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A new fund helps South Africans
expand offshore limits. Safely.

The Sygnia Life Transnational Equity Fund allows increased global
exposure through a low-fee, actively managed fund.

By Kyle Hulett
Co-Head: Investments
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Regulations have long constrained the amount South
Africans can take directly offshore and how much we can
externalise inside our retirement and living annuities.
Those constraints are about to get even tighter because
of the JSE’s index harmonisation.

Sygnia has moved quickly to provide investors with an
alternate offshore option by creating the new Sygnia Life
Transnational Equity Fund. The fund is an actively
managed equity portfolio that invests in JSE-listed
equities with predominantly foreign revenues, providing
global revenue exposure of 95%.

From a regulatory perspective, the fund is viewed as
South African equities; therefore, there is no global limit
for retirement or living annuities. This, in turn, enables
South African investors to max out international revenue
exposure well beyond the 45% global limit.

We recently launched a sister fund, the Sygnia
Transnational Equity Unit Trust. This fund mirrors the
Sygnia Life Transnational Equity Fund in terms of holdings
and foreign revenue exposure. The only difference is that
the fund is wrapped in a unit trust, not a linked life policy.

The JSE’s offshore investment squeeze

For any investor scrambling to get money offshore, the
JSE’s increasing focus on domestic stocks in its indices is
not welcome news. The JSE’s index harmonisation of the
FTSE/JSE Index Series is particularly jarring for investors
who have maxed out their 45% retirement or living
annuity offshore allocation.

That’s because the harmonisation, which is expected to
be finalised by March 2024, will effectively reduce the All
Share Index’s foreign revenue exposure from around 65%
to be in line with SWIX’s 50%. The process has been
happening by stealth for nearly two years. BHP Group
was reduced from 12% to 2% in March 2022, then
Richemont was reduced from 20% to 3% in June 2023.
AngloGold will be on the chopping block in December,
followed by Anglo American in March 2024 in the final
phase of the harmonisation process.

Since many offshore-maxed investors have traditionally
used the All Share as a default option to increase
offshore exposure, the harmonisation will effectively
decrease this exposure. The harmonisation also means
that many funds are redundant. For example, Sygnia is in
the process of merging its SWIX 40 and Top 40
exchange-traded funds, as they will be the same fund
post-harmonisation.

The new Sygnia Life Transnational Equity Fund has been
designed to provide a much-needed alternative to the All
Share and SWIX and, with 95% foreign revenue exposure,
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also gives investors the opportunity to radically increase
offshore exposure.

In addition, the new fund is an innovative solution for
constrained medical scheme investments, as medical
schemes are not allowed to invest in offshore equities.

Controlled short-term risk vs long-term
rewards

The Sygnia Life Transnational Equity Fund invests in
around 30 holdings across three key sectors — industrials,
resources, and financials — and includes among its top 10
heavy-hitters Prosus, Anheuser-Busch InBev SA, British
American Tobacco, Richemont, Glencore and BHP Group.

While companies may be based in South Africa, they
must have their majority share of revenue outside the
country and are, therefore, not directly linked to domestic
economic growth.

Although the fund’s high offshore revenue diversifies the
source of growth impacting the securities, it is by nature
a high-risk fund, owing largely to concentration, sector,
and currency risks. Sygnia’s fund managers minimise
these risks by spreading investments across sectors and
capping the maximum exposure to any holding.

Even so, investors can expect some short-term market
fluctuations. However, this short-term volatility must be
assessed against an estimated outperformance of 4.6%
over the last five years (vs the Capped SWIX), making
this new fund an excellent option for investors looking to
maximise long-term offshore growth.

In addition, fees for the Sygnia Life Transnational Equity
Fund are at a low rate of 0.425%, allowing investors to
benefit from the strategic growth of an actively managed
fund at the same fees as a passively managed fund.

Lifelines for offshore-maxed investors
Essentially, the Sygnia Life Transnational Equity Fund has
been purpose-built for investors who want to invest more
outside South Africa but have reached their cap on
traditional offshore investment options.

World Bank Africa recently revised South Africa’s GDP
growth forecast to only 0.5% for 2023, while Fitch
Ratings revised its forecast to zero real GDP growth.
And, in September, South Africa slipped even further
down BankservAfrica’s Economic Transactions Index,
which is typically a robust early economic scorecard
for South Africa’s growth trends.

Whichever way you look at it, it’s clear the prospect for
domestic growth in the foreseeable future is not good,
and investors are right to be anxious. It’s also clear that,
in times like these, local investors need alternate options
to increase offshore diversification. With its 95% offshore
revenue exposure, I’m confident the Sygnia Life
Transnational Equity Fund and the Sygnia Transnational
Equity Unit Trust are the lifelines offshore-maxed
investors have long been holding out for.
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Disclaimer

The Sygnia Group is a full member of the Association for Savings and Investment SA. Sygnia
Collective Investments RF (Pty) Ltd is a registered and approved Manager in Collective Investment
Schemes in Securities. Collective investment schemes are generally medium- to long-term
investments. Sygnia Asset Management (Pty) Limited (FSP reg no. 873), an authorised financial
services provider, is the appointed investment manager of the Fund. The portfolio may invest in
other unit trust portfolios that levy their own fees and may result in a higher fee structure. The value
of investments / units / unit trusts may go down as well as up. Past performance is not necessarily
a guide to future performance. Collective investments are traded at ruling prices and can engage
in borrowing and scrip lending. A schedule of fees and charges and maximum commissions is
available from the Manager on request. Performance is based on NAV-to-NAV calculations, with
income reinvestments done on the ex-div date. Performance is calculated for the portfolio, and the
individual investor performance may differ as a result of initial fees, actual investment date, date
of reinvestment and dividend withholding tax. The Manager does not provide any guarantee either
with respect to the capital or the return of a portfolio. Collective investments are calculated on a
net asset value basis, which is the total market value of all assets in the portfolio, including any
income accruals and less any deductible expenses such as audit fees, brokerage and service fees.
Forward pricing is used. All the portfolio options presented are approved collective investment
schemes in terms of the Collective Investment Schemes Control Act, No 45 of 2002 (“CISCA”).
The fund may from time to time invest in foreign countries and may therefore have risks regarding
liquidity, the repatriation of funds, political and macroeconomic situations, foreign exchange, tax,
settlement and the availability of information. The Manager has the right to close any portfolios
to new investors to manage the portfolios more efficiently in accordance with their mandates. A
copy of the Minimum Disclosure Document (MDD) is available on our website: www.sygnia.co.za.
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Important regulatory information

This document has been drawn up and approved by Sygnia Investment Advisers LLP (“the Firm”),
which is a company subject to British Law, with registered office at 24-25 Grosvenor Street, Third
Floor, London, W1K 4QN. The Firm is approved by the Financial Conduct Authority (“FCA”), with
Firm Reference Number 923432, as an Appointed Representative of Sygnia Asset Management UK
Limited, which is authorised and regulated by the FCA, with Firm Reference Number 845841. This
document aims to provide useful information for general purposes or discussion. It is intended for
your use only and does not constitute an invitation or offer to subscribe for or purchase any of the
products or services mentioned. This material is approved by the Firm for the use of professional
clients or eligible counterparties as defined in the FCA’s Conduct of Business Sourcebook
(COBS3), and no other person who receives the material should rely on it. The material is not
intended for retail clients. The information provided is not intended to provide a sufficient basis
on which to make an investment decision. Any investment in Funds will be made pursuant to
written subscription materials. This is not a legal or fiscal document. The information and opinions
expressed herein, subject to change over time, are those of the Firm or its employees or consultants
at the time of writing this document. Any duplication, publication or transmission of the contents
of this document, even partial, to unauthorised persons is prohibited. Some of the information
contained herein may be derived from sources, published and unpublished, which are presumed to
be correct and reliable but have not been verified by independent third parties. For this reason, the
Firm does not guarantee the accuracy or completeness of such information and shall not be liable
for any damages or losses arising from the use of information provided. The statements contained
herein are subject to the provisions of any underlying offer or contract that may have been or will
be entered into or concluded. Any investment opportunities presented in the document are not
guaranteed by the Firm. Any performance figures given refer to the past and are not indicative of
future returns. The value of investments can go down as well as up.
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