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Table 1 below shows the performance of the major JSE indices in the third quarter of this year.  

The best performing indices were the Morgan Stanley Composite (MSCI) World index (in rands) 

and the SA Listed Property (SAPY) index.  The Government (ALBI) bond index also showed positive 

returns.  By contrast, most major local equity market indices fell during the past 3 months, 

reflecting some change in sentiment affecting local equity markets during the quarter.   

 

Table 1 

Third Quarter 2014 – Main Index Review 

(Total returns with dividends reinvested) 

(period ended 30 September 2014) 

 3 Months 12 Months 

FTSE/JSE SA Property (SAPY) Index 7,22% 15,13% 

MSCI World Index (rands) 4,07% 22,76% 

All Bond (ALBI) Index 2,21% 5,79% 

FTSE/JSE Financial 15 Index 0,40% 22,77% 

FTSE/JSE Industrial 25 Index (1,05%) 17,14% 

FTSE/JSE All Share Index (2,13%) 15,44% 

FTSE/JSE Top 40 Index (2,87%) 15,24% 

FTSE/JSE Resources 10 Index (6,63%) 8,71% 

Source: JSE/Profile Data (30/9/2014) 

 

The positive one-year returns of the main indices still remain intact, but the market correction 

might still work through into the fourth quarter of 2014.  

 

New Capital Raised 

Listing of new securities by ETF companies on the JSE slowed in the third quarter, but still a net 

R1 441,3 million was raised in new capital.  Most prominent was the Standard Bank Palladium ETF, 

which issued R1 197,6 million in new securities, with the Absa Capital NewGold Palladium ETF, also 

raising R258 million in new capital.  Commodity based ETFs, which are physically backed by 100% 

holdings of bullion bars, are the most popular ETF products in the local market, increasingly being 

used by institutional investors as a means of gaining exposure to the resources asset class in 

preference to mining shares.  

 

Equity backed ETFs which raised further capital in the third quarter included the DBX Tracker USA 

ETF (R60,2 million) and DBX Tracker World ETF (R111,6 million).  The Bettabeta EWT 40 ETF, 

which equally weights the top 40 shares on the JSE, attracted R153,2 million in new capital, much 

of it apparently from its secondary listing on the Botswana Stock Exchange.   



2 

 

Some redemptions took place during the second quarter in the NewGold ETFs and NewGold 

Palladium ETFs, which reduced the net capital raised figure somewhat, but still an increase of 

R1,44 billion in capital, indicates that the ETP industry, despite a difficult 3 month period, is 

continuing to power ahead.   

 

For the year as a whole to end-September 2014, R31,5 billion in new capital has been raised by 

the ETP industry in South Africa, which means that it is increasingly competitive with the active 

management industry in attracting new business.   

 

Index Tracking ETFs versus Index Tracking Unit Trusts 

There has been renewed activity by the active asset management industry to enter the passive 

investment management field by issuing passive index tracking unit trusts over the past few 

quarters.  Sanlam, for instance, using the Satrix brand, which is well known for its ETFs, have 

started four new passive unit trusts in the past few months and Sygnia have also introduced two 

new passive unit trust tracker funds.  

 

If is, of course, perfectly feasible to offer index tracking products under a unit trust licence, which 

enables the asset management company to piggy-back on the established distribution networks 

and transaction platforms for their other actively managed unit trusts, so by-passing the need to 

develop any new infrastructure required to support exchange traded products.   

 

In more developed markets, such as the United States, some 70% of new retail investment 

products is now flowing into index tracking mutual funds or ETFs, particularly ETFs.  It therefore 

makes sense for the South African investment product providers to at least get their feet wet by 

exploring the index tracking market on a progressive basis.  Back in 2009, there were only 7 index 

tracking unit trusts, this has now risen to 19.  The index tracking ETP industry has grown even 

faster, from 23 products at the end of 2009 to over 70 products today, and from R27 billion assets 

under management in 2009 to R100 billion at present.  

 

Table 2 shows the comparative performance of the best performing index tracking unit trusts and 

ETFs over periods of 3 and 5 years, where such products track the same index.  

 

Comparative Performances 

Index tracking unit trusts and ETFs (total return*) 

FTSE/JSE Top 40 Index Trackers 
1 Year 

3 Years 

(% p.a.) 

5 Years 

(% p.a.) 

ETFs     

Satrix SWIX Top 40 ETF 16,87% 22,78% 18,11% 

RMB Top 40 ETF 14,90% 22,04% 17,59% 

Unit Trusts    

Kagiso Top 40 Tracker Fund 14,27% 21,38% 16,96% 

Stanlib ALSI 40 Fund 14,68% 21,67% 16,67% 

* Total return with dividends reinvested.   

Source: Profile Data/etfSA.co.za (30/9/2014) 
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The index tracking ETFs have a perceptible performance advantage, which tends to widen in their 

favour over time.  To what can this be attributed?  

 

• ETFs tracking the Top 40 index have a total expense ratio (TER), on average, of 0,33% 

(33bps) compared with 0,77% (77bps) average TERs for index tracking unit trusts.  Over 

time, this cost advantage becomes significant.  

 

• JSE Rules require ETFs to exactly replicate the index they are tracking, because the Rules 

require that “physical swaps” between the ETF and the underlying basket of index 

constituent securities can take place at any time.   

 

Index tracking unit trusts, by contrast, do not have this physical swap constraint as they 

can only be redeemed in cash.  So the practice for most unit trusts is to track the index by 

only holding a selection of the stocks making up the index.  These quantitative techniques 

can often work well and can give benefits in lowering costs.  However, they do add to 

volatility which leads to greater fluctuations in investment performance.  This volatility will 

show up over time and reduce performance.  

 

• The burden of carrying their share of the high overheads of the active management 

infrastructure, in staff, marketing costs, distribution networks, etc. can lead to high 

undisclosed costs for index tracking unit trusts, when the client gets their “actual” return 

statements.  ETFs are far simpler technology driven products with much lower overheads.  

 

• The issuer of an ETF does not have to do daily issues/redemptions of units in the primary 

market, unlike the index tracking unit trust issuers.  In practice, this means that the ETF 

portfolio does not have to hold any cash, as all trading in ETF units takes place through the 

JSE, as a secondary market.  So 100% of funds can be held in the index being tracked.  An 

index tracking unit trust, by contrast, has to hold a portion in cash (often 5% to 10% of the 

portfolio), to facilitate daily trades as the primary market maker.  This “cash drag” can 

affect investment performance over time.  

 

The steady growth in the passive investment management industry in South Africa is good news 

for the investor.  These products will lower overall costs, reduce standard deviation volatility, 

enhance simplicity in the industry and enable effective “blending” between active and passive 

investment mandates.  

 

The full Performance Survey of all 90 index tracking products is available on the erfSA.co.za 

website, www.etfsa.co.za  
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