Seed Weekly
A Deeper Understanding of the
Seed Financial Needs Analysis Tool
The Seed Plug ‘n Play Solution is our end-to-end value offering that empowers Advisors to build a successful investment
business. While every broker aims to establish a profitable investment book, with a stable and growing annuity income
stream, there are many challenges along the way:
• A consistent and repeatable initial advice process
• Ongoing portfolio management, risk management and rebalancing of client portfolios
• Continual client service, including reporting on asset values and fund due diligence research
• Meeting regulatory requirements (FAIS/RDR/TCF)
The Seed Plug ‘n Play Solution helps Advisors take on - and overcome - these challenges, while consistently adding value for
their clients.
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The Seed Financial Needs Analysis (FNA) Tool is a comprehensive, flexible financial planning tool that slots in nicely as part
of the initial advice process. This Tool enables Advisors to do an annual cashflow and asset value projection, starting from
the accumulation phase and leading up to retirement all the way through to the drawdown phase. In addition, the FNA Tool
allows for the different tax treatment of Compulsory Investment Products (Pension Funds, Provident Funds, Retirement
Annuities, Living Annuities, etc) and Discretionary Investments. All amounts are presented in real terms (i.e. adjusted for
inflation) to make it much easier for the end client to interpret the results.
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The Seed FNA Tool includes a separate client database that resides on the Advisor’s own PC, and is their responsibility to
safeguard. Each quarterly updated version of the Seed FNA tool will access this same client database, which means previous
work for existing clients can be reviewed and updated easily.

FNA Inputs
The Seed FNA Tool has the following simple inputs:
• Asset base - The client’s current assets of both a Compulsory and Discretionary nature are listed, and the split between the
two is instrumental in determining an optimal drawdown strategy in order to reduce total tax.
• Contributions - This section records the annual contributions for each of the assets currently listed. The FNA Tool also
makes allowance for planned once-off contributions, such as the proceeds from the sale of an illiquid asset that will come
into the retirement asset pool at some stage in the future.
• Income Requirements - The income requirement, net of tax during retirement, has a massive bearing on the overall
outcome. Brokers can assist here by helping the client set their sights low initially as part of a base case scenario. Once
again, the FNA Tool allows for ad hoc lump sum cashflow needs, such as university fees, children’s weddings, or that welldeserved vacation just after retirement.
• Investment Strategy - Together with the level of contributions and income, the client investment strategy determines the
overall retirement outcome to a large degree. The Advisor can set a bespoke investment strategy, in partnership with the
client, by looking at their risk profile and specific goals. In general, brokers should encourage younger clients to embrace
growth assets while they still have the benefit of a long investment horizon. Risk-averse clients may fall well short of their
retirement goals if they select a strategy that is too conservative.
Alternatively, the broker can select Seed’s default investment strategy, which sets aside the required income for the next
three years into a Conservative bucket (CPI + 1% to 2%), the income for years 4 and 5 into a Moderate bucket (CPI + 3% to
4%) and then allocates the remainder into a Balanced bucket (CPI + 5% to 6%) that is designed to deliver high real growth. As
a result, the client always has a pool of Conservative and Moderate assets that can be drawn down for retirement income,
while the Balanced portion is allowed to grow uninterrupted.
• Fund Selection - The FNA Tool is linked to the latest Seed Short List, which was recently discussed in detail by Tawanda
Mushore in “A Deeper Understanding of the Short List” (click to read article). This means that, at the implementation stage,
the Advisor is able to populate each of the Conservative, Moderate and Balanced strategies with a combination of approved
funds from the Short List.
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FNA Outputs
Given all the required inputs, the Seed FNA Tool produces the below outputs:
• Cashflow Analysis - The Seed FNA Tool estimates the regular and once-off contributions and drawdowns from a client’s
current age, all the way up to age 95. The chart below illustrates that this example client plans to make once-off contributions
at ages 53 and 59, a once-off redemption at age 60 and then needs an annual retirement income that increases from ages
70 to 80 while remaining constant in real terms.
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• Asset and Liability Projection - The chart below illustrates the progression of our example client’s assets and liabilities over
time. The liabilities are calculated as the present value of the future income stream required from the pool of retirement
assets. It is clear from the chart that, although assets are less than liabilities at first, the annual contributions and portfolio
growth results in a very favourable position at the retirement age of 65. Ultimately, the client’s capital is expected to last until
age 93, which is a very reasonable outcome.
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• Investment Strategy Document (ISD) - The ISD puts a comprehensive financial plan in the hands of your client. It details
the client inputs used and provides all the output charts and analyses on cashflows, assets and liabilities.
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Start Your Journey Today!
The Seed FNA Tool is an easy-to-understand Retirement Planning and Discretionary Investment Tool built to help guide the
Advisor, as well as their client, through their investment planning process. It is a valuable resource in the hands of an
Investment Advisor, and the output document is an important retirement roadmap for clients.
Should you wish to arrange a demo session of the Seed Plug ‘n Play Solution, please email Adriaan Giessing, Head of
Distribution, on adriaan@seedinvestments.co.za. Alternatively, you can give him a call on 082 320 5827.

Kind regards,

Cor van Deventer CFA, FASSA
Portfolio Manager
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DISCLAIMER
Seed Investment Consultants is an Authorised Financial Services Provider in terms of the Financial Advisory and Intermediary Services Act (Act No. 37 of
2002). The laws of the Republic of South Africa shall govern any claim relating to or arising from the contents of this document. This document may not be
amended, reproduced, distributed or published without the prior consent of Seed Investment Consultants.
No guarantee is provided as to the values of any financial product mentioned in this document. All illustrations, forecasts, information and opinions provided
within this document are of a general nature and are not intended to address the circumstances of any particular individual or entity. This document does
not constitute a solicitation, invitation or investment recommendation. While we endeavour to provide accurate and timely information, all illustrations,
forecasts or hypothetical data are not guaranteed and are provided for illustrative purposes only. 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
their particular situation. 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 value of financial products can increase as well as decrease over time depending on the value of the underlying securities and market conditions.
Changes in exchange rates may have an adverse effect on the value price or income of any product.
Past performance is not necessarily a guide to future performance. Performance has been calculated using net NAV to NAV numbers with income
reinvested. The performance for each period shown reflects the return for investors who have been fully invested for that period. Individual investor
performance may differ as a result of initial fees, the actual investment date, the date of reinvestments and dividend withholding tax. Full performance
calculations are available from the manager upon request.
Prescient Management Company (RF) (Pty) Ltd 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. There is no guarantee in respect of capital
or returns in a portfolio. CIS’s are traded at the ruling price and can engage in scrip lending and borrowing. The CIS may borrow up to 10% of the market
value of the portfolio to bridge insufficient liquidity. 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 CIS in securities are mentioned
please refer to the relevant Minimum Disclosure Document in order to obtain all the necessary information in regard to that unit trust. In rare instances
redemption transactions may be subject to a redemption fee. The applicable Prospectus and Key Investor Information Document will be made available
upon request.
Please note that there are stipulated cut-off times for all documents, notifications of deposit, investment, redemption and switch applications. These cutoff times are product or fund specific and the applicable guidelines have been stipulated on the relevant supporting or transaction documents, application
forms and Minimum Disclosure Documents. Where all required and supporting documentation is not received before the stated cut off time no service
provider shall not be obliged to transact at the net asset value price as agreed to. Prices are published daily and are available on the Prescient website at
www.prescient.co.za.
Investors should at all times remain aware of the risks involved in the buying or selling of any financial product. Where foreign securities are included in a
portfolio there may be potential constraints on liquidity and the repatriation of funds, macroeconomic risks, political risks, foreign exchange risks, tax risks,
settlement risks, and potential limitations on the availability of market information. The investor hereby acknowledges the inherent risk associated with any
selected investments and that there are no guarantees (Paragraph 6(2)(f) of BN92). The Manager retains full legal responsibility for any third-party named
portfolio (Paragraph 6(1)(g) of BN92).
For any additional information please visit our website on www.seedinvestments.co.za.
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