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France has an interesting property 
sale mechanism that is especially 
advantageous for retirees. It is a bit 
like a life-right system. The buyer 
agrees to pay a regular amount to 
the property owner who is entitled 
to stay in the property for as long 
as they are alive. On death, the 
property ownership reverts to the 
buyer for no further contribution. 
Enter Jean Calment, the owner of a 
desirable Parisian apartment. When 

she turned 90 years of age her lawyer thought it would be a 
clever idea to enter into such an arrangement. Presumably 
Ms. Calment needed cash flow and he thought he could get 
a top-notch apartment cheaply. Sadly for him, Jean lived 
to 126, the lawyer died first, and left his children with the 
liability to pay Ms. Calment in terms of their agreement. 
Eventually they got the flat, but by estimates, the lawyer 
had paid double its value by the time it transferred to his 
name!

We are entering a rather controversial era where the right 
to self-terminate (assisted suicide) is permitted in certain 
jurisdictions. However, for most retirees, their longevity 
remains a mystery. Almost all the older clients I engage 
with are concerned with their investments in the stock 
market because “they don’t have long to live”. I would 
argue that this is false logic. Early death is not a major crisis 
in investing. Rather its longevity and inflation that are the 
real issues.

The published life expectancy of an 80-year-old enjoying 
a westernized standard of living is around 11 years. This is 
based on statistical data, so 95% of the data would suggest 
a range of 6 to 16 years. If a husband is 5 years older than 
his wife then easily their investment period could be as 
high as 21 years. Then of course they could be a member 

of the 2.5% of the population that exceeds the expected. 
Someone like Howick’s own Ruth Hall (now aged 104) or 
a Jean Calment! Longevity should ideally be foremost in 
investors’ minds.

Nonetheless, people obsess about the next market fall. To 
examine this idea in more detail we looked at four major 
crashes in the history of the JSE, namely the Emerging 
Markets Crisis of 1998, the bursting of the Dot.Com bubble 
in 2000/1, the Global Financial Crisis of 2008/09, and 
the Covid Collapse of 2020. We looked at a starting point 
180 days before the bottom of each and the performance 
of the market over the 500 days thereafter. We compared 
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 � An investor who is investing in growth 

assets (shares listed on an exchange, known 
as equities in financial parlance) should 
reasonably expect to exceed inflation by about 
4% to 6% per annum over a sustained period. 

 � The fear of an imminent crash should not deter 
investors with a longer-term mindset from 
maintaining their investment strategy.

 � Even at age 80, an investor could live for 
another 16 years given published life 
expectancies. In some cases, this could be 
considerably longer. At an inflation rate of just 
4% per annum, the cost of goods will double 
in 18 years. Beating inflation should be your 
greatest goal.

 � Investors are often side-tracked into pursuing 
the “best” investment. A simple example of a 
underperforming fund demonstrates that the 
right asset class is more important than the 
“best” fund. 

Talk to any retiree and they are quick to point out that they do not have much time left for investments to 
provide a return. Somehow people always miss the idea that when it comes to investing, dying too soon 
is a much lesser problem than living too long. Yet living longer is what people are tending to do. This 
is being debated in societies around the world and it is a phenomenon that is changing the profile of 
population charts. In a scenario where you live longer than you expect then inflation should be a greater 
fear than any market crash. 
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an investment valued at R500,000 at the start of the 180-
day pre-cash period and then compared their values after 
the 500 days. Even perfectly pre-empting a market crash 
by being in cash did not prove a good idea 500 days later. 
Five hundred days is roughly 18 months, so one can only 
imagine living another 10 years! The chart below illustrates 
our results.

The other thing that people obsess over is being in the best 
performing thing, be it Bitcoin, Netflix, Amazon, or some 
other fancy fund or investment that has recently topped the 
ranking tables. We would argue that investing should rather 
be done in the light of financial planning principles, with a 
correct allocation to the asset classes that will achieve the 
objectives over the time considered. This simple approach 
will largely achieve the objective successfully. This is best 
illustrated by an example.

Our “Understanding the Harvard House Approach” 
document advises that a growth investor should expect to 
earn a return of Inflation plus 4% to 6% over the medium-
term if invested in a selection of equities (listed shares). To 
illustrate this, we have used one of the three oldest General 
Equity unit trusts in South Africa and one that has failed to 
beat the benchmark or be above average in its sector over 
any measured time period in the last 10 years. In short, this 
unit trust is not the most desirable fund.

We illustrate using an investment of R200,000 in January 
2000, and assume that all dividends are reinvested (a sum 
of R321,378 over the period). The value in the middle of 
May was R2,057,893 – implying a return of 10.48% per 
annum. This represented a return of Inflation + 5.35% over 
that twenty-two-year period, matching the exact range that 
we would expect from an investment in equities linked to 
the clients’ initial financial plan. Was it the best option out 
there? No! Did it meet the objective? Yes! Who knows what 
damage the client could have done by chasing alternatives 
over that time?

In closing, below is some advice on how you can develop 
an investor mindset that will be invaluable as we cope with 
uncertain and volatile times: 

• Patience in adversity is an investor mindset.
• Understand that your emotions will try and derail you.
• You will fight the human need to “do something!”
• Relative underperformance is not an indication of the 

failure of your financial plan.
• Build investments to match your financial plan.
• Remind yourself of the goal and measure your 

investments against that yardstick rather than whether 
you have invested in the “best” fund.

• Be realistic about your time horizon. It is longer than 
you think.

• Eliminate the need to always be right or have the best. 
It is NOT achievable!

PERFORMANCE OVER VARIOUS MARKET CRASHES
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This chart illustrates a cash and market investment starting 
from a common value 180 days before the bottom of the 
ensuing cash. The analysis further assumes that the investor is 
drawing 5% per annum on the R500,000 initial investment. The 
analysis then tracks the value to 500 days after the bottom of 
the relevant crash.



The next topic for our Insight seminars will be announced 
in due course.

The information contained in this newsletter comes from sources believed to be reliable, but Harvard House Investment Management (Pty) 
Ltd, Harvard House Financial Services Trust, Harvard House Insurance Brokers and Harvard House, Chartered Accountants (collectively known 
as the Harvard House Group), do not warrant its completeness or accuracy. Opinions, estimates and assumptions constitute our judgment as 
of the date hereof and are subject to change without notice. Past performance is not indicative of future results. This material is not intended 
as an offer or solicitation for the purchase or sale of any financial instrument. Any investor who wishes to invest with the Company should 
seek additional advice from an authorized representative of the firm. The Company accepts no liability whatsoever for any loss or damages 
whatsoever and howsoever incurred, or suffered, resulting, or arising, from the use of this newsletter. The contents of this newsletter does not 
constitute advice as contemplated in the Financial Advisory and Intermediary Services Act (FAIS) of 2002. 

The Harvard House unit trusts are registered under the Boutique Collective Investments. Custodian: Standard Executors & Trustees: Tel (021) 
007-1500. Collective Investments are generally medium to long term investments. The value of participating interests may go down as well as 
up and past performance is not necessarily a guide to the future. Collective Investments are traded at ruling prices and can engage in script 
lending. Forward pricing is used. Commission and incentives may be paid and if so, are included in the overall cost. This fund may be closed 
to new investors. Collective Investment prices are calculated on a Net Asset Value basis and auditor’s fees, bank charges, trustee and RSC 
levies are levied against the portfolio. The portfolio manager may borrow up to 10% of portfolio NAV to bridge insufficient liquidity. Boutique 
Collective Investments (RF) Pty Ltd (“BCI”) retains full legal responsibility for the third party named portfolio. Boutique Collective Investments 
is a member of ASISA and is an authorised Financial Services Provider. Should you have any further queries or complaints regarding the suite 
of units trusts offered by The Harvard House Group please contact: Boutique Collective Investments Call Centre, Tel: (021) 007-1500, Email: 
clientservices@bcis.co.za. For your information, the FAIS ombudsman provides an independent and objective advisory service. Should you not 
be satisfied with the outcome of a complaint handled by Boutique Collective Investments, please write to, The Ombudsman, PO Box 74571, 
Lynnwoodridge, 0040. Telephone (012) 470 9080/99. Fax (012) 348 3447. Email: info@faisombud.co.za 

Performance figures quoted for the portfolio is from Morningstar, as at the date of this document for a lump sum investment, using NAV-NAV 
with income reinvested and do not take any upfront manager’s charge into account. Income distributions are declared on the ex-dividend date. 
Actual investment performance will differ based on the initial fees charge applicable, the actual investment date, the date of reinvestment 
and dividend withholding tax. Performance fees do not apply to any funds managed by Harvard House. The manager does not provide any 
guarantee either with respect to the capital or return of the portfolio. A schedule of fees, charges, and maximum commissions are available 
on request from the manager.
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Harvard House Financial Services Trust*, Licence no: 7758 * Authorised financial service providers in terms of FAIS (2002)
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For more information on the range of products and services 
offered by Harvard House Investment Management and its 
associated companies (including Harvard House, Chartered 
Accountants), or for any financial advice, please contact the 
Company at:

HARVARD HOUSE GROUP
G 3 Harvard Street, Howick, 3290, South Africa

+ P.O. Box 235, Howick, 3290, South Africa

( +27 (0) 33 330 2164

7 +27 (0) 33 330 2617

@ admin@hhgroup.co.za

W www.hhgroup.co.za

CONTACT DETAILS:

Topic: Topic to be confirmed

Natal Midlands
Date: 15th September 2022
Venue: Oasis Conference Centre,

72 Main Road, Howick
Morning Time: 10am for 10.30am
Evening Time: 5.30pm for 6pm

Johannesburg
Date: 20 September  2022
Venue: Rosebank Union Church, Cnr 

William Nichol and St Andrews 
Road, Hurlingham

Time: 7am for 7.30am

Harvard House is on Facebook

Harvard House is on YouTube

https://www.facebook.com/HarvardHouseSouthAfrica
https://www.youtube.com/channel/UCMmM_c5RjK5P-IdRN3JOh7A
https://www.facebook.com/HarvardHouseSouthAfrica
https://www.youtube.com/channel/UCMmM_c5RjK5P-IdRN3JOh7A

