
Why Invest in ETFs? 
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ETFs serve 2 main purposes in a portfolio: 
 

•    Strategic Allocation 
 

–   Core holding in single asset class 
–   ETF per asset class in balanced fund 
–   Low cost of holding 
–   Efficient representation of asset class returns 
 
 

•   Tactical allocation to asset classes, styles 
 

–   Fast ‘equitisation’ of cash 
–   Low cost of trading 
–   Exempt from Stamp Duty 

 



Why ETFs as opposed to Unit Trusts 
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ETFs are superior ‘wrapper’ for index trackers 
 

•   Live pricing – intraday liquidity 
 
 

•   Lower transaction costs 
 

–   Intervention of market maker 
–   No stamp duty on new assets 

 
  

•   Primary market operations – stock exchange back office 
 

–  Most UT’s use proprietary systems – lack economies of scale 

 



NewFunds ETFs on the BSE 
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•   Currently 3 products 
 

–   NewGold ETF 
–   NewPlat ETF 
–   NewFunds ILBI ETF 

 
•   Provide access to asset classes that are difficult to access 
 

–   Gold 
–   Platinum 
–   Inflation-Linked Bonds 



NewGold Exchange Traded Fund 
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Gold is Money – Ancient Wisdom 

 
 a. Solid 

 

b. Not radioactive 

 

c. Non-corrosive  

 

d. Robust 

 

e. Easily smelted (contrast with platinum) 

 

f. Rare, but not too rare 

 

g. Doesn’t tarnish (like silver) 



Gold as a Store of Wealth 
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Gold is a Store of Wealth 
 
•    Hedge against Pula weakness v USD 

  
 



Gold as a Currency Hedge 
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Gold as a Risk Diversifier 
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Hedge against Geopolitical Uncertainty 
a. Middle East 
b. North Korea 

 
Portfolio Diversification 
 

 

 
 
 



Gold as a Safe Haven 
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Criticism of Gold 
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1. Gold has no yield 
 

–    No physical money has a yield 
–    Yield is paid to compensate for risk taken 
–    Cash v deposit 
–    No credit risk 

 
 
2. Gold has no industrial utility 
 

–    Not subject to supply and demand based on industrial activity 
–    It is money, not an industrial commodity 
–    It is a precious metal not an industrial metal  

 
 



NewPlats Exchange Traded Fund 
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Despite their similarities, Platinum is quite different from Gold 
 

•   10% of world gold production – trades at a premium 
 

•   Has utility – price very sensitive to supply and demand due to industrial use 
 
•   Speculative – precious- and industrial metal 
 
•   Defensive but more volatile than gold 
 
•   65% correlation with gold 

–Diversification benefit of holding both 

 



NewFunds ILBI ETF 
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•   Tracks the performance of the Barclays SA ILBI Total Return Index    
 
•   Designed to provide a real return over inflation (currently ~2.5%) 

–   equities and gold do an ok job over the long-term only 
 
•   Capital : nominal amount increases based on printed inflation 

–    good for preserving real wealth 
 
•   Income : coupon is based on adjusted nominal 

–    good for hedging inflation linked expenses 
 
•   Not for taking a view on inflation! 

–   designed to make you indifferent to inflation 
 

•   Watch the real yield! 

 
 
  



Trends in Equity Index Products 
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•   Smart Beta is the hot topic 
 

–   Constituents selected by parameters other than market capitalisation 
–   Low Volatility, Momentum, Value, Growth are most popular 
 
 

•   NewFunds has designed proprietary  indices  - Momentum, Value, Low Volatility 
 
 
•   Differentiator from Competitors? Indices not weighted by market cap 
 

–   Weighted according to inverse of Shares volatility 
–   Each share contributes equally to portfolios risk, as measured by volatility 
–   Equal Risk Contribution 
 

 
 

 



Rules-Based Asset Allocation 
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•   Indices to manage equity risk 
 
 
•   Target Volatility Indices – allocate to equity and cash 
 
 
•   Proportions determined by  Target Volatility relative to investor chosen volatility 
 

 



Thank You! 
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Disclaimer 
This brochure/document/material/report/communication/commentary (this commentary) has been prepared by the corporate and investment banking division of Absa Bank 
Limited – a registered bank in the Republic of South Africa with company registration number: 1986/004794/06 and with its registered office at: Absa Towers West, 15 Troye 
Street, Johannesburg, Republic of South Africa (Absa). Absa is regulated by the South African Reserve Bank. Absa has issued this commentary for information purposes only 
and You must not regard this as a prospectus for any security or financial Product or transaction. Absa does not expressly, tacitly or by implication represent, recommend or 
propose that the securities and/or financial or investment Products or services (the Products) referred to in this commentary are appropriate and/or suitable for Your particular 
investment objectives or financial situation or needs. This commentary is not, nor is it intended to be, advice as defined and/or contemplated in Financial Advisory and 
Intermediary Services Act, 37 of 2002, (FAIS Act) or any other financial, investment, trading, tax, legal, accounting, retirement, actuarial or other professional advice or service 
whatsoever (advice). You have to obtain Your own advice prior to making any decision or taking any action whatsoever based hereon and Absa disclaims any liability for any 
direct, indirect or consequential damage or losses that You may suffer from using or relying on the information contained herein even if notified of the possibility of such 
damage or loss and irrespective of whether or not You have obtained independent advice. This commentary is neither an offer to sell nor a solicitation of an offer to buy any of 
the Products, which shall always be subject to Absa’s internal approvals and a formal agreement between You and Absa. Any pricing included in this commentary is only 
indicative and is not binding as such on Absa. All the risks and significant issues related to or associated with the Products are not disclosed and therefore, prior to investing or 
transacting, You should fully understand the Products and any risks and significant issues related to or associated with them. The Products may involve a high degree of risk 
including, but not limited to, the risk of (a) low or no investment returns, (b) capital loss, (c) counterparty or issuer default, (d) adverse or unanticipated financial market 
fluctuations, (e) inflation and (f) currency exchange. The value of any Product may fluctuate daily as a result of these risks. Absa does not predict actual results, performances 
and/or financial returns and no assurances, warranties or guarantees are given in this regard. The indicative summaries of the Products provided herein may be amended, 
superseded or replaced by subsequent summaries without notice. The information, views and opinions expressed herein are compiled from or based on trade and statistical 
services or other third party sources believed by Absa to be reliable and are therefore provided and expressed in good faith. Absa gives no recommendation, guide, warranty, 
representation, undertaking or guarantee concerning the accuracy, adequacy and/or completeness of the information or any view or opinion provided or expressed herein. Any 
information on past financial returns, modeling or back-testing is no indication of future returns. Absa makes no representation on the reasonableness of the assumptions 
made within or the accuracy or completeness of any modeling or back-testing. All opinions, views and estimates are given as of the date hereof and are subject to change 
without notice. Absa expressly disclaims any liability for any damage or loss as a result of errors or omissions in the information, data or views contained or expressed herein 
even if notified of the possibility of such damage or loss. Absa does not warrant or guarantee merchantability, non-infringement of third party rights or fitness for a particular 
use and/or purpose. Absa, its affiliates and individuals associated with them may (in various capacities) have positions or deal in securities (or related derivative securities), 
financial Products or investments identical or similar to the Products. Absa intends to make this commentary available in South Africa to persons who are financial services 
providers as defined in the FAIS Act, as well as to other investment and financial professionals who have professional experience in financial and investment matters. You 
should contract and execute transactions through an Absa Bank Limited branch or affiliate in Your home jurisdiction unless local regulations permit otherwise. Absa Bank 
Limited is a licensed Financial Services Provider. Absa has taken no action that would permit a public offering of the Products in any jurisdiction in which action for that purpose 
is required. The Products shall only be offered and the offering material shall only be distributed in or from any jurisdiction in circumstances which will result in compliance with 
any applicable laws and regulations and which will not impose any obligation on Absa or any of its affiliates. In this commentary reference is made to various indices. The 
publishers and sponsors of those indices (the publishers and sponsors) do not endorse, sponsor or promote the Products and make no warranty, guarantee, representation or 
other assurance (express, tacit or implied) relating to the indices. The publishers and sponsors make no warranties (including merchantability and fitness for purpose). The 
publishers and sponsors shall not incur any liability in respect of any damage or loss that You may suffer as a result of investing in a Product even if notified of the possibility of 
such damage or loss. The publishers and sponsors may amend the composition or calculation of indices and have no obligation to have regard to Your or Absa’s need in this 
regard. The information and views contained in this commentary are proprietary to Absa and are protected by copyright under the Berne Convention. In terms of the Copyright 
Act, 98 of 1978, as amended, no part of this commentary may be reproduced or transmitted in any form or by any means, electronic or mechanical, including photocopying, 
electronic scanning, recording, or by any information storage or retrieval system, without the prior permission in writing from Absa. The illegal or attempted illegal copying or 
use of this information or views may result in criminal or civil legal liability. 

 

Absa Capital, a division of Absa Bank Limited, Reg. No. 1986/004794/06. Authorised Financial Services Provider. Registered Credit Provider, Reg. No. NCRCP7. 
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