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10(0) YEARS
“There is no passion to be found playing small in settling for a life that is less than the one you are
capable of living”.
As we put to bed our tenth edition of BEE.conomics, we

that entrench the sustainability of the sector. In doing

celebrated our founding father Nelson Rolihlahla

so, we give meaning to Madiba’s words; “a good head

Mandela’s 100th birthday. His sentiment; “it always

and good heart are always a formidable combination”.

seems impossible until it’s done”, rings both loud and
true for this edition. In 2009 there were 14 black asset
management companies who collectively managed
R91.4 billion of the savings and investments sector in
South Africa. Today that number has risen to 48 firms
managing a total of R490.3 billion. Black asset management firms have walked a long way and climbed many
hills in their struggle for a diversified, inclusive, high
performing and low risk sector. The asset management
firms in our inaugural edition now have long track

While the more things change, the more things stay the
same captures the findings of this year’s publication;
with access to markets, capital and structural impediments continuing to hinder progress. If we are to cast
a long shadow on South Africa’s transformation, than
we need to continue placing these items on our national
agenda. This is no easy task, it is a responsibility and
requirement of us to continue working tirelessly to
provide value for our clients, our staff and our society.

records that demonstrate their capabilities, creativity

This tenth BEE.conomics edition reminds us that we

and their positive impact on the broader economy.

need to increase the pressure for structural change in

At 27four we believe in data-driven decision making.
Consequently, we believe that transformation of the
financial services sector and the country should be
measured in meaningful and substantive ways. We do
not only count the number of firms that are more than
51% black owned, but whether the transformation of
the sector is also deep. We not only ‘let our own light
shine’ but also look for evidence on the opportunities

our sector, that we need to intensify our commitment
to enhancing financial literacy in our communities, that
we need to strengthen our staff development programmes, that we need to invest in the entire value chain to
amplify our impact. Madiba captures our tasks for the
coming year; “there is no passion to be found playing
small - in settling for a life that is less than the one you
are capable of living”.

that our companies consciously give to others in ways

“it always seems impossible until it’s done”
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FOREWORD
by SIBONGISENI MBATHA
President of the Association
of Black Securities and
Investment Professionals
(ABSIP)

2018 is a defining year for the financial sector. It is a

the structural weaknesses of the savings and investments

year during which the 2nd Nedlac Financial Sector

industry thereby contributing to a better understanding

Summit will be held. The 1st historic Financial Sector

of the subsector and the identification of mechanisms

Summit was held 16 years ago in 2002. The 2002 Summit

to promote a more inclusive industry. Notwithstanding

focussed on increasing and improving financial services

that we still have a long way to go, evidence of normali-

to all South Africans, promote savings, make develop-

sation of the subsector is evident from the year on year

mental investments and address the concentration and

improvements seen since inception of the survey 10

skewed racial ownership of the sector. Preparation for

years ago.

the 2018 Summit provided stakeholders the opportunity
to evaluate whether the commitments made in 2002
have been achieved and if not understand why they
have not been realised. This however turned out to be
an extremely frustrating exercise due to the lack of valid
and reliable data on the sector and the absence of a
monitoring and evaluation system. Not being able to
objectively explore the structural shifts in the sector or
its impact on business, civil society and ordinary South
Africans makes it difficult to formulate sound policies.
The consequential risks of such shortcomings are that

A similar effort as that undertaken by 27four in the asset
management industry should be undertaken for the
financial sector as a whole. This will allow stakeholders
to identify what is working and what is not and address
deficiencies constructively free of rhetoric and influence.
A high priority for the financial sector should be that of
giving back, for all investors to invest back into the South
African economy and help remove those blockages that
impede economic growth and to help meet the USD
100 bn investment target called for by our President.

policy formulation could be hijacked by a combination

ABSIP supports all initiatives undertaken by industry

of fear, ideology and the influences of the most powerful

participants to promote a safer and inclusive sector,

stakeholders.

one that is globally competitive, sustainable and which

This year is also a memorable year as we celebrate the
10th edition of the BEE.conomics Transformation in

positively contributes to the growth and development
of the South African economy.

South African Asset Management Survey. For the past
10 years the survey has tracked the performance and
progress of transformation in the asset management
sector. It has over the years raised significant awareness
around the plight of black participation and highlighted
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SUMMARY OF FINDINGS

48
243%
number of black asset managers

growth in the number
of black asset managers
since 2009

15

number of firms
greater than 10
years old

R490.3 Billion

total industry assets managed by black asset managers

R8.7 Trillion

size of the overall savings and investments
industry in South Africa

R5 Trillion
total size of industry assets
available for management
by private sector asset
managers

10%
10 84%
1 30%

of assets available for management
by private sector asset managers are
managed by black firms

23
4

number of firms less than five years old

number of recorded business failures in
the last 12 months

firms manage

firm manages

of the R490.3 Billion

of the R490.3 Billion

Gauteng

remains the dominant location for black firms

5

46%

14

50%

is the main focus area for majority of private
equity managers

of firms - largest client
accounts for more than
40% of AuM

of firms have 5 or fewer
clients making up over
80% of AuM

96%

of industry assets come from
institutional investors

Taquanta Asset Managers
manages the most institutional assets

Vunani Fund Managers

number of
private equity
manager
respondents

R0.5 - R1 Billion
typical private equity fund target size

100%

3

of private equity
firms provide
limited partners
with co-investment
rights alongside
them

number of
private equity
firms that
have done
over 10
deals

manages the most retail assets

2
16
60%

number of private equity
firms who have fully exited
a fund

SA Active Equity
where majority of industry mandates reside

SA Money Market

number of active private
equity funds
of private equity
firms look to take
controlling stakes in
portfolio companies

had the largest year on year growth

Government Pension Funds

1%

largest source of private equity AuM at 24%
of total industry
assets invested
in private equity

99%

size of private
equity assets
sourced
domestically
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10
65%
58%
31%
42%
8%
19%
48%

number of firms that are
signatories to the UN
Principles for Responsible
Investment

of firms endorse the Code
for Responsible Investing in
South Africa

of firms make
their ESG policies
publicly available

of firms have
in-house
dedicated ESG
experts

of firms have
proxy voting
policies in
place

of firms make their voting
decisions public

of firms measure
investment impact
against the Sustainable
Development Goals

69%
60%
85%
81%
17%
81%
69%

of firms support the view
that compliance with the
FSC should be a condition
of licensing

of firms think
that appropriate
targets should be
set in the FSC for
asset managers and
asset consultants

of firms support the view that
the B-BBEE Scorecard for
Retirement Funds become
compulsory

of firms believe that the
FSC Council has been effective
in monitoring and reporting
on B-BBEE compliance

of firms believe that
government does not give
concerted attention to
reducing the high levels of
oligopoly in the financial
sector
of firms think that
sponsored
umbrella funds
limit the inclusion
of black-owned
asset manager
products

of firms collaborate with
industry participants on
ESG issues

85%
2009

of firms believe
that the current
B-BBEE targets
under the FSC are
at the right levels

77%

of firms support the DTI’s
proposal that by 2019 state assets
must be managed by asset
management entities that are at
least 51% black-owned
of firms believe that some regulations have the unintended
effect of increasing the barriers
to entry and impede the growth
of emerging black enterprises
within the financial sector
7

563
49%
18%
131
46%

total number
of people
employed by
the industry

total women
representation in the
industry

of portfolio
managers
are women

number of portfolio
managers with more than
5 years of experience in
money management

of firms –
founders hold
more than 75%
economic
interest

92%

of firms use an external compliance
officer

ICS

most preferred external compliance officer

Deloitte
most preferred external
auditor

79%

of firms use an external and
independent fund administrator

number of employees that hold
equity in 73% of firms

Maitland Fund Services
most preferred external administrator

Personal Finance
dominant source of start-up capital for 69%
of firms

41%

of firms spend less
than 1% of revenue
on staff professional
development

Camargue

most preferred insurance provider

31%
25%

of firms’ compliance
policies are accessible
on their websites

of external service providers
used are Level 1 B-BBEE
contributors

8

ABSIP

38%
52%
21%
<1%

preferred industry body
for participation

of firms regularly publish
research articles of
interest

of firms hold at
least one investor
roadshow per
annum

of firms have
won industry
awards for
performance

of turnover is spent on
advertising by 50% of firms

83%
17%
22
72
<1%

of firms depend on
direct relationships
to build AuM

of firms have
global institutions
as clients

firms offer unit trusts

out of 1 584 unit trusts
are managed by black
firms

of unit trust industry
is managed by black
firms

Print Media
dominant medium used to grow brand awareness

68%

of firms have fully functional websites

32%

of firms’ CIS portfolios are available
on LISPS

Momentum and Glacier
most dominant LISPS providing access

Investment Performance

Africa Collective Investments

largest brand recognition
driver for 96% of firms

preferred co-naming Manco partner

35%

of firms are aspiring to
become household
brands

0
2

number of black owned LISPS

number of firms offering UCITS
compliant products

9

96%
54%
52%

2018

of firms have either a Level
1 or Level 2 B-BBEE
contributor
status

1

2

of firms applied the
Amended FSC of 2017

of firms are
classified as
EMEs

63%
33%
60%
88
13%
14
77%

of firms are profitable

35%
13%
48%
19%
27%
44%
67%
35%

of firms are
classified as
QSFIs

of firms are classified as Generic

of firms are more than 50%
black-women owned

of firms participate
in the Youth
Employment
Scheme

of firms have supplier development
programmes in place

of firms have skills
development programmes
in place

of firms submit annual
progress reports to the
FSC Council

of firms contributed to the
fiscus in the last financial
year

new jobs were
created in the
industry over
the past 12
months

of firms are more than 90%
black-owned

of firms procured less than
25% of services from
suppliers that have a Level
1 or 2 B-BBEE rating

of firms have delivered
3 consecutive years of
positive NPAT

1

2

firms make a contribution
towards financial literacy and
education programmes

of firms spend less than 1% on corporate social
investment
10
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INTRODUCTION
When our first BEE.conomics Transformation in South African Asset Management survey
was launched in 2009, Jacob Zuma was inaugurated as President of South Africa and the global
economy was kick-starting its recovery following the global financial crisis of 2008. A turbulent
decade later we celebrate this special edition of the survey at a turning point for South Africa
where every effort is being made to usher in a new dawn under the leadership of President
Cyril Ramaphosa; this after years of low growth and policy uncertainty. Consequently our theme
for this year is to heed the call of our President for an economic renewal, to pick-up the pieces
and work tirelessly together to position our economy on a trajectory of growth and shared
prosperity for all.

A decade of change
Having published the survey each year for the last 10

to play an instrumental role in drawing attention to the

years has provided us with an abundance of data to

barriers that prevent the attainment of such a vision

draw conclusive evidence of what works and what is

through our research think tank and through our fervent

not working in the asset management subsector. Whilst

participation in policy formulation which seeks to

some gains have been made in relation to transforma-

encourage informed debate on financial sector issues.

tion as is observed in our findings there remain many
structural constraints that suppress expansive growth
and meaningful participation by all in the sector and
the economy. Therefore our vision to achieve an
inclusive, competitive, sustainable and fair sector which
positively contributes to growth and development

• Industry benchmark. The survey has earned its
position as the foremost source of reliable data on
transformation trends in the asset management
subsector. It is widely referenced by asset owners,
asset consultants, asset managers and policy makers.

requires our collective effort. BEE.conomics will continue
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• Raising awareness. Industry stakeholders have

• The New Insurance Act which came into effect on

become much more responsive to the struggles faced

1 July 2018 included provisions on the promotion of

by independent black firms within the financial sector.

broad-based transformation of the insurance sector.

• Policy influence. Active industry wide engagements
on the promotion of financial inclusivity leads to better
societal outcomes:

It is becoming increasingly difficult for asset owners,
large financial sector institutions and financial sector
policy makers to make decisions without considering

• The inclusion of Black Business Growth Funding

their transformational and societal impact; unlike in the

as well as the inclusion of the Retirement Fund

past where many decisions made were inadvertently

B-BBEE Scorecard in the Amended Financial Sector

exclusionary.

Code of 2017 is a direct outcome of our collective
efforts.

What you should look out for?

A good read

• Q&A with the Chairperson of the Standing
Committee on Finance (SCOF)

1. Catalyst for Growth and Job Creation
We take a look at how investing in Private Equity in

SCOF and the Portfolio Committee on Trade and

South Africa can be a tool to boost economic growth

Industry held public hearings on the transformation

and deliver performance ahead of JSE listed

of the financial sector in March and May 2017. The

companies.

Committees subsequently released a 1st report on
the transformation of the financial sector in November

2. Remuneration and Incentivisation in Asset
Management

2017. We spoke to the Chairperson of SCOF on why

This piece highlights how important the compensation

the hearings were held, key recommendations made

of key investment professionals is to the growth and

and how he thinks the sector should be positioned

sustainability of an asset management business.

for the future.
• Financial Sector Regulation

3. The Millenial Perspective on Transformation
To gain a millennial perspective on transformation

One of the issues raised by the Committees in the

we spoke to six tertiary students from different parts

report is that government is passing legislation to

of the country on the kinds of shifts they would like

meet more the needs of international regulators and

to see to achieve a better future for all.

global standards rather than ensuring that it address-

4. Conversations with the Managers

ed domestic concerns. For this reason we included a

We spoke to seven participants on their personal

new section entitled “Financial Sector Regulation”.

journeys and what it takes to grow successful asset

The resultant output provides valuable insight on

management businesses.

respondents views on competition, licensing and
B-BBEE legislation.

5. BlackRock, ABSIP, 27four Roundtable
We brought together some of the recent attendees
of the BlackRock Educational Academy for a
roundtable discussion to share their experiences
with us.
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#10
What you will discover?
The survey provides the most comprehensive review of

Methodology used to present our
findings

the industry, covers a wide range of subjects, includes

• The design of the questionnaire that survey partici-

expert commentary, key trends from recent years,

pants complete is based on in-depth industry research

historical statistics, league tables and results. The study

conducted by our investment team.

offers exclusive insight into the latest developments
affecting the industry. Our meticulous checks and
balances ensure reliability and provide credibility and

• Investment managers are invited to complete the
questionnaire online.

integrity to our findings. We urge that readers carefully

• The output is presented in the form of graphs and

analyse and contextualise our findings and apply sense

tables and expert commentary and opinion is

and judgement when making reference to our results.

provided by our investment team.
• Outcomes are presented per category. Participating

Criteria for participation in the survey

firm profiles are provided in the last section of this
report.

An invitation was extended to fund managers that meet
the following minimum criteria:
a) minimum of 50% black ownership with accompanying
voting rights and
b) minimum of 50% black representation at board level
and

• Participation in the survey is entirely voluntary.
All the information presented in this survey is as at
30 June 2018.

Thank you

c) minimum of 50% black individuals in senior fund

We thank all the respondents and contributors for your

management positions where black is defined as

valuable time and input. To the research and branding

per the dti Codes of Good Practice.

teams at 27four, thank you for your unwavering
commitment towards improving the standard of this

Where managers no longer meet any of the above

publication year after year.

criteria they will exit the survey. The universe of
managers invited included conventional long-only
managers (across all asset classes), hedge fund managers
and private equity managers.
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History
of the survey

2009
Maiden survey launched.
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Q&A
with MR YUNUS
ISMAIL CARRIM
Member of the National Assembly,
Chairperson of the Standing Committee
on Finance
PRELUDE
The Standing Committee on Finance (SCOF) and the Portfolio Committee on Trade and Industry (PCTI) held public hearings
on the transformation of the financial sector in March and May 2017. The Committees subsequently released a 1st report
on the transformation of the financial sector in November 2017. We spoke to the Chairperson of SCOF on why the hearings
were held, key recommendations made and how he thinks the sector should be positioned for the future.

Question 1

African and more generally black stakeholders in the

Why did Parliament hold public hearings on the state of

financial sector. They felt that the Bill did not go far

transformation in the financial sector?

enough, that Treasury [National] was not being as
transformative as it could be. More specifically, they

Answer

said that the Treasury [National] was influenced far

For four reasons:

too much by the need to meet global regulations and
standards rather than addressing the domestic

1. Firstly, the National Treasury was shaping a new

challenges we have around racial and class exclusion.

financial system for the country. Some commentators
said it was the most significant change since 1922. I

3. Thirdly, ourselves as MPs [Members of Parliament]

am not sure that, that is accurate, but in some or

and myself as the Chair in particular, were receiving

other measure it was clear that we were moving

complaints from individual citizens who in some or

towards a significantly new model altogether. Taking

other way were affected by the financial sector, either

into account the 2008 global financial and economic

as individual clients or as businesses or as people

crisis that affected most parts of the globe, Treasury

seeking to enter the economic space and who could

[National] presented a model [Twin Peaks] that would

not secure the loans necessary to give them that

seek to ultimately protect the depositors of banks

opportunity or who felt for several other reasons that

and policy holders of insurance companies and

they were being excluded on racial grounds for

generally serve the needs and interests of the lower

services the financial institutions should be providing

income earners and the poor and disadvantaged. It

to all applicants who met the minimum criteria.

was meant to be transformative.
4. Fourthly, there were also objections to the Financial
2. Secondly, the first Bill that we had to process in this

Intelligence Centre Amendment Bill - and there again

regard was the Financial Sector Regulation Bill. What

some similar themes emerged. People felt once again,

emerged in the hearings on that Bill and the

government is passing legislation to meet more the

subsequent exchanges with stakeholders is a

needs of international regulators and global standards

considerable disgruntlement, to put it mildly, among
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rather than ensuring that it addressed domestic

Answer

concerns. They also argued that both in respect to

We have a staggering legislative and oversight workload,

the FIC [Financial Intelligence Centre] Amendment

and also have to process the budget, but we have done

Bill and the FSRA [Financial Services Regulation Act]

the following:

Bill and the financial sector as a whole, that many of
these regulations that are decided in global forums
serve in fact to make it more difficult for new entrants
in the financial sector. The requirements for entry
are far too onerous in respect of having the necessary
capital and other resources and skills.
So we agreed that before we processed other Bills in
the tranche of Bills that give effect to this new Twin
Peaks Model, we would actually have hearings on the
broader financial sector. At that time we had the new
Insurance Bill before us, but we decided not to proceed

1. The PCTI and the SCOF agreed that we will continue
in our respective oversight work to follow up on the
recommendations in the Financial Sector Transformation Report and these recommendations will also
shape our processing of relevant Bills before us. And
in our case, we did that with the Insurance Bill.
2. We also require Treasury [National] to report on
progress on the recommendations made in their
quarterly reports to our Committee. So it is part of
the routine work that we do.

with it until we had these hearings. It turned out to be

3. I spoke at the Banking Association of South Africa

the largest ever public hearings of the financial sector

annual conference last year shortly after the report

that Parliament had since 1994. The range of stake-

was adopted.

holders, I was told by journalists and technical experts
was very impressive. I was told that it was very unusual
for the CEOs [Chief Executive Officers] of the four major
banks themselves to appear before the Committee, and
also that such a wide group of emerging stakeholders
in the sector surfaced in those hearings.
We finally did the draft report (Interim Report on the

4. I also spoke at the financial sector coalition summit
and the NEDLAC [National Economic Development
and Labour Council] preparatory workshop some six
weeks ago.
5. We have facilitated dialogues between contending
stakeholders during the report writing process.

Transformation of the Financial Sector, 6 September

6. We have made it clear to representatives of NEDLAC

2017) which we sent to the stakeholders to comment

that our Committee will not endorse any Financial

on. This is not an obligation by any means in terms of

Sector Summit decisions that have not looked at the

the rules of Parliament but we did that so as to give the

recommendations that we proposed. Those recom-

stakeholders a chance to have a second say, as our

mendations flow from the hearings; you can’t have

Committee often does with Bills as well.

major hearings like that and NEDLAC ignores them.
Although, we are not saying, let me stress, that all

We then adopted the report [1st Report on the
Transformation of the Financial Sector, 15th November

our recommendations must be implemented – not
overnight either.

2017]; I think it’s about one hundred and thirty pages.
We took it to the House, it was adopted there, the DA

7. As the Chair, I also have had to deal with specific

opposed it if I recall. And apart from that, all the

issues affecting specific people who contacted us

Committee [members] supported it. We decided that

after the hearings and raised their concerns; where

we will evolve a programme out of it.

it was appropriate to intervene and facilitate negotia-

1

tions, this was done.
Question 2
In this 1st report several recommendations were made.

I know from anecdotal evidence that the private sector

What happens now in terms of the implementation of those

is taking the report reasonably seriously. We are told

recommendations made?

by people who we meet that in fact the report forms
the background of some transactions and negotiations
taking place between them and their adversaries in the

1

Certainly in the Committee meetings they [Democratic Alliance] vigorously
opposed the report. They felt it was going too far, it was prodding on the
rights and interests and needs of the banks, it was too intrusive, and that
it would cause a flight of capital, it would reduce investment.

sector. Without making too much of this, it seems
reasonable to say that the report has had some measure
of influence in making people at least talk.
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Ultimately it’s action that we need. You cannot expect
Parliamentarians to take transformation further than

5. Creates more space for start-ups, for blacks and
particularly Africans.

we have in terms of policy and recommendations. Where
are the people out there in the streets, where are the
people campaigning? Where is civil society in this regard?
In our report in the last section we say that we can do
so much and we can open doors for civil society to be

6. Creates more space for small businesses and emerging businesses for the lower strata [of our society].
7. Gets its profits but also contributes towards the
country’s National Development Plan.

more assertive. It’s not enough for civil society to write
letters to us or complain; they must publicly campaign.
The more they campaign out there, the more space it
creates for Parliament to push for transformation. The
more we push for transformation inside Parliament,
the more space it creates out there for stakeholders to
mobilise. So, in short, there is a dialectical or mutually
reinforcing relationship between Parliament and civil

8. With greater diversity of ownership, not just along
racial but gender lines as well.
9. Is not overly focused on urban areas but on the periurban and rural too where you can also at the same
time secure your profits and also serve people. There
is no necessary mutually conflictual relationship in
securing profits and serving people. That can be done!

society. My view is that and I think the Committee in
the majority will agree that civil society is not taking the

10. Can actually create space for new entrants who do

campaign to transform the financial sector seriously

not require huge amounts of capital to start small

enough.

banks and differing regulatory requirements according

Question 3
How do you think the financial sector should position itself
for the future?
Answer

to the systemic risks of a bank to the financial system.
11. A state bank to provide more competition and more
affordable services.
12. Should be part of the overall economic transforma-

Well it’s set out in our report, in the observations and

tion as part of a developmental state that significantly

recommendations section. Deracialisation of the financial

reduces the inequalities in our society.

sector is utterly crucial to transformation, but it is not
the be-all and end-all of transformation. My own view
and I think it is shared by a significant number in the
Committee, certainly the ANC [African National Congress]
comrades is that we would like to see a financial sector
that:

Our concern is that often the entrepreneurs who are
excluded up to now may be taking up transformation
only to the extent that it serves their particular class
and business interests. They may not be concerned to
advance the needs and interests of the black, particularly,
African people of our country. So we would like to see

1. Is empowering for not just the better-off black South

a transformed financial sector that is not just deracialised

Africans but the poorer, lower income earners as

to serve the better-off only, but includes the lower strata,

well.

the poorer, in our country as well.

2. Plays a far more active role in the economic growth,

The lessons from the post-colonial transitions in most

job creation and the developmental goals of the

of the developing world – in our continent, South America

country.

and Asia – is that the new elites acted largely in their

3. Should be diversified and more competitive comprising private, co-operative and state banks, which
could take various forms, including specialised or
monoline banks such as savings, mortgage and mutual
banks.
4. Uses fintech to encourage new banks without brick

own self-interests at the expense of the masses. Yes,
we certainly need a black, particularly African, bourgeoisie in our country, but we also need to empower the
masses. We have the worst income inequalities in the
world and a transformed financial sector has to play its
part in reducing these inequalities – or we will all suffer
the consequences!

and mortar branches with new black and especially
African owners and cheaper services.
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SO JUST HOW BIG IS THE PIE?
Compiled by the Association for Savings and Investment SA (ASISA)
The South African Savings and Investments industry is
comprised of three pools of assets:
1. Retirement Fund Assets
2. Life Company Assets
3. Collective Investment Scheme (CIS) Assets
In addition to the above, the asset management industry
also manages small pools on behalf of short-term insurers
and medical schemes.

Manager

R’m

PIC managed Government Employees Pension Scheme (per SARB reports)

1 901 152

Asset management data provided by ASISA fee paying members

6 757 918

Less Short Term and Medical Scheme assets managed by members

(80 298)

Total regulated savings managed by ASISA members

8 578 772

Owner
Retirement Funds including GEPF (30/06/2017)

3 619 464

Life Companies (31/12/2017)

2 838 388

Collective Investment Schemes (31/12/2017)

2 250 722

Total by Owner

8 708 574

The table above is a reconciliation of asset manager data to asset owner data derived from different sources. The
differences in the above two statistics, are attributable mainly to reporting timing differences.

Assets available for management by private sector asset managers
To calculate the value of assets available for investment

in house by the PIC and others) and those assets held

by private sector fund managers a number of adjust-

for regulatory capital adequacy purposes were also

ments were made; any double counting of assets was

excluded. Following all the adjustments made, the total

removed, assets not outsourced to third-party asset

size of assets currently available to private sector

managers were excluded (for example assets managed

asset managers is R5 Trillion.

Asset Owner

Total Assets
R’m

Less

Retirement Funds (30/06/2017)

3 619 464

Life Companies (31/12/2017)

2 838 388

513 623

Collective Investment Schemes
(31/12/2017)

2 250 722

171 286

Less Assets
Potentially
Not Available

Available to
Private Sector
Asset Managers

1 659 695

1 959 769

1 439 284

885 481
2 079 436

Short Term Insurance and Medical Schemes
(available portion only)
TOTAL

80 298

8 708 574

684 909

3 098 979

5 004 984
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Q&A
with ERIC VISSER
Chief Executive Officer, Sentinel
Retirement Fund

PRELUDE
Dr. Martin Luther King, Jr. once said "Faith is taking the first step even when you don't see the whole staircase." Almost 11
years to the day Sentinel Retirement Fund took a leap of faith and kick-started 27four by allocating the company its first
mandate to establish South Africa’s first Black Asset Manager Incubator. The consequential impact of taking this step may
not have been fully appreciated at the time. Today as we celebrate the many successes attributable to this bold effort we
can finally say that we understand the words of Dr. King. We recently caught up with the CEO of Sentinel Retirement Fund,
Mr Eric Visser, the driving force behind the establishment of the Incubator and who remains the most ardent supporter of
this program 11 years on.

Question 1

Question 2

Can you share with us the thinking behind the decision by

Tell us about some of the achievements of the Black Asset

the Fund to establish a Black Asset Manager Incubator?

Manager Incubator.

Answer

Answer

As a Fund our main responsibility is to look after our

Most importantly the Fund opened the door to a new

members’ savings through investing responsibly and

breed of investment talent which we and the market

prudently. We understand that our members need to

would not otherwise have had access to. If we look at

retire into an environment that is strong, balanced and

some of the successes achieved over the last 11 years,

peaceful and a caring society - a place where they want

we have supported a total of 21 black managers of

to live in their retirement. The Incubator was established

which we were first investor to 13. Four of the 13

in response to the dual objectives of achieving good

managers are black-women owned companies. We have

investment and social returns, while helping to normalise

seeded and supported black managers across all

and expand South Africa’s asset management industry.

domestic asset classes and strategies (equities, fixed

While challenges remain I am pleased to say that both

income, listed property and hedge funds). It is very

of these initial objectives have been achieved and

pleasing to see that over the full period since inception

continue to be met. The mandate has delivered healthy

all the asset class building blocks have outperformed

investment returns and at the same time contributed

their respective benchmarks, which is really an amazing

positively to society and the economy. The resultant

achievement.

socio-economic impact has been extremely rewarding
for the Fund and its members.

The Fund is pleased at the impact that the Incubator
has also had on the overall industry. Being the first
investor in a new manager provides confidence to other
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asset owners and allows the managers to attract clients

Given the scale of our operations, we have sought to

and build a stable and solid foundation upon which to

optimise efficiencies through embracing advanced

grow. Over the years many professional jobs have been

technologies in the delivery of services to our participants

created, many innovative products and services

and the provision of modern flexible benefits is

introduced, competition within the industry has

underpinned by best of breed systems and specialist

increased, costs have come down and awareness around

skills. The Fund employs close to 90 people and is

transformation has increased, all positively contributing

managed by a highly experienced team providing

towards a more balanced and inclusive sector. The initial

ongoing stability and continuity to the Fund. In pursuit

good intentions of establishing the program snowballed

of ongoing excellence, we are committed to employment

into something bigger that benefitted the economy as

equity making sure that we embrace the full benefits

a whole and contributed to a more competitive and

of diversity and inclusivity.

robust sector. The Fund is proud of the managers it has
supported and remains committed to the program.

Our innovative approach to investment management
has allowed us to deliver excellent investment returns

Question 3

with an ongoing focus on improving the net replacement

Sentinel Retirement Fund also kick-started 27four.

ratios of our members and providing pensioners with

Let’ s talk about that.

inflation beating annual increases. We have also

Answer
The Fund was excited with the potential and innovation
identified and is very pleased that 27four used the

committed to a strong ESG process ensuring that we
make a meaningful contribution to the communities we
serve and the industry within which we operate.

opportunity presented to them wisely and built an

This is all underpinned by the Fund being self-

enterprise that today has become a well-respected

administered, operating much like a “mutual society”,

brand within the financial sector. As a Fund we wish

which enables lower costs and a focus on maximising

27four well and hope that you go from strength to

benefits to participants. Our flexible product offering

strength.

further enhances the cost benefit as members move

Question 4
Sentinel Retirement Fund is widely recognised as one of the

into retirement at no cost when obtaining either a
guaranteed pension or flexible annuity in the Fund.

most efficiently managed industry funds in South Africa.

Question 5

Tell us about the Fund and why the Fund consistently gets

Any final thoughts?

it right.
Answer
Answer

Although Sentinel and 27four have helped to start the

We have a proud history dating back to 1946 when the

process of transforming the South African asset man-

Fund was first formed. Today the Fund is one of the

agement industry, the industry remains concentrated

largest self-administered, defined-contribution, umbrella

with only a small percentage of total assets managed

pension funds in South Africa, actively managing R83

by black managers. While the nature of support for

billion of assets. The Fund has over 40 000 active and

black managers may evolve with time, it remains critical

deferred members, 92 active participating employers

that this support is nurtured and expanded on as we

and pays monthly pensions to more than 34 000

seek to create greater inclusivity in the industry.

pensioners and beneficiaries. The Fund provides inhouse self-insured risk benefits (death and disability),
a comprehensive member investment choice (including
daily switching) and retirement solution that includes
a pension income choice model.
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a. Number of participating firms
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In each year since the first publication of the survey 10

awareness around their business, or due to corporate

years ago, the number of participating firms has

changes meet the criteria for participation for the first

increased. This year saw 48 firms submitting their data

time. Some additions also include managers who

for inclusion, a 6.7% increase in the number of black

participated in years prior to 2017 and have returned

asset management firms. One additional firm is brand

to participate in 2018. Prescient Property Investment

new being less than a year old. Other participants have

Management has been renamed Motheo Property

been in existence for a while but are only now raising

Investment Managers.

Participated in 2017 and not in 2018

New additions in 2018

Cloud Atlas Investing

Adinah Capital Partners

Maru Asset Managers

Cachalia Capital

Mavuso Capital

Crede Capital Partners

Mvunonala Asset Managers

Effectus Capital Management

Nisela Capital

First Avenue Investment Management

PAPEfunds

Fortitudine Vincimus Capital Advisors

Regiments Fund Managers

JM Busha Asset Managers

Seriti Asset Management

Khumovest Advisory

Solaris Bataung

Kleoss Capital
Lima Mbeu Investment Managers
Sanari Capital
Senatla Capital

Since inception the industry has grown from 14 to 48 managers which naturally has resulted in some attrition of
firms along the way. In addition it has been an incredibly hard environment and capital raising has proven tough for
many participants who have not been able to sustain their businesses in this environment. Over the last two years
we have also witnessed an increase in participation by black private equity focussed managers.
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b. Participating firms
Fund Manager

Years in
Operation

Assets Under Management
(ZAR Millions)

Percentage
of Total

22.01

R3 628.00

0.74%

1

Pan-African Asset Management

2

Vunani Fund Managers

18.95

R24 781.63

5.05%

3

Taquanta Asset Managers

18.76

R146 000.00

29.78%

4

JM BUSHA Asset Managers

18.50

R4 898.00

1.00%

5

Kagiso Asset Management

16.58

R37 509.46

7.65%

6

Mergence Investment Managers

14.38

R29 521.75

6.02%

7

Makalani Management Company

13.89

R420.00

0.09%

8

Argon Asset Management

13.25

R25 000.00

5.10%

9

Aeon Investment Management

13.16

R8 042.70

1.64%

10

Afena Capital

12.67

R5 000.00

1.02%

11

Meago Asset Managers

12.61

R12 088.00

2.47%

12

Mazi Asset Management

11.92

R48 000.00

9.79%

13

Senatla Capital

11.42

R600.00

0.12%

14

Sentio Capital Management

10.84

R15 410.00

3.14%

15

All Weather Capital

10.17

R8 049.00

1.64%

16

Prowess Investment Managers

9.58

R3 230.67

0.66%

17

Balondolozi Investment Services

8.22

R4 375.00

0.89%

18

Mianzo Asset Management

7.92

R4 328.00

0.88%

19

First Avenue Investment Management

7.83

R13 382.00

2.73%

20

Bopa Moruo Private Equity Fund Managers

6.50

R300.00

0.06%

21

Ata Capital

6.41

R1 320.00

0.27%

22

MSM Property Fund

6.00

R59.20

0.01%

23

Perpetua Investment Managers

5.75

R12 786.33

2.61%

24

Benguela Global Fund Managers

5.36

R4 574.00

0.93%

25

Cachalia Capital

5.17

R800.00

0.16%

26

LEGACY AFRICA Fund Managers

4.88

R3 859.02

0.79%

27

Sanari Capital

4.74

R50.00

0.01%

28

Adinah Capital Partners

4.66

R150.00

0.03%

29

Motheo Property Investment Managers

4.42

R190.00

0.04%

30

Kleoss Capital

4.25

R545.80

0.11%

31

Fortitudine Vincimus Capital Advisors

3.92

R206.23

0.04%

32

Lodestar Fund Managers

3.50

R980.00

0.20%

33

Crede Capital Partners

3.50

R0.00

0.00%

34

Heritage Capital

3.42

R100.00

0.02%

35

Lunar Capital

3.41

R61.99

0.01%

36

Acanthin

2.98

R500.00

0.10%

37

Independent Alternatives Investment Managers

2.91

R75.00

0.02%

38

Effectus Capital Management

2.89

R100.00

0.02%

39

Third Way Investment Partners

2.83

R2 390.00

0.49%

40

Bayakha Investment Partners

2.75

R0.00

0.00%

41

Khumovest Advisory

2.67

R0.00

0.00%

42

ALUWANI Capital Partners

2.58

R57 447.57

11.72%

43

Excelsia Capital

2.16

R1 790.75

0.37%

44

Value Capital Partners

2.00

R7 000.00

1.43%

45

Tamela Capital Partners

1.91

R0.00

0.00%

46

Summit Real Estate

1.77

R472.00

0.10%

47

Idwala Capital

1.12

R48.00

0.01%

48

Lima Mbeu Investment Managers

0.81

R200.00

0.04%

R490 270.1047

100.00%

Total
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What is clearly evident is that the age of a business does not always translate into assets under management. There
are a number of firms who are older than a decade with assets under management below R10 billion. The addition
of more private equity managers who disperse capital after the closure of successful funds will also dilute the
correlation between age and assets under management. There are 4 firms that have yet to raise assets and they are
all older than a year.

c. Average assets under management (AUM) per firm
12
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Average assets per firm has seen an increase in the last year to the highest level yet. We saw a few firms leaving the
survey after failing to raise any assets. In addition the inclusion of players for the first time who already have sizeable
assets has all helped in boosting this number. We have also seen growth in the overall industry size both from the
market and as incumbent firms have been successful in their asset raising.

d. Total industry assets managed by black owned firms
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2017 was a much stronger environment for the markets

the survey was first published a decade ago the industry

whereas the first half of 2018 has been very challenging.

has grown by 436%. Anecdotally R100 invested in the

Against this backdrop the industry was able to grow

equity markets would have been worth R339 at the end

18% or by R75 billion. This is not explained by the new

of the same period so the industry has grown in excess

entrants to the survey alone but rather by growth in

of the market.

the existing managers’ assets under management. Since
27

Size of the overall savings and investments industry in South Africa
According to ASISA (Association for Savings and Investment South Africa) the total size of the South African savings
and investments industry is R8.7 trillion. Of this total the free pool of assets available for management by private
sector asset managers in South Africa is R5 trillion. Black asset managers currently manage R490.3 billion of this R5
trillion. This translates to a market share of 9.8%. For more detail please refer to the section titled “So Just How Big
is the Pie?”

e. Growth of industry relative to the JSE All Share Index

Growth rate (%)
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2015

2016

2017

2018

JSE All Share Growth

Returns on the equity market were much more buoyant over the last year than they have been over the past 3 years.
While the market experienced much better growth, the industry still managed to grow ahead of the market which
is indicative of new flows into the industry due to both new entrants and incumbent managers attracting new assets.
This is a step in the right direction for normalisation of the industry.

*Indicates new entrants to the survey

f. Top ten firms by AUM
Rank 2018
(2017) (2016)

Fund Manager

Years in
Operation

AUM
(ZAR Millions)

% of Total

1 (1) (1)

Taquanta Asset Managers

18.76

R146 000

29.78%

2 (2) (2)

ALUWANI Capital Partners

2.58

R57 448

11.72%

3 (3) (4)

Mazi Asset Management

11.92

R48 000

9.79%

4 (4) (3)

Kagiso Asset Management

16.58

R37 509

7.65%

5 (6) (6)

Mergence Investment Managers

14.38

R29 522

6.02%

6 (5) (5)

Argon Asset Management

13.25

R25 000

5.10%

7 (7) (8)

Vunani Fund Managers

18.95

R24 782

5.05%

8 (9) (11)

Sentio Capital Management

10.84

R15 410

3.14%

9 (*) (*)

First Avenue Investment Management

7.83

R13 382

2.73%

10 (10) (13)

Perpetua Investment Managers

5.75

R12 786

2.61%

R409 839

83.59%

Total

Once again this year the picture has not changed significantly. The consistent growth of Sentio Capital Management
is most evident. Argon Asset Management have dropped to 6th place while Mergence Investment Managers has
benefited from growth and moves into 5th place. First Avenue Investment Management comes in at number 9.
Perpetua Investment Managers have maintained their number 10 positioning.
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Annual increase/decrease in AUM
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The growth of an asset manager is a function of many

experienced substantial growth over the past year with

factors; good consistent delivery of performance,

Perpetua Investment Managers continuing to grow

differentiated product offering, respectable brand

steadily. On the opposite end of the spectrum Kagiso

identity and partnerships in distribution all help to bring

Asset Management has had a period of tough

in and maintain assets. On the other hand poor

performance over the last few years and this has resulted

performance and business instability contribute to loss

in outflows. Argon Asset Management has had a

of clients and assets. Sentio Capital Management have

challenging year as a business with instability, staff

broadened their product offering and have gone through

losses and uncertainty around the ownership of the

a period of strong performance which has resulted in

business with the result being some loss in assets.

significant inflows with almost a 50% increase in assets

Investor trust and brand loyalty takes a long time to

under management. Vunani Fund Managers has also

build and can be quickly eroded.

g. Top five firms’ AUM as a percentage of industry assets
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It is again pleasing to see that the concentration of assets in the top 5 firms continues to fall as this means
concentration risk in the industry is declining and the robustness of the industry is not dependent on a few
firms continuing to do well. Despite several of the larger players like Mazi Asset Management and Taquanta
Asset Managers still growing their assets strongly, there are more firms in the industry and some of the
smaller players are building real scale.
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h. Participation by investment strategy
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*Alternative investments include both hedge funds and unlisted assets
Long only mandates are still dominant in the industry

cost of compliance also means that it is very difficult to

and most of the managers within the universe are

run a hedge fund only offering and many managers

positioned as traditional long only centric managers.

offer long only strategies as well. The unlisted

We have seen a reduction in long only strategies and a

environment continues to gain the attention of

rise in a combination of strategies as firms seek to offer

retirement funds as they seek sources of return that

a more diversified offering. Hedge funds have gone

can deliver performance ahead of those expected from

through a torrid time and many of the assets that come

the listed markets. The unlisted environment also

from retirement funds are not looking for hedge fund

provides investors the opportunity to match their socio-

offerings because of the high fees and lack of

economic developmental agenda to their investment

performance from this segment of the market. The high

strategy.

i. Participation by province
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While other cities around the country continue to fail to attract asset management businesses, Gauteng has far more
of a stronghold for black asset management businesses than Cape Town. There are a number of structural reasons
why but there are softer issues at play as well. There has been recent press highlighting the preference of black
investment professionals to be in Johannesburg rather than Cape Town because of the differences in society and
culture between the two cities.
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j. AUM split by province
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Cape Town houses some of the bigger asset managers such as Taquanta Asset Managers and as a result the assets
under management in the city are higher than in Johannesburg. However many of the newer firms including private
equity focused firms are Johannesburg based, placing Johannesburg (21% increase) ahead of Cape Town (16% increase)
in terms of annual growth.
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History
of the survey

2010
Participation rate jumps to 20 managers.
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In Conversation
with
MOHAMMED MAYET
and RAYHAAN JOOSUB,
Sentio Capital Management
ESTABLISHED 2007

This is a direct transcription - unfiltered and unedited.

27four: What were some of the challenges that you

us and made it possible for people like us and other

experienced in 2007 when Sentio Capital Management was

black managers to be successful. We must mention the

founded?

PIC [Public Investment Corporation] and also 27four
[Investment Managers] as well because if it was not for

Sentio: I think the first thing was that the environment
was still fresh from the Global Financial Crisis and
investors were quite cautious and afraid of any new
change in the market. In addition there was what was
called a black discount implicit or dignity discount in
which black managers were treated. This kind of black

their support in terms of starting up our business both
on the long only side as well as hedge fund side we
would not have been successful and we can say for sure
that other black asset managers who today are very
successful after 11 or 12 years would not have been
around there as well.

discount which implied that black businesses are actually
risky. There was always an expectation of an additional

27four: What are the lessons that you can share with start-

safety and security that was required from small

ups?

managers as compared to larger managers even though
we all use the same administrators, the same custodians
effectively. To add to that you had your size discount
because you are much smaller, you earn smaller. But
there were certain investors who did make life easy for

Sentio: There are probably three things that are very
important in starting up a sustainable asset manager.
The one is business acumen and two you have to have
a team that has longevity and stability. The third one is
patience and that's quite difficult. You have to think
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about building a business that's going to be around for

asset investors to invest in black asset managers. We

the long term. Many people get into the industry thinking

can't have a situation where you have transformation

it's an opportunity of getting rich quick and it is not. It

done in a very watered down fashion where the black

is very tough and does require a lot of sacrifices upfront

owner has no effective transformation within the

so that would be the advice. Make sure you have the

organisation. We would like to see over the next 10

right funding partners, operational processes,

years that the asset base that is controlled by black

compliance processes and manage costs very effectively

managers be close to 20% rather than where we are

and well and be very patient and over time you will be

currently on a single digit level.

very successful. I just wanted to add one more thing to
that and that is re-investment in your business.

Full interview available at 27four.com

27four: Where do you see the asset management sector
in the next 10 years?
Sentio: We [black managers as a collective] currently
control between 4-6% of the asset base within South
Africa and that needs to be substantially higher. We
need legislation which forces pension funds and potential
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a. Total number of mandates managed
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Number of funds managed
Here we refer to the multiple mandates managed within

an increase in the total number of funds offered by

each product as defined in (h) below. While having a

managers in 2018 as black asset managers have gained

diversified product offering may serve to attract new

more assets which has enabled them to increase

inflows and this year we have seen how those managers

capacity. Hedge funds have struggled and managers in

expanding into more product offerings have been able

this space have looked to launch long only products,

to attract new flows, a small start-up business needs to

thereby increasing their offering. Unlisted managers

focus their limited resources on a specialist offering

manage money differently to long only managers and

that they can do well. 35 of the 48 participants currently

have very focused offerings in a particular strategy; it

manage between 0 and 5 funds in total. We have seen

is unlikely to see many offerings emerge from them.

b. Number of institutional clients
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Number of institutional clients
While it is encouraging to note that there has been an

to note is that no black asset manager has managed to

improvement with regards to client diversification in

achieve very broad client diversification with no single

2018 (as 9 asset management businesses have more

business having more than 80 institutional clients. This

than 20 institutional clients compared to 7 in 2017) it is

would seem to indicate that despite a steadily growing

still disappointing to note that 8 businesses have no

asset base managed by black asset managers over the

institutional clients. This is perhaps indicative of the

last decade, true client diversification has remained a

growing competition within the black asset manager

challenge and a relatively narrow client base continues

space but also just in general within the asset

to remain the status quo.

management sphere in South Africa. Also discouraging
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c. Largest client as percentage of AUM
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Largest client of AUM
As with the trend witnessed regarding the total number

managers to 11 managers where the largest client is

of clients, there has been a marginal improvement with

less than 20% of total assets. The trend witnessed across

regards to client concentration when considered from

all other categories is however a concern given that the

the perspective of the largest client as a percentage of

number of firms where the largest client accounts for

total assets under management. When compared to

more than 40% of total assets has increased from 17 in

2017, there has been an increase from 10 asset

2017 to 22 in 2018.

d. Top 5 clients as percentage of AUM

Number of firms
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2016

24
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2017

21
2018

20
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8
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4

4

4

4

3
1

7
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1
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Top 5 clients as % of firms AUM
When we widen the scope and look at the concentration

24 in 2018, but on the whole black asset managers are

of the top 5 clients, the same trend appears. There has

still fairly concentrated with regards to their client bases.

been some improvement at the margin with the number

85% of the managers have a client base where the top

of managers where the top 5 clients account for between

5 clients account for more than 40% of their total assets.

80% and 100% of assets declining from 28 in 2017 to
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Size of the Collective Investment
Schemes (CIS) Industry as at end of
March 2018
According to the CIS industry statistics for the quarter

e. Investor base

Percent of industry assets

100%

and year ended March 2018, released by the Association
for Savings and Investment South Africa (ASISA), assets

96.38%

under management of this industry stood at R2.18
trillion. Of this value black firms manage R17.75 billion

80%

which translates to a market share of 0.81%. This is a
hugely disappointing result.

60%
A key strategy to reducing client concentration within
an asset management business is to grow a sustainable

40%

retail product offering with a wide range of retail clients.
What has consistently been evident over the last 10

20%
3.62%

years of conducting this survey is that black asset
managers have battled to grow this sphere of their

0%
Institutional

Retail

business. 2018 has proved to be no different with less
than 4% of the total assets managed by black firms

2018

being in the retail sphere. While this is traditionally a
long dated and difficult avenue to pursue requiring
considerable resources and investment, the rewards
are high in terms of building a long term sustainable
and well diversified asset management firm.

f. Top five asset managers by institutional assets
Top 5 Asset Managers by Institutional Assets

Years in Operation

ZAR Millions

Taquanta Asset Managers

18.76

R146 000

ALUWANI Capital Partners

2.58

R56 948

Mazi Asset Management

11.92

R46 000

Kagiso Asset Management

16.59

R34 468

Mergence Investment Managers

14.38

R29 227

Total

R312 642

Taquanta Asset Managers is by far the biggest manager

relationships with the underlying retail investors

and their relationship with Nedgroup helps in the

themselves. This is a departure from previous years

distribution of their products into the retail market.

where a look through the product to the underlying

While in essence they have a much bigger footprint in

retail investors was applied. Aluwani Capital Partners is

the retail market, Taquanta Asset Managers views the

still the exception to the rule in this grouping because

relationship they have with Nedgroup as an institutional

they established the business with an existing asset

one given that Nedgroup has the ability to replace them

base. Therefore they are a young business with a big

as a manager on the products and they don’t hold the

institutional footprint.

39

g. Top five asset managers by retail assets
Top 5 Asset Managers by Retail Assets

Years in Operation

ZAR Millions

Vunani Fund Managers

18.95

R3 974

Kagiso Asset Management

16.59

R3 042

Mazi Asset Management

11.92

R2 000

Argon Asset Management

13.25

R2 000

Value Capital Partners

2.00

R1 650

Total

R12 666

The total value of retail assets managed by black firms

the managers who have diversified into the retail market.

is R17.75 billion. R12.67 billion (or 71%) of this total

What is however encouraging to note is the emergence

amount is managed by the top 5 firms listed above. This

of a new industry player in the form of Value Capital

further indicates that not only have black managers

Partners and their success within the retail market over

battled with regards to developing their retail client

a short period of time targeting high net worth investors

base but that there is considerable concentration among

in a very specialised strategy.

h. Products managed
i. Firms managing multiple investment products
Mandates managed by the managers fit within the following 14 product categories:

South Africa Active Equity (A)

South Africa Listed Property (F)

Offshore (K)

South Africa Passive/Index Equity (B)

Shari’ah (Equity and Balanced) (G)

Private Equity (all) (L)

South Africa Active Fixed Income (C)

South Africa SRI (all) (H)

Africa Listed Equity (M)

South Africa Passive/Index Fixed
Income (D)

South Africa Hedge Funds (I)

Other (N)

South Africa Money Market (E)

Multi-Asset Class (Absolute Return
and Balanced) (J)
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Fund Manager

Total number of products managed

Products offered

Acanthin

1

I

Adinah Capital Partners

1

L

Aeon Investment Management

3

ABJ

Afena Capital

2

AE

All Weather Capital

4

AFIK

ALUWANI Capital Partners

5

ACEJM

Argon Asset Management

4

ACEJ

Ata Capital

1

L

Balondolozi Investment Services

6

ABCDEJ

Bayakha Investment Partners

0

L

Benguela Global Fund Managers

2

AK

Bopa Moruo Private Equity Fund Managers

1

L

Cachalia Capital

1

A

Crede Capital Partners

0

L

Effectus Capital Management

2

AI

Excelsia Capital

1

A

First Avenue Investment Management

2

AK

Fortitudine Vincimus Capital Advisors

1

K

Heritage Capital

1

L

Idwala Capital

1

I

Independent Alternatives Investment Managers

1

I

JM BUSHA Asset Managers

6

ACEHJN

Kagiso Asset Management

6

ABCEGJ

Khumovest Advisory

0

L

Kleoss Capital

1

L

LEGACY AFRICA Fund Managers

2

AM

Lima Mbeu Investment Managers

2

AJ

Lodestar Fund Managers

1

K

Lunar Capital

1

J

Makalani Management Company

1

L

Mazi Asset Management

6

AEFGIM

Meago Asset Managers

1

F

Mergence Investment Managers

5

AHIJL

Mianzo Asset Management

4

ABJN

Motheo Property Investment Managers

1

F

MSM Property Fund

2

AF

Pan-African Asset Management

5

ACEJN

Perpetua Investment Managers

2

AJ

Prowess Investment Managers

4

CEHN

Sanari Capital

1

L

Senatla Capital

1

L

Sentio Capital Management

4

AGIJ

Summit Real Estate

1

L

Tamela Capital Partners

0

L

Taquanta Asset Managers

4

CDEJ

Third Way Investment Partners

1

C

Value Capital Partners

2

AI

8

ABCEFJKN

Vunani Fund Managers
Total

112
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Given that there are more participants in 2018 when

have the biggest asset sizes and the longest track

compared to 2017 there has naturally been an increase

records. More managers who have South African equity

in the number of products managed. In addition to this,

capability are looking to offer global equity products

the low return environment has led to an increased

which is a good natural diversifier and an area where

appetite from retirement funds for alternate products

the industry needs to build skill. The increased

in search of higher and varying sources of return. This

participation by black private equity managers has also

has resulted in a number of new product offerings being

contributed to the increase in the number of products

launched across the industry. We also see that the firms

available for investment.

with diversified product offerings are mainly those that

ii. Total number of products managed
112

Number of products managed

120
101

100

100
80
80

Year on year, the total number of products managed

71

has increased by 12%. Many early stage managers offer
concentrated product offerings to build scale and track

60

record first before venturing outside of their core
capability.

40
20
0
2014

2015
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2016
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iii. Products managed breakdown:

Number of firms

25

2014
20 20

20

2016

14

15

2017

10 10

10
6

5

2015

9

2018

7
5

4

5

5

4

4

3

4

6

5 5
3

5
3

1

1

6

2 2

3

4

3

3

4

4
2

2

1 1 1 1

0
0

1

2

3

4

5

6

7

0

0 0 0 0

1

8

Number of products managed

This year there are 4 firms who are still in the asset gathering phase and are yet to launch their first product. Vunani
Fund Managers is the only manager who manages a total of 8 different products. Around 42% of firms have opted
to remain highly focused with just a single product offering. Domestic listed markets have delivered subpar returns
and this may well mean that some managers are beginning to look to other products to try and generate returns
elsewhere such as in global markets as well as in domestic alternatives.
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i. Percentage of industry assets versus number of products managed
45%

25
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35%
30%
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20%
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Number of firms

% of industry assets

40%

0
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1
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4

5

6

Number of products managed
Number of firms

Percentage of industry assets
The ability to have multiple product offerings does allow

this is a young industry with many new entrants. As

a firm to build assets across different asset classes that

firms expand their asset base they typically expand their

may be delivering better performance at certain points

product offering and accelerate their growth if they

in time, or outperforming their peers. 41% of industry

don’t lose focus. The outlier is Vunani Fund Managers

assets reside with 6 firms who offer 4 differing products.

who is the only asset manager offering a total of 8

Just under 69% of firms offer less than 3 products as

solutions with an industry market share of 5%.

j. Products currently managed

40%

30
24

25

35%

20

30%
25%

15

11

20%

15

10

9

15%

6

5

10%

10

3

2

5%

10

6

5

3

3

5

Number of firms

% total AUM by product

45%

0

% total AUM by product

Other

Africa Listed Equity

Private Equity (all)

Offshore

Multi-Asset Class
(Absolute Return
& Balanced)

South Africa
Hedge Funds

South Africa SRI (all)

Shari’ah (Equity
& Balanced)

South Africa Listed
Property

South Africa Money
Market

South Africa Passive /
Index Fixed Income

South Africa Active
Fixed Income

South Africa Passive /
Index Equity

South Africa Active
Equity

0%

Number of firms

The biggest concentration of assets is still within South

allocated to these products has not been substantial.

African listed equity and the greatest number of firms

This is possibly as a result of investors waiting to see if

have an offering here. From here multi-asset is the

the manager has demonstrated skill in this area before

natural progression as it requires at the minimum only

committing assets. More often it is a function of investors

asset allocation skills and potentially a fixed income

preferring to support younger firms in specialist

investment professional. Even though several firms offer

mandates rather than to manage multiple asset classes.

multi-asset products, the take up in terms of the assets
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What is worth noting is the lack of penetration for passive

Also worth noting is the lack of penetration by black

equity mandates launched by black asset managers.

asset managers within the alternate asset classes such

With passive equity becoming a pervasive theme globally

as hedge funds as well as in private equity. Despite a

(given increasing pressures on fees and the value add

number of managers having a product offering in each

from active managers) South Africa is no exception, yet

of these spheres, the amount of assets managed as a

there has been no market penetration by black

percentage of the total remains negligible. While the

managers in this space. This is perhaps a function of

hedge fund industry in composite has been losing a

passive not requiring any unique investment skill and

significant amount of assets as a result of subpar

as such there is an inability to differentiate one’s product

performance over an extended period, the increased

offering in this sphere resulting in the winners of the

interest in private equity across South African retirement

majority of assets being the incumbent traditional firms

funds presents an attractive avenue for black asset

with scale, distribution capability and significant

managers to tap into for future growth.

marketing budgets.

k. Product size
200 000

2010

Asset size ZAR Millions

180 000

2011

160 000

2012

140 000
120 000

2013

100 000

2014

80 000

2015

60 000

2016

40 000

2017

20 000

2018
Other

Africa Listed Equity

Private Equity (all)

Offshore

Multi-Asset Class
(Absolute Return
& Balanced)

South Africa Hedge
Funds

South Africa SRI (all)

Shari’ah (Equity
& Balanced)

South Africa Listed
Property

South Africa Money
Market

South Africa Passive /
Index Fixed Income

South Africa Active
Fixed Income

South Africa Passive /
Index Equity

South Africa Active
Equity

0

The greatest percentage increase in assets from 2017

equities and bonds. Despite this trend, equity mandates

to 2018 has been in money market assets. This is

at the black asset management firms have also recorded

perhaps reflective of the prevailing backdrop within

respectable growth with multi-asset class also

South African financial markets where a low return

experiencing some inflows. The inflows into multi-asset

environment for an extended period of time has jaded

class is a display of confidence by clients that some

both retail and institutional investors alike. This has

black managers do offer a steady hand, in not just

resulted in such investors de-risking considerably and

specialist asset class mandates but also in multiple asset

increasing allocations to perceived risk free asset classes

classes.

offering attractive risk adjusted returns relative to
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l. Products as a percentage of industry assets

% of industry assets

60%

2014

50%

2015

40%
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2017

30%
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Africa Listed Equity

Private Equity (all)
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Multi-Asset Class
(Absolute Return
& Balanced)

South Africa Hedge
Funds

South Africa SRI (all)

Shari’ah (Equity
& Balanced)

South Africa Listed
Property

South Africa Money
Market

South Africa Passive /
Index Fixed Income

South Africa Active
Fixed Income

South Africa Passive /
Index Equity

South Africa Active
Equity

0%

What has been an encouraging trend to note is the

South African fixed income and multi-asset class

steady decline in concentration within South African

mandates. What remains disappointing is the very low

active equity mandates. While 2018 has witnessed a

level of penetration across global mandates. The wheels

marginal increase once again in the percentage of assets

do turn slowly but a more determined approach should

in South African equity, the numbers remain well off

be employed to try and tap into other areas of the

their peaks of 2014. This decline in concentration to

market to expand the industry and to reduce the time

domestic active equity has facilitated some much needed

spent competing over the same pool of assets.

skills development across other asset classes such as

m. Asset vehicles
90%

2014

82.1% 79.8% 80.3%

80%

% total AUM

70%

2015

71.7%
65.1%

2016

60%

2017

50%

2018

40%
30%

20.9% 22.1%

20%

16.1% 16.1% 15.2%

14.0%

10%

1.7%

4.2% 4.5%

6.2%

0%
Segregated

Pooled

Unit Trusts

It is disappointing to see an increase once again in the

otherwise be feasible to attract; thereby reducing client

number of segregated mandates used as opposed to

concentration and improving client diversification. The

life pool portfolios and unit trust funds. Pooling allows

issue with pooling is that it requires the necessary

for the efficient gathering of multiple clients’ assets into

licences which are often not available to black business

a single unitised portfolio and enables not only an

at a reasonable cost and so need to be procured from

avenue for growth in assets but also an invaluable tool

big business offering little in the way of subsidisation

to attract multiple smaller clients which would not

and no benefits when it comes to B-BBEE procurement.
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n. Fee structures
80%
69.0%

% of industry assets

70%

71.7%

2014

69.2%

2015

63.3%

60%

2016

50.0%

50%

2017
37.5%

40%

28.9% 28.3% 28.3%

30%
20%
10%

2018

36.7%

12.5%
0.03% 2.6% 0.01% 2.6%

0%
Performance
fee only

Fixed management
fee only

Management plus
performance fee

There has been a marginal increase in the number of mandates which charge only a performance fee. While
performance fees are often frowned upon within the industry, they could be a useful tool in aligning the interests
of investors with those of asset managers provided they are structured in the correct way. This means taking into
account appropriate hurdle rates, benchmarks, participation rates, caps and high water marks. Fixed management
fees continue to dominate the industry as it provides new businesses with a steady and predictable revenue stream.
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South Africa’s private equity industry has
gone from strength to strength in recent
years, with total capital now topping R172bn.
While this is very positive for the industry
as a whole, the vast majority of funds are
allocated to a few managers, meaning that
black private equity managers remain
undercapitalised. Since fees are generated
directly based on size of capital, this means
that black managers often struggle to reach
sustainability. It also means that investors
looking to allocate smaller amounts of capital
to black private equity managers, struggle
to find the right way to do this.
Private equity is a proven tool for economic
growth,with private equity owned businesses
growing faster than JSE listed companies,
growing tax revenues faster, and creating
jobs at much faster rates than public
companies. Private equity could be used to
a much greater extent in South Africa to
earn outperformance for investors, and
create sorely needed jobs through growth.
It is against this backdrop that 27four has
launched the Black Business Growth Fund
(BBGF) to pool investor capital, provide
investors access to a number of managers
and a broadly diversified underlying portfolio
of investments, to manage the selection and
monitoring process and allocation of the
necessary capital to black managers.
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The innovative fund, led by Rory Ord, 27four’s Head of

The fund invests only in the mid-market, with no venture

Unlisted Investments, is designed to invest into mid-

capital, start-ups or large PE buyouts so as to meet the

sized South African companies through black private

requirements of growth without taking on too much

equity funds. The BBGF will invest in up to seven

risk.

underlying black-owned private equity funds – out of a
universe of around 20 – and also invest directly alongside
them into private equity opportunities.

27four follows a commitment and drawdown model,
drawing capital from end investors as and when it
commits to underlying funds. The fund has a 12-year

“Some clients are looking for ways to invest in the real

lifespan, while each underlying fund typically has a 10-

South African economy outside the listed markets.

year lock-up. It expects to return capital to investors

Pension fund members want to inject capital, create

around the 5-7 year mark as each round of financing

jobs, and boost economic growth,” says Ord. “Many

matures.

already have lots of offshore exposure, and investing
in the stock exchange often means they are merely
replacing existing capital. Private equity pushes new
capital into companies to drive growth, and if you do it
enough, it can create meaningful economic change.”
The fund is a generalist one, and all underlying
investments are South African, with a strong
transformation element and job creation focus. The
mandate excludes primary agriculture, mining and sin

The fund anticipates annual returns in the high teens
with underlying managers targeting around a 25% gross
return on each deal. The minimum investment into the
BBGF is R50 million.
According to Ord, the segment of the market the fund
looks at has been slow in recent years, with recent
changes in the political environment providing more
clarity and improving business confidence.

industries (notably arms, tobacco and alcohol). While it

“The typical business we invest in would be a large

cannot invest in farms, it can invest in related areas

family-owned business with turnover of a few hundred

such as food processing.

million rand each year. Management in these types of

“We need to ensure we invest in deals that are all about
growth and expansion,” says Chad Potter, Associate on
the fund. “It is much easier to transform the workforce
if you are doing it from within a growing company.”
Most deal activity will be in the areas of manufacturing
and consumer goods and services, and industrial
services, telecommunications, infrastructure and related
components. Smaller niche areas such as healthcare
and education are also attractive.
When appraising managers to include in the fund, 27four
takes care to ensure there is as little overlap in deal
sources as possible. “It is a very important part of our
due diligence process to have a range of deal sizes and
ensure diversification in the portfolio,” says Potter. “At

companies has been concerned about the environment
and they have not expanded in recent years. We are
hoping that the investment we commit can be used to
fund new growth”.
The fund can invest up to 20% of the portfolio in a single
underlying private equity fund, and each of these
underlying funds will typically have 7-12 underlying
investments.
“We believe this will result in a more highly diversified
portfolio than a listed investment, tapping into about
50 underlying companies. It also gives investors access
to a totally different part of the market, offering
diversification and an attractive long-term premium
over the listed space,” says Ord.

present, we are choosing one in three black private
equity funds to include in the portfolio. More are coming
to market all the time, so we have enough to work with,
but we need to ensure they are not all doing the same
thing.”
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BLACK BUSINESS
™
GROWTH FUND
Jobs. Growth. Transformation.
Invest in South Africa’s leading Black Private Equity Funds.
Contact details for qualifying investors:
www.27four.com
info@27four.com
@27four

27four Investment Managers is an authorised financial services provider with license number 31045. Terms and conditions apply.

50

51

52

a. Manage private equity mandates
•
•
•
•
•

Adinah Capital Partners
Heritage Capital
Sanari Capital
Ata Capital
Khumovest Advisory

•
•
•
•
•

90%

Senatla Capital
Bayakha Investment Partners
Kleoss Capital
Summit Real Estate
Bopa Moruo Private Equity Fund
Managers

82.2%

80%

70.8%

offerings in the unlisted space representing 29%

% of firms

(2017:18%) of the universe of participating fund

60%

managers. This is a sector that is increasing in popularity

50%

because relative to listed markets the sector has the

40%
20%

Makalani Management Company
Tamela Capital Partners
Crede Capital Partners
Mergence Investment Managers

This year we have 14 managers (2017: 8) with fund

70%

30%

•
•
•
•

29.2%

potential to deliver better long-term investment returns.

17.8%

Notwithstanding the increase in respondents in this

10%

asset class, four of these respondents have still not

0%

managed to reach the point where they have actually
Yes

No
2017

secured a mandate to manage private equity
investments, i.e. have not reached first close or another

2018

arrangement under which they can make and manage
unlisted investments. This is consistent with the prior
year, and highlights the difficulty of reaching this
milestone for new private equity GPs, and black GPs in
particular.

b. Market segment breakdown
100%

2017

87.5%

90%

2018

80%
% of firms

70%

62.5%

60.0%

60%

50.0%

50.0%

50%
30%

20.0%

20%
10%

40.0%

37.5%

40%

10.0%
0.0% 0.0%

0.0%

0.0%

0%
Large
Buyout

Mid Market Early Stage

Across the
B-BBEE Secondaries
market transactions

Industry
specific

The respondents are predominantly targeting the mid-

the rise of industry specific funds, or funds focusing on

market and B-BBEE transaction space where they are

a limited number of industries. This is a key trend in

better able to compete. The large cap space is soundly

the evolution of the private equity market, which we

covered by the well-established incumbent private equity

have seen only on a limited basis in South Africa to date.

managers, and very large amounts of capital must be

In particular, the niche areas of healthcare, education

raised to compete effectively for deals in that part of

and technology have attracted specialist managers

the market. Additionally there are far more opportunities

where their in-depth knowledge of the regulations and

to unlock value in mid-market and early stage deals,

dynamics of the markets are needed.

where pricing is more attractive. It is interesting to note
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c. Target fund size
80%

75.0%

2017

70.0%
70%

2018

% of firms

60%
50%
40%
25.0%

30%

20.0%
20%
10.0%
10%
0.0%

0.0%

0.0%

0%
Above R1bn

R500m - R1bn

R300m - R500m

Below R300m

The responses to this year’s survey demonstrate a

illustrates the difficulty of running a fund with asset size

definite lowering of expectations with respect to

based fees on committed capital of less than R500

fundraising. Where the majority of last year’s

million. This is particularly so in the environment of fee

respondents were expecting to raise in excess of R1

pressure which can result in smaller funds becoming

billion, the reality of the difficulty of fundraising and the

unsustainable.

limited number of potential LPs in the South African
market seems to be tempering expectations significantly.
We now see most respondents targeting fund sizes of

While the downward revision of fundraising expectations
is realistic given the difficultly of fundraising, it is still
disappointing to see that there is not more support for

R500 million - R1 billion.

black private equity managers, and that the same names
The lack of appetite for funds smaller than R500 million

seem to attract the vast majority of the assets.

d. Allow and look for co-investments
120%

% of firms

100%

All of the private equity funds participating in the survey

100% 100%

are happy to provide limited partners with co-investment
rights alongside them. This clearly demonstrates that

80%

the concept of co-investment rights is now well

60%

established in South Africa, and that this is a regular

40%

and routine part of fundraising conversations. It also
demonstrates the continuing need to look for ways to

20%
0.0%

0%
Yes

0.0%

lower the overall cost of private equity investing to make
it more palatable to investors.

No
2017

2018
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e. Deals done to date across all funds
4

2018
3

Number of firms

3
3
2

2

2

1

0
1

2-5

5-10

Over 10

Number of deals
It is interesting to note that even those firms who have not managed to close their funds are managing to find ways
to do deals. We have noted some instances of deal-by-deal arrangements which can start to give new teams some
deal track record, and demonstrate their ability to prospective LPs. Half of the respondents had done at least 5 deals,
and three had done more than 10. We expect these numbers to improve significantly in the coming years.

f. Deals exited to date across all funds
8

Number of firms

7

2018
6

6
5
4
3

2

2

1

1

1

0

0
0

1

2-5

5-10

over 10

Number of deals
In contrast to deals done, exits remain sparse for the respondents. This is largely a function of their life cycle stage,
with most either fundraising on fund one, or in the realisation phase, with some exits done. We expect this to shift
in the coming years as these GPs move through their fund life cycles and more move through the realisation phase.
This is a critical area of maturity for black private equity managers, and one that will help them with fundraising once
the picture demonstrates more track record in this area.
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g. Limited Partners played an incubation role
80%
70%

70%

South Africa, incubation has played a crucial role in the
development of most successful private equity fund

60%
% of firms

When one looks back at the history of private equity in

managers, including the most well-known names in the

50%

industry. It is therefore disappointing to note that most

40%

respondents report that they are not being incubated

30%

30%

by their LPs. This is a crucial gap in the development

20%

and transformation of the private equity industry, and

10%

we have to commend the recent steps by some of South
Africa’s largest private equity investors to address this

0%
Yes

No

gap. These efforts are sorely needed, and without them
the development of the industry will continue to be very

2018

slow.

h. Fund look to take controlling stake in portfolio companies
70%
60%

The majority of respondents look to take control

62.5%

60.0%

positions in their portfolio companies, an increase in
this focus from the prior year. However, taking non-

% of firms

50%
40%

40.0%

37.5%

controlling stakes remains a core focus of many of these
firms. Most funds remain open to both options, provided
they have significant influence, and that their rights and

30%

ability to exit are protected using other mechanisms.
20%
10%
0%
Yes

No
2017

2018

i. Frequency of engagements with manager per portfolio company

% of firms

80%

70%

All our survey participants indicated that they are

70%

engaging with their portfolio companies at least on a

60%

monthly basis, with some having more frequent, or even

50%

daily interactions with these companies. This relatively

40%

high level of interaction is typical of mid and early stage

30%
20%

private equity, where portfolio company management

20%

teams and private equity fund managers work closely

10%

to grow the business.

10%
0%
Daily

Weekly

Monthly

This level of interaction is post the transaction phase,
where the level of interaction would be very intensive.

2018
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j. Funds successfully exited
10

2017

9

8

2018

Number of firms

8
7

6

6
5
4
3

2

2

2
1

0

0

0

0

0

0

0
0

1

2

3

>3

Number of funds
Most of the respondents have not yet exited a fund, and the 2 managers who indicated they had exited a fund in
last year’s survey were not joined by any others this year. This indicates the early stage nature of many of the black
private equity fund managers in the country. It will take several years for this segment of the industry to mature and
to build multi-fund track records.

k. Number of funds still active
8

The increase in the number of respondents has led to

Number of firms

7
6
5

6

an increase in the number of funds being managed by

5

these GPs. When considering the number of funds being

4

managed and comparing this to the number of fully

3

3

2

exited funds, it is clear that we should expect to see
1

2

1

1

0

exits coming from this group over the next 3 years. If
these exits are managed skilfully with good results for

0

0

investors, it should result in increased confidence of
1

2

3

>3

LPs looking at this segment of fund managers.

Number of funds
2017

2018
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l. Classification of limited partners, % of fund size
35%

31.9%

2017

% of fund size

30%
24.3%

23.0%

25%
20%

15.6%

15.0%

15%

12.3%
8.8%

10%
5%

2018

11.9%

11.4%

9.4%
7.0%

1.9%

6.3%

12.5%

5.0%

1.9% 0.0%

2.0%

0%
Private
Individuals

Family
Offices

Fund of
Funds

Union
Pension
Funds

Govt.
Related
Pension
Funds

DFI
Entities

Endowments

IDC, PIC
or similar
entities

Other

What is clear from the responses, is that there is no

31% of funding in the current year, down from the prior

single source of capital for black private equity funds.

year. It is interesting to note how little has come from

The number of types of sources, as well as the high

DFIs and the IDC and PIC, which have collectively fallen

variation compared to the prior period shows that these

to just over 11% in the current year, down from the

managers are having to look at many different types of

prior year.

LPs. Given that most respondents are currently
It is interesting to note that private individuals, family

fundraising, we can expect more fluctuation in these

offices and endowments collectively contribute almost

numbers before they settle.

a third of capital to these funds, as this has not been a
When taken together, Union pension funds and

large contributor in general in South African private

government related pension funds make up around

equity.

m. Investor location
120%

% of fund size

100%

94.4%

2017

98.6%

2018

80%
60%
40%
20%
0.0% 0.0%

5.0%

0%
South Africa

North America

0.0%

Europe

0.6% 1.4%

0.0% 0.0%

Africa (ex SA)

Australasia

Virtually all funding for black private equity managers

see any meaningful offshore interest in these funds for

comes from local sources. This is unsurprising given the

a number of years to come. Managers would be better

stringent due diligence requirements of LPs globally,

off building their track records and entrenching their

and the expectation of long track records and fully exited

local relationships before embarking on expensive

funds. This means that there is a very high bar for any

international fundraising.

offshore investment, and that it is unlikely that we will
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History
of the survey

2011
Industry AuM climbs to
R165 billion.

2012
Introduce comparison to total
industry size.

59

60
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a. Employment equity
i. Total number of employees

Total number of employees

700
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600
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500
400
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300

299

332

346

2014

2015

239

216
200

563

152

100
0
2009

2010

2011

2012

2013

2016

2017

2018

Despite an increase in the number of firms, the number of people employed in the industry has reduced by 4%.
Rationalisation is to be expected given the low return environment and there are businesses that have closed their
doors. This is also a highly competitive, high pressure environment and people do leave the industry when the
pressure is heightened during difficult times.

ii. Male - South African
350

2010
301

Number of employees

300

2011
268

242

250

2012
2013

196

200

184
167

2014

157

150

139

2016

98

100
50

2015

137
123

115

80

36

43 48

77 81

74

57
46 48
15 1519

27 29 23 34

28 31 32 27 30 31

33 35 39

44 48

58 56 57 56

2017

66

2018

0
African

Indian

Coloured

White

Total

Males within the industry have seen the biggest reduction in employment with an 11% drop. The biggest contributors
to this decline was amongst White males (19%) and African males (17%). There were marginal increases in the
participation of Indian and Coloured males.
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iii Female - South African
300
265
257

Number of employees

250
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200

2011
2012
2013
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150
116 119

125

2016

93

100

90

2017
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52 52
43

36

7

0
African

7

36 36 37 39

46

54 49 56
23 24 20 24

15 12
8 10 10 9 14

2014
2015

102

50

2010

31

40

2018

36 37

14

Indian

Coloured

White

Total

There is almost an equal number of males and females employed in the industry making it one of the most progressive
subsectors. The number of females employed is up slightly on last year with the increases divided across most
demographic groups with a marginal decline amongst Indian women.

iv. Non-South African
25

2013

Number of employees

21

2014

19

20
17

2015

15

2016
11

10

9

9

8

9

9

2017
2018

5
2

2

3

0
Male

Female

Employment in the industry is dominated by South African individuals. 2018 saw a small increase in non-South African
males employed but this group in total is only 5% of the whole industry.
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b. Portfolio managers

Total number of Portfolio Managers

i. Total number of portfolio managers
160

148

140

132

128

2016

2017

120
100
80

71
56

60

2010

2011

60

93

86

79

40
20
0
2012

2013

2014

2015

2018

There has been a marked increase in the number of portfolio managers. This is partly due to the fact that the number
of businesses entering the survey is higher than the number of firms that have exited and every firm will have at
least one portfolio manager.

Total number of Portfolio Managers

ii. Male - South African
120
110

2010

102102

2011

100
80

73
63

76

65

2012
2013

59

60

53

2014
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43
39

40

27

20

18

20 20

2015

34

31 32
22

21
11 12 13
9 10 10
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16
7

7

7

22

26 27 25 25

26 27

2016

13 12
10
5

5

2017

6

0
African

Indian

Coloured

White

Total

2018

Male portfolio managers have increased in every grouping except Coloured. The biggest growth has been amongst
Indian portfolio managers advancing by 29%.
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Total number of Portfolio Managers

iii. Female - South African
25
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2012
2013
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13
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2015

9
8

8
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1

0 0
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1 1 1

1

3
1

0
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2018

2

1 1 1

White
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It is pleasing to see more women being elevated into decision making roles with the number of female portfolio
managers increasing by 21% with African women being the biggest beneficiaries. There are however still almost 5
times as many men in this role as women.

Total number of Portfolio Managers

iv. Non-South African
14

2013

12

12

2014

10

2015

9

2016

8
6
4

2017

5
4

4
3

3
2

2

1

1

2018

2

1

0

Male

Female

Of all of the non-South Africans employed within the industry male portfolio managers are the biggest group with
12 out of the total group of 30 individuals being portfolio managers. Of the 9 female non-South Africans, 3 are portfolio
managers.
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v. Portfolio managers with 5 years or more experience in managing money

Number of portfolio managers

140

131

This is a highly skilled industry where 131 out of the
total number of 148 portfolio managers have been

113

120

managing money for more than 5 years. These numbers
94

100

also reflect an industry that is maturing and where

81

historic investment into people is beginning to pay

80

dividends. Having enough of the right type of experience

64

is central to building a successful asset manager however

60

this experience comes at a cost. Businesses in this
40

industry need to be creative around how they
remunerate and incentivise their staff who are the

20

biggest asset in the business.

0
Total
2014

2015

2016

2017

2018

c. Investment analysts

Total number of investment analysts

i. Total number of investment analysts
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The number of investment analysts employed within the industry has increased once again. It is important to ensure
that those investment managers following a fundamental research process have sufficient coverage and also that
there is a pipeline of up and coming talent to ensure that succession planning can take place.
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ii. Male - South African

Number of investment analysts
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10

2014

47
40

23

2016

26

18

17 16

13

8
4

4

7

5

9

9

7

9
4

2

5

8
2

6

4

5
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8

5
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0
African
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Across most demographic groups the number of male analysts increased except for White males. This has become
an incredibly competitive area for new graduates entering the market.

iii. Female - South African
Number of investment analysts
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0
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The number of female analysts has increased by almost 11% as new female graduates make it into the industry. The
biggest increase was among African females where we saw the number increase by 27%.

Number of investment analysts

iv. Non-South African
9
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8

2014
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6

6
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4
3
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3
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2

2

2
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2
1

1

0

0
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0
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Fewer non-South Africans are employed in analyst roles and this could well be as a result of the pool of talent
increasing allowing employers to employ home grown talent in preference to non-South Africans.
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d. Employees invested in the firm’s own products
90%
77.5%

80%

% of firms

70%

2014

73.3% 75.0%

2015

62.5%

2016

54.6%

60%

2017

45.5%

50%
37.5%

40%

2018

30%

22.5%

26.7% 25.0%

20%
10%
0%
Yes

No

While skin in the game may not be enough in and of itself to ensure appropriate levels of risk taking, it goes a long
way in encouraging an alignment of interests. 75% of all participants’ employees invest in the same products that
they manage.

e. Total economic interest (ownership/carry) of the founders
35

Number of firms

2017

29

30
25

2018
22

20
15

12
8

10
5

9

5

7

1

0
0% - 25%

25% - 50%

50% -75%

75% - 100%

Economic interest is another area where businesses

environment of shared success is a central tenet of a

can align the interest of their staff with that of the

successful enterprise. Over the last year there has been

business to retain clients and grow their assets in a

a dilution of ownership with the founders holding less

responsible manner. Staff turnover can be the death

than a 75% interest in 54% of the businesses.

knell for an investment management business where
talent retention is critical to sustainability. An
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f. Total economic interest (ownership) of the employees
40
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Ownership by employees
The more established businesses tend to have broader

number of years so with 23 out of 48 businesses being

ownership by employees as they typically employ more

less than 5 years old we should expect to see this number

people and over time have recognised the importance

ramp up over time as share incentive schemes begin to

of equity participation for long term success. The

vest leading to increased levels of ownership by

majority of firms’ employees hold less than 25% of

employees.

equity. Most often equity in the business vests over a

g. Number of employees holding equity
60%

2016
51.1%

% of firms

50%

2017

30%

2018

39.6%

40%

29.3%

27.1%

24.4%
20.0%

19.5%

20%
13.3% 12.5%

10%

7.3%

8.9% 10.4%

12.2%
6.7% 8.3%

7.3%
2.1%
0.0%

0%
0

1

2

3

4

5 and more

Number of employees
In 40% of firms no employees have an equity stake which is disappointing while in 27% of firms there are more than
5 employees who hold equity in the business. In many of the firms participating in the unlisted investment space,
profit share participation often takes precedence over equity ownership.
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h. Number of founders
45%
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35%
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15%

12.5%
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1

2

3

4

5 and more

Number of founders
Most businesses are started by a single founder or as

of founders. More than 5 founders is more prevalent

a partnership where there is a meeting of minds. Having

in the unlisted space where various networks and

a consistent investment philosophy that can have periods

relationships are key and a group of people coming

of underperformance takes high conviction and a certain

together can add more value than a single individual.

amount of tenacity and this seldom works with groups

% of firms

i. Mechanism used to finance company at start-up
80%
70%
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2.1%
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Finance
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capital
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2.1%

2.1%

Group
balance
sheet

Personal
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pref share
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finance
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finance and
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2.1%
Private
Equity

6.3%

2.1%

The company Traditional
Working
sold some
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bank
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financing shareholder
3rd party
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in exchange
for capital

By far the majority of businesses have been started with personal finance. Access to capital is a high enabler and is
something that is also incredibly difficult for people to gain access to. Typically it is those individuals who have had
successful careers at large institutions where they have been well remunerated who have accumulated capital to
start their own ventures.
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j. Members of team have a CFA designation
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2018
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5 and more

Number of CFA designations
There is more widespread acceptance of the CFA designation and what it represents across the industry. More firms
this year have at least one member of the team who has put in the time and effort to obtain the internationally
recognised designation.

k. Staff professional development programmes in place
90%
80%

Two thirds of all companies in the industry are spending
77.8%

70%
% of firms

the time and effort to develop their staff. This speaks
66.7%

to the fact that companies need to recognise that in this

60%

industry it is about intellectual capital and retaining the

50%

best and brightest minds. Additionally where new

40%

33.3%

30%

22.2%

businesses may not be in the position to provide their
staff with big base salaries, spending resources on the

20%

development of talent is a win for both parties.

10%

2017
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% of annual revenue spend on professional development programmes
70%

2017

60.0%

60%

2018

% of firms

50%
40.6%

40%
28.2%

30%
17.1%

20%

15.6%
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10%
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<1%

1% - 2%

2% - 3%

8.6%

8.6%
3.1%

3% - 4%

0.0%

4% - 5%

>5%

% of revenue
There has been an increase in the percentage of revenue that companies are spending on their staff professional
development. The market has been tough which has impacted asset growth and revenues. Clients have exerted
downward pressure on fees which become increasingly visible in a low return environment but additionally firms
are recognising the need to increase their investment in people and to grow the pool of talent in the industry.
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History
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2013
Listing of Top 10 firms by AUM.
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In Conversation
with
KELEBOGILE MOLOKO,
Chief Investment Officer, Prowess Investment
Managers
ESTABLISHED 2008

This is a direct transcription - unfiltered and unedited.

27four: What were some of the challenges that you

The other aspect is that it is better to partner rather

experienced in 2008 when you founded Prowess Investment

than to go on your own journey. Yes it’s a journey but

Managers?

it’s better to find like-minded people that share the
same values, business strategy and investment strategy.

Kelebogile: I think it was really an exciting period for
one to think big and to think differently in terms of what

27four: Where do you see the asset management sector

value one could bring into the financial services industry.

in the next 10 years?

When I started in 2008 it was right at the height of the
2008 credit financial crises. There was a lot of risk, but
with the support of 27four Investment Managers I
actually thought this is the opportune time because it
gives one time to really start building up and be able to
manage money in a more depressed market. I think it
also added to building one’s track record.
So that was the challenge for me as an individual, as an
investment professional and as a South African. So I
really saw an opportunity with the experience that I had
gained with my previous employers to actually make a
difference with really customised investment products
that would be seeking capital providers that are looking
to really change the landscape of the South African
economy.

Kelebogile: I’m extremely dissatisfied with how much
money we are managing considering the skills pool that
exist within the sector, given the compelling product
offering, given the innovation and given how the market
is actually structured and also given the returns that
have been achieved by black investment firms.
So what are the systemic factors that result in the slow
growth that we have seen in terms of assets being
allocated? I think one has to look at regulation, perhaps
there has to be a lot more room that is created by
regulation for asset owners to allocate assets to black
asset managers. I believe that we should be managing
if it’s not 40% then close to 50% of the assets that are
available in the market. I want to stress that we are
going to have to work together rather than work in

27four: What are some of the lessons that you can share

isolation to be able to realise that. We have to work with

with start-ups?

asset owners to demonstrate the capabilities that actually
exist and to demonstrate why it is beneficial for black

Kelebogile: If you want to start your own firm I think
you have to have conviction that there is value that you
are going to add to clients. It’s good to be entrepreneurial

investment managers to manage more assets in terms
of being able to generate more investment returns for
our clients.

but you have to think about what is the value that you
will bring that is not already in the market? And do I

Full interview available at 27four.com

have the skills to actually deliver in terms of the promise
with the business strategy that I have?

74

75

76

Assessing executive compensation and remuneration

of 2008 more jobs were shed in Europe where fixed pay

is a large part of the governance analysis that any

forms a bigger percentage as companies tried to reduce

investment analyst should undertake in an effort to

costs, than in the US where variable pay is a bigger

understand their prospective investee companies better.

component and as a result investment professionals

However as primarily a human resource endeavour, the

took a reduction in their take home pay but were able

compensation of key investment professionals within

to keep their jobs. Often start-ups can’t afford to pay

asset management is of vital importance too. As a

big base salaries so they need to compensate for this

business that is focused on intellectual property, sourcing

in other ways.

and retaining the best of the best is important for the
growth and sustainability of any asset management
business. It is important to have the right talent but
equally important to retain that talent in building up
corporate memory and to avoid the unfavourable way
in which staff turnover is looked upon in the investment
community.

In the design of staff incentivisation schemes, there
needs to be a focus on long-term risk adjusted
performance that rewards individuals for behaviour
that creates long term sustainable value for the business
as a whole and then in turn for clients. This recognises
that the long-term success of the business is dependent
on its employees and compensation plays a significant

Tailoring incentivisation packages includes an

role in the ability of a company to attract, motivate and

appreciation of the need for remuneration to be flexible

retain the top talent. Additionally a culture of shared

and not overly rules based. As businesses grow and

success should be created where teamwork is fostered

change the nature of remuneration packages will change

rather than a single star culture where one person is

with the evolving business and the needs of the

seen to benefit at the expense of others.

individuals within that organisation. Understanding the
need to balance short run and long run incentives as
well as balancing risk taking versus risk management
are key.

So at the crux of the matter lies the fact that if you
underpay your investment team and other key staff
members, you will lose that team and possibly hurt
investors. Conversely compensation packages which

Remuneration packages are most often made up of a

are overly lenient or generous could result in perverse

fixed basic salary and then a variable component that

consequences for clients as well with the team not

can include current cash, deferred cash, equity, or equity

driven or focused to deliver the best possible results

options. While current cash can encourage more short

for such clients. At the same time if you pay your team

term focus, it is the allocation of deferred compensation

in a way that incentivises excessive risk taking behaviour,

in the form of deferred cash or equity optionality and

you may also hurt investors. Overlay onto that the fact

associated claw-back provisions that centre the attention

that many new businesses and early stage asset

on the longer term. The split between the fixed and

managers especially in the black asset manager space

variable component has been the cause of much debate

are still trying to gather assets under management and

with EU legislation looking to try and regulate the

do not have backers who can inject significant amounts

percentage that can be variable in an effort to try and

of capital in order to pay big salaries and the optimal

mitigate risk taking. However during the financial crisis

package becomes very difficult to structure.
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This is where equity and an ownership stake in the

better the payoff and the satisfaction to both parties.

business becomes a valuable tool. There have been
several instances in our local industry where we have
seen this play out badly resulting in a near collapse of
the investment manager. The ability to create a culture
of shared success is crucial and that is the challenge
which needs to be surmounted. In many instances new
asset managers are ventures started by a single
individual or a small group of individuals. These are the

Within the respondent universe, 46% of all businesses
are at least 75% owned by the founders of the business
which means that currently there is not a widely spread
holding of equity amongst staff. However it must be
borne in mind that 50% of these firms are still less than
5 years old and 69% of them were started with the
personal finances of the founders.

people who are putting their corporate salaries at risk

This being said over 62% of the companies have either

and their personal capital on the line for the success of

a single or only two founders. To not distribute equity

a new venture. It is often a bridge too far for them to

amongst your key investment professionals and biggest

dilute their ownership in order to incentivise the teams

asset in order to create an alignment of interests, is a

that they build around them. However it is crucial to

story that we have seen play out badly a number of

acknowledge that these businesses will not and cannot

times in the local industry. This has created huge

thrive on a single individual alone and that a broader

amounts of staff turnover as talented individuals look

team around that person is essential. That team needs

for better rewards elsewhere and ultimately leads to

to feel that they are then part of the success of the

dissatisfaction amongst clients.

business and that a below market related salary and
compensation at the start will be compensated for over

What is encouraging to see is the trend towards more

the long term if they too, are willing to invest the

employees being incentivised with equity across the

necessary energy in building something bigger.

industry. As shown in the graph below, in 2018 we have
seen an increase in the number of firms where more

At the same time a new business at start up is not worth

than 5 employees have equity to 27% and a decline in

much in terms of the value of the equity that is given

the number of firms where no staff have equity. However

to staff. The challenge is not losing staff further down

at almost 40% this number is still too high.

the line when suddenly the value of their stake has
grown significantly and they no longer feel that there

For the founder who feels like they are the only person

is significant upside left. The temptation is then to sell

in the business who has taken on significant risk and

out at the top and take the profit and move on to greener

put in all of their own capital to start a business, it must

pastures. This is why the structure of equity ownership

be remembered that 100% of something that fails to

that is given to staff and the vesting periods and potential

gain scale is smaller than 10% of a business that hits

clawback arrangements are crucial to negotiate and

the right growth trajectory and scales up into a significant

secure upfront at the initiation of any staff equity

player in the market. Talented investment professionals

incentive scheme. The more time invested in negotiating

are not always talented entrepreneurs but they may

and setting up terms favourable to both parties from a

well be taking on career risk joining a smaller, less

long term sustainability and tax perspective, the much

prestigious firm at start-up.
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Number of employees holding equity
60%

2016
51.1%

% of firms

50%

2017

30%

2018

39.6%

40%

29.3%

27.1%

24.4%
20.0%

19.5%

20%
13.3% 12.5%

10%

7.3%

8.9%

12.2%

10.4%
6.7%

8.3%

7.3%
0.0%

0%
0

1

2

3

2.1%

4

5 and more

Number of employees
Asset management is a business that in its current form

Firms need to take the time to structure packages that

requires talented people. The pool of talented individuals

attract, retain and reward individuals and recognise the

is growing but there is still fierce competition between

need to tailor these to the specific levels of responsibility

firms with various levels of resources for the best of the

that people have and the individual circumstances of

best. Often smaller firms report dissatisfaction with the

people. After all, for many people, money isn’t the only

pool of talent or the ability to attract a bigger pool of

form of compensation.

talent. Part of this is recognising that your primary tool
for fishing in this pool of talent is a well-constructed and
well-articulated remuneration package. The package
needs to compensate people for their efforts and
incentivise them to create value for clients and for the
business.
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a. Financial Sector Conduct Authority (FSCA)
50

Number of firms

45

41

40

2016

44

2017

36

2018

35
30
25
20
15
10

5

5

4

4

0
Yes

No

4 firms are registered as juristic representatives on

through the amendment of the Fit and Proper

other Financial Service Providers’ licenses. This

requirements under the FAIS Act has increased the

arrangement is typically followed when new or up-and-

financial soundness requirements for juristic

coming asset managers are in the process of applying

representatives. This is a strong signal from the regulator

for their own license but are awaiting approval from

that it is not in favour of these type of arrangements.

the regulator. This will allow them to continue with their

However, it is encouraging to see new black asset

business activities until such time they receive approval.

managers coming to market applying for and obtaining

However, the Financial Sector Conduct Authority (FSCA)

approval for their own licenses.

b. Number of key individuals on FSCA license

Number of firms

25
20

2017
19

18

20

20

2018

15
10
6
5

3

2

1

2

1

1

0

0
1

2

3

4

5

>5

Number of key individuals
Majority of the firms (86.84%) participating in this year’s survey have been in operation for less than 10 years. Younger
firms typically have limited resources and senior staff member/s are appointed as key individuals. This is reflected
in the large number of firms with one or two key individuals registered on a licence. Investors are increasingly requiring
that asset managers have more than two key individuals to ensure continuity within the business.
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c. Hold licenses with regulators outside South Africa
100%

90.6% 87.9%
87.8% 86.7% 85.4%

90%

2015

80%
% of firms

2014

70%

2016

60%

2017

50%

2018

40%
30%
20%
10%

9.4%

12.1% 12.2% 13.3% 14.6%

0%
Yes

No

Regulators outside South Africa

Number of firms

Financial Services Regulatory Authority (Swaziland)

3

Financial Services Commission (Mauritius)

2

NAMFISA

3

Central Bank of Lesotho

2

Participants that do hold licenses outside of South Africa typically cater for clients they have on the continent. The
number of firms holding licenses outside of South Africa has increased from 6 (2017) to 7 (2018). One firm is licensed
in two jurisdictions and another one is licensed in three jurisdictions outside of South Africa.

d. Compliance officer
100%
90%

87.5%

84.4% 82.9%

88.9% 91.7%

2014
2015

% of firms

80%
70%

2016

60%

2017

50%

2018

40%
30%

17.1%
12.5% 15.6%
11.1% 8.3%

20%
10%
0%
External

Internal
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External compliance officers used

Number of firms

Adzuri Management Consultancy

1

Anchor Capital (juristic rep arrangement)

1

Ayanda Khumalo

1

Compli-Serve SA

8

eComply

4

H4 Collective Investments (RF) Proprietary Limited

1

Horizon Compliance

2

Independent Compliance Services

14

Moonstone Compliance

7

Mpahlwa Incorporated

1

Outsourced Compliance Services

1

Simply Comply

1

Sirius Lex Consulting (Pty) Ltd

1

Thipa Denenga Inc.

1

Almost 92% of all firms prefer to outsource their

Similar to last year, this link in the supply chain remains

compliance function; up from 82.93% in 2016 to 91.67%

largely untransformed and established compliance firms

in 2018. With the ever increasing complexities and

remain the preferred service providers (such as

reporting requirements associated with compliance, we

Independent Compliance Services, Compli-Serve SA and

will continue to witness an increase in the percentage

Moonstone). This remains a market penetration

of firms outsourcing this function to allow them more

opportunity for B-BBEE compliance officers as

time to focus on their strategic business imperatives.

preferential procurement is a key element under the
Amended Financial Sector Code.

e. GIPS compliance verified by a 3rd-party
90%

81.1%

70%
% of firms

75.6%

75.0%

80%

63.6%

68.3%

2015
2016

60%

2017

50%
36.4%

40%
30%

2014

2018

31.7%

25.0%

24.4%

20%

18.9%

10%
0%
Yes

No
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External GIPS verifiers

Number of firms

KPMG

1

eComply

2

PwC

2

AQRate

1

Deloitte

1

Independent third party GIPS verification is regarded as global best practise in the representation and disclosure
standards of a firm’s investment performance. However, GIPS compliance verification is not compulsory and the cost
of verification is borne by the asset manager. We believe these are the main reasons why we have seen a steady
decrease in firms having their investment performance GIPS verified, coupled with the lack of interest for GIPS
verification by asset owners.

f. External auditor
External auditors

Number of firms

ANF Inc

1

Barakabora Assurance

1

BDO

2

BN Jooste & Co

1

Certified Master Auditors (S.A) Inc

1

Deloitte

9

Exceed Johannesburg

1

Grant Thornton

3

KPMG

6

Mazars

2

MMB Consulting

1

Moore Stephens

1

Nexia SAB&T

1

Ngubane Chartered Accountants and Auditors

1

PwC

3

Reashoma Auditors Inc

1

Reliable Accountants

3

RWFC

1

SizweNtsalubaGobodo

7

VLA

1

XJM Auditors

1

86

We have seen an increase in the total number of firms

firms with a Level 1 B-BBEE rating increased from 26.67%

using one of the big 4 global audit firms; up from 16 in

in 2017 to 79.17% in 2018 largely as a result of both

2017 to 18 in 2018. The most notable is that of Deloitte

KPMG and Deloitte qualifying for a Level 1 contributor

whose market share increased from 5 firms in 2017 to

status. SizweNtsalubaGobodo, a local black-owned firm

9 in 2018. The governance related issues at KPMG was

is well represented with 7 asset managers utilising their

the main reason behind the migration of clients from

services. The company has also recently announced

KPMG to Deloitte. EY is the only auditor who is not

that they are joining the Grant Thornton global network

utilised by black firms. The percentage of external audit

and have renamed the business SNG Grant Thornton.

g. Fund administration
90%
70%
% of firms

82.9%

80.7%

80%

2014

79.2%
73.3%

69.7%

2015
2016

60%

2017

50%
40%

2018

30.3%

30%

19.4%

20%

26.7%
17.1%

20.8%

10%
0%
External

Internal

External fund administrators

Number of firms

Peregrine

1

Prescient Fund Services

11

Maitland Fund Services

19

Curo Fund Services

2

Sanne Group

2

Automated Outsourcing Services (AOS)

1

Augentius

1

Realfin

1

Both locally and globally we are witnessing asset

specialist third party investment administrator enables

management firms (from small to large) outsourcing

asset managers to focus on their core business which

investment administration to specialist third party

is managing money. Specialist third party investment

investment administrators. This trend has become global

administrators make use of world class administration

best practise and there is good reason for this; it

systems ensuring that investors receive accurate and

eliminates any conflict of interest between the manager

timeous reporting. In line with global standards we are

of client assets and the administrator of client assets.

witnessing the same trend amongst our participating

An asset manager’s core focus is to ensure that it

firms with an increase in the appointment of external

continues to deliver stellar investment returns and

fund administrators from 73.33% in 2017 to 79.17% in

management’s time should be dedicated to driving

2018. Majority of respondents procure administration

strategy as opposed to buying expensive systems and

services from Maitland Fund Services and Prescient

managing back office operations. Partnering with a

Fund Services.
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h. Insurance cover
Firms holding insurance cover:
120%

2014

% of firms

100%
80%

90.0%
68.8%

93.3%

97.9%

2015
2016

74.2%

2017

60%

2018

40%

31.3%

25.8%

20%

10.0%

6.7%

2.1%

0%
Yes

No

Insurance providers

Number of firms

AIG

6

Marsh

14

Santam

4

Camargue

9

Hollard

4

Royal Square Financial

1

Lloyds of London

1

AON SOUTH AFRICA

2

Stalker Hutchison Admiral

2

Marsh in conjunction with Leppard underwriting

1

Southern Cross

1

Commsure Financial Services

1

It is a legislative requirement for discretionary asset

regulator has placed minimum requirements in place

managers to have Professional Indemnity and Fidelity

it is ultimately the responsibility of the licensed entity

Insurance Cover of at least R5 million. The level of cover

to conduct the risk assessment, quantify the level of

required is based on a risk assessment of the business

cover needed and procure services to implement the

and the size of assets under management. Whilst the

required cover.
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Crime and professional indemnity cover as a % of total AUM:
70%
60%

2017
57.1%

59.6%

2018

% of firms

50%
40%
31.0%31.9%

30%
20%
11.9%
8.5%

10%
0%
0% - 2%

2% - 4%

>4%

PI cover as a % of total AUM

Directors and officers liability cover as a % of total AUM:
80%
70%

As discussed above, it is the responsibility of the asset
69.1%70.2%

manager to ensure that they are adequately covered
as there are no statutory levels set by the FSCA on the

% of firms

60%

level of cover required for each Rand managed. However,
insurance companies do maintain industry statistics

50%

and can provide guidance to their clients based on their

40%

independent risk assessment of the asset manager’s

30%
21.4%

23.4%

20%
9.5%

10%

business. In 2018, the majority of firms continued to
hold cover of between 0% and 2% of assets under
management. We believe the regulator should provide

6.4%

better guidance in terms of the level of insurance cover
required by asset managers as a percentage of assets

0%
0% - 2%

2% - 4%

>4%

DO cover as a % of total AUM
2017

2018

under management and not just impose an absolute
minimum. This will ensure that clients have the comfort
that they are adequately covered in the unfortunate
event of a black swan occurrence.
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i. Regulation 28 compliance reporting
70%

62.5%

2015

53.3%
46.7%

50%
% of firms

2014

62.2%

59.4% 57.9%

60%

37.5%

40%

40.6% 42.1%

2016
37.8%

2017
2018

30%
20%
10%
0%
External

Internal

External Regulation 28 verifiers

Number of firms

Prescient Fund Services

7

Maitland Fund Services

8

Curo Fund Services

2

Sanne Group

1

Realfin

1

Independent Compliance Services

2

Moonfire Technology

1

H4 Collective Investments ( RF) Proprietary Limited

1

Majority of asset managers outsource Regulation 28 compliance reporting to external service providers. Where fund
administration is outsourced, the fund administrator already has the systems in place and access to the information
to conduct the Regulation 28 compliance function. Hence most fund administrators include Regulation 28 compliance
reporting as part of their suite of services provided to asset managers.

j. Compliance policies
Available on website
80%

68.8%

70%
55.6%

% of firms

60%
50%
40%

2017
2018

44.4%
31.3%

30%
20%
10%
0%
Yes

No
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Policies in place
105%

2018
100%

100%

100.0%
97.9%

97.9%
95.8%
93.8%

% of firms

95%

93.8%
89.6%

90%
85%

83.3%

83.3%

80%
75%
Conflicts of
Treating Complaints Protection
interest
customers
of personal
fairly
informaion

FICA

FAIS

Business
continuity
& disaster
recovery

Personal
Risk
account management
trading

ESG

In order to conduct business as a discretionary asset

there are some who don’t have their own licenses and

manager it is mandatory for a financial services provider

operate as juristic representatives on other firms’ licenses

to have certain compliance policies in place. It is

who do not make these policies available online.

considered best practice for asset managers to make

Conflicts of Interest and Business Continuity and Disaster

compliance policies available to the public through

Recovery policies are the two policies that all firms have

publishing these policies on their websites. Some asset

in place with Protection of Personal Information and

managers do not have fully functional websites and

ESG policies being the least implemented.

k. B-BBEE rating of external service providers
Services procured
100%

Non-Compliant

90%

8

80%

7

70%

6

60%

5

50%

4

40%

3

30%

2

20%

1

10%
0%
Auditor

Compliance
Fund
GIPS
Regulation 28
Officer
Administrator Verification
Reporting

Insurance
Provider

Average
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% of service providers

Average B-BBEE ratings of service providers: 2017 vs 2018

30%

27.7% 27.3%

2017

25.0%

25%

23.0%

23.8%

2018

19.8%

20%
15%

13.3%
10.7%

9.2%

10%
5%

2.5% 2.0%

3.3%
2.0%

1.9%
0.0%

0.0%

0%
1

2

3

4

5

8.2%

6

7

0.4%

8

NonCompliant

When we compare the average B-BBEE rating of all

this improvement by the two global auditing firms, the

external service providers the participants procured

remainder of our analysis remains largely unchanged

services from in 2018 relative to the 2017 averages,

and this is disappointing.

there was a substantial increase in services procured
from Level 1 B-BBEE contributors, up from 10.71% in
2017 to 25% in 2018. At face value this number seems
encouraging but some further detail is required to
contextualise it. Almost 80% of this year’s participants’
annual audits were conducted by audit firms with a
Level 1 B-BBEE contributor status. The source of this
increase was from Deloitte and KPMG whose B-BBEE
rating improved from Level 2 to Level 1 which also
explains the big drop in services procured from Level
2 B-BBEE rated providers from 2017 to 2018. Apart from

Through the increase in demand for black asset
management services, the participants not only have
the opportunity but the means to accelerate
transformation across the financial services industry
supply chain by procuring services from B-BBEE entities
and implementing supplier development programmes.
Through firm downstream preferential procurement,
the participants can create a strong multiplier effect
that will enhance and accelerate transformation across
the industry
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History
of the survey

2014
Fund performance introduced.
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In Conversation
with
ASIEF MOHAMED,
Chief Investment Officer, Aeon
Investment Management
ESTABLISHED 2005

This is a direct transcription - unfiltered and unedited.

27four: What were some of the challenges that you

same philosophy as their bosses. They are very reluctant

experienced in 2005 when you founded Aeon Investment

to support or even give black managers the opportunity

Management?

to manage money. One of them could be career risk, if
they could get it wrong, then there is a good chance

Asief: When I started in December 2005, it was a very

that they would get fired.

difficult period for black people to start their own
investment management firms. The challenge was the

27four: What are some of the lessons that you can share

asset consultants, the multi-managers and the trustees,

with start-ups?

what we call gatekeepers, not in a negative way but for
lack of a better word. When you went to pitch or present
to them, after you start off they would say, “Oh you
need a one year track record.” And these are the big
multi-managers by the way at the big life companies
especially in Cape Town. Subsequently after a year you
go back to them again and you say okay you have got
a one year track record they say; “no no no you got to
have a three year track record.” And when you go back
to them with a three year record, and a very good three
year track record by the way, then they turn around
and say the purpose has changed and the rules of the
game have changed again.
27four: Are the challenges you faced 10 years ago still the
same ones facing asset managers today?
Asief: Essentially the same issues - 5% of assets are
managed by black owned and black managed firms.
There is a lack of belief that black people can manage
money. They still have the mentality where they just
allocate 5% or 10% to ten or so black asset managers
in incubation. The big consultants and life companies

Asief: The industry is a lot more competitive. I would
encourage people to go to alternative areas instead of
just equities because everybody is competing in this
space. Firms are all going for the same, you might call
it state owned enterprise affiliated, and union affiliated
funds. They should go and target the private sector
funds and other asset classes, multi-assets, offshore
assets, and quantitative assets. The one area that’s
opening up really well and it’s a very big opportunity is
private equity funds. I believe that the competition is
not that high there; the fees are a lot higher than the
long only funds.
27four: Where do you see the asset management sector
in the next 10 years?
Asief: My view is that we can do really well over the
next five to ten years. However it requires every player
in this industry especially investment professionals who
want to start their own business to actually contribute
to make South Africa a better place for everyone to live in.
Full interview available at 27four.com

really don’t believe that black managers can manage
money.
Black people working in those organisations have the
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Respondents are supportive of the policies being

Sector Code. Respondents are also supportive of the

proposed and implemented to transform the asset

easing of licensing and other requirements for black-

management sector into a competitive and inclusive

owned companies in the financial sector provided that

market. The recent targets set in the Amended Financial

consumers’ interests are protected.

Sector Code (2017) have been well received. There was
overwhelming backing of the Department of Trade and
Industry’s proposal that by 2019 state assets must be
managed by firms that are at least 51% black-owned;
that appropriate targets should be set in the Financial
Sector Code for asset managers and asset consultants
and that the B-BBEE Scorecard for Retirement Funds
become compulsory. Very few respondents disagree

The last decade has witnessed the consolidation of
stand-alone retirement funds into umbrella
arrangements sponsored by the large financial
institutions. The majority of respondents agree that
these financial institutions restrict the inclusion of black
asset manager products onto the funds’ menu and
therefore prevent access to markets for black firms.

that some of the rules have the inadvertent outcome

The 2018 survey also draws attention to the number of

of increasing the barriers for new entrants or stifling

respondents who have no view on important policy and

growth opportunities of emerging black firms.

legislation that impacts the financial sector. This also

The overwhelming majority agree that the state and its
multiple agencies are not determined to break the
oligarchy structure of the financial services sector. There
is also support for implementing strict monitoring and

implies that industry bodies and professional
associations should be doing more advocacy and
education around legislation and policies directed at
the sector.

sanctioning pertaining to compliance with the Financial

a. Do you think that the current B-BBEE targets under the Amended Financial Sector Code of
2017 (FSC) on ownership, management control, procurement, skills development etc. are:

% of firms

80%

68.8%

The targets set by the Amended Financial Sector Code

70%

of 2017 were well received by the majority (68.75%) of

60%

respondents. Only one in five (22.92%) reported that
the targets were too low; while less than one in ten

50%

(8.33%) found the targets too high.

40%
30%

22.9%

20%

8.3%

10%
0%

Too low

Too high

At the right
levels

2018

97

b. Do you think that compliance with the FSC should be a condition of licensing?
70%

More than half (60.42%) of the respondents agree that

60.4%

companies applying for licences to operate in the

60%

financial sector should be compliant with the Financial

% of firms

50%

Sector Code. It is notable that one fifth of the

40%

respondents don’t have a view, while a similar number
of respondents disagree that licensing should be

30%

18.8%

20%

20.8%

conditional on compliance with the Financial Sector
Code.

10%
0%

Yes

No

Don’t have
a view

2018

c. Do you think that financial institutions should be fined for not meeting B-BBEE targets?
70%
60%

One in five (20.83%) respondents are against
58.3%

implementing sanctions against firms that are noncompliant in meeting B-BBEE targets. Over half (58.33%)

% of firms

50%

of the respondents agreed with the statement of

40%

instituting fines for firms that do not meet the set BBBEE targets. One fifth of respondents don’t have a view

30%

20.8%

20.8%

20%

on penalties for non-compliance with the Financial Sector
Code targets.

10%
0%
Yes

No

Don’t have
a view

2018

d. Do you think that government and other relevant institutions give concerted attention to
reducing the high levels of oligopoly in the financial sector and encourage new entrants?
100%

An overwhelming majority (81.25%) of respondents do
81.3%

not support the statement that government and its

% of firms

80%

associated agencies are resolute in reducing the
concentration of ownership and control of the financial

60%

sector.

40%
20%

12.5%

6.3%

0%
Yes

No

Don’t have
to view

2018
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e. Do you think that the required capital adequacy for licensing (life, banking etc.) are
barriers for black-owned companies in the financial sector?
70%

Majority (62.50%) of respondents reported that the

62.5%

required capital adequacy for licensing are barriers to

60%

black-owned companies. Notably two in five respondents

% of firms

50%

either do not agree (18.75%) or have no view (18.75%).

40%
30%
20%

18.8%

18.8%

No

Don’t have
a view

10%
0%
Yes

2018

f. Do you support the easing of licensing and other requirements for black-owned companies
in the financial sector, provided that consumers’ interests are protected?
70%

Just over 60% of companies reported that they will back

60.4%

the easing of licensing and other requirements for black-

60%

owned companies in the financial sector. A quarter

% of firms

50%

(25%) of respondents do not support the easing of the

40%

licensing requirements for black-owned firms in the
financial sector.

25.0%

30%

14.6%

20%
10%
0%
Yes

No

Don’t have
a view

2018

g. Do you support the dti’s proposal that by 2019 state assets must be managed by asset
management entities that are at least 51% black-owned?

% of firms

90%

85.4%

There is overwhelming consensus (85.42%) with the

80%

dti’s proposal that by 2019 state owned assets must be

70%

managed by firms that are at least 51% black-owned.

60%
50%
40%
30%
20%

12.5%

10%

2.1%

0%
Yes

No

Don’t have
a view

2018
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h. Do you think that appropriate targets should be set in the FSC for asset managers and asset
consultants?

% of firms

90%

85.4%

Resistance to setting appropriate targets in the Financial

80%

Sector Code for asset managers and asset consultants

70%

is insignificant (2.08%). There is overwhelming support

60%

(85.42%) for establishing transformation targets in the

50%

asset management sector.

40%
30%
20%

12.5%

10%

2.1%

0%
Yes

No

Don’t have
a view

2018

i. Would you like to see the B-BBEE Scorecard for Retirement Funds become compulsory?

% of firms

90%

81.3%

Four out of five (81.25%) respondents are in favour of

80%

promulgating the B-BBEE Scorecard for Retirement

70%

Funds. There is insignificant (4.17%) resistance for the

60%

B-BBEE Scorecard to drive transformation of the

50%

retirement fund industry.

40%
30%
14.6%

20%
4.2%

10%
0%
Yes

No

Don’t have
a view

2018

j. Do you think that industry umbrella funds sponsored by the large financial institutions limit
the inclusion of black-owned asset manager products on the menu card?

% of firms

80%

Two thirds (68.75%) of respondents agree that umbrella

68.8%

70%

funds sponsored by large financial institutions restrict

60%

the inclusion of black-owned asset manager products
on their platforms.

50%
40%
27.1%

30%
20%
4.2%

10%
0%
Yes

No

Don’t have
a view

2018
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k. Do you think that industry umbrella funds sponsored by financial institutions should be
allowed to offer the full service: administration, insurance and asset management or they
should only be allowed to offer one of their capabilities and allow the rest to be offered by
independent providers?

% of firms

50%

43.8%

45.8%

Almost half (43.75%) of the participants hold the view

45%

that all the services provided by industry umbrella funds

40%

should not be provided by the sponsor of the umbrella

35%

arrangement. An equal number of participants do not

30%

hold a view on this and just over 10% of respondents

25%

are supportive of financial institutions controlling the

20%
15%

full value chain of services under an umbrella arrange10.4%

ment.

10%
5%
0%
Full service:
Offer one of their
administration, capabilities and
insurance and allow the rest to
asset
be offered by
management
independent
providers

Don’t have
a view

2018

l. Do you think that you are able to compete fairly on price against the dominant incumbent
financial institutions?
60%

One third (35.42%) of respondents are confident that
47.9%

% of firms

50%
40%

their fees are competitive; while roughly one half
(47.92%) report that they cannot compete fairly on price

35.4%

against the dominant incumbent financial institutions.
The latter finding is concerning as profitability and its

30%

attendant sustainability remains a risk for almost half
16.7%

20%

of the asset managers participating in the 2018 survey.

10%
0%
Yes

No

Don’t have
a view

2018
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m. Do you think that the Financial Sector Charter Council has been effective in monitoring and
reporting on B-BBEE compliance within the sector?
45.8%

50%
45%

One in six (16.67%) respondents agree that the Financial
37.5%

40%

compliance with the Code, while approximately half

% of firms

35%

(45.83%) disagree. It is notable that two in five (37.50%)

30%

respondents have no view on the Financial Sector Charter

25%
20%

Sector Charter Council is effective in monitoring

Council’s monitoring and reporting role within the sector.

16.7%

15%
10%
5%
0%
Yes

No

Don’t have
a view

2018

n. Do you think that some regulations, have the unintended effect of increasing the barriers
to entry and impede the growth of emerging black enterprises within the sector?
90%

% of firms

80%

The overwhelming majority (77.08%) of respondents

77.1%

agree that there are legislations that have the inadvertent

70%

effect of increasing barriers to entry and impeding the

60%

growth of emerging black firms in the financial sector.

50%

Few (8.33%) disagree with the statement.

40%
30%
14.6%

20%

8.3%

10%
0%
Yes

No

Don’t have
a view

2018
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To gain a millennial perspective on transformation
we spoke to six tertiary students from different parts
of the country. For these young students, transformation signals change. While there are as many meanings of transformation as the number of students
interviewed; there is unanimity about the kind of
shifts that they would like to see in South Africa and
in the Financial Services Sector. These are:
Diversity matters: institutions that are critical to
socio-economic and political development should
reflect the diversity of the country.
Access matters: it is important to focus on removing
the barriers that will compromise realising their rights.
Gender matters: the role of women in the Financial
Services Sector cannot be discussed without
interrogating the status of women in society.
Transformation needs to be accelerated: the pace
of transform-ation is slow and there needs to be
interventions by the state to increase the momentum.

103

104

This is a direct transcription unfiltered and unedited.

Name
Age
Gender
Degree
Home Town
Higher Education Institution
Year of Study

Nyasha Mucheka (NM)

Akhona Mbadamana (AM)

Modise Moremi (MM)

21
Female
BCom Financial Science
Mutare, Zimbabwe
University of Pretoria
2nd Year

26
Female
BCom Investment Management
Butterworth, Eastern Cape
Milpark Business School
3rd Year

21
Male
BCom Financial Accounting
Hertzogville, Free State
North West University
2nd Year

Question 1

Question 2

What does transformation mean to you?

Do you think that the Financial Services Sector is
transformed?

AM: I think transformation is about inclusivity for me,
being included in the agenda and the programs within

NM: If I compare South Africa to Zimbabwe, South Africa

the Financial Services Sector but for a broader perspec-

is at a better level in terms of the financial services

tive in the agenda that concerns the country so I think

because more people are getting employment even

as a black young professional or a student that’s what

though the unemployment level is high. There are

it means for me.

chances if you want to start your own business for
instance you can get funds and all those things, in Zim

SN: So to me transformation means access more than

it’s not the same.

anything. A whole lot of career prospects are there, but
if you are unable to access them they remain just that,

SN: No, but a few strides have been made since 1994.

career prospects that exist. And being able to have an

If you look at asset management as an example you still

environment that allows me to transition from being a

have less than 9% of asset management companies that

student to being a professional in the sector and if I

are black owned. When I say black owned I am including

want to go into the business side of it there must be an

all previously marginalised groups, not only African

enabling environment that allows me to transition from

owned asset management firms. I believe asset

being a professional into being an employer within the

managers drive the entire economic system because

space.

they are the ones who channel where funds must be
invested. The low participation of black firms speaks to

SS: For me transformation as a student would mean
change, change from any oppressive or unjust system,
any kind of patriarchal, racist or any other injustice. If
I could add, as a student leader I am able to shout more

the fact that it’s still a highly concentrated sector in the
hands of the minority, which is not good given the fact
that the majority that was marginalised is still
marginalised.

about transformation, but when you get into the industry
I feel people start being quiet because they are put in

Question 3

certain positions and there are certain things that you

What more can be done to transform the Financial Services

can’t speak of when it comes to transformation because

Sector?

you are comfortable, because that’s where your bread
is buttered.

RC: Where we are not getting it right, from purely the
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Rory Clark (RC)

Sifiso Ngcobo (SN)

Siphosethu Sandi (SS)

20
Male
BCom Accounting
Mill Park, Port Elizabeth
Nelson Mandela University
3rd Year

24
Male
BCom Accounting
KwaMashu, KwaZulu-Natal
University of the Witwatersrand
3rd Year

22
Female
BCom Accounting Sciences
East London, Eastern Cape
Nelson Mandela University
3rd Year

foundation of education I think that’s where things are

MM: I think they are trying by all means to make sure

going very wrong. People aren’t educated well enough

that they are up to date and competent. I think I am

to be equipped to be educated at university and it’s a

being equipped (with practical knowledge) about the

domino effect and that really sets back this industry

industry. At the moment in my town there is only one

quite a bit I think.

bank. I always hear people complaining about the
charges, I look to hopefully go into a franchise with one

AM: Bodies such as ABSIP [Association of Black Securities

of the banks to alleviate my community’s concerns.

and Investment Professionals] who are supposed to
come up with regulations to enforce the diversity and

SS: In terms of transformation I feel ever since the

the transformation in this industry should make it

2015/2016 #feesmustfall marches, the institutions of

happen sooner rather than later.

higher learning were forced to make transformation a
priority. When you bring it down the curriculum of the

SN: The only thing we have now as African people is we
control the regulatory environment because we are the
government of the day. So the government must now
be more forceful and aggressive in terms of the
regulation of the Financial Services Sector and to make
sure that they tell the already existing players in the
different subsectors that they have to transform not
only as a tick box exercise. Also establishing mechanisms
in order to monitor the progress, then firms within that
space will not only do it as a tick the box exercise but
they will do it knowing that without complying with the
prerequisite that the government is imposing upon

universities is still very backward and patriarchal and
Eurocentric especially when you speaking about business
and economics or the finance faculties. In first year you
are just told to go into the classroom, talk about debits
and credits and that’s it. Nothing about transformation
or any socio-economic issues that we are supposed to
know of these days. There are dialogues around
transformation but no implementation that you can
see. They are not equipping us at all. As a student you
take it upon yourself to join societies and then that’s
when you will be conscientised about transformation,
gender and about racism.

them they will lose their licenses to trade.
RC: It’s really been a blessing learning what I am learning.
Question 4
Has your expectations about the Financial Services Sector
been met in your studies at your institutions and are you
able to bring that knowledge to your communities?

I find it really interesting. I think it’s been a good overall
experience. I got to experience learning with people of
different cultures, learning with them and learning about
them and it’s been very interesting. On the BANKSETA
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project I worked very closely with some of my peers

provide an enabling environment. In Johannesburg there

and I actually learnt a lot and I have actually become

are more opportunities and as a black person you feel

more understanding and more accepting of this current

comfortable to grab opportunities without dealing with

situation.

unnecessary barriers that are going to hinder you.

Question 5

Some answers have been redacted for publication purposes.

Do you know any black asset management firms? Where
would you like to be after you graduate?
NM: I am not familiar with any of them. I am scared.
Even if I get a degree there is no guarantee of work
because preference (is given) to the South African
citizens. And if I go back home with an SA degree, I will
have a challenge to fit in.
SN: I want to stay in Gauteng because as you know this
is the hub of the financial sector. So I think I would be
able to grow a greater network when I am here in
Gauteng. Over time I would decide to transition
particularly in the asset management space, I can go to
Cape Town because the majority of asset managers are
based in Cape Town.
SS: I am familiar with Aluwani Capital Partners. I was
going to go to Cape Town but in my second year decided
that Johannesburg is where I would love to go after my
undergraduate. I feel that the Western Cape does not
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a. Signatories to the United Nations Principles for Responsible Investment (UN PRI)
Aeon Investment Management

Makalani Management Company

Afena Capital

Mazi Asset Management

All Weather Capital

Meago Asset Managers

Argon Asset Management

Mergence Investment Managers

Kagiso Asset Management

Mianzo Asset Management
Source: https://www.unpri.org/signatories
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10

10

10
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The PRI constitutes a set of globally endorsed investor

owners are signatories. Whilst responsible investing

principles that are considered best practice when it

continues to gain momentum globally, and with South

1

Africa having been recognised as an early leader of

“Signing the internationally-recognised Principles for

responsible investment, it would seem that South Africa’s

Responsible Investment allows your organisation to

progress appears to have lost momentum.

comes to responsible investing. According to the PRI

publicly demonstrate its commitment to responsible
investment, and places it at the heart of a global
community seeking to build a more sustainable financial
system.” There are currently more than 2000 signatories
globally, representing more than USD70 trillion in assets
under management. For the payment of an annual
signatory fee in GBP - which can prove a challenge for
smaller asset owners and emerging asset managers in
South Africa - PRI provides its signatories with a number
of best practice resources and investor tools. The PRI
Reporting framework which all signatories complete
annually is also recognised as the largest global reporting
project on responsible investment. The framework helps
signatories to assess their progress against global best
practice.
South Africa has 54 signatories to the PRI. 37 of these
are asset manager signatories. Black asset managers
represent 27% of this total, largely unchanged from
2017. The power to influence and bring about change
in the industry is largely driven by asset owners so it is
disappointing to note that only 9 South African asset
1

Source: https://www.unpri.org/

One reason for the relatively slow uptake of additional
PRI signatories in South Africa could be because of
CRISA 2 , South Africa’s own Code for Responsible
Investing, which launched in 2011. CRISA’s 5 Principles
are closely aligned to the 6 PRI Principles and as a result,
some asset managers endorse CRISA, but don’t formally
sign up to the PRI. CRISA has no formal signatory
application process or annual fee as it is intended to
work along the lines of the King Governance Codes
where endorsers of King IV “apply and explain” how
each of the principles have been applied. Similarly, CRISA
has annual reporting and disclosure expectations as to
how the 5 CRISA Principles have been applied.
Over and above the investment merits of being
responsible investors, increased regulation may also
play a role in this renewed focus given the 2018 issuance
of the Draft Sustainability Reporting Directive by the
FSCA. Once issued, this directive will inform how
retirement funds report on their responsible investing
practices going forward.
2

Source: https://www.iodsa.co.za/page/CRISACode
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The Principles for Responsible Investment (UN PRI)
1. We will incorporate ESG issues into investment analysis and decision-making processes.
2. We will be active owners and incorporate ESG issues into our ownership policies and practices.
3. We will seek appropriate disclosure on ESG issues by the entities in which we invest.
4. We will promote acceptance and implementation of the Principles within the investment industry.
5. We will work together to enhance our effectiveness in implementing the Principles.
6. We will each report on our activities and progress towards implementing the Principles.

b. Endorse the Code for Responsible Investing in South Africa (CRISA)
80%

% of firms

60%

2014

68.3%

70%

60.6%

64.6%

2015

57.8%

53.1%

2016

46.9%

50%

42.2%

39.4%

40%

31.7%

2017
35.4%

2018

30%
20%
10%
0%
Yes

No

It is pleasing to see that almost 65% of all managers

CRISA applies to institutional investors such as retirement

surveyed endorse CRISA. Unlike the UN PRI, CRISA has

funds and their service providers, such as asset

no formal sign-up process to formally endorse CRISA.

managers and consultants. The Association for Savings

Endorsement of CRISA takes place when investors

and Investment South Africa (ASISA) took over the

incorporate the 5 CRISA Principles into their policies,

responsibility for providing secretariat support to the

strategies and reporting processes. Much like the King

CRISA Committee in 2017. 2018 saw the CRISA

Governance Codes it is not necessary to “sign up” to

Committee adopting the decision to extend the

CRISA and there is no annual membership fee. However,

application of CRISA to all asset classes whereas

like the reporting requirements of endorsers of the King

previously CRISA’s primary focus had been on listed

Governance Code “King IV”, organisations deciding to

equities. This decision is aligned to the international PRI

endorse CRISA are required to disclose at least annually

principles, Regulation 28 and the draft FSCA Sustainability

how their organisation is applying the CRISA principles.

Reporting directive issued for industry consultation in
2018.
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CRISA principles
1. An institutional investor should incorporate

4. An institutional investor should recognise the

sustainability considerations, including environ-

circumstances and relationships that hold a

mental, social and governance, into its invest-

potential for conflicts of interest and should

ment analysis and investment activities as part

proactively manage these when they occur.

of the delivery of superior risk-adjusted returns
5. Institutional investors should be transparent

to the ultimate beneficiaries.

about the content of their policies, how the
2. An institutional investor should demonstrate

policies are implemented and how CRISA is

its acceptance of ownership responsibilities in

applied to enable stakeholders to make

its investment arrangements and investment

informed assessments.

activities.
3. Where appropriate, institutional investors
should consider a collaborative approach to
promote acceptance and implementation of
the principles of CRISA and other codes and
standards applicable to institutional investors.

c. Extent to which firms integrate Environmental, Social and Governance (ESG)
factors into investment decision making
ESG policy is publicly made available
70%
60%

A publicly available ESG policy should provide an
58.3%

investing, including their responsible investing

50%
% of firms

overview of an asset manager’s approach to responsible
41.7%

40%

philosophy and how ESG factors are being integrated
into their investment process. Public disclosure of this
policy meets the requirement of being transparent, a

30%

principle that is fundamental to responsible investing
20%

best practice. Such disclosure is a requirement of both

10%

the global PRI and local CRISA initiatives. A publicly
available policy should enable stakeholders such as

0%
Yes
2018

No

clients and investee companies to understand and
assess an asset manager’s approach to responsible
investing. While it is encouraging to note that 58% of
the asset managers surveyed do have a publicly available
responsible investing policy, this should be more,
especially given that close to 65% of survey respondents
endorse CRISA which requires a publicly available
responsible investment policy.

113

ESG issues Incorporated into your investment process
90%

81.3%

2018

80%

% of firms

70%
60%

54.2%

50%
37.5%

40%

35.4%

30%
20%

10.4%

10%
0%
ESG integration

Corporate
engagement

Negative
screening

Positive
screening

None

Given the size of the South African market, the most

risk factor. Corporate engagement allows asset

commonly adopted responsible investment strategies

managers to use their power as shareholders to effect

in South Africa are integration (81%) and corporate

change. However, it must be recognised that this may

engagement (54%). Integration allows the asset

be more challenging for smaller asset managers who

managers to ensure that ESG factors are considered in

have smaller holdings in stocks and limited resources.

their existing investment process, largely as another

Have a dedicated ESG team/individual

% of firms

80%

68.8%

A dedicated ESG individual resource or team may not

70%

necessarily be an accurate reflection of how seriously

60%

an asset manager takes responsible investing. Some
asset managers argue that for true integration to take

50%
40%

place, responsible investing should be integrated in the
31.3%

investment process within the existing investment team.

30%

However, there is also merit in having an individual or

20%

team responsible for driving the process, especially at

10%

the start of the journey, when as asset manager may
decide to endorse investor codes of good practice and

0%
Yes
2018

No

look to comply with the various underlying PRI and
CRISA principles. Having a dedicated resource should
be considered on a case by case basis. Once again,
smaller asset managers may not have the financial
means or human resources available to appoint
dedicated individuals or teams for this function. In such
instances, external ESG advisers or ESG broker research
may prove beneficial so that asset managers are able
to comply with the revised regulatory requirements and
keep pace with best practice.
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Sources of ESG data
70%
60%

64.6%

2018

60.4%

56.25%

% of firms

50%
40%
30%
20%
10.4%
10%
0%
External third party
ESG data/research
provider

Internal ESG
analyst/team
research

Company

Other

Accessing ESG data has previously been identified as a

an increasing number of ESG data service providers and

challenge by asset managers when trying to assess the

brokers provide asset managers with improved quality

ESG risks of a company. However improved reporting

and availability of ESG performance data. It would seem

by corporates, driven by investor and stakeholder

that survey respondents use a number of sources for

demand and new integrated and sustainability reporting

their ESG data requirements and as a result this is fairly

frameworks such as the International Integrated

evenly spread between internal ESG research, external

Reporting Council (IIRC), Integrated Reporting Committee

third party ESG data / research provider and company

of South Africa, Global Reporting Initiative (GRI) etc. and

reports.

Proxy voting policy in place
80%
70%

71.9% 69.7%

2014
63.4%

60.0%

58.3%

% of firms

60%

2015
2016

50%

41.7%

40%

36.6%

2017
2018

28.1% 30.3%

30%

40.0%

20%
10%
0%
Yes

No

Transparency is a key requirement of responsible

such a policy in place (42% in 2018 from 60% in 2017)

investing, particularly for active ownership (proxy voting

and an even more alarming drop from a much higher

and engagement). A proxy voting policy should provide

72% of asset managers surveyed having a policy in place

a detailed description as to how the asset manager

back in 2014. The number of managers surveyed this

votes their proxies (i.e. when they would vote for or

year include a number of managers with a focus in the

against a resolution or when they would abstain from

unlisted markets where proxy voting would not apply.

voting). This provides investor clients such as retirement

This would explain the drop. Regardless, given that 65%

funds (and the ultimate beneficiaries and other

of the surveyed asset managers endorse CRISA, there

stakeholders) with an understanding of how asset

seems to be some work to be done with addressing the

managers are voting on their behalf. Given the

underlying CRISA disclosure requirements. The FSCA

importance of such a document, it is disappointing to

Sustainability Reporting Directive, once finalised, will

see the drop in the number of asset managers that have

also likely remedy this lack of disclosure of policies.
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Proxy voting frequency
60%

56.3%

Ideally, asset managers should vote the majority of their
proxies on behalf of their clients. This is important for

50%

% of firms

a number of reasons – a best practice approach to
40%

responsible investing calls for active ownership and the
29.2%

30%

asset managers surveyed in this year’s survey have
identified corporate engagement as a key method for

20%

incorporating responsible investing into their investment

14.6%

process. Asset managers exercise the right to vote on
10%

behalf of their clients and proxy voting is an instrument
used to signal to investee companies when shareholders

0%
More than
90%

Between
50%-90%

may have certain concerns. It should be recognised that

Less than
50%

not all asset managers have the size or the resources
to vote all their shares in every instance but given the

2018

increasing importance of proxy voting, it is disappointing
to note that almost 30% of the asset managers surveyed
vote less than 50% of their shares on behalf of their
clients.

Proxy voting published on website
91.7%

100%

It is somewhat concerning that in 2018, almost 92% of
asset managers surveyed do not publish their proxy

% of firms

80%

voting practices on their websites. The CRISA Disclosure
Practice Note3 makes recommendations on the disclo-

60%

sure of responsible ownership practices.

40%
20%

8.3%

0%
Yes

No

2018

3

Source: https://www.asisa.org.za/iodsa-crisa-practice-note-on-disclosure-2/
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d. ESG reporting to clients
40%

37.5%

2018

35%

% of firms

30%
22.9%

25%
20%

20.8%

18.8%

15%
10%
5%
0%
Annually

Quarterly

Ad hoc

We don’t report on
ESG activities
as part of our
client reporting

In light of the relatively low levels of public disclosure

19% of the surveyed asset managers do). Given the

on ESG activities by the asset managers surveyed, it is

increased recognition of the importance of responsible

encouraging to note that there is some level of reporting

investing and the FSCA Draft Sustainability Reporting

provided directly to clients. Ad hoc communication is

directive in the process of being issued, one would

the most common type of reporting as 38% of the asset

anticipate that this reporting will occur more frequently

managers surveyed report to clients on this basis. Codes

and that this will become a requirement from more

of best practice such as PRI and CRISA encourage at

retirement fund clients on a more frequent basis.

least annual public reporting on ESG activities (which

e. Measuring for Impact
Investments measured against the
National Development Plan

Investments measured against the Sustainable
Development Goals (SDGs)
90%

91.7%

100%

81.3%

80%
70%
% of firms

% of firms

80%
60%
40%
20%

60%
50%
40%
30%

18.8%

20%
8.3%

10%
0%

0%
Yes
2018

No

Yes

No

2018
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Implementing any of the recommendations of the Task Force on Climate-related Financial
Disclosures (TCFD) Report which was published in June 2017

Percent of industry assets

100%

ments against the SDGs. It is likely that this will continue

89.6%

90%

to increase further in the next few years as client

80%

awareness of the SDGs increases.

70%
60%

Similarly, the implementation of the recommendations

50%

of the Task Force on Climate-related Financial Disclosures

40%

(TCFD)7 is also bound to receive more focus than the

30%

rather limited attention currently received from 10% of

20%

asset managers surveyed this year. The likely

10.4%

10%

introduction of a carbon tax by National Treasury in

0%

2019 will also likely increase investor attention on the
Yes

No

issue of Climate Change and carbon management,
disclosure and pricing in the near future.

2018

It is therefore not surprising that only a handful of asset

It would appear that there is still much work to be done

managers surveyed have considered the National

by the majority of the asset managers surveyed when

Development Plan (NDP), Sustainable development

it comes to measuring their investment portfolios from

Goals (SDGs) or the Task Force on Climate-related

the perspective of addressing the objectives of the

Financial Disclosures. Those managers who have done

National Development Plan4 issued in 2012 by the

so, are likely the emerging leaders in the responsible

National Planning Commission5.

investing space who have an embedded and well-

At an international level, the Sustainable Development

articulated responsible investing strategy in place. As

Goals (SDGs) are receiving increased attention from

such, they are more likely to be able to comment on

institutional investors seeking investment returns whilst

how these initiatives may impact their investment

at the same time allocating capital to address one or

strategies and portfolios. Given the increased attention

more of the SDGs. It is encouraging to see that since

that these initiatives are receiving, it would be prudent

the launch of the SDGs in January 2016, almost 19% of

for asset managers to keep an eye on these global

asset managers surveyed are measuring their invest-

developments.

6

Source: https://en.unesco.org/sdgs
4

Source: https://www.gov.za/issues/national-development-plan-2030

6

Source: http://www.undp.org/content/undp/en/home/sustainable-development-goals.html

5

Source: http://www.nationalplanningcommission.org.za/Pages/default.aspx

7

Source: https://www.fsb-tcfd.org/
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f. Collaborated with other organisations in seeking to address an E, S or G issue
in the previous 12 months
60%

% of firms

50%

52.1%
47.9%

Both CRISA and PRI encourage collaboration within the
investment industry to both promote acceptance of
responsible investment and implementation of the PRI
and CRISA principles, but also to enhance the progress

40%

of ESG integration and active ownership activities – at
30%

either industry or individual company level. Given that
a number of the asset managers surveyed appear to

20%

be at the start of their responsible investing journey, it
10%

is encouraging to see 48% of the asset managers
surveyed reporting that they have collaborated with

0%
Yes
2018

No

regulators, industry bodies or other industry
stakeholders to address at least one environmental,
social or governance (ESG) issue/s.

g. Asset managers current remuneration policy and practice for the investment
team requiring the integration of ESG issues and active ownership activities
across the investment portfolio
60%

47.9%

50%
% of firms

It is interesting to note that 52% of asset managers

52.1%

surveyed report an already established link between
the remuneration of individuals within the investment
team and the requirement to address the integration

40%

of ESG and active ownership activities across the
30%

investment portfolio. This is a notable development
given that remuneration practices drive individual, team

20%

and organisational behaviour and incentivise
10%

performance. Given high profile examples such as
Steinhoff International and VBS Mutual Bank for

0%
Yes
2018

No

example, this specific requirement is likely to increase
in the next 12 months as investor clients become
increasingly focused on risk management and the proactive engagement with investee companies on material
ESG issues.

ESG Questionnaire and Chapter contributors:
Adrian Bertrand, Co-Founder & CEO, Six Capitals ESG Advisory
Lisa Küsters, Associate, Six Capitals ESG Advisory
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History
of the survey

2015
Thematic research introduced.
Manager advertisements introduced.
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Since inception of the partnership between 27four

are held in various parts of the world. Each year two

Investment Managers (27four), the Association of Black

candidates are selected to attend, one by 27four and

Securities and Investment Professionals (ABSIP) and

the other is the winner of the annual ABSIP Asset

BlackRock in 2015 a number of senior investment

Manager of the Year award. We brought together some

professionals have had the opportunity to attend courses

of the recent attendees for a roundtable discussion to

at the BlackRock Educational Academy. These courses

share their experiences with us.
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From left to right:
Kelebogile Moloko, Chief Investment Officer, Prowess Investment Managers, (New York, 2017)
Mark Van Wyk, Head of Unlisted Investments, Mergence Investment Managers, (New York, 2017)
Zwelakhe Mnguni, Chief Investment Officer, Benguela Global Fund Managers, (London, 2018)

This is a direct transcription - unfiltered and unedited.

Question 1
What were your expectations before attending the training?

relationships at the highest level. The timing was perfect
for me because without knowing what to expect, I thought

Kelebogile: I started the business in late 2008 and I

BlackRock was mainly a passive investment firm with a

spent a lot of time really focusing on building the

small alternatives business. I asked myself, “what do

business, building the operational side of the business

they know about the alternatives?” and boy was I

and the investment side of the business. I focussed my

surprised when I got there. I think it came at the perfect

time on building a winning business and I had very little

time in my career.

focus on developing myself. It’s something I missed in
terms of engaging with industry experts on an intellectual

Question 2
What were some of the main takeaways from the training?

basis and finding out what’s the thinking in the market
and what investors are looking for going forward. So I

Kelebogile: There are clients that are just not looking

was quite excited that it was a week of putting everything

for off-the-shelf products and so we just can’t provide

down and getting on a plane to New York and having

that. There is a lot of thought that needs to go into, “How

to meet new people. I didn’t have any particular

do we take the different expertise that we have from an

expectations in terms of content, I wanted to be

investment perspective and then tailor-make suitable

surprised and indeed I was surprised.

solutions for clients.” I think what was fascinating coming
from an emerging market is just how we get so emotional

Zwelakhe: I went in hoping to see the magic of
BlackRock. Indeed there is magic in BlackRock. I found
from my perspective there were a few things that were
emphasised, one of the best things that BlackRock does
is separate beta from alpha. I found that amazing.

about local factors especially when it comes to taking
investment decisions. Whereas if you look at the world,
a lot of cash is looking for returns and developed markets
don’t offer returns that are sufficient to meet the liabilities
of pension funds. They were saying to us, “guys, in South

Mark: Prior to going to New York I was at a low point

Africa there is a political risk premium and we know

in my career in terms of seeking alternative professional

about it. We might have sold SA assets in the short-term

growth opportunities. After a period of extensive

but from a long-term perspective South Africa is a

business while building a platform, and learning from

destination market for us because we have to meet

reading etc. I felt as if I reached a ceiling and development

pension fund liabilities.”

was at a plateau. I was looking for an opportunity to
further my professional development and build new

Zwelakhe: I took three things away from how they
operate. The first one was the diversity of thought. They
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have a broad team of men and women. In my life I have

BlackRock managing equities in the US, I said, “you could

never seen such a big investment management firm

have walked into our presentation and presented and

have so many women in leadership roles. The second

people wouldn’t have known the difference.”

thing was how they use technology, I mean they use it
extensively. Little things that we take for granted such
as analysing traffic patterns at malls. They found ways
of extracting alpha out of those things. The third thing
was the cross communication between the teams.
Different teams interact all the time and make new
discoveries. And what they do is they share that

Kelebogile: I think it’s a question of changing mind-sets
and paradigms. I think we get so stuck in what we think
works especially from a South African perspective. I find
that we are very entrepreneurial, don’t get me wrong,
we do think about new things but we tend to get stuck
in boxes.

information continuously as an organisation, and it was

Zwelakhe: What I also saw at BlackRock was the people

quite an amazing experience to see, that they could

who were coming from different countries, different

therefore engage with all of us coming from diverse

regions and how those people work together to generate

regions. They had extensive knowledge about South

solutions for clients. What it tells you is what Kelebogile

Africa which was unexpected. People asking questions

is talking about: South Africans not realising that you

that were related to their own environments and the

need that diversity to make things work. The other thing

guys were on top of their game.

I would like to add is that as South African fund managers

Mark: The head of private equity reduced private equity
to selling/buying a house. He went through the process
of this thing [private equity] and breaking it down to
ordinary laymen’s language. What the industry does
and how you go about really extracting value for clients
and actually building a portfolio in that space. He broke
it down in a very simple way that I could even explain
it to an ordinary person in the street and that’s what
we fail to do in this sector.
Question 3
Can South African asset managers manage global mandates
from the tip of Africa?
Zwelakhe: Absolutely! However the first hurdle is that
clients believe that you don’t have the same experience
as your international competitors. The second thing
was guys not believing that SA fund managers can
manage global money and we came across that
statement so many times. I think we have been
extremely fortunate that 27four believed in us and put
us forward for a mandate. What is important was
working through the process continuously despite all
the negative feedback. Every time we went to a
presentation and guys told us about why they wouldn’t
invest into global markets through a South African

we probably need to be prepared for lower fees and
people don’t realise it. The whole thing about separating
alpha from beta is actually a big innovation and an
important one. If you are not adding value, why are you
charging fees that look like you are adding value? That
wave is not going to go away and I think we need to be
a bit more prepared and be willing to engage on the
discussion.
Question 4
What are you doing in your respective firms in building a
new generation of asset managers who are thinking global?
Mark: You have to make room to allow young people
to come alongside even if they are just observing. I used
to be fascinated when we go to the law firms to negotiate
a transaction and witnessed the candidate attorneys
and article clerks. In most cases the candidate attorneys
would be in the room not saying a single word but
observing, making notes, learning the art of negotiation
and deal making. This culture of providing exposure to
junior team members early I believe will bode well for
their career development. I believe we need to create
platforms to allow younger people to get into the more
difficult transactions early on as this is where they will
grow the most.

manager we came back and said, “We have got a

Kelebogile: We are very passionate about up-skilling

solution, perhaps we didn’t communicate it accordingly.”

people particularly from previously disadvantaged

So over time we were learning to communicate but

backgrounds. So this is embedded in our business

from a process point of view, I was speaking to a guy at
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strategy and model in terms of the teams that we build.

If we pool together can we create a BlackRock? I would

We provide mentoring and coaching so that our teams

say absolutely.

can be self-sufficient, independent thinkers and bring
diversity of ideas, especially the young generation.

Kelebogile: We are sitting on a cusp of a major
opportunity and I think by bringing different views into

Zwelakhe: We have actually set a target as a firm in

it - a BlackRock can emerge. It will look totally different

terms of the next generation of leaders to take over. So

from BlackRock but in terms of size and influence. South

we set a five year target. The target was set last year so

Africa is sitting at the tip where we can actually influence

by 2022 we said we need to have a completely ready

thinking across the continent and take what we have

team that can replace us.

actually come up with and be able to replicate that
within the dynamics of other markets but within the

Question 5

African context.

Is there scope for an African BlackRock to emerge?
Mark: I think there is a need on the continent for an
Zwelakhe: Definitely! We know our challenges better
than anyone else. I think we are still in the building
phase and the key thing is: I keep repeating this message
that, if we are prepared to embrace diversity, if we are
prepared to bring women into our businesses who think

African BlackRock, especially given the fact that the
continent has limited access to long term financial capital
to facilitate economic development. In order for the
continent to realise its potential there is a need for an
efficient capital market.

differently from me because what increases risk is ‘group
think’ and if you bring people who think different, people

Some answers have been redacted for publication purposes.

of different colours, bring them together, this is what
is going to make us successful. Do we have ability?

Takeaways
Diversity matters: South African asset management firms should embrace diversity and have the courage
to start building teams which not only reflect the local market but the regional and global marketplaces as
well.
Technology matters: Technology is an enabler for efficiency; it provides decision-makers with better
analytical tools.
Think global: We must offer products for the global market.
Low fees matter: We must begin the process of aligning our fees with our investment thesis.
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a. South African industry body memberships
50%
45%

Additional

46.7%

40%
% of firms

35%

Investment Analysts Society of
South Africa (IASSA)

31.3%

30%

25.0%

25%
20%
15%

22.2%
17.8%

Progressive Business Forum
South African Institute of Chartered
Accountants (SAICA)

14.6%

10%

South African Property Owners
Association (SAPOA)

5%
0%
ASISA

ABSIP
2017

SAVCA
2018

Industry bodies are essential to building an inclusive,

It is disappointing to report that membership of the

professional and sustainable asset management sector.

Association for Savings and Investment South Africa

At a basic level they provide a myriad of benefits to

(ASISA) and the Association of Black Securities and

companies and their employees. These include; setting

Investment Professionals (ABSIP) has declined in the

industry standards and good practices, enhancing

last twelve months. Firms with private equity offerings

research capabilities, offering ongoing professional

are all members of the South African Venture Capital

development opportunities, sharing innovation,

Association (SAVCA).

facilitating diversity and transformation, mitigating risk,
providing a collective voice around policy, legislation
and regulations, affording networking opportunities,
availing a larger marketing platform, affording credibility
of the profession and providing alternative routes to

The value of industry representative bodies and
professional associations can only be understood and
valued by imagining an asset management sector
without these institutions.

entry for new firms.
We as an industry and a country stand again at the
crossroads; like in 1994 when we had the courage to
vote for peace, democracy and social inclusion. Today
we are confronted with a much more insidious challenge
– that of governance and ethics. It is only through
professional associations and industry representative
bodies that we can collectively set standards for
behaviour and competence and also sanction our
members who disregard them. Concomitantly, the asset
management sector’s role in national resource allocation
is increasing locally and globally. Consequently, the time
is now to intensify our efforts to build and promote
trust of the sector in society. This can only be done
through collective and organised effort.
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b. Leadership contribution to industry bodies
14%
12%

12.5%

Additional

10.4%
Investment Analysts Society of
South Africa (IASSA)

% of firms

10%
8%

6.3%

FSCA Directorate of Market Abuse

6%

CFA Institute

4%
2%
The 2018 survey included a question on the leadership

0%
ASISA

ABSIP

SAVCA

contribution of black asset management firms in
professional associations and industry representative
bodies. The professional staff of firms are providing

2018

leadership capabilities to at least six professional
associations and industry bodies. They are most active
in ABSIP (12.5%) and ASISA (10.42%). While all the firms
with private equity offerings are members of SAVCA,
few of their staff are in leadership positions in the
association.

c. Regularly engage in financial sector policy
70%
58.3%

60%
% of firms

50%

2017 was historic as it was the first time that the South
African democratic legislature held large-scale public
hearings when the Standing Committee on Finance and

41.7%

the Portfolio Committee on Trade and Industry hosted

40%

these on the transformation of the financial sector. The

30%

subsequent release of a report by the Committees in

20%

November 2017 indicated that participation in the

10%

hearings was wide consisting of individual companies
as well as industry associations. This reflects that

0%
Yes

No
2018

increasingly participants within the sector are actively
engaging on transformation policy that has a bearing
on the structure of the sector. The same year also saw
the gazetting of the Amended Financial Sector Code
which was a collective outcome of industry associations
and constituencies. In 2018 the Twin Peaks legislation
came into operation. Consequently, our role now is to
actively monitor the impact of these multiple legislations
and intervene when necessary to make sure that
inclusivity imperatives are achieved.
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d. Exhibit at or sponsor industry conferences
70%

64.4%

64.6%

industry conferences has remained constant over the

60%

last twelve months. While these events are many and

% of firms

50%
40%

The number of firms exhibiting at and or sponsoring

expensive to exhibit at and to sponsor; they remain
35.6%

important marketing and networking platforms. Face-

35.4%

to-face engagement with potential clients and peers is

30%

as important today when digital marketing and
20%

communication is king.

10%
0%
Yes

No
2017

2018

e. Senior investment personnel speak regularly at industry events
56.3%

60%
51.1%

% of firms

50%

48.9%

Since 2017, there is a decline in the number of firms
whose senior investment personnel frequently speak

43.8%

at industry events. Speaking at industry events is a

40%

powerful marketing tool; it signals the firm as a leader

30%

in its field and trustworthy. There are many opportunities

20%

to speak at the numerous industry events in any calendar
year. However, to gain maximum impact it is important

10%

to choose an event and a topic that will showcase the
company’s leadership in the sector. Industry conferences

0%
Yes

No
2017

are also an opportunity to give back, especially to new
entrants and young professionals.

2018

f. Senior investment personnel regularly conduct media interviews on
financial markets
70%

62.5%

60%
% of firms

50%
40%

51.1%

48.9%

There is a significant decline from the 2017 results. Over
60% of firms reported that their senior investment
personnel do not regularly conduct media interviews
on the financial markets and associated topics. Media

37.5%

interviews are important to promote the sector and the

30%

benefits of your product offering to society. In addition

20%

to raising the firm’s profile, media interviews are a means

10%

to share knowledge with the public. In doing so, firms
are also contributing to consumer education goals.

0%
No

Yes
2017

2018

These are essential elements of competitive and
sustainable financial markets.
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g. Firms regularly publish research articles of interest
70%
62.5%
60%

55.6%

% of firms

50%

one third (37.50%) of the respondents reported that
they published articles of interest. Article publishing is

44.4%

amongst the cheapest ways to market a company

37.5%

40%

In 2018, fewer firms published research articles; roughly

because it not only raises awareness of the firm but it

30%

can also convert readers into consumers. Articles that

20%

are of interest may go viral and increase traffic to the

10%

firm’s website.

0%
Yes

No
2017

2018

% of firms

h. Industry awards won for investment performance
100%
90%
80%
70%
60%
50%
40%
30%
20%
10%
0%

2018 saw the percentage of firms winning awards for

88.9%
79.2%

investment performance almost double. One in five
(20.83%) firms won an award for investment
performance. Industry awards are an acknowledgement
of excellence, helps build brand and provides an
opportunity to attract high performing talent as well as

20.8%

introduce new clients to the business.

11.1%

Yes

No
2017

2018

Raging Bull Awards

Number of firms

4

As more black asset management firms gain longer
track records they begin to qualify for the Raging Bull

3

3
3

Awards that look at top performing funds in the unit
trust sector. There are several criteria applied to qualify

2
2

for a Raging Bull Award including amongst others the
1

type of fund, the number of funds managed by the firm

1

as well as length of track record. In 2017 collectively
0

0

0
1

2

3

Number of Raging Bull Awards
2017

the firms participating in the survey had won 4 Raging
Bull Awards, over twelve months this has jumped to
nine awards. A strong indication that the black asset
management sector is maturing in depth and width.

2018
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Morningstar Awards

Number of firms

2

In 2017 there was only one firm who won two
Morningstar Awards. In 2018 the number of firms as
well as the number of Morningstar Awards awarded
1

1

1

1

increased. This is indicative of the growth, development

1

and penetration of black asset management firms.
2018 also saw black firms win other industry awards

0

such as the Batseta Imbasa Yegolide and the HedgeNews

0

0

Africa Awards amongst others.
1

2

3

Number of Morningstar Awards
2017

Other awards won

2018

Batseta Imbasa Yegolide Awards
HedgeNews Africa Awards
ABSIP Fund Manager Of The Year
World Finance Awards

i. % of revenue spend on advertising, branding and marketing
60%

2017

53.3%
50%

50.0%

37.5%

40%
% of firms

2018

33.3%

30%
20%
10.4%
6.7%

10%

4.4%
0.0%

2.2%

2.1%

0%
<1%

1% - 5%

5% - 10%

10% - 15%

>15%

% of revenue
A major risk facing asset management firms is the

in 2018. One in ten firms (10.42%) participating in this

concentration of their client base. Having long track

year’s survey spends between 5% and 10% of revenue

records and consistent good performance is not enough,

on advertising, branding and marketing. While 10% of

marketing remains essential to a firm’s growth. It is

revenue spend is considered ideal, many of the larger

good to see that 50% of firms spent more than 1% of

global firms are spending above this magic number.

their revenue on advertising, branding and marketing
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j. Advertising and marketing
60%

% of firms

50%

46.7%

50.0%

53.3%

50.0%

In 2018, more respondents were advertising and
marketing their firms. While this is an increase since
2017, half the firms do not advertise or market

40%

themselves. Advertising and marketing allows a firm to

30%

share their vision and approach; in doing so it does not

20%

only create awareness of the firm and their product
offering but also showcases the values that underpin a

10%

company’s strategic positioning. Lastly advertising and
marketing also adds credibility to the company’s

0%
Yes

No
2017

operations.

2018

Medium used
90%

83.3%

2018

80%
70%
% of firms

60%
50.0%

50%

37.5%

40%
30%
16.7%

20%

8.3%

10%

0.0%

0%
Print

Radio

Television

Social media

Online

Billboards

(eg: Moneyweb)

Traditional print media is the most dominant medium used followed by social media. This may reflect the increase
in expenditure on advertising and marketing as print media is costly. In this context television and radio are mediums
used to provide financial market commentary as opposed to the purchase of advertising space for broadcasting
purposes.
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Frequency

k. Hold investor roadshows
60%

53.3%

46.7%

50%

44.0%

45%

47.9%

35%

40%
30%
20%

44.0%

37.5%

40%
% of firms

% of firms

50%

52.1%

33.3%
29.2%

30%
25%
20%
12.0%

15%
10%

10%

5%
0%

0%
Yes

Every
3 months

No
2017

2018

Every
6 months

At least once a
year

Investor roadshows

Just over half of the respondents conduct investor roadshows. Managers also prefer to conduct these roadshows
every six months or once a year. Roadshows provide managers the opportunity to demonstrate their investment
performance, share their views, respond to investor concerns, introduce new product offerings and provide business
updates. Such ongoing dialogue with clients and potential new clients strengthens investor relationships as well as
helps managers identify and respond to the needs of investors.

l. Medium used to communicate with investors and potential investors
90%
80%

2018

79.2%
70.8%

% of firms

70%
60%
50%
30%

22.9%
16.7%

20%
10%
0%

39.6%

35.4%

40%

2.1%

0.0%

6.3%

2.1%

Email
Blogging Webinars Facebook YouTube
campaigns

Twitter

LinkedIn

Communication with

10.4%
2.1%

Website

Private Placement Mobile Instagram
Placement Agent
(e.g.
SMS,viral
marketing)
investors

The number of firms using the variety of digital advertising and marketing tools increased significantly in 2018. Whilst
email campaigns and the company’s website remains the most popular means to reach clients, many managers are
embracing the various social platforms to further their reach as well as appeal to a diverse population. This trend is
expected to continue to grow.
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m. Have a mobile app
120%
100%
% of firms

Only one participant has launched a mobile app. The

100.0% 97.3%

banking and insurance subsectors are at the forefront
of providing their clients, especially millennials with

80%

mobile apps that they can use anywhere, anytime and

60%

on any device to track and manage their investments.

40%

In an environment that is becoming more competitive
and where low fees will be the order; mobile apps will

20%

help to differentiate product offerings.

2.7%

0.0%
0%

Yes

No
2017

2018

n. Fully functional website
80%

% of firms

60%

While the number of firms with fully functional websites

67.6%

70%
51.1%

has increased to two-thirds in 2018 from just over half
in 2017; it is still surprising that one third of asset

48.9%

50%
40%

managers participating in the survey do not have a fully
functional website. In today’s digital world a website

32.4%

30%

gives you legitimacy and credibility because most

20%

potential clients will conduct an online search on a firm

10%

prior to any engagement. It is available 24 hours a day
across the week, so it is cost effective and provides a

0%
Yes

No
2017

platform for a range of digital marketing activities such
as blogging, sharing innovations and publishing

2018

proprietary research amongst others.

o. Brand recognition drivers
120%

% of firms

100%

2018

95.8%
83.3%

80%

72.9%

68.8%

66.7%

60%
41.7%
40%

25.0%

20%
0%
Consistent
investment
performance

Low fees

Advertising Differentiated
product
and
marketing

Your
people

Client
focused

Values

Brand recognition drivers
In 2018 there is overwhelming (95.83%) belief amongst

standard within the industry and is therefore not

asset managers that consistent investment performance

considered by many managers as a competitive

is the driver of brand recognition, followed by the

advantage. Advertising and marketing (41.67%) is not

strength of the investment team (83.33%) who are

deemed a critically important enhancer of brand

ultimately responsible for driving investment

recognition relative to the other drivers.

performance. Institutional fee scales have become
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p. Ambition to become South Africa’s next Coronation / Allan Gray
or positioned as a boutique / niche asset manager
90%
80%
70%
% of firms

Over the last twelve months there is a significant shift

77.8%

in sentiment amongst respondents; more than one
64.6%

third (35.42%) of asset managers want to become

60%

household brands compared to a fifth in 2017. This is

50%

aligned to the increasing aspirations and demands for
35.4%

40%
30%

black owned companies to grow and transform the
economic landscape of the sector and the economy.

22.2%

20%
10%
0%
Boutique

Household brand

2017

2018

q. Measures of success
120%
100%

2018
95.8%
87.5%

% of firms

81.3%

79.2%

80%
60%

52.1%

47.9%

68.8%

70.8%

70.8%

Innovation

Client
retention

Client
growth

52.1%

40%
20%
0%
Consistent Profitability
investment
performance

Employee Shareholder
Client
Competitive
satisfaction satisfaction satisfaction
stance

Growth in
assets under
management

Measures of success
The 2018 data on measures of success mirrors the

elements that contribute to long-term growth and not

drivers of brand recognition, namely - performance,

short-term gains. Firms seem to also value ‘competitive

client and employee satisfaction. Both ‘profitability’ and

stance’; this may be a reflection that the asset

‘shareholder satisfaction’ are not considered as

management sector is moving gradually away from

important indicators of success relative to the other

being highly concentrated to a more competitive

factors indicating that businesses are focussed on those

marketplace.
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In Conversation
with
LUYANDA JOXO,
Deputy Chief Executive Officer, Argon
Asset Management
ESTABLISHED 2005

This is a direct transcription - unfiltered and unedited.

27four: What were some of the challenges that you

because the market likes teams that tend to be together

experienced in 2005 when Argon Asset Management was

for a long period of time.

founded?
27four: What are the challenges facing asset managers
Luyanda: The environment was dominated by large

today?

established firms with long track records and established
brands. Large in terms of assets under management
and most of these firms now are the ones currently on
average in access of R200 billion. The environment itself
was quite untransformed in terms of the number of
black owned firms in particular independently black
owned firms aside from those that have done BEE deals
in terms of black consortiums buying a stake within
those firms. There were a number of issues and

Luyanda: The difficulties and the challenges that you
are going to face as a business are no different to any
start-up, whether you are black or white you still have
to face those. You are coming to a tough environment
that is full of legacy issues and those are the same things
that we faced back in 2005 and are still here today.
Those barriers to entry, that it's an old boys club, there
are established relationships. You have to face them.

challenges that we were facing - from lack of capital to

27four: Where do you see the asset management sector

track record, new brand as well as gaining traction into

in the next 10 years?

the market.
Luyanda: The sector ultimately has got to transform
27four: What are some of the lessons that you can share

and diversify. My fear presently is that it’s quite a

with start-ups?

concentrated market. You cannot have such a large

Luyanda: When one is setting up an asset management
firm you need to think hard about what your
differentiating factor should be; given that again you
are coming to a matured industry both from the global
as well as local perspective. I think now as opposed to
10 or 20 years ago the drivers are different, so there
has to be innovation in terms of the investment thesis
itself.

amount of savings concentrated in a few asset
management firms. There is a concentration risk that
naturally the asset owners have got to look at. There
has got to be a deliberate effort from the government
side and the regulator to actually break the market and
force it to transform. Something that needs to happen
is that the asset manager screening process from the
advisory space has got to change and be a lot more
objective.

Leadership is key. That means you must be in bed with
the right partners. The people that you attract into the

Full interview available at 27four.com

business have to be looked after as partners as well

136

137

138

a. Distribution of products
90%
80%

83.3%
64.6%

70%
% of firms

2018

79.2%

60%
50%
40%
30%
20%

16.7%

12.5%

12.5%
4.2%

10%
0%
MultiDirect
Umbrella
Asset
funds
consultants managers relationships

Financial
advisors

LISPS

Cold calling
(call centre
agents)

The universe of participating firms tend to largely focus

where external products are included they prefer those

on the distribution of products to institutional retirement

of established household brand names. As discussed

fund investors and in particular stand-alone funds. This

in the section titled ‘Financial Sector Regulation’ umbrella

is achieved through direct relationships with retirement

arrangements tend to inadvertently prevent access to

funds and relationships with intermediaries such as

markets and create structural barriers that limit the

asset consultants and multi-managers. Small and

participation of black players in this space. What is also

medium sized corporates tend to become participating

evident is that few black managers have successfully

employers of private sector sponsored umbrella funds.

ventured into the retail environment as is evidenced by

It is discouraging that black asset managers are not well

the small number of firms who make their solutions

represented here. The main reason behind this is that

available on Linked Investment Service Providers (LISPS)

private sector sponsored umbrella funds prefer to largely

or distribute through the financial advisory market.

focus on the distribution of their own products and

b. Global institutional investors
i. Global institutional investors
100%

2016

87.8%

90%

83.3%
77.8%

80%

2018

70%
% of firms

2017

60%
50%
40%
30%
20%

22.2%
16.7%

12.2%

10%
0%
Yes

No

One in six respondents (16.67%) has global institutional

is a significant achievement considering that firms face

investors as their clients; this has declined from 22% in

enormous barriers penetrating the domestic market.

2017. This is a direct function of the increase in the

Attracting global institutional investors not only

number of participants in this year’s survey who do not

diversifies a firm’s revenue stream but also gives the

have international investors as clients. Nevertheless this

company credibility and confidence.
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ii. Domicile of global institutional investors
80%
% of investors

70%

2018
75.0%

60%
50%
40%
25.0%

30%
20%
10%

0.0%

0.0%

BRICS

Asia

0.0%

0.0%

0.0%

North
America

Central
& South
America

Middle East

0%
Africa ex SA

Europe

Three quarters of investors are from the continent.

the firms’ global book. It is unfortunate that there are

Given the small capital markets of Sub-Sahara Africa

no institutional investors from BRICS countries. This

many of the state pension funds in this region

year South Africa chairs the 10th BRICS Summit; it is

predominantly invest in the South African markets.

time that black asset management firms find a seat at

European institutional investors make up the rest of

the table.

c. Collective Investment Schemes (CIS)
i. Unit trust products

Number of firms
that have unit trusts

25
20

22

2017

2018

18

15
10
10

21

13

13

13

2012

2013

2014

14

11

8

5
0
2009

2010

2011

2015

2016

Over the last decade the number of firms offering unit

South Africa (ASISA), assets under management of this

trusts have increased by 175% or almost tripled. In 2018,

industry stood at R2.18 trillion. Of this value black firms

roughly half (45.83%) the respondents offer unit trusts.

manage R17.75 billion which translates to a market

This upward trend albeit slow signals that steps are

share of 0.81%. This is extremely concerning as it

being taken towards retail market penetration which is

indicates that black asset managers are not managing

encouraging. However, according to the CIS industry

the discretionary savings and investments of the majority

statistics for the quarter and year ended March 2018,

of our people.

released by the Association for Savings and Investment
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Total number of unit trusts

ii. Total number of unit trusts managed
80
70

72

55

60

49

50

40

43

2014

2015

40
30
20
10
0

2016

2017

2018

Over the last twelve months the total number of unit

ASISA as at the end of March 2018 there were 1 584

trusts managed by black asset management firms

unit trust portfolios available for investment in South

increased by 30.91%. Since 2014 this number has

Africa. This translates to black participation of 4.5%.

increased by 80%. Despite the upward trend 72 is an

However what really matters is the share of assets under

insignificant statistic when one looks at the total number

management by black participants in the collective

of registered unit trusts in South Africa. According to

investment schemes industry.

Total number of unit trusts

70

63

The increase in unit trust offerings was largely in long
only investment strategies with only 2 in hedge funds.

60
48

50

Hedge funds remains an industry that is on the whole
untransformed.

40
30
20
9

7

10

CIS in Securities

0
2017

CIS in Hedge Funds

2018

iii. Number of CIS in Securities
8

7

7

2018

2017

7

Number of firms

7
6

5

5

4

4

3

3

3
2

2

2

1

0

0
1

2

3
Number of CIS in Securities

4

5 and more

Managers prefer to focus on a single product and build critical mass in the product first before rolling out other
investment offerings. It is pleasing to see that there is an overall increase in the number of firms with multiple
offerings. This indicates that black managers’ capability extends across multiple strategies and asset classes.
141

iv. Number of CIS in Hedge Funds
6
5
Number of firms

2017

5

2018

4
3

3

2

2

2

1
0

0
1

2

0

0

3

0

0

4

0

5 and more

Number of CIS in Hedge Funds
There was a marginal increase of 2 hedge fund unit trusts between 2017 and 2018. The hedge fund industry in South
Africa is going through one of its toughest periods due to the loss of confidence in the strategy by institutional
investors given the subpar performance delivered by the industry over the last few years.

v. Collective Investment Scheme Management Companies (Mancos) used
25

2014
20

Number of firms

20

2015

17

2016
15

15

2017

13
11

2018

10

7
4

5

2
0

0

0

1

1

2

1

0
Co-naming in Securities

Co-naming in Hedge Funds

Have unit trust Manco

Firms that have a Collective Investment Scheme Management Company
Kagiso Asset Management

The majority of managers still prefer the simplicity of

people and technology. Many firms do not consider

using co-naming arrangements when offering unit trusts

having a Manco as a core business function and

rather than having their own Mancos. 20 firms have co-

therefore prefer to partner with Mancos whose only

naming agreements in place in CIS for securities and 7

business is to provide CIS access to third-party managers.

firms in CIS for hedge funds. There is one firm that has

In some cases Mancos can also assist with distribution

their own unit trust Manco which is not open for co-

and marketing.

naming. Managing a Manco requires investment in
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vi. Co-naming partners of choice
6
5
4
4
3

3

3
2

2

2

2

Co-naming in Securities

0
Prescient Management Company (RF)
(Pty) Ltd

0

1
0

0
Sanlam Collective
Investments (RF)
(Pty) Ltd

1

Prime Collective
Investment Schemes
Management Company
(RF) (Pty) Ltd

1 1

Novare Collective
Iinvestments (RF)
(Pty) Ltd

0
Momentum Collective
Investments (RF) (Pty)
Ltd

0

Nautilus Managed
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0

IP Management
Company (RF)
(Pty) Ltd

0

H4 Collective
Investments (RF)
(Pty) Ltd

0
Africa Collective
Investments (RF) (Pty)
Ltd

0

1

Prime Alternative
Investments (RF)
(Pty) Ltd

1

1

Boutique Collective
Investments (RF) (Pty)
Ltd

Number of firms

5

Co-naming in Hedge Funds

Who an asset manager partners with is an important

choose not to partner with a manager if the manager

decision and is based on a number of factors which

fails its due diligence criteria. It is pleasing to note that

include costs, reputation and credibility, quality of

the only majority black owned, black woman managed

administration services, B-BBEE contributor status and

and controlled Manco ‘Africa Collective Investments’ is

in some cases distribution as well. Mancos can also

beginning to seize market share and make headway.

vii. Reason for not owning a CIS Management Company
50%

For most managers it is easier to partner with a Manco
47.6%

as opposed to establishing their own Manco. Given that

40%
% of firms

33.3%

the majority of respondents have not reached critical
mass, are still building investment teams and have not

30%

reached profitability it makes strategic sense to partner
with a Manco. Some respondents (33%) have cited other

19.1%

20%

reasons for not owning their own Manco while 19% hold
the view that they would not meet the licensing

10%

requirements.

0%
Easier to
rent a CIS
license

Cannot
meet licensing
requirements

Other
reasons

2018
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viii. LISPS
Unit trust products available on LISPS
80%

71.4%

2017

68.2%

70%

2018

% of firms

60%
50%
40%
28.6%

30%

31.8%

20%
10%
0%
Yes

No

Number of LISPS products are available on

Number of firms

3

2017
2

2

2018

2

1

1

1

1

1

1

1

1

0

0
1

2

0

3

4

0

5

1

0
6

1

0
7
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Number of LISPS products are avaiable on

LISPS listings
7
6

Number of firms

6

2017

6

2018

5
4

4
3

3
2

2

3

3 3

2

2 2
1

1

3

1

1 1

1

0 0

0
Allan
Gray

Stanlib

2

ABSA Momentum Glacier Discovery

1 1

1 1

0
PPS

PSG

Old
Mutual

0
Liberty

Sygnia

Investec

Other

LISP listings
The number of managers who have their products

brands and when Independent Financial Advisors (IFAs)

available through LISPS has marginally increased from

demand the inclusion of certain managers’ products.

29% in 2017 to 32% in 2018. It is pleasing to see that

Therefore it is the responsibility of the manager to create

LISPS such as Momentum and Glacier have been more

awareness around its product to the IFA network. This

accommodating to the inclusion of black asset manager

however requires resources which many of the

products onto their respective platforms. The various

managers do not have access to. The establishment of

LISPS also have different rules and many of them only

a black-owned, managed and controlled LISP is the

really make “shelf space” available to well established

logical next step for this growing industry.
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Number of firms

ix. Number of IFAs that distribute unit trusts to the retail sector
18
16
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10
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6
4
2
0

16
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4
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1-5

0

0

6 - 10

0

1

11 - 15

0

1

0

16 - 20

>20

Number of IFAs that distribute the firm’s unit trust products
Majority of firms do not have access to an IFA network. This is disappointing. Attention to the managers’
products on the various LISPS can only be drawn through brand awareness and relationship building with
IFAs.

d. UCITS compliant products

Jurisdiction used:

120%

Ireland
100.0%

% of firms

100%

94.6%
Currently 2 firms have registered UCITS compliant

80%

products through Ireland. Managers managing global

60%

mandates wanting to distribute their solutions

40%

internationally and also make them available in other
currency classes on international platforms require their

20%
0%

0.0%

5.4%

products to be UCITS compliant. The cost of establishing
and administering a UCITS compliant fund is much

Yes

No
2017

higher than a domestic CIS solution.

2018

e. Life Company
i. Make use of life company
100%
81.1%

% of firms

80%

The majority of asset managers’ mandates are from
stand-alone retirement funds and are therefore
segregated mandates. Small and medium sized
retirement fund investment sizes are much smaller and

60%

in this case prefer to enter through pooled vehicles that
40%
20%

can only be offered through either a life company or a
collective investment scheme. 19% of firms utilise life

18.9%

companies to offer pooled portfolios. It is important to
note that setting up a fund on a life company is much

0%
Yes

No

easier and quicker and in most cases cheaper than
establishing a unit trust. However only tax exempt

2018

entities can invest in a life pool.
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ii. Own a Life Company

iii. Third party Life Companies used

120%

80%
100.0% 100.0%

100%

60%

80%
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% of firms

71.4%

70%

60%
40%
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40%
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20%
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14.3%

10%
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Yes
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2017
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Momentum
Life Limited

2018

Prescient Life
Limited

2018

Nedbank
Structured
Life Limited

None of the respondents own a life license.
Similar to co-naming arrangements in the unit trust
environment, managers partner with life companies to
establish and distribute portfolios. Prescient Life Limited
currently holds the lion share of this business.

vi. Use of Life Company
120%

% of firms

100.0%
100%

Interestingly none of the managers are offering

80%

Endowments or Living Annuity products. The new Default
Retirement Fund Regulations taking effect in early 2019

60%

is an opportunity for black asset managers to manage

40%

post retirement fund assets. The focus up to now has

20%

been on managing pre-retirement assets.

10%
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Endowments

Living
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Pooling
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v. Reason for not owning a Life Company
60%

% of firms

50%

Owning and managing a life license is an enormous
57.1%
42.9%

regulatory responsibility which requires ample resources
and capital. It makes sense that majority of respondents

40%

(57.14%) for their own individual strategic reasons do
not want to own a life license. For others utilising a third-

30%

party license to achieve their goals is a much easier
option. Interestingly none of the respondents felt that

20%

the capital adequacy requirements was a deterrent to
10%

owning a life company.
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History
of the survey

2016
Increased focus on black industrialisation.
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In Conversation
with
GRANT CLOETE,
Chief Executive Officer, Afena Capital
ESTABLISHED 2005

This is a direct transcription - unfiltered and unedited.

27four: What were some of the challenges that Afena

27four: Where do you see the asset management sector

Capital faced when it was established?

in the next 10 years?

Grant: For most asset managers the challenge is always

Grant: Well I think the way we get there is with

capital, the ability to attract clients and skill. In 2009 the

partnerships. I would like us to be more diverse and

market had just come out of the 2007-2008 global

more integrated with other sectors. I do see the sector

financial crisis hangover and there was obviously a lot

evolving. There is no way we can continue doing the

of mistrust on the financial sector and particularly the

same things we did many years ago. On the 11th July

banking sector. For Afena we believe it was 2009 when

2018 Apple iPhone celebrated its 11th birthday and few

we started seeing return on the firm’s fortune. Our

of those phones have been around for many years,

fortunes changed slightly from 2012/2013. Since we

even longer. So the industry will evolve. I can’t tell you

took over the firm in 2016, we believe that was kind of

exactly where it’s going to be but I can tell you where it

the end of the first cycle Afena and we are now in the

needs to be. It needs to be more accepting of technology.

new Afena which is geared for the future.
Full interview available at 27four.com
27four: What are some of the lessons that you can share
with start-ups?
Grant: If I were to give advice to the up-coming managers
it’s very simple. Dare to be different with your business,
with your product offerings and with your staff. It is all
about diversity for me. Afena Capital is going be part of
that wave. That wave of diversity - offering diversified
solutions.
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INVESTMENT PERFORMANCE TO 30 JUNE 2018
The following criteria was applied for participation in

Following the application of the above criteria to the

the investment performance section of the survey:

investment performance data submitted by participants
in 2017 and 2018, we draw a comparison below between

1. Minimum track record of 36 months
2. Gross of fees performance numbers
3. Product classification and benchmark description

the product categories included in each year’s investment performance analysis. What is clear from this
comparison is that participants have gained sufficient

We believe that investment performance is best analysed

track records in seven new product categories, when

over longer periods of time and hence the decision to

compared to 2017, which have qualified to be included

apply the 36 month measurement period.

in this year’s investment performance section:

Product Categories

2017

2018







-















South Africa Active Equity
South Africa Passive/Index Equity
South Africa Active Fixed Income
South Africa Passive/Index Fixed Income
South Africa Money Market
South Africa Listed Property
Shari’ah (Equity and Balanced)
South Africa SRI (All)
South Africa Hedge Funds
Multi-Asset Class (Absolute Return and Balanced)
Offshore
Africa Listed Equity
Other

It is always encouraging to see this section of the survey
grow, not only with more firms participating but also

2. The assets managed by black asset management
firms will enjoy better growth.

the number of investment products managed by the
participants. The total number of products managed by
the participants have increased from 71 (2014) to 112
(2018), this is a 57.8% increase. If we take a closer look

3. Diverse black asset management firms will emerge
and provide competition to the more established
untransformed asset management firms.

at the products managed by the participants, it is clear

4. The downstream procurement multiplier effect will

that black asset management firms are diversifying their

be amplified as these diverse black asset management

product offering away from the traditional equity only

firms will procure more services from black service

space, attracting more assets in other asset classes and

providers, who will in turn grow their businesses,

have been successful in this regard. We believe that

employ more people, transfer skills and contribute

there are not only advantages for black asset manage-

more to the economy.

ment firms but also for the broader financial services
sector if these firms continue to attract assets outside
of equity only mandates, for the following reasons:
1. Black investment skill will be developed and transferred across a larger spectrum of asset classes.

5. Ultimately, transformation across the financial services
sector will improve.
The remainder of this section focuses on the performance analysis.
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Only funds that hold a 3-year track record were included in the graphs below.
a. South Africa Active Equity
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b. South Africa Passive/Index Equity
3 Year risk/return scatter
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c. South Africa Active Fixed Income
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d. South Africa Passive/Index Fixed Income
3 Year risk/return scatter
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e. South Africa Money Market
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f. South Africa Listed Property
3 Year risk/return scatter
2.5%
Meago Composite
3 Year Annualised Return

2.0%

1.5%

1.0%
SAPY

Mazi Property UT
0.5%

0.0%
12.6%

12.8%

13.0%

13.2%

13.4%

13.6%

13.8%

14.0%

14.2%

14.4%

14.6%

14.8%

3 Year Annualised Risk

g. Shari’ah (Equity and Balanced)
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h. South Africa SRI (All)
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i. South Africa Hedge Funds
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j. Multi-asset Class (Absolute Return and Balanced)
3 Year risk/return scatter
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6%
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4%
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Absolute Return
JM Busha Absolute
Fund CPI +4%
Sentio Absolute Return
Allclass

2%
0%

2%

4%

6%

8%

10%

12%

3 Year Annualised Risk

k. Offshore
3 Year risk/return scatter

18%
Vunani Global Active Equity

3 Year Annualised Return

16%
14%
MSCI World Index (ZAR)
12%
10%
8%
6%
4%
2%
0%
15.8%

15.9%

16.0%
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l. Africa Listed Equity
3 Year risk/return scatter
6%
5%
3 Year Annualised Return

Aluwani Africa Equity Fund
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History
of the survey

2017
Provide an accurate size of the industry.
More focus on private equity and socio-economic
outcomes.

2018
Evaluate financial sector regulation and its impact on
competition within the sector.
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In Conversation
with
FABIAN DE BEER,
Director of Investments, Mergence
Investment Managers
ESTABLISHED 2004

This is a direct transcription - unfiltered and unedited.

27four: What were some of the challenges that you

the assets should over time move to black asset

experienced in 2004 when Mergence Investment Managers

managers.

was founded?
27four: What are the lessons that you can share with startFabian: It was a tough environment at the time. I found

ups?

that it was a battle for black asset managers to survive,
even the ones that I supported initially in the late 90's
[as head of multi-management at the Eskom Pension
Fund]. One of the reasons was shareholders were not
committed. Secondly, the lack of consistent support to
keep these guys going. So by the time Mergence and
others came along it always felt like a third wave of BEE
managers.
Early days were tough because of requirements for
track records. Even after you have a three-year track

Fabian: It's not going to be easy. Just stay on course
and be committed, make sure you know we have to
prove ourselves more than anybody else who has a
name and the brand. It’s going to take time to make inroads in this space. We must stay on the course and
aluta continua to grow and become meaningful players
in this industry and South Africa.
27four: Where do you see the asset management sector
in the next 10 years?

record there was still a struggle because it just seemed

Fabian: Mergence [Investment Managers] started out

the traditional managers are more comfortable and

with the belief that black asset managers can. That we

safe. Despite the fact that we were a transformed South

are more than just the colour of our skin - I recall Steve

Africa post Mandela, it was an enormous challenge

Biko’s words in terms of black like me. We can say, “we

because the question was always, “Can these guys

can do it, we can run successful countries, we can run

manage money?”

successful managers as the best out there.”

27four: Are asset managers today still facing the same

We can’t have a country where the black majority are

challenges and experiences that were faced when starting

small or minor players within the important economic

a black owned and managed firm 10 years ago?

sphere of capital allocation. I would like to see a

Fabian: The environment is far more conducive in
supporting black managers with incubation programs.
The momentum has been increasing to have
transformation within the sector. The large pension
funds have made firm commitments to how much of

transformed intermediary industry in the asset
management space - [financial] advisers and consultants
who advise clients and who sit with big pots of money
and advise big pension funds.
Full interview available at 27four.com
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a. Managers B-BBEE contribution level
30
26

Number of firms

25
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20

20
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14

13

11

10

9

9

8

6

5

3

3

2

2 2

2
0

0
1

3

2

1

0 0

4

0 0 0 0 0

0 0

5

1

0 0

6

0 0 0 0 0

0 0 0 0 0

7

8

Contribution level

2014

2015

2016

2017

2018

0

0

NonCompliant

Over the last five years black asset management firms
have made remarkable strides in improving their BBBEE ratings. In 2018, 26 firms participating in the survey
are Level 1 contributors compared to only 8 in 2014 and
currently none of the firms are non-compliant.
The Amended Financial Sector Code promulgated in
December 2017 acknowledged that large enterprises
are more adept at meeting legal requirements;
transformation through legislation becomes a matter
of strategy rather than substance. Consequently, the
new Code makes a number of provisions to enable
smaller black-owned businesses, such as for example
Exempted Micro Enterprises (total annual revenue of
less than R10 million) that are 100% black-owned to
automatically qualify for a Level 1 contributor status
and are only required to produce an affidavit which
confirms this.
The Minister of Trade and Industry has also proposed
a number of amendments to the Broad-Based Black
Economic Empowerment Amendment Act 2003 which
are in the commentary phase. These proposed
amendments are expected to further ease as well as
elevate the B-BBEE qualification status of more than
51% black-owned firms. The social dilemma that arises
from the proposed 2018 amendments is whether blackowned asset managers will ignore their responsibilities
around skills, enterprise and socio-economic
development. It will be sad if the spirit of the
amendments inadvertently ‘crowd-out’ the historical
opportunity for black asset management firms to engage
in progressive business practices.
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b. Sector code applied to determine the company’s
B-BBEE contribution level
60%

54.17%

% of firms

50%

December 2017 and became effective immediately. As

40%

businesses begin to renew their ratings based on their

31.25%

annual financial year-end, the new Scorecard will be

30%
20%

The Amended Financial Sector Code was gazetted in

applied by the ratings agencies. This means that by the

14.58%

end of 2018 no financial sector company will be

10%

measured by any other Code except the Amended

0%
Amended
Financial Sector
Code of 2017

Revised Generic
Codes of Good
Practice of 2013

Financial Sector
Code of 2012

2018

Financial Sector Code.

c. Verification agencies used

Verification Agency

Number of firms

Abacus

2

Affidavit

23

AQRate

4

AR Authentic

1

Authentic Rating solutions

1

BEE Empowered

2

ownership levels it is sufficient for Exempted Micro

BEE Ratings - SA

1

Enterprises (total annual revenue of less than R10 million)

Empowerdex

4

EMS BEE Ratings

1

InforComm (Pty) Ltd 2

1

process. The table to the left also tells us that majority

Landel

1

of black-owned asset managers annual financial turnover

Mosela Rating Agency

1

Premier Verification

3

SAB&T BEE Services

1

Thamani Consulting

1

Xcelerate Verification Agency

1

Almost half (23) of the firms obtained affidavits to
confirm their B-BBEE contributor status. Under the
Amended Financial Sector Code, depending on black-

and certain Qualifying Small Financial Institutions (total
annual revenue of between R10 million and R50 million)
to obtain affidavits and not go through the verification

is less than R50 million.
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d. Classification in terms of size

e. B-BBEE policy in place

2017
2018

60%

80%

52.08%

40%

35.42%

12.50%

10%
0%

Generic

QSE

64.58%

60%

30%
20%

73.33%

70%

% of firms

% of firms

50%

EME
2018

50%
40%

35.42%
26.67%

30%
20%
10%
0%

Only one in eight (12.5%) respondents has an annual
turnover of larger than R50 million, while the majority
(52.08%) of firms participating in the survey reported
annual turnover of less than R10 million which confirms
that the subsector remains ‘emerging’ and in need of
broader stakeholder support.

Yes

No

The number of firms that have a B-BBEE policy in place
declined since 2017. Policies are time consuming to
formulate and require leadership effort and
commitment; the process offers an opportunity for
firms to reimagine their futures. In doing so, firms have
a concrete roadmap to realise their vision and mission.
However, if companies see policies as meeting bureaucratic compliance they lose these occasions to animate

f. Ownership

their core values.

i. Effective black (South African) ownership
with equivalent voting rights

2011

2012

2013

2016

2017

2018

2014

2015

70%
60%

% of firms

50%
40%
30%
20%
10%
0%

50%-60%

60%-70%

70%-80%

80%-90%

90%-100%

Over the last eight years there has been a steady dilution

Although there is dilution, in 2018 the largest proportion

of effective black ownership with equivalent voting

of firms participating in the survey fall within the 90%

rights. In 2011 and 2012, approximately two thirds of

to 100% effective black ownership bucket. The percen-

respondents were 90% to 100% black-owned; in 2018

tage of firms that have 60% to 70% effective black

less than half of the respondents are in this range. This

ownership has remained constant over the last eight

may reflect structural changes in the subsector as a

years.

result of accessing working capital, competencies,
infrastructure, product offerings and markets through
partnerships, acquisitions and new investors.

The impact of the proposed incentives around
ownership by the Department of Trade and Industry
published in March 2018 will be monitored closely in
the 2019 edition of the BEE.conomics survey.
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ii. Effective black female (South African) ownership with equivalent voting rights
45%
40%

% of firms

35%
30%
25%
20%
15%
10%
2018

5%
90%-100%

80%-90%

70%-80%

60%-70%

50%-60%

40%-50%

30%-40%

20%-30%

10%-20%

0%-10%

0%

The black asset management subsector’s ownership with equivalent voting rights can only be characterised as male
dominated. The long tail distribution over eight years remains persistent. It is time for the subsector to reflect on
its commitment to gender parity.

% of firms

iii. Effective black participation in Broad-Based Ownership Schemes with equivalent
voting rights
80%
70%
60%
50%
40%
30%
20%
10%
0%

2018
0%-10%

10%-20%

20%-30%

30%-40%

Over 40%

This edition of BEE.conomics investigates broad-based ownership schemes. One in five respondents reported that
over 40% of their firm’s ownership is broad-based. The majority of firms have between 0% and 10% broad-based
ownership. This poses an important debate on economic transformation; how to achieve effective broad-based
ownership in a sector that relies on a high level of skill.

% of firms

iv. Effective black participation in the company’s Employee Share Ownership Scheme with
equivalent voting rights
70%
60%
50%
40%
30%
20%
10%
0%

2018
0%-10%

10%-20%

20%-30%

30%-40%

Over 40%

The distribution of black asset management firms with Employee Share Ownership Schemes appears bimodal; there
are two groups of companies on the spectrum. A quarter of respondents’ employees own over 40% of their firms
and roughly 60% have 0% to 10% of their ownership in staff hands. This may reflect the way these two groups of
companies were envisaged prior to establishment.
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g. Board of Directors

Number of firms

i. Number of directors
13
12
11
10
9
8
7
6
5
4
3
2
1
0

12 12

2017

11

11
10

2018

8
6
4

4

4
3

3

3
1

1
0

1

2

3

5

4

6

7

8

Number of Directors

Companies prefer two to four directors on their respec-

of a firm’s prosperity, the most significant function of

tive boards. Recognising that over half the respondents

its board is to add value to the company’s strategy. The

are Exempted Micro Enterprises small boards may be

second core function of ensuring accountability is

appropriate at this stage in the lifecycle. The role of the

indispensable in the asset management sector as it is

board can be broadly described by two of its core

responsible for the management of the nation’s savings

functions; namely to ensure that the company prospers

and the efficient allocation thereof. Consequently boards

and to protect the interests of its shareholders. In terms

have a positive and critical role to play.

ii. Number of independent directors
20

19

18

16

Number of firms

16
14
12

9

10
8
6

3

4

1

2

0

0

0

6

7

0

0

1

2

3

4

5

Number of Independent Directors
One third (33.33%) of respondents have no independent

Enterprises; independent directors help to improve the

directors. Two in five (40%) firms participating in the

firm’s credibility. It is imperative at this time in the history

study have one independent director. Independent

of our country that asset management firms take the

directors on a board play an essential role in ensuring

lead in corporate governance; it is instrumental in

accountability and good governance. While recognising

securing the sustainability of the subsector.

that the majority of respondents are Exempted Micro
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iii. % Directors that are black South African
60%
50%

% of firms

40%
30%
20%
10%

2018

0%
50%-60%

60%-70%

70%-80%

80%-90%

90%-100%

There has been a steady increase in the percentage of black directors over the last 10 years. In 2018, approximately
two thirds of respondents have 80% to 100% black directors.

iv. % Directors that are black female South African
90%
80%

% of firms

70%
60%
50%
40%
30%
20%
10%
0%
0%-20%
2010

20%-40%
2011

2012

40%-60%
2013

2014

60%-80%
2015

2016

80%-100%
2017

2018

In 2018, roughly 27% of companies have 40% to 60% black female directors. While this is positive; there is no trend
that shows that black asset management firms are committed to the value of gender diversity. Similar to the ownership
data, the percentage of black female directors is a long tail distribution; a clear indication of intrinsic gender
discrimination within the subsector.
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h. B-BBEE procurement recognition level
45%
40%

% of firms

35%
30%
25%
20%
15%
10%

2017

5%

2018

0%
135%

125%

110%

100%

80%

60%

50%

10%

0%

B-BBEE procurement recognition level
The procurement recognition level is based on the B-

asset management companies. Also extremely important

BBEE contributor status of the organisation. Under

to note is the introduction of the B-BBEE Scorecard for

the Amended Financial Sector Code companies that

Retirement Funds in the Amended Financial Sector Code.

hold a Level 1 rating enjoy a recognition level of 135%

This means that asset owners are going to increasingly

whereas companies with a Level 2 rating have a 125%

procure services from enterprises who, in addition to

recognition level and those that are non-compliant

quality of expertise and price, can make a meaningful

have a 0% recognition level. These recognition levels

contribution to an asset owner’s B-BBEE rating. Currently

are important as they contribute to the B-BBEE

only 37.5% of all firms are recognised at 135% for

Scorecard of the entity who procures services from

procurement by their clients.

i. % of total procurement spend from black enterprises with a level 1 or 2 B-BBEE rating

Number of firms

25
20

20

21

15
10

10

11
9

10
8
4

5

2017
2018

0
0% - 25%

25% - 50%

50% -75%

75% - 100%

% of procurement spend from Level 1 or Level 2 B-BBEE rated enterprises
In 2018, 44% of respondents procured less than 25% of

effective, it must be a universally accepted standard

goods and services from firms with a Level 1 or 2 B-

amongst all South African companies. Black asset

BBEE rating. On the positive end 21% of firms procured

management companies should lead this campaign as

more than 75% of goods and services from Level 1 or

this is the principal barrier affecting the subsector.

2 rated B-BBEE vendors. For B-BBEE legislation to be
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j. Supplier development programme
80%

72.92%

70%
% of firms

60%
50%
40%
27.08%

30%
20%

2018

10%
0%
Yes

No

Only one quarter (27.08%) of respondents support a

either Skills Development or Enterprise and Supplier

Supplier Development programme. As previously

Development. If firms are non-compliant the discounting

observed, majority of the respondents’ annual turnover

principle comes into effect where the B-BBEE level is

fall below R10 million and many have not reached

discounted by one level.

profitability or delivered consecutive years of profitability,
hence the low participation in Supplier Development

Whilst the recently published proposed amendments
by the Department of Trade and Industry may remove

programmes.

these requirements for certain firms that are 100% or
Enterprise and Supplier Development is a priority

at least 51% black-owned; it is an obligation of black

element of the Amended Financial Sector Code. Generic

asset management firms to reflect the spirit of B-BBEE

Enterprises are required to comply with all three priority

legislation. Real and sustainable transformation is only

elements; while certain Qualifying Small Financial

achieved when all the elements of the Scorecard are

Institutions are required to comply with Ownership and

embraced.

k. Support provided to suppliers
60%

% of firms

50%
40%
30%
20%
2018

10%
0%
Invest in
qualifying
entities

Extend credit
facilities to
qualifying
entities

Preferential
terms granted
to qualifying
entities

Contributions Development of
made towards manufacturing
costs of
capacity and
services to
expertise to
qualifying
locally produce
entities
goods to
qualifying
entities

Training and
mentoring to
ensure
sustainable
business
capacity to
qualifying
entities

In the main most of the respondents do not have the capacity to support Supplier Development Programmes as
many of them are in their infancy stage and have not reached profitability. Amongst those that do, the range of
support varies with most being supportive of the provision of preferential terms to qualifying entities as well as
investing in such entities.
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l. Submit annual progress report to the Financial Sector Charter Council

% of firms

80%

64.58%

60%
40%

35.42%
2018

20%
0%
Yes

No

Two thirds (64.58%) of respondents in 2018 were

uninterruptedly submit their progress reports.

negligent in submitting their annual progress reports

Concomitantly we call on the Council to be more

to the Financial Sector Charter Council. The Council is

proactive in its support of the subsector, especially in

mandated to publish annual performance reports on

increasing its research capabilities so that it can

the status of transformation in the financial services

formulate interventions that are data-driven. In doing

sector and to use this evidence to take corrective

so, it will assist black asset managers with organic and

measures. In the absence of quality current data there

sustainable growth. Currently many firms in the

is no other means to track transformation. It is the

subsector are unprofitable.

obligation of the black asset management subsector to

m. Skills development plan
70%

66.67%

60%
% of firms

50%
40%

33.33%

30%
20%
2018

10%
0%
Yes

No

The majority (66.67%) of firms participating in the study

third of respondents do not have Skills Development

have a Skills Development plan. It reflects the commit-

plans. Skills Development is a priority element in the

ment of the subsector to building capability and

Amended Financial Sector Code (depending on the level

mentoring the next generation of asset managers. This

of black ownership and revenue) and non-compliance

is an important mechanism for guaranteeing the

can result in the discounting principle taking effect.

sustainability of the subsector. It is concerning that one
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a. Company profitable
70%

% of firms

60%

62.50%

57.78%

50%

42.22%

37.50%

40%
30%
20%

2017

10%

2018
0%

No

Yes
In 2018, more black-owned asset management firms

is imperative that new black-owned asset management

reported that they are profitable. The sustainability of

firms are backed; diversity is an essential ingredient

the subsector remains tenuous considering that one

in creating a robust, open, inclusive and competitive

third (37.50%) of the respondents reported that they

asset management sector. The prevailing concentrated

are not yet profitable. In addition to the usual hurdles

structure of the asset management sector is a national

of establishing a new business; new entrants need

risk and reduces the efficiency of allocating the

systemic support from all stakeholders in the sector. It

country’s assets.

b. Deliver three consecutive years of positive NPAT over last three
financial years
80%

71.11%

66.67%

70%

% of firms

60%
50%
40%
30%

33.33%

28.89%

20%

2017

10%

2018

0%

Yes

No

Only one third of respondents reported three

concomitantly be addressed. It may be time for the

consecutive years of net profit after tax. While this is an

professional associations and industry bodies to

improvement since 2017; the pace is abysmally slow.

investigate the factors that contribute to the sustainability

The sluggish rate at which black asset management

of asset management firms and to identify the

firms become profitable draws attention to the amount

mechanisms that will facilitate authentic growth. This

and nature of support that they receive from the

evidence will enable the sector to formulate and

industry. Is it sufficient to change the rules of the

implement efficacious development interventions that

subsector to make it easier for new entrants to establish

will positively impact the sustainability of the sector.

themselves or are there other factors that must
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c. Made an income tax payment to SARS in last financial year
70%

51.11%

48.89%

50%

% of firms

60.42%

58.54%

60%

41.46%

39.58%

40%
30%

2016

20%

2017

10%

2018

0%
Yes

No

This year’s results show a precipitous increase from

in human capital, safety and security, wellbeing of citizens

2017 in the number of black-owned asset management

and ensuring property rights. In 2017, company income

firms paying income tax. Nonetheless, two in five

tax accounted for approximately 18% of government’s

(39.58%) respondents did not pay any company tax in

revenue. Increasing this tax base is sine qua non to

the last financial year.

sustainable economic growth, reducing inequality and
nurturing social cohesion. Consequently, an open,

Increasing economic growth and reducing inequality
remains the biggest challenges facing post-apartheid
South Africa. The social wage is the instrument used by

inclusive and competitive asset management sector will
have a significant impact on economic growth and social
development.

the state to mitigate the impact of inequality. It is also
instrumental to economic growth through investment

d. Number of new permanent jobs created
109

Number of permanent
jobs created

120

97

100

88

80
60
40
20

2016

0
-20

-2

2017
-7

2018

-26

-40

Loss

Gained

Over the last three years black asset management firms

in the subsector. The three-year trend on permanent

have created an average of 98 full time jobs per annum

jobs created confirms the 2017 BEE.conomics report

or a net gain of 259 permanent positions. While 2016

that the sector is able to generate work opportunities.

saw the largest number of permanent jobs created by

More importantly, the sector creates high earning jobs

the subsector; 2018 saw 88 new appointments. It also

which further contribute to economic growth through

saw the largest loss of staff totalling 26 for the year.

higher levels of consumption, a better tax base and

From the profitability and income tax payment data

larger savings. Consequently, it is imperative for the

above this may signal growth and improving efficiency

sector to continue on its current growth trajectory.
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e. Participate in Youth Employment Scheme
100%

It is impressive that within two months of President

87.50%

Ramaphosa launching the Youth Employment Scheme,

% of firms

80%

one in eight (12.50%) respondents are already
60%

participating in the initiative. For South Africa to capitalise
on its youthful population it must invest in young people.

40%
20%

This year will serve as a baseline; BEE.conomics will

12.50%

track black asset management firms’ commitment to

0%

invest in the youth so that there is a demographic
Yes

No

dividend. Tracking this indicator may also serve as a

2018

proxy to authentic growth - companies participating in
the scheme generally should have real capacity and
skills to absorb and mentor young people.

f. Number of people employed under the Youth Employment Scheme

Number of firms

3

2
2

1
1

0

2018

0

1

3

2
Number of people employed

Three firms have employed five young people in the last two months since the introduction of the Youth Employment
Scheme. The ability of the sector to offer internship opportunities will be closely monitored in the years ahead.

g. % leviable amount spend on bursaries for black students at higher
education institutions
90%

83.33%

80%

% of firms

70%
60%
50%
40%
30%
20%
10%

2.08%

4.17%

1%-1.5%

1.5%-2%

10.42%
0.00%

0%

Under 1%

2%-2.5%

2018

Over 2.5%

% leviable amount spend
The overwhelming majority of firms participating in the survey are offering bursaries to black students registered
at higher education institutions. It is inspiring that one in ten respondents (10.42%) spend more than 2.5% of their
leviable amount on bursaries for black students.
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% of firms

h. Contribute to empowerment financing in its last financial year
90%
80%
70%
60%
50%
40%
30%
20%
10%
0%

85.42%

The overwhelming majority (85.42%) of respondents
did not contribute to empowerment financing in the
last financial year. The few firms that contributed to
empowerment financing directed their investment
towards B-BBEE financing and Black Business Growth
or Small, Medium Enterprise funding as illustrated

14.58%

below.
Yes

No

2018

Type of empowerment financing
80%

71.43%

70%

57.14%

% of firms

60%
50%
40%
30%
20%
10%

0.00%

0.00%

2018

0.00%

0%

Transformational Black agricultural
infrastructure
financing

Affordable
housing

B-BBEE financing

Black business
growth/SME
funding

i. Wholly acquire or invest in another company
100%

88.89%

83.33%

% of firms

80%
60%
40%
20%

16.67%

11.11%

2017
2018

0%
Yes

No

The trend in acquiring or investing in another company

companies to grow quickly and in doing so they are

continues from 2017. In 2018, more firms (16.67%)

able to consolidate their own sustainability.

participating in the survey reported that they have either
acquired or invested in another firm. It also signals that

If these acquisitions and investments are within the

firms have accumulated extra capital.

black asset management subsector, it may offer the
subsector an alternative mechanism for ensuring

Recognising the barriers facing black asset managers,

sustainability. Black firms investing in other black firms

acquisitions and investment in other firms are a logical

provide the subsector with much needed capital and

strategy to increase market share, resources and

track records. This form of internal solidarity is much

revenue. Organic growth generally is painstakingly slow

needed at present recognising that more than a third

and even more difficult for emerging black asset

(37.50%) of the companies participating in the survey

management firms as revealed in the last few editions

are struggling to break even.

of the BEE.conomics reports. Acquisitions enable
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j. Spend on external financial literacy and education for the ordinary
South African
80%

70.83%

70%

60.00%

% of firms

60%
50%

40.00%

40%

29.17%

30%
20%

2017
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Yes
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% of revenue

Number of firms

8

7

7
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1
0

1

1

1
2018

0
0%

0%-0.5%

0.5%-1%

1%-2%

2%-5%

Over 5%

% of annual revenue spend on financial literacy and education

There is a steep decline in the number of firms that

savings and wealth creation. Unfortunately, South

spend revenue on financial literacy and education on

Africans are not good savers even when factoring the

ordinary South Africans in the last twelve months. Only

difficult economic status of the country. Without robust

14 firms participating in the 2018 survey reported that

savings, there will be no asset management firms.

they invest in financial literacy programmes. Half of

Consequently, it is imperative for the black asset manage-

these firms (7) spend less than 0.5% of their annual

ment subsector to invest in financial literacy. A 2016

revenue on financial literacy and education.

international study showed1 that South Africans’ financial
knowledge is very weak. The country ranked last, scoring

There is overwhelming evidence of the link between

approximately 30%.

citizens’ savings and economic growth and individual

1

OECD International Network on Financial Education. (2016). Adult Literacy Competencies, http://www.oecd.org/finance/financial-education/oecd-infe-survey-

adult-financial-literacy-competencies.htm
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k. Products that target the LSM 4, 5, 6 market
90%

77.78%

80%

70.83%

% of firms

70%
60%
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40%
30%

29.17%
22.22%

20%

2017

10%
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0%

Yes

No

Roughly one third (29.17%) of respondents offer

However the majority of South African households fall

products that target the LSM 4, 5, and 6 market; this is

in the LSM 1, 2, 3 categories; where savings are a luxury

a significant increase from 2017. While recognising that

and stokvels, burial societies and other community-

many respondents are not in the retail market; this data

based schemes rule. It is estimated that approximately

shows that black asset management firms are commit-

40%2 of households use stokvels to save. It may be

ted to offering savings products directed at the lower

useful for the black asset management subsector to

LSMs. In doing so, the subsector is contributing to

explore creating products directed at community-based

financial inclusion – ensuring that all South Africans

saving schemes that are cheap and do not erode the

have access to financial services. Government’s tax-free

small capital investments. In doing so, the subsector

savings scheme is also an incentive to offer savings

will have a real impact on helping the majority of South

products.

Africans create real wealth.

l. Produce any marketing literature in any of the official languages
outside of English and Afrikaans
120%

100.00%

% of firms

100%

95.83%

80%
60%
40%
2017

20%

4.17%

0.00%

2018

0%

Yes

No

Since the last edition of the survey, two firms are

understands, that goes to his head. If you talk to him in

producing their marketing material in local indigenous

his language, that goes to his heart.” Real transformation

languages other than English or Afrikaans. Providing

in the asset management sector is the contribution that

information in multiple languages increases both

the sector makes in ensuring that all South Africans are

financial literacy and financial inclusion. In Nelson

able to manage their money effectively and efficiently.

Mandela’s words; “If you talk to a man in a language he

2

World Economic Forum. (2017). 6 Challenges to Financial Inclusion in South Africa,

https://www.weforum.org/agenda/2017/04/financial-inclusion-south-africa/
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m. Corporate Social Investment spend
15

Number of firms
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Over 5%

% of annual revenue spend on Corporate Social Investment
Black asset management firms are committed to giving

Investment. However, one quarter of the firms do not

back to society. In 2018, more than half of the firms

spend any of their revenue on Corporate Social

spent between 0% and 1% of their annual revenue on

Investment. This is understandable given that two thirds

Corporate Social Investment. Three firms spend more

of firms reported not delivering three consecutive years

than 5% of their annual revenue on Corporate Social

of positive net profit after tax.

n. Social sectors supported
80%

70.83%

% of firms

70%
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40%

27.08%

30%
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20%
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2018
None

Entrepreneurship
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0%

Social sectors supported in last financial year
Education (70.83%) followed by entrepreneurship (29.17%) and job creation (27.08%) are the social sectors that black
asset management firms prefer to support. Health and sports are also sectors that firms favour. Few firms support
arts and culture and environment related initiatives.
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In Conversation
with
MENZI LUKHELE and FAITH MURAMBA,
Business Development Manager and Portfolio Manager,
Taquanta Asset Managers
ESTABLISHED 2007

This is a direct transcription - unfiltered and unedited.

27four: What were some of the challenges that the firm

27four: What are some of the lessons that you can share

experienced in 2007 when Taquanta Asset Managers was

with start-ups?

founded?
Taquanta: Some of the lessons we have learnt which
Taquanta: The key challenges of establishing an

might be of value to start-up and emerging asset

independent profile in the market after leaving Nedbank

managers include that it is critical to have diversity of

was actually sourcing new clients to diversify the client

both your client base and your product offering. A

base and this involved approaching clients directly as

diverse client base minimises risk of large asset losses

opposed to relying on a parent company. Another

due to one or two clients changing their client allocation

challenge was developing new products to diversify

for example. A diverse product offering also mitigates

sources of revenue. As it’s typical for any new venture,

against the loss of assets of a single asset class. A wide

the key was building a business model that was not only

approach offering is also needed to diversify your

innovative but one that would have been sustainable

monthly source of revenue.

in the long term.
You cannot underestimate the importance of business
27four: How is Taquanta Asset Managers responding to

operations and having solid operations instils confidence

transformation within the industry and as a business?

in the manager and is key to operational risk
management but more than that it's a standard part of

Taquanta: We take a long term view on transformation.

due diligence investigation by a consultant.

Transformation is a journey; it’s not something that you
achieve overnight. As you can imagine for a portfolio

Full interview available at 27four.com

management team of ten individuals it's not like every
six months you are adding somebody new so it might
take us time to add another individual, but we are adding
more individuals who are being sourced internally.

182

ASSET MANAGER PROFILES
Name of company:

Acanthin (Pty) Ltd

Date of inception:

Jul-15

Website:

www.acanthin.com

Address:

4 Adrienne Street, Sandown, Sandton, 2196

Telephone:

+27 11 883 1580

Email:

info@acanthin.com

Contact person:

Amith Singh

Title of contact person:

Business Development Manager

Name of company:

Adinah Capital Partners (Pty) Ltd

Date of inception:

Nov-13

Website:

www.adinah.com

Address:

3rd Floor, 1 Bompas Road, Dunkeld West, 2196

Telephone:

+27 11 268 5929

Email:

info@adinah.com

Contact person:

Zeyn Angamia

Title of contact person:

Executive/Principal

Name of company:

Aeon Investment Management (Pty) Ltd

Date of inception:

May-05

Website:

www.aeonim.co.za

Address:

4th Floor, The Citadel, 15 Cavendish Street, Claremont, 7708

Telephone:

+27 21 204 6061

Email:

funds@aeonim.co.za

Contact person:

Tshego Modise

Title of contact person:

Business Development Manager/Investor Relations

Twitter:

@AsiefMohamed

Facebook:

Aeon Investment Management

LinkedIn:

Aeon Investment Management (Pty) Ltd

Name of company:

Afena Capital (Pty) Ltd

Date of inception:

Nov-05

Website:

www.afenacapital.com

Address:

5th Floor, MontClare Place, Cnr Campground & Main Roads,
Claremont, 7708

Telephone:

+27 21 657 6240

Email:

info@afenacapital.com

Contact person:

Grant Cloete

Title of contact person:

Business Development Manager/Investor Relations

Name of company:

All Weather Capital (Pty) Ltd

Date of inception:

May-08

Website:

www.allweather.co.za

Address:

Peregrine Building, 1st Floor, 6A Sandown Valley Crescent,

Telephone:

+27 11 722 7382

Email:

info@allweather.co.za

Sandton, 2196

Contact person:

Mark Scholefield

Title of contact person:

Business Development Manager/Investor Relations

183

Name of company:

ALUWANI Capital Partners (Pty) Ltd

Date of inception:

Dec-15

Website:

www.aluwanicapital.co.za

Address:

Aluwani House, EPPF Office Park, 24 Georgian Crescent East,

Telephone:

+27 21 204 3800

Email:

aluwani@aluwanicapital.co.za

Contact person:

Lonwabo Dambuza

Bryanston East, 2152

Title of contact person:

Business Development Manager/Investor Relations

Twitter:

@aluwani_capital

LinkedIn:

ALUWANI Capital Partners

YouTube:

ALUWANI Capital Partners

Name of company:

Argon Asset Management (Pty) Ltd

Date of inception:

Apr-05

Website:

www.argonassetmanagement.co.za

Address:

1st Floor, Colinton House, 1 Oakdale Road, Newlands, 7700

Telephone:

+27 21 670 6570

Email:

info@argonasset.co.za

Contact person:

Luyanda Joxo

Title of contact person:

Business Development Manager/Investor Relations

Facebook:

Argon Asset Management

LinkedIn:

Argon Asset Management

Name of company:

Ata Capital (Pty) Ltd

Date of inception:

Feb-12

Website:

www.atacapital.co.za

Address:

9th Floor, 90 Grayston Drive, Sandton, 2196

Telephone:

+27 11 321 1636

Email:

info@atacapital.co.za

Contact person:

Maredi Mampuru

Title of contact person:

Executive/Principal

Name of company:

Balondolozi Investment Services (Pty) Ltd

Date of inception:

Apr-10

Website:

www.balondolozi.co.za

Address:

3rd Floor, Old Trafford, 1 Isle of Houghton, 11 Boundary Road,

Telephone:

+27 86 126 2270

Email:

admin@balondolozi.co.za

Houghton, 2198

Contact person:

Yolande Mokhantso

Title of contact person:

Business Development Manager/Investor Relations

Twitter:

@Balondolozi1

Name of company:

Bayakha Investment Partners (Pty) Ltd

Date of inception:

Oct-15

Website:

www.bayakha.co.za

Address:

Brooklyn Place, 3 Centex Close, Krammerville, 2196

Telephone:

+27 11 568 9834

Email:

info@bayakha.co.za

Contact person:

Ngoku-Sakhile Mazwi

Title of contact person:

Executive/Principal

LinkedIn:

Bayakha Investment Partners
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Name of company:

Benguela Global Fund Managers (Pty) Ltd

Date of inception:

Feb-13

Website:

www.benguelaglobal.com

Address:

6 Mellis Road, The Avenues North, Rivonia, 2191

Telephone:

+27 10 596 8500

Email:

info@benguelaglobal.com

Contact person:

Sibongile Mpakanyiswa

Title of contact person:

Business Development Manager/Investor Relations

Twitter:

@BenguelaGlobal

Facebook:

BenguelaGlobal

Instagram:

@BenguelaGlobal

LinkedIn

BenguelaGlobal

YouTube:

BenguelaGlobal

Name of company:

Bopa Moruo Private Equity Fund Managers (Pty) Ltd

Date of inception:

Jan-12

Website:

www.bopamoruo.co.za

Address:

3 Exchange Square, 87 Maude Street, Sandton, 2196

Telephone:

+27 10 900 2019

Email:

info@bopamoruo.co.za

Contact person:

Nthime Khoele

Title of contact person:

Executive/Principal

LinkedIn:

Bopa Moruo Private Equity

Name of company:

Cachalia Capital (Pty) Ltd

Date of inception:

May-13

Website:

www.cachaliacapital.co.za

Address:

12th Floor, Sinosteel Plaza, 159 Rivonia Road, Sandton, 2196

Telephone:

+27 11 326 6699

Email:

mashuda@cachaliacapital.co.za

Contact person:

Mashuda Cassim

Title of contact person:

Business Development Manager/Investor Relations

Name of company:

Crede Power and Infrastructure Investments (Pty) Ltd

Date of inception:

Jan-15

Website:

www.credepower.co.za

Address:

Ground Floor, 41 Rivonia Road, Sandhurst, 2196

Telephone:

+27 11 268 6900

Email:

sandile.sokhela@credepartners.co.za

Contact person:

Sandile Sokhela

Title of contact person:

Executive/Principal

Twitter:

@Crede_Power

Facebook:

Crede Power and Infrastructure Investments

LinkedIn:

Crede Power and Infrastructure

Name of company:

Effectus Capital Management (Pty) Ltd

Date of inception:

Aug-15

Website:

www.effectuscapital.co.za

Address:

5th Floor, Office 2A, Green Park Corner, 3 Lower Road,

Telephone:

+27 11 883 0292

Email:

info@effectuscapital.co.za

Sandton, 2191

Contact person:

Aviraag Ramdhani

Title of contact person:

Executive/Principal

LinkedIn:

Effectus Capital Management
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Name of company:

Excelsia Capital (Pty) Ltd

Date of inception:

May-16

Website:

www.excelsia.co.za

Address:

Office 303 Sunclare Building, 21 Dreyer Street, Claremont,

Telephone:

+27 21 276 1740

Email:

info@excelsia.co.za

Cape Town, 7708

Contact person:

Rajay Ambekar

Title of contact person:

Executive/Principal

LinkedIn:

Excelsia Capital

Name of company:

First Avenue Investment Management (Pty) Ltd

Date of inception:

Sep-10

Website:

www.firstavenue.co.za

Address:

Ground Floor, Turner & Townsend Building, 21 Fricker Road,
Illovo, 2196

Telephone:

+27 21 276 1740

Email:

opsteam@firstavenue.co.za

Contact person:

Hlelo Giyose

Title of contact person:

Executive/Principal

Name of company:

Fortitudine Vincimus Capital Advisors (Pty) Ltd

Date of inception:

Aug-14

Website:

www.fvcadvisors.com

Address:

12 Lover's Walk, Rondebosch, 7700

Telephone:

+27 21 276 1759

Email:

info@fvcadvisors.com

Contact person:

Mike Kane

Title of contact person:

Executive/Principal

YouTube:

FVC Advisors

Name of company:

Heritage Capital (Pty) Ltd

Date of inception:

Jan-15

Website:

www.heritagecapital.co.za

Address:

The Place, 1 Sandton Drive, Sandton, 2196

Telephone:

+27 10 594 4708

Email:

admin@heritagecapital.co.za

Contact person:

Kedibone Imathiu

Title of contact person:

Executive/Principal

Name of company:

Idwala Capital (Pty) Ltd

Date of inception:

May-17

Website:

www.idwalacapital.co.za

Address:

1st Floor, 68 St Andrew Street, Birdhaven, 2196

Telephone:

+27 11 447 1099

Email:

nandi@idwalacapital.co.za

Contact person:

Nandi Rodolo

Title of contact person:

Executive/Principal
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Name of company:

Independent Alternatives Investment Managers
(Pty) Ltd

Date of inception:

Aug-15

Website:

www.independentalternatives.co.za

Address:

Jupiter House, River Park, 42 Homestead Road, Rivonia, 2191

Telephone:

+27 11 234 0187

Email:

clients@independentalternatives.co.za

Contact person:

Grant Hogan

Title of contact person:

Executive/Principal

Twitter:

@Independent_Alts

LinkedIn:

Independent Alternatives Investment Managers

Name of company:

JM BUSHA Asset Managers (Pty) Ltd

Date of inception:

Jan-00

Website:

www.jmbusha.com

Address:

JM BUSHA House, 28 Bompas Road, Dunkeld West, Randburg, 2196

Telephone:

+27 11 325 2027

Email:

invest@jmbusha.com

Contact person:

Joseph Makamba Busha

Title of contact person:

Executive/Principal

Name of company:

Kagiso Asset Management (Pty) Ltd

Date of inception:

Dec-01

Website:

www.kagisoam.com

Address:

5th Floor, MontClare Place, Corner of Main & Campground
Roads, Claremont, 7708

Telephone:

+27 21 673 6300

Email:

info@kagisoam.com

Contact person:

Tisha Powell

Title of contact person:

Administrator

LinkedIn:

Kagiso Asset Management

Name of company:

Khumovest Advisory (Pty) Ltd

Date of inception:

Oct-15

Website:

www.khumovest.com

Address:

15th Floor, The Forum, 2 Maude Street, Sandton, 2196

Telephone:

+27 11 883 2274

Email:

info@khumovest.com

Contact person:

Priyan Padayichie

Title of contact person:

Business Development Manager/Investor Relations

LinkedIn:

Khumovest

Name of company:

Kleoss Capital (Pty) Ltd

Date of inception:

Apr-14

Website:

www.kleosscapital.com

Address:

2nd floor, Office 05, Norwich Place, 3 Norwich Close, Sandown,
Sandton, 2196

Telephone:

+27 11 666 1660

Email:

info@kleosscapital.com

Contact person:

Zain Laher

Title of contact person:

Executive/Principal
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Name of company:

LEGACY AFRICA Fund Managers (Pty) Ltd

Date of inception:

Aug-13

Website:

www.legacyafrica.co.za

Address:

The Firs, 4th Floor, Cnr. Biermann & Cradock, Rosebank, 2196

Telephone:

+27 11 759 4012

Email:

info@legacyafrica.co.za

Contact person:

Lentswe Gopane

Title of contact person:

Executive/Principal

LinkedIn:

LEGACY AFRICA Fund Managers

Name of company:

Lima Mbeu Investment Managers (Pty) Ltd

Date of inception:

Sep-17

Website:

www.limambeu.co.za

Address:

2nd Floor Fredman Towers, 13 Fredman Drive, Sandton, 2196

Telephone:

+27 10 023 0113

Email:

invest@limambeu.co.za

Contact person:

Ndinavhushavhelo Rabali

Title of contact person:

Executive/Principal

LinkedIn:

Lima Mbeu Investment Managers (Pty) Ltd

Name of company:

Lodestar Fund Managers (Pty) Ltd

Date of inception:

Jan-15

Website:

www.lodestarfunds.com

Address:

2nd Floor, The Terrraces, 25 Protea Road, Claremont, 7735

Telephone:

+27 21 673 7812

Email:

reza@lodestarfunds.com

Contact person:

Reza Khan

Title of contact person:

Executive/Principal

Name of company:

Lunar Capital (Pty) Ltd

Date of inception:

Feb-15

Website:

www.lunarcapital.co.za

Address:

29 Seventh Street, Houghton Estate, 2198

Telephone:

+27 83 305 7860

Email:

sabir@lunarcapital.co.za

Contact person:

Sabir Mahomed Munshi

Title of contact person:

Executive/Principal

Twitter:

@sabirmunshi

Facebook:

Lunar Capital

LinkedIn:

Sabir Munshi

Name of company:

Makalani Management Company (Pty) Ltd

Date of inception:

Aug-04

Website:

www.makalani.co.za

Address:

Ground Floor, Fortune Kunene House, 261 Oxford Road, Illovo, 2196

Telephone:

+27 11 428 0680

Email:

enquiries@makalani.co.za

Contact person:

Keshan Pillay

Title of contact person:

Executive/Principal
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Name of company:

Mazi Asset Management (Pty) Ltd

Date of inception:

Aug-06

Website:

www.mazi.co.za

Address:

4th Floor, 90 Rivonia Road, Sandton, 1685

Telephone:

+27 10 001 8300

Email:

info@mazi.co.za

Contact person:

Siviwe Mazwana

Title of contact person:

Business Development Manager/Investor Relations

Name of company:

Meago (Pty) Ltd

Date of inception:

Nov-04

Website:

www.meago.co.za

Address:

Meago House, 73 Oxford Road, Saxonwold, 2193

Telephone:

+27 11 646 2944

Email:

bongwam@meago.co.za

Contact person:

Bongwa

Title of contact person:

Business Development Manager/Investor Relations

Name of company:

Mergence Investment Managers (Pty) Ltd

Date of inception:

Feb-04

Website:

www.mergence.co.za

Address:

6th Floor, The Equinox, Cnr Milton & Main Road, Sea Point, 8005

Telephone:

+27 21 433 2960

Email:

info@mergence.co.za

Contact person:

Ronel Bantjes

Title of contact person:

Business Development Manager/Investor Relations

Twitter:

@MergenceIM

Facebook:

Mergence Investment Managers

LinkedIn:

Mergence Investment Managers

YouTube:

Mergence Investment Managers

Name of company:

Mianzo Asset Management (Pty) Ltd

Date of inception:

Aug-10

Website:

www.mianzo.co.za

Address:

Unit EG01 Vesta House, The Forum, Northbank Lane,
Century City, 7441

Telephone:

+27 21 552 3555

Email:

info@mianzo.co.za

Contact person:

Ayanda Ndlovu

Title of contact person:

Administrator

Name of company:

Motheo Property Investment Managers (Pty) Ltd

Date of inception:

Jan-14

Website:

www.motheoproperty.co.za

Address:

Office 201, Cape Quarter Square, 27 Somerset Road, Green Point,

Telephone:

+27 21 401 8981

Email:

thabo.motloung@motheoproperty.co.za

8005

Contact person:

Thabo Motloung

Title of contact person:

Executive/Principal
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Name of company:

MSM Property Fund (Pty) Ltd

Date of inception:

Jul-12

Website:

www.msmpropertyfund.com

Address:

1st Floor, 3 Exchange Square, 87 Maude Street, Johannesburg, 2196

Telephone:

+27 11 326 8214

Email:

musi.skosana@msmproperty.co.za

Contact person:

Musi Skosana

Title of contact person:

Executive/Principal

Twitter:

@MSMProperty

LinkedIn:

MSM Property Fund

YouTube:

MSM Property Fund

Name of company:

Pan-African Asset Management (Pty) Ltd

Date of inception:

Jul-96

Website:

www.pam-asset.co.za

Address:

Ground Floor, Block A, 392 Main Road, Main Straight Office Park, 2021

Telephone:

+27 11 463 0300

Email:

insight@pam-asset.co.za

Contact person:

Mphile Sibande

Title of contact person:

Executive/Principal

Name of company:

Perpetua Investment Managers (Pty) Ltd

Date of inception:

Oct-12

Website:

www.perpetua.co.za

Address:

5th Floor, The Citadel, 15 Cavendish Street, Claremont, 7708

Telephone:

+27 21 674 4274

Email:

info@perpetua.co.za

Contact person:

Mahesh Cooper

Title of contact person:

Executive/Principal

Twitter:

@Perpetua_Invest

LinkedIn:

Perpetua Investment Managers (Pty) Ltd

Name of company:

Prowess Investment Managers (Pty) Ltd

Date of inception:

Dec-08

Website:

www.prowessinvestments.com

Address:

20th Floor, Thibault Square, 1 Long Street, Cape Town, 8000

Telephone:

+27 21 565 0065

Email:

ClientReports@prowessinvestments.com

Contact person:

Precious Buthelezi

Title of contact person:

Business Development Manager/Investor Relations

Twitter:

@ProwessManagers

Facebook:

ProwessInvestments

LinkedIn:

ProwessInvestments

Name of company:

Sanari Capital (Pty) Ltd

Date of inception:

Oct-13

Website:

www.sanari.co.za

Address:

7th Floor, 90 Grayston Drive, Sandton, 2196

Telephone:

+27 76 456 3339

Email:

connect@sanari.co.za

Contact person:

Samantha Pokroy

Title of contact person:

Executive/Principal

Twitter:

@SanariCapital

Facebook:

SanariCapital

LinkedIn:

SanariCapital
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Name of company:

Senatla Capital (Pty) Ltd

Date of inception:

Jan-07

Website:

www.senatlacapital.com

Address:

9th Floor, The Forum, 2 Maude Street, Sandton, 2196

Telephone:

+27 11 784 5929

Email:

owen@senatlacapital.com

Contact person:

Owen Maubane

Title of contact person:

Executive/Principal

Name of company:

Sentio Capital Management (Pty) Ltd

Date of inception:

Sep-07

Website:

www.sentio-capital.com

Address:

1st Floor, Illovo Edge, Building 3, 5 Harries Road, Illovo, 2196

Telephone:

+27 11 880 1994

Email:

info@sentio-capital.com

Contact person:

(TC) Traugott von Czettritz u.N

Title of contact person:

Business Development Manager/Investor Relations

Twitter:

@SentioCapital

Facebook:

SentioCapital

LinkedIn:

Sentio Capital Management

Name of company:

Summit Real Estate (Pty) Ltd

Date of inception:

Sep-16

Website:

www.summitafrica.com

Address:

3rd Floor, One Vdara Building, 41 Rivonia Road, Sandhurst, 2196

Telephone:

+27 10 880 1812

Email:

info@summitafrica.com

Contact person:

Langa Madonko

Title of contact person:

Executive/Principal

Instagram:

@summitafrica

LinkedIn:

SUMMIT Africa

Name of company:

Tamela Capital Partners (PTY) Ltd

Date of inception:

Aug-16

Website:

www.tamela.co.za

Address:

Golden Oak House, Bally Oaks Office Park, 35 Ballyclare Drive,

Telephone:

+27 11 783 5027

Email:

moeketsi@tamela.co.za

Contact person:

Moeketsi Mokuoane

Title of contact person:

Executive/Principal

Name of company:

Taquanta Asset Managers (Pty) Ltd

Date of inception:

Sep-99

Bryanston, 2021

Website:

www.taquanta.co.za

Address:

7th Floor, Newlands Terraces, Boundry Road, Newlands, 7700

Telephone:

+27 21 681 5100

Email:

crm@taquanta.com

Contact person:

Menzi Lukhele

Title of contact person:

Business Development Manager/Investor Relations
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Name of company:

Third Way Investment Partners (Pty) Ltd

Date of inception:

Sep-15

Website:

www.thirdway.co.za

Address:

First floor, 11 Crescent Drive, Melrose Arch, 2076

Telephone:

+27 11 684 1192

Email:

info@thirdway.co.za

Contact person:

Fulufhelo Makwetla

Title of contact person:

Executive/Principal

Twitter:

@ThirdWayZA

Name of company:

Value Capital Partners (Pty) Ltd

Date of inception:

Jul-16

Website:

www.valuecapital.co.za

Address:

Global House, 4th Floor, 28 Sturdee Avenue, Rosebank, 2196

Telephone:

+27 10 060 0800

Email:

info@valuecapital.co.za

Contact person:

Sam Sithole

Title of contact person:

Executive/Principal

Twitter:

@valuecapitalsa

Facebook:

Value Capital Partners

LinkedIn:

Value Capital Partners

Name of company:

Vunani Fund Managers (Pty) Ltd

Date of inception:

Jul-99

Website:

www.vunanifm.co.za

Address:

6th Floor, Letterstedt House, Newlands-on-Main, Corner of

Telephone:

+27 21 670 4900

Email:

info@vunanifm.co.za

Contact person:

Letshego Rankin

Main and Campground Road, Newlands, 7700

Title of contact person:

Business Development Manager/Investor Relations

Facebook:

Vunani Fund Managers

YouTube:

Vunani Fund Managers
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Get in touch with us today:
www.27four.com
info@27four.com
@27four
JHB: +27 11 442 2464 l CT: +27 21 671 2173
0800 000 274 (toll-free)

Disclaimer
All information has been voluntarily provided by the participating firms and compiled both electronically and manually by 27four. Technical or human error is possible
by the firm or 27four. 27four makes no representation or warranty as to the accuracy and reliability of the data, as such has not been verified by 27four. Any investor
interested in these firms should conduct its own verification. Firms may have posted inaccurate data and 27four make no representation of having reviewed or
validated such data. The inclusion or omission of any firm or service herein shall not be deemed a recommendation by 27four for or against the service thereof.
This report is not intended to be an offer, solicitation, encouragement, or recommendation to in any way use or hire any firm or purchase any security. Reference
to a particular company in this report does not constitute a preference, an appraisal, audit or endorsement as to the operating or financial condition of that firm.
27four shall not be liable for any claim, demand, suit, action, judgment, cost, charge or expense, including court costs and attorney’s fees, or damages of any nature
whatsoever, incurred by a user arising out of the use of this Report, even if advised of the possibility of such.
27four Investment Managers is an authorised financial services provider with license number 31045.
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