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APRIL 2020 

Dear CRF Member, 

We are currently living in extraordinary times. Many of us are working from home, in line with the 

national lockdown implemented by the South African Government, in response to the COVID-19 crisis 

engulfing countries worldwide. What we are experiencing, with the effective shut down of much of the 

global economy would have appeared unrealistic just a couple of months ago, yet here we are today, 

looking to make sense of our current reality and what this means for the short, medium and long term 

outlook.  

With the recent volatility in the market, members might be inclined to panic and make emotional 

decisions. This volatile market also creates a time for opportunities.  Our asset consultant explains below 

why members should not panic: 

Why members of the CRF should remain calm and not panic in the face of unprecedented risk 

 

We are indeed living through unprecedented times about which many books will undoubtedly be 

written, and our great grandchildren will learn about in school. Never in our lifetime have we seen a 

global crisis of this scale which has so many countries on a full or partial lockdown. While this global 

pandemic is bound to produce anxiety in many people, the impact that the Coronavirus pandemic 

has had on financial markets and on people’s hard-earned savings has been another source of much 

anxiety. 

 

In the wake of a worldwide shutdown, global supply chains have been severely impacted, resulting in 

many businesses being unable to operate. The level of unemployment in the US has already escalated 

dramatically and it is thought that there will be over 4 million new people claiming unemployment 

benefits when the March numbers are released. The full impact of this pandemic on the global 

economy is still uncertain. There is no doubt that the world will enter a recession, as both consumption 

and production have reduced dramatically. The depth and the length of the disruption remain 

uncertain and will be impacted by policy and other responses to the virus, and how quickly it can be 

contained. There has been a “flight to safety” and safety has meant the US Dollar and US Treasuries. 

Assets across all sectors and across all countries and regions have been fire-sold as people look to buy 

US Dollars. 
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If we look at how the various markets performed in March 2020, the table below provides an indication 

of just how bleak the picture was. 

 

FTSE/JSE Capped SWIX   -16.69% 

All Bond Index -9.75% 

STeFI +0.57% 

All Property Index -36.32% 

MSCI World (USD) -13.23% 

MSCI Emerging Markets (USD) -15.40% 

S&P 500 (USD) -12.35% 

FTSE 100 (USD) -13.41% 

 

In addition, the Rand depreciated sharply against the US Dollar and has been trading at R19 to the 

dollar at the start of April. These numbers would cause anxiety at the best of times and while under 

lockdown when the economy and jobs are already under threat, the issues are further exacerbated. 

 

We would however caution people not to make hasty decisions and panic about the value of their 

savings. The design of retirement savings portfolios takes into account the time horizon over which 

members are invested and also looks to provide members with diversification to protect them through 

these volatile market cycles. While we have never lived through this kind of a crisis before, we have 

been through other crises and other market downturns, and the lessons learnt during those periods 

have put us in a better position to protect savings through all cycles. 

 

The graph below compares the average monthly return to members in the CRF Growth Portfolio, in 

months when the SA equity market (as shown by the SWIX) has negative returns over the period July 

2016 to February 2020. 

 
 

The first thing that is noticeable is that the CRF return is more protected during down months and the 

negative months are not as severe as the equity market (as measured by the SWIX). This is because of 

the diversification within the portfolio, as the CRF has invested in other assets that do not move in the 

same way as local equity markets. The second notable fact is that the CRF Growth Portfolio is better 

protected when compared to similar Local Government funds in the country. 
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So, despite the bad news and the negative returns we have seen of late it is very important that 

members know, that exiting or switching now, after a severe fall in markets will limit their ability to 

recover as the markets turn and run up again. To switch now would mean locking in losses and turning 

paper losses into real losses. Patience is the key and waiting it out until markets recover is probably the 

best strategy. Although we don’t know when markets will recover, barring any structural issues, the 

markets generally recover fully over time. China is already back at 80% production and as the 

lockdown is relaxed in other countries, post the peak of the virus, their economies will recover as well. 

Often the best way for you to handle a market crisis is to do nothing and trust that the CRF has 

appropriate strategies and risk management processes in place. The chart above confirms that this is 

the case. 

 

The CRF is being proactive in the management of the portfolios and members’ savings. In the same 

way the portfolios were designed to be more protective during a sell-off, the CRF is now looking for the 

opportunities that are presenting themselves to enhance member returns into a recovery, as the world 

returns to normal. 

 

Please do not hesitate to contact the Fund on 0861 CRFund (0861 273863) so that we can put you in 

contact with Portfolium, the Fund’s financial advisors. They will assist you during this uncertain time with 

making the correct decision regarding your retirement planning. 

Kind regards, 

 

Raymond Wentworth 

Principal Officer 

 

Board of Trustees: Mr SA Mokweni (Chairman), Mr JJ Wagner (Deputy Chair), Mr PJS Gouws, Cllr IR Iversen, Mr TA Loko, 

Cllr PJF Louw, Mr L Mbandazayo, Cllr C Meyer, Mr AM Owen, Mr ET Scott, Cllr SN Toni, Mr FA Willemse 

 

Indemnity Statement: The CRF for Local Government does not accept liability for any loss, damage or expense that may 

be incurred as a direct result or consequence of reliance upon the information in this document. If there is any conflict 

between the information in this document and the actual Rules of the Fund, the actual Rules of the Fund will prevail. 
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7536 Tel: 0861 CRFUND (273863) Fax: 086 539 0808 Email: support@crfund.co.za Website: www.crfund.co.za 
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