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Some
news
The South African economy has a long path to walk in its
recovery and reconstruction after the “10 lost years” of
fiscal and governance decay, capped by the pandemic…
and then riots. Nevertheless, this report shows a nice
recovery in Fund performance after the initial valuation
ructions of COVID.
While we continue to seek out the big-ticket infrastructure
deals for our pipeline, the low growth economy and limited
government capacity (both financial and implementation)
means that there is a lack of impetus for infrastructure
development – and we remain frustrated by government’s
foot-dragging and indecisiveness on policy and execution.
The good news is that there is innovation happening
globally and in South Africa, and we are seeing Cape Town
establishing itself as Africa’s Silicon Valley. We’re excited to
be tapping into this innovative and disruptive space –
which gives us opportunities to see homegrown companies
servicing the domestic and even the global markets with
their product and services.

The Fund’s mandate has always been broad enough to
encompass a wide range of developmental investments.
Within the Fund we have incubated some early-stage
assets and have done so for some time. These are
innovative, fintech and market disruptive companies who
are forging their own growth destinies despite the
pedestrian outlook for economic growth locally.

Futuregrowth Development Equity Fund as 30 September 2021

Futuregrowth Venture Capital Fund
With our deal pipeline increasingly showing growth in
these venture capital type of deals, we are planning to
launch the Futuregrowth Venture Capital Fund in the
coming months. This is akin to how we launched the
Development Equity Fund (DEF) 15 years ago, as equity
deals were incubated within the Infrastructure and
Development Bond Fund. However, in this instance, no
assets will be seeded from the DEF into the new VC Fund
as it will be a fresh start fund.
It is with energy and excitement about what lies ahead,
and what we can co-create to rebuild our economy, that I
end this Chairman’s letter with a quote from the late
Nelson Mandela: “Everyone can rise above their
circumstances and achieve success if they are dedicated to
and passionate about what they do.“
Regards

Andrew C Canter

Chief Investment Officer
Chairman of the Futuregrowth Investment Committee

Image source: hearX Group
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Inflation rates have begun to spike considerably across the globe

Source: Bloomberg , Futuregrowth
Futuregrowth Development Equity Fund as 30 September 2021

The JSE All-Share index was the worst performing asset
class over the 6-month period with a return of -0.79%.
This was followed by cash returns which produced a lowly
1.88% (as measured by the STeFI index) over the quarter.
On the bond side, inflation–linked bonds delivered a
respectable 5.01% over the period, which was marginally
weaker than the 7.25% rendered by the top performing
asset class, nominal bonds.

19.3

Local market not spared
The aforementioned global events overshadowed positive
local developments, in the form of rebased national
account data that resulted in a revised higher South
African GDP level, and a unanimous decision by the South

African Reserve Bank to leave the repo rate unchanged
over the period. On the fiscal front, elevated terms of
trade on the back of surging metal prices continued to
bolster South Africa’s tax revenue coffers via a boost in
corporate income tax collection.
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Reflationary expectations unperturbed by slow
vaccine roll-out
The market momentum that had built up was brought to
an abrupt halt during the third quarter, as concerns around
global inflationary pressures and a slow-down in Chinese
GDP growth injected fresh doses of uncertainty into the
global recovery. Global supply chains have begun feeling
the strain of the cumbersome freedom of movement
restrictions enforced by governments. This has, in turn, led
to shortages of essential goods such as fuel and food,
which has led to a persistent global increase in input
prices. Second round effects in the form of de-anchored
higher inflation expectations could result in an earlier start
to interest rate normalisation despite the lack of any signs
of accompanying GDP growth. As a result, central banks

around the world have begun shedding their dovish
feathers in favour of a more hawkish stance, given the
signs of persistently higher headline inflation. Additionally,
concerns around weaker Chinese growth and its
implications on potentially unsustainable levels of Chinese
corporate debt levels came back to spook markets during
the latter part of the quarter, as the possibility of a default
by Chinese construction firm Evergrande triggered a wave
of global market de-risking.
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Global economic growth gained broad traction during the
second quarter, even though progress remained uneven
across regions. In South Africa, growth during the first and
second quarters was robust with quarter-on-quarter
seasonally adjusted rates of 1.0% and 1.2% respectively.
The second quarter was largely characterised by receding
inflationary concerns which had percolated during the first
quarter of the year. Central banks, including the US
Federal reserve, held the view that inflationary pressure
would be transitory, which the market duly agreed with
and priced in. The subsequent decline in short-term
interest rates boosted valuations globally, and resulted in
strong performance across capital markets.

30-Sep-21

10-Year average
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Portfolio manager

Sarah de Villiers

Fund description

The DEF is Futuregrowth’s flagship open-ended private equity fund,
with a focus on infrastructure, development and social upliftment. It
is well-suited for representing the private equity or socially
responsible allocation within larger balanced portfolios.

Fund objective

The DEF’s objective is to deliver long-term stable commercial returns
whilst also having medium-to-high developmental impact. It has a
broad risk mandate to participate in a range of suitable projects,
companies and instruments, so as to build a diverse portfolio of
developmental investments.

Performance
target
Fund life

Targeting
R3.0bn
Fund size

15+ years
of socially
responsible
investing

Active in all
9 provinces

Supports 9
Sustainable
Development
Goals

Long-term
stable returns

Exposure to
over 56 issuers
and 27
economic
sectors

More than
80% of the
Fund
in medium-tohigh
developmental
impact sectors

Tangible social
and
developmental
impact

18-22% nominal over the long-term.
Open-ended with an unlimited life.

Fund size

R3.0 billion as at 30 September 2021.

Investment style

We actively source high-impact investments in a range of growth
companies with aligned and motivated management teams. We see
ourselves as long-term partners of our investee companies and seek
to align ourselves with their strategic goals in order to earn
appropriate risk-adjusted returns. We are also opportunistic, and
transactions can be developed over weeks or years.

Composition

Investments are predominantly unlisted equity and equity-related
instruments but may include an exposure to debt instruments up to a
maximum of 20% of the Fund. Relevant listed instruments are not
precluded.

Benchmark

CPI + 10%.

Structure

Unitised, pooled and open-ended.

Futuregrowth
Development Equity
Equity Fund
Fund as
September 2021
2021
Futuregrowth Development
as 30
30 September

risk-adjusted
equity returns
by investing in
equity and
related assets
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Developmental product suite
Futuregrowth has a 25-year-plus track record of
investing in developmental assets. Our funds
provide finance to institutions that may not
typically receive support from the traditional
banking or lending process. In addition to
providing finance (credit), we also invest in
equity and retail property with a developmental
nature.
Our developmental funds are part of our broader
responsible investment strategy and reflect the
intention of our clients to do good by investing
consciously to make a positive impact on society
and the broader environment, and thereby to
safeguard our collective future.

Our suite of developmental funds consists of:
-

-

Fixed Income (Infrastructure &
Development Bond Fund, Power Debt Fund,
Inflation-Linked Debt Fund);
Unlisted equity (Development Equity
Fund, Agri Funds);

-

Unlisted retail property (Community
Property Fund); and

-

Fund of funds incorporating our suite of
development funds as building blocks
(Developmental Balanced Fund).

Futuregrowth Development Equity Fund Impact as at 30 September 2021

Futuregrowth is dedicated to the development and
empowerment of South Africa and its people. We are
constantly looking for opportunities that will yield optimal
financial returns for investors while making a meaningful
difference. As such, we have become a reliable channel for
investor savings and promoting national development.
We define developmental investing as financing that a)
provides investors with commercial returns and b)
produces a social and developmental impact. In South
Africa the primary focus is on the provision of basic
services and improvement of infrastructure development.
In order to achieve sustainable, long-term, benchmarkbeating performance, we apply a responsible investment
filter when screening and analysing new deals for our
developmental funds. This is supported by a robust credit
process that considers both financial risks and
environmental, social and governance (ESG) risks.
Global contribution
We are also aligned with the UN’s Sustainable
Development Goals (SDGs), thus contributing to this global
"blueprint to achieve a better and more sustainable future
for all". The SDGs are covered in detail later in this report,
where we link the activities of each deal featured to these
global targets.

17

1

PARTNERSHIPS
NO
FOR THE
POVERTY
16
GOALS
PEACE, JUSTICE
AND STRONG
INSTITUTIONS

2

ZERO
HUNGER

3

GOOD HEALTH

15

LIFE ON LAND

4

QUALITY
EDUCATION

14

LIFE BELOW
WATER

5

GENDER
EQUALITY

13

CLIMATE
ACTION

6

CLEAN WATER
AND
SANITATION

12

RESPONSIBLE
CONSUMPTION

7

11

SUSTAINABLE
CITIES AND
COMMUNITIES

8

DECENT
INDUSTRY, WORK AND
10
INNOVATION ECONOMIC
REDUCED
GROWTH
AND
INEQUALITIES
INFRASTRUCTURE

9

AFFORDABLE
AND CLEAN
ENERGY

(See: www.un.org/sustainabledevelopment/sustainable-developmentgoals/)
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Futuregrowth actively measures and manages for impact. Our impact measurement and management approach is aligned with both global and
local development frameworks.

National Development Plan (NDP)

This is a long-term development framework for the elimination of poverty and reducing
inequality in South Africa by 2030.

UN Sustainable Development Goals (SDGs)

These goals represent the globally agreed 2030 agenda and are a call to action to end poverty,
protect the planet and ensure that all people enjoy peace and prosperity.

Principles for Responsible Investing (PRI)

Futuregrowth is a signatory to the Principles for Responsible Investment (PRI), which is an
international network of signatories contributing to developing a more sustainable global
financial system by incorporating six defined Principles for Responsible Investment into
investment practice.
Futuregrowth Development Equity Fund Impact as at 30 September 2021
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We have priority outcomes that reflect the critical social and economic changes our clients and stakeholders would like to see. Throughout our
engagement with companies, we track core metrics, using key performance indicators (KPIs) outlined below, which can be reported on a
company, sector, portfolio (Fund) and aggregated AUM level - to enable us to report on the impact achieved.
Key performance indicators (KPIs)

Priority outcomes

Avoiding
GHG*
emissions

Job creation
Renewable
energy
produced

# Jobs created

Economic
empowerment
of PDIs

Transformation
Local
economic
development

Transformation
% of women
in leadership
roles
Gender equality

*Greenhouse Gas
Futuregrowth Development Equity Fund Impact as at 30 September 2021

#See page 12 of this report
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40.27%

21.05%

8.07%

4.75%

2.42%

1.63%

Exposure across
Infrastructure & social
services sectors

40.22%

and 2.35%
in Development
Finance and
Tourism.

Transport

Energy including
renewable energy

Communications

Health

Education

21.18%

7.49%

5.39%

4.93%

1.04%

Exposure across
other developmental
sectors

and 0.19%
in Environment
Preservation
and Other
Infrastructure.

SMME finance

Invested in 8 provinces

Futuregrowth Development Equity Fund Impact as at 30 September 2021

Low income &
affordable housing

Consumer & business
access to finance

Agricultural development
& land ownership

BEE finance

Delivering social impact
that changes lives
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Limpopo

0.15%
National

69.18%

Mozambique
Mpumalanga
North West

Gauteng

8.24%

2.93%

0.72%

The Fund has geographical diversity
across South Africa, with investments
held in 8 provinces. The Fund has more
than 69% exposure to assets with a
national footprint.

Over 27% of the Fund investments impact
on rural and outlying peri-urban areas.

Namibia

0.11%
Free State
Northern Cape

2.20%

7.76%

KwaZulu-Natal

2.10%

17.60%
urban
9.57%

rural

Eastern Cape

peri-urban

0.51%
Western Cape

6.11%

Source: Futuregrowth
Futuregrowth Development Equity Fund Impact as at 30 September 2021

72.83%
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24 137

4 753

781

Total job numbers

Permanent
jobs sustained

Temporary jobs
created

TOTAL JOBS

18 603

In August 2021, a sample of 21 of our
investee companies revealed these job
numbers.

JOBS BY SECTOR

Indirect permanent
jobs created

54%

22%

17%

4%

2%

SMME

Agriculture

Housing

Roads

Communication

The SMME sector was the strongest
job creation sector (despite only
forming 21% of the assets collated).
Positively, 83% of the jobs created
are held by PDIs and 54% by youth indicating the strong developmental
impact of our funds’ investments.

and 1% in other sectors

83%
Held by PDIs
Futuregrowth Development Equity Fund Impact as at 30 September 2021

54%
Held by youth

#92
Held by people with disability
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The Fund’s IMPACT across SDGs
Ensure inclusive and equitable quality education and promote lifelong learning opportunities
for all by investing in schools and education programmes to increase skills and knowledge to
attain employment and create more inclusive and sustainable communities.

Ensure healthy
lives and promote
well-being for all
at all ages by
investing in
businesses that
improve the
availability of
healthcare and
medical services
as well as special
medical units.

Futuregrowth Development Equity Fund Impact as at 30 September 2021

Our clients’ investments contribute directly to
nine SDGs across all sectors.
Ensure access to
affordable,
reliable,
sustainable and
modern energy
for all by
investing in new,
expanding or
existing
renewable energy
projects resulting
in the reduction
of greenhouse
gas emissions and
the promotion of
technology and
efficient business
models.

Promote sustained, inclusive and sustainable economic growth, full and productive
employment and decent work for all by investing in underserved markets that
unlock and support job creation, growth and improved labour standards and
11 11
practices for improved livelihoods.

The Fund’s IMPACT across SDGs continued
Build resilient infrastructure, promote inclusive and sustainable
industrialisation and foster innovation by partnering and
supporting government in financing infrastructure projects and
providing access to finance for businesses that create more
inclusive and sustainable communities.

Make cities and human settlements inclusive, safe, resilient and
sustainable by investing in businesses that increase the
availability of affordable housing stock near transport options
and provide access to home ownership for low- and moderateincome populations.

Our clients’ investments contribute directly
to nine SDGs across all sectors.

Ensure sustainable consumption and production patterns by
investing in projects that promote climate adaptation in
agriculture, water management, recycling, land use, and
construction to build sustainable, efficient and resilient economies.

Reduce
inequality
within and
among
countries
by investing
in
businesses
that
promote
financial,
social and
economic
inclusion
for all in
order to
promote
inclusive
growth and
reduce
inequalities.

Take urgent action to combat climate
change and its impacts by investing in
businesses that reduce greenhouse gas
emissions, increase resource efficiency,
preserve and grow natural capital and
support climate mitigation.
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hearX Group is a disruptive medtech scale-up with the mission of providing affordable access
to hearing healthcare, using smart digital health solutions that anyone can use, anywhere.
The business built its product suite using smart and unique technology that enables accurate,
reliable, time-efficient and cost-effect hearing healthcare. Even individuals with minimal training
can use some of the products to conduct hearing screenings.
hearX® provides access to hearing healthcare both in developed and developing countries. They
offer a comprehensive product portfolio and support education by providing screening in
underserved communities and schools in South Africa.
According to the World Health Organisation, 32 million children globally have permanent
disabling hearing loss, whilst 19 million are visually impaired. 90% of these children reside in
low- and middle-income countries like South Africa. Any loss in hearing or vision sensitivity
constitutes a major barrier to childhood development and academic success. Children with
sensory impairments are at risk of delayed speech, language and cognitive skills, which translates
to reduced literacy, academic and socio-emotional development.
The hearX® technology has been used to conduct nearly 1.5 million hearing tests across 191
countries globally, and their clinical solutions are being used in 86 countries. They have further
grown their impact by fitting more than 6 100 ears with hearing aids and reaching 43 500
children with access to services through their direct impact projects.
hearX® CEO, Nic Klopper, says: "Our team is hard at work to make healthy hearing a very

realistic, very affordable option for people with hearing loss around the world. Thanks to
investors like Futuregrowth Asset Management, we are fast making this a reality.”

Futuregrowth Development Equity Fund Impact as at 30 September 2021

hearX’s SDG contribution
SDG 3: Good health and well-being is well aligned with hearX's
vision and mission of a world where everyone enjoys the delight of
hearing and lives a life without limitations.

3.8: “Achieve universal health coverage, including financial risk
protection, access to quality essential health-care services and
access to safe, effective, quality and affordable: essential healthcare and
vaccines for all”.
SDG 4: Ensuring quality education that is inclusive for all and the
promotion of lifelong learning.
4.5: “Eliminate all discrimination in education”.
4.5.1 “Inclusion and equity: All people, irrespective of sex, age,
race, colour, ethnicity, language, religion, political or other opinion national or
social origin, property or birth, as well as persons with disabilities, migrants,
indigenous peoples, and children and youth, especially those in vulnerable
situations or other status, should have access to inclusive, equitable quality
education and lifelong learning opportunities. Vulnerable groups that require
particular attention and targeted strategies include persons with disabilities,
indigenous peoples, ethnic minorities and the poor”.
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Hearing and vision healthcare services are inaccessible to
the vast majority of children in low- and middle-income
countries like South Africa (and to many people globally)
due to the prohibitive costs of equipment and lack of
trained personnel.

and early childhood development centres (ECDs). The
projects have provided training for 2500 staff members &
teachers trained - and created 11 jobs across three active
projects in Tembisa (Gauteng), Khayelitsha, Mitchell’s Plain
and Mbekweni (in the Western Cape).

According to Statistics South Africa, one million grade 1
pupils enter the schooling system annually – and there are
currently no systematic screening programmes to detect
childhood hearing loss in pre-school children.

“I am very grateful and happy about the help my child
received and for how 3E guided us to the audiologist.”
Parent testimonial.

The Ears and Eyes for Education (3E) programme uses
hearX® technology to provide decentralised screening in
underserved communities in South Africa. This programme
focuses on providing access to hearing and vision
screening services. The goal of the programme is to
identify potential difficulties in scholars and link them to
care in order to address barriers to learning.

“As a school, we want to say ‘thank you 3E’. In our school
we had one child who had a vision problem... They also
checked the ears and eyes of all our children.” ECD
Principal testimonial.

Source of images: hearX Group

Futuregrowth Development Equity Fund Impact as at 30 September 2021

The programme is implemented by the hearX Foundation
together with various community partners, and screening is
facilitated by non-professionals from the community. To
date, more than 43 500 children have been provided with
access to hearing and vision screening across 800 schools
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IMPACT indicators
hearX managed projects
Inputs

Invest in and grow
profitable and
scalable
businesses

✓ 7.33 %

Equity stake taken by the
DEF

✓ 57 permanent
employees

Outputs

Time-efficient,
quality and costeffective hearing
healthcare

✓ 37% held by previously
disadvantaged individuals
✓ 80% held by youth (15 to
35 years of age)

Outcomes

End-to-end
hearing care in
low- and middleincome countries

✓ Between 3 to 5% of children
(*programme dependent)
identified with educationally
significant hearing or vision
difficulties and linked to services
✓ Teachers/staff equipped to play an
active role in identifying and
supporting children with hearing
difficulties
✓ Community members equipped to
impact their communities and to
provide for their families

Futuregrowth Development Equity Fund Impact as at 30 September 2021

✓ Tech innovation - 12 scalable
mHealth hearing solutions
✓ 43 500 children screened for
hearing & vision difficulties
(direct impact projects)
✓ 800 schools & ECDs reached
with hearing & vision services
✓ 2 500 teachers reached
through training
✓ 11 indirect jobs created

Impact

Improved
sustainable hearing
care programmes
globally

✓ Nearly 1.5 million
tests conducted across
191 countries globally

SDG

Contribution
by hearX

Disclaimer: Impact indicators and SDG contribution as a result of business activities at the time of reporting
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R3.0bn
Fund size

15+ years
of socially responsible
investing

Targeting riskadjusted equity
returns by investing
in equity and related
assets

Active in 8 provinces

Tangible social and
developmental
impact

Exposure to
over 56 issuers AND
27 economic sectors

Supports nine
Sustainable
Development Goals

More than 80%
of the Fund
in medium-to-high
developmental
impact sectors

Long-term stable
returns

Futuregrowth Development Equity Fund Impact as at 30 September 2021
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CLIENT RELATIONSHIP TEAM

Disclaimer

Maseabi Marageni
mmarageni@futuregrowth.co.za
C +27 84 837 7295

Futuregrowth Asset Management (Pty) Ltd (“Futuregrowth”) is a licensed discretionary financial services provider, FSP 520, approved by
the Registrar of the Financial Sector Conduct Authority to provide intermediary services and advice in terms of the Financial Advisory and
Intermediary Services Act 37 of 2002. The fund values may be market linked or policy based. Market fluctuations and changes in
exchange rates may have an impact on fund values, prices and income and these are therefore not guaranteed. Past performance is not
necessarily a guide to future performance. Futuregrowth has comprehensive crime and professional indemnity in place. Performance
figures are sourced from Futuregrowth and IRESS.

Steffen Josephs
sjosephs@futuregrowth.co.za
C +27 83 327 3543
Ziyanda Tshaka
ziyandat@futuregrowth.co.za
C +27 83 666 0392
Marilyn Gates Garner
marilyng@futuregrowth.co.za
C +27 82 466 0868

Futuregrowth Development Equity Fund Impact as at 30 September 2021

This document is for information purposes only and is not intended as an offer or recommendation to buy or sell or a solicitation of an
offer to buy or sell a financial product or security. The recipient is advised to assess the information with the assistance of an advisor if
necessary, with regard to its compatibility with his/her own circumstances in view of any legal, regulatory, tax and other implications.
Personal trading by staff is restricted to ensure that there is no conflict of interest. All employees of Futuregrowth are remunerated with
salaries and standard short and long-term incentives. No commission or incentives are paid by Futuregrowth to any persons. All intergroup transactions are done on an arm’s length basis. Futuregrowth has comprehensive crime and professional indemnity insurance.
Futuregrowth prepared this document in good faith. Although the information in this document is based on sources considered to be
reliable, Futuregrowth makes no representation or warranty, express or implied, as to the accuracy or completeness of this document, nor
does it accept any liability which might arise from making use of this information.
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