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More to choosing an 
umbrella fund   
than costs
This was the headline of a 2016 Personal Finance 
editorial by the acclaimed (but now retired) 
financial journalist and consumer champion 
Bruce Cameron.

The editorial highlighted that employers should consider a long list 
of issues when selecting an umbrella fund provider and specifically 
highlighted costs, administration and governance as key factors in 
the decision-making process.
The 2016 Sanlam Benchmark Survey took this recommendation one step further, listing no fewer than 
16 important considerations  to take into account when selecting an umbrella fund.

But listing these 16 factors is surely only the start. What specific weighting should be given to each of 
these factors is possibly an even more interesting question.

The Umbrella Fund Study of 100 participating employers within commercial umbrella funds has for 
some years asked two questions that are directly relevant to this topic: 

1. What were the three main reasons for joining an umbrella fund?

a. More cost effective/cost savings

b. Ease of administration/less time consuming

c. Less responsibility/less fiduciary responsibility

2. In cases where employers had considered moving to another umbrella fund, what were the three 
main reasons for doing so?

a. Cost savings

b. Better investment returns

c. Better/easier administration

Research commissioned by Investec during 20161  reported that in deciding which umbrella fund to use 
“the decision is heavily influenced by an employee benefits consultant”. This research also found that 
“in the large majority of cases, there is a strong correlation between the consultant and the umbrella 
fund which trustees ultimately choose”.

Interestingly, participating employers themselves do not rank the influence of the consultant as a key 
factor in their decision to join an umbrella fund, according to the Benchmark Survey responses. But I 
suspect that is simply because this is never a factor formally rated in the decision-making process, and 
my own experience aligns with the Investec findings i.e. the consultant’s recommendations are very 
often the key determinant of what unfolds.

This year we decided to survey 16 employee benefits consultants on how they weighted the 16 identified 
key considerations in choosing an umbrella fund. Note that these consultants are independent of any 
commercial umbrella fund or sponsoring company. By restricting the survey to truly independent 
consultants, we were hoping that the answers would not be biased by what might suit any specific 
provider’s own umbrella fund. 

by 

Irlon Terblanche
Chief Executive Officer 

Sanlam Umbrella Solutions

1 Who is picking your umbrella fund?, Moneyweb article by Patrick Cairns, 13 December 2016
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Figure 1

We not only asked these consultants to rank the 16 attributes, but also to assign percentage 
weightings to each factor, totaling 100%. This added a degree of rigour to the process, and ensured 
each respondent had to think very carefully about each weighting.

The overall results are shown as Figure 2 below

Initial choice of umbrella fund1

Regular review of umbrella fund choice2

Advice on benefit structures3

Advice on regulation & taxation4

Advice on investment strategies & outcomes5

Member financial planning6

Market feedback helps improve product offerings7

Healthy pressure on service providers8

Good consultants vital to a competitive industry

Factor Number of Mentions Umbrella Fund Benchmark Weighting

Administration delivery 15 22%

Charges and costs 16 20%

Investments 12 11%

Transparency 14 10%

Flexibility 12 7%

Communication delivery 12 6%

Track record 11 4%

Governance infrastructure 10 4%

Insured benefits 8 4%

Client satisfaction / retention 9 3%

Quality of advice 6 2%

Preservation and annuitisation 5 2%

Experience 6 2%

Sponsor covenant 2 1%

Black economic empowerment 3 1%

National footprint 4 1%

 100%

Figure 2

One can quite rightly argue that other factors might also be important, or that the weightings should 
vary between different employers, or that there is an overlap between some of the factors. I agree 
– but nonetheless for the first time this survey enables industry players to start debating these 
important considerations with our clients and to move us closer to a situation where rational factors 
take precedence in the umbrella fund decision-making process.

It’s certainly interesting that the independent consultants differed slightly from participating employers 
by placing a slightly higher weighting on administration delivery than on costs. Could these be insights 
from practical experience?

I’d like to propose that these 2017 results be used as base Umbrella Fund Benchmark Weightings for 
employee benefit consultants to use when debating the choice of umbrella fund provider with their 
clients. The Benchmark Weightings should be up-weighted or down-weighted as appropriate in each 
case, but at least these can be used as a basis for discussion with clients.

Bruce Cameron ended his editorial by stating “The question that must be answered is which fund will 
best suit the needs of the employers and employees”. Hopefully this research takes the industry one 
step closer to answering that question.


