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THE CHAIR’S REPORT
The Board of Trustees of the Legal Provident Fund (“the Fund”) is pleased to present this report to you, our valuable 
members of the Fund.  The aim of this report is to give you an overview of the management, activities and financial results 
of the Fund as at 31 March 2020, as well as general retirement fund information.

We are pleased to report that the Section 26 (2) Board was relieved of its duties on 31 March 2020 and from 
1 April 2020, the Board of Trustees is fully constituted in terms of its registered Rules. We have provided the details of the 
Board of Trustees in the first section of this report.

We confirm that the insured benefit rates and benefits remain unchanged. The management of expenses continues to 
be a priority for the Trustees.

Over the period to 31 March 2020 an unprecedented global health emergency saw markets falling to levels last 
experienced some 10 years ago. It is difficult for all of us to keep a cool head during these tough times. It is important to 
remember that the Fund has set a long-term investment strategy and this means your investments have an opportunity 
to recover from these extreme events. We have therefore provided investment information as at 31 March 2020 and  
30 June 2020 this year to show you why setting a long-term investment strategy is so important. Even though markets 
declined over the period to 31 March 2020, this decline has mostly been made up as at the end of June 2020. Whilst 
markets remain extremely volatile, the longer-term returns demonstrate that this volatility smooths out over time.

COVID-19 has not only impacted investment markets, our everyday lives have been dramatically impacted. Even though 
times are tough, it’s essential to start saving and investing as early as possible for your retirement. Make saving a habit by 
contributing as much as your budget allows and for as long as possible. Over a 40-year period, your retirement savings will 
be in much better shape than they would’ve been had you only started saving later in life and at a low rate.

Many of us, sadly, wait too long to start saving enough for retirement or we waste our savings by cashing in our benefits 
when we change jobs. If you find yourself in this situation, get advice from an accredited financial adviser, who can help 
you with your investment and savings decisions going forward.

Remember, once you’ve retired it’ll be very difficult to fix the situation if you haven’t saved enough – so plan ahead and 
get expert advice.

Finally, we are sending out our Member Survey towards the end of the year. This survey gives you, our members, an 
opportunity to give your views. The survey will be conducted online so it is vital that you advise us of your email address. 
Members who participate in the survey will automatically be entered into a lucky draw with some fantastic vouchers up 
for grabs. To qualify for a chance to win one of these vouchers, please make sure that you send your email address to the 
Fund using this email address zzlpf@aforbes.com before 31 October 2020.

As Chair, I would like to thank the Board of Trustees, the Principal Officer and our service providers for their contribution to 
the successful management and functioning of the Fund throughout the year.

Keep well and stay safe,

Hannine Drake
The Chair of the Legal Provident Fund
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YOUR TRUSTEES
In terms of the registered rules, the Fund is managed by a Board of Trustees (“Trustees”) made up of:
• Four Independent Trustees, professionals who are not employed by any service provider or any of the employers that 

participate in the Fund, and
• Four Sponsor Trustees appointed by the Law Society of South Africa (LSSA) and the General Council of the Bar (GCB). 

The Trustees who took office on 1 April 2020 are:

Sponsor Appointed Trustees
Mr David Bekker LSSA
Ms Zanele Nkosi LSSA
Ms Asha Sewpersad LSSA
Ms Eunice Masipa LSSA Alternate
Mr Jacques Malan GCB
Mr Elias Phiyega GCB Alternate

Independent Trustees
Mr Iqbal Ganie
Ms Hannine Drake
Ms Jolly Mokorosi
Ms Janine Player

Chair and appointed Officers
Chair Ms Hannine Drake
Principal Officer Ms Jeanine Astrup
Fund’s authorised person (legal duty to monitor & ensure 
compliance with Section 13A of the Pension Funds Act)

Ms Jeanine Astrup

Fund’s information officer (in compliance with the 
Protection of Personal Information Act)

Ms Jeanine Astrup

The Fund is very fortunate to have retained most of the Trustees that held office prior to 1 April 2020. This ensures continuity 
of management, but also allows the Trustees to focus on important projects identified. The Fund will report on these projects 
once they are concluded. Each Trustee has an area of expertise that adds diversity and depth to the whole Board. The 
Trustees meet formally at least three times a year to review the legal, benefit, financial, investment and governance 
framework of the Fund. The duties of the Trustees are summarised below:

What are the duties of a trustee?

MANAGE the Fund according to the rules of 
the Fund as well as pension fund and tax laws

act with CARE, diligence and in good faith

act with FAIRNESS towards all members  
and beneficiaries

make sure members get appropriate and 
adequate COMMUNICATION

get expert ADVICE where they lack expertise

take all reasonable steps to make sure 
members’ interests are always PROTECTED

AVOID CONFLICTS OF INTEREST

make sure proper management CONTROL 
SYSTEMS are in place

take reasonable steps to make sure 
CONTRIBUTIONS are paid on time

make sure the operation and administration  
of the Fund COMPLIES with all relevant laws

2
4
6
8

10

1
3
5
7
9



SERVICE PROVIDERS
The Board of Trustees (Trustees) appoints various service providers to assist in managing the Fund. The services and 
service providers are summarised below:

CONSULTANTS 
Alexander Forbes 

appointed to provide 
general consulting 

services to the Fund.
EXTERNAL AUDITOR - BDO

Audit the financial  
statements of  

the Fund annually.

INVESTMENT MANAGER  
Alexander Forbes 

Investments, a multi-
manager appointed 
for their expertise in 

constructing portfolios and 
appointing asset managers 

to invest the assets in line 
with agreed mandates of 

the portfolios.

INSURER – SANLAM 
Provide the following insured  
risk benefits:
• Disability Income benefit
• Lump sum disability benefit 
• Death benefit

ADMINISTRATOR –  
Alexander Forbes

Responsible for maintaining 
member records, payment of 
claims, managing the bank 

account, paying expenses and 
recording and maintaining 

information required for statutory 
reporting and reporting to  

the Trustees.
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INTERESTING FUND FACTS

31 March 2019
R 1079 800 502

31 March 2020
R 973 240 144

30 June 2020
R1 079 572 371

The Fund is an umbrella fund that has a total of 355 participating employers all who practice law. The table below shows 
how many members have joined and left the Fund over the 12 months to 31 March 2020: 

Active members at 1 April 2019 4 277

New members 520

Less:

Members who withdrew 407

Members who were retrenched 67

Adjustments 6

Members who retired 84

Members who died 16

Members who transferred to other funds nil

Active members at 31 March 2020 4 217

The Fund’s total assets under management at 31 March 2019 and 2020 and 30 June 2020 amounted to:
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FUND STRUCTURE
A summary of the Fund’s contribution structure is shown below: 

Remember if you cannot contribute at a higher contribution rate, you can make additional voluntary contributions to the 
Fund. You can choose to make a monthly additional voluntary contribution either as a fixed percentage, for example 2%, 
or a Rand value, for example R200 per month, or, you can contribute a lump sum each year, say R5000.  If you choose to 
contribute a lump sum, you will need to provide FICA requirements before the Fund will accept your additional voluntary 
contribution. 

Your additional voluntary contribution must be made through your employer payroll. You will therefore need to make 
arrangements with your employer to pay over your additional voluntary contribution/s. The Fund does not accept 
payments from individual member bank accounts.

Additional voluntary contributions can fall within your tax deductible allowance and are invested in exactly the same 
way as your “normal” contributions. No additional charges apply if you wish to make additional voluntary contributions.

Source Category A Category B Category C & D

Employer 5% 5%, 7.5%, 9%, 10%, 
12.5%, 15% 5%, 10%

Member 5% N/A N/A

Total 10% Varies Varies

Source Category E Category F Category G

Employer 9% 12.5% 15%

Member N/A N/A N/A

Total 9% 12.5% 15%

CONFIRMATION OF INSURED RISK BENEFIT RATES AND BENEFITS TO 
APPLY FOR 2020
Certain participating employers have elected to provide their employees with insurance benefits. The table below 
summarises these insurance benefits and the premiums payable, as determined by Sanlam the appointed insurer, with 
effect from 1 July 2019 and 1 July 2020. This confirms that the rates and benefits have not changed. The premiums indicated 
will apply until 30 June 2021:

Benefit Premium

Directors and owners nominated cover death benefit R0.631/R1 000 cover

Directors and owners nominated cover disability benefit R0.336/R1 000 cover

Kaplan and Blumberg death benefit 1.1% of fund salary

Death benefit a multiple of 3.3 times fund salary 1% of fund salary

Permanent and total disability benefit a multiple of 3.3 times fund salary 0.8% of fund salary

Death benefit a multiple of 6.75 times fund salary 2% of fund salary

Permanent and total disability benefit a multiple of 6.75 times fund salary 1.5% of fund salary

Monthly disability benefit 75% of monthly salary 0.372% of fund salary



IN-FUND SOLUTIONS
You have the option of choosing in-fund solutions when you leave or retire

You’re on a journey to financial well-being and your investment in the Legal Provident Fund aims to help you reach  
your retirement savings goal. Your investment in the fund will potentially reach the end of its journey in one of two ways:

1. Leaving the Fund on termination of service with your employer (resignation, retrenchment, dismissal), or 
2. Reaching retirement 

You can keep your money saved and invested in the Fund if you leave your employer or when you retire.  The savings you 
leave in the Fund can also be moved into the Fund annuity strategy to pay you a pension when you reach retirement 
age.  This option helps you protect your retirement savings for what they were meant for – a retirement income.

The Fund is required to provide members who exit the Fund and elect to preserve their benefit with a “paid-up” 
certificate within 60 days of leaving the Fund. To ensure that certificates reach members who exit please ensure that  
you provide the following forwarding contact details to the Fund:

• Cell phone number
• Email address
• Postal address

You can contact the My Money Matters Centre about these options to help you secure your financial future. There is no 
cost to you to obtain information (other than any standard call charges that may apply).

Telephone number: 0860 000831
Email: mymoneymatters@aforbes.com

SOLUTIONS TO HELP YOU REACH YOUR MILESTONES
RETIREMENT BENEFITS COUNSELLING

The Fund has appointed Alexander Forbes to deliver Retirement Benefits Counselling to members. This service is 
available to all members at no charge.

Retirement Benefit Counselling(“RBC”)  
includes explanations on: 

Investment portfolios

Annuity strategies

Rules about  
preserved benefits

Other Fund options

When does RBC happen? 

To new members

Ongoing assistance for 
members who contribute

Counselling on exit

Counselling on 
retirement

A dedicated team of counsellors is available at the My 
Money Matters Centre to provide one-on-one counselling 
to members to assist in understanding their options before 
they make a decision - at no charge to members. It 
enables contact with members in their language of 
choice, and in every corner of our country. You can 
contact the My Money Matters centre at: 
Telephone: 0860 000831 
Email: mymoneymatters@aforbes.com
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RULE AMENDMENTS
The following amendments were registered during the 12-month period up to 31 March 2020 and a quick summary  
is provided:

Rule amendment 24 
• To replace references to the Financial Services Board Registrar with the 

Financial Sector Conduct Authority;
• To clarify the provisions applicable where a participating employer leaves 

the Fund.

Rule amendment 25 
• To align the Rules with the practice of the Fund to remunerate the independent 

Principal Officer.

Rule amendment 26 
• To enable the Trustees to appoint a Deputy Principal Officer if necessary and 

to set out the provisions in terms of which the Principal Officer may delegate 
duties and functions to the Deputy Principal Officer if such person is appointed;

• To provide in the Rules for the delegation of certain functions to a sub-
committee of the Trustees; and

• To provide that a resolution approved by a majority of the Trustees and signed 
by the Chair, one other Trustee and the Principal Officer, shall have the same 
force and effect as a resolution passed at a Trustee meeting.

Rule amendment 27
• To provide for contributions to be temporarily reduced or suspended, as 

the case may be, where an Employer and Members are unable to pay 
contributions as required in terms of the current registered Rules, due to 
experiencing financial difficulty as a result of the impact of COVID-19.

FSCA
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FINANCIAL INFORMATION
A summary of the Fund’s financial position as at 31 March 2020 is provided below. This information is taken from the 
audited approved Annual Financial Statements. The Annual Financial statements received an unqualified audit opinion. 
These statements are submitted to the Financial Sector Conduct Authority for scrutiny. 

Total Fund assets R 1 016 011 503
Yearly contributions R 112 602 221
Benefits paid  R 159 918 049

Current Period

(R)

Previous Period

(R)
ASSETS
Non-current assets
Investments 973 240 144 1 079 800 502

973 240 144 1 079 800 502
Current assets
Accounts receivable 673 724 469 405
Contributions receivable 1 100 857 1 418 164
Cash at bank 40 996 778 26 065 301

42 771 359 27 952 870
Total assets 1 016 011 503 1 107 753 372

FUNDS AND LIABILITIES
Members’ individual accounts 977 913 012 1 085 394 471

977 913 012 1 085 394 471

Reserves
Reserves 916 912 735 679

916 912 735 679
Total funds and reserves 978 829 924 1 086 103 150

Non-current liabilities
Unclaimed benefits 890 796 925 249

890 796 925 249
Current liabilities
Benefits payable 34 683 879 19 133 197
Accounts payable 1 606 904 1 564 776

36 290 783 20 697 973
Total funds and liabilities 1 016 011 503 1 107 753 372

Statement of Net Assets and Funds as at 31 March 2020



Current Period

(R)

Previous Period

(R)
Contributions received and accrued 112 602 221 103 788 347
Net investment income (54 902 753) 77 670 185
Other income 160 023 0

57 859 491 181 458 532

Benefits 159 918 049 70 253 174
Administration expenses 5 254 928 5 133 699
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Abridged Statement of Contributions received, net investment income, other income, benefits and Fund administration 
expenses for the period ended 31 March 2020

THE FUND’S DEFAULT INVESTMENT STRATEGY
You and the Fund have the same main objective - to achieve a reasonable level of income for you at retirement.
You need to invest to grow the value of your assets (the sum of your accumulated contributions, any transfer in values, 
investment returns already earned less expenses), and in doing so increase the value of your retirement benefit. 

All the contributions paid into the Fund make up the Fund’s assets. To grow the Fund’s assets, the Trustees appointed 
an experienced professional investment manager to manage the chosen portfolios. The Fund’s assets can earn good 
investment returns but if the markets perform poorly, the investment returns earned will be poor. The important thing 
to remember is that saving for retirement is a long-term investment. It is advisable not to make investment decisions in 
reaction to short-term poor performance. Members who are considering making a change to their investment strategy 
are strongly encouraged to consult with their financial adviser.

The default investment strategy set by the trustees is a Lifestage portfolio, which is designed to automatically switch 
members out of the Performer Portfolio into the Real Return Focus and Banker portfolios over a ten-year period. 

The principles of a Lifestage strategy

The broad principles behind a Lifestage strategy are that there are three important stages during a member’s savings 
journey and at each stage a member needs to be invested in the right portfolio at the right time. When a member joins 
the Fund their savings will automatically be invested in the default portfolio that is designed to be cost-effective and 
appropriate, unless, they wish to set their own strategy and elect a portfolio for that strategy.

The pre-retirement stage – from 10 years prior  
to retirement

At this stage a member has less time to 
retirement and therefore should the markets 
drop the impact on the member may be more 
severe.  When members reach ten years from 
retirement they begin phasing down into a more 
conservative portfolio to protect the savings 
they have accumulated. The pre-retirement 
portfolio is a combination of the Real Return 
Focus Portfolio and the Banker Portfolio. In the 
10 years before age 65 years you are gradually 
phased into the pre-retirement stage until you 
are 100% invested in the year you turn age  
65 years.

The accumulation stage – up to 10 years prior to 
reaching the normal retirement age of 65

At this stage a member needs to be invested 
in growth assets such as equities. Even though 
equities are more volatile than other asset classes, 
they offer higher returns over the long term (the 
long term is generally more than 7 years) and 
at this stage of a member’s life they have time 
before retirement so even if the market drops in 
value they can remain invested and be part of 
the recovery when the markets do recover. The 
accumulation portfolio is the Performer Portfolio.



The post (after) retirement stage – which can last more than 30 years

At this stage a member is no longer working and may now be receiving a monthly pension that they will use 
to finance their living expenses. The type of pension a retiring member purchases will depend on the individual 
member and their own financial position.
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The Fund is in law required to provide specific information to members. We now look at:
• The asset allocation in the Performer, the Real Return Focus and the Banker Portfolios so that you have an 

understanding of how the assets are divided between the different types of asset classes. 
• The top ten shares held in each portfolio. 
• The performance achieved measured against the agreed benchmark for each portfolio.
• The fees that apply.

The Lifestage portfolio is illustrated below:
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Asset Allocation 

This is where you get to see how much is invested locally and offshore, how much is invested in equities, bonds, cash 
property and other investment types, and in which types of industries the local equity investments are made.
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Equity Excluding Property     37.3%

Real Return Focus

Banker

Equity Excluding Property     23.0% Equity Excluding Property      1.0%

Performer

LOCAL 67.9% GLOBAL 30.8% AFRICA 1.4%

LOCAL 76.8% GLOBAL 22.9% AFRICA 0.3%

LOCAL 100%
Bonds           30.5%
Cash         69.5%
0-3 Months       11.7%
3-6 Months       12.9%
1-12 Months       20.1%
1-3 Years      15.1%
> 3 Years        9.7%

Equity Excluding Property     25.9% Equity Excluding Property     8.3% Equity Excluding Property     0.0%
Consumer Services                  5.9%

Property             0.6% Alternatives        0.3%

Bonds             7.0%

Cash             7.0%

Balanced             0.0%

Basic Materials                  6.1%
Financials                   5.6%
Consumer Goods                  2.6%
Other securities                  2.0%
Industrials                   1.2%
Telecommunications                1.1%
Technology                 1.1%
Healthcare                 0.2%
Consumer Discretionary         0.0%
Property              2.5%
Bonds           24.5%
<12 Months           1.1%
1-3 Months           4.7%
3-7 Months           5.6%
7-12 Years          4.3%
12+ Years          8.6%

Alternatives       10.5%
Commodities       0.1%
Cash            13.3%

Commodities           0.0%

Property              0.7%

Bonds              1.1%

Cash              5.9%

Balanced              0.0%

Property              0.0%

Bonds              0.0%

Alternatives             0.4%

Consumer Services                  9.4%
Basic Materials                  8.3%
Financials                   8.0%
Consumer Goods                  5.1%
Other securities                  0.7%
Industrials                   1.7%
Telecommunications                1.2%
Technology                 1.5%
Healthcare                 1.3%
Consumer Discretionary         0.2%
Property              2.0%
Bonds            17.0%
<12 Months           1.6%
1-3 Months           0.6%
3-7 Months           1.4%
7-12 Years          6.3%
12+ Years          7.1%

Alternatives          5.2%

Cash               4.8%
Commodities          1.6%
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Top 10 shares held in each portfolio 

Naspers          5.6%
British American Tobacco PLC       2.7%
Standard Bank Group        1.7%
BHP Group PLC         1.6%
Firstrand Limited         1.6%
Prosus          1.5%
Anglo American         1.4%
Bidcorp LTD         1.1%
MTN Group         1.0%
Compagnie Financiere Richemont AG      1.0%
% of total portfolio        19.2%

Performer

Naspers          3.7%
British American Tobacco PLC       1.9%
Anglo American         1.8%
Standard Bank Group        1.3%
Prosus          1.0%
MTN Group         1.0%
Firstrand Limited         0.9%
ABSA Group         0.8%
Impala Platinum HLDS        0.7%
Multichoice Group        0.7%
% of total portfolio        13.8%

Real Return Focus

Standard Bank Group Ltd       22.7%
Firstrand Bank Limited        19.3%
Nedbank Group Ltd        17.8%
ABSA Group Limited        17.5%
Investec Bank Limited          6.3%
Land and Agricultural Bank of South Africa       1.9%
Mercedes-Benz South Africa (Pty) Ltd        1.9%
South African National Roads Agency Limited       1.6%
Nedgroup Collective Investments Limited        1.1%
South Africa (Republic of)         0.9%
% of total portfolio        90.9%

Banker Portfolio
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INVESTMENT PERFORMANCE – INVESTMENT CHOICE PORTFOLIOS
In addition to the default investment strategy, members have the option to choose their own investment portfolio, or a 
combination, from the following portfolios:

Performer Real Return 
Focus

Shari’ah  
High GrowthBanker Accelerator

You can obtain more information about each portfolio by looking at the monthly Fact Sheets produced by Alexander 
Forbes Investments. These Fact Sheets can be accessed at: https://www.alexanderforbesinvestments.co.za

Performance of the Member Investment Choice portfolios and portfolio fees

The portfolio returns provided below are shown before and after the deduction of the investment manager’s fees: 

March 2020

Name 3 Months 6 Months 1 Year 3 Years 5 Years 8 Years 10 Years Fund start 
date

Accelerator - Portfolio launch date 30 June 2016
Gross of Fees -14.48% -12.38% -10.14% 0.61%    1.52%

Net of Fees -14.63% -12.66% -10.70% -0.01%    0.89%

Benchmark -15.80% -14.09% -12.16% -0.63%    -0.25%

Banker - Portfolio launch date 23 August 2001
Gross of Fees 2.07% 4.17% 8.67% 8.76% 8.61% 7.86% 7.72% 8.80%

Net of Fees 2.00% 4.04% 8.40% 8.49% 8.34% 7.59% 7.42% 8.42%

Benchmark 1.55% 3.18% 6.61% 6.66% 6.58% 6.04% 5.95% 7.41%

Performer - Portfolio launch date 2 May 2012
Gross of Fees -10.48% -8.65% -6.86% 2.22% 4.09%   9.34%

Net of Fees -10.66% -8.97% -7.47% 1.52% 3.26%   8.39%

Benchmark -14.89% -12.49% -11.29% 0.12% 2.04%   7.57%

Real Return Focus - Portfolio launch date 8 August 2006

Gross of Fees -6.73% -5.59% -3.04% 4.15% 4.70% 7.89% 7.96% 8.77%

Net of Fees -6.89% -5.92% -3.71% 3.47% 3.99% 7.05% 7.09% 7.82%

Benchmark 2.45% 3.83% 8.73% 8.29% 9.36% 9.68% 9.74% 10.75%

Shari’ah High Growth - Portfolio launch date 3 July 2017
Gross of Fees -15.70% -13.59% -11.84%     -0.28%

Net of Fees -15.95% -14.08% -12.82%     -1.38%

Benchmark -16.72% -13.11% -13.89%     -1.06%
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June 2020

Name 3 Months 6 Months 1 Year 3 Years 5 Years 8 Years 10 Years Fund start 
date

Accelerator - Portfolio launch date 30 June 2016
Gross of Fees 15.19% -1.49% 1.89% 5.43%    5.07%

Net of Fees 14.89% -1.91% 1.14% 4.74%    4.40%

Benchmark 15.13% -3.06% -0.99% 3.84%    3.34%

Banker - Portfolio launch date 23 August 2001
Gross of Fees 1.69% 3.79% 8.23% 8.59% 8.59% 7.87% 7.69% 8.78%

Net of Fees 1.62% 3.66% 7.96% 8.32% 8.32% 7.60% 7.40% 8.40%

Benchmark 1.12% 2.69% 6.06% 6.45% 6.53% 6.02% 5.90% 7.37%

Performer - Portfolio launch date 2 May 2012
Gross of Fees 13.18% 1.31% 4.28% 6.33% 6.59% 10.97%  10.71%

Net of Fees 13.00% 0.96% 3.59% 5.62% 5.78% 10.01%   9.75%

Benchmark 14.10% -1.74% 1.60% 4.79% 5.06% 9.48%   9.24%

Real Return Focus - Portfolio launch date 8 August 2006

Gross of Fees 8.16% 0.88% 3.14% 6.54% 6.34% 8.75% 8.80% 9.22%

Net of Fees 7.97% 0.53% 2.43% 5.84% 5.62% 7.90% 7.93% 8.28%

Benchmark 0.25% 2.70% 6.15% 7.68% 8.61% 9.34% 9.57% 10.57%

Shari’ah High Growth - Portfolio launch date 3 July 2017
Gross of Fees 16.00% -2.21% 0.01% 4.80%    4.80%

Net of Fees 15.70% -2.75% -1.09% 3.66%     3.66%

Benchmark 19.11% -0.81% 1.21% 4.97%     4.97%

Total expense ratio and total investment charge

Legislation requires that the Fund disclose the total fees and costs incurred in the management of the Fund’s standard 
investment portfolios.  The Trustees are very conscious of the importance of managing costs and have provided cost 
measures used in the industry below. 

These standards are the total expense ratio (TER) and transaction costs (TC).  The sum of TER and TC equals the total 
investment charges (TIC).  These ratios are provided over a twelve-month period to 31 March 2020 and 30 June 2020.

30 March 2020
PORTFOLIO NAME AVERAGE ANNUAL 

SERVICE CHARGE  
(INCL VAT)

TOTAL EXPENSE RATIO 
(TER)

TRANSACTION COSTS 
(TC)

TOTAL INVESTMENT 
CHARGES (TER + TC)

Accelerator 0.61% 0.75% 0.20% 0.95%
Banker 0.25% 0.26% 0.00% 0.26%
Performer 0.53% 0.88% 0.06% 0.94%
Real Return Focus 0.68% 1.08% 0.05% 1.14%
Shari'ah High Growth 1.10% 1.12% 0.12% 1.24%

30 June 2020 (May used as proxy as not available yet)
PORTFOLIO NAME AVERAGE ANNUAL 

SERVICE CHARGE  
(INCL VAT)

TOTAL EXPENSE RATIO 
(TER)

TRANSACTION COSTS 
(TC)

TOTAL INVESTMENT 
CHARGES (TER + TC)

Accelerator 0.60% 0.85% 0.21% 1.06%
Banker 0.25% 0.26% 0.00% 0.26%
Performer 0.53% 0.88% 0.07% 0.95%
Real Return Focus 0.68% 1.07% 0.05% 1.12%
Shari'ah High Growth 1.10% 1.12% 0.13% 1.25%
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Explaining the cost measures used:

Total Expense Ratio (“TER”) Transaction Costs (“TC”)

The TER is a measure used by investors and advisors to 
determine how much of a Portfolio’s underlying assets are 
paid for services provided by the investment administrator. 
These costs would typically include fixed management 
fees, admin fees, performance fees, custody fees and 
audit fees.

These fees are typically used to pay the investment 
administrator for the daily running of the fund. 

TC is a measure that can be used by investors and advisors 
to determine the costs incurred in buying and selling the 
underlying assets of a portfolio.  

These fees would include brokerage fees, VAT and Forex 
spread costs.

Total Investment Charge (“TIC”)

The TIC is the sum of the TER and TC.

Expenses do impact investment returns over time, particularly in an environment where an investment strategy is out 
of favour for an extended period, which results in the expense being a bigger part of the return at the early stages of 
the investment thus requiring a longer term period for the investment returns to be meaningful.

A higher TER or TIC does not necessarily mean lower returns because it largely depends on the investment manager’s 
skill and the market environment.

The Trustees caution members against making an investment decision purely on the basis of cost. Members are 
strongly encouraged to consult with their financial adviser when making any investment decision.

POST-RETIREMENT ANNUITY STRATEGY
When a member reaches retirement, they will be offered the option to secure an annuity (regular monthly pension 
income) in terms of the annuity strategy that the Trustees determined to be an appropriate, and cost-effective option that 
retiring members could consider.  The Trustees adopted the following annuity strategy.

You can obtain quotations for a with-profit annuity with Old Mutual. You can contact the My Money Matters Centre for 
information on the Fund’s annuity strategy. There is no cost to you to obtain this information (other than any standard call 
charges that may apply). If you contact Old Mutual directly to obtain quotations, and you make a decision to take up 
the with-profit annuity, no commission will be payable. You can contact Old Mutual at:

Telephone: 0860 388 873
Email: fundselect@oldmutual.com
Website: www.oldmutual.co.za/fsa

If you need more guidance from your accredited financial adviser before making a decision, he or she can request  
a quote on your behalf, and then commission, as negotiated with your adviser, will be payable.

The Trustees strongly recommend that you obtain financial advice prior to entering into any annuity product. Three months 
prior to retirement, a document setting out all the options and relevant costs will be made available to you.

Remember these options are not compulsory and retiring members can compare these options to any other  
options available in the annuity market and make their decision based on their own personal circumstances  
and income needs.

With-profit annuity with Old Mutual 

This is a with-profit annuity managed by Old Mutual.  In a with-profit annuity 
your annuity income will never decrease, regardless of how long you live or 
investment market performance.  The annuity income increases each year 
as determined by Old Mutual and it is this new level of income each year 
which is guaranteed never to decrease.

The choice of annuity  
(or annuities) remains 
that of the retiring 
member.
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INVESTMENT STRATEGY STATEMENT
The statement is intended to explain and summarise the investment strategy of the Legal Provident Fund (the Fund) to 
members and other stakeholders.

The Fund is a defined contribution provident fund. Members participate directly in the investment 
performance of the Fund’s investments and retirement outcomes are not guaranteed. 

The Fund informs members of the level of retirement income they could reasonably expect 
to purchase at retirement, given their existing retirement savings in the Fund, their current 
contributions to the Fund and expected future investment returns. Various assumptions are 
made to project retirement outcomes and these outcomes are not guaranteed.

The Fund uses a default Lifestage investment portfolio where members’ retirement savings are 
gradually moved from the Fund’s growth portfolio to the retirement and fixed interest money 
market portfolios from ten years before normal retirement age, unless members opt out. The 
Fund uses the growth portfolio to try to achieve a long-term real return of CPI + 5%. To stand 
a good chance of achieving this return, the portfolio has a relatively large exposure to share 
markets and the investment risks associated with these markets. This is the default investment 
portfolio for younger members. 

As members get closer to retirement, the default strategy is for retirement fund assets to be 
invested more conservatively to reduce the risk of capital loss and to better match the cost of 
purchasing a pension at retirement. Members can opt out of the Lifestage portfolio and can 
then select portfolios from the investment choices available to members of the Fund. Members 
can ask their employer or HR representative for the member booklet if they are interested in 
this option.

The Fund participates in pooled investment portfolios together with other retirement funds. 
These investment portfolios are provided and managed by the Fund’s appointed multi-
manager, Alexander Forbes Investments. The Trustees frequently monitor the performance 
of the Fund’s investment portfolios and, should the Trustees believe it to be appropriate to 
do so, the Trustees will replace the multi-manager or investment portfolios with more suitable 
manager(s) or investment portfolios.

The Fund has also made certain retirement products available to members in line with default 
regulations. 

The Trustees will review the Fund’s investment strategy at least every year to ensure that it 
remains appropriate for the Fund and its members.
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MORE ABOUT INVESTMENTS
We now look at investment market performance generally and some information that may assist in these  
turbulent times.

Performance of investment markets

We first look at the investment conditions over the period to 30 June 2020. The performance of markets generally will 
provide you with some background on the reasons for the Fund’s own investment performance.

Global and local market performance

No one could have expected that the global economy and financial markets would be brought to its knees so rapidly, by 
a global health emergency spurred on by the COVID-19 outbreak. Combined with some significant existing challenges, 
what we have witnessed has had a dramatic impact on all aspects of our lives, not just financial and economic. 

Whilst the global economy has been broadly impacted, so too has the well-being of many millions of people around 
the world. It’s painful, but it has become increasingly clear that we are all in this together, as a community, as a country 
and as global citizens. And this helps. Hopefully, the immediate health concerns and fragile global economic conditions 
simultaneously playing out, are a once-in-a-lifetime event. History tends to repeat itself and so too do the markets. We 
know that financial markets go through cycles. There are periods when markets fall (during recessions) and periods when 
markets recover and go up (during growth/expansionary periods). As one market cycle ends, the next one begins. The 
timing of these cycles is difficult to predict, but the good news is that history suggests that when markets fall sharply, some 
of the best investment returns are subsequently realised. 

The full extent of the impact of COVID-19 and other risks on financial markets is not yet known. We are in a time when 
many of us are concerned about our own health and that of our loved ones. It is also a time we are uncertain about our 
future financial security. 

Let’s look at how the financial markets reacted over the first 3 months of 2020:

• SA Equities fell by 21% as investors lowered their growth expectations and reduced risk appetite for this asset class.  

• The COVID-19 outbreak triggered an economic recession but it’s important to note that broader economic conditions 
supported this process towards recession. The late cycle in the global economy, high debt levels, already low interest 
rates and complacency with the degree of economic and financial stability over the past 10 years, are all factors that 
were in place before COVID-19 hit.

• SA Property was the worst-performing asset class, down 48.2%. March 2020 was the biggest monthly decline on 
record, with the sector losing a massive 36.6% Property has been particularly badly hit across the globe because 
there is sudden uncertainty related to property leases, rental incomes and the underlying value of the assets. South 
Africa’s economic growth was already under pressure before the global recession risks, but the domestic economic 
lockdown during March and April has thrown the property sector into distress. 

• SA bonds were down 8.7% as investors sold out of fragile Emerging Markets like South Africa. Extreme aversion towards 
risk caused liquidity to dry-up in the SA bond market, which pushed the SA Reserve Bank to begin a domestic asset 
purchase programme, buying South African bonds and holding them on its balance sheet. Yields moved up in excess 
of 300 basis points on SA bonds. 

• SA Cash performed well as it suffered no capital loss. Domestic interest rates were also elevated relative to inflation. 
These rates of interest will now decline after the SARB cut interest rates. 

• Global stock markets dropped in excess of 30% (in US Dollars) which was the fastest monthly fall since the great 
depression of 1929. The continued fall in stock markets, in spite of repeated central bank actions, highlights the 
inability of central banks to solve all problems. This external shock caused a sudden adjustment to future earnings 
expectations, and the resulting volatility sent markets into a sharp downward trajectory. In Rand terms, global stock 
markets returned 0.5% due to the Rand weakening against the USD, which highlights the importance of off-shore 
exposure. 



 19 

• The Rand weakened significantly against major currencies and lost 21.5% of its value to the US Dollar. The Rand was 
one of the weakest performers amongst Emerging Markets (Brazilian Lira was down 22.6% and the Russian Ruble 21%). 
Some may attribute the Rand and SA bond underperformance to Moody’s credit rating downgrade of South Africa 
to sub-investment grade status in March 2020. While there was certainly some impact resulting from Moody’s actions 
on markets, the downgrade was largely expected. The unexpected event was the sudden unravelling of global 
economic growth and the lock-down of the South African economy, which caused global investors to take a less 
optimistic view of the SA government’s credit risk. The downgrade was unfortunately the result of continued credit 
deterioration over a number of years. More telling than the credit rating downgrade was the fact that Moody’s left SA 
on a ‘negative watch’, which implies further rating downgrades are possible over the coming quarters.

We now look at what happened in the three months thereafter – to 30 June 2020:

The second quarter was a welcome return to some level of normalcy on the economic and humanitarian front. 
The coronavirus (COVID-19) infection curve began to flatten across regions in April and many countries in the 
developed world began the phase of lifting restrictions and reopening economies. Financial markets, however, 
appeared ‘disconnected’ from the real economy throughout the second quarter, as investors looked further 
ahead.

Facilitating this “future” view has been the continued rounds of fiscal and monetary stimulus which has somewhat 
buoyed investors as they try to get their bearings in these uncertain times. 

Markets remain highly sensitive to health metrics, developments in anti-viral drug trials and vaccines, and the 
trade tensions between the US, China and the European Union. 

By 30 June 2020, developed market stocks (MSCI World Index) had posted gains of 18.8%, ahead of emerging 
markets (MSCI Emerging Markets Index) at +17.3%. Government bonds held up well with US Treasuries and Gilt 
yields moving lower on the back of monetary stimulus. The Bloomberg Barclays Global Aggregate Bond Index 
finished the quarter up 3.3%, while global investment-grade credit rallied to near double-digit returns. All returns 
are quoted in US dollars.

The South African stock market participated in the global rally over the second quarter, posting its best quarterly 
performance since the Dot-com Bubble burst in 2001. The benchmark FTSE/JSE All Share Index ended the quarter 
up 23.2%, with the Capped SWIX Index not far behind at +21.6%. 

Despite falling out of the FTSE World Government Bond Index (WGBI), local bonds (JSE All Bond Index, +9.9%) 
recorded near double-digit returns for the quarter, tracking a firmer Rand and the boost in risk sentiment from the 
tidal wave of central bank stimulus. 

Local listed property (FTSE/JSE All Property Index, +18.7%) managed to finish the quarter stronger as severely 
affected sectors such as hospitality and retail resumed operations – year-to-date returns however remain deep in 
negative territory at -38.4%. 

Cash as measured by the STeFI Composite Index closed marginally higher. In currencies, the Rand rallied 2.8% 
against the US dollar, 3.1% against the Pound and 1.0% against the Euro. 



By looking at market performance over these two quarters, we can draw the following conclusions:

• Don’t panic – Don’t focus on what happens day by day or minute by minute. Decisions should be based on 
what happens over the long term. Be careful of making decisions out of haste or out of fear.

• Be patient - There is a lot of truth to the saying that “investment returns don’t come in a straight line”. This 
is because, like waves in the ocean, financial markets go up and down (fluctuate) constantly. We want to 
remind you to allow the ups and downs to run their course and to give your investments time to go through 
these motions and to mature.

• Stay invested – changing your investment strategy purely as a result of market volatility, means you are locking 
in losses and you may not participate in gains as financial markets recover. The Trustees strongly recommend 
that you seek the assistance of an accredited financial planner before making any important decisions related 
to your investments.

• Don’t time markets – Sometimes doing nothing is doing something (TR Dewar). It is impossible to accurately 
and consistently outsmart the market by switching between growth and cash portfolios. You may exit at the 
bottom and/or miss days of really good performance. As another old saying goes: time spent in the market is 
more important than timing the market.

*Acknowledgement to NinetyOne Asset Management

Name 1 Month 3 Months 6 Months 1 Year 3 Years 5 Years 8 Years 10 Years
FTSE/JSE All Share 7.74% 23.18% -3.16% -3.30% 5.11% 4.16% 9.48% 10.89%

FTSE/JSE SWIX 8.07% 22.09% -6.33% -6.09% 2.00% 2.08% 8.68% 10.61%

FTSE/JSE SWIX ALSI 6.98% 21.64% -10.68% -0.99% -10.78% 0.07% 7.31%  

STeFI Composite index 0.44% 1.46% 3.18% 6.90% 7.17% 7.20% 6.62% 6.48%

All Bond Index -1.18% 9.94% 0.36% 2.85% 8.11% 7.49% 7.17% 8.30%

Government Bond Index -0.86% 4.75% -2.43% -3.20% 0.75% 2.08% 4.72% 6.04%

FTSE/JSE SA Property 13.41% 20.43% -37.56% -39.985 -18.33% -9.06% 0.47% 4.68%

MSCI AC World 2.06% 16.42% 16.57% 25.78% 16.65% 14.38% 19.66% 18.47%

MSCI World 1.52% 16.56% 17.17% 26.68% 17.27% 14.86% 20.47% 19.33%

MSCI Emerging Markets 6.17% 15.31% 12.18% 19.01% 11.99% 10.52% 13.41% 12.08%

FTSE WGBI -0.46% -0.36% 29.42% 28.85% 14.28% 11.42% 11.40% 11.10%

90-day US Treasury Bill Rate -1.08% -2.31% 24.75% 24.72% 11.73% 8.67% 10.72% 9.18%

One month UK Treasury Bill -0.64% -2.56% 16.32% 20.46% 8.71% 2.88% 7.10% 6.98%

French 1 Month Interbank Rate 0.15% -0.11% 24.12% 20.99% 8.91% 7.24% 7.95% 7.63%

FTSE EPRA/NAREIT Dev Ren TR US 1.50% 7.92% -1.69% 5.00% 9.34% 10.43% 15.55% 17.26%

Rand/Dollar 1.10% 2.35% -24.34% -23.18% -9.91% -7.45% -9.92% -8.53%

Rand/Euro -0.20% 0.00% -24.41% -21.58% -9.38% -7.64% -8.17% -7.60%

Rand/Sterling 0.65% 2.58% -16.13% -19.83% -8.14% -2.42% -6.63% -6.49%

Headline Inflation -0.61% -0.78% 0.70% 2.05% 3.63% 4.50% 4.90% 4.99%

Headline CPI + 5% -0.15% 0.50% 3.20% 7.17% 8.69% 9.54% 9.92% 10.02%

Market Performance as at 30 June 2020
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SUSTAINABILITY OF INVESTMENTS AND ESG FACTORS
Regulation 28 of the Pension Funds Act requires that retirement funds should consider any factor that may materially 
affect the long-term sustainable investment performance of an asset when making investments.  These factors include, 
but are not limited to, Environmental, Social and Governance factors – commonly referred to as “ESG Factors”.

Increasingly there is interest among retirement fund members regarding their fund’s approach in this regard, and the 
Trustees have accordingly decided that it is appropriate to include a short overview of the Fund’s policies in this Annual 
Report.

A key point is that the Trustees believe that the Fund’s appointed investment manager is best placed to analyse the ESG 
issues in relation to the portfolios the Fund has chosen to invest in. The appointed investment manager is a multi-manager. 
A multi manager designs investment portfolios and appoints the asset managers to manage the assets in terms of the 
investment mandate set for each portfolio.  The multi-manager requires these underlying managers to take ESG factors 
into account when making investment decisions.  Similarly, these underlying managers are given the responsibility to 
engage with the companies in which they choose to invest, and to exercise applicable voting rights in the best interests 
of the investors.



YOUR RETIREMENT AT 
YOUR FINGERTIPS
Tired of having to type in your 
password every time you log 
in to the mobile app? 

If your mobile device 
supports biometric 
authentication, you  
can now simply use  
your fingerprint  
(Touch ID) or facial 
recognition to log in.

REAL-TIME INFORMATION AT YOUR FINGERTIPS
You can access your personal retirement fund information through three digital solutions: AF Online, the AF mobile app 
and AF USSD (an SMS tool). Access the digital brochure here to guide you to set up your access. An exciting new feature 
is that you now use biometric authentication.
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ANY QUESTIONS?

General fund questions and complaints

As a member of the Fund, you have the right 
to see the Rules of the Fund as well as any of its 
financial statements or reviews.  

If you have any questions, comments or 
suggestions about the Fund, your benefits, 
investments or any other Fund-related issues, 
please contact the administrator or the Fund 
contact.

The Fund Website

The Fund’s website gives you access to retirement 
fund news and information at the click of a button.

You can also get your member booklet, claim 
forms and news from the Trustees when you  
need it.

The website address is:
www.legalprovidentfund.co.za

If you need assistance with an administration issue, please contact your Fund’s administrators:

Raeesah Hamid or Francina Makgamatha at: zzlpf@aforbes.com

If you have any questions, comments or suggestions about the fund, your benefits, investments or any other fund 
related issues?

Please contact the Fund at:  zzlegalprovidentfund@aforbes.co.za

If you are not satisfied with the reply, you can escalate your query to:

Principal Officer 
Ms Jeanine Astrup
Email:  jeanines@cadiant.co.za 

If you are still not satisfied with the response contact:

The Office of the Pension Funds Adjudicator
Telephone: 087 942 2700
Fax: 087 942 2644
Email: enquiries-jhb@pfa.org.za

The FAIS Ombud
Telephone: 012 470 9080
Fax: 012 348 3447
Email:  info@faisombud.co.za

Financial Sector Conduct Authority registration number:  12/8/6313

If there are any conflicts between the information in this trustees’ report and the official rules of the Fund, the 
rules of the Fund will always apply.
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