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Since the �nancial crisis, the investment landscape has changed 
considerably. While in the past savers would enjoy relatively high 
returns from a broad variety of assets, we are now entering a more 
sober period of the investment cycle. Speci�cally, the current low 
interest rate and high in�ation economic environment means that 
we may not see the impressive growth from the lower returning 
asset classes as previously experienced. As such, savers need to 
be acutely aware of the impact of this new environment on their 
wealth. Speci�cally, if the returns on your investments are below 
the rate of in�ation, your real wealth (or living standard) will 
actually decline over time. 

With prices increasing at a rate of 5.9% per year, it is traditionally 
the portfolios containing a healthy amount of higher returning 
assets such as equity and property that provide the best 
protection against real wealth erosion over the long term.

Referring to the table above, those who are fully invested in the 
bond and money markets are currently not suf�ciently protected 
against in�ation. The relatively low yield of 6.8% on SA 10-year 
government bonds, or the even lower yield of 5.1% on 3-month 
certi�cates of deposit, mean that investors in these markets 
experience virtually unchanging or even declining living standards 
over time. It is thus clear that investors should gain suf�cient 
exposure across the various asset classes in order to maximise 
their wealth over the long term. A well balanced portfolio including 
equity, income and property assets can provide a signi�cant buffer 
from the harmful effects of in�ation. 

The global economy is gaining traction in its recovery from the 
recent crisis. The United States is building positive momentum in 
the jobs market, despite fears of declining government spending in 
that country. Although higher taxes and greater spending cuts will 
suppress economic growth somewhat, many believe that the US 
economy will accelerate over the next few years, re�ecting the 
country’s persistent and strong economic fundamentals. In the 
east, China’s new premier expects a healthy expansion of their 
economy in 2013, and plans to reduce government power in a 
number of important markets as China moves towards 
consumption oriented growth. While economic activity remains 
tepid in the Euro area and Japan, aggressive government policy 
action has the potential to reverse these economies’ declines. 
Large risks do still remain in the system however, as the stringent 
bailout conditions in Cyprus illustrated.
  
As highlighted in the South African Reserve Bank’s (SARB) 
quarterly bulletin, there is growing concern about the rapid decline 
in international exports and growth in imports in our country. 
Declines in mining exports due to strikes and massive imports of 
machinery and equipment for our infrastructure projects have 
driven this trend in the previous quarters. This has caused the 

rand to become weaker in recent months, which in turn has made 
other imports more expensive, driving consumer prices higher. 
However, a less expensive currency also means that in future, 
South African exporters will enjoy better prices for their goods 
abroad, stimulating job creation in exporting sectors. Additionally, 
consumers in South Africa can breathe a small sigh of relief, as the 
National Energy Regulator (Nersa) limited Eskom tariff hikes to 8% 
p.a. over the next 5 years, just half of the proposed 16%. This is a 
crucial development for the broader economy, as it increases the 
likelihood that interest rates will stay low for a longer period of 
time, allowing investment expenditure and debt repayments to 
remain relatively cheap.

When you hold your investment for the long term it reduces the 
impact of market volatility on your returns. However, as highlighted 
in the introduction, in�ation will start to erode the value of your 
investments more signi�cantly as time passes. In this way, in�ation 
risk increases as your investment horizon increases, while volatility 
risk declines (see the chart below).

Medium to long term investors should therefore consider investing 
in asset classes that have the potential to achieve a high return 
and beat in�ation. It is worth reminding that in�ation is a silent 
enemy. It erodes the value of your investments, and the only way to 
beat it is to target a reasonable real return by including the 
traditional ‘growth assets’ in your portfolio. As noted in the 
introduction, equities and property have historically been 
established to produce a much higher real return over long periods 
of time. This comes with higher volatility, so the exposure to these 
assets should be based on the life staging and the risk pro�le of 
the investor to ensure that the level of volatility is appropriate to 
their speci�c needs.  The ideal solution is a balanced fund with an 
equity component that suits the risk pro�le of the investor.  We 
encourage readers to speak to one of our advisors to guide them 
through this process and assist them to select the balanced fund 
with a mandate aligned to their investment objectives. 

The month of March marks the anniversary of the Oasis Balanced 
Fund. Launched 12 years ago, this fund provides investors with 
exposure to a combination of high quality global and South African 
equity, property and income. It is geared towards investors who 
seek capital appreciation as well as an element of safety, as 
property and income instruments moderate the higher risk 
associated with equity exposures. The Oasis Balanced Fund has 
provided investors with an annualised return of 18.5%, while 
in�ation has averaged 5.7% over the same period. If an investor 
had purchased R1 million worth of units at the inception of the 
fund, their investment would be worth R7 664 400 today. This 
performance is evidence of Oasis’ commitment to creating real, 
long-term wealth for our clients. 
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