
 

 

 

In this newsletter we discuss the types of decisions members make during times when markets move sharply up and down 

over short periods (ie are volatile), and the long term impact of these decisions. You will also see our usual snapshot of the SA 

economy / currencies, as well as how markets and your Fund’s investments have performed. 

 

               The economy 

 

Headlines as at 28 February 2017: 

 

► Consumer Price Inflation (CPI) was 6.30% over a 1 year period 

► The Rand was R13.12 to the US Dollar as at 28 February 2017 (and closed at R 12.98 on 29 March 2017)  

► The Prime interest lending rate remains at 10.5%  

 

International highlights 

 

► The US share market performed better than emerging markets (like SA) in February 2017. This was due to 

the market expecting the US government to relax laws relating to the economy (deregulation) and tax 

cuts 

► Emerging markets are not currently popular with international investors, due to US President Trump’s 

trade policies (which don’t favour international trade). 

 

Local highlights 

 

► In the Budget Speech 2017, government announced measures to increase business and individuals’ tax 

rates, reduce government spending and consolidate SA’s debt. Unfortunately international investors did 

not react as positively as was hoped to these announcements and SA’s share markets did not go up 

► SA’s economy is flat at the moment. The reasons for this are: 

o South Africans and SA businesses are spending less as a result of higher taxes 

o Government’s debt to GDP (“Gross Domestic Product” which measures the health of our 

economy) ratio has increased over the last number of years. This has had a negative effect on our 

economy 

► Resource shares (eg mining shares) have been performing better than other SA share classes, but have 

taken a turn for the worse in February 2017. 

 

 

                 Which type of member are you? The four member reactions to market volatility 

 

We are in a period of share market volatility and our fund investments are not giving high returns at the moment. 

Our emotional instinct as fund members is to reduce our investment in shares and to not use our full tax 

deductible contributions during such times. However, those who do the exact opposite of this come out on top at 

retirement.  

Imagine we all had a share of fund of R100,000 right now and had 20 years until we retire. Have a look at these 

typical member reactions to market volatility: 
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1. The Reactive Member: 

This type of member reacts negatively to  

share market movements. They: 

 

Leave their contributions to retirement at 10% of fund salary, in spite of fund members now having a 

27.5% tax deductible member contribution to funds 

 

Move their shares of fund to a conservative investment portfolio (low shares), until retirement. 

 

2. The Apathetic Member: 

This type of member doesn’t care and doesn’t  

do anything. They: 

 

Leave their contributions to retirement at 10% of fund salary, in spite of fund members now having a 

27.5% tax deductible member contribution to funds 

 

Leave their share of fund in a balanced investment portfolio (medium shares), until retirement 

 

3. The Prudent Member: 

This type of member listens to best advice.  

They: 

 

Increase contributions to retirement to 15% of fund salary 

 

Leave their share of fund in a balanced investment portfolio (medium shares), until retirement 

 

   4. The Proactive Member: 

This type of member thinks ahead and  

understands that their retirement savings are  

long term investments. They: 

 

Increase their contributions to retirement to 20% of fund salary 

 

Move their share of fund into an aggressive investment portfolio (high shares) until retirement. 

Which type of member are you? Which type of member do you want to be? 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                    How do the four types of members’ retirement benefits measure up? 

Understanding the table: 

The reactive member who put his retirement savings in a low 

shares investment portfolio did worse than the apathetic 

member who did nothing! Remember that they both 

contributed 10% to retirement, but the reactive member lost 

out on half a million Rand of growth by moving their 

retirement benefit to a low shares investment  

At retirement, the proactive member’s benefit was over R3 

million higher than the reactive member’s benefit, over R2.5 

million higher than the apathetic member’s benefit and over 

R1.6 million higher than the prudent member. Remember, all 

the proactive member did was use more of the tax deductible 

contribution (20%) and invested in a high share investment 

portfolio. 

*The figures in this table have assumed that the three risk profiled 

portfolios have achieved their targeted returns for the 20 year period. 

Let’s see how these typical types of members’ 

shares of fund compare after 20 years 

(retirement date): 

1. Reactive Member 

2. Apathetic Member 

3. Prudent Member 

4. Proactive Member 

R2 133 737.64 

R2 723 419.09 

R3 747 312.41 

R5 362 565.20 

After 20 years (at retirement): 



* 

Investment Return: 

12 months to            

28 February 2017 

Investment Return: 36 

months to                   

28 February 2017 

Investment Benchmark: 

36 months to 

28 February 2017 
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Our Fund’s Investments  

 

 

 

 

 

 

Asset classes 

 

Time weighted investment returns measure 

a single investment at the beginning of the 

period and then that same single investment 

at the end of the period. On the other hand, 

money weighted investment returns take 

into consideration time plus the Fund’s cash 

flows, after investment costs.. 

Even though the share markets are volatile, 

they continue to give investment returns 

which are higher than inflation over 3 and 5 

years periods.  

Remember, “volatility” in relation to share 

markets means share markets move sharply 

upwards and downwards over short periods 

of time. On the other hand, cash investments 

will generally give returns slightly higher than 

inflation, over a similar period. 

Notes: 

► The return earned by an investment 

portfolio is the actual gain or loss 

that portfolio achieved (over the 

period measured). 

► The benchmark for each investment 

portfolio is the “line in the sand” set 

by the Fund, which the investment 

portfolio should earn over time. 

► If the difference between the return 

and the benchmark is + (positive), 

your portfolio has done better than 

its benchmark.  

► If the difference is – (negative), your 

portfolio has not performed as well 

as its benchmark.  

Generally, Trustees will review investment 

portfolios that don’t perform in line with or 

better than their benchmarks, measured over 

a 3 year period. 

 

This newsletter does not contain investment advice. Your Management Committee strongly urge you to discuss your personal financial planning with a certified financial planner. 

1 Year to 

28 February 2017 

3 Years to 

28 February 2017 

 

5 Years to 

28 February 2017 

 

Consumer Price 

Inflation (CPI) is 

6.3% over a 1 year 

period, 5.74% 

over a 3 year 

period and 5.67% 

over a 5 year 

period. 


