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Introduc�on

Investment Returns

In order to achieve an adequate salary replacement ra�o it is impera�ve that members achieve a real investment return, i.e. a return in excess of price infla�on. 

Refer to Annexure A for an indica�on of the rela�onship between investment returns and the salary replacement ra�o.

While a real investment return should ideally be set as the explicit performance objec�ve of an investment por�olio, a number of investment por�olios that are 

suitable for re�rement funds, do not have an explicit performance objec�ve related to infla�on. The member will therefore have to consider the historic 

performance experience of an investment por�olio in rela�on to infla�on as a proxy of poten�al returns in order to link a specific investment por�olio to the 

salary replacement ra�o. It must be noted that the historic performance experience is not guaranteed to be achieved in future. While each investment por�olio 

will have an internal benchmark as stated by the Investment Manager in the por�olio mandate, that benchmark may not be an explicit real investment return.

Risk

The risk ra�ng of an investment por�olio gives an indica�on of how vola�le investment returns may be and therefore is also an indica�on of the risk that the 

investment return per the investment mandate may not be achieved. The risk categories have the following meaning:

� Aggressive risk por�olios: Short term nega�ve returns are possible with this type of por�olio. Exposure to equi�es (shares) is normally maximised for 

these types of por�olios in order to achieve the return objec�ve. Maximisa�on of equity exposure however takes place within the pruden�al investment 

guidelines laid down by the Pension Funds Act. Investment returns can be very vola�le.

�

�

Moderate risk por�olios: This type of por�olio will have large exposure to growth assets (shares and property) at �mes and as such short term nega�ve 

returns are possible. Investment returns can be vola�le.

Moderate­low risk por�olios: This type of por�olio also has exposure to growth assets (shares and property) but typically at lower levels than the 

moderate risk por�olios. They aim to have minimal nega�ve returns and therefore have a lower risk profile than the moderate risk por�olios. Investment 

returns can s�ll be vola�le.

� Low risk por�olios: This type of por�olio should have minimal nega�ve returns over a rolling 12­month period.

� Capital preserva�on por�olios: There should be no risk of capital loss on a monthly basis.

Investment return and risk are correlated; while the correla�on cannot be defined in absolute terms, it is generally accepted that an investor would require 

compensa�on in the form of investment returns in return for the investment risk taken.

*The Benchmark Default Por�olio is a combina�on of Allan Gray Namibia Balanced Fund (50%), Pruden�al Namibia Infla�on Plus Fund (25%) and Sanlam Infla�on Linked Fund (25%).

** The Money Market Fund is managed by Capricorn Asset Management.

***EMH Closed since January 2017 for new investors.

Investment Por�olio Risk Categorisa�on

Asset Manager's Explicit 

Performance Objec�ve

Return Expecta�ons derived 

from Historical Experience 

(Before Fees)

Allan Gray Namibia Balanced Fund Moderate None CPI+5% to 6%

Investec Managed Namibia Fund Moderate None CPI+5% to 6%

NAM Corona�on Balanced Plus Fund Moderate None CPI+5% to 6%

Old Mutual Namibia Profile Pinnacle Fund Moderate None CPI+5% to 6%

Pruden�al Namibia Balanced Fund Moderate None CPI+5% to 6%

Standard Bank Namibia Managed Fund Moderate None CPI+5% to 6%

EMH Prescient Absolute Balanced Fund*** Moderate CPI+5% CPI+5%

Benchmark Default Por�olio* Moderate­Low ­ CPI+4% to 5%

NAM Corona�on Capital Plus Fund Moderate­Low CPI+4% (1 year) CPI+4%

Pruden�al Namibia Infla�on Plus Fund Moderate­Low CPI+4% CPI+4%

Sanlam Namibia Infla�on Linked Fund Moderate­Low CPI+4% CPI+4%

NAM Corona�on Balanced Defensive Fund Moderate­Low IJG Money Market + 3% CPI+2% to 3%

Sanlam Namibia Ac�ve Fund Low 13 year ALBI CPI+1% to 2%

Money Market Fund** Capital Preserva�on 7 day Repo Rate CPI to CPI + 1%

This document has been compiled with the aim of providing members of the Benchmark Re�rement Fund with an overview of the investment op�ons offered to enable 

them to make informed decisions regarding the investment of their re�rement assets. 

The following por�olios are offered to members:
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Introduc�on

Risk­Reward ­ Over the long term
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Risk­Reward ­ Over the short term
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Market Overview

Although the second half of 2017 was a good one for investors, market vola�lity returned in the month of December. This was largely driven 

by the uncertainty surrounding US tax cuts and the length of central banks’ quan�ta�ve easing programmes. South Africa’s markets were 

disrupted by the revela�ons of massive fraud at Steinhoff Interna�onal, as well as from a strengthening Rand which pulled down the 

interna�onally listed shares. US President Donald Trump had his conten�ous tax plan approved by the Republicans in December, where 

theyadopted a bill which significantly cuts corporate taxes.

Refla�onary trends in major economies reached some of their highest levels, including record high business and consumer confidence 

indicators, and strong corporate earnings.

The US economy con�nued to perform strongly, with the unemployment rate remaining at a 17­year low of 4.1% throughout the fourth 

quarter, whereas Germany’s unemployment rate hit a record low of 3.6% during November. The US Fed increased interest rates three �mes 

during 2017, to 1.25%, which is toward the target range of between 1.25% and 1.5%. Three more rate increases in 2018 are expected. US 

GDP con�nued to strengthen, as growth at the end of the third quarter measured 3.2% ­ this is the highest growth rate since the beginning 

of 2015. GDP growth in the Eurozone is se�ng the year to be the best since the global financial crisis, at an expected 2.5%. The ECB has also 

stuck to its pledge to provide s�mulus for as long as needed and kept interest rates steady. China’s growth also remained resilient (despite 

debt and slowdown worries) and the World Bank revised its growth forecast upward to 6.8% for 2017.

However locally, Namibia’s year hasn’t been as frui�ul. A�er officially entered a recession at the end of the second quarter of 2017 (with 

two quarters of nega�ve growth, of ­1.4% and ­0.8%), the growth remained nega�ve for the third quarter at ­0.56%. The main detractor 

remains the construc�on sector, which has now seen its seventh consecu�ve decline as at the end of the third quarter. Water and 

electricity as well as retail and wholesale trade have also had a dampening effect, while agriculture and mining have been able to support 

growth over the year, and expected to be drivers for the economy going into 2018. Among other factors, the consensus is, for government 

to take a firm stance on fiscal discipline and rising debt levels to turn the economy around.

Infla�on dropped significantly over the year, providing consumers with some welcomed relief, from 8.2% in January to 5.2% in November, 

the lowest rate in two years. The Reserve Bank made one interest rates cut during the year in July, in hopes to s�mulate growth in the 

medium term, from 7% to 6.75%, and remained at this level for the rest of the year.

The Namibian Dollar, being pegged the Rand, a largely vola�le currency, has had an up and down rid e in 2017, at a low N$14.50/US$ in 

November, and a high of N$12.30/US$ at the end of December, thanks to the posi�ve ANC Elec�ve Conference result where Cyril

Ramaphosa came out victorious. Over the full year, the Namibian Dollar ended strongly at N$12.35/US$, transla�ng to an apprecia�on of 

9.9% against the US Dollar over the year.

2017 was a great one for stock markets around the globe, where numerous markets broke record highs, locally and abroad. The US S&P 500 

climbed to over 2,600 at the end of 2017, and also set a new record by delivering posi�ve returns every month of the year. The JSE All Share 

climbed to a record high over 61,000 points during November, with help from Kumba Iron Ore, the top performing share, at a staggering 

138% return for the year.

The NSX Local Index returned 1.3% for the month of December, and 9.5% for the year, which also saw a new local lis�ng, Letshego Holdings, 

bringing the stock count to eight primary listed companies. The NSX Overall Index, which included dual­listed shares, returned 7.7% for 

December and 15.2% for 2017.

Key Indicators as at 31 December 2017

N$/US$ N$12.35/$

N$/£ N$16.65/£

N$/€ N$14.82/€

Nam Infla�on rate 5.20%

Nam repo rate 6.75%

Oil Price ($/barrel) US$66.15

Gold Price ($/ounce) US$1302.80

NAM Investment Growth for Selected Indices

Time Period: 01­Jan­13 to 31­Dec­17
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Market Overview
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Performance Comparison

Moderate Por�olios

Notes 31 December 2017

1. Allan Gray: Interna�onal Cash represents Africa and Foreign ex­Africa

2. Allan Gray: Interna�onal Other represents Property, Hedged Equity & Commodi�es (11.3%)

3. Allan Gray: Other represents SA and Namibia Commodi�es

4. Allan Gray: Interna�onal Equity represents Net Equity (15.5%)

5. Standard Bank Managed: Interna�onal Other represents Unit Trusts and Property

6. EMH Prescient: Interna�onal Other represents Collec�ve Investments and Other represents Forwards, Swaps and Deriva�ves

7. NAM Corona�on Balanced Plus: Other represents Commodi�es and Preference Shares and Interna�onal Other represents Commodi�es, Property and Africa.

8. NAM Corona�on and Investec uses deriva�ves to gain addi�onal exposure to certain assets beyond 100%. Thus the cash alloca�on has an offse�ng nega�ve exposure, represen�ng the liability or cash that is ‘owed’ for 

these assets. The total thus represents the “No�onal Cash Value” for the en�re effec�ve deriva�ve exposure.

9. Pruden�al : Interna�onal Other represents Property

10. Investec: Other represents South African deriva�ves.

Asset Alloca�on as at 31 December 2017 as compared to 31 December 2016

Notes 31 December 2016:

1. Allan Gray: Interna�onal Other represents Property

2. Allan Gray: Other represents SA  and Namibia Commodi�es 

3. Allan Gray: Interna�onal Equity represents Net Equity (14.9%) & Hedged Equity(11.7%)

4. Standard Bank Managed: Interna�onal Other represents Unit Trusts and Property

5. NAM Corona�on Balanced Plus: Other represents Commodi�es and Preference Shares and Interna�onal Other represents Commodi�es and Property.

6. Pruden�al and NAM Corona�on use deriva�ves to gain addi�onal exposure to certain assets beyond 100%. Thus the cash alloca�on has an offse�ng nega�ve exposure, represen�ng the liability or cash   

that is ‘owed’ for these assets. The total thus represents the “No�onal Cash Value” for the en�re effec�ve deriva�ve exposure.

7. Pruden�al : Interna�onal Other represents Property
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Performance Comparison

Moderate Por�olios

Asset Alloca�on as at 31 December 2017 as compared to 31 December 2016

Geographical Split:

Notes:

Allan Gray: 2.2% African 

EMH Prescient: 4.7% African

NAM Corona�on Balanced Plus: 1.8% African

OMIGNAM Profile Pinnacle: 0.2% African
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Performance Comparison

The following graph illustrates the changes that were made to the managers’ asset alloca�on over the 12 month period ending 31 December 2017. In the 

event that the alloca�on to an asset class was decreased, the change would be indicated on the le� hand side of the ver�cal axis, and vice versa.

The graph above illustrates that all managers decreased Namibian Bonds, seemingly in favour of Namibian Cash (bar Pruden�al who also had a decrease in 

Namibian cash). Standard Bank made the most asset alloca�on changes over the year, followed by EMH Prescient, both making rela�vely large changes to a few 

asset classes, as compared to the other managers who made small changes across many asset classes. Standard Bank also introduced Property to the por�olio 

this quarter, (leaving only EMH Prescient as the only manager without Property exposure) as well as Interna�onal bonds and SA cash. Allan Gray joined NAM by 

removing exposure of SA bonds, with Investec and Pruden�al having minimal exposure to this asset class.

Note: NAM Corona�on Balanced Plus reflects an increase in the nega�ve no�onal cash value holding.

Change in Asset Alloca�on
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Performance Comparison

Moderate Por�olios

Trailing Returns as at 31 December 2017
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Performance Comparison

Moderate Por�olios

1 year performance for the period ended 31 December 2017
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3 year performance for the period ended 31 December 2017
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5 & 10 years performance for the period ending 31 December 2017
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Performance Comparison

Moderate Por�olios: Vola�lity vs Return

Risk­Reward
Time Period: 01­Jan­13 to 31­Dec­17
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The following graph illustrates the vola�lity and return sta�s�cs of the moderate por�olios for a 5 year period. These returns are gross of all 

investment charges.
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Performance Comparison

Moderate­Low Por�olios

Asset Alloca�on as at 31 December 2017 as compared to 31 December 2016

Notes 31 December 2017:

1. NAM Corona�on Capital Plus: Other represents Commodi�es & Preference shares

2. NAM Corona�on Capital Plus: Interna�onal Other represents Commodi�es

3. NAM Corona�on Balanced Defensive: Other represents Commodi�es & Interna�onal Other represents Property & Commodi�es

4. Sanlam Namibia Infla�on Linked: Interna�onal Other represents Property

5. Default: Other represents Commodi�es & Interna�onal Other represents Property

6. Pruden�al's SA Cash posi�on includes an off­set or “No�onal Cash value” for all deriva�ve effec�ve exposure

7. Pruden�al Infla�on Plus: Interna�onal Other represents Property

Notes 31 December 2016:

1. NAM Corona�on Capital Plus: Other represents Commodi�es 

2. NAM Corona�on Balanced Defensive: Other represents Commodi�es & Interna�onal Other represents Real Estate 

3. Sanlam Namibia Infla�on Linked: Interna�onal Other represents Property 

4. Default: Other represents Commodi�es & Interna�onal Other represents Property

5. Pruden�al's SA Cash posi�on includes an off­set or “No�onal Cash value” for all deriva�ve effec�ve exposure.

6. Pruden�al Infla�on Plus: Interna�onal Other represents Property
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Performance Comparison

Moderate­Low Por�olios

Asset Alloca�on as at 31 December 2017 as compared to 31 December 2016

Geographical Split:

Notes:

Benchmark Default 1.1% African
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Performance Comparison

The following graph illustrates the changes that were made to the managers’ asset alloca�on over the 12 month period ending 31 December 2017. 

In the event that the alloca�on to an asset class was decreased, the change would be indicated on the le� hand side of the ver�cal axis, and vice 

versa.

Moderate­Low Por�olios

Change in Asset Alloca�on

The graph above illustrates that all managers decreased Namibian cash in favour of Namibian bonds and all marginally increased SA property exposure (bar the 

Default por�olio). Once again, Sanlam made the least changes over the year, with only minor changes across asset classes. The remaining managers made fairly 

similar overall changes in size. However, the differences come in where the changes were made, namely Pruden�al with the largest increase in Namibian bonds 

and a rela�vely large ‘decrease’ in its no�onal SA cash holding and thus reducing its deriva�ve exposure. Both these changes translated to these changes within 

the Default por�olio too. Unlike Pruden�al, both NAM por�olios increased their Namibian and SA equity exposure, and decreased Interna�onal equity 

exposure. 

Note: Pruden�al Infla�on Plus reflects an decrease in the nega�ve no�onal cash value holding.
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Performance Comparison

Moderate­Low Por�olios

Trailing Returns as at 31 December 2017
1 Year 3 Years 5 Years 10 Years

NAM Corona�on Balanced Defensive Fund

NAM Corona�on Capital Plus Fund

Pruden�al Namibia Infla�on Plus Fund

Sanlam Namibia Infla�on Linked Fund

Benchmark Re�rement Fund Default Por�olio
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Trailing Returns as at 31 December 2016
1 Year 3 Years 5 Years 10 Years

NAM Corona�on Balanced Defensive Fund

NAM Corona�on Capital Plus Fund

Pruden�al Namibia Infla�on Plus Fund

Sanlam Namibia Infla�on Linked Fund

Benchmark Re�rement Fund Default Por�olio
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Performance Comparison

Moderate­Low Por�olios

1 year performance for the period ended 31 December 2017
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3 years performance for the period ended 31 December 2017
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5 & 10 years performance for the period ended 31 December 2017
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Performance Comparison

Moderate­Low Por�olios: Vola�lity vs Return

Risk­Reward
Time Period: 01­Jan­13 to 31­Dec­17

Std Dev
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The following graph illustrates the vola�lity and return sta�s�cs of the moderate low por�olios for a 5 year period. These returns are gross of all 

investment charges.
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Performance Comparison

Low Risk and Capital Preserva�on Por�olios

Sanlam Namibia Ac�ve Fund 31 12 2017 31 12 2016 Change

Namibian Equites 0.0% 0.0% 0.0%

Namibian Bonds 1.7% 2.1% ­0.4%

Namibian Cash 34.8% 38.3% ­3.5%

Namibian Property 0.0% 0.0% 0.0%

Namibian Assets 0.0% 0.0% 0.0%

South African Equi�es 0.6% 0.7% ­0.1%

South African Bonds 11.0% 12.7% ­1.7%

South African Cash 50.4% 45.1% 5.3%

South African Property 1.5% 1.1% 0.4%

Interna�onal 0.0% 0.0% 0.0%

Total Asset Alloca�on 100.0% 100.0%

The total Namibian exposure is 36.5% for the Sanlam Namibia Ac�ve Fund. The Money Market Fund is managed by Capricorn Asset Management and is mainly 

invested in Namibian & South African cash investments.

Geographical Split:
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Performance Comparison

Trailing Returns as at 31 December 2017

1 Year 3 Years 5 Years 10 Years

Sanlam Namibia Ac�ve Fund
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Trailing Returns as at 31 December 2016
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Trailing Returns as at 31 December 2017
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Low Risk and Capital Preserva�on Por�olios
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Glossary

Asset Alloca�on: The weigh�ng of assets in an investment por�olio amongst different asset classes (shares, bonds, property, cash, and interna�onal 

investments).

BEASSA All Bond Index (ALBI): Bond Exchange Actuarial Society of South Africa Index.

Balanced Fund: An investment por�olio that spreads its holdings over a range of asset classes, which typically include shares, fixed interest, property, 

interna�onal securi�es, and cash.

Benchmark: An index or other market measurement that is used by a fund manager as a yards�ck to assess the risk and performance of a por�olio; for example, 

the All Share Index is a commonly used benchmark for Domes�c Equity por�olios.

Bo�om­up Analysis: A form of security analysis that begins with forecas�ng returns for individual companies, then moves to industries and, finally, the economy 

as a whole.

Capital Preserva�on Por�olio: Por�olios that provide investors with a 100% Capital Guarantee (i.e. ini�al investments + contribu�ons + percentage of bonuses 

received).

FTSE/JSE All Share Index (ALSI): A “basket” of shares represen�ng all the shares on the JSE. This index is used as a measurement to indicate price movements in 

the market.

Growth Style: Growth style managers iden�fy companies with above average earnings growth, which they believe will be reflected by the price in future. These 

shares usually have a higher P/E ra�o as the price is higher due to earnings being generated at a fast pace.

Growth at a Reasonable Price: An investment style in which the manager selects shares where the company is growing profits, but the share price is not over­

priced rela�ve to that growth or shares of which the P/E ra�o is below that of the index.

Infla�on (CPI): The consumer price index represents the increase in the price of a “basket” of basic goods and services e.g. food, petrol. It provides an indica�on 

as to how fast prices are increasing in the economy.

Ins�tu�onal Investor: An organisa�on whose primary purpose in investment markets is to invest its own assets or those that it holds in trust for others. 

Ins�tu�onal investors include fund managers, life companies, re�rement funds, banks, etc.

JP Morgan Global Bond Index: An index which can be used to measure global bond market movements. Countries’ bonds across the globe form part of the

index, each carrying a certain weight in the index.

Market Value Adjustment: A term used with smooth bonus products. All disinvestments which are not for benefit payment(ie switches, termina�ons) will be 

paid out at the lower of book or market value. Genuine benefit payments are defined to be payments iro resigna�on, death and re�rement.

Median: The middle value that exceeds half of the values in the sample and which is exceeded by the other half. For example, if five items cost R20, R80, R100, 

R300, and R500 respec�vely, the median value would be R100, whereas the mean would be R200.

MSCI World Equity Index: An index which can be used to measure global market movements. Countries across the globe form part of the index, each carrying a 

certain weight in the index.
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Glossary

NSX Index: A “basket” of shares represen�ng all the shares on the Namibian Stock Exchange. This index is used as a measurement to indicate price movements 

in the market.

Price Earnings Ra�o: A stock's market price divided by its current or es�mated future earnings per share. The PE ra�o is used by the inves�ng public as a 

measure of the a�rac�veness of a par�cular share versus all other shares. The lower the ra�o rela�ve to the average of the share market, the lower the market's 

profit growth expecta�ons.

Pruden�al Unit Trust: A unit trust which complies with Regula�on 28 of the Pension Fund Act.

Regula�on 28: The regula�on in the Pension Fund Act providing guidelines for the investments of re�rement funds.

Strategic Asset Alloca�on: The composi�on of an asset mix within a por�olio, constructed with the aim of mee�ng the long­term objec�ves of a fund, rather 

than being based on short­term views of rela�ve performance of the various asset classes. Usually a benchmark is derived in this fashion.

STeFI: Short Term Fixed Interest Index. An index used to measure performance for short term (cash) investments.

Top Decile: A sta�s�cal measure dividing a sample into ten numerically equal groups. Thus, ‘top decile’ means the top 10% of a given sample.

Top­Down Analysis: A form of security analysis that begins with forecas�ng broad macroeconomic trends, then assessing the impact on industries and, finally, 

on individual companies.

Tac�cal Asset Alloca�on: A process by which the asset alloca�on of a fund is changed on a short­term basis to take advantage of perceived differences in 

rela�ve values of the various asset classes. TAA can also be described as the varia�on of asset alloca�on around the strategic asset alloca�on.

Upper Quar�le: A sta�s�cal measure dividing a sample into four numerically equal groups. Thus, 'upper quar�le' means the top 25% of a given sample.

Value Style: Asset managers who have a value style iden�fy shares which trade below intrinsic value in the belief that the share price will return to its intrinsic 

value. These securi�es usually have low prices rela�ve to book value or earnings.

Vola�lity: A measure used to define risk which refers to the degree of fluctua�on of returns over a specified period (normally short­term). The higher the 

vola�lity, the higher the fluctua�on of returns which is associated with greater uncertainty of expected returns. This scenario is defined as being high risk.
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