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When Covid-19 became our lived reality two years ago, we witnessed a lot of volatility in investment markets. Share
prices were extremely unpredictable, and the value of investments dropped sharply in the first quarter of 2020.
However, this was followed by a remarkable recovery in the markets – clear evidence that one should not make
emotional or ‘knee jerk’ investment decisions based on short-term ups and downs.

The war in Ukraine has resulted in similar volatility. Once again, you may feel anxious about your retirement savings
and where you are invested. 

Retirement fund trustees are responsible for ensuring that your investments are expertly handled and closely
monitored, to ensure that they remain suitable over the long term. Furthermore, they make sure that your
investments are diversified, so that you do not have ‘all your eggs in one basket’, so to speak.

Trying to time the market is ineffective at best, and usually very risky. It’s important that you understand the
consequences of switching into and out of your investment portfolios. If you sell at a loss, you’ll be moving less
money than you originally had. And when the price of that particular portfolio goes back up and you want to get back
into it, you’ll have to pay a higher price to do so. 

Finally, if you remove your investment during a down market, you won’t benefit when the market recovers, as we
have seen it do in both the recent past and historically.

You are encouraged to speak to your financial advisor before making any investment decisions. 

Grab a cup of coffee, settle in, and digest this quarters articles in The Connector. In this edition, we offer some
insights into investment volatility and encourage you to take a long-term view with your retirement fund investments.
We also break down how the war between Russia and Ukraine affects the economy both in South Africa and around
the world.

Volatility and taking a long-term view with your investment
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Group risk cover is the collective term used to refer to life cover, disability cover, and dread disease cover. Many
employers and/or retirement funds offer these types of benefits, and sometimes funeral cover as well, as an added
benefit for their employees.

The premiums charged for this cover are directly related to the insurer’s claims experience. It is undeniably true that
many of us have felt the terrible impact that the Covid-19 pandemic has caused over the past two years. Many of us
have lost loved ones. It has also caused financial hardship, with one of the impacts being a significant increase in the
premium rates for risk benefits.

To put this in context, the amount claimed in terms of death claims by some funds over the past two years has
exceeded the premiums paid by more than double. Insurers are therefore looking to recover these amounts by
increasing their premium rates significantly.

On the plus side, it is expected that claims will normalise over time, particularly as members are vaccinated and the
medical industry finds new ways of managing the pandemic and its effects.

Many employers and retirement funds allow for what is known as a “conversion option”. This option allows employees
to convert their existing risk benefits at resignation or retirement to an individual policy, subject to the insurer’s normal
terms and conditions. This can often be done without the need to provide proof of good health. However, the
premiums charged will be those applicable to the individual, and these are likely to be higher than the group rates
previously enjoyed.

An important point to note is that all employees need to nominate beneficiaries for their life cover outside of the fund
(unapproved group life cover) and their funeral cover separately from their fund benefits. Failure to submit and keep
any of these forms updated may cause delays in payment of the life cover outside of the fund (unapproved group life
cover) and the funeral cover and could also have a financial implication in terms of estate duties and tax. If these
forms for these benefits are not submitted, the benefits will be paid into the deceased employee’s estate.

Making the most of group risk cover
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The first quarter of 2022 has brought many new alarms and
obstacles, both locally and internationally. As the fuel and electricity
prices continue to rise on the local front, many of us are watching the
war between Ukraine and Russia with growing unease.

Although Russia’s invasion of Ukraine has led to great unpredictability
in global investment markets, South Africa’s trade links with Russia
are quite limited: less than 1% of the total imports in 2021.

However, there will be effects that we will feel locally, in terms of
certain commodities. International conflict always has a knock-on
effect for South Africans, affecting the strength of our currency and
our economy, inflation, and the prices of necessities such as fuel and
food (specifically bread). This is because of the trade links that we
have with other countries. Our imports of things such as wheat and
sunflower oil; and exports of citrus products, nuts, tobacco,
vegetables, and fruit; will be impaired by the conflict in Europe.
Ukraine and Russia account for more than a quarter of global trade of
wheat when combined. They are also huge suppliers of corn and
barley. 

On the positive side, the political tension in Europe has increased the
prices of some of South Africa’s key export minerals, such as gold
and palladium.

The war in Ukraine and the effects on markets
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Your investments in Q1 of 2022

After strong investment market growth in 2021, 2022 started off weak. The only sectors in the United States with
positive growth in the first quarter of 2022 were the Energy sector (+37.66%) and Utilities sector (+3.97%). This was
due to higher commodity prices (particularly oil) and increased defensiveness on the back of tighter policy and global
risk aversion. 

These themes carried over into the South African market. Stronger commodity prices buoyed the Rand and general
sentiment. The JSE reached a record high in March 2022 before risk appetite decreased because of global sentiment
around the war in Ukraine and increasing rate hikes by major central banks. 

The JSE All Share Index gained 3.84% in the first quarter. The Industrials sector (-13.88%) declined, but this was
offset by gains in the Resources (+18.18%) and Financials (+20.18%) sectors. South African equities outperformed
bonds and cash. 
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Economy

The IMF’s growth statistics for 2021 show that growth in the UK, Eurozone, and China was higher than expected.
Growth in South Africa, Namibia, and the United States was lower than expected. 

The war in the Ukraine has resulted in a sharp decrease in growth expectations for the Eurozone, United States, and
the UK. 
Russian growth was revised sharply lower and could be revised lower again if the conflict continues. 
China’s growth has been revised lower following a resurgence of COVID cases and new lockdowns. 
In the United States, growth expectations were revised lower due to the likelihood of protracted supply chain issues,
and tighter monetary policy. 
In South Africa, the recent KZN floods have resulted in a state of emergency. The impact of the floods is likely to
result in lowered growth in 2022.

Higher oil prices on the back of the Russia-Ukraine war have created inflationary risks. If this is sustained, it will cause a
drag on global growth in the coming months. In many regions, inflation has continued to escalate, pushing to multi-
decade highs. Inflation has impacted both developed and emerging markets including South Africa.

The South African Reserve Bank increased interest rates by 25 bps in both January and March 2022. The repo rate is
4.25%, which is still lower than pre-pandemic levels. If global central banks continue to increase interest rates, it is
expected that the South African Reserve Bank would act similarly. 
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Local Shares 
FTSE/JSE All Share TR ZAR

Local resource shares
FTSE/JSE Resources 10 TR ZAR

Local industrial shares
FTSE/JSE Industrials l 25 TR ZAR

Local financial shares
FTSE/JSE Financial 15 TR ZAR

Local property
FTSE/JSE SA Listed Property TR ZAR

Local bonds
Beassa ALBI TR ZAR

Local cash
STeFI Composite ZAR

Global shares
MSCI ACWI GR USD

Key Indices 1 Month to 
31 March 2022

3 Months to 
31 March 2022

1 Year to 
31 March 2022

5 Years to 
31 March 2022

Key indices to 31 March 2022

T& Cs apply. 

NMG Employee Benefits (Pty) Ltd is a licenced Financial Services Provider (FSP number 33426 and registration number 2007/025310/07). 

NMG Consultants and Actuaries Administrators (Pty) Ltd is a licenced Financial Services Provider (FSP number 33424 and registration number
1993/07696/07).

NMG Consultants and Actuaries (Pty) Ltd is a licenced Financial Services Provider (FSP number 12968 and registration number 1979/001308/07). 

This communication is not advice or tax advice and does not amount, under the Financial Advisory and Intermediary Services Act, to a proposal or personal
recommendation or guidance nor is it a recommendation regarding any financial product or service. The funds, their administrator and these entities’ officers
do not take liability for any action you take or loss you suffer arising from this communication as you will need to obtain advice from a registered financial
advisor so that your own circumstances can be taken into account.
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0,01%                   3,84%                     18,61%                 14,21%                  11,40%

3 Year to 
31 March 2022

-2,03%                   18,18%                  31,72%                  26,89%                 26,22%

-4,87%                   -13,81%                -4,65%                    7,69%                    5,50%

12,19%                  20,18%                  49,70%                 7,64%                     8,60%

5,05%                   -1,27%                    27,06%                  -3,82%                  -4.85%

0,36%                  1,03%                        3,94%                     5,23%                 6,08%

2,22%                  -5,26%                       7,73%                   14,29%                 12,20%

0,45%                   1,86%                       12,37%                 8,43%                   8,92%

  www.nmg.co.za
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Tel: 011 509 3000

Healthcare | Retirement | Investment Consulting | Personal Financial Services | Actuarial
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