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So how do we structure our 

clients’ portfolios in this low 

growth environment?



6.8%

6.0%

4.6%

3.5%

2.4%

EXPECTED

REAL RETURNS

AGGRESSIVE

BALANCED

DEFENSIVE

CONSERVATIVE

INCOME

SA Equities Offshore Equity Listed Property

SA Bonds Offshore Bonds SA Cash

Investment objectives and expected outcome

3



% of Net Flows since 1996
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EXPECTED

REAL RETURNS



Why can they retire better than us?

Equities 60% 10%

Fixed Interest 25% 65%
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Focus on long term objectives

Triumph of the optimists:  Annualised real returns 1900-2000

Equities Bonds Cash

Sweden 7.6 2.4 2.0

Australia 7.5 1.1 0.4

South Africa 6.8 1.4 0.8

United States 6.7 1.6 0.9

Canada 6.4 1.8 1.7

Netherlands 5.8 1.1 0.7

United Kingdom 5.8 1.3 1.0

Switzerland 5.0 2.8 1.1

Ireland 4.8 1.5 1.3

Denmark 4.6 2.5 2.8

Japan 4.5 -1.6 -2.0

France 3.8 -1.0 -3.3

Germany 3.6 -2.2 -0.6

Spain 3.6 1.2 0.4

Italy 2.7 -2.2 -4.1

Belgium 2.5 -0.4 -0.3

Average 5.1 0.7 0.2



Investor Survey: Evidence
We don’t understand risk vs return expectations!
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Source:

OMIGSA survey. 826 investment professionals

(Brokers, Agents, Fund managers, LISP representatives)

What is the appropriate equity exposure needed to achieve CPI + 7%
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15yr ave (-0.6%)

15yr ave (4.7%)
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Real SA Cash Yields (%)

Source: Macro Strategy Investments, member of OMIGSA 

The Cash Dilemma
Expect 1½ % real going forward
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If you knew this, who would not have 

invested in equities 40 years ago?

10

0

10,000

20,000

30,000

40,000

50,000

60,000

70,000

80,000

90,000

Dec-69 Dec-79 Dec-89 Dec-99 Dec-09

SA Equity

SA Cash

SA Inflation



11

“Consider volatility as a 

friend that provides 

opportunity”

Warren Buffett



Equity Volatility – 1 Year rolling
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Age at which clients seek professional 

investment advice 
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Volatility reduced by time
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Short-sightedness
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“I have always preferred

a bumpy 15% return

to a smooth 12% return”

Warren Buffett



Investors considerations before investing
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Investors considerations before investing
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EXPECTED

REAL RETURNS



Risk / Short Term Volatility
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Enhanced 

Income

(Cash x 110%)

Stable Growth

(CPI + 4%)

Balanced

(CPI + 6%)

Flexible

(CPI + 8%)

40% 75% 100% Equity %

Income Growth

25%

* Expected real returns in the Medium Term

Real return is the target on a rolling 3-year basis, gross of fees

Top 

Companies

(SWIX+2%)

0%

Classic Investment Collection
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Final thought

20

The ultimate test

of a successful asset allocation, 

comes with time.



Old Mutual Investment Group (South Africa) (Pty) Limited

Physical Address: Mutualpark, Jan Smuts Drive, Pinelands, 7405

Telephone number: +27 21 509 5022

Old Mutual Investment Group (South Africa) (Pty) Limited is a licensed financial services provider, FSP 604, approved by the
Registrar of Financial Services Providers (www.fsb.co.za) to provide intermediary services and advice in terms of the Financial
Advisory and Intermediary Services Act 37 of 2002. Old Mutual Investment Group is a wholly owned subsidiary of Old Mutual
(South Africa) Limited. Reg No 1993/003023/07.

The investment portfolios may be market-linked or policy based. Investors’ rights and obligations are set out in the relevant
contracts. Market fluctuations and changes in rates of exchange or taxation may have an effect on the value, price or income of
investments. Since the performance of financial markets fluctuates, an investor may not get back the full amount invested. Past
performance is not necessarily a guide to future investment performance.

Personal trading by staff is restricted to ensure that there is no conflict of interest. All directors and those staff who are likely to
have access to price sensitive and unpublished information in relation to the Old Mutual Group are further restricted in their
dealings in Old Mutual shares.

All employees of Old Mutual Investment Group are remunerated with salaries and standard short-term and long-term
incentives. No commission or incentives are paid by Old Mutual Investment Group to any persons. All inter-group transactions
are done on an arms lengths basis.

In respect of pooled, life wrapped products, the underlying assets are owned by Old Mutual Life Assurance Company (South
Africa) Limited who may elect to exercise any votes on these underlying assets independently of Old Mutual Investment Group.

In respect of these products, no fees or charges will be deducted if the policy is terminated within the first 30 days. Returns on
these products depend on the performance of the underlying assets.

Old Mutual Investment Group has comprehensive crime and professional indemnity insurance. For more detail, as well as for
information on how to contact us and on how to access information please visit www.omigsa.com.

Regulatory Information
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