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Call to join quest for financial freedom and security

Asset owners need to 
exercise their broader 
responsibilities

Retirement industry 
stakeholders can 
improve both the 
country’s retirement 
and socioeconomic 
conditions

Alf James 

T
he 2018 Institute of Retire-
ment Funds Africa (IRFA) 
Annual Conference, which 
is the biggest pensions’ con-
ference on the continent, is 

the culmination of a three-year pro-
ject, according to Wayne Hiller van 
Rensburg, IRFA president and chair-
person.

He says the three-year undertak-
ing started with the 2016 conference 
theme of “Navigating the Future 
Through Changing Times”, which was 

about examining policies and scan-
ning the world’s retirement landscape 
to see what it is that we could do to 
improve pensions outcomes in South 
Africa.

“The 2017 conference theme of 
‘Social Development, Partnering for 
Change’ was an important progres-
sion, because it emphasised the value 
of all the stakeholders partnering to 
achieve better outcomes, which led 
to 2018 and what we need to do to 
achieve the theme of ‘Reaching out 
for Financial Security and Freedom’,” 
explains Hiller van Rensburg.

He contends that one of the most 
important attributes of the IRFA con-
ference is that it assists in making all 
the retirement industry stakehold-
ers aware of the issues in the pension 
environment, and informs them of 
some of the strategies and actions 
they can implement to transform and 
improve both the country’s retirement 
and socioeconomic conditions.

Alf James 

South Africa has one of the largest 
funded pension industries in the 
world in terms of assets, according to 
Wayne Hiller van Rensburg, president 
and chairperson of the Institute of 
Retirement Funds Africa (IRFA).

He says by asset size, South Africa 
has the 11th largest pension industry 
in the world, with assets of 110% of 
GDP – unusually large for an emerg-
ing market.

However, the country is challenged 
by the fact that most people who 
belong to a pension fund are either 
employed or self-employed, with a 
large percentage of the population 
having no retirement savings and 
being dependent on the state.

‘Despite the fact that South Africa 
has a large pensions’ asset base, a 

Hiller van Rensburg says the IRFA 
is working towards a Pan-African foot-
print and co-operation.

“We already have a strong southern 
African footprint that includes del-
egates from most Southern African 
Development Community (SADC) 
countries attending our conference. 
However, the development of a pan-
African pension solution would make 
more sense than a regional solution.

“This year we have a master-class 
session at the conference that will 
look at pension fund investments 
and opportunities within Africa, enti-
tled ‘Retirement Fund Investments – 
Working for Africa.’” 

Geraldine Fowler, IRFA vice presi-
dent, confi rms the importance of the 
development of a pan-African retire-
ment fund sector perspective. 

She says the IRFA 2018 conference 
will embrace the policies of inclusive-
ness and co-operation in reaching out 
to the people of Africa as partners in 

“Reaching out for Financial Security 
and Freedom”.

“By extending the institute’s 2016 
and 2017 conference themes to this 
year’s theme we are focussing on the 
need for upliftment and empower-
ment through the creation of fi nancial 
security for all who live on the African 
continent, with some key goals being 
fi nancial inclusion, fi nancial literacy 
and retirement readiness.

“This year’s conference comes at a 
time when there is a greater sense of 
urgency in both the retirement and 
broader fi nancial services sectors, rec-
ognising the dire need for us to change 
the mind-set of people to one of saving 
for their retirement more extensively, 
and at a greater pace.

“There is an industry-wide apprecia-
tion for the need to encourage fi nan-
cial literacy, which will promote the 
importance of saving for retirement to 
achieve fi nancial freedom, rather than 
being a prisoner to dependency on the 

family or the state.”
Fowler says that through recognis-

ing the members of retirement funds 
as a crucial part of the collaborative 
process, the IRFA will undertake a 
survey, run by a PhD student, which 
will deal with whether the industry 
really listens to its members. 

“For example, we need to ask our-
selves what a retirement fund would 
look like if it was designed by the 
fund’s members. The IRFA recognises 
that member feedback and input is 
crucial to the retirement fund system.”

Fowler says the IRFA is committed 
to collaboration as an eff ective means 
to contribute purposely and signifi-
cantly to achieving the fi nancial uplift-
ment and empowerment of the people 
of Africa. “We invite all interested par-
ties to join us on this quest,” she adds.

Visit www.irf-conference.co.za for 
more information about the IRFA 
2018 Annual Conference.
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pertinent question is: where are the 
assets being invested?” asks Hiller van 
Rensburg.

“While a large chunk is being 
invested in the JSE, it begs the ques-
tion that if there is such a large owner-
ship of the JSE by institutions, how is 
that ownership being exercised?

“I don’t think that many insti-
tutional asset owners understand 
what impact they can have on eco-
nomic development if they choose to 
exercise their ability to engage with 
management as shareholders who 
are intent on making their capital 
active and productive with regards 
to job creation, transformation and 
sustainability. 

“Too often asset ownership does not 
talk to how the investment will impact 
on the lives of someone who lives 
in a rural village. Instead the focus 

remains on building the business and 
not addressing broader societal needs.

“One of the big challenges South 
Africa faces is the need for infrastruc-
ture development investment. 

“I believe there is a need for innova-
tion, and for the pensions fund indus-
try to co-operate more closely with 
regulators and policy-makers in terms 
of using their ownership to improve 
socioeconomic conditions of both 
members and broader society.

“The South African pensions 
industry has a significant influence 
on the economy of the country and 
could have a greater infl uence on its 
socioeconomic development, which 
isn’t being properly exercised at the 
moment,” says Hiller van Rensburg.

However he points out that pension 
fund trustees’ fi rst responsibility is to 
the direct beneficiaries of the fund, 
and they run the risk of breaching 
their fi duciary duty by taking on more 
investment risk than what is accepted 
by the industry’s status quo.

“We understand why these safety 
measures are in place. That is why we 
say that there really is a need to look at 
how pension funds can invest in a way 
that benefi ts both the members and 
society as a whole, without breaching 
their fi duciary responsibilities.

“There is recognition for the need to 
transform by: becoming more inclu-
sive; better aligned to the needs and 
values of the purchasers of the retire-
ment fund industry’s services; and 
improving retirement outcomes.”

Hiller van Rensburg says it is exactly 
these questions that the IRFA confer-
ence will begin to address.

“The conference theme of ‘Reaching 
out for Financial Security and 

Freedom’ encourages delegates to 
explore ways that funds can act in the 
interests of both their members and 
society as a whole.

“Our keynote speaker is talking on 
exactly that topic – what does fi nan-
cial freedom mean, and how can it be 
achieved in a broad sense.

“We also have a panel that includes 
the regulator, which will look at the 
issue in more focus by discussing 
‘Policy as a Tool for Upliftment’.

“A second panel will examine 
‘Transforming and Empowering — A 
Practical Approach to Upliftment’, 
which will examine how marginalised 
groups can be included into the pen-
sion system as fund members right 
through to fiduciaries and service 
providers, and how all of these aspects 
contribute to a better pensions out-
come for South Africans.

“Education is another necessary 
tool for societal transformation, 
which is the reason the IRFA confer-
ence includes an ‘Education – The 
most powerful weapon to change the 
world’ session that will look at the 
need for fi nancial education as a tool 
to address the savings and inequality 
shortcomings in the current South 
African landscape.
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Collaboration necessary to resolve 
SA’s savings and 

Promoting a culture 
of saving can help turn 
the economy around – 
particularly for African 
women

Alf James

T
he Institute of Retire-
m e n t  F u n d s  A f r i c a 
(IRFA) has made a point 
of working with other 
s takeholders  for  the 

benefit of members of retirement 
funds and the industry as a whole, 
according to Geraldine Fowler, 
IRFA vice president. 

One of the main areas of collabo-
ration is trying to overcome the 
problem of 90% of people retir-

ing in near poverty, a 
problem not unique 
to South Africa that 
stretches across Africa 
and the world.

Fowler  points  out 
that research suggests 
as little as 6% of South 
Africans are able to 
retire comfortably. 

Furthermore, a lack 
of savings and adequate 
retirement provision by 
working South Africans 
wi l l  cont inue the 
burden the state’s 
budget, due to citi-
zens ’  dependence 
on the state to fund 
their old age, which 
is a drain on the 
country’s economic 
development.

In contrast, a cul-

Alf James

There are a number of factors 
that need to be taken into account 
when selecting an umbrella fund, 
from governance to preservation 
options; but few of these are more 
complex than costs. Comparing 
costs of umbrella funds, however, 
is set to become significantly eas-
ier from March 1 2019, when the 
new Association for Savings and 
Investment South Africa (Asisa) 
Retirement Savings Cost (RSC) 
Disclosure Standard comes into 
effect.

Michelle Acton, principal con-
sultant at Old Mutual Corporate 
Consultants, says that this new 
disclosure standard will lead to 
a greater level of transparency 
across the industry, making it 
far easier for employers to select 
the most cost-effective umbrella 
retirement fund solution for their 
employees. 

“As part of the engagement with 
the regulator, national treasury 
and stakeholders for greater con-
solidation within the retirement 
fund industry, there is a growing 
need to find easier ways to ‘com-
pare’ umbrella funds. Comparing 
costs of umbrella funds has always 
been particularly challenging, 
because the fees and charges of a 
particular scheme will be depend-
ent on the number of members, 
salary profiles and value of assets 
to be transferred.

“By ensuring standardisation 
across the presentation of these 
costs, employers will be able to 
compare like-with-like when con-
sidering quotations from differ-
ent Asisa members. This will also 
make it easier for the Board of 
Trustees of umbrella funds to con-
sider costs as part of their fiduci-
ary duties,” says Acton. 

She explains how this standardi-
sation of cost disclosure will be 
achieved. “All employers and trus-
tees will be provided with a tem-
plate that indicates all costs that 
will be incurred at a scheme level. 

ture of saving 
has been a 
s igni f icant 
contributor 
to economic 

s u c c e s s  i n 
countries such 
as India and 
China, whose 

gross savings rates are 39% and 
nearly 50% of GDP respectively, 
enabling further investment in 
businesses and infrastructure. 

Fowler points out that India’s 
successful national culture of sav-
ings has been one of the corner-
stones of the country’s economy 
and has helped boost economic 
development. Global investment 
bank Goldman Sachs predicts 
India will soon not require foreign 
investment to fund its infrastruc-
ture development.

In comparison, South Africa’s 
household savings rate is only 16% 
of GDP and foreign investment is 
crucial for successful economic 
development.

Fowler says in order to start 
addressing this problem that 
affects the sustainability of the 
economy, IRFA believes it is 
important to collaborate with like-
minded industry organisations 
for effective lobbying of govern-
ment and engaging with the entire 
industry, and reverting back to 
fundamentals such as education 
and the dissemination of informa-
tion that can be applied practically 
to improve personal savings, sus-
tainable investment returns and a 
secure retirement.

“All retirement industry stake-
holders need to co-operate and 
collaborate to strengthen both 
the savings culture in the country 

and knowledge in the industry to 
ensure that South Africans are 
able to retire enjoying the same 
living conditions they experienced 
during their working lives.

“For this reason IRFA has 
embarked on a more aggressive 
collaboration process.” Fowler 
says some of IRFA’s key collabo-
rative partners are: the regula-
tor, which includes the Financial 
Sector Conduct Authority (FSCA), 
previously known as the Financial 
Services Board (FSB) and South 
African Revenue Services; Batseta 
— Council of Retirement Funds for 
South Africa; the Pension Lawyers 
Association of South Africa (PLA); 
trustees; and members of retire-
ment funds.

In recent times IRFA has added 
to these collaborative partners by 
co-operating with the Chartered 
Financial Analysts Society South 
Africa (CFA), the Association for 
Black Securities and Investment 
Professionals (Absip) and auditing 
fi rms, through its newly founded 
auditing committee. 

One of the areas in which collab-
oration has been successful is the 
generation of research material 
and extension of knowledge from 
the IRFA’s bank of intellectual 
capital through the publication of 
fi ndings, which are distributed to 
retirement fund members and the 
general public.
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Moving towards 
transparency

As there are a number of differ-
ent types of costs involved in any 
umbrella fund, the template will 
reflect four separate components, 
into which these various charges 
are allocated over various invest-
ment periods. 

“The four components are 
investment management charges; 
advice charges; administration 
charges; and other charges includ-
ing regulatory, compliance and 
governance costs. Asisa members 
will have projected these costs 
over 10 years, based on a standard-
ised set of assumptions, in order 
to derive the RSC for the umbrella 
fund as a whole. 

“The value for each of the four 
components, as well as the total 
RSC, will then be displayed as a 
percentage in a table at four man-
datory disclosure periods — one 
year, three years, five years and 10 
years — and any costs not able to 
be included must be disclosed in 
free text notes,” she explains. 

When turning theory into prac-
tice, there are always other facts 
to consider. Acton points out that 
there are often a number of costs 
that are currently not necessary 
for the umbrella fund provider 
to include, such as consulting or 
advisor costs. “As such, the new 
templates will need to be devel-
oped to ensure all information is 
made available, and all investment 
providers will need to provide 
their TER (total expense ratio) for 
inclusion.”

Overall, Acton says that the new 
Asisa disclosure standard signifies 
a great step forward for the retire-
ment fund industry. 

“No two umbrella funds are 
the same, and while there will 
always be some element of cross-
subsidisation, this new disclosure 
standard will definitely make it 
less complicated for an employer 
or board of trustees to select the 
umbrella fund that best meets the 
needs of their membership and the 
service for which they are paying 
for.”

Geraldine Fowler 
Photo: Supplied
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The future must change for women

Preparing for a 
better tomorrow

Using technology to 
improve fund’s operations

Women are paid less 
than men, so their 
pensions are smaller

Alf James

A
ll stakeholders agree 
that the glaring gender 
inequalities that persist 
in South Africa require 
urgent attention. How-

ever, there is less agreement on how 
to resolve these inequalities, that have 
serious ramifications for the country’s 
socioeconomic development.

“Despite pressure from govern-
ments, popular movements such 
as #MeToo and even investors, we 
have not seen meaningful change 
for women in the workplace,” says 
Kirshni Totaram, global head of insti-
tutional business at Coronation Fund 

Managers. 
“Women are still scarce in senior 

management positions and the aver-
age take-home salaries and bonuses 
of women employees still fall below 
those of their male counterparts. 

“While these trends are of serious 
concern and remain a big obstacle 
to having an economy that is more 
inclusive, some of their consequential 
effects are long-term societal prob-
lems, which are often hidden. 

“One of the issues I refer to here is 
the pensions gap — the pay gap that 
women experience has long-term 
implications, particularly for their 
retirement. Because they receive 
lower salaries and may contribute 
smaller proportions to their pension 
pots, their pension pay-outs are far 
less than those of men, a fact which is 
especially worrying, as women gener-
ally live longer. 

“Gaps in a woman’s career, which 

Alf James

Retirement funds have had to navi-
gate a particularly challenging 
three years, as macroeconomic and 
political factors have driven mar-
kets more than stock specifics have, 
according to Natalie Phillips, SA 
head of Institutional, Investec Asset 
Management. 

“Against this backdrop of dis-
appointing returns, we expect an 
increased focus on outcomes rather 
than peer relative performance. We 

Alf James

As a multi-award-winning retire-
ment fund, the Natal Joint Municipal 
Pension/KwaZulu-Natal Joint 
Municipal Provident Funds (NJMPF) 
is constantly looking for ways to 
improve the lives of its members, 
pensioners and stakeholders through 
enhancing efficiencies and ensuring 
sustainable investment returns at an 
acceptable level of risk, according to 
Sam Camilleri, chief executive and 
principal officer.

“Our objective is to improve benefits 
and retirement outcomes for mem-
bers by offering a retirement funding 
service that not only provides sus-
tainable fund incomes and pension 
increases, but develops the financial 
acumen of members.”

Camilleri says over the past dec-
ade, the shift from defined benefit 
funds to defined contribution funds 
has placed an emphasis on good 
investment returns and the mem-
ber taking more responsibility for 
risk, which has increased the need 
for better financial literacy educa-
tion, improved operational systems, 
reduced costs, improved communica-
tion, superior investment strategies 

they take to have children, as well as 
a larger percentage of their income 
spent on the household and broader 

family, also take a toll on final pen-
sion amounts. There have been calls 
to address this material issue in many 
countries, but as yet we [South Africa] 
have not seen any corrective action,” 
says Totaram.

The results of the UK government’s 
gender pay gap reporting procedure, 
which requires all employers in the 
UK with over 250 staff to report on 
the pay difference between men and 
women, shed more light on the on-
going problem. 

More than 75% of UK companies 
pay male staff more than their female 
counterparts, and nine out of 10 
women work for companies that pay 
them less. Only 11% of men work for 
a company where women earn more 
than they do. In addition, a common 
feature of the disclosure is the absence 
of women at senior management 
level, with women representing only 
16% of executive committees in the 

Kirshni Totaram. Photo: Supplied
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believe that active management 
can play an important role in this 
regard, given how concentrated 
South Africa’s direct, listed bond 
and equity markets are.” 

Phillips says with most South 
African retirement funds now 
defined contribution (DC) schemes, 
the onus is squarely on the 
employee to navigate the invest-
ment fortunes and health of the 
fund. One of the biggest risks in a 
DC scheme is that the member’s 
returns are below average over 

the period until retirement, which 
would directly translate into a lower 
retirement income. Ultimately, 
members have to outperform 
inflation. 

“In preparing for a better tomor-
row, employee-elected trustees have 
to carry the fiduciary responsibil-
ity of ensuring they are sufficiently 
trained and knowledgeable on local 
and offshore investment markets. 

“This responsibility is huge as it 
requires technical and specialist 
skill, particularly as the investment 
industry has become increasingly 

more sophisticated and complex. 
We need only to reflect on the past 
decade and the growth of credit 
markets, the growth in the listed 
property market in South Africa 
and the development of the alterna-
tives space, such as private equity 
and hedge funds. 

“Industry bodies such as the 
Institute of Retirement Funds 
Africa, along with the asset manage-
ment and life insurance industries 
as well as financial advisers, have an 
important role to play in engaging 
with members to help educate them 

so that they understand what they 
are buying and the implications of 
the level of risk they are assuming.”

Phillips believes that as the indus-
try evolves there is likely to be a 
more holistic approach in meet-
ing member needs pre- and post-
retirement. Trustees will have a far 
greater role and responsibility in 
helping aid members in tracking 
their savings up to retirement. For 
example, funds can use a liability 
index to illustrate how their returns 
are measuring up against a stated 
replacement ratio target. 

top 350 companies in the UK, while 
some of them have none at all. 

“While we acknowledge the current 
pay gap and inequality issues, the wor-
rying part is the lack of a pipeline of 
women being skilled and trained to 
assume these roles in years to come, 
and that organisations have not been 
vocal about their plans to address 
this,” says Totaram. 

“This is despite the fact that women 
have outpaced men academically for 
more than 30 years. But not only com-
panies remain under-represented; the 
same can be said for political leaders, 
government officials and even pen-
sion fund boards of trustees, where 
the number of women represented 
remains low,” she adds.

Totaram contends that efforts to 
achieve equality in the workplace are 
of benefit to everyone, as diversity 
leads to stronger business results and 
stronger businesses. 

and practices, more efficient adminis-
tration, increased social responsibility 
including trustee development, and 
improved employment of technology 
and IT solutions.

“At NJMPF we believe that respon-
sible investment is essential to our 
goal of pursuing long-term sustain-
able returns for our members, while 
aligning with the broader interests of 
society. 

“Making responsible investment 
decisions requires thorough analysis 
of potential investments considering 
environmental, social and governance 
factors to improve evaluation of the 
investment and mitigate these risks.

“We support the Code for 
Responsible Investment in South 
Africa and the United Nations-
supported Principles for Responsible 
Investment. We recognise that apply-
ing these principles may better align 
our investments with the broader 
socioeconomic development objec-
tives of the country. 

‘It is paramount that our investment 
managers monitor the business opera-
tions of the companies we invest in 
both domestically and internationally, 
including the impact on the environ-
ment of their business operations, 
exposure to risk, and credit rating.

“We rely on our investment manag-
ers to provide a high level of expertise 
and hands-on asset monitoring and 
management.

“Furthermore, we regard good gov-
ernance as an organisational impera-
tive within NJMPF and integral to our 
day-to-day operational decision-mak-
ing processes,” says Camilleri.
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