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8 March 2021 

Dear Investor  

 

 

RE: Ballot for amalgamation  

 

The purpose of this letter is to communicate details of the: 

• Proposed amalgamation of Nedgroup Investments XS Select Guarded Fund of Funds and the 

Nedgroup Investments Private Wealth Cautious Fund into the Nedgroup Investments Private 

Wealth Defensive Fund of Fund (the amalgamated Portfolio); and 

• The name change of the Nedgroup Investments Private Wealth Defensive Fund of Fund to 

Nedgroup Investments Select Defensive Fund of Fund. 

 

As an investor, you can vote in favour of, or against this proposal.  

 

 

Rationale for proposed amalgamation 

 

The Nedgroup Investments Private Wealth Fund of Funds (FoF) range was launched in 2004 for the client 

channel Nedbank Private Wealth. It is a range of three actively managed, multi-asset solutions, which mainly 

follow a specialist building block-approach. Nedgroup Asset Management is used as the foundation of each 

asset class and are complemented by selected fund managers that together aim to consistently achieve the 

defined investment outcomes.  

 

The Xchange Solutions (XS) Select Fund of Funds (FoF) range was launched in November 2006 and was 

designed for Nedbank Financial Planning (NFP). The XS Select Fund of Funds range consists of simple, low-

cost investment solutions that offer broad diversification across asset classes, fund managers and investment 

strategies. The XS Select FoF range consists of an equally weighted blend of five underlying managers, one of 

which is passive. 

 

As part of an initiative to streamline and reduce overall cost, the Multi-Manager team is proposing a single 

amalgamated range to be managed according to the current style of the Select FoF range.  

 

As a result of the above-mentioned fund range mergers, the new single range will have three solutions on offer 

in the (ASISA) South Africa multi-asset low equity fund category, namely: 

• Nedgroup Investments XS Select Guarded FoF 

• Nedgroup Investments Private Wealth Defensive FoF 
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• Nedgroup Investments Cautious Fund 

 

We would like to collapse these three funds into a single solution by amalgamating the Nedgroup Investments 

Cautious Fund and Nedgroup Investments XS Select Guarded FoF into the Nedgroup Investments Private 

Wealth Defensive FoF. 

 

 

The Nedgroup Investments Private Wealth Cautious fund was launched in May 2004 and has only raised 

R44mil in assets since. At this small asset size, it is difficult to manage the fund in a cost-efficient manner. As a 

result, we propose that this fund is amalgamated with the Nedgroup Investments Private Wealth Defensive FoF 

as this fund: 

• is classified within the same (ASISA) category, namely SA Multi-Asset Low Equity; 

• is subject to the same exposure limit and supplemental deed constraints; 

• is already at a sustainable fund size of more than R 400 million, and; 

• will become the house view solution for Nedbank Wealth within this risk category. 

 

 

The Nedgroup Investments XS Select Guarded FoF was launched for the NFP client channel in November 

2006 and falls within the same (ASISA) fund category as the Nedgroup Investments Private Wealth Defensive 

FoF. The Nedgroup Investments Private Wealth Defensive FoF was launched in May 2004 and has been 

managed by Trevor Garvin, Head of Nedgroup Investments Multi-Manager, since its inception.  In order to 

simplify choice for Nedbank Wealth and their clients, we propose that the Nedgroup Investments XS Select 

Guarded FoF is also amalgamated with Nedgroup Investments Private Wealth Defensive FoF, as: 

 

• both these funds are subject to the same exposure limits and supplemental deed constraints; 

• the term ‘Defensive’ is in line with Nedbank Wealth’s risk category descriptions and the preferred naming 

convention going forward, and; 

• the Nedgroup Investments Private Wealth Defensive FoF offers the longest track record for clients and 

prospective clients to review the portfolio manager. 

 

 

Please refer to Table A below for a comparison of the Portfolios investment policy.   

 

Table A  

 

  
XS Select Guarded 

Fund of Funds 
Private Wealth 
Cautious Fund 

Private Wealth 
Defensive Fund of 

Funds 
Impact of difference 

Investor profile 

Seek to secure, in 
real terms, the steady 
growth of income as 
well as the 
preservation of 
capital. 

Seek to secure the 
steady growth of 
income and 
preservation of capital 
in real terms 

Seek a degree of 
income and real 
capital growth 
objectives 

The investment objective will remain a 
combination of income and capital 

growth, alongside capital preservation 

Target return 
Inflation + 3% over 
rolling 3 years 

CPI+3% over a rolling 
three-year period 

Inflation + 2 - 4% per 
annum after fees over 
rolling 3-year periods. 

A set target of inflation + 3% will 
change to a range of inflation + 2% - 
4%, measured over the same period. 
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Risk profile Low (2 out of 5) Low (2 out of 5) Low (2 out of 5) None 

Time horizon Minimum 3 years Minimum 3 years Minimum 3 years None 

Benchmark 
Inflation + 3% over 
rolling 3 years 

20% FTSE/JSE 
SWIX40, 12.5% ALBI, 
10% SAPY, 37.5% 
STEFI, 20% 
International 
Composite 

Inflation + 2 - 4% per 
annum after fees over 
rolling 3-year periods. 

In addition to an inflation-plus 
performance target, the NPW 

Cautious fund also uses a blend of 
market indices to measure its 

performance against. This change in 
benchmark will, however, not impact 
the investment objective as the target 
return – which is linked to the level of 
equity allowed – remains unchanged. 

ASISA 
classification 

South African Multi 
Asset Low Equity 

South African Multi 
Asset Low Equity 

South African Multi 
Asset Low Equity 

None 

Income 
distribution 
frequency 

Quarterly Quarterly Quarterly None 

Regulation 28 
compliant 

Yes Yes Yes None 

Direct foreign 
exposure 
allowed 

Yes Yes Yes None 

Maximum 
Equity 
exposure 

50% 40% 40% 

None, as the XS Select Guarded FoF 
has been managed in accordance with 

it’s (ASISA) category’s maximum 
allowed equity exposure of 40% since 

inception. 

Domestic 
equity stock 
selection (this 
sector of the 
market 
includes listed 
property) 

The portfolios may 
consist of a 
combination of equity 
– stock selection up 
to the discretion of the 
asset manager 

A concentrated 
portfolio of 25-30 
stocks that are 
reflective of the South 
African equity house-
view. Similarly, within 
the South African 
listed property 
portion, a 
concentrated portfolio 
of approximately 8-10 
shares will be held 
which represent the 
South African listed 
property house-view.   
 

The portfolios may 
consist of a 
combination of equity 
– stock selection up 
to the discretion of the 
asset manager 

Portfolio construction is up to the 
discretion of the asset manager of the 

fund – which remains Nedgroup 
Investments Advisors. The destination 
fund (Private Wealth Defensive Fund 
of Funds) being a Fund of Funds will 

consist of a selection of asset 
managers – each using their unique 
and complimentary stock selection 

investment style. The NPW Cautious 
fund as a single fund exposed clients 

to only the Nedgroup Investments 
Asset Management team. 

Preference 
share exposure 

Up to the discretion of 
the asset manager 

Investment in bank 
and corporate 
preference shares will 
be made using our 
10-year track record 
in preference share 
selection. 

Up to the discretion of 
the asset manager 

Portfolio construction is up to the 
discretion of the asset manager of the 

fund – which remains Nedgroup 
Investments Advisors. The destination 
fund (Private Wealth Defensive Fund 
of Funds) being a Fund of Funds will 

consist of a selection of asset 
managers – each using their unique 
and complimentary stock selection 

investment style. The NPW Cautious 
fund as a single fund exposed clients 

to only the Nedgroup Investments 
Asset Management team. 

Fund type Fund of Funds Fund Fund of Funds 

The NPW Cautious Fund will change 
from being managed by one asset 

manager only, to being a well-
diversified blend of various asset 

managers. 

Asset manager 
Nedgroup Investment 
Advisors 

Nedgroup Investment 
Advisors 

Nedgroup Investment 
Advisors 

None 
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Full details of the investment policies of the impacted Funds can be found in Addendum 1. 
 

 

How the amalgamation will affect your investments 

 

Apart from the differences in investment policy highlighted above, Section 99 of the Collective Investment 

Schemes Control Act (“the Act”) determines that where investments of any investor of one unit trust portfolio are 

absorbed into another unit trust portfolio, the investor will be issued with replacement units in the amalgamated 

unit trust portfolio. The value of the replacement units will not be less than the market value of the units held 

pre-amalgamation (except possibly due to normal market movements), although the actual number of units held 

by the investor may change. The newly amalgamated unit trust portfolio will determine future performance and 

Net Asset Value pricing. 

 

 

Income distributions 

 

There will be no change to the income distribution frequency for investors as all three Fund currently distribute 

quarterly. 

 

A special income distribution will be processed for both Funds prior to the amalgamation and income 

will be reinvested or paid out in accordance with your selected preference. 

 

 

Impact on investors in the Nedgroup Investments XS Select Guarded Fund of Funds 

 

The amalgamation will have no impact on existing fees and charges.  However, as both portfolios have different 

classes of units for which there are different fees and charges; depending on the type of investor that you are, 

we may need to switch your investment into a newly created class, as per the table below, within the 

amalgamated Portfolio. 

 

 

Pre-amalgamation Post-amalgamation  

XS Select Guarded Fund of Funds Select Defensive Fund of Funds  

Class Fund management fee (excl VAT) Class Fund management fee (excl VAT)  

A 
1.35%  

(incl a 1.00% FP fee) 
C 

1.35% 

(incl a 1.00% FP Fee) 
- 

B 
1.65%  

(incl a 0.60% LISP rebate & a 0.75% FP Fee) 
A1 

0.20% 

 (LISP rebate and FP fee will fall away) 
 

B2 0.20% A1 0.20% - 

C 0.35% A  0.35% - 

C1 0.50% A2 0.50% - 
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Impact on investors in the Nedgroup Investments Private Wealth Cautious Fund 

 

The amalgamation will result in the following decreases in the Fund management fees and charges and you will 

be switched into the same class in the amalgamated Portfolio to ensure consistency and alignment with our 

competitors. 

 

Pre-amalgamation Post-amalgamation  

Private Wealth Cautious Fund Select Defensive Fund of Funds   

Class Fund management fee (excl VAT) Class Fund management fee (excl VAT)  

A 0.95% S 0.40%  

A1 0.50% S 0.40%  

A2 0.65% S 0.40%  

 

 

Impact on investors in the Nedgroup Investments Private Wealth Defensive Fund of Funds 

 

Investors currently within the Nedgroup Investments Private Wealth Defensive Fund of Funds will remain in the 

same unit class post-amalgamation.  

 

We propose that the Nedgroup Investments Private Wealth Defensive Fund of Funds name is changed 

to Nedgroup Investments Select Defensive Fund of Funds. 

 

 

Effective date of the amalgamation and name change 

 

The effective date of the amalgamation of the Nedgroup Investments XS Select Guarded Fund of Funds and 

Nedgroup Investments Cautious Fund the Nedgroup Investments Private Wealth Defensive Fund of Funds will 

be 4 June 2021, provided that the necessary consent is obtained from investors.   

 

The effective date of the name change from Nedgroup Investments Private Wealth Defensive Fund of Funds to 

the Nedgroup Investments Select Defensive Fund of Funds will be 4 June 2021, provided that the necessary 

consent is obtained from investors. 

 

 

Action required 

 

The Act protects the interests of investors on amendments and the Act determines that all investors in the unit 

trust portfolios affected by amendments must be advised in writing of the details of the proposals and can vote 

in favour of, or against the proposals.   
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For an amalgamation of portfolios section 99 of the Act requires the consent of investors holding a majority 

in value of units in each portfolio. Should we not receive your vote, or should you decide not to reply, it will be 

deemed that you have voted in favour of the amalgamation. 

Investors will be reassured to know that the Trustees of the Nedgroup Collective Investments Scheme (approved 

by the Financial Sector Conduct Authority in terms of the Act), being the Standard Bank of SA Limited have 

formally consented to the proposed amendment as set out in this letter. 

 

Please complete, sign and return by post the enclosed ballot form to our auditors, Deloitte, in the accompanying 

pre-paid, self-addressed envelope or via email to Nedgroupinvestments@deloitte.co.za. Please note that the 

form must reach our auditors by midnight on 23rd April 2021. All ballots date-stamped 23rd April 2021 or before 

will be accepted for three working days after the cut-off date and will be included in the audit process. 

 

 

What are your options? 

 

Should you not be comfortable with this proposal, you may either: 

1. Vote against the proposal; 

2. Switch your investment to one of the other Nedgroup Investments unit trust portfolios at no switching 

fee if we are in receipt of your switching instruction before 4th June 2021, and provided that the unit 

trust portfolio switched to is not closed for additional investment, or 

3. Sell your unit trust investment at the ruling Net Asset Value price, as defined in the Main Deed. 

 

However, on deciding to switch or sell your participatory interests, a Capital Gains Tax event is triggered 

and must be considered in your tax return. 

 

If you choose not to switch or sell your unit trust investment prior to the effective date of the amalgamation, then 

the proposals as set out in this letter (to the extent that investors approve them) will automatically apply to your 

unit trust investment. 

 

 

We recommend that you vote in favour of this proposed amalgamation.  While the asset value of the 

Nedgroup Investments Private Wealth Defensive Fund of Funds will be increased by the amalgamation 

it will not negatively impact investors and we believe that the proposal is appropriate for unitholders in 

the Nedgroup Investments XS Select Guarded Fund of Funds and Nedgroup Investments Private Wealth 

Cautious Fund as a result of the close match to the portfolio’s benchmark and objectives. The Nedgroup 

Investments XS Select Guarded Fund of Funds and Nedgroup Investments Private Wealth Cautious 

Fund will cease to exist upon amalgamation. 
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For more information 

 

Should you wish to know more about the amendment proposal, please contact your financial planner or call our 

Client Service Centre on 0860 123 263 (within RSA) or +27 21 416 6011 (outside of RSA). 

 

We thank you for your on-going support and look forward to your response. 

 

Yours faithfully 

 

 
 

Nic Andrew 

Head: Nedgroup Investments 
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Addendum 1: Current investment policies of the impacted Funds 

 

XS Select Guarded Fund of 
Funds 

Private Wealth Cautious Fund Private Wealth Defensive Fund 
of Funds 

• The investment objective of the 
portfolio is to seek to secure, in 
real terms, the steady growth of 
capital.  
 
 
 
 
 

• Investments to be included in the 
portfolio will, apart from assets in 
liquid form, consist solely of 
participatory interests of at least 
two portfolios of collective 
investment schemes registered in 
the Republic of South Africa or 
operated in territories with a 
regulatory environment, which is 
to the satisfaction of the manager 
and the trustee, of a sufficient 
standard to provide investor 
protection at least equivalent to 
that in South Africa.  
 
 
 

• The portfolios may consist of a 
combination of equity, asset 
allocation, fixed interest and real 
estate portfolios. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

• The investment objective of the 
Nedgroup Investments Private 
Wealth Cautious Fund is to seek to 
secure the steady growth of income 
and preservation of capital in real 
terms and targets a total return of 
CPI+3% over a rolling three-year 
period. 
 

• In order to achieve this objective 
the investments to be acquired 
for the Nedgroup Investments 
Private Wealth Cautious Fund will 
cover the full spectrum of 
securities and may comprise a 
combination of assets in liquid 
form, money market instruments, 
interest bearing instruments, 
bonds, debentures, corporate 
debt, equity securities, property 
securities, preference shares, 
convertible equities, derivatives, 
non-equity securities and listed 
and unlisted financial 
instruments. 

 

• Within the domestic equity 
portion of the fund, the Nedgroup 
Investments Private Wealth 
Cautious Fund will hold a 
concentrated portfolio of 25-30 
stocks that are reflective of the 
South African equity house-view. 
Similarly, within the South African 
listed property portion, a 
concentrated portfolio of 
approximately 8-10 shares will be 
held which represent the South 
African listed property house-
view. 

 

• Investment in bank and corporate 
preference shares will be made 
using our 10-year track record in 
preference share selection. South 
African fixed income securities 
will involve select holdings in SA 
Government, quasi-government 
and corporate paper that reflects 
our view on duration, credit 
quality and yield. 

 

• The investment policy of the 
Nedgroup Investment Select Equity 
Fund of Funds is to seek to secure 
the steady growth of income and 
limited capital growth. 

 
 
 
 

• The Investments to be included in 
the Nedgroup Investments Private 
Wealth Defensive  Fund of Funds 
will, apart from assets in liquid form, 
consist solely of participatory 
interests of at least two (2) portfolios 
of collective investment schemes 
registered in the Republic of South 
Africa or operated in territories with 
a regulatory environment, which is 
to the satisfaction of the manager 
and the trustee, of a sufficient 
standard to provide investor 
protection at least equivalent to that 
in South Africa 
 
 

• The portfolios mentioned in 3.2 may 
consist of apart from assets in liquid 
form, a combination of equity, 
property and non-equity securities 
portfolios  
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• The net equity asset allocation of 
the portfolio may be up to a 
maximum of 50% of the aggregate 
market value of the portfolio. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

• The allocation of investments to 
be included in the portfolio will be 
appropriate for retirement funds.  
 

 

• The allocation to assets for the 
Nedgroup Investments Private 
Wealth Cautious Fund will be 
actively managed on a bottom-up, 
valuation-based approach where the 
expected returns of individual assets 
and asset classes determine the 
relative allocations. 

 

• The Manager will be permitted to 
invest on behalf of the Nedgroup 
Investments Private Wealth 
Cautious Fund in international 
securities. 

 

• The maximum effective equity 
exposure (including international 
equity) of the Nedgroup Investments 
Private Wealth Cautious Fund will 
not exceed 40%.   

 

• The Manager may also invest in 
participatory interests or any 
other form of participation in 
portfolios of collective investment 
schemes or other similar 
collective investment schemes as 
the Act may allow from time to 
time, and which are consistent 
with the portfolio’s investment 
policy. Where the aforementioned 
schemes are operated in 
territories other than South 
Africa, participatory interests or 
any other form of participation in 
portfolios of these schemes will 
be included in the portfolio only 
where the regulatory environment 
is, to the satisfaction of the 
manager and the trustee, of 
sufficient standard to provide 
investor protection at least 
equivalent to that in South Africa. 

 

• The allocation of investments to be 
included in the portfolio will be 
appropriate for retirement funds.  
 

 
 
 
 
 
 
 
 
 
 

• The Manager will be permitted to 
invest on behalf of Nedgroup 
Investments Private Wealth 
Defensive Fund of Funds in offshore 
investments as legislation permits. 

 

• The equity asset allocation of the 
portfolio will be typically below 40% 
of the aggregate market value of the 
portfolio. 

 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

• The allocation of investments to be 
included in the portfolio will be 
appropriate for retirement funds. 
 

 


