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GLOSSARY

Active stock-picking investment process
This is when asset managers actively and tactically vary their stock selections based on economic and
market data, and fundamental valuations, etc. This should lessen an investor's exposure to declining
markets and helps preserve capital.

Capital growth
Capital growth is the profit made on an investment, measured by the increase in its market value over
the invested amount or cost price. It is also called capital appreciation.

Investment Scheme
Collective investment schemes (also called unit trusts) are portfolios of assets such as equities, bonds,
cash and listed property, in which investors can buy units. They allow private investors to pool their
money together into a single fund, thus spreading their risk across a range of investments, getting the
benefit of professional fund management, and reducing their costs.

Equities
Equities are shares that represent an institution's or individual's ownership in a listed company. These
shares are also the "vehicle" through which they are able to "share" in the profits made by that company.
As the company grows, and the expectation of improved profits increases, the market price of the share
will increase which translates into a capital gain for the shareholder. Similarly, negative sentiment about
the company will result in the share price falling. Shares / equities are usually considered to have the
potential for the highest return of all the investment classes but also have the highest level of risk i.e.
share investments have the most volatile returns over the short term. An investment in equities should
be viewed with a 7 to 10 year horizon.

Feeder Fund
A feeder fund is a South African-based fund that feeds exclusively into its primary foreign-based fund.
It allows investors easy access to investing in an offshore fund, eliminating complicated tax and other
implications. The shares of the feeder fund represent shares in the primary fund (called a master fund).

Liquidity
The ability to easily turn assets or investments into cash.

LISP (Linked Investment Service Provider)
A Linked Investment Service Provider is a financial institution which packages, distributes and
administers a broad range of unit trust-based investments. Any investment made through these
products gives an investor a single point of entry into a selection of different investments.

Money Market Instruments
A money market instrument is a low risk, highly liquid, short-term (one year or less) debt instrument,
issued by financial institutions or governments, that tend to have lower returns than high-risk
investments.

Participatory interests
When you buy a unit trust, your money is pooled with that of many other investors. The total value of
the pool of invested money in a unit trust fund is split into equal portions called participatory interests or
units. When you invest your money in a unit trust, you buy a portion of the participatory interests in the
total unit trust portfolio. Participatory interests are therefore the number of units that you have in a
particular unit trust portfolio.
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Sharpe ratio
The Sharpe ratio measures risk-adjusted performance of an investment or portfolio. It measures the
amount of risk associated with the returns generated by the portfolio and indicates whether a portfolio’s
returns are due to excessive risk or not. The greater a portfolio’s Sharpe ratio, the better its risk-adjusted
performance has been (i.e. a higher return with a contained risk profile, where the portfolio manager is
not taking excessive risk to achieve those returns).
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