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On 22 January Mario Draghi, President of the European Central Bank (ECB), made the long-awaited announcement
that the Bank would be implementing its own Quantitative Easing (QE) program, following in the wake of a similar
strategy that ended in the USA in October 2014. The US QE program was in operation for 6 years and this program has
recently been credited with the salvation of the US economy which moved into recession following the market crisis in
2008/2009. This program in the US was terminated once the Federal Reserve was convinced that targets for inflation
and employment were back on track. In total, the Federal Reserve had added $4.5 trillion of assets to its holdings,
increasing their assets eightfold over the course of the QE strategy.
The fall in oil and commodity prices and the launch of QE in Europe has resulted in a quick reversal of interest rate
expectations here in SA. Heading into the second half of 2014 (when oil was still at $115/barrel), there was a strong
expectation that interest rates would have to rise early in 2015 as inflation was expected to settle stubbornly above
the top of the 3% to 6% range. Now inflation expectations are being rapidly scaled back and the South African
Reserve Bank (SARB) expects inflation to average 3.8% this year, down from forecasts late last year of 5.3%. The SARB
expects inflation to reach a low of 3.5% in the second quarter.
The start of 2015 has been very different when compared with market expectations in the final quarter of last year.
The approach and launch of Eurozone QE has reshaped our local investment landscape from an environment where
interest rates were expected to go up to an environment where interest rates may go down. In December our equity
market fell by -0.2% and in January it went up by 3.1%. In December the All Bond Index fell by -1.6% and in January it
went up by 6.5%. In January our listed property market went up by 7.4%, adding to a 1.1% rise in December last year.
Local multi-asset balanced portfolios also produced good returns in January.

PFPS MODERATE PORTFOLIO
January 2015
The fund’s objective is to provide moderate capital growth over the medium to long term. The probability of capital loss over the medium
term is high. Furthermore, the fund will exhibit moderate levels of return volatility. The fund aims to achieve returns in excess of inflation
over 3 years and longer. This fund complies with Regulation 28 of the Pension Funds Act.
Risk Weighting: Moderate

Analytics Ci Managed Equity Fund

38%

Investec Global Strategic Managed FF Fund

15%

Investec Diversified Income Fund

13%

STANLIB Bond Fund

13%

Old Mutual SA Quoted Property Fund

11%

Nedgroup Investments Global Equity FF

7%

Investec Money Market

3%

Annual Average Weighted fund fees**

0.75%

Annual Management fee – Analytics

0.20%

Annual Consulting fee - PFPS

0.20%
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Naspers
Growthpoint Properties
Redefine Properties
Steinhoff International
Anglo American
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Standard Bank Group
Mondi
Hyprop Investments
British American Tobacco
Intu Properties

Estimated top 10 holdings as disclosed by Morningstar
** The average weighted cost of underlying funds is indicative and varies daily as
the weightings of the funds vary. The fee excludes Financial Advisor and platform
fees and VAT.

Please note: Asset allocation is one month lagged.

*Returns are simulated and based on the underlying funds at the initial weightings
and are net of published asset manager fees. Returns greater than a year have been
annualised.

Source: Morningstar Direct
The information and opinions contained in this document are recorded and expressed in good faith and in reliance on sources believed to be credible. No representation,
warranty, undertaking or guarantee of whatever nature is given on the accuracy and/or completeness of such information or the correctness of such opinions. Portfolio
Analytics Consulting (Pty) Ltd (“Analytics”) and/or PFPS Asset Management (Pty) Ltd (“PFPS”) will have no liability of whatever nature and however arising in respect of
any claim, damages, loss or expenses suffered directly or indirectly by the investor or the investor’s financial advisor acting on the information contained in this
document. Furthermore, due to the fact that neither Analytics nor PFPS act as the investor’s financial advisor, they have not conducted a financial needs analysis and will
rely on the needs analysis conducted by the investor’s financial advisor. Analytics and PFPS recommends that investor’s and financial advisors take particular care to
consider whether any information contained in this document is appropriate given the investor’s objectives, financial situation and particular needs in view of the fact
that there may be limitations on the appropriateness of any advice provided. No guarantee of investment performance or capital protection should be inferred from any
of the information contained in this document.
Portfolio Analytics Consulting (Pty) Ltd (FAIS License 18490) and PFPS Asset Management (Pty) Ltd (FAIS License 44904) are authorised Financial Services Providers.

