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Looking back at 2015: Change in Investment 
Strategy

In 2015, the offshore allocation was split between two foreign 
investment firms, Orbis (global equities) and Brandywine Investment 
Management (global bonds). Orbis is the “sister company” of Allan 
Gray Ltd. The domestic allocation of the Balanced Fund is currently 
split among five investment firms - Prescient (SA interest-bearing 
investments), Catalyst (SA listed property shares), and Investec, Allan 
Gray and Abax (SA equities). The equity managers may hold cash as a 
portion of their portfolios at any point.



2015 SUMMARY OF INVESTMENT RETURNS
.



Below is an example of the differences between the long-term actual returns over
the different asset classes (shares, bonds, cash) achieved over a 23- year period.

Note the short-term fluctuations (gains and losses) in the all share index,
but also look at the long-term returns.



Portfolio C performance vs Benchmarks



Monthly Performance

As you would expect, the Balanced Fund (Portfolio C) shows the largest variation in monthly returns, reflecting the riskier nature of
this portfolio, but with the highest returns since inception.

• Monthly returns for the four portfolios during 2015. These figures are shown after investment manager fees.

• Note: inception date is 1 April 2010 for Portfolio D, 1 January 1995 for the other portfolios.



Investment Policy Statement



Annual Investment Choice
• Because the fund is a member-investment choice fund, the Trustees

believe that it is necessary that all members have the fullest
opportunity to make informed decisions about these matters.

• The UCTRF Investment Guide (available on the UCTRF website) is a
first step to help you with regard to investment decisions.

• The UCTRF Website www.uctrf.co.za has a toolkit which includes a
retirement calculator to help you plan for retirement. We
encourage you to read this and use the Website.

• The UCTRF Office will send you confirmation of switch, i.e. a copy
of your switch form, confirmation of receipt email and a
confirmation of switch letter once the switch has been
concluded. If you have exercised a switch but have not received
any confirmation, please contact the UCTRF Office.

http://www.uctrf.co.za/


Understanding and managing your risks

Your retirement benefit will depend on :

 How much money you, together with UCT, save (contribute) monthly for
your retirement; and

 The investment returns you earn on these contributions.

• You carry the risk that the investment returns earned on your retirement
saving contributions will be sufficient to provide you with a reasonable
income at retirement. In this regard you are exposed to three main risks, namely:
 The risk of making contributions to the Fund that are too low in relation to

your total remuneration; and

 Inflation risk; and

 Final payment risk.



Risk of insufficient contributions
• Your Fund contributions are too low in relation to your total remuneration

(CoE): because you have chosen a DPA that is too low.

• These contributions are currently 20.20% of DPA for permanent staff and 19.64%
for fixed term contract staff of your pensionable salary.

• Your pensionable salary, or DPA (“deemed pensionable amount”), is between 
50% and 100% of your CoE – the choice of percentage is yours.

• The Trustees cannot do anything to manage this risk other than to warn you of
the consequences of saving too little and to encourage you to increase your
deemed pensionable amount to the maximum possible (and/or to negotiate 
for the employer to make additional contributions on your behalf.)



Inflation Risk

• This is the risk that the Fund contributions you set aside as retirement savings
(as specified in the previous section) do not earn sufficient investment returns
to provide reasonable retirement benefits.

• Typically, you need your investment returns to be some 5% per annum higher
than inflation over the long term, after fees and costs, to provide for reasonable
retirement benefits.

• As a general rule, the further you are from retirement, the more you are
exposed to inflation risk.



Final Payment Risk
• This is the risk that at the time when you leave the UCT Retirement Fund and

want to use your retirement savings, investment markets are weak, and so the 
value of your retirement savings is at a low point in the cycle.

• It is crucial that we understand that “final payment risk” mainly applies when
we leave the Fund and want to use your retirement savings. For example, if 
you resign and decide to invest your retirement fund resignation benefit for
your retirement, you should be less concerned about your “final payment risk”.

• As a general rule, the closer you are to your retirement age, the more you
are exposed to “final payment risk”.



Managing these risks

There are three “tools” that can be used to manage the last two 
risks, namely:-
• The asset class in which your retirement savings money is 

invested;

• The time horizon for which your retirement savings is 
invested; and

• Diversification.



Choice of asset class
• Equities (shares) have historically given returns significantly in excess of inflation and is

therefore a good asset class to hold against inflation risk. But shares also have a greater
tendency to go up and down in price (we say shares are more volatile) than many other
asset classes. This makes equities a less suitable asset class for managing your “final
payment risk”.

• On the other hand, cash is a good asset class to manage your “final payment risk”. Cash,
however, does not give you an investment return much in excess of inflation and so it is
not a suitable asset class for managing your inflation risk.

• So, you can do a lot to manage your inflation risk and “final payment risk” by
managing the asset classes in which your retirement savings are invested.



Time Horizon

• While shares are the better asset class for managing inflation risk, they can go up and
down quite sharply (i.e. they are volatile).

• This volatility is most extreme when you invest in shares for a short period.

• The chance of a negative real return reduces if you invest in shares over the long term.

• So, if you will be working for some time still before you need your retirement Fund money,
you can afford to invest more of your retirement savings in shares. Even if the market does
go down in the short term it should not worry you unduly because over the long term
investment in shares have historically best managed inflation risk.



Diversification

• The third “tool” that can be used to manage your risks is diversification. Another way of
describing diversification is to “avoid putting all your eggs in one basket”.

• The past has shown that, more often than not, when some asset classes are down (e.g. 
South African shares), others go up (e.g. government bonds of “developed world”
nations) - such asset classes are said to be negatively correlated with each other.

• You can therefore reduce your risk by spreading your investments between the different
asset classes. The assets invested in Portfolios B and C are diversified over a wide range of
asset classes in order to meet this requirement.



Common mistakes
Too conservative an investment strategy
When faced with investment choice, members often choose too “conservative” a channel relative to the
risks they face.
• This error can have severely negative financial consequences. For example, if a 25 year old member

decides to invest his/her retirement savings in the Income Fund over his/her entire working life (i.e.
for 35 to 40 years), he/she could end up with a pension some 35% to 50% less than had he/she
invested more appropriately in the Balanced Fund for the majority of the time.

• So, if you are young and you are not concerned about your final payment risk, you should invest 
primarily to manage your inflation risk.

Trying to "time the market" 
Experience shows that some members believe that they can "time" the share market. This means they 
try to get out at the "top of the share market" and buy back in at the bottom of the share market.
• The evidence shows that Retirement Fund members who try to "time" the market usually get it 

wrong.
• The evidence also shows that members chase the share market when it is near its highs (the worst 

time to do so) and avoid the share market after a sharp fall (often the best time to get back into the 
share market).

If you can consistently time the market correctly, you are almost certainly in the wrong job!



The investment channels available

The Trustees have designed four investment channels to deal with the different needs of
members. These investment channels are:

• The Income Fund (also called Portfolio A), which deals mainly with “final payment
risk”;

• The Smoothed Bonus Fund (also called Portfolio B), which deals in part with “final
payment risk” and in part with “inflation risk”;

• The Balanced Fund (also called Portfolio C), which deals mainly with “inflation risk”
• The Shari’ah Fund (also called Portfolio D), which deals mainly with “inflation risk”, but is

more conservative than the Balanced Fund and is managed according to Shari’ah
investment principles.



Life Stage Model
Designed for members that are happy to follow a structured model.

• Model reflects normal retirement age of 65 for all UCTRF members.

• Model simply varies investment strategy on period to assumed normal retirement age. 



Legislation Changes - MEDIA STATEMENT
TAX BENEFITS CONTINUE, ANNUITISATION POSTPONED

• Provident fund annuitisation postponed for two years. 
• The tax deductions for contributions will remain initially.
• If no resolution of the current impasse has been reached 

by the end of the two year period, then the contribution 
deduction limit for provident fund members will be 
reduced. (You can't have your cake and eat it principle).

• Transfers from pension to provident funds disallowed.



CONTINUE: Legislation Changes -
Contributions
• Your total contributions to pension, provident or retirement 

annuity funds up to the lesser of R350 000 p.a. or 27.5% of gross 
remuneration or taxable income (whichever is greater) will be tax 
deductible.  The balance will be taxed.

• Amounts over the limits can be carried forward to subsequent 
years.

• Retirement fund contributions not allowed or applied as 
deductions or exemptions before death will be a deemed asset for 
estate duty purposes. This will apply to any-one who dies on or 
after 1 January 2016, in respect of retirement fund contributions 
made on or after 1 March 2015.



POSTPONED: Legislation Changes -
Withdrawal
• The legislation has NO effect on your withdrawal 

benefit.  You can still take your full benefit in cash 
on resignation, dismissal or retrenchment.

• However, all transfers between all tax approved 
funds, including pension to provident fund 
transfers, will be tax free. 



POSTPONED: Legislation Changes -
Retirement
• Not more than 1/3rd of your retirement benefit may be 

taken as a lump sum. 
• This does not apply to pre-1 March 2016 contributions 

(and growth thereon). 
• If you are:

• 55 or older on 1 March 2016 and 
• a member of the fund on 1 March 2016

then contributions made to this fund after 1 March 2016 
(with growth) can also be taken as a lump sum.



POSTPONED: Legislation Changes -
Retirement
• If the amount you accumulated after 1 March 

2016 is less than R247 500 you will be able to take 
the full amount in cash.



CONTINUE: Legislation Changes – RA 
withdrawals 

Members who cease to be tax residents or who are 
in South Africa on work or temporary residence visas 
and departed from SA may now terminate their 
membership of their retirement annuity and 
withdraw from the fund. 



The Nomination of Beneficiary Form is a form on which you indicate to whom your death 
benefit must be paid. 

These forms are available on the Fund’s website. It is important to update these forms 
whenever your beneficiaries and/or dependants change, and to make sure they are up-to-
date before you embark upon your annual vacation.

IMPORTANT:  
Members of the Fund need to update TWO separate Nomination of Beneficiary forms:

One form for your UCTRF benefit and
One form for your separate group life cover benefit (from UCT).

HAVE YOU UPDATED YOUR NOMINATION OF BENEFICIARY FORMS?



Why two forms
 Separate GLA

◦ Falls outside the Pension Funds Act
◦ Pays direct to the beneficiaries you nominate (or yourself if disabled)
◦ Pays in event of death or permanent disability
◦ No tax deducted from the benefit (you have paid tax on the premiums 

paid)

 UCTRF GLA

◦ UCTRF Trustees must make a disposition in terms of S37C of the
Pension Funds Act

◦ UCTRF Trustees must determine your dependants and nominees with
the guidance of your recommendation

◦ Pays in event of death
◦ Tax is deducted



Information Resources
• Benefit information sessions (two sessions 

each month in the Bremner Bldg, UCT)

• UCTRF website www.uctrf.co.za

• Information session (held in January)

• Investment choice roadshows (held in 
February)

• Retirement Planning seminars (held in the 
second semester)

• AGM (held in the third quarter)

http://www.uctrf.co.za/

