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South African Unit Trust Fund Industry Landscape
The South African Unit Trust industry has seen robust growth over the last two decades. Assets totalled just under
R 100bn twenty years ago and have grown to R 2.4tn, a compounded annual growth rate of 17%. The number of
asset managers and funds available has also ballooned. Over 1,500 funds are currently available, which dwarfs
the 221 funds available two decades ago.
The vast number of managers and funds points to how successful the local industry has been. However, local
fund managers have not exactly covered themselves in glory considering the number of funds that have been
terminated over the years, either through liquidation or being merged into other funds. According to Morningstar
data, 1959 South African domiciled funds have been launched over the last 20 years. Currently, there are 1,551
funds - implying that 629 funds have been terminated over the period. The mortality of funds thus presents a
worrying statistic, particularly if closure is a result of funds failing.
Similarly, the same picture presents itself on digging deeper into various fund classes offered to investors, of
which currently 6,576 classes exist (roughly 4 classes per fund available to retail and institutional investors).
While fund and class launches gradually increased since the turn of the century, termination only took off post
the 2008 global financial crisis as depicted in Chart 1 (below). Since 2006, 68% of the terminations are result of
funds being liquidated.
Chart 1: South African Unit Trust Funds/Classes Launched and Terminated Since 2006
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Source: Seed Investments, Morningstar Direct (22 July 2019)
Fund managers liquidate or merge funds for various business reasons, including strategies not working as
expected and rationalisation of fund range for simplicity and ease of management. Underperforming funds
struggle for assets, experiencing outflows during long periods of underperformance - thus challenging the
business case. With investors impatient over performance cycles, they resultantly switch in and out of funds
chasing performance, which ultimately leads to lower returns than what would be attained staying put. It is easy
to see why this kind of behaviour is prevalent, with numerous funds having disappointed investors over the years.
In-depth knowledge and understanding of funds and the managers is essential to minimise the risk of
disappointment.
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At Seed, we spend our time understanding fund managers and their performance cycles. Continuity and
sustainability is a key consideration in our process. We blend uncorrelated strategies, ensuring that we are not
exposed to a single manager, style or strategy. The Seed Balanced Prescient Fund, which has the longest track
record of our funds, typifies what we are trying to achieve. The fund makes use of managers we have an in-depth
understanding of, bringing together different capabilities which helps to deliver a stable return profile over time
as illustrated in Chart 2 (below). This helps us to achieve our goal of protecting and growing our clients’ wealth.
Chart 2: Seed Balanced Fund relative to Peer Group 5 Year Rolling Return

Source: Morningstar Direct (30 June 2019)
For more information on the Seed Balanced Prescient Fund, please feel welcome to get in touch with us via
telephone on +27 21 914 4966 or via email at communications@seedinvestments.co.za. Alternatively, please visit
our website at www.seedinvestments.co.za.
Kind regards,

Tawanda Mushore CFA, FRM
Senior Research and Investment Analyst
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DISCLAIMER
All illustrations, forecasts, information and opinions provided are of a general nature and are not intended to address the
circumstances 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
Annual Return

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