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n this edition of Blue Chip, we look at the new and the old. On average,
people with some form of retirement savings can expect to receive a
retirement income of just over a quarter of their salary at retirement, which
is unlikely to sustain them throughout their post-work lives. A financially
secure retirement means a person needs to replace their salary with a roughly
equivalent pension.
To make it easier for people to save adequately for retirement, government
introduced the Taxation Laws Amendment Act aimed at simplifying the landscape
by aligning the various retirement savings vehicles and their tax treatment. Andrew
Davison, head of advice, Old Mutual Corporate Consultants, uncovers the details
of the Act on page 44.
Tom Brukman, Chartered Wealth Solutions, tells us how to add value to clients who
are considering a living annuity option on page 48. Discovery writes about how an
increasing life expectancy affects retirement on page 46. As people live longer, while
conceiving less, the related and revised world population prospects data, released
by the UN, estimates that the number of people across the globe aged 65 or over
will more than double by 2050. The number of people living beyond 80, meanwhile,
is expected to triple.
In essence, the longevity revolution presents us with a fantastic, urgent problem:
How do we plan for our healthier, longer lives? As people live longer, but work for the
same amount of time, or less, it will soon become a reality that we spend as many years
working as we do in retirement. This has implications in terms of the proportions of our
salaries that we need to put away each month to have enough to live on when we retire.
In part one of their miniseries, Discovery describes how the Fourth Industrial
Revolution is creating the need for new solutions (page 20). It is a well-documented
reality that the majority of South Africans do not save enough from their incomes to
achieve financial freedom in retirement. When this intersects with the new reality where
it is becoming increasingly uncertain whether the skills that enable those incomes will
remain relevant, we have an age-old problem, colliding with a rapid evolution. And
rapid evolution brings us to the new.
Do not miss The future of investing (page 14), Blue Chip interviews Grant Locke, Head
of OUTvest, about the recent launch of their exciting platform, built from the ground up
for financial advisors. Jen McKay, Linktank, speaks about technology integration options
for financial advisory businesses (page 42) and on page 39, Louis van der Merwe CFP®
WealthUp, discusses technology efficiency.
Alexis Knipe, Editor
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Life or Investment policy sales during times of social distancing,
accelerated through one of the first comprehensive financial
adviser digital solutions in South Africa, 1Life Vantage.
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The Vantage way

•

•

•

Lengthy process could take up to
3-weeks for a life policy to be issued

through processing and policy
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Excessive paperwork to be

Remote acceptance via electronic
signatures and OTP functionality
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Real time underwriting, straight
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paperwork to be completed, that
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includes the record of advice

Record of advice and additional
documents to be completed

•

Financial adviser onboarding via a
one-page application form

Contact us at brokers@1life.co.za to arrange your
complimentary demo, or to find out more.

1life.co.za/vantage
1Life Insurance Ltd is an authorised financial services provider and life insurer.
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Not all group
risk solutions
are created
equal.
Group risk cover is all the same, right? Well, only if
you take the same approach as every other product
provider. At BrightRock, we do things differently.
Our unique needs-matched group risk solutions
mean your group risk scheme’s members can enjoy
unrivalled claim certainty, flexible cover that meets
their needs – now and in the future, and more cover
for the same premium.

It’s a very different approach, delivering group risk
cover that precisely matches members’ needs – a
group risk product without equal.
Get the first ever needs-matched group risk
cover. Speak to your financial adviser or visit
www.brightrock.co.za/group-risk-cover/ to find
out more.

brightrock.co.za
BrightRock Life Ltd is a licensed financial services provider and insurer.
Company registration no: 1996/014618/06, FSP 11643. Terms and conditions apply.
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A huge thank you
from the FPI
Lelané Bezuidenhout CFP®
CEO, Financial Planning
Institute of Southern Africa

The CEO of the Financial Planning Institute counts her blessings
and thanks everyone for the incredible work done in the
face of an almost-insurmountable Covid-19 third wave.

W

elcome to this edition of Blue Chip. The
last time I wrote to you, we were between
the second and third waves. We are in the
middle of the third wave now, which is
much worse than the previous two were, especially
in Gauteng. My heart and my prayers are with every
family that has been affected in one way or another
by this terrible virus. Because of the risk, the FPI is still
working remotely.
Thank you to all the staff for your dedication. I also note
(humbly) all the compliments posted on social media about
the FPI’s excellent customer service during this time. Thank
you to the members who took the time out to acknowledge
this. Some members even wrote to me directly, praising
specific staff members for their dedicated customer service.
At the FPI, our staff values and principles are the same as
those we expect our members to adhere to:
• Client first. We act in the best interest of our clients.
• Competence. We believe in the continuous professional
development of our staff. Special thanks goes to the
SETAs, especially the Insurance Sector Education
Authority (INSETA), for assisting the FPI with bursaries
and learnerships.
• Confidentiality. We understand the need to comply with
regulations, especially POPIA.
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• Diligence. We take pride in what we deliver.
• Fairness. We treat others the way we want to be treated.
• Integrity. We will always be honest, consistent and
transparent in everything we do.
• Objectivity. We avoid all possible conflicts of interest.
• Professionalism. We strive to be excellent at everything
we set out to do.
New board members
We had a great response to the call for new board
members. I am pleased to welcome Jitesh Jairam
(appointed) and Olwethu Masanabo (elected) – both CFP®
professional members of the FPI. As I type this, Jairam
and Masanabo are in board member induction training
with our company secretary. Thank you to everyone who
made themselves available for the elections – we will pull
you closer to the FPI in our other committees. A body
such as ours needs all the volunteers it can muster to help
us achieve our vision: professional financial planning and
advice for all.
AGM report back
The FPI had a very successful annual general meeting in June.
Well done to company secretary, Kobus Oosthuizen, chair of
the FPI board, Navin Ramparsad and chair of the FPI’s audit
and risk committee, Heinrich Punt.

A body such as ours needs all the volunteers it can muster to help us
achieve our vision: professional financial planning and advice for all.

Unfortunately, I missed the AGM. It is the first one I have
missed – I was sick in hospital. With such a highly competent
management team taking care of things, I was able to focus
on resting and getting better. Thank you to everyone who
helped during that difficult period.
Upcoming events 2021
Continuous professional development (CPD) is a vital part
of any professional’s competency levels. CPD ensures that
you remain relevant to your clients’ needs, especially in
current times.
FPI workshops
• Retirement and Investments [5 August]. This session
focuses on technical knowledge needed from a
retirement, tax and investment-planning point of view.
We will also be launching an exciting paper on risk profile
as a component of suitable advice. (The paper is based on
work that was done in a combined FIA and FPI workshop.)
• Estates and Trust [15 September]. This workshop reviews
the technical knowledge needed for estates, tax and trust
planning. The FPI will reflect on ethics issues and the
related updates within the space.
• Tax Planning [30 September]. The FPI discusses immigration
and foreign assets, as well as the new income tax deduction
allowances for home-office expenses as outlined by SARS.

2021 FPI Professional Convention
25 and 26 October
It is time for the FPI’s flagship event – the 2021 FPI Professional
Convention. This year’s theme is The Future is Human. We
have secured great international speakers, as well as local
speakers, who will address topics that relate to human
behaviour, as well as technology that frees up the human
financial planner to spend more time on face-to-face with
their clients.

FPI’s integrated report
The FPI has put together a comprehensive 2020 integrated
report that provides feedback to our stakeholders. 2020 was
the year that shaped us and forced a revolution in the way
we work. The report will be released shortly.
In closing
We are grateful for the time we have been gifted with to
make an impact in our own lives and the lives of others. We
continue to serve and deliver excellent customer service.
Even though we have been forced apart, technology has
brought us closer than ever before, and we continue to have
robust stakeholder engagements.
I wish you all the best for the second half of 2021. Stay safe.

www.bluechipdigital.co.za
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On the money
Making waves this quarter

A matchmaking investor platform like no other | Activating aptitudes, lifelong
learning and continuous development | Digital solutions for financial advisors

Iress launches platform to connect modern investors with listed companies
Last year was termed the investor boom, as first-time investors started trading
to earn extra income or replace the loss of income due to lockdown pressures.
The market grew to an all-time high, making up 15% of the global retail
investor community, and presented opportunities for newly-listed companies
to connect with tech-savvy investors seeking sustainable investments.
With the launch of Iress’ investor relations, South African listed
companies can engage with investors in a richer, personalised way
by sharing sustainability reports, strategic business insights and
uploading corporate videos to showcase their community initiatives
on the Listcorp platform.

“The Listcorp partnership is valuable to investors as they can discover
and research companies in a social media style format, giving access to
more accurate and useful information for free. Plus, they can message
the company through the platform to become an instant investor,” says
Stuart Campbell, head of sales for Iress, South Africa.
This collaborative matchmaking investor platform is like no other. It allows
companies to broadcast up-to-the-minute news that modern investors can
review on their phones and make calculated long-term investments that
ultimately align with their wealth goals to become financially independent.
Visit iress.com/investor-relations to find out more

The ABCs of CPDs
Continuous Professional Development (CPD) is a lifelong learning
process, where a financial planning professional systematically
engages in activities that maintain your aptitudes required
for professional practice. CPD is compulsory and applies to all
members, whether in public practice, industry, commerce,
education, the public sector or any other field as well as those
retired from practice.
As a professional member, you are required to obtain 35 CPD points
for every reporting period. The reporting period is 12 months and
starts on 1 June each year and ends the following year on 31 May. FPI
members must obtain the minimum CPD requirements during the
reporting period. CPD hours obtained during a certain cycle can only

be claimed for that cycle. A minimum of five CPD points must be on
Ethics and Practice Standards.
What qualifies as CPD?
As a member you may claim for CPD activities that are relevant to the
knowledge, skills and abilities as recorded in the FPI Financial Planner
Competency Profile and Code of Ethics and Practice Standards. These
activities include:
• Attending FPI CPD events
• FPI approved CPD programmes from other providers
• Online courses or programmes
• Webinars
• Professional reading

1Life, an alternative solution
for financial advisors

Visit www.fpi.co.za for more information and for a detailed list of defined activities. For all new member or non-member enquiries email: membership@fpi.co.za

1Life, an alternative solution
for financial advisors
When you join 1Life as a financial advisor partner, you have automatic
access to Vantage, our digital solution for financial advisors. It is one
of the first, fully comprehensive solutions in South Africa.
Through Vantage, we accept both limited and comprehensive
underwriting within 35 minutes. This is enabled by straight-through
processing and no medicals on fully underwritten life, dread disease
and disability cover. Our limited underwriting process allows for only
six medical questions to be completed and the addition of an HIV test,
simplified through
www.bluechipdigital.co.za
a saliva test at the nearest Clicks store.
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The solution is fully integrated,
meaning that it uses the 1Life Plan
(FNA) to ensure rapid processing
and appropriate risk and investment
product selection. 1Life Plan also
incorporates affordability modelling
on top of life stage planning.
1Life Vantage can be accessed from any smart device and it enables
you to conclude business completely remotely and engage with your
client in real time, anywhere and anytime.
We leave you with more time to attend to the advice process, while
we unlock a host of value for your clients. On top of this we offer
four unique commission models with daily commission payments.
For further information please visit www.1life.co.za or email brokers@1life.co.za

On the money
Making waves this quarter

ETF listed on JSE in 2021 | Humans Under Management | #lovechange

CoreShares lists global ETF on the JSE
The Johannesburg Stock Exchange (JSE) recently announced the listing of
CoreShares Total World Stock Feeder Exchange Traded Fund (ETF), giving
South African investors exposure to large-, mid- and small-cap stocks across
25 developed and 24 emerging markets.
This is the third ETF to list this year and brings the number of
ETF listings on the JSE to 81 with a total ETF market capitalisation
of R109.5-billion. The ETF will track the FTSE Global All Cap Index,
comprising over 9 000 constituents across 10 sectors.
“We have also priced the ETF to be a cost leader within this category
with an expected forward TER of only 0.29%,” says Gareth Stobie, MD
of CoreShares. Valdene Reddy, director of Capital Markets at the JSE,

has welcomed the listing of the CoreShares Total World Stock Feeder
ETF on the JSE, pointing out that it will offer diversification benefits
to South African investors.

Humans Under Management SA

founder of consultancy, Nudging Financial
SAVE THE DATE:
Behaviour, and teacher at UCT, will share her
15 September
sage perceptions of investor behaviour.
2021
Nine South African financial planners are set
to reveal their hard-earned insights and experiences
on a range of themes including: How to Position Fees with
Clients (Wouter Fourie); Doing Succession Successfully (Ebrahim
Moola); Lifestyle Financial Planning (Dirk Groeneveld); Making your
Brand Work (Nonhlanhla Nxele); Younger Advisors, Older Clients
(Tiffany Havinga); Life Planning and Coaching (Keith McDonald);
Forging the Path of Independence (Gugu Sidaka and Palesa Dube)
and Positioning Investments with Clients (Johannes Landman).

The third Humans Under Management (HUM) SA conference (held
virtually this year) has a focus on the behavioural aspects of investing and
financial planning. HUM founder Andy Hart, says that the conference is
unique in that it is, “organised by financial advisors for financial advisors”.
Headlining an exciting speaker list this year is Morgan Housel,
author of recently released book, The Psychology of Money. Housel is
a partner at the Collaborative Fund, a US venture capital firm and is
a former award-winning columnist with Motley Fool and Wall Street
Journal. Other international speakers include Andy Hart from the UK;
strategic consultant, Dennis Moseley-Williams and client experience
specialist Julie Littlechild, both from Canada. Dr Gizelle Willows CA(SA),

For tickets and more on the event, visit www.humansundermanagement/southafrica2021

We’re celebrating 10 years of #lovechange
Thank you for choosing BrightRock
When we started our change-loving company a decade ago, it was in
the aftermath of the 2008 recession. A crisis that called into question the
invulnerability of financial institutions. The global corporations tasked
with protecting people’s money had failed to do so. It was also a time
when new technologies enabled people to take control of their lives.
BrightRock saw an inherent opportunity to use technology and people’s
desire for control to be the architect of its needs-matched money products
– thus helping people navigate change in their own lives. We pay claims
that other product providers wouldn’t be able to pay, and where they can,
we often pay out more than they would.
Now covering over 2.8-million lives, 5 000 contracted independent
financial advisors and more than R350-billion total cover in force, BrightRock

has grown into a financial services
institution of scale over the past
decade through our needs-matched
approach to insurance.
With your support, BrightRock
is poised to continue growing and
innovating, to find better ways to
meet your clients’ financial needs
throughout their lives, and to change
our industry for good. Love Change! Schalk Malan, CEO, BrightRock
BrightRock Life Ltd is a licensed financial services provider and insurer. Company registration
no: 1996/014618/06, FSP 11643. Terms and conditions apply.

On the money
Making waves this quarter

Diversification to the defense | Sanlam Benchmark: Covid impacts uncovered

The case for diversification has never been stronger
Diversification rests on the ability to minimise overall risk towards
portfolio returns by combining a set of assets that interact with each
other in an opposing manner. This characteristic becomes vital when
things go haywire, because the resistance of the defensive assets would,
to a certain degree, offset the losses introduced by cyclical assets.
Effective diversification thrives in an abundant set of available investable
assets. Being able to invest in local offerings such as South African equities
and bonds, as well as offshore offerings like developed market bonds and
emerging market equities, allows investors to get closer to this diversification
objective. The various asset classes not only offer interesting interactions,
but the distinct fundamentals prevalent in the various regions also have a
unique effect on the performance of the various asset classes.
South African bonds continue to offer a good value case. Not only are
they attractive from a real yield perspective, but they also offer good value
from a relative perspective; given that the relative yield of South African
bonds in relation to US bonds remains attractive. It therefore means that
carry trade premia can be attained with limited duration and credit risk.

It’s clear that numerous assets offer a great overall value proposition
over the short to medium term. In these uncertain times, it’s best to stick
to the basics and apply methods
that have been tested over years
to offer value in tough conditions.
Portfolio diversification across
asset classes is one of those
methods and a diversification
of investment theses is another.
Combining these two sources of
diversification ensures that we
don’t reach hard conclusions and
run portfolios with a balanced mix
of assets. When applied correctly,
it has proven to be a veritable Vanessa Mabophe,
gold mine through both the Quantitative Analyst, Prescient
worst and the best of times.
Investment Management

COVID-19 AND THE RETIREMENT INDUSTRY
The recent Sanlam Benchmark Survey unpacked the deep impact
that Covid-19 has had on the retirement industry, with 27% of standalone retirement funds and 41% of umbrella funds employers having
suspended retirement fund contributions last year. This resulted in an
average suspension across all fund types of 4.5 months.
“Tragically, 7% of stand-alone funds are in the process of liquidation
and no less than 40% of funds and employers have shared with us
that their staff or members experienced a reduction in pay. A total of
27% of stand-alone funds and 31% of participating employers cited
retrenchment at the workplace,” says Kanyisa Mkhize, chief executive
officer at Sanlam Corporate.
Fund consolidation accelerates
The consolidation of stand-alone funds into umbrella funds accelerated
during the pandemic with the FSCA reporting 1 500 active registered
funds in 2020, well down from 16 000 in the early 1990s.
At 94%, it is safe to say almost all stand-alone funds had trustee
endorsed strategies in place; among umbrella sub funds, a slightly
smaller proportion (85%) had such strategies. It was surprising that
there were funds that reported not having such strategies given that
legislation requires trustee-endorsed strategies to be in place.
www.sanlambenchmark.co.za

Regulation 28 amendments
Over the years, the research covered some of the broader investment
themes, namely Regulation 28, transformation and ESG. The study
looked at attitudes to infrastructure investments. Stand-alone
retirement funds anticipated investing 6.6% of their assets, on
average, in infrastructure while umbrella funds anticipated only 4.7%.

Momentum Financial Planning
recruitment initiative
A career in financial planning is about wanting to
help others succeed

TECHNOLOGY

Grant Locke,
Head of OUTvest
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TECHNOLOGY

The future

of investing
Blue Chip sat down with Grant Locke, Head of OUTvest, to chat about the recent
launch of their platform, built from the ground up for financial advisors.

Grant, what exactly is OUTvest for advisors?
OUTvest aims to help advisors scale their practices and grow their
revenue, while reducing their administrative and compliance
burdens, as well as the cost of investing for their clients.
Our white-labelled platform allows an advisor to build and
implement a personalised investment plan in minutes, including
generating and signing of the record of advice, with no documents
to upload. Once implemented, the client and advisor can track the
progress of the goal until it has been achieved.
We will even generate and distribute the annual review on
behalf of the advisor on the anniversary of the investment.
Advisors or clients can instruct amendments or transactions
(coming soon) digitally, and where the advisor instructs,
the platform will automatically ask the client to approve the
instruction and retain an audit trail to assist the advisor with
record-keeping.
We all know that investment
fees matter, and we have built a
fee proposition that we believe is
a game-changer. It’s called ONEfee,
and to achieve it, we had to change
the way that fees are charged when
compared to the rest of the retail
investment industry.

How does OUTvest help advisors scale their practice?
A financial advisor can potentially complete an entire investment
journey in minutes, within a white-labelled platform. This includes
upfront, product-specific advice and onboarding, with the digital
signature of the Record of Advice. No other administration
required. No uploading KYC documents, and no additional work
associated with a Section 14 transfer if added.
What’s more, clients can sign up remotely, without the advisor
even being present, through a white-labelled link.
From the client’s viewpoint, the advisor has designed and
developed a tailored investment plan, which can be tracked all
the way to completion on the client portal or the app. The result
is that the conversation shifts from short-term performance
to a focus on achieving the long-term client objectives,
balancing the conversation between both contributions and
investment performance.
The underlying investment
exposures are designed specifically
to work with the platform and are
designed using the latest portfolio
construction methods to focus
on efficiency and low cost. The
performance of the funds against
their respective performance
objectives and the relevant peers
in the market are carefully reviewed
by a qualified investment committee on an ongoing basis.
Changes to the asset allocation of the funds are made through
a researched and documented process aimed at identifying
changes in investable opportunities on a structural level. We don’t
implement tactical changes to the index portfolio construction,
only long-term changes.
Our primary aim is to make sure the investment approach is
as low cost and efficient as possible while being well-diversified
and compliant with applicable regulations.

Our primary aim is to make
sure the investment approach
is as low cost and efficient
as possible while being
well-diversified and compliant
with applicable regulations.

Helping advisors grow their tail
Regulatory pressure keeps rising, and many advisors are
purposefully shrinking their practices to try to cope with the
increasing requirements – an unintended consequence, but
necessary for advisors to ensure they are compliant.
We believe that OUTvest for financial advisors can help advisors
continue to scale their practice faster and create a meaningful
book that will allow them to identify the next generation of highnet-worth clients. And, of course, build solid relationships early
on – for the long term.

www.bluechipdigital.co.za
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TECHNOLOGY
How do financial advisors protect their margins, and reduce
the overall cost of investing for their clients?
One of the most important indicators of what your clients will get
out of their investments, is determined by the fees they are charged.
And yet, advisors need to ensure they can recover the cost of
ensuring their clients can access good-quality financial advice.
We believe that our ONEfee can help advisors reduce the cost
of investing for their clients and improve the transparency of fees.
The ONEfee means exactly what it says, a single fee that can be as
low as 0.2% excluding the ongoing advice charge. The financial
advisor further still has flexibility to negotiate the advice fee with
the customer and this is calculated and shown to the client during
the investment planning.
No asset management charges, no transaction costs, no
product wrapper fees – and VAT is included. We believe this is one
of the most aggressive fee models in the industry, which means
that you can protect your margin and potentially lower the total
cost of investing for your clients.

integrated into our automated advice technology. This includes
our forecasting engine, calibrated with over 115 years of market
history that we are currently in the process of updating.
We are immensely proud of these results and believe they can
help advisors support their client’s investment objectives.
What is the underlying investment solution on the OUTvest
platform?
The investment solutions have been designed to work specifically
with our digital platform and the approach to asset allocation
and portfolio construction is evidence-based – all designed in
partnership between CoreShares and OUTvest, in conjunction
with S&P Dow Jones Indices.
We believe that the most important determinants of the
performance of the investment products are efficient, diversified
portfolio construction and an obsession with managing costs in
the trading and rebalancing of the portfolios.
For us, evidence suggests that active stock and security
selection works well in the money markets, where credit selection
and duration can have a massive impact on the performance,
versus a money market benchmark. This is one of the key
reasons we work with the team at Granate Asset Management,
who provide and manage the Granate SCI Money Market Fund
on our platform.

We are one of the first integrated
investment platforms designed from
the ground up to focus on helping
investors achieve their objectives.

There are lots of firms that talk about outcomes-based
investing. What makes OUTvest different?
We are one of the first integrated investment platforms designed
from the ground up to focus on helping investors achieve their
objectives. In fact, we track this across every single investment
contract on our platform.
A total of 83% of all investment contracts on our platform
have achieved at least 90% of their forecasted objective,
where investors have followed our automated advice and not
withdrawn early. *
We believe that we have been able to achieve this because
we use low-cost, efficient investment solutions that are closely
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For our risk portfolios, we have launched four custom indices
(indices of indices) calculated by S&P Dow Jones Indices.
CoreShares tracks those indices as closely as possible in the four
other collective investment schemes on the platform and these
are rebalanced twice per year. This means that holdings in each of
funds are a collection of stocks and Exchange Traded Funds (ETFs),
which helps us minimise the ongoing cost of managing the funds.
We have an investment committee and an index advisory
committee responsible for the governance of the investment
solutions and we carefully review the absolute performance,
tracking error, peer group performance and market and economic
context in which the funds are operating.
These funds have been live on the platform for over three years
and all five funds have performed in line with or outperformed
more than half of their relevant peers. ** 
* Data as of 27 May 2021
** Source: Morningstar, performance calculated over three years to the end of April
2021. Performance is calculated against relevant peers based on ASISA categories
for each of the respective funds and compared to each funds oldest share class. Past
performance is not guaranteed and may not be repeated in future.
OUTvest is an authorised FSP and is powered by OUTsurance. All our investments are
exposed to risk, not guaranteed and dependent on the performance of the underlying
assets. Past performance is not indicative of future performance. Ts and Cs apply.

To illustrate how
OUTvest can streamline
your advice practice,
this ad is only
one sentence long.

To f ind out more
sms ‘out’ to 44599
or visit outvest.co.za
OUTvest is a licensed FSP.
Free SMS. OV21/0118/E

INFRASTRUCTURE

The Infrastructure Drive
In a country bleeding from the fallout of the Covid-19 pandemic, many see sustained upgrades to
South Africa’s infrastructure as the panacea that will kickstart the economy. But will it work?

I

n September 2018, the South African government announced
the Infrastructure Fund Initiative that is focused on transforming
South Africa’s infrastructure. The goal of the Infrastructure
Fund is to attract over R1-trillion in private capital to fund the
country’s infrastructure shortfall.
South Africa’s spending on infrastructure through time has been
comparatively lower than many other countries, and considerably
lower than countries that have experienced substantial economic
growth over the past 30 years like China, the US and Singapore.
Furthermore, all these countries have expanded their economic
infrastructure to stimulate and grow their economies.
Right off the bat, it is important for us to clarify what exactly
infrastructure is. Infrastructure is defined as the basic physical and
organisational structures and facilities needed for the operation
of a society or enterprise. So, roads, railways, ports, bridges and
all other physical assets that help a society to function would be
considered infrastructure.
Infrastructure development in South Africa has a long and
complex past, which is intricately linked to the development of the
mining industry. Many of the country’s core infrastructure assets
including its rails, electricity generation and roads were primarily
built to service the mining industry. Through time, South Africa
has developed a core network of infrastructure assets. However,
this core infrastructure network has not been maintained and
expanded sufficiently to service the country’s citizens.
Perhaps the best way to show how much capital is required to
address this shortfall is to compare current infrastructure spending
levels to those envisaged by the country’s National Development
Plan1. The NDP’s goal in 2010 was to increase infrastructure spending
to 30% of Gross Domestic Product (GDP) by 2030. Below we show
actual investment levels in South Africa compared to this target.
Figure 1. Infrastructure investment in South Africa vs the NDP
target as a % of GDP (1960-2019)

Figure 1 shows that only for a short period of time in the 1970s,
the country was able to meet the NDP’s target for infrastructure
investment. Subsequently, the spending shortfall has been
quite considerable. As a more reasonable shorter-term goal, the
Department of Public Works and Infrastructure has set a target of
increasing investment to 23% of GDP by 2024. However, this is still
a massive task. To put it in perspective, spending at 18% of GDP in
2019 amounts to around R910-billion. Increasing this to 23% would
require around R260-billion a year in additional expenditure, which
is the equivalent of nine new Gautrain projects a year.
According to Futuregrowth Asset Management, there are currently
around 276 planned infrastructure projects in South Africa valued at
R2.3-trillion that currently require R1.7-trillion in additional funding.
The funding gap faced by energy infrastructure projects is by far the
largest, followed by water and digital infrastructure projects. The
funding gap will need to be filled by government and the private
sector. However, how much each party will contribute is unknown.
As shown in Figure 1, over the past 60 years the private sector
has always been the largest contributor to infrastructure investment.
Moreover, when the private sector has gotten involved in funding
infrastructure projects, they have been relatively successful. One
example of this success is the Renewable Energy Independent Power
Producer Procurement Programme (REIPPPP) – a government-led
infrastructure initiative to increase investment in the country’s
renewable energy production.
The expected benefits from infrastructure projects in South Africa
are far-reaching. Not only are they expected to supplement trade,
increase accessibility to goods and services and improve the standard of
living, but in the process of being built, these projects are likely to create
a significant number of jobs. Below, we show some key statistics across
51 of the country’s largest planned infrastructure projects. Collectively,
they have the potential to create over 275 000 jobs.
With a significant need for the private sector to get involved in
building South Africa’s stock of infrastructure assets, it is necessary
to spend some time detailing how investors could gain exposure
to infrastructure. Typically, infrastructure investments may provide
Figure 2. Sustainable Infrastructure Development Symposium SA –
project pipeline (July 2020)

(Source: Reuters, Intellidex)

1A South African government economic plan to eliminate poverty
and reduce inequality by 2030.

(Source: The Department of Public Works and Infrastructure, 2020)
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There are currently around 276 planned
infrastructure projects in South Africa
valued at R2.3-trillion that currently require
R1.7-trillion in additional funding.

some level of diversification to a portfolio, and they also may act
as a hedge against inflation.
The kinds of investors that invest in infrastructure include
pension funds, banks, life insurers, collective investment schemes,
private equity funds and development finance institutions.
Typically, larger institutional investors (like pension funds) can
access infrastructure investments directly while retail investors
are only able to access infrastructure investments through listed
equity, either through listed companies that invest in infrastructure
or through listed companies that service the infrastructure
sector (like construction
companies). In addition,
many infrastructure projects
are likely to use some form of
debt financing and specific
funds may be set up to invest
in infrastructure-related debt.
We are currently seeing fund
managers ready themselves
for the launch of funds which
are targeting infrastructure
investment. Fund managers
are wanting to ensure they are
positioned to channel investor
demand into viable projects,
Matthew Molyneux, Investment and it does appear there may
Analyst, Fundhouse
be a land grab of sorts taking

place. While project roll-out is still needing to commence, it is likely
that investors will have more fund options to access this sector directly
in future, including both debt and equity alternatives. In instances like
this, it does pay to ensure that adequate due diligence is performed
when considering new fund options given the potential for newcomers
to this sector to fall short in having established competencies in place.
While the expected benefits that can accrue from successfully
developing South Africa’s economic infrastructure are
considerable there are a few things we need to get right before
we start to see those benefits filter through to the economy.
Part of the reason for the degradation in the country’s
current economic infrastructure base has been because of
maladministration involving the SOEs that manage these assets
(Eskom, Transnet, etc), and this will need to be addressed to
ensure that existing assets are properly maintained and new
projects are implemented effectively. This is arguably the largest
key dependency that the sector faces.
Secondly, given the current funding shortfall of around
R1.7-trillion, the private sector will have to make considerable
investments in South Africa’s infrastructure before a large
majority of these projects can be developed.
Lastly, government and the private sector will have to partner
with one another to ensure a successful role-out of infrastructure
across the country. A breakdown in trust between these two players
may result in funding and construction of key infrastructure drying
up. By and large, South Africa will really need to work together on
this for the benefit of all. 
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RETIREMENT

					 How the

Fourth Industrial
Revolution
is creating the need
		
for new solutions
Making sense of today's retirement landscape. Part 1

T

wo great socio-economic metamorphoses are converging at a
historically unprecedented pace. They are colliding with doggedly
persistent contradictions in long-term savings behaviour.
It is a recipe for crisis. But also, for opportunity.
In this, the first of a four-part miniseries exploring the rapid evolution of an
age-old conundrum, we delve into the digital disruption of work. And why it is
contributing to an urgent need for a paradigm shift when it comes to planning
for financial freedom.

“We stand on the brink of
a technological revolution
that will fundamentally
alter the way we live, work
and relate to one another.”
Klaus Schwab, 2015

RETIREMENT

Technology is completely changing the workplace
“We stand on the brink of a technological revolution that will
fundamentally alter the way we live, work and relate to one
another,” wrote Klaus Schwab, founder and executive chairman of
the World Economic Forum (WEF), in December 2015.
“In its scale, scope and complexity, the transformation will be
unlike anything humankind has experienced before.”
Schwab’s proclamation arrived at the transition into what
many now consider to be a new age in man’s relationship with
machines. He has been credited with introducing the concept
of the Fourth Industrial Revolution, a continuation of the
third, digital revolution; defined by the ongoing automation
of work; characterised by a confluence of new, smart
technologies; and distinct in its exponential, rather than linear,
pace of development.
Schwab’s idea built on a long tradition of preceding evidence
and thinking, such as seminal research carried out by Oxford
researchers Carl Frey and Michael Osborne, who, in 2013,
estimated that nearly half of all jobs in the US were at risk due
to computerisation. Frey and Osborne’s research, meanwhile,
had been motivated by a prediction made by British economist
John Maynard Keynes in his 1930 essay Economic Possibilities for
our Grandchildren.
In the half decade since, intensifying research into business’
rapid adoption of artificial intelligence and off-balance sheet talent
has popularised the field of enquiry known as the Future of Work.
The burning question at its centre: What jobs will machines
replace, and what jobs will they create? It was a profoundly
important question, in 2019.
There was a decade’s worth of change, in a year
Today’s emerging thinking is that the global Covid-19 pandemic
has had the effect of leaping many aspects of the digital
transformation forward along its inevitable trajectory, in some
areas by a full decade. Business’ digital inertia has been dissolved
by crisis. Consequently, “In addition to the current disruption from
the pandemic-induced lockdowns and economic contraction,
technological adoption by companies will transform tasks, jobs
and skills by 2025,” reads the WEF’s 2020 Future of Jobs report.
While the Fourth Industrial Revolution, combined with a shift
in market forces, is “creating demand for millions of new jobs,
with vast new opportunities for fulfilling people potential and
aspirations,” it also poses the threat of intensified “job displacement
and widening income inequality”.
The WEF now estimates that, in just five years, 85-million
jobs may be displaced by a shift in the division of labour
between humans and machines, which sounds daunting. Yet it
also estimates that 97-million new roles, where people have a

“competitive advantage” over computers, will be created. While
Frey and Osborne estimated that nearly half of all jobs in the US
are at risk, executives surveyed by the WEF estimate that half of
all employees will need to be reskilled in the coming few years.
At a global level, the situation is not one of pure and
widespread “technological unemployment,” as cautioned by
Keynes. Instead, we may well be in the grips of what he termed,
“the growing pains of over-rapid changes, from the painfulness
of readjustment between one economic period and another,” as
the world, once again, transitions between industrial eras.
All of this has a profound effect on retirement savings
Whatever the future holds, there is one unambiguous lesson we
need to learn from the current workplace transformation: the
skills we have today may not be relevant tomorrow. A mindset
of constant learning and personal evolution is becoming very
necessary to keep up with the times. When it comes to planning
for financial freedom, this is incredibly relevant.
Intuitively, most people know that they need to save for their
futures. This, one might say, is intergenerational knowledge. We
learn from our elders who have achieved financial freedom in
retirement, and we learn from our elders who, sadly, have not.
But what many of us do not know is that we can no longer rely
on a given set of skills to provide a consistent income into the
foreseeable future. We have miss-learned from our elders who
spent their lives at work in a given
role. This can be referred to as the
intergenerational fallacy.
It is a well-documented reality
that the majority of South Africans
do not save enough from their
incomes to achieve financial
freedom in retirement. When this
intersects with the new reality where
it is becoming increasingly uncertain
whether the skills that enable those
incomes will remain relevant, we
have an age-old problem, colliding
with a rapid evolution.
The truth is that the retirement
savings industry failed to solve the
problem of inadequate retirement
provisioning, before the Fourth
Industrial Revolution. We need a
new solution.
In the next article in this series, we
look at how increases in longevity are Kenny Rabson,
CEO of Discovery Invest
affecting retirement planning. 

“In its scale, scope and complexity, the transformation will
be unlike anything humankind has experienced before.”
www.bluechipdigital.co.za
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Impact Investing
JUST LAUNCHED
RETIREMENT FUNDS

For the dignity and care of the planet and its people
Fran Troskie, Investment Research Analyst, RisCura

RisCura introduces two exciting CIS portfolios

Investing with dignity and care — these are key themes that we thread through our members’ retirement journey. Retiring with dignity

S

means retiring with the means to support yourself, with the ability to care for your needs and to achieve a desired and sustainable
standard of living.
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by RisCura to allow for some monthly liquidity, while also allowing for a

Mobilising capital to spur an economic recovery has become essential.

long-term sustainable level of return.

Yet, do we want to perpetuate a landscape where inequality, poverty

Retirement fund trustees can now give their members access to the

and corruption are rife, where essential services are lacking and where

impact investments they seek and experience enhanced returns while

the environment is needlessly exploited? The answer is a clear no. That

restoring dignity and care for the planet and its people. It’s a win-win

is why South African investors should, and increasingly are, looking to

for all.

Quality education

Quality healthcare

Creation of quality jobs

Inclusive finance

Nikolaas Delport, Business
David Potgieter, co-head for
Craig Abbott, co-head for
Development for iDFM Services, RisCura
iDFM Services, RisCura
iDFM Services, RisCura
Infrastructure
Clean energy
Affordable housing
Sustainable agriculture

RisCura has been instrumental in using their
investment expertise to shape the South African
riscura.com
pension fund industry as we know it today.

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

“to generate positive, measurable social and environmental impact”
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THE BALANCE BETWEEN BEING
AN AVOIDER AND AN ASSERTIVE
By Florbela Yates, Head of Momentum Investment Consulting

W

e believe in the value
of financial advice.
Financial advisors
play a key role as
financial coaches to their clients,
often helping clients reduce the
effect of their own potentially
destructive financial decisions
made by biases that could affect
their ability to achieve their
financial goals.
When clients make investment
decisions that affect what they
should have earned and what
they actually earned, they incur
Florbela Yates a behaviour tax. There are many
types of behaviours that can adversely affect an investment,
such as leaving money in cash for too long instead of building
a diversified portfolio or switching to funds that appear to be
offering better returns. Maintaining focus on a set goal can
minimise behaviour tax. Our research* shows that in some cases,
behaviour tax can cost an investment 1.11% a year, which amounts
to about a 17.5% difference in fund value over 20 years.
Through our machine-learning techniques, we have identified
client behavioural patterns during market cycles. From the 'avoider's,
who don’t take enough investment risk, to the “assertives”, who are
overconfident and take too much risk, we have started using this
data to show financial advisors personal insights about their clients’
financial personalities and likely investment behaviour.
Another investment bias that can affect a client’s financial outcome
is if they choose funds based on past investment returns. They use this
cognitive shortcut because, with the overwhelming number of funds
available, making a strategic choice can be daunting. But the reality is
that past returns are not reliable predictors of future returns and offer a
false sense of confidence that may ultimately prove disastrous for a client.
A landmark study conducted by Momentum Investments and
Oxford Risk, based in the UK, during 2020, clearly showed that people
in South Africa with the same investment needs were getting very
different advice. This occurs because of the timing of when the advice
was given, and some of the biases mentioned above. The best way
to ensure consistency for clients with the same investment needs
is by constructing an investment solution specifically designed to
achieve an investment goal. In that way, these clients will always be
treated the same.
Financial advisors are increasingly partnering with discretionary
fund managers (DFMs) to construct investment solutions that are
more closely aligned to their clients’ needs. By appointing a DFM

to construct and manage their portfolios, advisors can increase
the probability of keeping their clients invested and avoid biases.
At Momentum Investment Consulting, we understand the
importance of building robust portfolios designed to deliver
real growth over the investment term, while actively using risk
management principles to make sure capital isn’t completely
eroded during severe market sell-offs. Everything we do, from
asset allocation and fund selection to mandate design, is done to
make sure the portfolios are optimised regardless of the current
market cycle. We understand the importance of getting clients to
their goals and for them to enjoy the journey towards those goals.
Because with us, investing is personal.
More than half of the people in South Africa retire without
sufficient savings, and many are still trying to pay off debt in their
post-retirement years. The need to invest in a portfolio that suits
their personal needs has never been more pronounced than it is
right now. The Covid-19 pandemic has increased people’s need
to protect their investments so that they last for the rest of their
lives. In these uncertain times, we remind our clients not to panic,
to stick to investment goals agreed with their financial advisor
and stop worrying about the returns of their friends' investments.
While it may be true that the average unit trust in South Africa
has battled to significantly
outperform inflation in the
past five years, it’s worthwhile
reflecting on whether it was
designed to do so. We are
often quick to complain about
poor returns, but have we
asked ourselves what we were
expecting from the fund that
we invested in? Did we choose it to meet our objectives, or because
it had a good track record? Do you understand the manager’s
investment style? What criteria does the investment manager use in
selecting the underlying assets they invest in? Are they benchmark
cognisant? What percentage is invested offshore? What effect does
rand volatility have on an investment? Is the fund actively managed
or does it use passive or smart-beta strategies? These factors all
affect the way a fund performs.
Understanding what to expect from the fund is a great starting
point in determining whether it is suitable for a client. If the fund has
a benchmark that isn’t aligned to a client’s investment goal, it may
well be time to consider an alternative. 

We understand the
importance of getting
clients to their goals and for
them to enjoy the journey
towards those goals.

Momentum Investment Consulting (Pty) Ltd is an authorised financial services
provider (FSP32726) and part of Momentum Metropolitan Holdings Limited and
rated B-BBEE level 1.

*September 2019. The South African investor behaviour tax and helping investors count what counts.
Momentum Investments
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UNDERSTANDING
INVESTOR BEHAVIOUR
A Blue Chip interview with Theo Terblanche, executive head of
investment management at Momentum Investments.
Theo, please share with us the journey that brought you to the
recent appointment in your current role.
I’m an accountant by trade and ever since doing my articles, I’ve
always aspired to being involved in the investment management
industry. After joining Momentum as a project accountant in 2009,
I jumped at an opportunity to join the wealth business in 2010. I
started out in the finance department and, as the business evolved,
I was fortunate to become engaged in more than just finance. This
led to the appointment of my current role last year.
What is your objective for Momentum’s investment business?
Planning finances and investing is a deeply personal and often
daunting task. We understand this and we believe our outcomebased approach is well-suited to addressing our clients’ needs. My
objective for our business is to be recognised as a true partner to
advisors and our clients alike and to do our part to make investing
and financial planning less daunting.
We have a wide range of investment capabilities, ranging
from full end-to-end investment solutions to building blocks
that advisors use in the advice or portfolio construction process.
We’re able to integrate our investment offerings into a range
of product and administrative capabilities as part of the larger
Momentum business.
This puts us in a perfect place to solve the needs of any investor
and to offer our solutions to a wider client base and that’s what
we aspire to do.
With the current focus on ESG, what advice can you share with
financial planners in terms of approaching investment decisions
for their clients?
Considering ESG factors when investing is certainly a sharp focus
in South Africa of late, spurred on by high-profile corporate failures
and growing concerns about the impact of our actions.
The investment management industry has a role to play
in making sure we invest in sustainable companies that act
responsibly and take environmental matters seriously.
We relish this role, and have a proud history of being an early
adopter of many ESG initiatives in the industry.
Financial advisors can play their part by ensuring they
ask relevant questions and hold the investment managers
they support responsible for implementing these factors into
their processes.
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With today’s uncertainty, is it wise to invest offshore?
Offshore investing is certainly still a relevant consideration in any
investment plan. Investable assets in South Africa are small in
relation to the world. One would simply miss out on too many
opportunities by not considering offshore.
Clients and advisors are understandably concerned about
uncertainty in the currency, but this shouldn’t result in avoidance
of all offshore investments. In any period of volatility, like now,
we need to assess the merits of our investments based on longterm underlying fundamentals and not get fixated with short-term
movements and currency fluctuations.
What are the focus areas for the Momentum investment business
in the next year?
We continuously look for ways to be more innovative and improve
the investment outcomes for our clients. We have recently invested
in our research and innovation capabilities, and you can expect
to see more from us on thought-leadership topics pertaining to
investments in future. Many advisors may be aware of the extensive
research we do in understanding investor behaviour. We believe
this will be vital for advisors to better advise their clients.
We continuously seek to enhance our product offering and several
of our flexible fixed-income and smart-beta equity funds have recently
reached one- and three-year track records with pleasing results.
Although the last year has been kind to multi-asset-class funds
on the back of a strong recovery in global markets, returns in the
past five years have been below
long-term averages and the focus
on alternative asset classes as a
way of enhancing returns to clients
remains a focus. We already offer a
range of private equity, hedge and
infrastructure funds and will focus
on expanding our offering.
Investing in asset classes also
affords us the opportunity to invest
in real assets such as infrastructure,
renewable energy, student and
low-cost housing to name a few. Theo Terblanche, Executive
In addition to better returns, this Head of Investment
contributes to sustainable growth Management, Momentum
Investments.
of our economy. 
Momentum Investments is part of Momentum Metropolitan Life Limited, an
authorised financial services (FSP6406) and registered credit (NCRCP173) provider.

No matter how big or small the goal,
we can help your clients stay on
target to achieve their goals.
Because with us, investing is personal.

At Momentum Investments, we understand that everyone has personal life goals they need to
save for. And that everyone’s circumstances are unique to them. Which is why we help construct
investment portfolios or funds based on what they want to achieve, how much they have to invest,
and when they need the money. Nothing is more personal than that. We call it outcome-based
investing and it makes the investment journey as comfortable as possible, so your clients can stay
on target to achieve their personal goals. Because with us, investing is personal.
Speak to your Momentum Consultant or visit momentum.co.za

Momentum Investments

@MomentumINV_ZA

Momentum Investments

Momentum Investments is part of Momentum Metropolitan Life Limited,
an authorised financial services (FSP6406) and registered credit (NCRCP173) provider.

ESG RATINGS

“DO sweat the small stuff”
How ESG missteps impact future performance
New research supports the view that companies that neglect
stakeholders pose greater risks to investors.
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Katherine Davidson, Portfolio Manager
and Global Sector Specialist, Schroders

ESG RATINGS

S

chroders has written extensively on our concept of
“corporate karma” – the idea that what goes around,
comes around with regard to how companies treat their
stakeholders. Since the start of the pandemic, we’ve
written about our belief that a new social contract is emerging,
particularly in relation to how employers treat their employees,
and we’ve shown how it’s possible for companies to balance the
needs of all stakeholders.
We’ve also looked at how well companies are supporting their
stakeholders. Above all, we’ve tried to emphasise why corporate
karma is crucial for your investment returns.
Companies that look after their stakeholders are less likely to
experience controversies such as customer boycotts, strikes and
walkouts, litigation, regulation, environmental or occupational
accidents. This implies a lower risk profile for your portfolio.
What does the research say?
Controversies are a hard thing to study
empirically because headline-grabbing
episodes like VW’s “Dieselgate” or
Boohoo’s 2020 modern slavery scandal
are, thankfully, pretty rare.
But a new paper from the University
of Virginia1 expands the data set by
examining more minor ESG incidents
such as environmental damage,
discrimination, occupational health and safety issues, fractious
relations with local communities, and anti-competitive practices.
There were as many as 80 000 such incidents among listed US
companies over the decade 2007-17.
The paper ’ s author finds a clear relationship between the number
of past incidents and future financial and stock performance.
A portfolio of stocks with high environmental, social
and governance (ESG) incident rates had lower profits and
underperformed the wider market by about 3.5% per year, even
when taking into account sector exposure and other risk factors.
The model also held for out-of-sample data in European
markets, where a similar portfolio would have underperformed
by 2.5% per year.

April and end-June, had a long history of environmental and safety
incidents. Until Deepwater Horizon, these had not had a material
impact on the share price.
Even if the incidents remain small, over time they can
undermine a company’s reputation and the trust of its customers,
workers and investors.
Markets aren’t efficient at pricing ESG factors
Despite the surge of interest in sustainable investing,
financial markets are still poor at pricing ESG information,
particularly when there is no clear implication for shortterm earnings. This can be understand through the “limited
attention theory”, whereby investors find it easier to absorb
salient, readily processable information.
Furthermore, we see a much stronger relationship between
the incident data and performance
than third-party ESG ratings, which
aggregate hundreds of data points into
a single score or grade.
This shows the value of doing our
own homework. We need to tease
out what historic data and incidents
can tell us about a company’s culture
or controls, rather than just putting
numbers into an algorithm.
Stocks with a higher share of
short-term focused investors saw the biggest negative
reaction to incidents, presumably because these investors
were less focused on the implications of a firm’s ESG track
record on its long-term earnings power. Long-term investors
seemed to be better at anticipating future controversies and
selling high-risk stocks.

Even relatively minor
incidents can be
indicative of weak internal
controls or issues with
corporate culture.

Why do controversies result in underperformance?
Even relatively minor incidents can be indicative of weak internal
controls or issues with corporate culture. So the same companies
are likely to experience more of these types of events in the future.
No-one ever forecasts a controversy, so analysts tend to
overestimate the sustainable earnings power of “incident-prone”
companies. This leads to negative earnings revisions and resulting
underperformance in the future.
Furthermore, analysts tend to look through minor incidents so
are more likely to be blindsided by big ones.
Consider the example of BP which, before the Deepwater
Horizon spill in 2010 wiped 50% off the company’s value between

How can investors use this information?
This tells us that when assessing minor or major controversies we
should be focusing on the root cause rather than the proximate cause.
For example, the specifics of a product recall matter less than
whether it indicates a culture of chasing growth at the expense
of quality control.
Following a controversy, we should challenge companies to
demonstrate what has changed to prevent further incidents, and
hold them to account.
And we believe when constructing a portfolio, companies
classed as “improvers” should, all else being equal, be held at lower
weights to reflect their higher risk profile and greater uncertainty
of long-term earnings power. 
Any company references are for illustrative purposes only and are not a
recommendation to buy and/or sell, or an opinion as to the value of that company’s
shares. The article is not intended to provide, and should not be relied on, for
investment advice or research. The views and opinions contained herein are those
of the authors, or the individual to whom they are attributed, and may not necessarily
represent views expressed or reflected in other communications, strategies or funds.

1ESG Incidents and Shareholder Value, Simon Glossner, University of Virginia – Darden School of Business, February 17, 2021

OIL & GAS

Exploration
value
The Petroleum Agency SA (PASA) delivers value to
its shareholders and stakeholders by contributing
to the security of energy supply in South Africa
through the development of the domestic
upstream petroleum industry. Blue Chip speaks
to Dr Phindile Masangane, CEO of PASA, about
the investment opportunities in oil and gas.

What is the mandate of PASA in terms of being a
“custodian” of the country’s oil and gas rights?
PASA’s mandate is threefold – firstly to attract
investment to South Africa’s upstream industry,
secondly to regulate the activities of oil and gas
explorers and producers, and thirdly to act as the
national archive and database for all data and
information produced in the process of oil and gas
exploration and production.
The upstream oil and gas exploration industry
requires technological capacity and is extremely high
risk in terms of capital investment and needs longterm investment of resources before a return is shown.
Because of this, many countries choose to share the risk
of oil and gas exploration and production with private
companies, and South Africa follows this model.
Government has designated PASA as the
custodian of South Africa’s oil and gas resources. Its
role is to attract these companies to our investment
opportunities and facilitate their entry into and
operations in the upstream industry.
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What conditions contribute to the sense that the
market for gas in South Africa is set for growth?
The two recent world-class discoveries on our South
Coast place South Africa at pole position to be a
notable gas- producing country. Once indigenous
gas becomes available, it becomes much easier
for the domestic gas market to develop including
beneficiation of the gas to chemicals.
What is PASA doing to attract investment into the
industry and promote new drilling projects?
PASA continues with its programme of promoting
investment opportunities at local and international oil
and gas conferences and exhibitions. South Africa has
a history of political stability, the new administration
is widely regarded as business friendly, and the new
Upstream Petroleum Resources Development Bill will
assist the Agency in expediting exploration through
close management of acreage allocation and work
programmes. The Bill also empowers the Agency
to commission multi-client or speculative surveys
enabling the acquisition of data to attract investment.
South Africa currently offers an attractive fiscal
framework. These positive factors create a conducive
environment for the Agency to pursue its mandate of
attracting investment into the upstream petroleum
industry.
What does PASA look for when evaluating the
credentials of potential explorers or developers?
Applicants must demonstrate that they have the
technical capability and financial resources to carry
out the work programmes agreed, as well as any
future development that may ensue. A track record
of experience, a good health and safety record,
environmental compliance record and compliance with
oilfield practice is essential. Having said that, PASA is
determined to increase involvement of local companies
in our upstream industry and develop local capacity.
One way of achieving this is through partnerships
between international and local companies.
Does PASA have a strategy to retain existing
investors?
All investors want to see a return on their investment
and a reward for taking on risk. PASA’s approach is
to facilitate their activities and guide them through
compliance and regulatory requirements to achieve the
best outcome for both government and the investing
companies. Advocacy plays an important role and
PASA is concentrating on communicating the role that
the upstream industry can play in reconstruction and

development of our economy to
government. A recent example
was the facilitation of logistics for
the drilling of the Luiperd well
during the Covid-19 lockdown.
Is there international interest
in South Africa’s oil and gas
resources?
Definitely. You need only take a look at our exploration
map on our website. You will see international
companies such as Total, Shell, ENI, Kosmos, Africa
Energy Corporation, Azinam, Impact Oil and Gas,
CNR, Qatar Petroleum, New Age and others all hold
interests in exploration acreage. In addition, we
have agreements in place with international service
providers to acquire seismic data.
Please give an update on the issuing of exploration
rights over the last 18 months.
A total of 21 exploration rights for both onshore and
offshore were issued during the period – this includes
renewals and new exploration rights.

Advocacy plays
an important
role and PASA is
concentrating on
communicating
the role that
the upstream
industry can play
in reconstruction
and development
of our economy
to government.

Please give details about Total’s two finds off
Mossel Bay.
The Brulpadda and Luiperd discoveries of gas and
condensate are the largest hydrocarbon discoveries
made in South Africa to date and have opened a worldclass exploration play and sparked further interest in
deep water exploration.
These results are for only two drilled prospects in the
Paddavissie feature where three further prospects remain
to be drilled. There could be sufficient gas to feed the
Mossel Bay Plant at full capacity for more than 40 years.
The Paddavissie feature is only a fraction of the
Block 11B/12B, therefore these two gas finds do not
even begin to represent the full potential of the licence
block. Further seismic data to the east has confirmed
the existence of another geological feature, named
Kloofpadda, which consists of several large and
encouraging leads. There are also prospects identified
in the north of the block.
Please give on overview of the various onshore
exploration opportunities.
Onshore exploration opportunities are represented
by unconventional resources such as shale gas in
the south-central Karoo, coalbed methane in the
coalfields of the east and northern sectors of the
country and biogenic gas in the Virginia and Evander
regions. However, geological analysis is showing
that there may well be significant potential for
conventional oil and gas resources onshore.

PROFILE: PETROLEUM AGENCY SA
PASA has successfully attracted major explorers to
South Africa and facilitated the acquisition of many
new large seismic surveys and some exploratory
drilling, through a period affected by legislative issues
and a major oil price crash. The company has grown
from an organisation of about 25 staff members to 85
today and is held in extremely high regard by the local
and international oil and gas industry that it serves.
PASA plays an important role in developing South
Africa’s gas market by attracting qualified and competent
companies to explore for gas. Another major focus is
increasing the inclusion of historically disadvantaged
South African-owned entities in the upstream.
Currently, natural gas supplies just 3% of South
Africa’s primary energy. A significant challenge facing the
development of a major gas market is the dominance of
coal. Opportunities for gas lie in the realisation of South
Africa’s National Development Plan and the Integrated
Resource Plan.
PASA CEO
Dr Phindile Masangane was appointed as the CEO
of the South African upstream oil and gas regulatory
authority, Petroleum Agency SA, in May 2020. Before
then, Dr Masangane was an executive at the South
African state-owned energy company, CEF (SOC) Ltd,
which is the holding company of PASA.
An alumnus of three universities, Dr Masangane
has a BSc (mathematics and chemistry) from
the University of Swaziland, a PhD in Chemistry
from Imperial College, London and an MBA
from the University of the
Witwatersrand.

Dr Phindile
Masangane,
CEO of Petroleum
Agency SA

INVESTMENT MANAGEMENT

Rootstock

INV ES TMEN T MANAGEMEN T
Rootstock Investment Management aims to compound real wealth over long periods of time.
We are a focused global-equity fund manager with an active, long-term, equity-bias approach.
We employ a consistent strategy: holding a concentrated portfolio of high-quality businesses.

F

ounded in 2009 by Thys du Toit, a co-founder and former
CEO of Coronation Fund Managers, Rootstock has forged
an enviable track record over the last 12 years, consistently
generating returns in the top-quartile of our peer group and
in excess of our benchmark.
Rootstock aims to be clear, concise and uncomplicated in all we
do. We offer a single best-ideas portfolio accessible through two
funds (rand and US dollar denominated varieties). We are highly
aligned with the founding members, who are the largest investors
in the Rootstock funds.

Integrity, transparency
and accountability are the
cornerstones of our business.
Our investment philosophy
Our investment philosophy has been refined over years of shifting
macro environments and rapid technological advances. Through
the noise, we have observed that the best businesses, rather than
the cheapest, tend to produce superior investment returns. We
seek to own competitively advantaged, innovative businesses
with superb products, outstanding economics and expanding
opportunity sets – our definition of high-quality businesses.
Such high-quality businesses are exceedingly rare, and so we
own only around 25 companies that meet our stringent investment
criteria. We believe that the few businesses driving long-term
productivity development at meaningful scale, purchased at
reasonable valuations, should provide exceptional long-term
investment returns.
A robust investment process
Rootstock conducts extensive in-house research to build a
deep appreciation of the businesses we hold, the risks inherent
in their operations and their overall market opportunity.
We are, fundamentally, business analysts and base our investment
decisions on a business’ durability, not merely its valuation.
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High-quality businesses are seldom inexpensive. We recognise
that even an exceptional business bought at too high a price
can turn into a poor investment. However, the best businesses
often produce exceptional earnings growth for seemingly
unreasonable periods.
We hope to own them for a large part of that journey,
purchased at a considerable discount to our estimate of their
intrinsic value. We acknowledge the complexity in the appraisal,
but our deep knowledge base and conservative valuation
framework have served us well over time.
Our business
Our long-term investment philosophy is mirrored in Rootstock’s
desire for long-term business relationships. We provide
full transparency into portfolio holdings, make ourselves
available to clients and ensure incentives are correctly
aligned. Integrity, transparency
and accountability are the
cornerstones of our business.
The Rootstock Funds, the
rand-denominated Rootstock
SCI Worldwide Flexible Fund,
domiciled in South Africa, and
the US dollar-denominated
Rootstock Global Equity UCITS
Fund, domiciled in Ireland, are
available on all major local and
international platforms.
Please contact us if our
clear, concise, uncomplicated
investment strategy resonates Johan Barkhuysen,
Portfolio Manager
with you. 

WEALTH MANAGER

TOP WEALTH MANAGER IN SA 2021
Private Client Holdings has been awarded Top Wealth Manager of the Year for the boutique firm
category by Intellidex Top Private Banks & Wealth Managers 2021 published by Financial Mail
Investors Monthly. Blue Chip spoke to Grant Alexander, founder of Private Client Holdings.
Grant, you founded Private Client Holdings (PCH) in 1990. Please
share how it feels to realise that after a 31-year journey you have
reached the victory milestone: the tribe has spoken and has
voted PCH a resounding success.
It is an incredible feeling and the fact that the results are largely
based on the confidential feedback of our clients is heart-warming
and humbling. This victory is without doubt a team effort, right
from my fellow directors to the loyal support staff, some of whom
have been with us for most of this journey. This has in many ways
felt like a game of Survivor and it hasn’t always been plain sailing,
but the fact that we put our staff and our clients at the forefront
of everything that we do has paid dividends. Our team is strong,
and our clients are loyal, which makes me feel incredibly blessed.
What is the defining edge that makes PCH the Top Boutique
Wealth Management Firm in South Africa for 2021, especially
since this was the year of the Covid-19 crisis?
I think that we were successful, not in spite of, but because of Covid.
There was so much uncertainty and turmoil so all we could do was
focus on what we could control. We had to stay engaged with one
another and with our clients. We had pulse-check meetings twice
a week and regular newsletters. We also ran a mindfulness series,
which complemented our culture of nurturing relationships.
We are extremely fortunate that we operate in an industry where
the move to working from home was relatively seamless. We had
already invested in cloud-based software that had moved us into
a paperless environment. The video-conferencing meetings are
effective, but we definitely miss the face-to-face engagements and
the serendipitous water-cooler moments.
We were concerned that our clients wouldn’t embrace
technology and digital engagements. Our concern was misplaced,
and most clients were surprisingly comfortable with the new
environment. Their only complaint was not having access to the
legendary cappuccinos served in our boardrooms.
Intellidex sets the benchmark for companies in the South African
wealth management and private banking sector. After winning a
range of awards both in 2019 and now, please share your opinion on
how the wealth management and finance sector could raise its game.
The assets under advice of the firms in the Intellidex survey
amounted to R490-billion and there has been a clear migration of
market share from the banks and large institutions to the boutique
wealth managers. Perhaps in the broader industry, the incentives are
not always aligned with clients and the sales of what may be good
products do not address the most critical factor – the fears and goals
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of the individuals and their family. I would encourage participants
in the industry to take on board the fact that wealth management
is not a once-off event. It is a partnership that navigates the trials
and tribulations of living life to the fullest, preparing for a transition
to future generations and building a legacy.

Our team is strong, and our
clients are loyal, which makes
me feel incredibly blessed.
PCH was founded as a corporate tax consultancy practice and then
developed into a full asset and wealth management company –
and has since grown into a Family Office. From corporate to family.
What was your reason for moving from tax to wealth management?
We initially provided tax structuring consultations for
companies, ranging from small businesses to large listed
companies. As we established relationships with the business
owners and directors in their personal capacity, we broadened
our service offering to incorporate the six pillars of our wealth
management model. It was clear that clients wanted a one-stop
holistic family office approach. The survey has shown that this
positions us apart from our peer group where all pillars scored
higher than peers, but the inclusion of tax and estate planning
in the advice process scored 80.5% versus peers who scores
less than 50%.
Accordingly, we have a loyal client base with a higher
contingent of clients than our peers who have been with us for
more that 10 years and 76% of our clients have rated our family
office as “excellent” compared to 39% of clients of our peer group.
The award validates that your development
strategy was spot on. Why did you take this
route? Please share your thoughts.
It is important to note that a strategy on paper
is useless without a skilled and committed team
that engage with our values of client centricity,
professionalism and trust and the culture of our firm,
which is nurturing relationships and the wealth of
our clients. I would like to take this opportunity to
thank our clients and each of the more than 100 Grant Alexander,
professionals in our firm who played their part for us Founder, Private
Client Holdings
to be recognised with this prestigious award.

WINNER OF THE
2021 INTELLIDEX
TOP WEALTH
MANAGER:
BOUTIQUES
AWARD

PORTFOLIO CONSTRUCTION

Principles,

point of view
and process
A valuable attribute of any good portfolio manager is to have an investment
philosophy and process, based on solid, first principles and to stick with
the philosophy and process. Most would agree with the statement.

I

n addition, what should be agreed with is that when new
information comes to the fore, it needs to be interrogated and
if found to be sound it should be incorporated, in this case, in
the investment management process. The concept is called
Bayesian Thinking.
Carl Richards summed it up well: “We are not defenders of
outdated maps. We are guides of the changing landscapes.”
Richards made the statement in relation to the financial advice
world; it can also be applied here.
If you are a South African with an investment through a
retirement product, a retirement annuity, pension, provident or
preservation fund, you are bound by Regulation 28 limits. The
limits include the percentage
of assets with an offshore
allocation. The limit of offshore
exposure is currently 30% with
an additional 10% that can be
allocated to African assets.
Discretionary assets have no
such limit, and you can invest the assets at your discretion.
The South African stock exchange makes up roughly 1%
of global exchange investable assets. If you keep all your
investments in South Africa, you are in essence missing
out on a colossal amount of growth and diversification
opportunities.
Once a decision has been made to invest offshore, the next
question is, “How do I construct my offshore portfolio?”
The core-satellite framework is a well-known portfolio
construction structure. The principle is to start by building the

core, and largest part, of your portfolio, made up of an asset mix
aligned with your long-term goal. Satellites are then added to
provide access to alternative, and if possible, uncorrelated sources
of return to complement the core.
The first task is to build the core. The standard offshore portfolio
makeup over the past couple of decades has been the 60/40
portfolio, referencing a 60% allocation to stocks and 40% to bonds.
This simple allocation has proven remarkably effective. According
to Michael Batnick, director of research at Ritholtz Wealth
Management, a 60/40 portfolio has posted an average return of
10.7% over the past 50 years (using the S&P 500 Total Return Index
and the Bloomberg Barclays US Aggregate Bond Index).
The critical question to be answered
is, will this combination deliver similar
returns for the next 50 years? Over long
periods of time stocks have shown to
deliver superior performance to most
listed asset classes and there is reason to
believe they will still do so in the future.
Are stocks currently “expensive”? In relation to historical metrics,
you can make the argument, yes. Are these metrics still relevant
given the makeup of world indices versus the way they looked
50 years ago? Likely not. Either way, listen to Mister Buffet who
said that he will instruct that most of his fortune upon his passing
be invested in a product tracking the S&P 500 with little human
intervention and low cost. For this allocation, go low-cost passive
(index tracking). Mental energy on constructing the core should
rather be spent on the equity index being chosen to track rather
than trying to find an active manager that will outperform an index.

We are not defenders of
outdated maps. We are guides
of the changing landscapes.
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So, will the US still be the largest economy over the next few
decades? Will China take their crown? Will Europe or Japan wake up
again? And will their respective markets follow? No-one knows, even
though many has an opinion. Either way, buy a low-cost index that
references the major stock markets and economies of the world. An
example, the Vanguard Total World Index with a fee of only 0.08% per
annum. Buy and hold for as long as possible.
The overall asset allocation and in particular the allocation
to bonds is a bit trickier. The average US 10-year bond yield in
1980 was 11.43%, versus the average yield in 2020 of 0.89%.
Remember if yields decrease, bond prices increase, so this was
a phenomenal bond bull market. Could rates go lower still?
Possibly. Are rates going to go consistently lower for the next
few decades? Probably not.
The allocation to bonds and bond alternatives versus equity
depend on two aspects that are intertwined. Firstly, your investment
period and secondly, your ability to stomach volatility. The longer
your time horizon, the lower your allocation to bonds should be
and the lower your volatility absorption threshold, the higher your
allocation to bonds should be. A quality financial advisor should be
able to assist here with ease.
There are alternatives to traditional sovereign bonds in highyield corporate bonds. Although the probability of default is
higher than their sovereign counterparts, so too is the expected
return. If, however, offshore bonds are not expected to provide
an inflation-beating return in the medium to perhaps even the
long term, are there other tools a private investor can access
that provide some sort of downside protection with a higher
probability than bonds to deliver inflation-beating returns?

I believe the answer is yes.
A unit trust portfolio has the obligation to provide liquidity to unit
holders whenever required. If I want to withdraw my funds, I put in a
redemption request and have access to my funds a few days later (in
most cases). Hence, management of these funds needs to be done
in such a way that liquidity is readily available. An individual on the
other hand has, with the right financial coach, the ability to take on
illiquid positions.
Structured notes that are designed to provide a high probability
of coupon payments (quarterly, semi-annual or annual) and
provide some downside protection can be a great alternative to
traditional bonds. Individuals have the option to take advantage of
the illiquidity premium that most retail portfolio managers cannot.
Constructing the
core of any strategy is
literally the centre of
the investment process.
The next steps are the
satellites that can provide
exposure to some totally
unique assets. Think
infrastructure, the green
economy, innovation and
disruption and health and
wellness to name a few.
With the right advice,
you can build something
truly special and unique Hannes Viljoen, CFA, CFP®, CEO and
to your personality. 
Head of Investments, Kudala Wealth

www.bluechipdigital.co.za
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Specialists win Gold

I

love the Olympics. I can’t tear myself away from a screen when
they’re on. Be it gymnastics, athletics, or table tennis, it's a
privilege to watch the best in the world compete in their fields.
The Games also highlight parallels between athletics and
investment management, particularly the power of specialisation
– where those focusing on one discipline, who are the best in the
world in their arena, outcompete the generalist. While strategic
asset allocation has the greatest impact on the performance of
a portfolio, selecting the best specialists in the world to manage
those underlying asset classes is a critical source of alpha, which
compounds with time.
Do specialists outperform generalists?
At the London 2012 Olympics, Ashton Eaton won the gold medal
in the decathlon event, beating the silver medallist by a solid 198
points. Eaton had a fantastic competition, winning the 100m and
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the long-jump events, while throwing his personal best in javelin.
However, he only needed to outperform the whole field in three
of the disciplines to claim his gold. In fact, he came in 10th overall
in shot put and only 22nd in the discus throw. Notwithstanding
his incredible talent, there are significant differences in his
performance when compared to winners of each individual
event. Usain Bolt’s 100m sprint was 7% faster than Eaton’s, and
Germany’s Robert Harting threw discus 61% further than Eaton
did. In sport and investing, the global best of breed tends to
outperform the generalist.
What is a “specialist” fund manager?
A specialist manager demonstrates expertise in their asset
class, whether that be defined by region or instrument. They
have boots on the ground in the countries in which they invest,
they speak the languages, are familiar with the macroeconomic

FUND MANAGEMENT

environment, and know the nuances of
their asset class. The generalist might
invest in Europe as a whole, the specialist
in emerging Europe only. As much as I
respect Eaton’s diversity of skills, portfolios
should be allocated in optimal proportions
to the Bolts and the Hartings of investment
management.
An investment process starts with defining
asset classes, where you can go broad or
narrow. “Global bonds” is broad. Narrow means
separating out global sovereign debt from
corporate, high-yield and emerging market
debt. More granular (narrow) asset class
definitions allow for effective diversification
and finer control over risk and return. It also
allows you to select super-specialists. Rather
than thinking about global equities as being
either developed or emerging, we need

In sport and investing,
the global best of breed
tends to outperform
the generalist.

Does it take a specialist to select a specialist?
Yes. Like any discipline, it takes time and focus to master the skill of manager
selection. PortfolioMetrix has a large, well-qualified team, with deep investment
expertise and a 10-year-plus track record that evidences exceptional portfolio
engineering and manager selection abilities. The manager selection process is
thorough, involving multiple meetings, sometimes assessing a manager for years
before investing. A global team is also important when it comes to selecting global
managers. Our team in London regularly meets with top managers passing through
the financial hub.
Relevant skills are needed in selecting product specialists. In launching ESG
portfolios in the UK market four years back, our team made sure to beef up on ESG
investing qualifications and joined the UN PRI. Those capabilities will be put to
good use in managing our Sustainable World Equity Fund launching later this year.
A good chef, not just quality ingredients
Our industry shows no signs of slowing down in outsourcing to specialists. Many
financial advisors outsource investment and compliance functions to free up time
in providing their own expert services. In line with this, incumbent single-manager,
multi-asset strategies will come under pressure. It will be increasingly difficult for
all in-house investment teams, operating from an office in South Africa, to drive
global asset allocation decisions, while also conducting securities-level research in
various asset classes across every market in the world.
There’s great opportunity for specialist “portfolio chefs” who have the skills, depth
and global reach to both select the world’s best ingredients and combine them to
extraordinary result. As the Games stream through the TV, my hungry husband and I
are acutely aware that neither of us qualifies as an expert chef, and, as with specialist
investment management, the happier result will come from ordering in. 

to understand the idiosyncrasies of those
underlying economies and markets. There
are enormous differences between China,
Lithuania and Chile – as is there between
Mandarin, Lithuanian and Spanish. If you
want the job done properly, you select the
world’s top managers in their disciplines to
fill those specific portfolio requirements.
What if there is no specialist available to
select?
Unlike the Olympics, where every discipline
involves high quality participants, you may
not always be able to find a fund manager
where you have high conviction that their
active fees will be rewarded. This is where
passive investing is elegantly useful. Being
constantly guided by the overarching
philosophy to achieve the best riskadjusted returns after all fees for investors
allows for pragmatism in the use of both
active and passive investing.

Kathryn van Dongen, MD,
PortfolioMetrix South Africa

RESPONSIBLE INVESTMENT

A FIRST FOR SOUTH AFRICA
Oliver Jones is an investment analyst in the asset management team at PortfolioMetrix in the UK. He
is responsible for the fund selection processes across the PortfolioMetrix Sustainable World range
of portfolios. Blue Chip spoke to him about the equity fund that is headed our way.
PortfolioMetrix is due to launch a Sustainable World Global
Equity Fund in South Africa. Please tell us more.
The PortfolioMetrix Sustainable World Global Equity Fund is due to
launch in October and is designed for clients who wish to generate a
positive social and environmental impact alongside financial returns
– in what we believe will be a first for South African investors.
We have been running sustainable portfolios for UK clients
since January 2017 and have built a strong track record both in
terms of financial performance and social and environmental
impact. On the back of this success, we are excited about the
launch of the Sustainable World Global Equity Fund.
What is the strategy and investment philosophy of your ESG
portfolios, and will South Africa follow the same philosophy?
The Sustainable World approach follows the same investment
philosophy and process as all PortfolioMetrix approaches, which
starts with asset allocation and then fund selection and portfolio
construction.
For Sustainable World, we only select funds that embrace
sustainability and positive change. This means underlying funds
must only invest in companies delivering a clear positive net benefit
to society and the environment through their products, services
and business operations. This typically leads to funds that adopt
a multi-thematic approach, often aligned to the UN’s Sustainable
Development Goals.
The PortfolioMetrix Sustainable World Global Equity fund will
also follow this approach and, when launched, will use the same
underlying equity funds as our UK and European Sustainable
World portfolios.
What are the different philosophies around ESG investing and
what is PortfolioMetrix’s viewpoint on these?
At PortfolioMetrix, we view sustainable investing as having three
techniques: Positive Screening, Negative Screening and Engagement.
Positive Screening is where a fund ensures it only invests
in companies that positively impact people and the planet by
defining sustainability themes and ensuring its investments impact
one or more of them. An example of a theme is cleaner energy,
which would make Ørsted, an offshore wind farm operator, eligible
for possible investment.
Negative Screens ensure the worst companies from a
sustainability perspective are avoided. These often include sin
stocks such as adult entertainment, gambling, controversial
weapons and alcohol, and can apply to countries or industries.
Engagement is the process of identifying areas where
companies can improve, and then working with them to drive
positive change in their businesses. Typical areas for engagement
include gender diversity and carbon emissions.
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At PortfolioMetrix, we believe what you do invest in is the most
powerful way to support the transition to a more sustainable future.
For this reason, we focus on positive screening and engagement
in Sustainable World as this ensures the fund invests in companies
providing real, tangible solutions to sustainability challenges.
Why has PortfolioMetrix adopted an integrated stewardship
and ESG approach to responsible investing?
PortfolioMetrix integrates stewardship and ESG into its investment
processes as ESG considerations form part of understanding
all risks and opportunities a company faces in attempting to
maximise long-term risk-adjusted returns. This commitment is
incorporated in our Responsible Investing Policy.
How does PortfolioMetrix put this policy into practice?
Our responsible investment policy means we evaluate the responsible
investment policies and processes of the funds we invest in, only use
funds that demonstrate sufficient stewardship, and prefer funds that
demonstrate superior ESG integration in their investment process.
Why is it difficult for passive funds to undertake positive
screenings? Is this why a tilt towards passives decreases the
level of ESGs in PortfolioMetrix’s portfolio?
Implementing positive screens requires an in-depth knowledge of a
company’s products, services and business operations to understand
how that company impacts society and the environment. This
process is qualitative as the data provided by companies is never
comprehensive and often difficult to interpret. Unfortunately, passive
funds are reliant on this data and therefore are not able to implement
positive screens well, if at all.
We therefore believe that sustainable investing is an active
management process and the use of passive funds, while cheaper,
are less impactful.
Entering the ethical investing arena is complex for
financial managers. What advice do you have for them?
It is important to understand what impact you wish
to generate from your investments, and then select
an investment that best meets those requirements. At
PortfolioMetrix, we feel it is crucial to be clear with the
goals of Sustainable World, to allow investors to decide
whether it is appropriate for them.
The biggest misconception has been that you
must sacrifice returns to invest sustainably. However,
there is no evidence to confirm this, but we do expect
short periods of out – and underperformance versus
agnostic strategies given there are areas of the Oliver Jones, Investment
Analyst, PortfolioMetrix
market sustainable strategies do not invest. 
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The
Goldilocks
Zone
Have we prioritised scaling over smiling?

Y

ou either fall into the camp that grew up with and who
love technology (aka digital natives) or you fall into the
camp where you feel that the pain of mastering a new
tool most likely outweighs the potential benefit. The
love-it or love-to-hate-it camp.
It is completely normal to feel frustrated by technology.
In a recent report on business efficiency by PortfolioMetrix,
technology frustrations ranked in the top four concerns for
financial planners. It is fascinating that the same tools can be
loved by some and hated by others. How much time do we really
give to understanding why we are implementing something in
our financial planning business?
Technology has been used as the go-to answer for any business
roadblock, expecting that we can provide our team or clients with
a new tool and that will solve almost any problem. I count myself
among this group as a lover of technology, automated processes
and efficiency. The question of “can’t we just have one tool that

does everything” screams the need for efficiency. This efficiency
almost always comes at the cost of client experience.
In a report by Matthew Jackson, titled New Frontiers in Wealth
Management, he unpacks the concept of using technology to create a
better client experience as opposed to creating additional efficiency.
It is not difficult to find a practice management consultant that speaks
about the service constraints that financial planners experience
resulting in a limited client base and a limited revenue stream.
What if we considered technology as a key ingredient to improve
client experience, potentially at the cost of efficiency? Shifting
the focus from scalability to remarkability. Creating a remarkable
experience, something Seth Godin would call the “Purple Cow”. If
your experience with your financial planners is so remarkable, this
becomes an opportunity to share the experience with friends and
colleagues and can become a powerful marketing engine. A term
coined as “surprise and delight”; looking for any opportunity to
bring a smile to the face of your client.
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What if we considered
technology as a key
ingredient to improve client
experience, potentially at
the cost of efficiency?

A successful financial advisor from Johannesburg recently
shared a powerful story with me. They employ a full-time driver
to be able to transport clients to and from the airport when they
travel, hospital when they are sick and even to their office to attend
meetings. What struck me was not the fact that they are doing
this but by the strength of the personal bond that clients have
formed with their driver. He is a critical piece of their experience
team, and this is one experience that a ride-sharing app will not
be replacing soon.
Rethinking the role of support staff, who would typically deal
with administration and “back-office” work, as an element of your
experience team, showing the client what happens behind the
scenes. What we have found is that clients are often surprised by
how much work and effort it takes to get and keep their finances on
track. Like seeing the head chef and his team at work in a Michelin
star restaurant.
We are not in the job of manufacturing financial plans; we are
in the job of helping people adapt to change. One question we
often ask our clients is, “Who else can help you with this change?”
The main purpose behind this is to create a structure of support
and external accountability to help the client stay on track. This
is a brilliant place for technology to create automated check-ins
through push notifications on a client’s cellphone, automated
emails or even just a quick text message to let them know that we
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are here to support them in their journey. It might not be the most
efficient use of resources, but it creates a more valuable experience.
The rise of low-code platforms like Podio, Notion and PowerApps
means that almost anyone with a laptop and an Internet connection
can build a technology solution that fits their client experience. This
all without the need to hire a software developer. There will still be the
need to integrate with more specialist tools when it comes to the heavy
lifting of financial planning
scenarios and portfolio
analysis. These tools are
well-suited to improve
the core tasks of client
onboarding and reviews.
My take is that the use
of technology must reach
the Goldilocks Zone: not
so efficient that it costs the
client experience dearly
and not so inefficient that
the business cannot grow.
Just the right balance
to turn your client into a
raving fan with a massive Louis van der Merwe CFP®, Director,
WealthUp
smile on their face.

Customer-centric software to
grow your financial business
The evolution of software means clients expect “always on” access to data to make informed decisions about their finances.
But as an advisor, where is your competitive advantage when technology already enables easy access to information?

T

oday’s tech-savvy clients require delightful, intuitive and
convenient solutions that fit into their everyday life. To
meet these needs, financial advisors need customercentric software that enables them to provide a premium
advice experience for their clients, says Barrie van Zyl, head of
account management for Iress, South Africa. Van Zyl highlights
four ways to enhance client centricity in your business practice:
Prioritise personalisation
Instead of a one-size-fits-all approach, create unique client
experiences that go beyond putting your client’s name into a
mass email. New technologies like Xplan Prime, coming soon to
South Africa, simplify the process of delivering advice experience
at scale using goals-based recommendations.
Make time to meet
Although face-to-face in-depth debriefs are currently challenging,
make sure that you are still meeting your clients beyond the
Klee_Job.pdf
29/06/2021
13:06 users can create, schedule and
mandatory 1annual
review. Xplan

launch instant Zoom video meetings with clients from anywhere
in Xplan - saving time and minimising context switching.
Content is king
PDFs and Excel spreadsheets are now becoming nostalgic. Move
on to more memorable methods of engaging with clients by
bringing your recommendations to life with rich media content.
Digital statements of advice use cutting-edge graphics and
animations while features like Cashflow Visualise in Xplan, helps
advisors more easily demonstrate cashflow modelling.
Make information even more accessible with self-service
Make it easy for clients to access information about their finances
by introducing a client portal, and you’ll satisfy their need for
peace of mind 24/7, without having to lift a finger. 
Work smart by providing an accurate picture of your clients’ financial future in a
personalised, easy to understand way. Visit https://www.iress.com/financial-advice
to put your clients’ needs first.

Advice software.
Built for better performance

iress.com/financialadvice

Snakes and
ladders
The industry technology integration game

Several years into advocating greater generic integration between
industry systems, a new phase in the overall evolution is emerging.

O

n one hand, although we are certainly seeing more
technology integration options for financial advisory
businesses than we did five years ago, availability
is still not nearly widespread enough to sufficiently
penetrate the problem. On the other hand, in those pockets
where standard integration exists in a form mature enough to
require maintenance and enhancement, it is apparent that this
part comes with its own set of restrictions.
The ability for a business to be able to make best-of-breed
technology decisions is spectacularly enhanced by its integration
options. In fact, it is fair to say that such a technology model
cannot sustainably endure without integration.
To collect information only once and distribute it automatically
across multiple systems and processes, entwined – as it should be
– with client lifecycles, makes perfect business sense. Efficiency,
simplicity, accuracy and long-term cost containment are obvious
benefits to ease the operational and legislative compliance weight
of administration in a world where client data can be effortlessly
and securely shared across a company’s internal systems,
spanning the broad areas of relationship management, servicing,
compliance, financial advice and revenue administration, as well
as external systems accommodating functions like straightthrough processing.
Add to this the opportunity to harness technology to create a
truly client-centric experience for both FSPs and their customers,
particularly where information can be automatically augmented
with data from external sources for both business intelligence
and financial education purposes, and you have a genuinely
differentiated advice model.
Good data – the opposite of what can typically be derived from
duplicated manual transcriptions – breeds good information,
which in turn facilitates business growth and the ability to service
more clients more effectively. Quality data enables analytics
and intelligence to drive better decision-making and, ironically,
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empowers financial advisors to offer a more appropriate, more
personalised, and less administrative service.

Source: Business Application Research Centre (BARC)

Another aspect is the promise of the industry’s overall efficacy
considering the potential ease of regulatory monitoring. An
environment where data can be distributed directly to industry
bodies is one of fewer manual reporting burdens upon financial
service providers (FSPs) as well as more efficient complaint
resolution and even curative behavioural mechanisms.
Given the significant advantages of integration, particularly in
an industry with such a short list of key participants, it is natural
to wonder why we are still seeing so little action in this space.
For starters, too many financial advisory businesses still
view technology through the sceptical lens of serving primarily
“admin” needs. Thus, technology spend remains just that –
an operational expenditure rather than an investment into
a unique or exceptional business service. Additionally, the
greatest pain exists in the international fiscal association (IFA)
space, therefore limiting integration pressure by the lack of a
unified voice of demand.
In the absence of extending off-the-shelf integration options,
some vendors dodge the bullet via the “here’s my application
programming interface (API)” approach, which cements the
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positive perception that integration is possible, but does not really
solve the immediate problem for advice businesses, who are then
left with the task of making it happen. This involves engaging with
their other technology providers to gauge or promote appetite,
facilitating at least some of the resultant discussions, uncovering the
inevitable challenges and, unless all parties buy into the universal
industry-offering route, assuming the role of analyst/tester and, of
course, footing the “custom” development bill. It is unsurprising,
then, that most businesses – even those with deep enough pockets
to see it through – tend to give up before they even start.
In some cases, this may be just as well, since the maintenance can
be as complex as the initial development. Not all APIs are created
equal (or necessarily for the purpose an FSP might have in mind) and
the overall quality or depth of integration is considered not only for
its intended use but also in terms of the ongoing effort requirement
towards maintenance and enhancement. Somewhere, someone is
paying for the upkeep and there is not necessarily any guarantee of
perpetual delivery of a service that is so dependent on collaboration.

The enduring integration problem in financial advice. (Source: Linktank annual
advisor technology survey)

It is not a foregone conclusion that all parties are willing to
cooperate in developing integration options for their users. Resource
constraints, demand prioritisation, antiquated back-end technology
and use-case inconsistency are frequently cited factors. Behind the
scenes, though, and in fear of revenue dilution, some vendors still
harbour a passé inclination to deter users from choosing alternative
applications for some activities, instead persistently beating their
saggy old one-stop-shop drums. This despite expansive evidence of
the popularity of integration-friendly platforms across the globe and
the knowledge that younger FSPs are increasingly veering toward
selections of purpose-specific, innovative and easily linked and
de-linked tools. “Plug-and-play” integration options within our local
industry are governed largely by competitive behaviour and driven
almost entirely by vendor proclivity rather than user needs.

The ability for a business to
be able to make best-ofbreed technology decisions
is spectacularly enhanced
by its integration options.

It is clear that we need more ladders,
and fewer snakes, on the board. Greater
integration potential between industry
software and product providers continues
to present enormous opportunity to
enrich the capability of FSPs, improve
the reputation and value of the industry,
and play a vital role in facilitating
broader consumer access to competent
financial advice. A dose of investment
into development and continuous
enhancement of API options for advisors is
approaching the tipping point of standard
market expectation. 

Jen McKay, Director, Linktank

A universe of possibility via integration. (Source: Linktank and The Data Company’s hub model)
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RETIREMENT

WHAT THE NEW TAX LAWS MEAN
FOR SUSTAINABLE RETIREMENT
South Africa’s retirement savings shortfall is both well-documented and alarming.

O

n average, people with some form of retirement savings
can expect to receive a retirement income of just over
a quarter of their salary at retirement, which is unlikely
to sustain them throughout their post-work lives. A
financially secure retirement means a person needs to replace their
salary with a roughly equivalent pension.
The so-called income replacement ratio for the average
worker ideally needs to be a minimum of 75% meaning their
monthly pension before tax should be at least 75% of their
monthly salary before tax. For example, if an employee’s last
salary was R80 000 a month, a retirement income of R60 000
would be needed to maintain their standard of living. Why less?
It is because there is no longer an amount being set aside for
retirement, there are also some tax breaks and some costs like
paying off a home and supporting children’s education are
hopefully lower or completely absent.
To make it easier for people to save adequately for retirement,
government introduced the Taxation Laws Amendment Act aimed
at simplifying the landscape by aligning the various retirement
savings vehicles and their tax treatment. The next step in this
process came into effect on 1 March 2021. It aims to ensure that

Contributions

Tax on
contributions

Membership allowed
Managed by
Regulations on investment strategy

provident fund members are treated the same as pension and
retirement annuity fund members.
Provident fund members could previously take all their savings
as a lump sum at retirement (less any taxes). From 1 March, like for
pension funds and retirement annuity funds, the capital amount at
retirement must be used to provide the member with a monthly
income, not just a once-off lump sum. While this does reduce the
flexibility that members have in relation to how they use their savings,
the reality is that all people have a need for a monthly income during
retirement and not a lump sum at a random retirement date.
These changes make it easier for South Africans to understand
how to save for retirement; the retirement savings vehicles (or
funds) available to them; what tax breaks are offered on retirement
savings and to ensure that they use their savings wisely to provide
for their needs in retirement.
How retirement funds differ
The act brings much-needed harmonisation, and hence
simplification, of retirement funds – which include pension,
provident, preservation and retirement annuity funds. While
similar, it is important to understand how they differ.

Pension Fund

Provident Fund

Preservation Fund

Regular contributions,

Regular contributions,

No contributions allowed – only transfers Regular contributions, usually monthly. Can

usually monthly.

usually monthly.

from pension or provident funds.

Tax deductible up to 27.5% of taxable Tax deductible up to 27.5% of taxable N/A

also be single contribution or as and when.
Tax deductible up to 27.5% of taxable

income subject to a maximum of

income subject to a maximum of

income subject to a maximum of

R350 000 per year.

R350 000 per year.

R350 000 per year.

Only through a company that employs Only through a company that employs Only transfers from pension or
the person.

the person.

Trustees who set investment strategy. Trustees who set investment strategy. Member has flexibility and choice.
Member choice may be offered.

Member choice may be offered.

Regulation 28

Regulation 28

Individual access

provident funds.

Regulation 28

May access full amount of savings, subject May access full amount of savings, subject One withdrawal allowed prior

Access to savings
before retirement

Retirement Annuity Fund

Member has flexibility and choice.

Regulation 28
No access prior to retirement.

to tax or may transfer to preservation fund to tax or may transfer to preservation fund to retirement.
or retirement annuity fund without tax.

or retirement annuity fund without tax.
No change from previous arrangement.

Access to savings
at retirement

A minimum of two-thirds of retirement A minimum of two-thirds of retirement As for pension or provident.

A minimum of two-thirds of retirement

savings must be used to provide savings must be used to provide

savings must be used to provide

an income during retirement. The an income during retirement. The

an income during retirement. The

remaining savings (up to one-third) can remaining savings (up to one-third) can

remaining savings (up to one-third) can

be taken as a lump sum at retirement. be taken as a lump sum at retirement.

be taken as a lump sum at retirement.

Tax applies to lump sum and monthly Tax applies to lump sum and monthly

Tax applies to lump sum and monthly

income. If the total amount in the fund income. If the total amount in the fund is

income. If the total amount in the fund

is less than R247 500, the full amount less than R247 500, the full amount can

is less than R247 500, the full amount

can be accessed as a cash lump sum, be accessed as a cash lump sum, subject

can be accessed as a cash lump sum,

subject to tax.

subject to tax.

to tax. Previously, the full amount could
be taken as a lump sum, subject to tax.

RETIREMENT

Savings create resilience to deal with a crisis, whereas
debt makes households much more vulnerable.

How the new Act impacts on retirement savings
Under the new legislation, provident funds now have the
same rules as pension funds. It is important to note, though,
that members’ existing rights are not affected. This means that
the old rules will apply to the savings accumulated up to the
effective date and for older members even their continuing
savings will still be eligible for the old rules.
Those aged 55 and older on 1 March 2021 will not be affected
as the full value of their retirement savings will be paid as a lump
sum upon retirement, provided they remain in the same fund. If
they change their retirement fund after 1 March 2021, they will
be treated as a new member meaning their future contributions
will be eligible for the new rules.
Those younger than 55 on 1 March 2021 will have two
separate pots of retirement savings. The first pot includes
all retirement savings up to 1 March 2021 and all the future
investment growth on those savings. All the savings in this pot
will be subject to the old rules so will be accessible as a lump
sum when retirement age is reached.
All contributions paid into the retirement fund after 1 March
2021 will go into a separate savings pot. This pot, including the
investment growth on it, will be subject to the new rules applied
at retirement. That means that retirees can take up to one-third
of this pot as a lump sum and the rest will be paid as a monthly
pension. However, if at retirement the new savings pot is less
than R247 500, then the full 100% can be taken as a lump sum.
None of these changes impact provident fund members
who have resigned or who are dismissed or retrenched. They
can still take their full retirement savings in cash and any
amount withdrawn is taxed. Of course, it is not advisable to
take retirement savings and spend them when changing jobs
as this hampers the ability to save enough for retirement.
Similarly, those who wish to use their retirement funds to
emigrate should carefully consider their options.
Changes to phase out emigration for exchange control
purposes mean that members of retirement annuities and
preservation funds can make a full cash withdrawal, but only
if they haven’t lived in South Africa for three years and have

non-resident status with SARS for three years. This means that
they should not plan to use their retirement savings to finance
their initial setup in another country, although they will be able
to move their savings after the three-year period.
The principles of planning for retirement
Despite the clear advantages of the amendments, they do little
to impact how South Africans should plan for their retirement.
The recommended income replacement ratio of around 75% to
maintain standard of living during retirement is a ballpark figure.
It is dependent on individual circumstances such as income
level, debt levels, other savings outside of retirement vehicles
and the educational needs of any children.
While an adequate retirement savings plan is a
necessity, an overall financial wellness plan that includes
adopting more disciplined savings habits, should not be
neglected. South Africans’ low household savings rates
and high debt-to-income ratio would not have been
helped by the financial shock delivered by Covid-19.
Savings create resilience to deal with a crisis, whereas debt
makes households much more
vulnerable. The added benefit of
having cash savings available is
that they can be used to invest in
markets when they reach historical
lows – a good long-term strategy.
Not having savings outside of
retirement funds results in people
raiding retirement savings in times
of crisis, like many have done over
the past year. Although this may be
a necessity, it makes it unlikely that
savings will see investors through
their retirement. It is therefore
essential to have a plan to replenish
those savings by making additional
contributions as soon as one’s Andrew Davison, Head of Advice,
Old Mutual Corporate Consultants
financial situation improves. 
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RETIREMENT

How an increasing
life expectancy
affects

RETIREMENT
Making sense of today’s retirement landscape. Part 2

I

n the previous article of this miniseries, we reflected on how
the rapid disruption of the workplace occurring in the wake of
the Fourth Industrial Revolution is one of two socio-economic
metamorphoses that are rapidly converging to compel an
urgent paradigm shift in retirement planning.
As we bridge into the second, the longevity revolution, this
quirky line borrowed from cognizant.com’s creative exploration
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of the Future of Work seems decidedly apt: “The guilty little secret
of the technology world is that every solution begets a problem.
Fix A, and then B goes on the fritz. Develop C – which is a great new
thing – and then realise you’ve also created D – which is a terrible
new thing that needs fixing.”
An unprecedented digital transformation, driven by a confluence
of many advancing technologies, is delivering enhanced economic

RETIREMENT

efficiencies and personal freedoms. And it is creating a pressing
dilemma, as many of the productive human activities that we
rely on for our incomes are becoming better performed by our
artificial counterparts.
Immense opportunities are being created, but so are immense
challenges. A synonymous phenomenon is taking place in the
space of life and health.
The effects our shared-value model has on people’s lives
Discovery’s shared-value model, which underpins everything
we do, was built on a simple, but profound idea: If we could
help people get healthier, we could improve their lives,
improve our claims rates, and improve society.
Since we introduced the model
in the space of life insurance, it and
the behavioural incentives that
bring it to life have continuously
evolved alongside the rapid advance
of medicine and technology. It has
unquestionably come a long way in
helping to solve the problem of early
and preventable disease, disability
and, ultimately, untimely death.
Recent empirical studies show
that our Vitality members live, on average, substantially longer
than the wider insured population. Our Diamond Vitality members
live lives that are comparable to those select pockets of global
society, known as the Blue Zones, which live the longest, healthiest
lives of all.
Of course, this is a source of great pride for us at Discovery.
Yet, it would be disingenuous to say that the longevity
revolution is unique among our members. Instead, they are at the
leading edge of a global phenomenon.

The effects of an ever-increasing longevity on society
Driven largely by the near exponential pace of advancements in
medicine and the science of wellbeing, humankind is undoubtedly
making remarkable progress in achieving healthier, longer lives for
people. Yet, “every solution begets a problem”.
“In most countries around the world, standards of living and
healthcare advancements are allowing people to live longer. This
should be celebrated, but we should also consider the implications
for the financial systems that have been designed to meet our
retirement needs, which in many countries are already under
severe strain,” according to the WEF.
In essence, the longevity revolution presents us with a wonderful,
urgent, problem: How do we plan for our healthier, longer lives? As
people live longer, but work for the
same amount of time, or less, it will
soon become a reality that we spend
as many years working as we do in
retirement. Clearly, this has implications
in terms of the proportions of our
salaries that we need to put away each
month in order to have enough to live
on when we retire.
Furthermore, as societies age,
this “will have a profound effect on
the potential support ratio,” defined by the UN as the number
of people in working age (between 25 and 64 years old)
and the number of people aged over 65. “The key driver of
the challenges facing retirement systems is increasing life
expectancy and a falling birth rate. This leads to a smaller
workforce supporting an ever-growing population of retirees,”
attests the WEF.

Recent empirical studies
show that our Vitality
members live, on average,
substantially longer than the
wider insured population.

Global longevity is increasing exponentially
“All societies in the world are in the midst of a longevity revolution
– some are at its early stages and some are more advanced,” reads
the UN’s 2019 report on world population ageing, “but all will pass
through this extraordinary transition.”
The ageing transition is described by the likelihood of
individuals within a society living past the age of 65. As societies
“develop”, this likelihood rises, from less than 50% – as was the case
in Sweden in the 1980s – to more than 90%, as we see in countries
with the highest life expectancy today.
As people live longer, while conceiving less, the related and
revised world population prospects data, also released by the UN,
estimates that the number of people across the globe aged 65 or
over will more than double by 2050. The number of people living
beyond 80, meanwhile, is expected to triple.
The average life expectancy has been increasing by, on
average, one year every five years since the middle of the previous
century, according to a white paper released by the World Economic
Forum (WEF).

The retirement savings conundrum
South Africa is already presented with a situation where the vast
majority do not save sufficiently
to retire comfortably. When this
intersects with the new reality
that we need to be saving more,
considering our increasing life
spans, we have an age-old problem,
colliding with a rapid evolution of
the old-age problem.
When this, additionally, intersects
with the new reality of the accelerated
uncertainty that the skills we rely on to
generate an income may be irrelevant
in only a matter of years, we have an
age-old conundrum colliding with a
rapid, twin evolution.
Don’t miss the next article in this
series, where we explore how the
South African retirement landscape Kenny Rabson,
CEO of Discovery Invest
has changed in recent times. 

www.bluechipdigital.co.za

47

LIVING ANNUITIES

The artificial line
of “retirement”
How you can add value to clients who are considering a living annuity option

I

recently presented at a workshop to a group of senior
employees from one of South Africa’s largest auditing firms.
It was an interesting experience for me, as the workshop was
hosted by Google Meet and it was my first experience using
this tool for an online group meeting.
Auditors, it turns out, are a lot like you and me! They also do
not particularly like staring at their own face, and so most of the
cameras of those attending the workshop were turned off. This
took me a little while to adjust to, but soon I started to lean into
the silences, which were probably 10 seconds, at most, but felt like
10 minutes at the time.
It must be noted at this stage in my article, that all of the
employees on the call were planning on purchasing a living
annuity when they retired, and not a life/guaranteed annuity.
This is important to keep in mind as the rest of the article refers
to living annuities only.
Engagement from the attendees really started to flow once
I had touched on their retirement fund and the different
factors that they should consider when making decisions on
their underlying investment strategy. Those that engaged,
spoke at length about the lifestage model portfolio that they
were allocated to and the appropriateness of this strategy
for them. I could not give direct individual advice, but I
did speak about the importance of seeing one’s retirement
date as an artificial line in the sand when it came to their
retirement fund.
A quick note: The lifestage model portfolio has a place in the
retirement fund industry. The derisking of the investment strategy

done automatically by the retirement fund administrator can be
the right strategy depending on the client.
The reason I brought this up is that the retirement from an
employer/employee relationship does not mean that a retirement
fund investment strategy should suddenly radically change purely
on this basis. If you believe in a long-term investment strategy, like
I do, you need to see the transition from a retirement fund to a
living annuity as just that, a practical product transition. In a lot of
cases the underlying investment strategy will change only slightly
as the client comes out of Regulation 28 guidelines and into a life
licensed product with a wider investment choice. The investment
strategy, regardless of product, needs to be appropriate for the
client’s financial plan at all times.
A client risk profile rarely changes so drastically that they go from
a high-growth long-term investment strategy in their retirement
fund to a capital-conservation based investment strategy in their
living annuity. In fact, there have been recent studies done on the
optimal investment strategy for a living annuity where a regular
income is being taken.
Jaco van Tonder, from Ninety One Asset Management, has
written an excellent paper on exactly this. His findings were
quite conclusive: individuals drawing an income from a living
annuity need a high-growth long-term investment strategy to
give themselves the best chance of not depleting their capital
before they die.
Let’s get back to the faceless auditors from my recent
presentation. They all had a mandatory retirement age of 61 and
hence needed their living annuities to produce an income for at

Individuals drawing an income from
a living annuity need a high-growth
long-term investment strategy.

48

LIVING ANNUITIES

least 20 to 30 years after retirement. Missing out on return from growth
assets, particularly five years or less from their date of retirement, was a major
risk to their financial plans.
The risk was easily understood with what we have seen from growth assets
in the last year alone. Below is an extract of the returns of equity markets
over a one-year period ending March 2021 in the relevant country’s currency:

The investment strategy,
regardless of product,
needs to be appropriate
for the client’s financial
plan at all times.

(Source: PortfolioMetrix 2021 Q1 Quarterly Commentary)

Cash or cash-like investment strategies would have had the capital protection
at the time but they most likely would have not captured any significant
return. This is shown in the chart above.
As financial advisors, we often struggle to advise clients appropriately
on their company retirement fund. I believe that taking some time to
engage with your client on their retirement fund can add huge amounts
of value in making sure that they are positioned as appropriately as
possible when they approach retirement. The difference for your client
is not only in the long-term return on their investment that they may
need, but it is also knowing that your chances of having a client for life
are hugely increased. 

Tom Brukman, Retiremeant™ Specialist and
Director of Chartered Wealth Solutions,
Western Cape.

www.bluechipdigital.co.za

49

FINANCIAL PLANNING

It’s Not About the

Fees

It is about the value that you offer.

L

ance Armstrong, the now disgraced cyclist who was
stripped of his seven Tour de France wins, titled his
autobiography, It’s Not About the Bike. His book was
published at the peak of his career and documented his
extraordinary recovery from cancer and his remarkable return
to the peak of cycling.
In a tell-all interview, he admitted to Oprah Winfrey that in
fact he had taken performance-enhancing drugs throughout his
cycling career, despite his repeated denials and protestations of
innocence. We now understand why it wasn’t about the bike. It was
about the drugs that enhanced his already amazing athletic ability.
Despite Armstrong’s illegal attempts to boost his performance,
it would be tough to argue that he doubted his value as an athlete.
In fact, in his Oprah interview he
said that he did not believe one
could win the Tour de France
without cheating in the way he
had. If ever someone believed
that they were worth every cent
of their financial success, it was
Lance Armstrong. Self-belief in
his own value is the lesson that I
believe Lance provides to financial planners.
In my recent work with a wide range of financial planners the
issue of fees is increasingly raised as a critical issue. Financial
planners are struggling with how they charge fees for their work.
And in this grappling, the conversations I have with them tend to
focus on the mechanics of fee payment. “My clients won’t want
to do an EFT every month or set up a debit order to pay me,” is

a common refrain. So too is the one, “Clients have never had to
pay for financial advice, so they are not going to start now.” As
we know this is a self-delusional excuse.
Clients do pay for their advice; it is just that many are unaware
they are doing so — they think they are paying for a product.
The most common lament I hear from financial planners is, “The
industry needs to set the standard so that the client understands
that paying fees is the norm. If I start charging fees now, the
client will just move to someone who doesn't charge fees.” Just
to confirm, clients do and always have paid fees, even though it
may be called commission. You’re not “starting” to charge fees,
you always have.
Just as Armstrong said, “It’s not about the bike”, so too for
financial planners, “It's not about the
fees”. What brought this home to me
again recently was the story a financial
planner shared about their frustration
with a potential client they lost. “I had
three very good meetings with the
client, I helped them understand their
situation and told them what I thought
they should do. They said thank you very
much and went and implemented my advice with…”
In this case the client went to a big blue institution, but
it could easily have been with another advisor, or even by
themselves. This financial planner had spent valuable time in
three meetings, applied their mind to the client’s situation,
done some research outside of those meetings, and yet got no
recognition of the value they had added other than a “thank

Clients do and always have
paid fees, even though it
may be called commission.
You’re not “starting” to charge
fees, you always have.
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Perpetual Guardian, a New Zealandbased financial services firm, moved to a
four-day week
in late 2018. Productivity
FINANCIAL
PLANNING
improved 20% over an eight-week period;
an independent survey showed staff stress
levels reduced and work-life balance
improved from dramatically.
As you think about innovating to keep
up with constant change, don’t get stuck
on technology and forget about your
people. They may just end up working for a
business that has found a real way to make
a dent in traffic congestion! 

no surprise, then, that Ricardo Semler, a R20k, and that the process usually involved References
highly successful, innovative industrialist four meetings. The potential client had David Rock, The Neuroscience of Leadership
and entrepreneur from Brazil, wrote a experienced so much value in just one – Improving Organisations by Understanding
book entitled The Seven Day Weekend. He aspect of the first meeting that they were the Brain, Talk at FPI Convention, 2012
encourages employers to think differently moved to ask if this was R20k per meeting Morgan Housel, The advantage of being a
about how they manage their people, and – not because they didn’t want to pay the little underemployed, www.collaborativefund.
more importantly, how to get the best out fee but because they thought given the com, 17 May 2017
of people. He argues that technology that value they had already experienced, this Ricardo Semler, The Seven Day Weekend,
Penguin Publishing, 2004
was supposed to make life easier such as was a possibility.
Robert Booth, Four-day week: trial finds lower
laptops, cellphones and email, has actually
stress and increased productivity, www.
encroached on people’s free time.
The value in people
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When a client
comes to see you,
they are not paying
for your time.

Former FPI Financial Planner of the Year Wouter Fourie, will be talking about how to position your fees with clients at this year’s
Humans Under Management virtual conference on 15 September 2021. For more information and to buy tickets,
go to: www.humansundermanagement.com./southafrica2021
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EDUCATION

Forging

financial futures

Sumaya Naidu’s career in financial planning came about completely serendipitously. An opportune
meeting with a client, as a candidate attorney, led her to embark on a career that has brought her much
self-fulfilment. Very early on, she had concluded that practising law was not what she wanted to do.

S

umaya started off in the training department of an insurer,
sharing the technicalities of legislation pertinent to
financial planning. This role ignited her love for teaching.
She embarked on a LLM, followed by a PG Dip in Financial
Planning, eventually attaining the CFP®
designation. The next step for her is a
PhD – both an exciting and daunting
prospect.
While being employed at a bank, and
propelled by circumstances, it was with
no hesitation that she accepted a senior
lecturer position at the University of
Johannesburg (UJ). She is currently the
programme manager for Financial Planning in her department.
What attracted Sumaya to this role is her passion for the
profession coupled with the realisation that she could contribute
in some way to the continuation and development of it. She says
she is blessed to be working alongside
a team of dedicated lecturers who are
all committed to the profession and
who care deeply for their students.
The department has implemented
many initiatives to advance the career
development of their students. This
includes a research project, among
BCom Financial Planning Honours
students, which represents a reallife client simulation scenario and
culminates in a financial report
presentation to a panel. One of the
objectives of this project was not only
to enhance the writing, presentation
and client engagement skills of the
Sumaya Naidu,
University of
students but to also help bridge the gap
Johannesburg
between studies and the workplace.
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A similar project was introduced at undergraduate level with
great success. In the latter, the department has partnered with
a corporate to sponsor prizes in the form of investments to
start instilling a savings culture among the students. A further
objective has been to assist graduates
in obtaining employment and in that
respect, there are many partnerships with
corporates who are invited to engage
with graduates with a view to employing
them. There is also a focused intent from
the team to expose the students to the
important role-players in the industry.
Speakers are invited to address the
students, including associations such as the Financial Planning
Institute, Pension Funds Adjudicator, and many influential
individuals in the industry.
Teaching at the UJ has also allowed Sumaya to self-reflect. She
is concerned about the very dire circumstances that students
find themselves in. Many are first-generation graduates. She feels
that educators have a responsibility to advance the students’
studies and careers. A sad legacy of our country’s history has
created a financial divide where many communities have never
been exposed to financial services or a financial planner. There
is a duty to change this and to bring the financial offering into
South African homes.
Educators can alter the fate of many of their students’
families. She says that sitting in the graduation ceremonies,
listening to the unabandoned ululation, and witnessing the
sheer joy on the faces of the parents,
grandparents, aunts and uncles is quite an
experience. And beyond all of this is the
objective of introducing the students to
this very dynamic profession. Engaging with
her students gives her much hope that the
future is bright for the profession. 

The department has
implemented many
initiatives to advance the
career development
of its students.
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Aubrey Faba, Red Channel Director
at Momentum Financial Planning
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Gaining momentum
for future careers in
financial planning
Momentum Financial Planning announces the launch of its new
Momentum Institute of Financial Planning.

T

here are thousands of students in South Africa who are
still uncertain about what they will be doing in the future
once they graduate. Given that youth unemployment in
the country currently stands at 46.3%, and the rate was
9.3% among university graduates*, the fact that so many young
people are faced with uncertainty is worrisome.
With a reality such as this, the Momentum Institute of
Financial Planning (MIFP) aims to upskill Momentum’s financial
advisors, as well as to provide them with knowledge and
practical application to further increase the value they offer to
their clients.
Aubrey Faba, Red Channel Director at Momentum Financial
Planning, says that this new institute is aimed at recruiting
more young people to the financial
services industry. “South Africa’s
financial sector is supposedly
losing its grip over graduates. Fewer
young people are choosing to
pursue careers in financial services,
which is why it is vital to find ways
of attracting a new generation of
financial planners and financial
advisors. Given that the youth
unemployment rate is so high, the
current skills gap in the financial sector can offer opportunities
for many new recruits.”
He goes on to explain that the Momentum Institute of
Financial Planning provides training for new graduates to become
professional financial advisors. “Young people are increasingly
growing a stronger, more holistic social conscience and the ambition
to solve wider social problems has never been more prevalent than
in Millennials and Gen Zs. This mindset is an incredibly good fit for
the field of financial planning, where individuals are encouraged
to help people to improve their financial wellbeing. Financial
planning is also a field that fully embraces the new approach
that the world is seeing towards the average working day, where
flexibility is increasingly becoming a priority.”

Faba adds that the institute is particularly looking
for individuals with an entrepreneurial spirit. “This is an
opportunity for young people who are inclined towards
starting their own businesses. They can join us as a Momentum
financial advisor, give advice under our licence, market our
products and have access to support and coaching from a
network of professionals who can assist with all their business
requirements. They get to partner with a brand that is wellestablished and trusted by professionals and consumers alike;
locally and globally.
In addition, the Momentum Institute of Financial Planning has
designed interactive online tools to support its new graduates
when providing quality financial advice to clients. “We will take
care of the complicated business processes
so that our financial advisors can focus their
time and energy on building sound client
relationships,” says Faba.
As a result of Covid-19, digital transformation
and technology has accelerated, and in
response to this, Momentum’s curriculum
is completely virtual, allowing training and
development to happen remotely. “This means
that new-to-industry advisors are also upskilled
in these digital tools and technologies and are
therefore more empowered to navigate the working world of the
future,” he says.
In closing, Faba says that there is a host of reasons why new
graduates should consider the Momentum Institute of Financial
Planning at the start of their careers. “By becoming a financial
advisor, young professionals can offer meaningful advice, cultivate
an unlimited income potential, harness their entrepreneurial
spirit, and exercise their creativity in a practice structure. Through
the Momentum Institute of Financial Planning, individuals will
not only be educating and upskilling themselves in the realm
of financial services; they will also increase their own financial
know-how, helping them build wealth for themselves and their
families over time,” he concludes. 

This is an opportunity
for young people
who are inclined
towards starting their
own businesses.

*Statistics South Africa (StatsSA)
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CUSTOMER EXPERIENCE

Your clients

do not care

about asset allocation
Customer experience is widely regarded as the biggest success factor in every industry across the globe.

I

t drives profitability through client retention, share of wallet
and by turning clients into advocates who will naturally refer
people to you. Something this important should always be top
of mind in every business. But when last did you think about
how your clients experience their interactions with you?
As a Certified Financial Planner®, you spend time with your
clients constructing and reviewing their financial plans and
portfolios. At each review you probably take them through
their portfolio discussing the performance of each element,
such as shares and funds. Because you follow the market, you
contextualise the performance of each element in terms of local
and global trends. You might discuss the relative advantages of
the different products, such as retirement annuities, endowments,
ETFs and asset swaps along with the tax implications of each of
them. You will explain the strategic asset allocation as well as any
tactical tilts. And finally, you show them how the entire portfolio
has performed.
But here is the thing, with a few exceptions your clients don’t
care about asset allocation. Nor do they care about the different
products or shares or funds or what is happening on the Tokyo
Stock Exchange. What they care about is whether they are on track
to meet their objectives. From a customer
experience perspective, the essence of
the problem is that some planners tend
to discuss the things that they themselves
find interesting rather than the things that
matter to their clients.
Let me use two analogies to explain
this. In the first, imagine you are a client
spending an hour talking to a psychologist
and all they talk about are the things that

they find interesting. How would that experience make you feel?
I would say it would be pretty awful. Would you go back? Would
you recommend them to your friends? Of course not, because the
customer experience was horrible.
In the second analogy, consider that you are a patient consulting
with a heart surgeon. In this instance, we are completely happy
to speak to a highly technical doctor with zero bedside manner
because we hope that the problem can be solved now and that
we’ll have no need for an ongoing relationship.
In our world, the heart surgeon is more akin to a technically
competent salesperson, whereas financial planning is like being
a psychologist because you build relationships with your clients
while spending multiple sessions discussing matters that are
important to them.
Wouldn’t it be better if you structured your conversations around
the thing that matters most to your clients: whether they are on track
to achieve their financial goals? Start at the place that you would
normally end, the overall performance relative to their plan. Then
spend a few minutes discussing the elements of the portfolio in just
enough detail for them to have confidence that you are in control
of their affairs and meeting
your required
FAIRBAIRN
CONSULT disclosure obligations. If
they are interested, you can always drop down into more detail. But
FAIRBAIRN
they probably aren’t, which
is whyCONSULT
they have you.
Customer experience covers every touchpoint in your business.
From small things, such as the availability of parking and the
coffee that you serve, to the big-ticket items, such as producing
a solid financial plan and the conversations that you have with
CONSULT
your clients. You FAIRBAIRN
need to think about
all these aspects but pay
particular attention to how you
structure
your conversations. Are
WEALTH
CREATION AND PROTECTION
you talking about the things that matter to them, or the things
that interest you? 
WEALTH CREATION AND PROTECTION

Wouldn’t it be better if you structured your conversations
FAIRBAIRNmost
CONSULT
around the thing that matters
to your clients:
whether they are on track to achieve their financial goals?
WEALTH CREATION AND PROTECTION

Guy Holwill, CEO,
Fairbairn Consult
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Fairbairn Consult is a licensed FSP and a member of the Old Mutual Group.

FAIRBAIRN CONSULT
WEALTH CREATION AND PROTECTION

WANT TO RUN YOUR OWN IFA PRACTICE
WITHOUT THE HASSLE OF YOUR OWN FSP?
Airbnb, Uber, and Netflix disrupted the industries
that they now dominate. Regulation is disrupting
our industry by restricting some businesses and
making compliance more onerous.
Fairbairn Consult is a RDR safe haven that gives you
the freedom of running your own practice, without
the burden of your own FSP license.

To find out more, visit
www.fairbairnconsult.co.za
or scan these QR codes.

Fairbairn Consult is a firm of Registered Financial Advisers.
We are a licensed FSP and a member of the Old Mutual Group.
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NO RESTRAINTS OF TRADE
NO IN-HOUSE PRODUCTS
NO SALES TARGETS

How to
GENERATE MORE
REFERRALS
Everything gets easier when you do not have to spend any time finding
clients or marketing yourself to strangers. You probably knew this already.
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CLIENT EXPERIENCE

W

hen you attract new clients effortlessly, you get to
do more work that you enjoy, enjoy more personal
freedom, and increase your revenues. I will tell you
exactly what you must do to start getting new
introductions almost instantly, and I will do it all in less than 800
words by starting with the usual problems.
The commodity trap
You are delivering commoditised products and services,
mistaking them for staged experiences and guided
transformation. In short, you are confused about the difference
between great client service and great client experience, but
you don’t know it because what you’re doing feels right. But
there is a difference between service and experience. A big one.
Service saves a client time. Experience provides a client with
time well-spent.
The ennui trap
Whatever you are doing is not enough. It does not delight,
surprise or engage – either you or your clients. Excellent products
and services are not enough. Your clients get an experience when
they buy a cup of coffee, but they want a memorable experience
when they invest their time and attention with you.
The indistinguishable trap
You don’t create enough easy or obvious reasons for people to
bring you up in conversation. My advice is that you spend more
time with your clients. Create spaces and places and events for
them to experience you. When you limit your time with your
clients to business meetings, you commoditise yourself. This is
a choice and a bad one. I bet the places where you personally
spend the most money do not make you feel like a transaction.
The relevancy trap
What you do for your clients is not relevant enough. While
important, it does not resonate with them. All of us pay the
most attention and money for products and services that are the
most unique and personally relevant. Your clients need financial
planning, but what do they want?

The average trap
Niche. Niche. Weird. What does that mean? It means you find a
client niche, you narrow it even more, and then you narrow it one
more time by considering what makes this niche different from its
peer group. You must be as precise as possible to be as relevant
as possible. For example, small business owners who have a staff
of 12 and are single parents. Or retirees who want to travel and
experience new things, who have no children. Financial advisors
who own their own practice, who are passionate about learning
about and staging better customer experiences. The more specific
you are about who your work is for, the easier it is for them to find
you and endorse you to others who want the same.
The serious shift
Create something clients want to buy into. People invest their
money with you and what happens? Other than it grows. What
else? What is it that you want to help your clients accomplish
beyond financial security? What are the consequences of knowing
you? What are you teaching them? What are you connecting them
to? Solutions? Ideas? Other people?
What is your secret? What do you accomplish together? What
stories are you giving them to tell? I could go on, but I have made my
point. Everything leads to the same conclusion, and it is this: people
will talk about you or not talk about you based on how you make
them feel. Do everything in your power to make your clients feel
complete, and with a purpose.
You cannot rely on word-of-mouth to grow your business if you
have even one of the problems that I listed above. Once you are a
commodity, life gets pretty grim.
You must shift what business you are in by transforming financial
planning from a commoditised service that your clients buy from you,
into a series of staged, sequential experiences – including financial
planning meetings – that guide your clients to achieve their personal
aspirations. You have to give them something to buy into.
You are not an advisor; you are an advocate for your cause,
which is... and this is the part you have to figure out. Look inside:
what do you believe? What is your secret that you want to use
your business to teach?
What will change the game is changing the game. 

This coming 15 September, I’ll be participating virtually in the HUM South
Africa conference where you’ll have a chance to learn more about me and the
work I do with forward-thinking financial advisors who are doing more work
that they love for people they like and enjoying more personal freedom.
www.seriousshift.com
Dennis Moseley-Williams, CEO,
DMW Strategic Consulting
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BEHAVIOURAL ADVICE

The challenge of
managing humans,
not assets
Managing the challenge of future aspirations
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M

y career has been built on the belief that financial advice
is a noble profession. Unfortunately, we have allowed
its path to be dictated by ill-informed commentators
who have not internalised the challenge correctly.
You could say that our guns have been facing the wrong
enemy. We continue to see advancements that are not designed
to make people better investors or have better financial outcomes.
Most of the media’s focus is on selection and timing, which has
never been proven to work. We know success will be driven by
planning and controlling natural misconceptions and biases (our
“behaviour” in one word).
The work of a client-centred financial advisor is difficult
enough when you consider all the factors outside of our control:
investment markets, human behaviour, geopolitical events and
all of life’s uncertainties. However, there are two factors which
significantly increase the complexity of our work, which I have
been contemplating recently.
Stumbling on happiness
For most advisors, the chief aim is to view the client as the person
they are today and help them to work towards the things they
think will make them happy in the future. This is where the trouble
starts. Outlined in the 2006 book, Stumbling on Happiness, author
and psychology professor Daniel Gilbert explains that our brains
systematically misjudge what will make us happy in the future.
These quirks in our cognition make humans poor predictors of
our own bliss.
At the centre of our advice is knowing what the client is working
towards, which will implicitly include their own prediction of what
will make them happy. Basing our advice and their financial plan
on (possibly) misguided assumptions about their ideal future
means that we need to constantly recalibrate their goals based
on changes in their life and renewed expectations about what will
bring them joy in the future.
If you are not having regular progress meetings with your clients
to consider how they may have adjusted their future aspirations, I
do not know how you can become a world-class advisor.
The client you haven’t met
The second factor relates to the fact that most of our client
relationships are likely to last upwards of three decades. A

retired couple needs to position a portfolio for three decades
of income withdrawals, a working professional has a savings
(accumulation) window upwards of three decades.
Research by psychologist Hal Hershfield has revealed that
a person has little connection to their future self. Our future
self is literally a stranger. The client sitting in front of us is not
the same person that will be sitting in front of us in 30 years.
If we pander to the client sitting in front of us today by giving
them what they want (rather than what they may need), we
are setting ourselves up for failure. Tough love, provided it is
coming from the right place, may be what the future client
needs in that moment.
How will your client judge the value of your work when they
evaluate it in the future?
Our response
The ability to facilitate a conversation that transports the client
into the future, disconnecting themselves from the present, is
a skill we all need to develop and practice. Creating the space
and conditions to have these conversations is a vital aspect of
becoming better behavioural advisors, as is the ability to let
the client ultimately guide their own plan. While we may have
the technical expertise, they are the ones with greater insight
into their own lives.
These skills are “soft” and difficult to learn, but by reminding
ourselves that we represent the client’s future self in every
interaction, we are much likelier to guide the current client
towards a future in which they might stumble on true happiness,
even if the journey includes a few course adjustments.
This future self will always conflict with the current self,
presenting challenges to the advisor advocating for a future
that cannot be imagined easily. Investing for the future,
protecting against disaster, and estate planning are all made
more difficult. We have a great responsibility, and we serve in a
mighty profession.
My hope with Humans Under Management is to promote,
highlight and build on the work that great advisors are doing
in developing their behavioural financial advice practices. For
me, this is like seeing colour television, when the rest of the
profession is still in black and white. This is not a fad or a phase
– this is who we are. 

Humans Under Management SA is a virtual event happening on
15 September 2021. A line-up of local financial advisors will be
joined by an impressive list of international experts that includes
Morgan Housel, Julie Littlechild and Dennis Moseley-Williams.
Get your tickets at www.humansundermanagement.com
Andy Hart, Founder, Humans
Under Management
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FOREIGN EXCHANGE

Always pointing
you in the right
direction
Incompass Forex is an FSCA and South African Reserve Bank approved foreign exchange intermediary. As well
as dealing directly with individual and corporate clients, we partner with independent financial advisors and
investment houses to provide international money services for transfers either into or out of South Africa.

O

ur team of 30 members provides a dedicated
nationwide support for all our IFA partners, as well as
our individual and corporate clients. As an accredited
intermediary, we only utilise known authorised dealers.
Our annual trades into and out of South Africa average between
ZAR7-billion to ZAR8-billion (or currency equivalent) and we have
over 16 000 registered clients.
Our services
In simple terms, we offer individual or corporate clients a service
to transfer money internationally, at preferential exchange rates,
and in the most convenient manner. In addition to international
money transfers, either into or out of South Africa, we are also
able to assist with:
• Non-ZAR-based transfers via our sister company (for example,
USD to GBP)
• SARS tax clearance certificate applications for our clients, done
by our in-house accountant at no extra charge
• Exchange control advice
• Foreign currency accounts
Guided by our determination of transparency
Since Incompass entered the international money transfer arena
in 2008, we have remained steadfast in our core ambition to create
a service that offers transparency in all aspects of our business.
In an industry renowned for using misleading language or
complicated systems to mask the actual price, the true cost of an
international transfer is often difficult to determine. Incompass
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offers IFAs, investment houses and clients the opportunity to access
straightforward, simple-to-understand exchange rates and charges.
• All fees are disclosed, including those of the authorised
dealer (bank)
• Currency spreads are fixed
• Our service levels and security standards are audited annually
• We are ISO 9001 and ISO 27001 accredited
• Independent third-party confirmations to prove the rate quoted
for each trade is the same as the rate received
• We absorb all local SWIFT fees for transfers over than ZAR50 000
(or currency equivalent)
• We show our clients the exact breakdown of our price to show
that it is not a convoluted arbitrary number
• We do not sell products – we consult and provide solutions
Industry leader relationships
Since inception, we have always enjoyed a strong relationship with
the financial advisory sector. In 2014, this connection became even
more formidable as we, together with a leading investment house,
created the first tailormade foreign exchange service for IFAs, with
unique benefits for them and their clients.
From feedback received we have addressed and solved several
major concerns, including:
• Fees hidden in exchange rates that did not correlate to the
interbank rate
• Service levels that could not be continually audited
• Ineffective communication with IFAs and their clients
• No disclosure of costs on application forms

FOREIGN EXCHANGE

• Variable spreads altering from client to client
• The lack of an effective IFA client management system for
tracking the progress of transfers
Since inception, we have steadily grown and now assist over 2 000
IFAs and their clients’ foreign exchange needs, as well as most of
South Africa’s leading investment houses.
A trusted referral partner
Clients seek the advice of their trusted professional when wanting
to effect a transfer either into or out of South Africa. At Incompass,
we never take the trust of our IFA and investment house partners
for granted with client referrals. Not only do they take the time to
do so, but more importantly, they risk their reputation through
association when making recommendations.
Excellent service and security standards are easy to boast about
but harder to provide solid reassurance on.
Consumers want to know who they are doing business with, if
their partners can be trusted, what products they are dealing with,
the experiences of other customers and how mistakes are corrected.
Incompass became the only South African-based foreign
exchange company in 2014 to be awarded both ISO 9001
and ISO 27001 accreditations. Our continued commitment to
systems and service has seen us retain these accreditations each
year through our annual audits.
Our clients are invited to provide feedback on our service and each
review received is evaluated by the operations director at Incompass.
Find out more
You can contact Incompass on info@incompass.co.za, via our
website www.incompass.co.za or by calling + 27 (0) 21 424 2936.

REGIONAL CONSULTANTS THROUGHOUT SOUTH AFRICA
Head Office:
Christo Rust + 27 (0) 21 424 2936
Gauteng, Mpumalanga, Limpopo, Free State,
Northern Cape and North West:
Deon Bekker +27 (0) 72 260 7516
Johannesburg:
Dylan De Koning +27 (0) 79 697 0611
KwaZulu-Natal:
Jenna Grieve +27 (0) 71 609 1571
Eastern Cape:
Tyler Archibald +27 (0) 60 998 9536
Garden Route:
Mariaan Mousley +27 (0) 82 455 3438
Cape Town CBD, Northern Suburbs,
Cape Winelands:
Reinardt Swart +27 (0) 71 480 7523
Cape Town CBD, Southern Suburbs,
Peninsula, Atlantic Seaboard:
Bjorn van Niekerk +27 (0) 72 118 4970

www.bluechipdigital.co.za
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FOREX CONTROL

THE COST OF CURRENCY AND COMMUNICATION
Transparency, cost, communication and administrative efficiency are at the core of service offerings
for Incompass Foreign Exchange. Blue Chip sat down with managing director, Nico Le Roux, to
determine the true worth of these values that led the company to disrupt the local forex market.
Nico, why is it important to choose the right currency provider?
A currency provider should offer a service that encompasses proper
information, administration and communication, as well as fair
pricing on foreign currency. A huge emphasis should be placed on
transparency, which should enable the potential client to evaluate
the value proposition.
How has Incompass disrupted the South African forex industry?
The disruption of the foreign exchange market was built on
two factors: better pricing on foreign exchange and bringing a
consulting service to an under-serviced part of the market.
Individuals and SME markets in South Africa have historically
been charged incredibly high foreign exchange prices (or spreads)
by the local banks. According to legislation, banks do not have to
disclose their spread on foreign currency. With the price of foreign
currency changing every second of the day, an average individual
or SME cannot easily monitor how much value deduction takes
place when foreign currency is bought or sold.
Incompass solved the problem by bringing full transparency
to this process, as well as negotiating a competitive set spread on
foreign currency by converting as a collective for all clients.
When it comes to service, the administrative demand portion
of the market was under-serviced in terms of proper consulting
for individuals and SMEs.
Why is transparency in the foreign exchange process important?
Lack of transparency can lead to a product supplier charging a
disproportionately high margin, and where the product’s price is
changing every second of the day, this can lead to value destruction
unbeknown to the client. Transparency makes it clear what the true
value destruction is when money is exchanged.
Transparency gives the client the power to properly compare price,
value and service to ensure that the proposition gets maximised. It is
not surprising that the FSB (now the FSCA) had transparency as a focus
with the introduction of the FAIS Act, many years ago.
South Africa is regulated by exchange control. How does this
affect international money transfers?
South African Exchange Control Regulations (internationally
known as capital controls) were introduced to our economy in
1939. The regulations are used by the South African Reserve Bank
to control capital flows in and out of South Africa. The regulations
set limitations on certain transactions and place an additional
administrative burden on international money transfers.
During the past 10 years, the limitations have been lowered
significantly. The administrative procedures are still well in place
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and have become particularly important to perform correctly.
This curbs the complete unburdened transfer of money through
technology like online platforms or so-called apps.
What are the rules for non-residents wishing to buy
property locally?
In simplistic terms, the capital that non-residents introduce
to South Africa can be repatriated at any stage. It is, however,
important that the funds are registered accurately with the
Reserve Bank upon entering South Africa to avoid hassles with
the repatriation at a later stage. Should the non-resident make a
profit, this profit can be repatriated after tax has been paid on the
profit (either income or capital gains tax).
Why should non-residents consider dealing with a South
African entity when selecting a currency provider?
Non-South African currency providers can exchange currency
like any provider in South Africa, but these providers normally
have extremely limited knowledge of current exchange control
regulations and the administration required to report the
transactions correctly. It can become especially difficult and
time consuming to repatriate funds that were not registered
appropriately with the Reserve Bank when they were introduced
to South Africa. These foreign providers are also not regulated by
the South African FSCA or Reserve Bank and could limit recourse
should a transaction go wrong.
Legislation on formal emigration, also known as financial
emigration, changed on 1 March 2021. How did it change and
how can Incompass help?
The formal emigration process changed completely. For years, tax
residency and residency, from an exchange control point of view, were
two entirely separate processes.
This has changed. SARS and its
definition of non-tax residency is
now the determining factor in the
new financial emigration process
once non-tax residency for three
years has been established by SARS.
Clarifications on certain scenarios
are still in process and some rulings
have already been amended since
March. Incompass assists our
clients with the money exchange
and transfer of their wealth when
emigrating out of South Africa. 

Nico Le Roux, Managing Director, Incompass Foreign Exchange
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Wealth Planners

FINANCIAL PRACTICES

THE BLACK
FINANCIAL
PROFESSIONAL
Black-owned financial service providers face many hurdles to show credibility and gain trust within the
market. Although transformation of the sector is happening, it is slow. Blue Chip speaks to Nyiko Nghatsane
CFP®, founder of Kunguhato Financial Planners, about the challenges faced as a black financial advisor.
How did you get into financial planning?
My first exposure to the industry was at 24 years of age while studying
at Soweto College of Education. During this period, I stayed with my
uncle who was an avid reader of the Sunday Times, in which the
money section was of great interest to me. With a little research, I
was able to purchase my first car three years after I started working,
from the gains received in the subs-shares I had learnt about. Not
many people, neither family nor colleagues, knew much about them.
Unfortunately, my experience with individuals in the financial
planning industry was disappointing. I had some not-so-great
“advice” such as a 24-year-long endowment that was to be used for
my children’s university education.
It was incidents like this and the observation of my teaching
colleagues’ mismanagement of their monies that further highlighted
the need for adequate financial literacy within the communities that
I was a part of. Unfortunately, the financial advisory industry was
fraught with individuals who had their personal interests and not
those of the clients at heart.
It was at age 30 when I decided that upon reaching my 40th birthday,
I would have the freedom to choose between remaining in education or
exploring other opportunities. With help from other financial advisors, I
started an investment plan that was to help me achieve this.
During this period, a colleague introduced me to books such
as Millionaire next door; Rich dad, poor dad, and The Richest Man in
Babylon, which further sparked my interest in personal finance.
Upon reaching 40, I resigned as an educator, joined an NGO and a
year later, in 2003, decided to work for Sanlam.
What is your philosophy and approach to financial planning?
My firm belief is that the progress, or lack thereof, of individuals in
their financial affairs is largely based on their beliefs (both learnt
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and unconscious) so my approach is to empower individuals with
information to make the best possible financial decisions.
What inspired you to start your own business?
With the introduction of RDR, being a tied agent meant that I could
not service my clients as adequately as I would have liked. The
need to service my clients as effectively as possible and my past
experiences of running informal businesses ensued in the opening
of my own business. Since opening the business, I have been able
to onboard more partners, which has resulted in more options
for my clients.
Another motivator was the opportunity to leave a legacy for my
family and those who come behind me while actively combating
the continuous unemployment challenge in South Africa.
Why would a client come to you for financial advice?
Clients come to us for unbiased financial planning that empowers
them to make informed decisions. Our conversations are not
product-based, and we limit the use of jargon so that decisions
are made with the best possible knowledge.
We help the client to understand how various facets of financial
planning fit together and we explain what the implications of
change are in each area for the individual. We empower clients to
make decisions that help them create options in life.
What are the challenges you have faced in your business?
Recruiting and retaining high-quality staff is one of the challenges
faced in this industry. This requires one to shift focus from
generating and delivering on sales to educating and mentoring
staff, which seems to be a contradiction to how one is used to
working. Besides the challenge of attaining the adequate skills,

There is an expectation that a black financial
planner is to be employed by a prominent
FSP and should be independent.

remuneration structures have a large impact on business cash
flow, especially if ex-salaried employees move to a productionbased remuneration.
What challenges do you believe are unique to black-owned
financial planning businesses?
Because the industry has historically not transformed,
compared to our peers within the market, black-owned
and managed FSPs must go through more hurdles to show
credibility and gain trust with the market. At face value, our
peers are perceived to be more experienced and qualified
within the industry. Although the perception is evolving, the
“older” clients still have this tinted view of the industry.
There is an expectation that a black financial planner should
be employed by a prominent FSP and cannot be independent.
The costs of being an independent FSP creates a barrier of entry
into the industry.
Another unfortunate disadvantage is that black-owned
financial service providers tend to work in silos and as such not
much information is shared. Those who have been successful in
the industry are hesitant to grow the pie in unison.
What do you believe are the advantages, if any, to be a blackowned financial planning business?
We can reach out in other languages rather than the
conventionally used languages in the industry thus breaking
down some barriers in relationship building. This, in conjunction
with sharing similar cultures, means we have additional lenses
through which to better understand client decision-making.

Examples of these include relating to the impact of urbanisation
on family structures, etc.
What steps should the industry/regulator/FPI take to accelerate
transformation in the financial planning profession?
The FPI could review membership fees. While it is important
to maintain the professionalism of the institute and the
need to have revenue to run the institution, a way should be
devised to accommodate those who find it difficult to raise
membership fees.
The institute may need to reach out to up-and-coming black
independent advisors by meeting them halfway in terms of attending
conferences. It would help to send the event proceedings to those
that could not attend so that they
have an idea of what is happening
behind the high walls.
It would also help to work
with previously black universities
to introduce financial planning
courses as students could then
consider financial planning as a
career from the start rather than
join mid-career through frustration.
The benefits of being an FPI
member should be articulated
more to all advisors and more
roadshows that reach the outskirts Nyiko Nghatsane CFP®,
where most black businesses are Founder of Kunguhato
Financial Planners
found, would help. 

www.bluechipdigital.co.za
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FPI

Th e g i f t

that keeps on giving
Hester van der Merwe CFP® looks back on her experience of winning
last year’s FPI Financial Planner of the Year Award.

A

s you well know, our industry is highly competitive,
severely regulated and still working towards
broad recognition of our professional status.
Ultima Financial Planners is a well-established
financial planning firm. In fact, we celebrate our 21st
birthday this year. We believe that our strength lies in the
combination of our expertise in financial planning and our
devotion to our clients. Entering the FPI’s Financial Planner
of the Year competition played to both these strengths – for
me personally and for the business.
The journey
Entering the competition entails putting your business,
your policies, your client offering and your technical skills
under the microscope. I know that these should always be
in tip-top order – but the competition requires you to view
everything you do with a more critical eye, as you know you
will be scrutinised by a panel of judges.
While daunting, this is what makes entering so worthwhile,
regardless of the outcome. I learnt something about myself
at every step of the journey: from putting together my
application, to hosting the judges on a (virtual) practice visit
and putting myself through a gruelling panel interview.
At the end of the competition, you know that your
financial planning and advice process has been rigorously
tested and evaluated. We are fortunate to have mostly passed
the test and it gives management huge comfort to know that
we are indeed delivering in terms of quality, accuracy and
innovation – and doing it all with a caring touch.
I believe that every committed Certified Financial
Planner® should seriously consider entering the competition
at least once in their career. I found immense value in being
forced to move out of my comfort zone.
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Hester van der Merwe CFP®,
Ultima Financial Planners

The destination
Winning the competition has been such a positive reinforcement
of my ambition to do the best I can for all my clients and for the
business. Many of my clients have confirmed that they appreciate
my commitment to self-improvement. They say that the award
has served as affirmation of their trust in Ultima as their preferred
financial planning partner. Every successful client relationship is
built on trust, and it gives clients enormous confidence to know
they are working with someone who has been voted the best in
the business.
There have been many speaking opportunities on radio and
TV, not to mention the chance to express myself in articles in
the print media. This has been valuable in cementing myself as a
thought leader in the industry – especially in financial coaching,
which is fairly new to the industry. We have gained a huge amount
of advertising exposure through the placement of these press
activities. It is hard to estimate the rand value, but it is certainly
a five-digit figure.
The afterglow
While the exposure has been fantastic, what stands out for me
most has been the opportunity to reach more people and create an
awareness that financial planners are true professionals who belong
to a world-class professional association, the Financial Planning
Institute. Many members of the public are still not aware of this
fact and in my opinion this public education role is as important as
making sure we give stellar advice to our clients. This is something
we can all do in small ways as we go about our daily business.
Another benefit which I really did not expect was the impact
my entering the competition had on our younger staff. If you
have a winner in the team, it turns out, everyone is uplifted
and excited to potentially be the next success story. We have

recruited four staff
members younger than
30 in the past two-anda-half years. Winning has
inspired them to strive
for success and shown
them that the sky truly is
the limit.
Last but certainly
not least, winning the
competition has produced
unique opportunities for
the practice to strengthen
and expand our client
base. Being named the
2020 Financial Planner of
the Year coincided with a
total rebranding exercise in
Ultima’s 20th year – I could
not have planned it better
myself! Our website has
been buzzing with interest
and all our financial planners have been extremely busy speaking to
prospective clients, as well as servicing our existing clients.

Every successful
client relationship
is built on trust,
and it gives
clients enormous
confidence to
know they are
working with
someone who
has been voted
the best in
the business.

Over to you
I want to express my heartfelt thanks to the Financial Planning
Institute for giving me this life-changing opportunity. I encourage
every Certified Financial Planner® out there to show your support for
our industry by entering the competition. It will not only make you a
better planner, it will also strengthen the standing of our profession
and help build a brighter financial future for all South Africans. 

www.bluechipdigital.co.za
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FP OF THE YEAR

Th e CLIENT

CONVERSION
How did your financial planning journey begin?
I originally planned to spend two years in South Africa, but soon
realised I wasn’t going back to Ireland. In South Africa, I was
offered my first real job cold-calling at an asset management
firm. It was horrendous: I was hopeless and was only paid R500
per month. I was later offered a position in asset management
where I did well and ended up at the helm of their national
client services team.
In 1998, I was approached by Brait Unit Trusts, which
was essentially a no-name brand competing against the
likes of Investec and Coronation. Our differentiator was the
philosophy of lifestyle financial planning – a revelation at
the time. We saw a gap in the financial planning market
– integrating investments to individually suit a client’s
lifestyle and needs. We brought an Australian company
called ipac into South Africa to introduce the concept. I
became the practice development manager at ipac (which
later became Acsis).
Please share with us the career trajectory that led
you to your current position as the founder of Veritas
Wealth Management.
Eventually, ipac became more corporate – and I realised that it
was not for me. It was 2004 and the timing was less than ideal.
Although I had qualified as a Certified Financial Planner, my
wife, Lisa, was pregnant and there was the ever-present bond
on the house to consider. Thankfully, Lisa has an entrepreneurial
spirit and encouraged me to strike out into deep water.
I was floundering over this huge career change. My father
who was in South Africa at the time took me aside and said:
“You will be successful on your own, and if you’re not, you can
get another job. But you will be successful.” Two of my most
beloved were on board – now I just had to get myself there!
It happened rather quickly after that. I had a telephone, a
painfully slow IBM computer and a photocopier that couldn’t
print more than two pages at a time. I had no assistant or
anyone else to bounce ideas off. It was humbling.

Blue Chip speaks to Irish-born
Barry O’Mahony CFP®, founder of
Veritas Wealth Management – and
winner of the Financial Planner
of the Year Award in 2013.

I had no clients, but I knew all about the philosophy of lifestyle
financial planning, and I knew how to interact with people. My
sole focus area was sourcing referrals, aided by my wife. Previous
colleagues and other advisors in the industry were incredibly
helpful and sent me clients who weren’t suited to their particular
business models. The accounting firm, Meredith Harrington, gave
me a portfolio of clients to take over.
You won the 2013 FP of the Year. What did the award mean to you
and did winning impact your business?
Entering the competition was initially part of our growth strategy.
We hoped that if we at least managed to make it into the top five, it
would be an opportunity to attract new clients.
Our existing clients were so proud of us and themselves. The
biggest business surge came from them and referrals close to them.
The preparation needed to win is huge. Your business will never look
better than it does the day the judges come to visit. Everything is up
to date, from a client point of view and an HR perspective, and your
strategic thinking is right on point.
The press was quite daunting initially. But there is also a great
feeling of growing through this process and getting over anxiety
issues around standing up in public.
The industry becomes more aware of you. This is good and bad.
You learn to choose between the different opportunities that it
provides. I think it does help in attracting new CFP professionals to
our business. The sense of pride that the win had internally was huge
– our staff were delighted to be part of the win.
I was also invited to tell my work story with other financial planners
in a book called, The Good, the Great and the Intrepid.
What was the most satisfying achievement in your role as the FPI
brand ambassador?
I had to think about industry issues from a completely different
perspective and to get my head out of the small bubble of society in
which we work in. I needed to apply my mind to how most South Africans
live, work and save. I realised how difficult it was to regulate this industry
and how consumers were not getting the best out of our profession.

The financial planning business is not about sales,
but about trust, and trust is about people.
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You played rugby for Ireland A before you came to South Africa
in 1993 and once here founded the Vuka Tournament and
CoolPlay. Tell us more.
I owe so much to rugby. A rugby scholarship took me to Oxford
University in the UK and further, to Hong Kong and Japan on a preseason tour. On a bus in the Far East, three of my teammates from
South Africa unanimously declared that I was made for Cape Town.
That bus ride changed the course of my life.
It seems crazy, summed up like that, but it’s true. Without
rugby, I would never have ended up in South Africa or met my
wife and I likely would never have discovered the philosophy of
lifestyle financial planning, which has brought me to this point.
I helped set up Vuka to encourage kids in the townships to play
rugby, and to try to reverse a trend towards gangsterism and drug
abuse among teenage boys on the Cape Flats.
We also run CoolPlay, a series of training sessions to teach
social and emotional learning. We have more than 1 700 kids
participating, and we’ve expanded from rugby into netball. It’s a
hugely powerful programme; the children love it.

is about people. We believe that the future is advice, not selling
products. We’re on the side of the client, and we work with them
to sift through the baffling array of investment options out there.
Our business culture is key. People that work together should
come from the same ideological position. At Veritas, most
importantly, we look for people who care about clients.

You founded the Just Do It Foundation. To date, the foundation
has raised R15-million to support local community projects.
Please expand.
I helped set up the Just Do It Foundation in 1997. Just Do It is
more of an attitude than an organisation – an attitude of caring
and giving and making a difference in people’s lives.
Members form groups and meet with charities to find out how
they can assist and then use their skills, influence and contacts to
help the charity in the long term.
We also set up the annual Cableway Charity Challenge where
entrants are encouraged to run up Platteklip Gorge on Table
Mountain and to come down again in the cable cars for as many
laps as they choose.

Would you like to add anything?
I believe that small things can make a big difference. I like
to make a small impact in every aspect of my life. I believe
everyone has this opportunity every day. As a business, we
are finally able to take on an
ASISA intern and we are loving
this experience. We will continue
to give these awesome young
people a chance to get into the
financial planning profession.
We have joined the Vulintaba
Association whose passion it is to
grow lifestyle financial planning
in South Africa and to build an
association of financial planners
who can support each other, as Barry O’Mahony CFP®,
they strive to create a world-class Founder of Veritas Wealth
Management
offering for their clients. 

Veritas Wealth Management is a lifestyle financial planning
business. What is your company’s approach?
We focus on the quality of interaction with our clients. The financial
planning business is not about sales, but about trust, and trust

What advice do you have for those financial planners who
have just started their career?
If you are a financial planner starting out, don’t get distracted
by things like trying to build your own software, reporting
system and management tools. That’s not what advisors do.
Stick to your strengths.
It is scary to start on your own, but not impossible. Have a
differentiator when you deal with clients. Financial planning done
well is a long-term game. Focus on character and competence and
build a great culture in your business with these things in mind.
Trust your own people. Otherwise, you will never grow. Lifestyle
financial planning is the way to go!

www.bluechipdigital.co.za
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FPI

Why business
awards matter

Whether you’re a financial planner, fashion designer or fireman, awards are a great
way to enhance your reputation, boost company morale and maintain talent.
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There can be only one
winner in most competitions;
however, there are benefits
for everyone who enters.

A

s awards season gathers steam, I thought I would
take a moment to speak about the importance of
entering and winning awards for all businesses and
individuals. The awards sanctioned by the FPI are
the gold standard for financial planners, but this article is not
only about financial planning. The ideas that I discuss apply
to any business field.
Entering awards will up your game
There can be only one winner in most competitions;
however, there are benefits for everyone who enters.
Whether you are trying to win a hairdressing competition
or an architectural contest, you can rest assured that being
pitted against the best in your field will make you aware
of the areas you can improve on. Therefore, it is rare for an
individual or business to win one of the FPI awards at the
first time of asking. The process of submitting financial
plans, undergoing site visits and being subjected to
gruelling panel interviews doesn’t only prepare you for
next year’s competition – it also nudges you to up your
game for your clients.
Winning awards enhances your reputation
Winning awards (and even being shortlisted) is a great way of
building credibility and elevating yourself above the competition.

All consumers gravitate towards businesses or individuals who are
recognised as the best in their field. This is the reason Michelin-starred
restaurants are fully booked months in advance, and Nobel prize
winning authors cannot print enough copies of their books.
And it is also the reason why 2013 winner, Barry O’Mahony, is
still dining out on the fact that he won the Financial Planner of the
Year Award: “When we won, the effect on existing clients alone was
extraordinary. They were so proud of us and of their own decision
to choose us. Additional business, referrals and public engagements
followed. In the years that have passed, we are still living off the title.”
Winning awards improve marketing opportunities
Marketing is essential to the success of any business – but
conventional marketing channels can be both expensive and
ineffective. Because winning an award is genuinely newsworthy,
newspapers and magazines will want to write about you and TV and
radio stations will want to interview you. Our more niche awards
such as the Diversity and Inclusion Award and the It Starts with
Me Award are pure journalistic golds. And winning the Financial
Planner of the Year U/C A award guarantees you a monthly column
in the printed and online independent publications.
Winning awards attract top talent
Many think that branding is only about building your reputation
in the eyes of consumers, but an entire industry has sprung up
around the concept of employee branding. Winning the Professional
Practice of the Year Award or having an employee who wins the
Diversity and Inclusion Award is guaranteed to attract top talent
to your firm. What’s more, the pride of winning will go a long way
towards keeping current staff motivated to continue going the extra
mile for your brand.
Awards move the whole industry forward
But, perhaps the most important thing about awards is that
they have the power to
develop an entire industry.
Recognising the outstanding
achievements of our
colleagues raises the bar for
all financial planners and
practices and is central to
achieving our vision of better
financial planning for all
South Africans. The incredible
thing about awards is that
even those who do not enter,
Navin Ramparsad, Chairman
end up being inspired to do
of the FPI Board.
better for their clients.

www.bluechipdigital.co.za
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FPI looks to
the future at
2021 convention
The theme of the 2021 FPI Professional Convention is “The Future is Human”. Technology
is changing the way that financial planners give advice, but it should never detract from
the human relationships that have always formed the core of the profession.

A

t the end of October, CFP® professionals from all around
the country will gather for the 2021 FPI Professional
Convention. “The Future is Human” was chosen as a
theme because now, more than ever before, financial
planners are using technology in every aspect of their practices,
from practice management to CRM and financial modelling.
It has all become a little impersonal and the time has come to
redirect the focus back to the human side of the profession – most
importantly, the relationship between client and advisor.

At its essence, the convention
has been put together by
members, for members.
By members, for members
In deciding on the theme, various FPI members were consulted
and gave their input. A selection of those members was then
pulled together to have a brainstorming session to add to the
programme. At its essence, the convention has been put together
by members, for members.
The FPI has lined up exciting
guest speakers and thought
leaders, who will address key
themes like behavioural finance,
technology and ethics, the rise of
coaching, and how to build client
trust in a virtual world. All the
latest regulatory updates relevant
to financial planners and advisors,
both globally and locally, will also
be discussed.
World-renowned cognitive
David Kop, Executive
neuroscientist, Dr Caroline Leaf,
Director: Relevance, FPI
futures strategist, John Sanei,
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and transformation coach, Nick Elston, as well as many other
respected CFP® professionals will share their insights over two
action-packed days.
It’s not about the money but the person
“The essence of financial planning is to help a person live their
life of purpose with the money they have. It’s not about the
money but the person,” says Ricardo Teixeira CFP® from BDO
South Africa, who will be part of a panel discussion about
mentoring the financial planner of the future. “Financial
planning is the art of preventing your client from making a big
mistake that could destroy wealth. You don’t do this through an
app or tech solution. You do this through conversation, listening
and coaching,” he adds.
Which is not to say that technology doesn’t have a massive role
to play in achieving the FPI’s vision of better financial planning
for all. “Technology is a great enabler for professional financial
planners. Embracing AI in our business processes is a smart move
for any financial planning business,” stresses Teixeira.
Book your spot
Covid protocols permitting, the convention will be a hybrid event,
with the opportunity for delegates to meet face-to-face as well
as online. Register now to reserve your place at the most exciting
industry event of the year.

Dates: 25 and 26 October 2021
Venue: Indaba Hotel and Conference Centre in Fourways,
Johannesburg. There will also be a virtual offering.
Face-to-face members:
R6 500
Face-to-face non-members: R7 400
Virtual members:		
R2 500
Virtual non-members:
R3 000

More information: fpi.co.za

THEMATIC INVESTING

Discovery Invest announces
new investment solution

Discovery Invest has partnered with Goldman Sachs Asset Management to introduce a new opportunity
giving access to a range of thematic equity portfolios designed to give exposure to global megatrends.

“I

n this changing world, trends are emerging that are set to
transform investment markets globally. Four megatrends
are widely recognised as macroeconomic forces that will
fundamentally shape the world going forward. In so doing,
they are set to have a profound influence on how we address
some of society’s biggest challenges and they will create
immense opportunity. Importantly, thematic investing can
better position portfolios for the future,” says Kenny Rabson,
CEO of Discovery Invest.
“The South African equity market, which represents less
than 1% of the global equity market, does not offer much
exposure to these global megatrends, so the new Discovery
Global Megatrends Fund is an option for unlocking these
opportunities and provide diversification in their portfolios,”
Rabson adds.
The Discovery Global Megatrends Fund is available on
both Discovery Invest’s local and global platforms. The
Fund provides clients with unique exposure to these four
global megatrends by allocating investments equally in four
Goldman Sachs Asset Management equity portfolios, each
aligned to one of these megatrends:
• Technological advancement:
Increased connectivity and data are
enabling machine-driven insights
that will transform how we operate.
With younger generations’increasing

comfort in using technology, new business models and opportunities
will emerge.
• Environmental sustainability: The urgent threats of climate change
and damage to the environment leave global economies with no choice
but to turn to green alternatives for energy, food and transport.
• Future of healthcare: Genomics and precision medicine are set
to revolutionise healthcare. Continued innovation and economic
efficiencies in gene mapping and sequencing are making personalised
medical treatments with improved outcomes the new status quo.
• New-age consumer: Millennials have become the world’s most
powerful consumer force. With 2.3-billion people, the Millennials are
the largest consumer cohort. As they enter their prime earning years
and increase their spending, they will drive a new age of consumption.
Oliver Rahe, Head of Third-Party Distribution for the Middle East and
Africa at Goldman Sachs Asset Management says: “We are delighted
to work with Discovery to bring this innovative investment solution to
clients in South Africa and beyond. We believe traditional benchmarks
are flawed, meaning allocating capital tied to them can mean investing
in yesterday’s winners rather than tomorrow’s.
“The Megatrend portfolio is designed
to access returns that are not correlated
to traditional global equity strategies
that South African investors already own,
and therefore may be complementary to
clients’ existing allocations”. 

The Discovery Global
Megatrends Fund is available
on both Discovery Invest’s
local and global platforms.

www.bluechipdigital.co.za
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l
Altreasured
niche
CURRENCY TRANSFERS

Treasury outsourcing, or making use of companies, such as Currencies Direct, to transfer personal
and company payments has grown exponentially over the last 10 years and is now digitising
at a rapid rate. Blue Chip sat down with Graham Barratt, director at Currencies Direct.

O

“

ur clients are looking for a high-touch, fast, safe
and effective service. Being able to manage funds
on the go has also become an essential part of the
transfer process. We create individual client accounts
remotely with reputable banks within hours. Security of funds
and protection of client information has evolved as well to ensure
clients are safeguarded.
“The biggest challenge has been alerting people to the fact that
they do have options when looking to transfer funds. Treasury
outsourcing companies provide this alternative to the larger banks,
a niche market if you will.”
What services does Currencies Direct offer?
We transfer funds, bank-to-bank, quickly, easily and efficiently.
With our global offices, international presence and aggregated
flows we can offer better rates and charges to best serve our
clients’ needs. Our digital platforms serve those on the go while
our inhouse teams look after the high-touch element.
Why choose Currencies Direct?
We offer our clients a high-touch, red carpet, private banking
experience. We handle everything for our clients while they benefit
from reduced fees and charges, not to mention our excellent
exchange rates.

Graham Barratt, Director
and Head of Revenue,
Currencies Direct

76

Our dedicated team
of experts are on
hand to provide all
the support and
insights needed to
make the most of
every international
payment.

Our exceptional customer service is what sets us apart from
other international payment providers and our dedicated team
of experts are on hand to provide all the support and insights
needed to make the most of every international payment.
What are the advantages of investing offshore?
I always advocate that clients should speak to a registered
Certified Financial Planner (CFP) about such matters. In my
opinion, diversification is always good. Investing offshore
allows for direct investment into global markets, currencies and
asset classes.
What are the options for South Africans investing offshore?
We have various platforms housed by Linked Investment Service
Providers (LISP) that allow access to the global markets (for
example, NinetyOne and Allan Gray).
In terms of allowances, South African residents over the age of
18 can make use of their R1-million single discretionary allowance
(SDA) as well as an additional annual foreign investment allowance
(FIA) of R10-million per calendar year.
How does one protect overseas investments from volatility
in the rand?
Being directly invested offshore in foreign currency is a hedge
against this volatility. 

Company background
Currencies Direct was established in 1996 to provide personal
and business customers with a simplified, cost-effective
international payments solution. The company has grown
considerably over the years and now employs more than 500
currency experts based in over 20 global offices, including
the offices in South Africa.
The first office was opened in South Africa in 2004 and
has become one of the largest and most respected FX
and international payments specialists in southern Africa.
Currencies Direct now manage international payments worth
R149-billion a year.
The company has an “Excellent” five-star Trustscore on
online review site Trustpilot and have won the MoneyAge
Money Transfer Provider of the Year Award three times.

