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Following up on Mike Browne’s article from last week, which highlighted the Seed processes, model and how we calculate 

expected returns, I have decided that this week I will be sharing the exact numbers of the current market and also highlight 

one of the most important factors :  Investment Time Horizon. 

 

 

A Brief Recap of 2018 

 

The All Share index went up in December by 4.25% but still ended the year on -8.53%. Despite the Resource sector being up 

15.55% for the year, this helped little with financials being down -8.76% and Industrials down a massive -17.55%. If you were 

not exposed to the whole market but only to the Top 40 companies, your portfolio would have been down by -8.31%. 

 

Property was hit hard with the Resilient/Viceroy debacle, with the SA Listed Property Index (SAPI) down -25.26% for the year. 

 

If all your money was invested in bonds, the ALBI index returned 7.74% for the year and if all your money was in cash you 

would have returned 7.29% (the STeFI index.) 

 

On a global perspective, the MSCI World Index was down -8.71% in dollar terms and up 6.07% in Rand. USD/ZAR finished at 

R 14.39 and trades today at R 13.29. 

 

 

Local Unit Trust 

 

• The average Income Fund return was 7.33% (SA Multi-Asset Income) 

• The average Low Equity Fund (Stable Funds) return was 1.09% (SA Multi-Asset Low Equity) 

• The average Balanced Fund return was -3.51% (SA Multi-Asset High Equity) 

• The average Equity Fund return was -9.23% (SA Equity General) 

  

You would agree that this paints a bleak picture, given the fact that over the period it was only the average Income Fund 

which outperformed inflation. The “nay-sayers” can be heard around the weekend braai’s expressing that they should have 

all their investments withdrawn and kept in the relative safety of a bank, because returns have been terrible for a few years 

now. To a certain degree, they may be right. However, it is very easy for us to forget that successful investing is something 

that takes time, and by time, I mean time in the market - not timing the market. 

 

Below is an extract from the Seed Prescient Fund Fact Sheets, indicating the investment time horizons (here named Return 

Horizon): 

 

 

 

Source: Seed Investments (31 January 2019) 

 

 

It is clear that the investment horizon of a Conservative Fund, like an Income Fund, is 1 Year. As such, and given the market 

information for 2018, the average Income Fund achieved around its benchmark of cash plus. It is then an accurate 

assessment to compare the Income Fund with this time horizon of 1 Year.  
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Our problem as investors is that most of the time, we will compare our investments with a period like 2018, or 1 Year, when 

our specific funds have an investment horizon of 5 years plus (Balanced Funds). After 1-3 Years with mediocre returns, we 

want to disinvest, realise our loss and move to a fund with an investment horizon of 1 Year. After a big market uptick, we 

want to move back into more aggressive funds. 

 

Chart 1 (below) illustrates that expected returns for the Seed Balanced Prescient Fund can range between -12% to +30% over 

a 1 Year time horizon. However, evaluating the Fund over its correct time horizon of 5 Years, the expected returns are all 

positive, and if you stay invested for 10 years, you should achieve consistent inflation-beating returns. 

 

 

Chart 1: Seed Funds - Expected Returns 

 

 

 

Source: Seed Investments (31 January 2019) 

 

 

It is crucial to know your investment time horizon at the start of investing – this will keep you from disinvesting in the short 

term when markets are volatile and not performing. Indications are there that 2019 will be much better than 2018, and we 

have started well with the All Share Index up by +2.81% for January. 

 

 

Kind regards, 

 

Renier Hugo 
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DISCLAIMER 

 

All illustrations, forecasts, information and opinions provided are of a general nature and are not intended to address the c ircumstances of 

any particular individual or entity. We endeavour to provide accurate and timely information but we make no representation or warranty, 

expressed or implied, with respect to the correctness, accuracy or completeness of the illustrations, forecasts, information or opinions. No 

party should act upon such information or opinion without obtaining the appropriate professional and specialised financial, legal and tax 

advice based upon a thorough examination of a particular situation. Investors should at all times remain aware of the risks involved in the 

buying or selling of any financial product, and hereby acknowledges the inherent risk associated with the selected investments and that there 

are no guarantees (Paragraph 6(2)(f) of BN92). 

 

Seed Investment Consultants will not be held liable for any direct or consequential loss or damage suffered by any party as a result of that 

party acting on or failing to act on the basis of information or opinion provided by or omitted from this document. The Manager retains full 

legal responsibility for any third-party named portfolio (Paragraph 6(1)(g) of BN92). 

 

Prescient Management Company and the Trustee are registered and approved under the Collective Investment Schemes Control Act (No.45 

of 2002). Collective Investment Schemes in Securities (CIS) should be considered as medium to long-term investments. The value of financial 

products can increase as well as decrease over time depending on the value of the underlying securities and market conditions  and past 

performance is not necessarily a guide to future performance (no guarantee is provided as to the values of any financial product mentioned 

in this document). The collective investment scheme may borrow up to 10% of the market value of the portfolio to bridge insufficient liquidity. 

A schedule of fees, charges and maximum commissions is available on request from the Manager. There is no guarantee in respect of capital 

or returns in a portfolio. A CIS may be closed to new investors in order for it to be managed more efficiently in accordance with its mandate. 

CIS prices are calculated on a net asset basis, which is the total value of all the assets in the portfolio including any income accruals and less 

any permissible deductions (brokerage, STT, VAT, auditor’s fees, bank charges, trustee and custodian fees and the annual management fee) 

from the portfolio divided by the number of participatory interests (units) in issue. Forward pricing is used. In the event that specific collective 

investment schemes in securities (unit trusts) are mentioned please refer to the relevant Minimum Disclosure Document in order to obtain all 

the necessary information in regard to that unit trust. 

 

This document may not be amended, reproduced, distributed or published without the prior consent of Seed Investment Consultants. The 

laws of the Republic of South Africa shall govern any claim relating to or arising from the contents of this document. Seed Investment 

Consultants is an authorised financial services provider in terms of the Financial Advisory and Intermediary Services Act (Act No. 37 of 2002). 

 

ADDITIONAL INFORMATION (where applicable) 

 

Performance has been calculated using net NAV to NAV numbers with income reinvested. Full performance calculations are available from the 

manager on request. 

 

DEFINITIONS (where applicable) 

 

Annualised Return   Annualised return shows longer term performance rescaled to a 1-year period. Annualised return is the average 

return per year over the period. Actual annual figures are available to the investor on request. 

 

Highest and Lowest   The highest and lowest returns, since launch, for any rolling 1-year period have been shown. 

Annual Return 
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