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DPF Assets Reach 7 Billion Pula Mark

Fund and Market Performance –12 months to September 2017

• The Net Total Assets of the Fund were up 8.28% over the past 12 months
to 30th September, 2017.

• Global Emerging Markets returned 20.25% in BWP making it the top
performing asset class for the period.

• The MSCI World returned 16.04% in BWP during the period, making global
equities the second best performing asset class for that period.

• The Domestic Companies Index (DCI) was the worst performing sector
posting a return of -8.84% (excluding dividend income) for the 12months to
30 September, 2017.

Fund and Market Performance Commentary –Q3 2017

• The Net Total Assets were up by 3.05% for quarter ended 30th September, 2017.
• The best returns came from Global Emerging Markets which were up 8.28% for

the quarter in BWP.
• The MSCI World returned 5.22% in BWP during the quarter, making global

equities the second best performing asset class for that period.
• The Domestic Companies Index (DCI) was the worst performing sector posting

a return of -3.40% (excluding dividend income) for the quarter to 30 September, 2017.
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Economics: Botswana – Qtr. to 30 September 2017

GDP growth back on track

• The domestic economy continued to record subdued growth in Q2 2017,
registering GDP growth of 1.0% year-on-year driven by Finance & Business
Services, Construction, Trade, Hotels & Restaurants and General Government
which grew by 5.6%, 4.1%, 2.4% and 1.7%, respectively.

• All sectors recorded positive growth with the exception of Mining and
Manufacturing which contracted by 13.8% and 0.22%, respectively.

• The Pula-US Dollar exchange rate was BWP 10.30 at the end of September
2017 from BWP 10.21 at the end of June 2017, showing a slight weakening of the Pula.

• The Pula closed at 1.3118 on 29th September, 2017 against the Rand.

Interest rates & inflation

• Inflation remains at the bottom end of the Bank of Botswana’s 3% to 6%
objective range, September inflation was 3.2% y/y. Inflation has declined due to
a pullback in food inflation driven by falling bread & cereals prices.

• The Monetary Policy Committee (MPC) met once during the quarter,
maintaining the bank rate at 5.5%. The BoB also released its Medium-Term
Review of the 2017 Monetary Policy Statement. The main highlights were that
in the medium term the Bank expects inflation to breach the lower bound of its
3%-6% objective range  and  commercial banks  will  be  able  to  provide  all
government instruments as  collateral when accessing credit facilities offered by
the Bank.

Earnings season

• Earnings season commenced towards the end of the quarter, characterized by
disappointing earnings results with the Domestic Companies Index (DCI)
declining 2.1% for the quarter.

• On  the  banking  front,  FNBB  year-end  results  showed  earnings were  flat
with impairments attributable to BCL  fully provided for and staff costs
accelerated. Barclays reported a 7.5% decline in earnings on the back of declines
in interest income and trading income. Stanchart surprised the market by
reporting a loss of P57m for the interim period.

• Sefalana released disappointing FY2017 results. Although revenue increased
12%, profitability declined 19% as margins in Botswana compressed.

• CA Sales conducted a book-build and will be listing on the Main Board of the
Botswana Stock Exchange in Q4 2017. Anumber of potential listings are
expected to come to the market which is positive for liquidity and market
development going forward.

World in Review – Quarter ended 30 September 2017

United States

• The Federal Reserve raised short-term interest rates by 25 basis points to a
range between 1% and 1.25%, with one more increase forecast for the year. A
plan was outlined for the Fed to start shrinking its US$4.5 trillion portfolio of
bonds and other assets.

• The unemployment rate has fallen to 4.3%, the lowest level since 2001. The
economy added 209,000 jobs in July, higher than an expected 180,000 jobs.

• The Trump administration has proposed a tax overhaul that would cut the
company rate from 35% to 20% and simplify the tax code. The S&P 500 edged
to a record high as markets look forward to the Trump tax plan implementation.

• Improvements in consumer and business-equipment spending have powered a
US economic rebound, signaling that the eight-year expansion is broadening to
other sectors of the economy.

• The US economy is now growing at the fastest rate in two years and the
Department of Commerce has revised the annual growth rate to 3.1%.

• Hurricane Maria caused an estimated $40 billion to $85 billion in insurance
claims throughout the Caribbean, with 85 percent of those losses in Puerto Rico.

UK

• At its September meeting, the Bank of England's Monetary Policy voted to keep  
its policy rate unchanged at a historic low of 0.25%.

• Governor of the Bank of England, Mark Carney, indicated that interest rates  
could rise in the near term to reign in high levels of household debt.

Europe

• Angela Merkel was elected as Chancellor of Germany for the fourth time, but
her party performed weaker than expected and will need to undertake coalition  
discussions.

• German unemployment slid to a record low of 5.6% in September in a sign that  
Europe’s largest economy will continue to expand on the back of domestic  
spending, while the Eurozone unemployment rate stood at 9.1%.

• Eurozone inflation data came in below expectations at 1.5% for September.
• The ECB President, Mario Draghi, highlighted the expected winding down of

QE programme sighting strong positive numbers out of Europe.

Asia

• South Korean car and tourism sectors have been hurt by economic sanctions 
from Beijing in retaliation for a shield deployed by the United States to protect.  
South Korea from North Korean long range missiles.

• In August Japanese core consumer prices rose 0.7% compared with a year  
earlier, marking an eighth consecutive month of yearly increases.

South Africa

• The South African Reserve Bank decided to keep the interest rate stable.
• Although the news that the repo rate will remain unchanged was met with  

some disappointment, it boosted the rand and bonds.
• The current account deficit widened in the second quarter to 2.4% of GDP,  

from 2.0% the previous quarter. The Reserve Bank’s Quarterly Bulletin released  
on Thursday showed an increased trade surplus was offset by a larger shortfall  
on services, income and current transfer payments.

• SA’s bulk export volumes fell 7.2% year on year in August to 11.7-million  
tonnes, after surging by 34.5% in July to 15.6-million tonnes, according to  
Transnet National Ports Authority. This brought the increase for the first eight  
months of 2017 to 6.8% year on year, showing that mining and agricultural bulk  
exports are boosting the South African economy.

The third quarter of 2017 presented an exciting development when the fund assets 
growth reached a new milestone. The total assets of the Fund were valued at 
BWP7, 056,474,266.74 as at 30th September, 2017.

Portfolio 3 months to  6 months to 9 months to 12 months to 36 months to 60 months to Since  
September  September September September September   September Inception
2017 2017 2017 2017 2017 2017 (Aug 2004)

Market 3.56% 6.05% 9.29% 10.27% 9.41% 14.06% 12.96%

Conservative 2.69% 4.65% 6.29% 6.20% 7.85% 10.57% 10.67%

Pensioner 2.46% 4.23% 5.36% 5.31% 7.64% 11.50% 14.46%

Contingency 2.38% 5.14% 8.09% 8.33% 8.71% 12.75% 15.26%

Strategic Asset Allocations

Member fund credits are invested according to the life stage investment portfolio 
they belong to, i.e. Market Portfolio (53 & under) Conservative Portfolio (54-59 
near retirees) and Pensioner Portfolio (60 & above). For each investment portfolio 
there is a presumed risk appetite based on how close to retirement the member 
is. Younger members assume a higher risk for higher yields whereas conservatives 
and pensioners prioritize capital protection. The strategic asset allocation for the 
portfolios have been determined as follows:

Portfolio Growth Overtime to 30 September 2017
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Fund and Market Perfomance Review-
31 December 2018

The fourth quarter of 2018 presented a challenging development when 
the Fund assets declined after a continued spell of positive performance. 
Performance for the quarter was characterized by disappointing returns 
with Market channel performing worse off than all the other channels. 
The Net Total Assets decreased 5.22 percent from BWP 7.519 billion in 
Quarter 3 to BWP 7.141 billion in Quarter 4. The poor negative returns 
were due to weak performance in international and domestic markets. 

The Fund experienced negative performance in the final quarter of the 
year with the Market Channel declining 6.02 percent, the Conservative 
Channel falling 3.78 percent and the Pensioner Channel decreasing 4.13 
percent. On a twelve-month basis, the Fund generated positive returns 
net of investment fees with some Channels reporting negative returns 
after considering all administration expenses. Rising concerns of interest 
rate increases in major markets, monetary policy misalignment to 
economic fundamentals, and worries about a global economic slowdown 
hurt global stocks and bonds. The local equity market also contributed 
to the negative performance as the Domestic Company Index continued 
its sell off. 

Portfolio performance as at 31 Dec 2018
Fund 3 months 

to Dec 
2018

Year to 
Date Jan - 
Dec 2018

12 
months 
to Dec 
2018

36 
months 
to Dec 
2018

Since 
Inception 
(Aug 2004)

Market -6.02% 0.50% 0.50% 3.52% 11.76%

Conservative -3.78% 1.53% 1.53% 2.79% 9.79%

Pensioner -4.13% 1.43% 1.43% 2.37% 10.96%

Contingency -4.25% 1.28% 1.28% 3.35% 13.19%

The top performing asset class for the Fund was African Private Equity, 
which increased 10.08 percent (in BWP). The next top performing 
asset class for Quarter 4 was Botswana property, which returned 1.84 
percent. Property is considered a defensive asset class due to its bond 
like characteristics and ability to provide a constant dividend in the form 
of rental income. Global Bonds returned 1.35 percent while Local Bonds 
returned 1.17 percent. The worst performing asset class for the Fund was 
Global Stocks, which fell 11.96 percent.

DPF Asset Class Returns (BWP) 
Asset Class (BWP) Q3 Returns (Net) Q4 Returns (Net)

Botswana Bonds 1.02% 1.17%

Botswana Cash 0.00% -0.24%

Botswana Equities -0.41% -0.67%

Botswana Property 1.50% 1.84%

African Equities -4.37% -2.90%

African Private Equity 2.08% 10.08%

Global Bonds 1.17% 1.35%

Global Cash 1.91% 1.29%

Global Equities 6.93% -11.96%

Emerging Market Equities -1.36% -4.86%

Asset Class Returns as at 31 Dec 2018 (Benchmarks)
(BWP)

Asset Class Benchmark 1 month 
to Dec 
2018

3 
month 
to Dec 
2018

Year to 
Date 
to Dec 
2018

12 months 
to Dec 
2018

36 
months 
to Dec 
2018

Botswana 
Bonds 

Fleming 
Aggregate 
Bond Index 
(FABI)

0.58% 1.28% 4.88% 4.88% 5.56%

Botswana 
Cash 

BOBc 91 
day -1 -0.08% -0.24% 0.37% 0.37% 0.62%

Botswana 
Equities 

Domestic 
Companies 
Index (DCI) 
Price Return

-0.88% 0.21% -6.54% -11.36% -9.52%

Domestic 
Companies 
Index (DCI) 
Total Return

-0.88% 1.17% -3.95% -6.10% N/A

Global Bonds BarCap 
GABI - BWP

4.32% 2.50% 7.39% 7.39% 1.13%

 Global 
Equities

MSCI World 
- BWP

-5.52% -12.30% -0.78% -0.78% 4.68%

Global 
Emerging 
Markets 
Equties 

MSCI EM - 
BWP

-0.47% -6.28% -7.15% -7.15% 7.54%

African 
Equities

FTSE/JSE 
Africa 30-
BWP -0.07% -4.17% -1.53% -1.53% 0.36%

Exchange Rate BWP/USD 2.25% 1.29% 8.69% 8.69% -1.56%

 
Managers’ Performance

In an environment of negative performances by global managers, 
Marathon Asset Management LLP was the Fund’s better performing 
manager for Quarter 4 with a return of -8.39 percent. Southeastern Asset 
Management was the least performing manager returning -15.32 percent. 
Local equities returned -0.67 percent, the Fund underperformed the 
Botswana Stock Exchange Domestic Company Index, which increased 
0.21 percent. Over the quarter, of the two Local Equity managers, 
Investec was the top performing manager returning -0.09 percent versus 
Allan Gray, which posted a return of –1.14 percent. Of the two Local 
Bond managers, BIFM was the top performer, posting a return of 1.07 
percent for the quarter, ahead of Investec’s gain of 0.95 percent.
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DPF Assets Reach 7 Billion Pula Mark

Fund and Market Performance –12 months to September 2017

• The Net Total Assets of the Fund were up 8.28% over the past 12 months
to 30th September, 2017.

• Global Emerging Markets returned 20.25% in BWP making it the top
performing asset class for the period.

• The MSCI World returned 16.04% in BWP during the period, making global
equities the second best performing asset class for that period.

• The Domestic Companies Index (DCI) was the worst performing sector
posting a return of -8.84% (excluding dividend income) for the 12months to
30 September, 2017.

Fund and Market Performance Commentary –Q3 2017

• The Net Total Assets were up by 3.05% for quarter ended 30th September, 2017.
• The best returns came from Global Emerging Markets which were up 8.28% for

the quarter in BWP.
• The MSCI World returned 5.22% in BWP during the quarter, making global

equities the second best performing asset class for that period.
• The Domestic Companies Index (DCI) was the worst performing sector posting

a return of -3.40% (excluding dividend income) for the quarter to 30 September, 2017.
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Economics: Botswana – Qtr. to 30 September 2017

GDP growth back on track

• The domestic economy continued to record subdued growth in Q2 2017,
registering GDP growth of 1.0% year-on-year driven by Finance & Business
Services, Construction, Trade, Hotels & Restaurants and General Government
which grew by 5.6%, 4.1%, 2.4% and 1.7%, respectively.

• All sectors recorded positive growth with the exception of Mining and
Manufacturing which contracted by 13.8% and 0.22%, respectively.

• The Pula-US Dollar exchange rate was BWP 10.30 at the end of September
2017 from BWP 10.21 at the end of June 2017, showing a slight weakening of the Pula.

• The Pula closed at 1.3118 on 29th September, 2017 against the Rand.

Interest rates & inflation

• Inflation remains at the bottom end of the Bank of Botswana’s 3% to 6%
objective range, September inflation was 3.2% y/y. Inflation has declined due to
a pullback in food inflation driven by falling bread & cereals prices.

• The Monetary Policy Committee (MPC) met once during the quarter,
maintaining the bank rate at 5.5%. The BoB also released its Medium-Term
Review of the 2017 Monetary Policy Statement. The main highlights were that
in the medium term the Bank expects inflation to breach the lower bound of its
3%-6% objective range  and  commercial banks  will  be  able  to  provide  all
government instruments as  collateral when accessing credit facilities offered by
the Bank.

Earnings season

• Earnings season commenced towards the end of the quarter, characterized by
disappointing earnings results with the Domestic Companies Index (DCI)
declining 2.1% for the quarter.

• On  the  banking  front,  FNBB  year-end  results  showed  earnings were  flat
with impairments attributable to BCL  fully provided for and staff costs
accelerated. Barclays reported a 7.5% decline in earnings on the back of declines
in interest income and trading income. Stanchart surprised the market by
reporting a loss of P57m for the interim period.

• Sefalana released disappointing FY2017 results. Although revenue increased
12%, profitability declined 19% as margins in Botswana compressed.

• CA Sales conducted a book-build and will be listing on the Main Board of the
Botswana Stock Exchange in Q4 2017. Anumber of potential listings are
expected to come to the market which is positive for liquidity and market
development going forward.

World in Review – Quarter ended 30 September 2017

United States

• The Federal Reserve raised short-term interest rates by 25 basis points to a
range between 1% and 1.25%, with one more increase forecast for the year. A
plan was outlined for the Fed to start shrinking its US$4.5 trillion portfolio of
bonds and other assets.

• The unemployment rate has fallen to 4.3%, the lowest level since 2001. The
economy added 209,000 jobs in July, higher than an expected 180,000 jobs.

• The Trump administration has proposed a tax overhaul that would cut the
company rate from 35% to 20% and simplify the tax code. The S&P 500 edged
to a record high as markets look forward to the Trump tax plan implementation.

• Improvements in consumer and business-equipment spending have powered a
US economic rebound, signaling that the eight-year expansion is broadening to
other sectors of the economy.

• The US economy is now growing at the fastest rate in two years and the
Department of Commerce has revised the annual growth rate to 3.1%.

• Hurricane Maria caused an estimated $40 billion to $85 billion in insurance
claims throughout the Caribbean, with 85 percent of those losses in Puerto Rico.

UK

• At its September meeting, the Bank of England's Monetary Policy voted to keep  
its policy rate unchanged at a historic low of 0.25%.

• Governor of the Bank of England, Mark Carney, indicated that interest rates  
could rise in the near term to reign in high levels of household debt.

Europe

• Angela Merkel was elected as Chancellor of Germany for the fourth time, but
her party performed weaker than expected and will need to undertake coalition  
discussions.

• German unemployment slid to a record low of 5.6% in September in a sign that  
Europe’s largest economy will continue to expand on the back of domestic  
spending, while the Eurozone unemployment rate stood at 9.1%.

• Eurozone inflation data came in below expectations at 1.5% for September.
• The ECB President, Mario Draghi, highlighted the expected winding down of

QE programme sighting strong positive numbers out of Europe.

Asia

• South Korean car and tourism sectors have been hurt by economic sanctions 
from Beijing in retaliation for a shield deployed by the United States to protect.  
South Korea from North Korean long range missiles.

• In August Japanese core consumer prices rose 0.7% compared with a year  
earlier, marking an eighth consecutive month of yearly increases.

South Africa

• The South African Reserve Bank decided to keep the interest rate stable.
• Although the news that the repo rate will remain unchanged was met with  

some disappointment, it boosted the rand and bonds.
• The current account deficit widened in the second quarter to 2.4% of GDP,  

from 2.0% the previous quarter. The Reserve Bank’s Quarterly Bulletin released  
on Thursday showed an increased trade surplus was offset by a larger shortfall  
on services, income and current transfer payments.

• SA’s bulk export volumes fell 7.2% year on year in August to 11.7-million  
tonnes, after surging by 34.5% in July to 15.6-million tonnes, according to  
Transnet National Ports Authority. This brought the increase for the first eight  
months of 2017 to 6.8% year on year, showing that mining and agricultural bulk  
exports are boosting the South African economy.

The third quarter of 2017 presented an exciting development when the fund assets 
growth reached a new milestone. The total assets of the Fund were valued at 
BWP7, 056,474,266.74 as at 30th September, 2017.

Portfolio 3 months to  6 months to 9 months to 12 months to 36 months to 60 months to Since  
September  September September September September   September Inception
2017 2017 2017 2017 2017 2017 (Aug 2004)

Market 3.56% 6.05% 9.29% 10.27% 9.41% 14.06% 12.96%

Conservative 2.69% 4.65% 6.29% 6.20% 7.85% 10.57% 10.67%

Pensioner 2.46% 4.23% 5.36% 5.31% 7.64% 11.50% 14.46%

Contingency 2.38% 5.14% 8.09% 8.33% 8.71% 12.75% 15.26%

Strategic Asset Allocations

Member fund credits are invested according to the life stage investment portfolio 
they belong to, i.e. Market Portfolio (53 & under) Conservative Portfolio (54-59 
near retirees) and Pensioner Portfolio (60 & above). For each investment portfolio 
there is a presumed risk appetite based on how close to retirement the member 
is. Younger members assume a higher risk for higher yields whereas conservatives 
and pensioners prioritize capital protection. The strategic asset allocation for the 
portfolios have been determined as follows:

Portfolio Growth Overtime to 30 September 2017
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YOUR QUARTERLY FUND PERFORMANCE UPDATE

DPF Assets Reach 7 Billion Pula Mark

Fund and Market Performance –12 months to September 2017

• The Net Total Assets of the Fund were up 8.28% over the past 12 months
to 30th September, 2017.

• Global Emerging Markets returned 20.25% in BWP making it the top
performing asset class for the period.

• The MSCI World returned 16.04% in BWP during the period, making global
equities the second best performing asset class for that period.

• The Domestic Companies Index (DCI) was the worst performing sector
posting a return of -8.84% (excluding dividend income) for the 12months to
30 September, 2017.

Fund and Market Performance Commentary –Q3 2017

• The Net Total Assets were up by 3.05% for quarter ended 30th September, 2017.
• The best returns came from Global Emerging Markets which were up 8.28% for

the quarter in BWP.
• The MSCI World returned 5.22% in BWP during the quarter, making global

equities the second best performing asset class for that period.
• The Domestic Companies Index (DCI) was the worst performing sector posting

a return of -3.40% (excluding dividend income) for the quarter to 30 September, 2017.
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Economics: Botswana – Qtr. to 30 September 2017

GDP growth back on track

• The domestic economy continued to record subdued growth in Q2 2017,
registering GDP growth of 1.0% year-on-year driven by Finance & Business
Services, Construction, Trade, Hotels & Restaurants and General Government
which grew by 5.6%, 4.1%, 2.4% and 1.7%, respectively.

• All sectors recorded positive growth with the exception of Mining and
Manufacturing which contracted by 13.8% and 0.22%, respectively.

• The Pula-US Dollar exchange rate was BWP 10.30 at the end of September
2017 from BWP 10.21 at the end of June 2017, showing a slight weakening of the Pula.

• The Pula closed at 1.3118 on 29th September, 2017 against the Rand.

Interest rates & inflation

• Inflation remains at the bottom end of the Bank of Botswana’s 3% to 6%
objective range, September inflation was 3.2% y/y. Inflation has declined due to
a pullback in food inflation driven by falling bread & cereals prices.

• The Monetary Policy Committee (MPC) met once during the quarter,
maintaining the bank rate at 5.5%. The BoB also released its Medium-Term
Review of the 2017 Monetary Policy Statement. The main highlights were that
in the medium term the Bank expects inflation to breach the lower bound of its
3%-6% objective range  and  commercial banks  will  be  able  to  provide  all
government instruments as  collateral when accessing credit facilities offered by
the Bank.

Earnings season

• Earnings season commenced towards the end of the quarter, characterized by
disappointing earnings results with the Domestic Companies Index (DCI)
declining 2.1% for the quarter.

• On  the  banking  front,  FNBB  year-end  results  showed  earnings were  flat
with impairments attributable to BCL  fully provided for and staff costs
accelerated. Barclays reported a 7.5% decline in earnings on the back of declines
in interest income and trading income. Stanchart surprised the market by
reporting a loss of P57m for the interim period.

• Sefalana released disappointing FY2017 results. Although revenue increased
12%, profitability declined 19% as margins in Botswana compressed.

• CA Sales conducted a book-build and will be listing on the Main Board of the
Botswana Stock Exchange in Q4 2017. Anumber of potential listings are
expected to come to the market which is positive for liquidity and market
development going forward.

World in Review – Quarter ended 30 September 2017

United States

• The Federal Reserve raised short-term interest rates by 25 basis points to a
range between 1% and 1.25%, with one more increase forecast for the year. A
plan was outlined for the Fed to start shrinking its US$4.5 trillion portfolio of
bonds and other assets.

• The unemployment rate has fallen to 4.3%, the lowest level since 2001. The
economy added 209,000 jobs in July, higher than an expected 180,000 jobs.

• The Trump administration has proposed a tax overhaul that would cut the
company rate from 35% to 20% and simplify the tax code. The S&P 500 edged
to a record high as markets look forward to the Trump tax plan implementation.

• Improvements in consumer and business-equipment spending have powered a
US economic rebound, signaling that the eight-year expansion is broadening to
other sectors of the economy.

• The US economy is now growing at the fastest rate in two years and the
Department of Commerce has revised the annual growth rate to 3.1%.

• Hurricane Maria caused an estimated $40 billion to $85 billion in insurance
claims throughout the Caribbean, with 85 percent of those losses in Puerto Rico.

UK

• At its September meeting, the Bank of England's Monetary Policy voted to keep  
its policy rate unchanged at a historic low of 0.25%.

• Governor of the Bank of England, Mark Carney, indicated that interest rates  
could rise in the near term to reign in high levels of household debt.

Europe

• Angela Merkel was elected as Chancellor of Germany for the fourth time, but
her party performed weaker than expected and will need to undertake coalition  
discussions.

• German unemployment slid to a record low of 5.6% in September in a sign that  
Europe’s largest economy will continue to expand on the back of domestic  
spending, while the Eurozone unemployment rate stood at 9.1%.

• Eurozone inflation data came in below expectations at 1.5% for September.
• The ECB President, Mario Draghi, highlighted the expected winding down of

QE programme sighting strong positive numbers out of Europe.

Asia

• South Korean car and tourism sectors have been hurt by economic sanctions 
from Beijing in retaliation for a shield deployed by the United States to protect.  
South Korea from North Korean long range missiles.

• In August Japanese core consumer prices rose 0.7% compared with a year  
earlier, marking an eighth consecutive month of yearly increases.

South Africa

• The South African Reserve Bank decided to keep the interest rate stable.
• Although the news that the repo rate will remain unchanged was met with  

some disappointment, it boosted the rand and bonds.
• The current account deficit widened in the second quarter to 2.4% of GDP,  

from 2.0% the previous quarter. The Reserve Bank’s Quarterly Bulletin released  
on Thursday showed an increased trade surplus was offset by a larger shortfall  
on services, income and current transfer payments.

• SA’s bulk export volumes fell 7.2% year on year in August to 11.7-million  
tonnes, after surging by 34.5% in July to 15.6-million tonnes, according to  
Transnet National Ports Authority. This brought the increase for the first eight  
months of 2017 to 6.8% year on year, showing that mining and agricultural bulk  
exports are boosting the South African economy.

The third quarter of 2017 presented an exciting development when the fund assets 
growth reached a new milestone. The total assets of the Fund were valued at 
BWP7, 056,474,266.74 as at 30th September, 2017.

Portfolio 3 months to  6 months to 9 months to 12 months to 36 months to 60 months to Since  
September  September September September September   September Inception
2017 2017 2017 2017 2017 2017 (Aug 2004)

Market 3.56% 6.05% 9.29% 10.27% 9.41% 14.06% 12.96%

Conservative 2.69% 4.65% 6.29% 6.20% 7.85% 10.57% 10.67%

Pensioner 2.46% 4.23% 5.36% 5.31% 7.64% 11.50% 14.46%

Contingency 2.38% 5.14% 8.09% 8.33% 8.71% 12.75% 15.26%

Strategic Asset Allocations

Member fund credits are invested according to the life stage investment portfolio 
they belong to, i.e. Market Portfolio (53 & under) Conservative Portfolio (54-59 
near retirees) and Pensioner Portfolio (60 & above). For each investment portfolio 
there is a presumed risk appetite based on how close to retirement the member 
is. Younger members assume a higher risk for higher yields whereas conservatives 
and pensioners prioritize capital protection. The strategic asset allocation for the 
portfolios have been determined as follows:

Portfolio Growth Overtime to 30 September 2017
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Local Manager’s Perfomance as at 31 December 2018

Local Equity 
Managers-BWP

1 month to 
Dec 2018

3 month to 
Dec 2018

12 months 
to Dec 
2018

36 months to 
Dec 2018

Year to 
Date

Allan Gray -0.25% -1.14% -1.99% N/A -1.99%

Investec -0.62% -0.09% -3.04% N/A -3.04%

Local Bond 
Managers-BWP

1 month to 
Dec 2018

3 month to 
Dec 2018

12 months 
to Dec 
2018

36 months to 
Dec 2018

Year to 
Date

BIFM 0.47% 1.07% 4.95% N/A 4.95%

Investec 0.44% 0.95% 3.92% N/A 3.92%

International Manager’s Perfomance as at 31 December 
2018 (BWP)

international 
Managers-BWP

1 month to 
Dec 2018

3 month to 
Dec 2018

12 months 
to Dec 
2018

36 months 
to Dec 
2018

Year to 
Date

American 
Century -5.04% -12.30% 0.58% N/A 0.58%

Marathon -3.92% -8.39% 0.65% 5.35% 0.65%

Orbis -4.50% -14.02% -9.57% 6.11% -9.57%

Walter Scott -4.57% -11.06% 6.46% 7.00% 6.46%

Veritas -6.37% -10.89% 3.11% N/A 3.11%

Southeastern -6.93% -15.32% -8.72% N/A -8.72%

Statestreet -5.54% -12.35% -0.85% N/A -0.85%

Global Bond 
Manager

1 month to 
Dec 2018

3 month to 
Dec 2018

12 months 
to Dec 
2018

36 months 
to Dec 
2018

Year to 
Date

Debswana PIM-
CO (BWP) 3.72% 1.35% 6.72% 2.02% 6.72%

Debswana 
PIMCO (USD) 1.43% 0.06% -1.81% 3.58% -1.81%

Botswana Market Review – Quarter ended 
31st December 2018

GDP increased by 4.2 percent in Quarter 3 2018, the strong growth 
was supported by the significant growth in real value added of Water & 
Electricity (42.6 percent), Trade, Hotels (6.9percent) & Restaurants and 
Transport & Communications (5.8 percent). All other industries recorded 
positive growth of more than 2.5 percent, with the exception of mining 
which decreased by 2.7 percent. 

The Pula-US Dollar exchange rate was BWP10.59 at the end of 
September and BWP10.73 in December 2018 indicating a depreciation of 
the Pula against the Dollar. The local equity market continued to struggle 

which was led by weak financial services, in particular banks. This was 
partially due to historic low rates and economic weakness, characterized 
by high levels of unemployment. 

Inflation

The annual headline inflation rate in December 2018 was 3.5 percent, 
down from November’s 3.8 percent. 

Interest Rates 

At the meeting held on December 4th, 2018, the Monetary Policy 
Committee (MPC) of the Bank of Botswana maintained the historically 
low Bank Rate of 5%. 

World Market Review – Quarter ended 31 Dec 2018

United States

Consumer confidence improved in December as the household and 
business outlook of the US economic conditions improved. The labour 
market remained resilient with the unemployment rate marginally 
increasing to 3.9 percent in December. The strong employment levels 
have underpinned retail activity thereby pointing to improved domestic 
activity.

Core inflation dropped from 2.2 percent in November to 1.9 percent 
in December. Inflation remains a notch below the, FOMC objective. 
The Federal Reserve (Fed) raised the target rate for Fed Funds by 0.25 
basis points to 2.25 percent at the December meeting. However, the Fed 
indicated a lower interest rate increase trajectory for 2019. 

Gross Domestic Product decreased from 4.2 percent to 3.5 percent in 
the third quarter. Asset price volatility spiked during the quarter when 
the Fed Chairman stated a higher path of interest rate hikes. Equity prices 
fell sharply in the final quarter of the year. However, since the beginning 
of 2019 a recovery in equity prices has occurred partially driven by an 
improved outlook of the global economy.

Europe

The Eurozone economy further weakened in Quarter 3 2018, GDP 
increased a seasonally-adjusted 0.2 percent in Q3 against 0.4 percent 
the previous quarter. Household consumption remained weak with the 
unemployment rate of 7.9 percent hurting confidence. 

Forward looking indices such as the Composite Purchasing Manager’s 
Index declined to 51.3 further pointing to weak business activity. Annual 
headline inflation dropped from 1.9 percent in November to 1.6 percent 
in December. The European Central Bank (ECB) ended its quantitative 
easing program in December 2018 and kept interest rates unchanged.

China & Other Asia Markets

China’s economy grew 6.6 percent in the third quarter of 2018 slightly 
lower than Q2 (6.7 percent) but in line with expectations. The impact 
of the current US China trade dispute continues to undermine China’s 

Continue on page 3
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DPF Assets Reach 7 Billion Pula Mark

Fund and Market Performance –12 months to September 2017

• The Net Total Assets of the Fund were up 8.28% over the past 12 months
to 30th September, 2017.

• Global Emerging Markets returned 20.25% in BWP making it the top
performing asset class for the period.

• The MSCI World returned 16.04% in BWP during the period, making global
equities the second best performing asset class for that period.

• The Domestic Companies Index (DCI) was the worst performing sector
posting a return of -8.84% (excluding dividend income) for the 12months to
30 September, 2017.

Fund and Market Performance Commentary –Q3 2017

• The Net Total Assets were up by 3.05% for quarter ended 30th September, 2017.
• The best returns came from Global Emerging Markets which were up 8.28% for

the quarter in BWP.
• The MSCI World returned 5.22% in BWP during the quarter, making global

equities the second best performing asset class for that period.
• The Domestic Companies Index (DCI) was the worst performing sector posting

a return of -3.40% (excluding dividend income) for the quarter to 30 September, 2017.
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Economics: Botswana – Qtr. to 30 September 2017

GDP growth back on track

• The domestic economy continued to record subdued growth in Q2 2017,
registering GDP growth of 1.0% year-on-year driven by Finance & Business
Services, Construction, Trade, Hotels & Restaurants and General Government
which grew by 5.6%, 4.1%, 2.4% and 1.7%, respectively.

• All sectors recorded positive growth with the exception of Mining and
Manufacturing which contracted by 13.8% and 0.22%, respectively.

• The Pula-US Dollar exchange rate was BWP 10.30 at the end of September
2017 from BWP 10.21 at the end of June 2017, showing a slight weakening of the Pula.

• The Pula closed at 1.3118 on 29th September, 2017 against the Rand.

Interest rates & inflation

• Inflation remains at the bottom end of the Bank of Botswana’s 3% to 6%
objective range, September inflation was 3.2% y/y. Inflation has declined due to
a pullback in food inflation driven by falling bread & cereals prices.

• The Monetary Policy Committee (MPC) met once during the quarter,
maintaining the bank rate at 5.5%. The BoB also released its Medium-Term
Review of the 2017 Monetary Policy Statement. The main highlights were that
in the medium term the Bank expects inflation to breach the lower bound of its
3%-6% objective range  and  commercial banks  will  be  able  to  provide  all
government instruments as  collateral when accessing credit facilities offered by
the Bank.

Earnings season

• Earnings season commenced towards the end of the quarter, characterized by
disappointing earnings results with the Domestic Companies Index (DCI)
declining 2.1% for the quarter.

• On  the  banking  front,  FNBB  year-end  results  showed  earnings were  flat
with impairments attributable to BCL  fully provided for and staff costs
accelerated. Barclays reported a 7.5% decline in earnings on the back of declines
in interest income and trading income. Stanchart surprised the market by
reporting a loss of P57m for the interim period.

• Sefalana released disappointing FY2017 results. Although revenue increased
12%, profitability declined 19% as margins in Botswana compressed.

• CA Sales conducted a book-build and will be listing on the Main Board of the
Botswana Stock Exchange in Q4 2017. Anumber of potential listings are
expected to come to the market which is positive for liquidity and market
development going forward.

World in Review – Quarter ended 30 September 2017

United States

• The Federal Reserve raised short-term interest rates by 25 basis points to a
range between 1% and 1.25%, with one more increase forecast for the year. A
plan was outlined for the Fed to start shrinking its US$4.5 trillion portfolio of
bonds and other assets.

• The unemployment rate has fallen to 4.3%, the lowest level since 2001. The
economy added 209,000 jobs in July, higher than an expected 180,000 jobs.

• The Trump administration has proposed a tax overhaul that would cut the
company rate from 35% to 20% and simplify the tax code. The S&P 500 edged
to a record high as markets look forward to the Trump tax plan implementation.

• Improvements in consumer and business-equipment spending have powered a
US economic rebound, signaling that the eight-year expansion is broadening to
other sectors of the economy.

• The US economy is now growing at the fastest rate in two years and the
Department of Commerce has revised the annual growth rate to 3.1%.

• Hurricane Maria caused an estimated $40 billion to $85 billion in insurance
claims throughout the Caribbean, with 85 percent of those losses in Puerto Rico.

UK

• At its September meeting, the Bank of England's Monetary Policy voted to keep  
its policy rate unchanged at a historic low of 0.25%.

• Governor of the Bank of England, Mark Carney, indicated that interest rates  
could rise in the near term to reign in high levels of household debt.

Europe

• Angela Merkel was elected as Chancellor of Germany for the fourth time, but
her party performed weaker than expected and will need to undertake coalition  
discussions.

• German unemployment slid to a record low of 5.6% in September in a sign that  
Europe’s largest economy will continue to expand on the back of domestic  
spending, while the Eurozone unemployment rate stood at 9.1%.

• Eurozone inflation data came in below expectations at 1.5% for September.
• The ECB President, Mario Draghi, highlighted the expected winding down of

QE programme sighting strong positive numbers out of Europe.

Asia

• South Korean car and tourism sectors have been hurt by economic sanctions 
from Beijing in retaliation for a shield deployed by the United States to protect.  
South Korea from North Korean long range missiles.

• In August Japanese core consumer prices rose 0.7% compared with a year  
earlier, marking an eighth consecutive month of yearly increases.

South Africa

• The South African Reserve Bank decided to keep the interest rate stable.
• Although the news that the repo rate will remain unchanged was met with  

some disappointment, it boosted the rand and bonds.
• The current account deficit widened in the second quarter to 2.4% of GDP,  

from 2.0% the previous quarter. The Reserve Bank’s Quarterly Bulletin released  
on Thursday showed an increased trade surplus was offset by a larger shortfall  
on services, income and current transfer payments.

• SA’s bulk export volumes fell 7.2% year on year in August to 11.7-million  
tonnes, after surging by 34.5% in July to 15.6-million tonnes, according to  
Transnet National Ports Authority. This brought the increase for the first eight  
months of 2017 to 6.8% year on year, showing that mining and agricultural bulk  
exports are boosting the South African economy.

The third quarter of 2017 presented an exciting development when the fund assets 
growth reached a new milestone. The total assets of the Fund were valued at 
BWP7, 056,474,266.74 as at 30th September, 2017.

Portfolio 3 months to  6 months to 9 months to 12 months to 36 months to 60 months to Since  
September  September September September September   September Inception
2017 2017 2017 2017 2017 2017 (Aug 2004)

Market 3.56% 6.05% 9.29% 10.27% 9.41% 14.06% 12.96%

Conservative 2.69% 4.65% 6.29% 6.20% 7.85% 10.57% 10.67%

Pensioner 2.46% 4.23% 5.36% 5.31% 7.64% 11.50% 14.46%

Contingency 2.38% 5.14% 8.09% 8.33% 8.71% 12.75% 15.26%

Strategic Asset Allocations

Member fund credits are invested according to the life stage investment portfolio 
they belong to, i.e. Market Portfolio (53 & under) Conservative Portfolio (54-59 
near retirees) and Pensioner Portfolio (60 & above). For each investment portfolio 
there is a presumed risk appetite based on how close to retirement the member 
is. Younger members assume a higher risk for higher yields whereas conservatives 
and pensioners prioritize capital protection. The strategic asset allocation for the 
portfolios have been determined as follows:

Portfolio Growth Overtime to 30 September 2017
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economic activity with a spillover effect to other Asian economies. The 
Chinese Central Bank has lowered the reserve requirement ratio in a bid 
to stimulate the economy.  

Asian equities experienced a selloff in the fourth quarter of 2018 
characterized by significant equity outflows as investor concerns of 
growth and trade tensions increased.

South Africa

South Africa’s economy increased 2.2 percent in the third quarter of 2018, 
thereby emerging from the technical recession. Manufacturing, finance 
and business services including transport were the main contributors to 
growth. 

The South African Reserve Bank (SARB) Monetary Policy Committee 
(MPC) raised the key policy rate from 6.5 percent to 6.75 percent in 
November. The annual inflation rate in South Africa decreased from 4.6 
percentto 4.5 percent in December. During the review period, the rand 
appreciated against major currencies on expectations of lower global 
inflation and higher interest rates.

Local 	
Fixed 
Income15%

Local Equity
19%

Global EM
6%

Local Cash
1%

Global Fixed 
Income 5%

Africa Private 
Equity 1%

Global Cash 0%

Local Property
12%

Global Equity
40%

NB: Market Commentary and perfomance results sourced from RISCURA

 Asset Class Weights as at 31 Dec 2018


