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of income 
distributions

What are income distributions? 
Income distributions occur when a unit trust fund distributes the net income, which is the income earned in the 
fund, minus the permissible fund expenses. 
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What happens when 
distributions are paid? 
The daily NAV (Net Asset Value) price of a 
fund consists of a capital portion and an 
income portion. When a fund pays out 
the income portion of the fund as part 
of the income distribution, the daily NAV 
price of the fund will decrease by the 
amount of income distributed on the day 
that the income is paid out, known as the 
distribution date. Investors in a fund have 
the option to reinvest income distributions 
in the same fund or have the income paid 
into their bank account. 

The fund earns income from investing in underlying instruments, which includes REIT income, interest income and dividends. Income 
distributions are paid out periodically, on the fund’s distribution dates as stated in the supplemental deed of the fund and disclosed on the 
relevant fund’s MDD.

The frequency of income distributions varies across funds. That said, funds with a larger allocation to short-term interest-bearing instruments 
tend to declare income distributions more frequently, typically quarterly, while funds with larger allocations to growth assets tend to distribute 
income less frequently, typically half yearly. 

In instances where the income earned in the fund is less than the expenses, the fund will not have any income to declare and the income 
distribution will, therefore, be zero. 

Why would a client’s market value decrease on their 
statement?
The NAV price of the fund will decrease as the income is paid out of the fund to the investors. 
All things being equal, the drop in NAV price will equal the income amount being paid out 
to investors and will cause the investor’s market value of their investment to decrease by the 
amount received as an income distribution. The income distribution may then be used by  
the investor to buy more units in the fund (in other words, they are reinvested). 

We must highlight, though, that the drop in the NAV price of the fund won’t necessarily 
equal the income distribution of the fund, as the fund value will be subject to daily market 
movements. Income distributions are also not the same every time as it depends on the 
amount of income earned by the fund for each particular distribution period. Previous  
income distributions can be found on the MDD of the fund.

income earned       –       fund expenses       =       net income distributed
(REITs, interest, dividends)



If any of this isn’t clear, please don’t hesitate to contact your financial advisor so that they can explain income distributions in more detail to you. 

you

THE INS AND OUTS  

of income 
distributions

Here is a simplified example: 

Investor A has 10 000 units in the fund at month end and the NAV price of the fund is 120.00 cents per unit. 

Investor A’s market value before income distribution:    120.00c R12 000.0010 000 x =

The fund declares an income distribution of 5 cents per unit. The fund NAV price, after the income distribution, is now 115.00 cents 
per unit.

Investor A’s market value on their statement after income distributions:    115.00c R11 500.0010 000 x =

BUT Investor A will receive 5 cents per unit as part of their income distribution which equates to

5.00c R500.0010 000 x =

Therefore, Investor A’s market value is:   R500.00 R12 000.00R11 500.00 + =

 
Reinvestments of the R500 income distribution may take a few days to reflect on the investor’s statement.

(This example is for illustrative purposes only and has assumed no market movements)

Atom Capital is an Authorised Financial Services Provider, FSP: 52704.

www.atomcapital.co.za   |   T: +27 72 926 3074

Disclaimer 

The information provided is for internal use only and is of a general nature and does not take into account investor’s objectives, financial situations or needs. The information and opinions contained in 
this document are recorded and expressed in good faith and in reliance on sources believed to be credible. No representation, warranty, undertaking or guarantee of whatever nature is given on the 
accuracy and/or completeness of such information or the correctness of such opinions. Views are subject to change on the basis of additional or new research, new facts or developments. Analytics 
Consulting will have no liability of whatever nature and however arising in respect of any claim, damages, loss or expenses suffered directly or indirectly by an investor acting on the information 
contained in this document. The information does not constitute financial product advice and it should not be used, relied upon or treated as a substitute for specific, professional advice. It is, 
therefore, recommended that investors obtain the appropriate legal, tax, investment and/or other professional advice and formulate an investment strategy that would suit the investor’s risk profile 
prior to acting on such information and to consider whether any recommendation is appropriate considering the investor’s own objectives and particular needs.  
No guarantee of investment performance or capital protection should be inferred from any of the information contained in this document.

Collective Investment Schemes in Securities (“CIS”) are generally medium- to long-term investments. The value of participatory interests may go down as well as up and past performance is not 
necessarily a guide to future performance. CIS are traded at ruling prices and can engage in borrowing and scrip lending.


