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South Africa
Having started the quarter off with a bang (+4.1% during
July), the JSE All-Share Index had declined by 3.0% by the
end of the quarter, driven predominantly by declines in
Naspers and the Platinum Index. Both Naspers and the
Platinum market are heavily dependant on international
market conditions. Local companies that derive their
income predominately from local demand generally
delivered positive returns during Q3.
Civil disorder in the form of looting riots in KZN and
Gauteng dampened investor sentiment early in July.
Regardless, local investors remained mostly bullish,
helping the SA stock market shrug off the effects of this
unrest.
The local economy grew by 1.2% from the previous
quarter, with close to record-low interest rates and a
relatively fairly-priced market (as opposed to offshore
markets which could be considered expensive) providing
support for local equities in the medium term.

Global Markets
Global developed market equities were broadly flat
for the quarter, with gains from earlier in the quarter
being erased by declines in September.

Unites States
US equities notched up a small positive return in
Q3. Stronger earnings results had improved investor
sentiment early in the quarter, but growth concerns
and worries about inflation resulted in most of those
early gains being retraced.
In September, the Federal Reserve (Fed) stated that
it would start slowing quantitative easing (“QE”) from
November 2021 and aim to completely stop QE by the
middle of next year. As QE had been supporting equity
prices, there is now some concern that the end of QE
could result in market weakness. However, it would
appear as though the strategy announced by the Fed
was expected by the market and may have been priced
in already since no dramatic market declines followed
the announcement. Furthermore, the market also
started to price in a faster than expected interest rate
hiking schedule.
Real GDP growth in the US has been revised down to
5.9% for 2021 from the 7% growth estimated in the last
Fed meeting, while inflation has risen. The Fed now sees
inflation increasing to 4.2% this year, above its previous
estimate of 3.4%. The Fed raised its growth projections
for 2022 and 2023 to 3.8% and 2.5% respectively.
Most sectors were hit by the sell-off in September,
except for the energy sector, where supply constraints
drove prices to new highs.

Eurozone
Equity performance in Europe was mixed in Q3 with the
energy sector, and IT performing well, while consumer
discretionary stocks were weak. Luxury goods
companies came under pressure amid suggestions that
China could seek greater wealth redistribution, which
could hit demand.
The quarter had started positively as most Eurozone
countries continued to recover from the pandemic.
However, worries emerged over inflation due to supply
chain bottlenecks and rising energy prices. Annual
inflation in the Eurozone was estimated at 3.4% in
September, up from 3.0% in August and 2.2% in July.
The European Central Bank said that it would tolerate
any moderate and transitory overshoot of its 2.0%
inflation target.
The end of the period saw a surge in power prices
(the price of natural gas used for heating went up for
example) as a result of low gas supply and lack of wind
over the summer, among other factors.

Emerging Markets
Emerging market (EM) equities declined in Q3,
which saw a sell-off in Chinese stocks, concern over
continued supply chain disruptions, and worries over
the implications of higher food and energy prices for
some markets. South Korea fell significantly over falling
prices of computer chip components and weaker metals
prices affected net exporter markets. Energy exporters
in general outperformed.

United Kingdom
UK equities were generally higher over the quarter
but with a significant divergence between winners and
losers. The energy sector gained on the back of higher
crude oil prices, while consumer goods performed
poorly.
Inflationary concerns were raised as evidence of
bottlenecks constraining output in some industries
started to become apparent. Natural gas and fuel
shortages also made headlines towards the period end.
These developments were reflected in higher market
interest rates, which helped support financials.

Global bonds
US and European government yields were unchanged
for Q3 as an initial decline reversed in September
amid a hawkish shift from central banks and continuing
inflationary pressure. The UK underperformed, with a
significant rise in yields on increased expectations for
monetary policy tightening.
Among corporate bonds, high yield bonds made positive
returns, while investment-grade credit saw very little
change. European investment grade outperformed
government bonds, while the US market was in line with
Treasuries.

MARKET PERFORMANCE
The table below summarises the performance of the local asset classes and compared to inflation over the short to long
term. Long-term “growth” assets (like equity and property) are at the top of the table while “income” generating asset
classes such as bonds and cash are at the bottom.
Local Asset Classes (ZAR)

Q3

1 Year

3 Years

5 Years

10 Years

15 Years

Local Equities

-0.84%

23.19%

8.58%

7.83%

11.50%

10.58%

Local Property

5.94%

54.43%

-6.77%

-5.64%

5.46%

9.31%

Nominal Bonds

0.37%

12.46%

9.08%

8.51%

8.27%

8.52%

Local Cash

0.95%

3.80%

5.77%

6.43%

6.21%

7.03%

Inflation

1.75%

4.89%

4.10%

4.39%

5.03%

5.63%

Q3 saw a mix of returns, with property once again generating the highest return. All local asset classes, except bonds
and cash, have outperformed inflation over the past year as the market continues to recover from the significant
COVID-19 pandemic induced losses in 2020.
The table below outlines the USD-based performance of offshore markets and compares it to US Inflation over the
short, medium, and long term.
Offshore Asset Classes (USD)

Q3

1 Year

3 Years

5 Years

10 Years

15 Years

Offshore Equities

-1.05%

27.44%

12.58%

13.20%

11.90%

7.21%

Offshore Property

-0.03%

31.54%

7.88%

5.63%

9.20%

4.85%

Offshore Bonds

-0.88%

-0.91%

4.24%

1.99%

1.86%

3.50%

US Cash

0.02%

0.11%

1.11%

1.22%

0.73%

1.13%

US Inflation

1.62%

5.25%

2.76%

2.58%

1.90%

1.98%

All offshore asset classes, except US cash, were negative over the quarter. Over the past year, US cash and offshore
bonds were the only asset classes that had not outperformed inflation. This is mainly due to the record-low interest
rates currently observed in most economies globally.

PERFORMANCE OF THE LA RETIREMENT
FUND’S RISK PROFILED SOLUTIONS
The table below contains the LA Retirement Fund’s Risk Profiled Solutions’ performance, net of investment fees, over
the same periods as outlined above, since the inception of the Defined Contribution Risk Profiled Solutions (01 July
2014) to the end of September 2021 and compares it to Inflation over the same period.
The Fund’s Risk Profiled Solutions
yielded
another
exceptionally
strong quarter result. Over the last
year, each Risk Profiled Solution
performed as expected relative to
the others, with the more aggressive
solution (higher equity and property
exposure) outperforming the less
aggressive solutions. The Shari’ah
Solution has also performed well
over the last year.

Q3

1 Year

3 Years

5Years

Since July
2014

Accumulation

3.37%

22.87%

8.65%

8.16%

7.55%

Consolidation

3.10%

21.41%

9.00%

8.50%

8.52%

Preservation

2.45%

16.28%

8.26%

8.48%

8.34%

Cash Plus

1.53%

10.58%

7.08%

7.27%

7.40%

Shari’ah

1.64%

19.22%

7.66%

-

7.77%**

Inflation

1.75%

4.89%

4.10%

4.39%

4.70%

** Since inception of the Shari’ah Solution - December 2016

THE LA RETIREMENT FUND CONTINUES TO
OUTPERFORM THE BROADER INDUSTRY OF RETAIL
RETIREMENT FUND PRODUCTS AND ITS PEERS!
When compared to its peers, the Fund’s Risk Profiled Solutions
continue to outperform the broader industry of retail (Unit
Trusts) and institutional (Large Segregated Funds) retirement
fund products.
The table below provides a peer group comparison of the
annualised performance or per annum performance since the
inception of the Fund’s Risk Profiled Solutions (July 2014 for
all except Shari’ah which was started in December 2016). We
continuously emphasize the significance of this comparison
in our quarterly performance updates, as it drives home the
importance for members to save cost-effectively. Perhaps even
more important, to consider the LA Retirement Fund’s “In
Fund” solution options when members retire, as the Fund has
outperformed other “Out of Fund” retail (Unit Trust) offerings
and at much lower fees.

For example, the Consolidation Risk Profiled
Solution (a Moderate Risk Profile) in which
most members who select the “In Fund”
annuity are invested, has yielded 8.52% per
annum since inception versus a similar “Out of
Fund” Unit Trust which has yielded 5.85% per
annum. This is a significant outperformance.
For more conservative members the
Preservation Risk Profiled Solution has yielded
8.34% per annum since its inception versus
a comparative retail Unit Trust peer group
which has yielded 6.28% per annum – another
significant outperformance. It makes sense to
remain invested in the Fund when members
retire. Inflation over this period was 4.70%.

ANNUALISED INVESTMENT PERFORMANCE COMPARISON BETWEEN THE LA RETIREMENT FUND, THE INSTITUTIONAL AVERAGE
AND THE RETAIL AVERAGE (UNIT TRUSTS) FROM JULY 2014 TO 30 SEPTEMBER 2021.
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EXPENSES
The Fund’s Risk Profiled Solution performance is always shown
net of all investment fees. We believe that to offer an accurate
reflection of the performance of each member’s investment,
figures net of invetsment costs and fees should be shown.
The costs are as follows:
• Accumulation
• Preservation		
• Shari’ah		

0.81%
0.81%
1.19%

• Consolidation
• Cash Plus		

0.84%
0.44%

Reflecting again on members who need to
consider retiring in or out of the Fund; the
Consolidation and Preservation Risk Profiled
Solutions fees are more than 0.50% lower than
retail Unit Trust products that members will
pay if they retire outside of the Fund.

LOOKING FORWARD
We remain invested in global equities versus global bonds, global property and cash. Within our global equity
positioning, as US equities continue to be expensive compared to other markets, we wish to be underweight in the
US market in favour of selected European and emerging market equities.
We have maintained our positioning in SA listed property in Q3 2021. Listed property has been the best-performing
sector (and asset class) so far this year, recording a 20.1% return over the six months to end September. The Fund
has increased exposure slightly to offshore property investments with a small initial allocation to a newly introduced
mandate, the Catalyst Global Property Fund. Not only does offshore property deliver a portfolio that is much more
diversified compared to local property, but it also provides offshore currency exposure.
We remain overweight SA equities. SA equity valuations (as measured by the forward Price/Earnings ratio of the
FTSE/JSE Capped SWIX Index) remain attractive as equity prices moved sideways but earnings expectations
rose. The outlook for continued improved domestic recovery should assist with improved equity valuations.
Further, our hedging strategies remain in place and we are always looking at ways to further diversify
the Fund’s assets and to protect the performance from any adverse downside surprises.

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

PO Box 4300, Tygervalley, 7536 • Belmont Office Park,
Twist Street, Bellville, 7530 • WhatsApp: 081 806 9959 (between 08:00 - 16:00)
Tel: 021 943 5305 • Fax: 021 917 4114 • support@laretirementfund.co.za
www.laretirementfund.co.za • Fund registration No: 12/8/1278/2

