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JULY 2020 
 
Prescribed Assets and CRF’s Allocation to Alternatives  
 
Dear Member, 
 
The Fund’s Investment Consultant shed some light on recent headlines in the following article. 
 
As CRF members would have seen in the press over the past few weeks, the issue of prescribed assets for 
retirement funds has once again made headlines. This is not a new issue and the economic impact of the 
COVID-19 pandemic has made this topical once again as the country looks to relaunch the economy and find 
ways to recover from the pandemic-induced economic crisis.  
 
The talk around prescribed assets does not need to create fear and panic for members of retirement funds. 
The rhetoric has been around for many years and the reality is that under Regulation 28 of the Pension Funds 
Act, South African retirement funds are already restricted in terms of how much they can invest in certain 
segments of the financial market as well as what can be invested outside of the country. Over time, 
Regulation 28 has been amended to further increase the offshore allocation and to allow retirement funds 
the ability to invest in alternative asset classes, which include private equity, hedge funds, direct property 
and private debt. These changes to Regulation 28 have all been positive developments for retirement funds. 
 
South Africa is fortunate to have a large savings pool, which allows it to fund infrastructure and development 
and not be overly reliant on foreign capital. It’s not unusual for US and Australian pension funds for example 
to invest in alternative asset classes, which invests in the real economy and funds local development and job 
creation. South African retirement funds have not really embraced alternative assets in the same way as 
their offshore counterparts and that is why prescribed assets have become topical again.     
 
Although prescribed assets may be a sub-optimal way to achieve the necessary outcomes, there does need 
to be a re-allocation of capital to better support the local economy and create sustainable and prosperous 
communities in which CRF members will retire. According to RMB Research, South Africa’s exposure in the 
JSE’s Top 40 equity index is only around 30.8%. This is because the Top 40 index is dominated by large multi-
national companies with operations in many other countries (e.g. Naspers) and the fact that South African 
companies have also expanded offshore. So as retirement funds continue to invest in our local stock 
exchange, a smaller percentage of capital remains in South Africa to fund local development.      
 
Many local retirement funds have not made use of their allowed allocations for alternative and unlisted 
assets. CRF, on the other hand, has shown leadership in this area. CRF has invested in assets that not only 
provide good commercial returns but also have a positive impact on society and the environment. As at the 
end of May 2020, CRF’s allocation to alternatives is shown below:  
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CRF has invested 18.4% in alternatives, of which 12.4% can be classified as having a positive impact on society 
and the environment. CRF has invested 3.5% in infrastructure, 3.1% in unlisted property and 5.6% in private 
debt. Not only have these investments had a major impact on the local economy but it has also delivered 
superior returns relative to the listed markets as can be seen in the following charts:  
 

 
Source: S&A Research. All returns are net of all fees and costs. Past performance should not be extrapolated and is not an indication of future 
performance.   
 
Each managers’ performance is shown compared to a listed market benchmark (in grey). Clearly, for 
retirement funds that have the capacity and time, alternatives can provide very good and consistent returns 
but can also support local growth and development. If other retirement funds were to follow CRF’s example, 
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it could make a huge difference to the local economy and if done sensibly should not result in a return 
sacrifice.  
 
Coming back to prescribed assets, there are no details on what assets will be prescribed and the amount at 
this stage. So, it is very difficult for CRF to form a view on whether we support prescribed assets or not at 
this stage. However, should it be introduced and it is not in the best interests of CRF members, CRF will take 
action and engage with relevant stakeholders on your behalf. It’s also possible that CRF could already be 
compliant if a percentage is prescribed to infrastructure assets say. This is the benefit of being part of a 
proactive, risk-focused and well-governed retirement fund.  
 
In summary, prescribed assets has been on the agenda for many years and as yet we have still not seen any 
concrete plans being proposed on its implementation. Members do not need to panic as we are probably 
still a very long way off in terms of any movement on this issue (if at all). However, CRF members can take 
comfort from the fact that the CRF has been proactive in this area by investing in well-performing assets that 
have also had a positive social and environmental impact.  
 
Kind regards 
 
Mr Raymond Wentworth 
Principal Officer 
  
Board of Trustees: Mr SA Mokweni (Chairman), Mr JJ Wagner (Deputy Chairman), 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. 
 
 
  
 
 
 
 
 


