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ALL PURPOSE FUNDS FOR RETIREMENTS INCOME 
 
Finding a satisfactorily sustainable balance between maintaining one’s ideal standard of living whilst saving 

for the future, is the ultimate personal finance equilibrium many are yet to achieve. Once one manages to 

finally find the ‘sought-after’ balance, channeling one’s savings towards investment vehicles that will not only 

preserve their value, but ensure that capital appreciation materializes becomes a paramount exercise. 

Fortunately, there are investment vehicles that enable just that – balanced funds. 

 

For investing towards a comfortable retirement income source, balanced funds can be likened to ‘all-purpose-

funds’. Whether you are a risk-tolerant young adult with many years to retirement or a risk-averse elder who 

is just about to retire, there is a balanced fund suitable for your investment goals.  

 

Balanced funds, formally known as Multi-Asset funds, are typically unit trust funds that pool together various 

asset classes in order to find a ‘balanced mix’ of assets. Their core objective typically lies somewhere between 

the creation of growth that surpasses inflation and the generation of income. Across the spectrum, the returns 

of balanced funds are relatively less volatile in comparison to portfolios that target a specific asset class, like 

equities or those that invest all the assets offshore. Furthermore, even the most aggressive balanced fund 

(with a high equity proportion), is cushioned – to a certain extent - by the diversification effect that results from 

the mix of assets within the fund. 

 

In fact, when done right, balanced funds across the spectrum should offer an investor stable positive returns 

over the long-term, that protects their capital against inflation. Furthermore, the diversification characteristic 

embedded in these funds ensures that the investor is fairly protected from extreme adverse movements in 

markets. 
 

Figure 1: ASISA Category Average vs Inflation 
 

 

 

 

 

 

 

 

 

 

 
 

Source: Morningstar and Prescient Investment Management Research – 21 February 2020 
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Figure 1 above shows the performance of various categories of industry average balanced funds indices for a 

period of 15 years. Each index is proxied by an Association for Savings and Investment South Africa (ASISA) 

category average where the constituents of each index comprise of the average performance (net fees and 

other costs) of all funds that meet the criteria for the given category. As evident from the figure, all the funds 

categories have mostly yielded performance greater than CPI. This means that if an investor had invested 

their pension fund through any of these balanced funds, their investments would have preserved its buying 

power.    

 

To illustrate how different funds, cater for different needs, we can analyse the impact of two factors that 

generally drives the risk appetite of pension fund investors – the investment horizon and the need for income 

withdrawal – on the most suitable investment vehicle for an investor. Generally, the goals of an investor with 

a longer investment horizon are usually aligned with growth and capital accumulation. Furthermore, a long-

term investment horizon enables an investor to stomach shorter term volatility. For such individuals, High 

Equity Multi Asset Funds could be most suitable. Not only would they offer the potential to earn higher returns 

over the long run, the resulting higher risk due to higher equity exposure would be ‘balanced out’ by the 

diversification benefits resulting from mixing various equity instruments and various asset classes. Ultimately, 

when properly diversified and managed, these funds can be expected to deliver on both growth and capital 

accumulation over the long term. 

  

Once the investor starts withdrawing income from the retirement investment, a change in strategy might very 

well be necessary. Generally, drawing income from an investment increases the probability of converting paper 

losses to actual losses and therefore results in the need for more stable returns, especially, when the percent 

withdrawal rate is greater than the dividend yield on the investment. For such an investor, shorter term capital 

preservation should generally start featuring as part of their core investment goal. For such an individual, a 

Multi-Asset Income Fund could be most appropriate. Not only would it ensure that the clients’ investment can 

grow at a reasonable rate, but it would ensure some downside protection. 

 

With so many funds to consider from so many financial services providers, financial advice has become a 

necessary step in the average investor’s investment process. Given the investor’s distinct needs, good 

financial advice ensures that the investor is not only aware of the various investment funds at their disposal 

but can also choose an investment fund that sufficiently caters for their given investment needs.   

 

ENDS 

 

About Prescient: 

• Prescient Holdings (Pty) Ltd is a diversified, global financial services group with a 21-year track 

record of providing solutions to our clients in Asset Management, Investment and Platform 

Administration, Retirement Solutions, Stockbroking and Wealth Management. As at 31 Dec 2019 the 
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group had R98.4 billion client assets under management (AUM) and administered R478 billion client 

assets (AUA), split between asset admin (R328 billion) and unit holder admin (R150 billion). 

Prescient has established operating businesses in the following main jurisdictions: Prescient has 

successfully operated for 21 years in South Africa, 12 years in Ireland & the UK and 6 years in 

China.  

http://www.prescient.co.za/

