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SOUTH AFRICAN LOCAL AUTHORITIES PENSION FUND 
The Fund comprises of both defined benefit and defined contribution schemes, as such the Fund has 4 investment portfolios. 

 

FUND PERFORMANCE 
The performance figures of the Fund represent the performance as calculated by Novare’s 
pricing division and are net of manager fees.   
 
The financial year end of the Fund is 30 June.   The returns for the financial year reflect 
returns from the 1st of July.   
 
Year to date (“YTD”) performance represents calendar year to date. 

MARKET OVERVIEW 
The performance figures reflected in Section A of this report have been sourced from 
Reuters.  

PERFORMANCE FOR PERIODS LONGER THAN 12 MONTHS 
All performance figures for periods greater than 12 months (1 year) are annualised, unless 
indicated otherwise. 

MANAGER PERFORMANCE 
The performance figures of the Fund’s underlying managers represent the returns as per 
the manager monthly reports.  

OBJECTIVE 
The objective of the DB Portfolio represents the inflation target of CPI + 4.5% 
The objective of the DC Growth Portfolio represents the inflation target of CPI + 4.5% 
The objective of the DC Moderate Portfolio represents the inflation target of CPI + 3% 
The objective of the Pensioner Portfolio represents the inflation target of CPI + 4.5% 

BENCHMARK 
The benchmark performance in this report for the DB portfolio is as follows: 

Asset Class Allocation Benchmark 

Domestic Equities 26.5% Capped SWIX 
Domestic Protected Equities 5% JSE TOP 40 
Domestic Fixed Income 12.5% ALBI 
Domestic Property 3.5% SA Listed Property 
Domestic Money Market 7.5% STeFI 
Domestic Alternatives 15% CPI + 3.5%  
Africa 5% Fund Returns 
International 25% International Composite: 

60% MSCI World / 
40% JP Morgan Global Bond 

 
The benchmark performance in this report for the DC Growth portfolio is as follows: 

Asset Class Allocation Benchmark 

Domestic Equities 37.5% Capped SWIX 
Domestic Protected Equities 5% JSE TOP 40 
Domestic Fixed Income 7.5% ALBI 
Domestic Property 5% SA Listed Property 
Domestic Money Market 2.5% STeFI 
Domestic Alternatives 12.5% CPI + 3.5% 
Africa 5% Fund Returns 
International 25% International Composite: 

60% MSCI World / 
40% JP Morgan Global Bond 

 

 
 
 
 
 
 

REPORT 
OVERVIEW 



 
The benchmark performance in this report for the Pensioner portfolio is as follows: 

Asset Class Allocation Benchmark 

Domestic Equities 26.5% Capped SWIX 
Domestic Protected Equities 5% JSE TOP 40 
Domestic Fixed Income 12.5% ALBI 
Domestic Property 3.5% SA Listed Property 
Domestic Money Market 7.5% STeFI 
Domestic Alternatives 15% CPI + 3.5% 
Africa 5% Fund Returns 
International 25% International Composite: 

60% MSCI World / 
40% JP Morgan Global Bond 

 
The benchmark performance in this report for the DC Moderate portfolio is as follows: 

Asset Class Allocation   Benchmark 

Domestic Equities 
Domestic Protected Equities 
Domestic Fixed Income 
Domestic Money Market 
Domestic Alternatives 
International 

7.5% 
5% 

27.5% 
35% 
10% 
15% 

 

  Capped SWIX 
JSE TOP 40 
ALBI 
STeFI 
CPI + 3.5% 
International Composite: 
60% MSCI World /  
40% JP Morgan Global Bond 

TACTICAL LIMITS 
DB Portfolio 

Asset Class Lower limit Upper limit 

Domestic Equities 20% 50% 
Domestic Fixed Income 5% 20% 
Domestic Property 0% 15% 
Domestic Money Market 0% 60% 
Domestic Alternatives 10% 20% 
Africa 0% 7.5% 
International 0% 35% 

DC Growth 

Asset Class Lower limit Upper limit 

Domestic Equities 20% 55% 
Domestic Fixed Income 5% 20% 
Domestic Property 0% 15% 
Domestic Money Market 0% 60% 
Domestic Alternatives 10% 20% 
Africa 0% 7.5% 
International 0% 35% 

 
Pensioner Portfolio 

Asset Class Lower limit Upper limit 

Domestic Equities 20% 50% 
Domestic Fixed Income 5% 20% 
Domestic Property 0% 15% 
Domestic Money Market 0% 60% 
Domestic Alternatives 10% 20% 
Africa 0% 7.5% 
International 0% 35% 

 
DC Moderate 

Asset Class Lower limit Upper limit 

Domestic Equities 7.5% 25% 
Domestic Fixed Income 20% 40% 
Domestic Property 0% 10% 
Domestic Money Market 15% 60% 
Domestic Alternatives 2.5% 15% 
Africa 0% 0% 
International 5% 25% 

 
 
 
 
 

DISCLAIMER 
This document is confidential and issued for information purposes only and intended solely for the addressee(s) and members of the South African Local Authorities Pension Fund, which employs Novare Actuaries and Consultants (Pty) Ltd (Registration number: 2001/008015/07) (NAC), as its Investment Consultant. The performance of the 
Fund is dependent on the fluctuations of the underlying financial instruments, exchange rates and other economic factors. Past performance is not a guarantee for future performance. No guarantees are provided in relation to portfolio investment performance. NAC does not accept any liability or responsibility of whatsoever nature and however 
arising in respect of any claim, damage, loss or expense relating to or arising out of or in connection with the reliance by anyone on the contents of this document. Copyright of this document will remain vested with NAC and may not be reproduced to anyone in part or whole without the prior written consent of NAC. 
NAC is an Authorised Financial Service Provider in terms of the Financial Advisory and Intermediary Services Act, 37 of 2002. FSP No. 815. 
NAC is approved by the Financial Services Board in terms of Section 13B of the Pension Funds Act, 24 of 1956, as an Investment Administrator: 24/ 456. 
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DOMESTIC 
MARKET VIEW 

 

The FTSE/JSE ALSI returned +1.6% for the month in the SA equity market, while the Capped 

SWIX did even better, returning 3.7%. These returns were supported by continued strength in 

the PGM and gold shares, select industrials like MTN and British American Tobacco along with 

bank stocks. However, index returns were held back by Prosus and to a much lesser extent 

Naspers as Tencent (amongst other Chinese tech stocks) came under short term price pressure. 

 

SA bonds followed the weaker bond market globally, heightened by a soft local SA sovereign 

bond auction and ongoing political infighting and tension within the ruling ANC. 

The ongoing positive commodity backdrop was supportive enough for the ZAR to make back 

some recently lost ground against most currencies, including strengthening slightly against the 

US dollar. 

 

The South African Reserve Bank, once again, decided to leave the repo rate (repurchase rate) 

unchanged at 3.5% at its Monetary Policy Committee (MPC) meeting. The decision was 

unanimous. The Reserve Bank last adjusted interest rates on 23 July 2020, when it cut the repo 

rate by 25bps. Since the beginning of 2020, the repo rate has been reduced by a total of 300bps. 

SA’s prime interest rate remains unchanged at 7%.  

 

Overall, the Reserve Bank appears to be very comfortable with the inflation outlook but remains 

mindful of the need to attract and retain foreign investment. In February 2021, SA’s headline CPI 

inflation rose by 0.7% month-on-month, which was below market expectations of 0.9%, pulling 

the annual rate of inflation down to below the inflation target range at 2.9%, down from 3.2% in 

January 2021. 
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DOMESTIC 
MARKET VIEW 

 

In 2020 consumer inflation averaged a mere 3.3%, down from 4.1% in 2019 and 4.6% in 2018. 

The 2020 average was the lowest annual average inflation rate SA had experienced since 2005 

when consumer inflation also averaged 3.3%. 

 

President Cyril Ramaphosa announced that 11mn doses of the Johnson & Johnson COVID-19 

vaccine had been secured and that a further 20mn of these single-dose shots would be arriving 

in SA soon. He also stated that the government was finalising the procurement of 20mn doses 

of the Pfizer vaccine, emphasising that enough vaccines would be available to start phase two 

of the vaccine rollout in May 2021. 
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The month of March marked the 1-year anniversary of when the World Health Organization 

(WHO) declared that the outbreak of a novel coronavirus, first detected in China, had 

developed into a global pandemic. Over the past year, the virus has affected more than 118 

million people and taken over 2.6 million lives, as countries have battled the pandemic with 

unprecedented social-distancing measures and lockdowns.  

 

Investors appeared to have priced in an accelerated global recovery from the pandemic on 

the back of unprecedented stimulus measures and a large vaccine rollout in especially the US, 

UK and other major developed markets. US President Joe Biden also unveiled a US$2trn 

"American jobs plan", which will focus on raising spending significantly on infrastructure 

categories as well as confronting climate change and attempt to curb wealth inequality. Biden 

claims that the plan would generate "millions of jobs" and proposed that a substantial increase 

in corporate taxes will partly fund it. 

 

The Federal Open Market Committee (FOMC) left the Fed funds rate unchanged at 0.00% to 

0.25% – its level for the past year. However, the Fed significantly increased its economic 

forecasts and indicated that it does not expect to hike interest rates through 2023. Fed Chair 

Jerome Powell also said that the Fed would "tolerate" inflation above its 2% target for a while 

before increasing rates. 

 

All the major US indices ended the month in positive territory, with the S&P 500 setting an 

intraday record on 31 March. Month-on-month, the Dow Jones gained 6.6%, and the S&P 500 

rose by 4.2% (these two indices are up 7.8% and 5.8% YTD, respectively). The tech-heavy 

Nasdaq advanced by 0.4% during the month, its fifth consecutive positive month. 

 

 

INTERNATIONAL 
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It was a strong month for major European markets, with the region’s largest exchange, 

Germany’s DAX, up +9.4% for the first quarter, while France’s CAC rose 6.4% MoM. In terms 

of economic data, both Germany and eurozone manufacturing PMIs hit record highs on the 

back of a demand rebound. Although the Eurozone’s services sector continued to contract, 

Germany’s services sector expanded in March. Business and consumer confidence data rose 

as hopes of an end to the pandemic and a pickup in economic activity surfaced. However, with 

the implementation of fresh lockdowns across Europe, economists only expect the economy 

to bounce back in 2021.  

 

Asia was mixed, with Chinese markets under pressure as the Hang Seng lost 2.1% during the 

month, while Hong Kong’s Shanghai Composite Index closed 1.9% weaker. The Hang Seng 

has been under pressure recently over the Chinese government’s move to enforce more 

stringent regulation and anti-trust scrutiny on the most prominent Chinese corporates. China’s 

official March manufacturing PMI came in at 51.9 vs February’s 50.6 print. The Caixin/Markit 

manufacturing PMI for March came in lower – at 50.6, vs February’s reading of 50.9. In Japan, 

the Nikkei closed the month 0.7% higher increasing 6.3% for the first quarter of 2021. 

 

Despite the solid economic data, commodities have seemed to run out of legs as oil and 

copper ended the month well off their recent highs, possibly succumbing to profit-taking. The 

Suez Canal opening, after days of being closed due to a grounded containership, also weighed 

on oil prices at month-end. Gold remained under pressure ending the month down 1.5% 

bringing the performance to 10% YTD. Iron ore lost 6.2% for the month. A notable exception 

to the metals complex was palladium, which climbed again on mine supply disruption and 

strong demand.  

 

 

INTERNATIONAL 
MARKET VIEW 



 

 A5 

 

 

RSA BONDS 
The South African Reserve Bank, once again, decided to leave the repo rate 
(repurchase rate) unchanged at 3.5% at its Monetary Policy Committee (MPC) 
meeting. The decision was unanimous. The Reserve Bank last adjusted interest 
rates on 23 July 2020, when it cut the repo rate by 25bps. Since the beginning of 
2020, the repo rate has been reduced by a total of 300bps. SA’s prime interest rate 
remains unchanged at 7%.  
 
Overall, the Reserve Bank appears to be very comfortable with the inflation outlook 
but remains mindful of the need to attract and retain foreign investment. In February 
2021, SA’s headline CPI inflation rose by 0.7% month-on-month, which was below 
market expectations of 0.9%, pulling the annual rate of inflation down to below the 
inflation target range at 2.9%, down from 3.2% in January 2021. In 2020 consumer 
inflation averaged a mere 3.3%, down from 4.1% in 2019 and 4.6% in 2018. The 
2020 average was the lowest annual average inflation rate SA had experienced since 
2005 when consumer inflation also averaged 3.3%. 
 
Foreign residents once again remained net sellers of local paper, continuing the 
outflow since the beginning of the year. We maintain a cautious view of the asset 
class despite the recent bullishness as we still see a possible further deterioration of 
the local economy due to negative second-round COVID effects that has started to 
increase rapidly.  
 
RSA PROPERTY, ALTERNATIVES AND CASH  
 
The property sector had a more muted month compared to the volatile swings of late, 
performing in line with the broader market. We view the recent bullishness to have 
been more concerned with the general positive sentiment than a change in 
idiosyncratic factors or an increase in local sentiment. Depressed market conditions 
and the most recent company results indicate the severe impact that the Covid 
pandemic had on the sector.   
 
Although uncertainty is likely to remain in the medium-term the sector is starting to 
offer value. Risk to property valuations should subside with certainty around the 

vaccine rollout and efficacy and as the local consumer and macro environment 
recovers, we expect the sector to achieve predictable growing income coupled with 
potential capital growth. We maintained an underweight position in this asset class.  
 
In the SA money market, the 3-m JIBAR rate moved 3bp higher to end the month at 
3.68%, while the 12-m JIBAR rate rose by another 18bp to 4.63% after jumping 21bp 
last month. The 12-m T-bill average yield rose 9bp to 4.86%. The yield curve 
steepened during March as yields rose by 6.5bp at the shorter end, with the R2023 
nudging higher, while the R2030 rose by 46bp. At the long end, the R2048 was 62bp 
higher. The R2023 returned 0.23%, while the R186 returned 0.03% m/m. The R2030 
returned -1.95% while the ultra-long R2048 returned -4.38% m/m. A significant 
development was the National Treasury’s announcement that effective 30 March, 
the weekly fixed-rate bond auction amount will decrease by nominal R1.8bn from 
R6.6bn to R4.8bn, while the inflation-linked auction amount will decrease by R800m 
to R1.2bn.  
 
Credit spreads have contracted but the landscape remains very uncertain as \ the 
potential second round effects of Covid hit have SA Inc. The rand continued to 
remain strong but has now run into strong support around the R14 level to the USD. 
We believe that we have potentially reached the end of the rate cutting cycle and 
expect rates to stay on hold over the medium term.  
Cash remains the balancing item. 
 
RSA EQUITIES 
 
The FTSE/JSE ALSI returned +1.6% for the month in the SA equity market, while 
the Capped SWIX did even better, returning 3.7%. These returns were supported by 
continued strength in the PGM and gold shares, select industrials like MTN and 
British American Tobacco along with bank stocks. However, index returns were held 
back by Prosus and to a much lesser extent Naspers as Tencent (amongst other 
Chinese tech stocks) came under short term price pressure. Non-residents sold 
R0.7bn of SA equities. Traditional valuation metrics indicate that local equities are 
slightly cheap, given the latest economic data, but are not at bargain basement 
valuations by any stretch of the imagination. We continued to maintain an 
underweight position in local stocks within an emerging market equity portfolio 

TACTICAL  
ASSET ALLOCATION 
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INTERNATIONAL  
 
The month of March marked the 1-year anniversary of when the World Health 
Organization (WHO) declared that the outbreak of a novel coronavirus, first detected 
in China, had developed into a global pandemic. Over the past year, the virus has 
affected more than 118 million people and taken over 2.6 million lives, as countries 
have battled the pandemic with unprecedented social-distancing measures and 
lockdowns. Investors appeared to have priced in an accelerated global recovery from 
the pandemic on the back of unprecedented stimulus measures and a large vaccine 
rollout in especially the US, UK and other major developed markets. US President 
Joe Biden also unveiled a US$2trn "American jobs plan", which will focus on raising 
spending significantly on infrastructure categories as well as confronting climate 
change and attempt to curb wealth inequality. Biden claims that the plan would 
generate "millions of jobs" and proposed that a substantial increase in corporate 
taxes will partly fund it.The Federal Open Market Committee (FOMC) left the Fed 
funds rate unchanged at 0.00% to 0.25% – its level for the past year. However, the 
Fed significantly increased its economic forecasts and indicated that it does not 
expect to hike interest rates through 2023.  
 
Fed Chair Jerome Powell also said that the Fed would "tolerate" inflation above its 
2% target for a while before increasing rates. All the major US indices ended the 
month in positive territory, with the S&P 500 setting an intraday record on 31 March. 
Month-on-month, the Dow Jones gained 6.6%, and the S&P 500 rose by 4.2% (these 
two indices are up 7.8% and 5.8% YTD, respectively). The tech-heavy Nasdaq 
advanced by 0.4% during the month, its fifth consecutive positive month. 
 
It was a strong month for major European markets, with the region’s largest 
exchange, Germany’s DAX, up +9.4% for the first quarter, while France’s CAC rose 
6.4% MoM. In terms of economic data, both Germany and eurozone manufacturing 
PMIs hit record highs on the back of a demand rebound. Although the Eurozone’s 
services sector continued to contract, Germany’s services sector expanded in March. 
Business and consumer confidence data rose as hopes of an end to the pandemic 
and a pickup in economic activity surfaced. However, with the implementation of 
fresh lockdowns across Europe, economists only expect the economy to bounce 
back in 2021.Asia was mixed, with Chinese markets under pressure as the Hang 
Seng lost 2.1% during the month, while Hong Kong’s Shanghai Composite Index 
closed 1.9% weaker. The Hang Seng has been under pressure recently over the 

Chinese government’s move to enforce more stringent regulation and anti-trust 
scrutiny on the most prominent Chinese corporates. China’s official March 
manufacturing PMI came in at 51.9 vs February’s 50.6 print. The Caixin/Markit 
manufacturing PMI for March came in lower – at 50.6, vs February’s reading of 50.9. 
In Japan, the Nikkei closed the month 0.7% higher increasing 6.3% for the first 
quarter of 2021. 

Despite the solid economic data, commodities have seemed to run out of legs as oil 
and copper ended the month well off their recent highs, possibly succumbing to 
profit-taking. The Suez Canal opening, after days of being closed due to a grounded 
containership, also weighed on oil prices at month-end. Gold remained under 
pressure ending the month down 1.5% bringing the performance to 10% YTD. Iron 
ore lost 6.2% for the month. A notable exception to the metals complex was 
palladium, which climbed again on mine supply disruption and strong demand.  

 
 
 

UNDER-
WEIGHT ← ON-

WEIGHT → OVER-
WEIGHT PREVIOUS

 DOMESTIC
   Equities 85% 95%
   Bonds 95% 95%
   Property 85% 95%
   Alternatives 100% 100%
   Cash Balancing 100%
 OFFSHORE 120% 120%
   Equities 80% 100%
   Bonds 70% 70%
   Alternatives 100% 125%
 AFRICA 100%

 * positioning is as a % of strategic asset allocation
Summary:

++
+
Neutral
-
- -

NOVARE HOUSE VIEW: March 2021
TACTICAL POSITIONING*

Under-weight

Novare remains underweight domestic equitiies, domestic bonds and
domestic property: whilst maintaining an overweight to International assets.
Due to the limit of 30% to international assets, the balance of any domestic
assets will be invested in cash.
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TACTICAL  
ASSET ALLOCATION 

MSCI All Countries Equity 2.7% 4.7% 4.7% 55.3% 12.7% 13.8%
MSCI Emerging Markets -1.5% 2.3% 2.3% 58.9% 6.9% 12.5%
Global Bonds (R) -4.2% -3.9% -3.9% -13.4% 10.6% 2.6%

Brent Oil (USD/Barrel) -2.6% 21.1% 21.1% 138.1% -3.3% 9.4%
Platinum (USD/oz) -5.0% 8.2% 8.2% 59.6% 7.6% 3.4%
Gold (USD/oz) -4.8% -11.0% -11.0% 4.3% 8.3% 6.5%

3 Years 5 Years

3 Years 5 Years

YTD 12 months

1 month 3 months YTD 12 months

Global Assets (US$)

Commodity Prices

1 month 3 months Asset Allocation (Rand) 1 month 3 months YTD 12 months 3 Year 5 Years

Domestic Equities 1.6% 13.1% 13.1% 54.0% 9.7% 8.2%
Domestic Bonds -2.5% -1.7% -1.7% 17.0% 5.5% 8.7%
Domestic Cash 0.3% 0.9% 0.9% 4.6% 6.3% 6.8%
Domestic Property 1.2% 6.4% 6.4% 34.4% -12.9% -9.0%
International Equity 1.0% 5.6% 5.6% 28.1% 22.2% 13.4%
International Bonds -4.2% -3.9% -3.9% -13.4% 10.6% 2.6%
Exchange rate (R / $) -2.3% 0.6% 0.6% -17.2% 7.7% 0.2%

Scale:
Best performing asset class
Worst performing asset class
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Share Weight Return PE Ratio Share Contribution Quaterly Return

CASH 13.2% 0.0% 0.0 NPN 1.5% 17.0%

NPN 8.6% 17.0% 36.8 IMP 1.2% 35.6%

FSR 4.3% 1.1% 20.0 MTN 1.1% 44.3%

AGL 4.0% 19.7% 14.5 SOL 1.1% 58.1%

IMP 3.5% 35.6% 8.4 AMS 1.0% 49.1%

SBK 2.6% -1.3% 12.5 CLS 0.0% -4.9%

SSW 2.6% 8.3% 6.2 ANH -0.1% -10.3%

MTN 2.6% 44.3% 11.7 HAR -0.1% -12.6%

BTI 2.5% 3.0% 9.0 ANG -0.1% -6.0%

AMS 2.1% 49.1% 18.7 DSY -0.1% -13.7%

* estimate liquidy based on participating in no more than 25% of the average daily traded volume over the previous 3 months

Vunani: Top10 holdings Vunani: Top5 & Bottom5 estimate active contributors

0.7 0.7 0.7 0.6 0.6 0.6 0.6 0.6 0.6 0.6

OMN EPP IPF SRE ADH CCO AIP MEI DCP SNTN
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f 
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s
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o
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* Vunani: Most illiquid shares
100.0% 100.0% 100.0% 100.0%

0.0%

50.0%

100.0%

5 Days 10 Days 15 Days 30 Days

Vunani: Liquidity

* % that can be traded

13.2%

2.7%
0.0%

7.3%

21.0%

10.6%

2.5%

13.4%

21.0%

7.5%

0.0%

Portfolio

Sector Weightings

Cash Specialist Securities Alternative PEE Industrials Financials Information Technology Health Care Consumer Services Resources Consumer Goods Other

EQUITY HOLDINGS
The tables and graphs below set out the portfolio's holdings as a
percentage of the portfolio's equity holdings



Share Weight Return PE Ratio Share Contribution Quaterly Return

NPN 10.4% 17.0% 36.8 NPN 1.8% 17.0%

FSR 5.5% 1.1% 20.0 SOL 1.6% 58.1%

AGL 5.1% 19.7% 14.5 IMP 1.4% 35.6%

CASH 4.1% 0.0% 0.0 MTN 1.3% 44.3%

IMP 4.0% 35.6% 8.4 AMS 1.1% 49.1%

SBK 3.8% -1.3% 12.5 MCG 0.0% -3.8%

SSW 3.6% 8.3% 6.2 SBK 0.0% -1.3%

BTI 3.5% 3.0% 9.0 HAR -0.1% -12.6%

MTN 3.0% 44.3% 11.7 DSY -0.1% -13.7%

SOL 2.8% 58.1% 155.7 ANG -0.1% -6.0%

* estimate liquidy based on participating in no more than 25% of the average daily traded volume over the previous 3 months

Total Fund: Top10 holdings Total Fund: Top5 & Bottom5 estimate active contributors

10.9
9.8

8.6 7.8 7.2
5.9 5.7

3.8 3.8 3.6
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* Total Fund: Most illiquid shares

99.7%

100.0% 100.0% 100.0%

99.4%

99.6%

99.8%

100.0%

5 Days 10 Days 15 Days 30 Days

Total Fund: Liquidity

* % that can be traded

4.1%
2.6%

0.0%

8.4%

22.8%

12.5%

2.8%

14.2%

24.7%

8.0%

0.0%

Portfolio

Sector Weightings

Cash Specialist Securities Alternative PEE Industrials Financials Information Technology Health Care Consumer Services Resources Consumer Goods Other

EQUITY HOLDINGS
The tables and graphs below set out the portfolio's holdings as a
percentage of the portfolio's equity holdings
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ALTERNATIVE INVESTMENTS 
Any non-traditional asset class.  Investing in these generally provides a portfolio with greater 

diversification. 

ANNUALISED RETURN 
Where a cumulative return is over a period greater than a year, an annualised return is what 

the return is when converted into annual periods.  For example, if the cumulative return over 

a 3-year period was 6%, the annualised return would be approximately 2% p.a.  It means the 

investment earned an effective return of around 2% each year over the 3-year period (to arrive 

at the 6%). 

ASSET CLASS 
A type of investment, such as equities, bonds, cash, private equity etc. 

BENCHMARK 
What a portfolio, asset class or investment manager is judged against. 

BENCHMARK PERFORMANCE 
The performance return of an investment manager's benchmark or a Fund's strategic asset 

allocation. 

BOND 
A bond is issued by a company or country where it borrows money from the market, with a 

promise to repay it back.  Bonds are characterised by what interest is paid back each year, 

and how long the term of the bond is. 

CPI 
Consumer price index.  It is commonly used to identify periods of inflation or deflation. 

CREDIT RATING 
The rating given by a credit-rating agency, based on its view of the financial wellbeing of a 

company or country and the likelihood of default (i.e. inability to meet debt obligations). The 

highest rating is usually AAA, and the lowest is D. 

CRISA 
Code of Responsible Investing in South Africa. 

CUMULATIVE RETURN 
The aggregated return of an investment over a particular time-period. 

DERIVATIVES 
A derivative is a security of which the price is dependent upon or derived from one or more 

underlying assets. 

EQUITY 
Referring to the asset class, equity describes the ownership of a company.  An individual or 

financial institution can own part of the company by buying equity shares or stocks.  These 

are generally traded on a stock exchange, such as the Johannesburg Stock Exchange. 

FUND OBJECTIVE 
The investment objective that a Fund portfolio is trying to achieve.  This is generally a return 

in excess of CPI.  E.g. CPI + 3% per annum.

  

INVESTMENT  
GLOSSARY 
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HEDGE FUND 
A type of alternative asset class.  Here the investment manager generally invests in traditional 

asset classes, but has more tools to express their view of the market.  Hedge funds look to 

protect capital in times of market falls and offer diversification from traditional asset classes. 

INDEX 
A benchmark measure to gauge how an asset class has performed.  For example, the JSE 

All Share index is a measure to gauge how South African equities have performed. 

INFLATION 
The increase (or decrease) in the price of goods.  For example, if inflation over the year was 

5%, this means that prices rose by 5% over the period. 

INTERNATIONAL 
The assets of a Fund that are invested outside of South Africa. Exposure is limited to 25% 

per Regulation 28 of the Pension Fund, or 30% subject to 5% being invested in Africa. 

INVESTMENT OBJECTIVE 
The target that an investment fund or portfolio is trying to achieve.   

INVESTMENT POLICY STATEMENT (IPS) 
A document which sets out the investment aspects of the Fund, including its Fund objectives 

and describes the various strategies followed to meet them. 

MONTHLY RETURN 
The performance return over a month. 

MANDATE 
An investment manager’s portfolio and objective. 

OVERWEIGHT 
To have a higher allocation in a particular asset class or security than what the comparable 

benchmark indicates. 

PERFORMANCE 
How much the value of a portfolio or instrument has grown by over a particular period. 

PRIVATE EQUITY 
An alternative asset class where investors buy equity ownership of a company but where the 

equity is not listed on a stock exchange. 

PROPERTY 
An asset class where one invests in property either directly (i.e. buying a property) or indirectly 

(i.e. buying property shares on the stock exchange). 

PROTECTED EQUITY 
An asset class giving the investor exposure to equities, but whilst also offering protection 

against market falls.

 

INVESTMENT  
GLOSSARY 
INVESTMENT  
GLOSSARY 



C3 

 

REGULATION 28 
Refers to regulation 28 of the Pension Funds Act, i.e. the guidelines for South African 

retirement funds which is aimed at ensuring Funds are not taking on too much risk, by limiting 

the excessive use of specific investment instruments, markets and asset classes. 

REPO RATE 
The interest rate which the Reserve Bank lends money to the commercial banks.  An increase 

in the repo rates puts pressure on commercial banks to increase the prime rate. 

SHARPE RATIO 
A statistical measure indicating the reward for taking on an additional unit of risk.  A high 

positive value is ideal as it indicates that for the risk taken, positive returns were achieved. 

STRATEGIC ASSET ALLOCATION 
This is the target that a Fund portfolio should be invested in over the long term across various 

asset classes.  The strategic asset allocations are designed to help meet the Fund objective. 

TACTICAL ASSET ALLOCATION 
These are deviations made away from the strategic asset allocation with the aim of enhancing 

performance based on views of the investment markets. 

 

TRACKING ERROR 
A statistical measure indicating the deviation or difference of a portfolio's return compared to 

its benchmark return. 

TRADITIONAL ASSET CLASS 
This generally refers to equities, bonds, cash and property 

UNDERWEIGHT 
To have a lower allocation in a particular asset class or security than what the comparable 

benchmark indicates. 

VOLATILITY 
A risk measure characterised by the standard deviation of portfolio returns.  The higher the 

value, the higher expected risk. 

YEAR-TO-DATE ("YTD") 
The performance return since the beginning of the latest calendar year 
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CONTACT US 
Novare Actuaries and Consultants (Pty) Ltd 

Registration No: 2001/008015/07 

Third Floor, The Cliffs Office Block I 

Niagara Way, Tyger Falls 

Carl Cronje Drive, Bellville, 7530 

South Africa 

P O Box 4742, Tyger Valley, 7536 
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