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It has been a tough three years for investors and this trend has continued over the past twelve months with the All Share
Index, which is a proxy for our local equity market performance, delivering a return of 6.28%. Political surprises have
dominated world news and such events have had a significant impact on investment markets – the year ahead will probably
be no different!
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Over the past two years the local equity market delivered a return of 0.82% and over the three year period, ending February
2017, 5.69%. As you can see, equities, the asset class which should provide members with growth that beats inflation over the
longer term, has not managed to beat inflation over this short term period.
It is however very important for you to remember that retirement savings are a long term investment and not to panic when
you experience flat or negative returns – keep your eyes on the end target!
Since the Fund’s restructuring to defined contribution in 2014, we have produced solid returns, in a poor performing market:
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Over the period July 2014 to 31 January 2017, the LA Retirement Fund’s risk profiled solutions have out performed their peers.
Even the Accumulation phase which is mostly invested in equities (up to a maximum of 75%) has outperformed the Alexander
Forbes Large Manager Watch (AFLMW) and the High Equity Unit Trust average.
INVESTMENT PERFORMANCE COMPARISON BETWEEN THE LA RETIREMENT FUND, OTHER MUNICIPAL FUNDS (WHERE INFORMATION IS
AVAILABLE) AND THE ALEXANDER FORBES LARGE MANAGER WATCH (AFLMW) JULY 2014 TO 31 JANUARY 2017
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NOTE: The comparison is based on available competitor information for the period July 2014 to 31 January 2017.

While we may not be satisfied with the wealth we have created for our members in absolute terms, we are very pleased with
the performance of all our solutions. Our active investment decisions have certainly yielded results that are superior to our
peers and the retirement industry at large. You, as a member, can rest assured that your retirement savings is in good hands.
A year ago most investors simply wanted to take their money offshore as everyone was super pessimistic about the South
African economy and the strength of the Rand.The LA Retirement Fund Trustees, with the advice of their Investment Consultants
GraySwan, decided that the Rand was oversold at the time and as a result hedged a component of the Fund’s offshore assets to
protect them against the Rand strength.This bold decision has been one of the drivers of our superior performance against our
peers. The Rand at the time was trading at R15.60/USD. The Rand has now strengthened to around R12.85/USD and we have
banked our profits and unwound the currency hedges.

The Trustees have continued to invest the Fund’s assets with world-class investment managers, who have proven to be able to
outperform the investment markets over longer periods. We have also introduced a number of new investment managers into
the Fund to continue to pro-actively diversify the assets. These decisions are already bearing fruit and we believe we are well
positioned for the year ahead.
We are very pleased to report that the performance numbers for February 2017 once again reflect that our risk profiled
portfolios have provided solid returns in a very challenging investment environment:
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Over the years we have all become used to double digit returns – the fact is, those were the “golden years” where returns were
driven by strong performance from local and offshore equities and a weakening Rand. It is however important to recognise that
the current investment environment is extremely difficult and as such, it is important to adjust your investment expectations
accordingly.
Looking ahead, both Brexit and Trump have triggered several years of uncertainty for the investment markets. There is a sense
that things cannot continue the way they are, people want change. Change will bring confusion, instability and uncertainty, and
as such will cause some discomfort for investors.
On the domestic front, political tensions remain high with the recent cabinet re-shuffle and the S&P Sovereign credit rating
down grade to”junk status”. While events such as these can be concerning, we once again stress that saving for retirement is a
long term undertaking. It is essential to remain focused on a long term investment strategy, one that will deliver solid growth
well above inflation.
We believe that the investment outlook for the next three years will be even tougher and this once again emphasizes the
importance of applying a disciplined and guarded investment approach. Our outlook is unlikely to change until we see more
favourable valuations across most investment markets. We believe it will be a challenge to achieve the Fund’s risk profiled
solution targets over the next twelve months. Our conservative approach has been and continues to be efficient in providing
the required balance between risk and return for our members. The key for us as Trustees is to continue to focus on achieving
reasonable real returns with capital protection as the markets continue to remain volatile in the short term.
Our advice to you, our members remains unchanged: hold on in rocky times and stick to your long-term
investment strategy. Low single digit (or even negative) performance over the short term is part of any longterm investment path.
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Just stay the course and remain committed for the long term…
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