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Dear Member,
Welcome to the 4th edition of the Prescient Retirement Funds
newsletter.
While I was writing to you at the start of this year, I was amazed at the
global disasters that had already occurred during the first three weeks
of 2020. It’s a mere six months later, and just look at what has happened
since. The world and our perceptions of ‘normal’ have changed forever.
One of the biggest lessons the COVID-19 pandemic has taught us is that
the smallest thing can have a huge impact on your financial situation.
Now more than ever, it’s clear that the future is uncertain, and we have to
be able to adapt to a changing environment. This means our investments
must be able to continue to deliver sustainable returns that will ensure
that we can retire comfortably, despite radical changes happening
around us.
Helena Swart,
Independent Principal
Officer, Prescient
Retirement Funds

“

Now more than
ever, it’s clear
that the future is
uncertain, and we
have to be able to
adapt to a changing
environment

We encourage you to review your investment portfolio regularly and to
seek financial advice should you need it.
This newsletter includes:
•
•
•

An article on the importance of assessing whether you’ll have
enough money at retirement.
Information about the Prescient Foundation, its activities and how
you can get involved.
The latest market commentary and world economic outlook.

Happy reading!
Kind regards,

Helena

“
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DO I HAVE ENOUGH?
Given the current turmoil in markets caused by COVID-19 and the downgrade
of South Africa’s sovereign and bank debt over the past two months, retirement
is probably the furthest thing from anyone’s mind. The fall in members’ values in
defined contribution funds and retirement annuities over the past few months
has possibly even swayed members to push out their planned retirement date
as far as possible.
Retirement is considered to be one of the ten most stressful events in life,
because of the magnitude of the decisions that are necessary when you enter
this stage. One of the questions financial advisors are asked most often by their
clients is whether or not they have enough capital to retire. The industry has
been debating this question for decades and many methods and approaches
have been devised to produce the best answer.
Esmarie Strydom,
Independent Trustee,
Prescient Retirement
Funds

There is the so-called 4% rule, which says that if you can live off 4% of your total
accumulated retirement capital per annum, you have enough. You need to add
up all of your retirement savings – be it in your employer’s offered pension fund,
your retirement annuities, your share portfolio or any other savings. Assume
you’ve saved up R3 million: the rule says that if you can live off R120 000 per
annum or R10 000 per month (R3 million x 4% = R120 000), you
have enough.
On the flip side, if you have an amount in mind that will cover your annual living
costs, you need to multiply that with 25. In the previous example, we used an
annual amount of R120 000. If you multiply that with 25, the answer is
R3 million.
Another approach is the estimation that you’ll need at least 70% of your preretirement monthly income to maintain the same standard of living once you’re
no longer earning a salary. Or look at it this way: you’ll need at least 15 times your
last annual salary saved up at the time of your retirement. Regardless of which
calculation you choose to use, these numbers are eye-wateringly high and the
sad reality is that we generally only pay attention to them when we’re close to
retirement age. It really pays to start planning early to ensure a
happy retirement.
If you’re considering retirement from the Fund of which you are a member and
need advice about your post-retirement decisions, consult your financial advisor,
or email retirement@prescient.co.za and request information on your options. 

SEPT 2020

2

Retirement Funds

Newsletter
WE TAKE THE SAYING ‘CHARITY BEGINS AT
HOME’ TO HEART
The Prescient Foundation originally started as an initiative to assist staff working
for the Prescient Group to access housing. A decade later, that support has
expanded to include bursaries, school infrastructure and improving educational
outcomes at school level.
The Foundation is the vehicle through which the Prescient Group directs its
commitment to sustainable development. All programmes supported by the
Foundation reinforce the Prescient Group’s corporate philosophy of embracing
the mutually reinforcing values of commercial success and empowerment. We
contribute time, funds and expertise to improving the circumstances of those
we support. Ultimately, we want to contribute to creating a better society for all.

Nicole Wentzel,
Chief Executive Officer,
Prescient Foundation

The Foundation is funded by the Prescient Group’s subsidiaries, who donate a
percentage of their profits each year, as well as through fundraising activities.
The Foundation’s sustainability and grant-making ability are bolstered by the
fact that it can own shares in new business initiatives and companies. The
shareholding pays dividends to the Foundation, which supplements its income
and enhances the Foundation’s sustainability and ability to support projects.
Communities benefitting from programmes are located in districts that include
Retreat, Steenberg, Capricorn, Westlake, Fish Hoek, Lavender Hill, Ocean View,
Khayelitsha, Langa, Nyanga, West Coast and Graaff-Reinet.

SOME OF THE FOUNDATION’S CURRENT PROJECTS
COVID-19 relief efforts
In addition to Prescient’s contribution to the Solidarity Fund, the Foundation
has selected a number of charities in our local community to support during the
COVID-19 pandemic. These include St Anne’s Home, Ladles of Love, iThemba
School, MasiCorp and Home from Home. Prescient staff were encouraged
to make donations to these charities during the lockdown which were then
matched by the Foundation.

School support programme
This initiative focusses on providing support for structural improvements,
maintenance to physical buildings and the wellbeing of learners. On the left are
some of the learners who participate in Prescient’s programme at Laerskool
Paul Greyling in Fish Hoek. The learners are fully funded and provided with
transport, stationery, aftercare facilities, food and uniforms.
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Bursaries and individual support
A programme aimed at supporting promising learners who live in communities
where the quality of education is severely compromised due to various social
factors. On the left are some of the learners on our scholarship programme.

Leadership programme
The Foundation’s leadership programme is aimed at building future leaders by
equipping learners from various schools with skills and knowledge to effectively
deal with and manage challenges faced in their schools and/or communities.
The programme has been running for more than five years and includes school
talks, an annual leadership camp, three seminars and a summit to conclude the
year. Each seminar and the summit include over 100 learners from
several schools.
For more information or to help make a difference to those in need,
please contact Nicole Wentzel on foundation@prescient.co.za
The Prescient Foundation is incorporated as an approved Non-Profit Company
(Reg. number 2004/034082/08), as defined in the Companies Act
[no 71 of 2008]. It is registered as a Public Benefit Organisation (PB)
(PBO no 930022417) in terms of the Income Tax Act [no 58 of 1962] and is,
therefore, tax-exempt. 
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MARKETS KEPT MARCHING TO THE BEAT OF
GLOBAL CENTRAL BANK POLICIES, ADDING
DECENT PERFORMANCE – BUT ARE THE POLICIES
SUSTAINABLE, AND AT WHAT COST DO THEY COME?
Strong month for global equity markets and global central
bank policies.

Nicholas Kinghorn,
CFA, Product Manager,
Prescient Investment
Management

The relentless buying activity seen in global equity markets since the massive
coronavirus-induced panic selling in March continued last month, with no end
in sight. As such, the MSCI World and MSCI Emerging Markets Indices added
6.53% and 2.09% in August alone. Quarter to date, these indices ended the
month 11.52% and 10.69% up respectively. In a similar vein, the S&P 500, FTSE
100, DAX and CAC 40 Indices rose by 7.01%, 1.16%, 5.13% and 3.42% respectively
last month. Demand for Brent crude oil was also on the rise as businesses and
economies started opening up and getting back to business as usual. August
was the fifth consecutive month of rising prices as Brent crude oil closed 4.04%
higher at USD45.28/bbl.
Global central banks have become extremely accommodative in an effort to
cushion economies from the adverse effects of enforced lockdowns due to the
COVID-19 pandemic. This is the biggest force propelling global equity markets.
To this end, Fed Chairman Jerome Powell revealed a historic monetary policy
shift at the Jackson Hole Economic Symposium in Wyoming in the US last
month. The Fed will adopt an average inflation target of 2.0% over a period of
time. Up until then, the Fed had an absolute inflation target of 2.0%. Since the
global financial crisis back in 2008, US inflation has been below this level more
often than not. The pandemic and massive slowdown that followed saw US
inflation fall even further below the target.
Once things start to recover, the policy shift means the Fed will be less reluctant
to hike US interest rates in an attempt to steer inflation towards 2.0%. They will
therefore allow inflation to run above 2.0% for a period of time, which in effect
would see inflation average at 2.0%, considering US price levels are currently
below the target. This is an effort to buoy the US economy and employment
market, and most other global markets were positively impacted as a result.
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COVID-19 jitters.

“

The lack of control
of infections
means citizens will
remain cautious.
This is partially
a good sign, as
social distancing
should ensure the
slowdown of
the spread

“
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COVID-19 infections are still a daily concern around the world. In fact, India last
month recorded the highest number of daily infections of over seventry eight
thousand, which surpassed the previous record posted by the US. Globally,
more than 25.3 million COVID-19 cases have been recorded, with the number
growing steadily. In Europe, pockets of infections are becoming a reality, as
are lockdowns in certain areas. For example, the UK implemented a 14-day
quarantine period for holidaymakers returning home from many EU holiday
destinations last month – which dropped the UK and EU airline and hospitality
industries back into hot water. Apart from this, infections around the globe kept
increasing, signalling that additional lockdowns could be imposed at any time.
On the one hand, this is terrible for industries and businesses as it hampers their
planning. On the other hand, the lack of control of infections means citizens will
remain cautious. This is partially a good sign, as social distancing should ensure
the slowdown of the spread. However, it should also mean that shopping malls
will remain emptier than usual, as people fear getting infected. Similarly, largescale purchases like cars might be placed on the backburner, which doesn’t
bode well for the global economy.

US and China trade policy uncertainty.
For quite a while, US President Donald Trump has been blaming China for the
coronavirus and their inability to stop its spread globally. Added to this, the
already strained diplomatic relations between the US and China took a turn for
the worse when Trump issued executive orders banning any US transactions on
Chinese apps TikTok and WeChat, which are owned by ByteDance (a Beijingbased tech company) and Tencent. Fears over China’s response ensued. It’s
worth remembering that China ordered the closure of a US embassy in China
following the US closing a Chinese embassy in Houston – after labelling it a
hotbed of spying activity in July. This all made for a nervous period in global
markets, as further trade talks between the two nations were imminent.
These talks were agreed upon back in January, when the “phase one” trade deal
was signed, bringing an end to damaging, restrictive trade policies between
the two global powerhouses. The talks were set for roughly six months after
the deal was signed, and it was basically a meeting to see if both parties were
adhering to the initial agreement. Many argued that the “phase one” deal was
unrealistic, as it would be near impossible for China to up their purchases of
US exports to the extent agreed upon. COVID-19 definitely did this no favours,
since China has thus far purchased less than half the stipulated amounts. On the
other hand, Beijing must undoubtedly have been disgruntled by the way the
Trump administration added Chinese companies to economic blacklists. But
would both parties scrap the “phase one” trade deal at a time when COVID-19
lockdowns caused severe strain on the global economy? Surely common sense
would prevail, right?

6

Retirement Funds

Newsletter
In the end, it did, and news flow from a video conference between senior US
and Chinese trade officials was positive. Moreover, both parties are happy with
the progress made and will be sticking to the deal going forward. This definitely
influenced both the US and Chinese equity markets last month.

Political storm brewing within the African National
Congress (ANC).

“

The pandemic
has brought on a
massive slowdown
in global economic
growth and the
South African
economy is no
exception

“
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As we already know, the pandemic has brought on a massive slowdown in
global economic growth and the South African economy is no exception.
Unfortunately, it also ignited an all-too-familiar issue which has plagued SA’s
ruling party for more than a decade. Corruption allegations in the news came
in the form of massive Personal Protective Equipment (PPE) tenders being
awarded to politically connected people. Worse yet, it seems that the tenders
went to individuals with no prior PPE knowledge or experience, which brings
into question how the tenders were awarded to them in the first place. In light of
the allegations, the National Executive Committee (NEC) of the African National
Congress (ANC) held a meeting last month to discuss these issues. Part of the
discussion was a proposal that any ANC member implicated in this matter
should stand down while being investigated. President Cyril Ramaphosa talked
about this in the media and urged ANC members in an open letter to take a
strong stand on corruption.
The ANC is a deeply divided political party with pro-Ramaphosa and antiRamaphosa members pretty much split down the middle. Because of this, his
comments and letter were met with a considerable backlash. Former President
Jacob Zuma also responded with a rebuttal letter, calling for Ramaphosa to
stand down as president and explain how he obtained his election campaign
donations back in 2017. (As an aside, this campaign resulted in Ramaphosa
being elected as president by the skin of his teeth.) All this made the outcome
of the NEC’s meeting very interesting, as it would give an indication to
which faction the ANC is evolving. As it turned out, the NEC decided that
ANC members charged with corruption or other crimes should step aside
immediately. There was also talk that Ramaphosa would reshuffle his cabinet,
which was a reminder of his power. On the whole, Ramaphosa walked away
from the NEC meeting in a position of strength, which was positive.
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Easing of the lockdown to Level 2.
The severity of SA’s lockdown was eased last month, which is promising news
for the economy. The Department of Health announced a significant slowdown
in COVID-19 infections and SA moved from Level 3 to the less strict Level 2.
The Department also reported that SA’s recovery rate was more than 80%. As
such, interprovincial travel, accommodation and hospitality, as well as the sale of
tobacco and alcohol products are allowed (albeit with restrictions). Ramaphosa
added that the government is working on an urgent economic recovery
programme and that more announcements will be forthcoming in the
coming weeks.

Eskom load shedding bad news for the SA economy.
As companies and businesses dusted off the cobwebs and moved even closer
to normality, Eskom poured cold water on the prospects of the SA economy
recovering at the rate that it should. Moreover, many who lost their jobs during
the bad times a few months ago were probably hoping to be reemployed by
now. Eskom’s inability to provide a stable electricity supply puts a spanner in
the works for them. The last thing the country needs is a constrained electricity
supply, which is unfortunately what’s happening. It doesn’t bode well for SA’s
growth recovery attempts and places an unfortunate strain on the whole
economic system.

Summary of Asset Allocation
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Final thought.
The S&P 500 Index broke into new all-time highs last month while at the same
time, the latest US GDP print for July showed the US economy contracted by a
whopping -32.9% y/y in July. This was the worst GDP figure on record. As far as
the disconnect between the US economy and the stock market is concerned,
there have been differences historically, but definitely not to this extent. It makes
one wonder whether global equity markets have lost touch with reality.
Firstly, extreme accommodativeness by global central banks has resulted in easy
cash and a rise in leverage, which is dangerous. Whether the central banks have
dug themselves into a hole too deep to get out of is anyone’s guess. Secondly,
the Trump administration cut US corporate taxes, which increased personal
net earnings. If Biden becomes the new US president, he may add normality to
the US tax policy, which is another potential hiccup on the horizon. Finally, the
massive rise in inflows to passive funds may have distorted the efficiency of
global equity markets. Equity trading is becoming more and more dependent
on whether a stock is present in an index and less dependent on the company’s
fundamentals, which is also worrying.
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Another potential risk factor on the horizon is a rising inflationary environment
in time to come. With the Fed allowing the US economy to run hotter than
usual, the question becomes whether companies can pass through higher
inflation costs to customers. Certain industries are better positioned for this,
like oil and gas companies. Others will unfortunately need to take the knock
of higher inflation. Similarly, companies with a hefty amount of debt on their
balance sheet might begin to take strain down the line. The tech sector has
benefitted significantly from the current state of affairs globally – their products
fit the global lockdown-enforced demand like a glove. This sector normally has
a decent amount of start-ups who have been traditionally heavily reliant on debt
financing to get off the ground. Higher inflation and interest rates could spell
danger for them down the line. Concurrently, demand for inflation hedges like
gold should be on the rise. Gold ended August 10.47% higher quarter to date at
USD1958/ounce.
The run-up to the US elections in November should keep investors on the edge
of their seats. Chances are more below-the-belt political shenanigans could
creep in, especially if polls continue to suggest that Trump is losing ground in
the race. Desperate times call for desperate measures, so anything is possible.
Locally, the political situation in the ANC will also create a few jitters. For now,
Ramaphosa seems to be in a strong position, but the anti-Rampahosa faction
in the ANC won’t give up that easily, so it will be interesting to see how the
saga unfolds. In light of this, we will continue to place risk management at
the forefront of our investment decisions in our quest to obtain superior riskadjusted performance.

The Prescient Economic Indicator (PEI) is estimated by statistical models that filter the noise
from a wide range of daily macroeconomic data releases. It thereby extracts one single number
that reflects the state of the overall economy at any point in time. This allows us to have a daily
estimate of the current economic environment across the globe. The indicator is constructed
from roughly 50-100 individual economic variables for each country, including hard numbers
like retail sales, manufacturing, industrial production, electricity consumption, employment etc.;
and soft-survey data like PMIs, consumer sentiment, investor sentiment etc. The benefit of this
approach is that we avoid overreacting to individual data releases, and rather put each data
release into a broader context which reflects the overall trend of the economy.
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