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Inflation-Linked Bonds are adjusted upwards for inflation as measured by CPI 
(primary and secondary). In addition to this adjustment of capital for inflation 
the bonds also pay a fixed interest coupon known as a real yield. This interest 
is paid out semi-annually on the underlying bonds, and movements in real 
yields affect the return achieved over the short term. 
 
The real yield on the Inflation-X basket is currently at 2.52% and is expected 
to remain at these levels over the near term given that at current levels demand 
far surpasses supply and that recent CPI figures  have consistently surprised to 
the upside. Figure 2 illustrates the real yields on the Inflation-X portfolio 
(back-tested) since 2005.  
 
Should you be interested in investing Inflation-Linked Bonds, please feel free 
to contact RMB for further information on Inflation-X. 
 

Inflation-X tracks the performance of the Government Inflation Linked Bond 
Index (“GILBx”) and is listed on the JSE, providing investors with a seamless 
and cost effective way to invest in Government inflation linked bonds.  
 
Inflation-linked bonds are an attractive asset class offering investors an  
effective method of hedging out inflation risk thus preserving their wealth in 
real terms. As the bonds in the Inflation-X portfolio are issued by the South 
African Government,  the product is essentially credit risk free. 
  
Inflation-X was successfully launched in May 2009 raising in excess of R100m 
during the IPO. Investor interest remains strong and the fund has continued to 
attract new inflows with funds under management currently sitting  at R128m. 
 
Inflation-X trades in price and is an open ended fund allowing investors to 
invest either through the secondary market (JSE), where Rand Merchant Banks 
actively makes a market in the product or through contacting the manager to 
create additional ETF units. Asset management fees are attractive and based on 
a sliding fee structure as indicated in Figure 3. 
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REAL YIELDS FUND DETAILS 
Fund Name 
 
Nature 
 
Asset Manager 
Underlying Index 
Total Expense Ratio 
(TER) 
Upfront Fee 
Distribution Dates 
Risk Profile 
Yield 
NAV 
R/pt 
May (CPI) 
Bloomberg 

Bips Government Inflation-Linked Bond Fund 
(Inflation-X) 
Inflation-X provides investors with exposure to 
Government Inflation-Linked Bonds [Figure 1] 
Rand Merchant Bank 
GILBx: 142.16 
TBA 
 
0% 
March, June, September and December 
Conservative 
Inflation + 2,52% (Real yield of fund, variable) 
14.38 
1591.50 
8% 
BIPINF SJ EQUITY 

Figure 1: CONSTITUENT BONDS AND RESPECTIVE 
WEIGHTS  

Underlying Bonds Coupon Maturity Portfolio Weight 

R189 
                                   

6.25  2013 46% 

R197 
                                     

5.50  2023 36% 

R202 3.45  2033 15% 

R210 
                                

2.60  2028 14% 

Figure 3: MANAGEMENT FEES  

Investment   Incremental Fee (%)  

< R1 000 000 0.39 

R1 000 000 - R10 000 000 0.35 

R10 000 000 - R50 000 000  0.29 

R50 000 000 - R100 000 000 0.19 

> R100 000 000  0.10 

Figure 2: REAL YIELDS FOR THE BASKET 
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Inflation-X: Real Yields 
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