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WHAT CHANGES TO 
REGULATION 28 MEAN FOR 
FUNDS 

The 2021 Budget speech by the Minister of 

Finance, Tito Mboweni, highlighted potential 

changes to regulation 28 of the Pension Funds Act 

to allow for increased investment in national 

infrastructure projects.

REGULATION 28 
The Pension Funds Act guarantees a high 
degree of protection for your savings in a 
retirement fund – far higher than in any other 
type of investment. It stipulates that your savings 
must be managed prudently with due attention 
to risk, and that this fiduciary responsibility lies 
with the fund’s board of trustees. Regulation 28 
ensures that your investment is diversified and 
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is not overly concentrated in a single asset or 
asset class – so that, for example, the bulk of 
your savings cannot land up being invested in the 
company for which you are working, as happened 
in the Robert Maxwell pension scandal in the UK 
30 years ago. 

The main limits set by regulation 28 are that not 

more than 75% of the fund can be invested in the 
equity market, not more than 40% can be invested 
offshore (30% outside Africa and another 10% in 
Africa outside South Africa) and not more than 
25% can be invested in listed property. It also limits 
investment in private equity and hedge funds to 
10% of the portfolio. The announcement by the 
minister that regulation 28 would be changed to 
allow for increased investment in infrastructure was 
followed by the publication of draft amendments 

to the regulation on 26 February 2021 to allow 

for this. 
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CALL TO ACTION

The Fund reminds members that infrastructure 

investment is a good thing for the country and that 

there is no cause for concern.
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Until now “infrastructure” has not been defined 

under regulation 28, which has concerned itself 

with broad asset classes. The draft amendment 

does not introduce infrastructure as a new asset 

class but allows for infrastructure investments to 

be recognised and recorded within asset classes – 

they may take the form of listed equities (companies 

listed on the JSE focusing on infrastructure 

projects), government or corporate bonds (many 

infrastructure projects are funded through bonds) 

or private equity (unlisted companies specialising 

in infrastructure). 

Across these asset classes, the proposal is that 

infrastructure investments be limited to 45% 

plus an additional 10% into Africa. The ISASA 

Pension Scheme and Provident Fund already 

have an exposure towards these investments. 

Although these figures may seem high, don’t  

forget this is merely a maximum limit and is 

deliberately set high to give funds the space to 

allocate to infrastructure investments that are 

often illiquid. Illiquid assets require some caution 

when allocating assets to them as a change in the 

overall assets of the fund or a shift in strategy 

may push the fund over the maximum limits if 

these assets cannot be liquidated in response to 

the change. Funds should therefore not allocate 

the maximum allowed to any illiquid asset. Hence 

the space being provided in these proposed limits. 

No minimum percentages or allocations are being 

prescribed. 

Note that these limits are still in draft form. 

There are no immediate changes that the 

Fund needs to make to its Investment Policy 

and no cause for concern for members.
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