
The Fund entered 2020 with a certain amount of optimism supported by signs of stabilising global growth and some positive 
progress on resolving the US-China trade war. 

2019 was a year that rewarded the Fund for staying invested in risky assets. Globally, equities were the place to be as they yielded 
more than 20% in Rand terms. Locally the JSE All Share Index also returned a healthy 12.05% and local bonds gained 10.32%. 

Then in less than a month, everything changed……..

The Coronavirus and the oil crisis hit markets. In just 22 days 
most stock markets across the world dropped by more than 
30%. This was the fastest pace at which markets had lost so 
much value. There was nowhere to hide as most asset classes 
were sold off and experienced significant losses.

Around the same time, Moody’s downgraded South Africa’s 
sovereign debt to sub-investment grade (the last of the three 
major rating agencies to do so). The immediate effect has been 
a profound weakening of the Rand against all major currencies, 
and significant increases in Government Bond yields which 
means a fall in capital values – this was a double blow for our 
local markets.

South Africa was already in a recession before the Coronavirus 
struck, and our economy is now expected to contract 
somewhere between 6% and 8% in 2020.

As we navigate our way through these uncertain times, 
understandably, many of us may feel anxious about what the 
future holds for ourselves and our families. It’s perfectly normal 
to be worried but it’s especially important to stay calm.
 
For members the best thing to do, now and always, is to 
appreciate the advantages of being in a retirement fund, keep 
diligently saving every month, trust in the expertise of the asset 
managers, sit tight and ride out the ups and downs.

The associated “risk-off” investment behaviour is clearly visible 
as both local and offshore equities have performed poorly over 
the past 12 months.
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The table below outlines the performance of our stock market and listed property market which represents long-term growth 
assets as compared to an investment in local bonds and cash, and compares such versus inflation over the short, medium and 
long term. 

Not even bonds, which is a conservative asset class, could protect against the sell-off of assets. There was nowhere to hide 
except in local cash. Listed property, which had been the best asset class in South Arica for the past 10 years experienced its 
largest fall ever dropping by more than 48%.

The numbers above don’t reflect the full severity of the fall – during the 22 days local equities dropped 33.25%, local listed 
property lost 51.46%, nominal bonds lost 17.64% and inflation-linked bonds lost 15.20%.

The table below outlines the $ performance of offshore stock markets and listed property markets as compared to an 
investment in offshore bonds and US cash and compares such versus US inflation over the short, medium and long term. 

Fortunately, the Rand depreciated significantly over the 1st quarter from just below R14 to the US Dollar to as weak as R19. This 
provided a buffer to the offshore assets which resulted in less severe losses in Rand terms. 

It should be noted that the impact of pandemics such as the Coronavirus is not new to investment markets - outbreaks such as 
SARS, the Avian Flu and Ebola have in the past resulted in uncomfortable stock market losses.

Shares can be risky and every few years something happens and the stock market falls. The falls can be big and painful but after 
every single fall there has been a recovery. It can take a few years but it has happened in every case. The important thing is to stay 
invested in your strategy because when recovery happens your growth will be much better than if your savings had been taken 
out of the market and put into cash.

Qtr. 1 1 Year 2 Years 3 Years 5Years 10 Years

Local Equities -21.38% -18.42% -7.43% -2.07% -0.94% -0.13%
Local Property -48.15% -47.91% -29.91% -23.00% -17.51% -13.50%
Nominal Bonds -8.72% -2.99% 0.18% 5.27% 6.68% 5.18%
Local Cash 1.69% 7.21% 7.24% 7.31% 7.37% 7.22%
Inflation 1.50% 4.63% 4.35% 4.24% 4.75% 5.20%

Qtr. 1 1 Year 2 Years 3 Years 5Years 10 Years

Offshore Equities -21.37% -11.26% -4.58% 1.50% 2.85% 5.88%
Offshore Property -28.33% -23.20% -6.23% -3.29% -1.23% 5.56%
Offshore Bonds -0.33% 4.20% 1.88% 3.55% 2.64% 2.47%
US Cash 0.35% 1.92% 2.09% 1.84% 1.28% 0.75%
US Inflation 0.57% 2.33% 1.93% 2.02% 1.96% 1.78%

The table below illustrates the LA Retirement Fund’s risk profiled solutions performance, net of fees over the same period as 
outlined above as far back as the inception of the Defined Contribution solutions (1 July 2014) to the end of March 2020 and 
compares such to inflation over the same period. 

The significant drawdown of the equity markets has unfortunately impacted the Fund’s risk profiled solutions over the quarter, 
and this in turn has had a negative impact on the longer-term performance.
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ANNUALISED INVESTMENT PERFORMANCE COMPARISON BETWEEN THE LA RETIREMENT FUND, THE MUNICIPAL AVERAGE (BASED ON 
INFORMATION AVAILABLE) AND THE RETAIL PEER GROUP (RETAIL RETIREMENT FUND PRODUCTS) FROM JULY 2014 TO MARCH 2020

The Cash Plus risk profiled solution was also negatively affected as conservative assets such as nominal and inflation-linked bonds 
fell more than 15% during March. 

Despite the negative impact of the drawdown on equity markets, when compared to the peer group, the Fund’s risk profiled 
solutions continue to outperform the broader industry of retail retirement fund products.

The table below provides a peer group comparison of the annualised performance since the inception of the risk profiled 
solutions. This comparison once again highlights how important it is for members to consider the “In-Fund Living Annuity” when 
they retire - the results below clearly illustrate that the Fund has significantly outperformed other retail offerings.

For example, the Consolidation risk profiled portfolio (a moderate risk profile) in which most members who select the 
In-Fund Living annuity are invested, yielded 6.35% per annum since inception versus a similar “Out of Fund” annuity which yielded 
2.62% per annum. More conservative members invested in the Preservation risk profiled portfolio that yielded 6.35% per annum 
since its inception versus a comparative retail unit trust peer group that yielded 4.12% per annum. 

The Fund’s risk profiled solutions have also performed well relative to their municipal peers. The Accumulation risk profiled 
solution has performed more or less in line with its peers whereas the Consolidation and Preservation solutions have 
handsomely outperformed theirs. The Fund’s performance remains one of the strongest in the industry and this once again 
demonstrates that the Fund is a leader amongst its peers. 

Qtr. 1 1 Year 2 Years 3 Years 5Years
Since July 

2014
Accumulation -13.57% -9.58% -1.68% 1.20% 2.68% 3.38%
Consolidation -10.28% -5.68% 0.47% 2.99% 3.95% 5.27%
Preservation -7.58% -2.64% 3.22% 5.41% 5.54% 6.35%
Cash Plus -3.92% 1.26% 4.39% 5.46% 6.56% 6.55%
Shari’ah -10.89% -7.04% -0.18% 1.43% 3.81% 4.55%
Inflation 1.50% 4.63% 4.35% 4.24% 5.20% 4.85%
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Markets have strongly rebounded in April and as a result, the Fund’s risk profiled solutions will post strong results for the month. 
For example, since the ultimate low of March, the All Share Index has rebounded by more than 25% and our bond markets by more 
than 15%.  

The big question is how this will all end and by when will the markets test new highs? 

Nobody knows. Consistently predicting when stock market declines or rallies will happen, or how long they are going to last, is 
impossible. Markets don’t come back in a straight line; after an earthquake, there are often tremors. 

As Trustees of the Fund we have to consider two scenarios i.e. a fast recovery to all-time highs or further negative surprises which 
could lead to new stock market lows. We simply have to remain vigilant in our asset allocation and how we position the Fund’s 
investment strategy, and we need to remain focused on how each of these scenarios can turn out in the longer term. As there is not 
much clarity on which scenario has the best probability we have to remain cautious in our positioning, with protection strategies 
in place where we believe we need to be more vigilant. 

L O O K I N G  F O R W A R D

COSTS

The Fund’s performance is always reflected net of all costs as we believe this provides an accurate reflection of the performance 
of each member’s growth after costs and fees have been deducted. The costs are:  
•  Accumulation   0.70%
•  Consolidation  0.73%
•  Preservation  0.69%
•  Cash Plus  0.46% 
•  Shari’ah  1.32% 

Whilst we can’t compare costs directly to other Municipal Funds, as their information is not publicly available, we believe our 
costs are competitively low. Where data does exist and where we can make comparisons (such as when members invest outside 
of the Fund into a mix of unit trusts) our costs and fees are typically half of what a member would pay. 

For example, should a member invest in a risk profiled unit trust that aims to beat inflation by 2% to 6% then the average total 
costs for such will range between 1.30% and 1.70%. 

The Fund’s risk profiled solutions have not only outperformed retail products, but our costs are also much lower.



     

     

      

     

     
 

We will continue to update you as things progress. Take comfort in knowing that the Fund is doing everything it can to make the 
very best decisions for members at this time.
 
Our investment advisors are working around the clock to ensure that we are always exercising the very best options to grow and 
protect your retirement savings. 
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Trustees: Mr DL Carstens (Chairperson), 
Mrs M van Zyl (Deputy Chairperson),  Adv CJ Franken, Mr J Lawack, 

Mr J Jacobs, Mr WR Meiring, Mr S Philander, Mr JAH van den Berg, 
Principal Officer: Mrs IT Hartlief

These are unpredictable times in which we live. Dealing with uncertainty can be tricky so it is important to 
find ways to remain calm and to make sound financial decisions. Below are a few simple things you need to 
keep in mind during these uncertain times:

1.  There is no need to panic
Making decisions in a panicked state will only lead to more chaos.

2.  Patience is a virtue
History has shown that although it does take time, markets do recover.

3.  Remain invested
Your investment strategy is focused on the long term. Changing your investment strategies, withdrawing from, or 
canceling your investments during times like these will cause more damage than good.

4.  Keep your eyes on the prize
Keep your eye on your long-term investment goals.

5.  Keep calm and seek financial advice
If you are feeling uncertain, seek advice from a licensed financial advisor.


