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How do you know an investment
manager is walking the ESG talk?
MIKE ADSETTS
Deputy Chief Investment Officer
at Momentum Investments

D

uring my career in investments
over the last two decades, there
have been some key trends that
have shaped the industry. A focus on fees,
the impact of the Financial Advisory and
Intermediary Services Act (FAIS), and the
rise of passive and smart beta investing
are just a few that come to mind. Over

the last decade, taking environmental,
social and governance (ESG) factors into
consideration has also become far more
central in investment decisions.
In South Africa, the ESG frontrunner was
the governance factor but, over the years,
the environmental and social factors have
also risen to prominence. The impact of
climate change is becoming increasingly
apparent for all to see, and the deep levels
of inequality in South Africa have made
these factors impossible to ignore.
Globally, we have seen the massive rise
in ESG themed investing, with Bloomberg
estimating that at the end of 2021, $37.8tn1
was invested in ESG themed funds.
In the South African market, ESG has
followed a trajectory of integration rather
than through specialist funds. There
are some key features locally that have
made this the appropriate mechanism.
One of the main drivers has been the
regulatory environment. The Financial
Sector Conduct Authority (FSCA) pushes
institutional investors (mostly retirement
funds) to incorporate ESG considerations

in their Investment Policy Statements.
Regulation 28 of the Pension Funds Act
also promotes responsible investing of
fund assets.
The SA investment industry (excluding
the global allocation of portfolios) has
a rather limited universe of investment
opportunities compared to the global
investment landscape. This materially
limits the ability to have specialist ESG
funds that focus on a specific ESG factor.
The South African industry has largely
moved to a space of integration – the
preference of funds is to integrate and
demonstrate ESG into their main portfolios
rather than approach it as a bolt-on strategy.
Integration is the far more appropriate
way to address ESG, which ultimately
has the greatest impact. However,
‘greenwashing‘ or masquerading
investments as having an ESG angle when
it does not, is also a temptation.
Two factors are important to assess
whether there is real substance to the ESG
approach: intentionality and evidence.
Intentionality means that the goal must be

stated upfront. Investing in clean energy
infrastructure after defining climate action
as an area to be addressed in a fund, is a
good example of intentionality. Evidence
covers the domain of reporting and tangible
evidence. Public disclosure of proxy voting
records when addressing governance
issues is a good example of this.
At Momentum Investments, we follow
an integrated approach and publish our
Sustainability report as evidence of the
achievements and challenges we face in
addressing ESG in our portfolios.
I would encourage readers to seek out
this type of reporting when evaluating
whether their selected investment
managers are walking the ESG talk. ESG
is ultimately about not just addressing the
investment returns of investors but also
shaping the world within which they live.
We live this every day in our portfolios
because with us, investing is personal.
https://www.bloomberg.com/news/articles/2022-02-03/esg-bythe-numbers-sustainable-investing-set-records-in-2021
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Those who fought well did not lose
REUBEN BEELDERS
Chief Investment Officer
at Gryphon

T

he Art of War by Sun Tzu was
written over 2 000 years ago during
a period of prolonged civil warfare.
Taking a rational rather than emotional
approach to the problem of conflict, Sun
Tzu showed how understanding conflict
could lead not only to its resolution but
even to its avoidance altogether.
The insights offered by this ancient
wisdom provide context for Gryphon’s
investment philosophy. At the risk
of sounding arrogant, we offer this
intelligence to provide succour for the
patience and trust required to remain
steadfast when circumstances are beyond
challenging. These philosophical insights
also underscore the importance of
preparation for overreaction.
In ancient times, those who governed

MEGAN FRASER
Head: Sales & Marketing
at Gryphon

well did not arm, those who were armed
well did not set up battle lines, those who
set up battle lines well did not fight, those
who fought well did not lose, and those
who lost well did not perish.
It is the unemotional, reserved, calm,
detached warrior who wins; not the
hothead seeking vengeance and not the
ambitious seeker of fortune.
Investors in Gryphon’s multi-asset
funds are best served by having a clear
understanding of and confidence in our
philosophy. Most notably, and a significant
differentiator, the funds will either be fully
exposed to equities or will hold no equities
at all, depending on market conditions. The
funds exited equities in August of 2018 and,
while they’ve remained ‘equity-free’ since,
they did take on additional risk in April

2020 in the form of bonds, which were
held for just over 12 months.
There have been good days and there
have been difficult days but remaining true
to our philosophy is the only lifeline, the
only certainty, that we can offer investors.
The secret ingredient is time – given the
space to allow this philosophy to manifest
is made more difficult if one is constantly
comparing it to other funds; it’s like
buying an Android phone and constantly
evaluating how it performs compared to
an iPhone – the only certainty is distress
and frustration.
Relative rankings should be served with
large doses of anti-nausea medication: as
at end-April 2022, the Gryphon Prudential
Fund ranks 7/160 over five years, 160/198
over one year, and 3/201 over three
months. This is not reflective of the volatile
performance of the fund, more that we
tend to be the fulcrum around which our
peers swivel. For the investor who draws
comfort from relative rankings, this fund
will undoubtedly cause anxiety; for the
investor who understands that inflationbeating returns are best achieved by
protecting capital, welcome aboard – no
seatbelt required.
We remain fully invested in local
and international cash, 55% and 45%
respectively. Albeit the wisdom of the ages
is perpetually appropriate, there are two
contemporary quotes by Warren Buffet
that are integral to our investment process:
• There are two rules in investing: the
first rule is not to lose money, and the
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second rule is not to forget the first rule.
• Be fearful when others are greedy and
be greedy when others are fearful.
For some time now, our view has been
that this wisdom is best served by being in
cash – our investor’s wealth is protected,
but when opportunity presents itself, we
will respond with alacrity.
In conclusion, a final quotation from

“There are two rules
in investing: the
first rule is not to
lose money and the
second rule is not to
forget the first rule”
Sun Tzu, “Seeing what others do not see
is called brilliance, knowing what others
do not know is called genius.” We have
neither brilliance nor genius. There is
nothing we see that others do not see,
and there is nothing we know that others
do not know – we all have access to
the same information. What we do have
is a philosophy that we trust and hold
sacrosanct – it does not follow the road
most travelled, and the view is not always
clear at the time. But allow time, and the
view will come into focus, and your trust
and patience will be rewarded.
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