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The world at large is evolving and so is the world of investments. There has been various changes 
in the Investment environment, some of which include the growing relevance of alternative 
asset classes, (these are investments that are not made in stock exchanges), the increasing 
complexity of investments that are traded on stock exchanges and even the part that geopolitics 
are now playing in driving market performance. This article is aimed at discussing some of 
these noted changes and their impact on the performance of the member pension assets.

Geopolitics

Geopolitics is the interaction between political power and decisions of different geographical areas, 
especially countries or blocks of countries. The political world is a key factor to consider when 
making investments. Recent events around the world have demonstrated that a good investment 
manager is one who considers the implications brought about by political decisions in the money 
that they manage, at the end of the day, they are law and policy makers. Investments are considered 
ideas that are expected to generate returns. To every idea, there exists a risk that the idea does 
not work out as envisaged, simply because of other external factors outside of the control of the 
investment manager. A good example of such a factor which poses a risk to performance or returns 
are political events. For instance, the economic tensions between China and the USA a few years ago.
 
These tensions have resulted in economic battles or wars including restriction of imports, changes in amount 
of debt held and others, means including increased tariffs that ultimately affect the trade between the two 
countries. For instance, in the past the US has been concerned about the amount of its debt held by China, 
out of concern for currency volatility and financial stability implications. This ultimately has an impact on 
their currencies – mostly negative as such wars do not often have outright winners in the short term. 
Ultimately, this also affects companies and their debt as well as the financial performance of companies 
that investors such as pension funds are invested in. The negative financial performance eventually shows 
in the decline of share prices as well as negative performance of bonds issued by these companies. 

Geopolitical events can be unpredictable. The current war between Russia and Ukraine being an 
example. The impact of the war revealed to many people the role that the two countries play 
on the commodity (such as oil which affects petrol prices) value chain at a global level. Many 
people learnt for the first time that the price of the food they eat can easily and meaningfully 
be affected by geopolitics, such as the Russia/Ukraine war to such current extents. Hence these 
events are erratic in timing and can have least expected impacts such as the commodity example.
Effects of geopolitical events on investments can be difficult to isolate and influence. Supply chain           
constraints and commodity shortages that arise from these have far reaching consequences on                            
economies. Businesses are also affected and so are investments in these businesses, mostly  negatively. 



  Growth of alternative investment options

The world of alternative investments has seen the rise of alternative asset classes such 
as property, investments in start-up businesses and all kinds of private capital, including 
private equity and private debt. Generally alternative assets are assets which are not listed 
on public markets. Pension funds are increasingly making allocations to these asset classes.  
There are also growing innovations in these areas including the growth of alternative asset fund of 
funds, which amongst others help smaller investors to gain access. Ordinarily, these are quite difficult 
to gain access to as they are not traded in stock markets. Minimum investments required by these 
new investments are made affordable through the pooling of smaller investor funds by fund of funds. 
Some potential asset classes are also starting to emerge. Virtual assets in the broader financial 
ecosystem is something that is not yet conclusive about its investability as an asset class but 
nonetheless not entirely ignorable. Such virtual assets as crypto currencies (e.g. bitcoin) are 
getting significant investor attention. One thing that is however obvious to most regulators is 
the need to regulate these particularly given the level of risk and volatility embedded in them.   

  Increasing complexity of Stock market Investments

Traditional assets such as listed equities, bonds and cash have been relatively well understood 
by investors. Retail investors have also participated in these assets. The changes in financial                                                                                             
technology including stock broking platforms have made it relatively cheaper to access and own these assets. 

However, the asset classes have grown in terms of assets invested and the nature and role of intermediaries. 
Physical brokers – who are responsible for the facilitation of trading in these asset classes, have reduced 
in role and number due to technological evolution which caused a lot of consolidations, ease of execution 
and relatively more efficient solutions to trading. Advisors on the other hand, including asset managers still 
continue to increase in number. Technology is making inroads into the role of advisors. Artificial intelligence 
(AI), is  beginning  to complement and in some instances replace advisors. Whilst this has not yet been 
impactful, it remains  to be seen what the impact of technology will be on the nature of asset management and 
other advisory roles. Such competition between the traditional way of doing things against the more efficient 
current ones tend to have a cost lowering impact for the investor or the pension member, which is positive.
Some of these new developments include investments in mutual funds. This is whereby investors 
can give money to an asset manager who will be in charge of investing the funds on behalf of many                                        
investors and the returns will be distributed among the investors who have put money in the mutual fund. 



In conclusion, the implications of the complexity of the investment world, in some instances 
result in increased costs of investment operations and increased risk of failing to meet expected 

returns. Thus, pension funds have to strive harder than ever to obtain expected returns. Members 
of these pension funds need to also be patient and up to date with some of the complexities that 
their investments face. So that they may have realistic expectations about retirement income. 
The biggest positive outcome is the impact if diversification that comes from alternative asset 
classes. These have been found to be good diversifiers and inflation protectors over the long-term. 


