

Once the plaintiff purchases an annuity, he is prohibited 
by law from demanding back the capital amount invested, 
as its source is the pension fund. The plaintiff is only 
entitled to monthly, quarterly or periodical payments – the 
money from the annuity can never accrue to the plaintiff 
as capital. Therefore the plaintiff can never enjoy the 
capital amount of the annuity.

The plaintiff raised the fact that a living annuity is not 
taken into account for estate duty purposes and that a 
living annuity is not a pension interest as contained in the 
Divorce Act.

The defendant’s case 

The defendant raised the fact that the annuitant can 
nominate a beneficiary during his or her lifetime. She 
argued that the annuitant is in control of the underlying 
investment and the full capital amount can become 
available to the heirs on the annuitant’s death or estate.

The defendant argued that because the annuitant can 
control the draw down value on an annual basis as a 
feature, this demonstrates that the living annuity forms 
part of the plaintiff’s estate. Further, the annuitant can 
elect to change the underlying investment on an annual 
basis if he wishes to, by transferring his investment to 
another approved fund. Furthermore, he can deplete the 
capital held during his lifetime. 

Court’s decision 

The court held that the living annuity does not form part 
of the plaintiff’s estate for the purposes of accrual. The 
monthly or periodic payment of the annuity is relevant 
in determining the future maintenance needs of the 
defendant.   

As a result the court ordered that a living annuity does not 
form part of the plaintiff estate.  p
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HIV and the Law in South Africa: A Practitioner’s Guide is a peer-
reviewed work compiled by experts in their respective fields.

This compilation provides an up-to-date interpretation of South 
African legislation, regulations, policies and case law on HIV/AIDS. It is 
intended as a useful resource to enable legal practitioners to provide 
efficient and professional legal advice to people living with HIV in such 
contexts as the workplace, access to health care, and the rights of 
women and children. 

Even more importantly, the book aims to create greater awareness 
amongst lawyers that HIV is a daily reality for over 6 million South 
Africans, and to emphasise that law professionals can – and must – 
play an active role in the fight against HIV/AIDS and to give them the 
essential knowledge required to do so.
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Overview
Access to legal services for people living with HIV/AIDS and those 
that are affected is essential for effective response to epidemic. 
The HIV and the Law in South Africa: A Practitioners’ Guide is a peer 
reviewed work compiled by experts in their respective fields which 
provides an up-to-date interpretation of South African legislation, 
regulations, policies and case law on HIV and AIDS. It is intended as a 
useful resource to enable legal practitioners to provide efficient and 
professional legal advice to people living with HIV in such contexts 
as the workplace, access to healthcare, and the rights of women and 
children. Even more importantly, the book aims to create greater 
awareness amongst lawyers that HIV is a daily reality for over 6 million 
South Africans, to emphasise that law professionals can – and must – 
play an active role in the fight against HIV and AIDS and to give them the 
essential knowledge required to do so.

Authors
A Motsepe, A Smith, A Ngubo, G Kekesi, J Brickhill, K Illes, L Els,  
M Subramony, M Adhikhari, R Tulk, R Jansch, S Sephton and T Muleza. 

Order now!

orders@lexisnexis.co.za
0860 765 432

New book release
HIV and the Law in South Africa: A Practitioner’s Guide

Order 
Now!

“The practical legal advocacy this Guide supports and inspires is a deeply important contribution to 
that struggle. The contributions collected here reflect the accumulated experience and wisdom of the 
foremost practitioners and theorists in the field. The foundation they have laid provides the basis for the 
continuing hard work that lies ahead.”
Judge edwin Cameron, Constitutional Court of South Africa

A percentage of the sales of this book will 
go towards Women’s Positive Network.
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INDEPENDENT ACTUARIES AND 
CONSULTANTS

Do you need independent actuarial & investment advisory
services that is understandable and provided by a skilled, 
professional & experienced team?

To find out more about the impartial, customised actuarial & 
investment advice that we can offer you, please contact us:

Cape Town Gauteng
Tel: +27 21 422 4373 Tel: +27 11 656 4170
Asim Gani (MD) Email: asim@iac.co.za

Website: www.iac.co.za

Our award-winning, 15-year track record of excellence will 
ensure that your risk and pressure concerns around your 
investment decisions are alleviated. Our implemented
investment consulting solution provides the most up-to-date, 
world-class systems; paired with a dedicated consulting 
service team that guarantees the most innovative and 
appropriate execution of asset management and portfolio 
construction techniques and solutions.
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Licensed as a 13B administrator in terms of the Pension Funds Act.
Authorised licensed financial services provider. 

“Integrity, Credibility, Passion” 
Experienced, wholly independent 

consulting and actuarial services as part 
of quality fund administration.

Tel: (011) 643 4520
Fax: (011) 643 4535

2 Hermitage Terrace, Richmond 2092
PO Box 3041, Houghton, South Africa, 2041

Email: home@robsav.com
Website: www.robsav.com

Cadiant Partners 
Consultants & Actuaries

A firm of independent professionals, advising on Retirement 
Benefits, Healthcare and Investments.

Telephone: (011) 783 1620
Fax:  (011) 783 1694

Postal Address: Private Bag X24, Sandton 2146

Contact: Virgilio da Silva
Email: virgiliod@cadiant.co.za
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To advertise in 
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Michelle Baker 
Advertising & Custom Branding Sales
Tel: (031) 764 6725
Cell: (073) 137 1231
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KPMG Crescent
85 Empire Road
Parktown, 2193

 
Contact: Marcelle Fouche
marcelle.fouche@kpmg.co.za
Tel: +27 82 788 9111

Cape Town
PO Box 4609
Cape Town, 8000
Tel: (021) 408 7000
www.kpmg.com
 
Contact: Tareq Carrim
tareq.carrim@kpmg.co.za
Tel: +27 83 255 3777

Africa Management Communications (Pty) LTD

AMC International is a business information and 
training company providing premier platforms 

for networking and information sharing between 
Pension Fund Professionals and Reformers!

Tel:  +27 (0) 11 341 1000
Fax:  +27 (0) 11 325 0048
Email:  info@amc-intsa.com
Website:  www.amc-intsa.com 

LexisMobile
Making loose-leaf mobile

Africa’s first mobile content solution - LexisMobile

 For more information 
or to subscribe to LexisMobile

visit: www.lexisnexis.co.za/lexismobile

LexisMobile is an innovative portable digital 
reference app for loose-leaf titles that allows 
you to access your entire loose-leaf library. 

LexisMobile is the only solution of its kind in 
Africa and is leading the way in digital content 
management, making sure that you always 
have access to your premium content.

What’s Next.

Discover What’s Next visit www.lexisnexis.co.za/whatsnext

The Tripitaka Koreana, Haeinsa Temple, South Korea
The Tripitaka Koreana, Haeinsa Temple, South Korea 1231, is one of the oldest  

and most remarkable collections in the world.

Investment Consulting
and Trustee Services

Market leaders in:
Ÿ Trustee and member education
Ÿ Independent trustee services
Ÿ Death benefit consulting
Ÿ Specialist communication
Ÿ Tracing services

TEL:  +2711 656 1160/087 702 3800

FAX:  +2711 656 1165

ADDRESS: Unit 21A, The Woodlands, 20 Woodlands Drive, 
Woodmead 2191

EMAIL: weild@icts.co.za                               
www.icts.co.za
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Ÿ Outsourced death benefit consulting
Ÿ Unique technology solution
Ÿ Full resolution of the death benefit process in terms of 

Section 37C of the Pension Funds Act
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EMPLOYEE BENEFIT CONSULTINGEMPLOYEE BENEFIT ADMINISTRATION

“Integrity, Credibility, Passion” 
Experienced, wholly independent 

consulting and actuarial services as part 
of quality fund administration.

Tel: (011) 643 4520
Fax: (011) 643 4535

2 Hermitage Terrace, Richmond 2092
PO Box 3041, Houghton, South Africa, 2041

Email: home@robsav.com
Website: www.robsav.com

Employment Relations Management – Back to Basics: a South African Perspective recognises the 
importance and value of effective employment relations to provide a competitive edge in South African 
organisations.

It offers readers a fundamental and holistic overview of employment relations as an integrative and 
modern concept for human resources management, industrial relations and labour relations.

Most importantly the book can be used as a sustainable frame of reference in optimising your workforce. 
This new title is a ‘must have’ resource for academics, trade union officials and professionals alike.

Key Benefits
•  Provides a quick and definitive reference work specific to the South African environment.

• Includes easy-to-use preparation guidelines.

•  Includes index for easy referencing and research.

Authors
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ISBN: 9780409121773
Normal Price: R534.66 (incl VAT, excl delivery)

Special Offer: R481.19  (incl VAT, excl delivery)
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call 0860 765 432 or email orders@lexisnexis.co.za
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Fax: (011) 643 4535

2 Hermitage Terrace, Richmond 2092
PO Box 3041, Houghton, South Africa, 2041

Email: home@robsav.com
Website: www.robsav.com

This space could 
be yours.

To advertise in 
Pensions World 
SA please contact:

Michelle Baker 
Advertising & Custom Branding Sales
Tel: (031) 764 6725
Cell: (073) 137 1231
Fax: (086) 620 6768
michelle.baker@mediamarx.co.za 
www.mediamarx.co.za



S
E
R
V
I

C
E
S
 
D
I
R
E
C
T
O
R
Y

FINANCIAL PLANNING

ESTATE PLANNING & FIDUCIARY INVESTMENT CONSULTING

Sanlam is a Licensed Financial Services Provider.

Fiduciary Services

At Sanlam our reputation is built on a devoted, vigilant 
and caring approach. We look at the world of beneficiary 
support differently. We assess each beneficiary’s unique 
needs and ensure that we build and preserve their income 
to maintain an appropriate lifestyle. 

Our Beneficiary Fund offers:
• Personalised support team for each beneficiary    
• Low fees
• Free Dial-A-Teacher  homework and project support 

in language of choice
• Food and clothing subsidies at leading retailers  
 
With PO and guardian satisfaction levels at 85% plus, 
our credential as market-leading wealth protectors are 
well-founded.
 
Call Ansie Wessels on 021 947 8740 
or email ansie.wessels@sanlam.co.za

INDEPENDENT ACTUARIES AND 
CONSULTANTS

Do you need independent actuarial & investment advisory
services that is understandable and provided by a skilled, 
professional & experienced team?

To find out more about the impartial, customised actuarial & 
investment advice that we can offer you, please contact us:

Cape Town Gauteng
Tel: +27 21 422 4373 Tel: +27 11 656 4170
Asim Gani (MD) Email: asim@iac.co.za

Website: www.iac.co.za

“Integrity, Credibility, Passion” 
Experienced, wholly independent 

consulting and actuarial services as part 
of quality fund administration.

Tel: (011) 643 4520
Fax: (011) 643 4535

2 Hermitage Terrace, Richmond 2092
PO Box 3041, Houghton, South Africa, 2041

Email: home@robsav.com
Website: www.robsav.com

Keeping you compliant 
in a regulated industry.
LexisNexis Financial 
Services 2016.

Order your copy today!
Call: 0860 765 432 

Email: orders@lexisnexis.co.za
Visit: www.lexisnexis.co.za/store/za

The Manual on Retirement Funds and other Employee Benefits is a 
well-known reference in the employee benefits industry. Written by 18 
recognised experts in the industry, it provides the most comprehensive 
and authoritative commentary in this field.

The benefits:
•  Updated annually in line with changes to tax, 

pensions and labour-related legislation.
•  Discusses the implications of proposed 

amendments.
•  Contains extensive commentary on the most 

pertinent Acts and is fully cross-referenced to the 
relevant sections.

•  Provides commentary on relevant case law.

Manual on Retirement 
Funds and other 
Employee Benefits
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Taxation of Employees + FREE Copy of Concise Guide to EmployeeTaxation + 
FREE 1 Year Subscription to LexisMobile

Covering every aspect of the taxation of employees and assisting in the 
understanding of specific tax consequences.

Receive a 10% discount as well as a FREE copy of LexisNexis Concise Guide 
to Employee Taxation and a 12 month FREE subscription to the LexisMobile 
version of Taxation of Employees!

LexisMobile:
ISBN: MOBTAXEMPLYEE
Pay only R2 662.00 (incl. VAT)

Looseleaf + LexisMobile:
ISBN: 060TAXATEMSYS
Pay only R3 083.50 (incl. VAT)

Order now!
0860 765 432

orders@lexisnexis.co.za

Author: A Futter

Alusi is a boutique multi-asset, multi-council asset 
manager. Our portfolios reflect high-conviction views 
on previously disenfranchised individuals or highly 
specialised skill sets from the hedge fund universe, 
with the aim to grow tomorrow’s new market leaders.

PO Box 4188, Tyger Valley, 7536
Tel: +27 21 970 2612
Fax: +27 86 584 4895

Contact: Hayley Richards, Business Co-ordinator
Email: hayley.richards@alusi.co.za

Website: www.alusi.co.za

Edge Capital’s funds cover the full spectrum of 
fixed interest, equity centric and risk-profiled 
multi-strategy fund of hedge funds.

PO Box 4188, Tyger Valley, 7536

Tel: +27 21 976 1012
Fax: +27 21 976 1096

Contact: Pieter Davis, Head of Business Strategy
Email: pdavis@edge.co.za

Website: www.edge.co.za

Prescient Investment Management (Pty) Ltd is a leading 
independent investment manager. Our core investment 
philosophy is directed around capital preservation and the 
management of downside risk. Our objective is to perform 
in line with the relevant benchmarks on the upside, while 
focusing on strategies to protect the fund against downside 
volatility i.e. limiting the losses that any downward move-
ments in the market may have on the portfolio.

Contact: Monei Pudumo-Roos, Institutional Business Development
Postal address: PO Box 31142, Tokai, 7966
Telephone: +27 21 700 3600
Fax: +27 21 700 3700
Email: monei@prescient.co.za
Website: www.prescient.co.za 

Authorised Financial Services Provider (FSP 612)

Kagiso Asset Management is a specialist investment 
management firm that manages funds across the risk 
spectrum for sophisticated institutional and private 
investors.

Contact: Kelly de Kock
Head of Institutional Business Development
Tel: (021) 673 6300
email: kdekock@kagisoam.com
website: www.kagisoam.com
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TRACING SERVICE PROVIDERSSOFTWARE & SYSTEMS

Ÿ Information portal for the retirement industry
Ÿ Electronic boardpack technology
Ÿ News, surveys, research and calculators
Ÿ Company and professionals directory

TEL:  +2711 656 1160

FAX:  +2711 656 1165

ADDRESS: Unit 21A, The Woodlands, 20 Woodlands Drive, 
Woodmead 2191

EMAIL: britsc@ebnet.co.za
 www.ebnet.co.za

EBnet

TEL:  +2711 656 1160/087 702 3800

FAX:  +2711 656 1165

ADDRESS: Unit 21A, The Woodlands, 20 Woodlands Drive, 
Woodmead 2191

EMAIL: weild@icts.co.za                               
www.ictstracing.co.za

Tracing Services

Setting us apart in the industry:

Ÿ Various levels of tracing
Ÿ Document collection services
Ÿ Investigative tracing services

Specialist in systems for retirement 
fund and medical aid administration

PO Box 4656, Rivonia, 2128
Telephone: (011) 706 2930
Fax: (011) 706 2991

Contact: Rob Stansell
Email: rstansell@imxsoftware.com
Website: www.imxsoftware.co.za

Payroll Administrator’s Manual + 
FREE 1 Year Subscription to 

Payroll World

Order now!
0860 765 432

orders@lexisnexis.co.za

Looseleaf:
Author: A Futter
ISBN: 060PAYRADMSYS
Pay only R2 014.33 (incl. VAT & delivery)

The Manual provides a practical overview of payroll 
administration, including guidelines and commentary 
on the latest legislation.

Buy now and receive 10% off and a FREE 1 year
subscription to Payroll World!



All essential information in 
1 handy book!

Stay abreast of your trustee duties and responsibilities.

Essentials of Retirement Fund Management 2016 contains all the essential information for 
trustees of retirement funds  in 1 handy consolidated book!

This title includes:

• Guidance on the duties and responsibilities of trustees. 

• Tax implications and investment principles of retirement funds. 

• Full text of the Pensions Funds Act and regulations and PF circular 130.

Purchase before 30 November save 20% on the print or eBook!

SAVE 
20%

Pay only
R456

Order now!



If you meet him he’ll ask you when 
your birthday is and never forget. 
He’s always worked for the same 
company, doesn’t frown and is the 
only one who remembers to water 
the office fern. Sizwe looks forward 
to putting his feet up when he retires. 
But, because he hasn’t kept an eye 
on his retirement investments, 
he might not be able to.
 
That’s why Sanlam is constantly 
innovating to develop tools like the 
Sanlam My Retirement App, which 
benefits all Sanlam Umbrella Fund 
members, giving them control of 
their retirement investments.

Now, you can ensure that your 
employees like Sizwe can 
prepare for a good retirement.

This is Sizwe. 
He’s a good guy.

For more information on the Sanlam Umbrella Fund, 
SMS your name to 36914 or visit www.sanlamumbrellafund.co.za.
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