
ADMINISTRATION IN SOUTH AFRICA 

In April 2015, the South African Financial Services Board (“FSB”) released Board Notice 52, 

declaring all hedge funds to be regulated hedge funds, falling under the Collective 

Investment Schemes Control Act (Act 45 of 2002) (“CISCA”).  

A collective investment scheme (“CIS”) can be described as an investment product that 

allows many different investors to pool their money into a portfolio. Unit trusts were the first 

collective investment scheme to be offered to investors in South Africa. Hedge Fund 

Managers, needing to comply with CISCA were now required to either register for their own 

Management Company (a registered Management Company as defined under CISCA, 

section 42) or to platform with an existing Management Company under a co-naming white 

label arrangement. All Hedge Funds needed to register as a regulated hedge fund by 30 

September 2015, choosing to register as either a retail or qualified fund structure. From the 

end of 2015 to date, declared regulated hedge funds have begun transitioning to the new 

regulatory structures. South Africa’s hedge fund industry is currently in a state of transition. 

A significant amount of the existing hedge funds went the route of registering as a qualified 

hedge fund. 

However, there is newly sparked interest coming from Fund Managers coming into the retail 

space, which may increase the amount of retail hedge fund products open to the general 

public. Retail investors could now enter hedge fund structures, attracted to brand name 

hedge fund managers, known platforms and to new opportunities previously not made 

available. Retail investors, although requiring smaller minimums than the required one 

million rands (R1 million) investor requirement for qualified hedge fund investors, are now 

able to invest. This also encourages the more traditional Fund Managers to register and offer 

more alternative products than the more traditional unit trusts. There are also opportunities 

now for linked investment service providers (“LISPs”) to also attract hedge funds onto their 

distribution lists to further diversify investor choices. Previous more traditional based 

administrators, risk providers, compliance offers and legal advisors are also expected to gain 

from the announcement of regulated hedge funds. 
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ADAPTATION CHALLENGES 

1. To provide daily up to date data

The face of hedge fund administration needed to adapt the pending regulatory environment. 

Too often Administrators, in valuing monthly dealing hedge funds, were used to catching up 

trade and profit and loss data towards the end of a given month as part of their monthly hard 

NAV process and were not focussed on pure daily soft pricing (reconciling cash, positions, 

trades on a daily basis with NAV based fee calculations). With the proliferation of the new 

regulated hedge funds, even if that hedge fund structure consists of monthly dealing investor 

price points, under the CISCA environment various other stakeholders need daily up to date 

data, in terms of decision making (fund manager), compliance and risk management. This 

will lead to more accurate daily priced funds even if the fund does not deal daily. 

2. To enhance hedge fund risk management and compliance

Under Board Notice 52, daily compliance checking needs to be performed for all regulated 

hedge funds, requiring daily reconciled data on positions, cash, exposures and 

counterparties. In offering a regulated hedge fund, the Management Company needs to 

ensure that they either provide daily compliance and risk management functions (including 

the use of a suitable administrator capable of providing daily accounting data) or platform to 

allow these functions to be suitably performed under a platform arrangement. 

3. To known platforms

The rise of regulated hedge fund platforms in South Africa has started from the 

announcement of regulated hedge funds. Platforms need to offer smart outsourced 

arrangements in terms of administration, approved counterparties like prime brokers, 

trustees and risk providers. Platforms also need to ensure a daily Net Asset Value 

processing model occurs with their outsourced administrators enabling daily reconciliations 

on the overall NAV, prime broker, counterparty, cash and positions in real time. Not only 

must the platform give the Hedge Fund up to date performance data who in turn can use this 

information for real-time decision making, it needs to make this data available for 

stakeholders in the value chain on a daily basis, notwithstanding ensuring regulatory 

compliance in terms of CISCA, at all times. 

Ends 
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About Prescient 

 Prescient’s subsidiaries include: Prescient Investment Management (SA), Prescient

Securities, Prescient Management Company, Prescient Life, Prescient Fund

Services, Prescient Fund Services (Ireland) Prescient Wealth Management,

Prescient Profile, and EMHPrescient Investment Management.

 Prescient Investment Management is a signatory to the United Nations Principles of

Responsible Investing (UN PRI) and pledged to the Codes for Responsible Investing

in South Africa (CRISA).

 The Prescient Global Income Fund, now known as the Prescient Global Income

Provider Fund, was ranked by Morningstar as the 7th top performing fund for 2015.

 More recently, the Prescient Income Provider Fund won the Raging Bull Award

for the Best South African Multi-Asset Income Fund, Best South African

Interest-Bearing Fund as well as a certificate for the Best South African Multi-

Asset Income Fund on a risk – adjusted basis over five years to December 31,

2016. 

 Morningstar data also confirmed that The Prescient China Balanced Feeder Fund

has been the top performing South African domiciled fund for the second year in a

row.

 Prescient Investment Management was the first institution in Africa to be granted a

Qualified Foreign Institutional Investor (QFII) licence by the China Securities

Regulatory Commission (CSRC).

 Prescient Investment Management was named Overall Investments/Asset Manager

of the Year at the Imbasa Yegolide Awards 2011, Absolute Return Manager of the

Year in 2013 and Bond Manager of the Year and Responsible Service Provider of the

Year in 2015.

 The full details and basis of the award can be obtained from the fund manager.
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 For any additional information such as fund prices, brochures and application forms, 

email info@prescient.co.za or visit www.prescient.co.za 

 Prescient Investment Management Ltd, is an authorised financial services provider 

(FSP 612). Collective Investment Schemes in Securities (CIS) should be considered 

as medium to long-term investments. The value may go up as well as down and past 

performance is not necessarily a guide to future performance. CIS’s are traded at the 

ruling price and can engage in scrip lending and borrowing. Performance has been 

calculated using net NAV to NAV numbers with income reinvested. There is no 

guarantee in respect of capital or returns in a portfolio. Prescient Management 

Company (RF) (Pty) Ltd is registered and approved under the Collective Investment 

Schemes Control Act (No.45 of 2002). For any additional information such as fund 

prices, fees, brochures, minimum disclosure documents and application forms please 

go to www.prescient.co.za 
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