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FOREWORD
Welcome to the Glacier Research Shopping List – your reference guide to superior collective investment schemes in South Africa.
When the Glacier Research team selects funds for the Shopping List we are looking for quality fund managers who have displayed the ability to
produce consistent outperformance over meaningful time periods and the ability to protect capital in adverse market conditions, relative to peers.
We strive to ensure that the most objective and independent selections are made - always keeping our clients in mind. The process focuses on
both quantitative and qualitative assessments, but the ultimate fund selection is tilted towards the latter. Please have a look at our fund selection
process for a better understanding of what we take into account when selecting a fund.
The South African equity market moved sideways during Q2 in 2017 with the ALSI delivering a negative return of -0.39%. Local fixed-income
markets took severe punishment during the final month of the quarter as returns across all fixed-income instruments, apart from shorter-term
bonds, were negative. The economy contracted by an annualised 0.7% quarter-on-quarter in Q1 of 2017. This was substantially below the 0.9%
quarter-on-quarter growth predicted by general consensus. This was the second negative growth recorded in two quarters, resulting in South
Africa slipping into a ‘technical recession’.
Globally, the positive start to 2017 continued in Q2 with developed market
equities delivering 3.38% in USD (0.70% in rand). Emerging markets went
from strength to strength, returning 5.47% in USD (2.73% in rand). The rand
strengthened by 2.60% against the dollar in Q2.
We have broken our previous record (106) and have already completed 141
asset manager interviews and due diligence meetings year-to-date! Our
interactions with top local and global asset managers provide us with unique
qualitative insights which form a large part of our fund assessment process.
SIM Inflation Plus Fund
Followers of the Shopping List will know that the SIM Inflation Plus has been
a regular on the Shopping List for more than five years. The fund has shown
tremendous risk-adjusted returns and has provided a lot of investors via
the Glacier platform with solid returns as well as downside protection. The
departure of Philip Liebenberg from Sanlam Investments has resulted in six
months of intense interaction between Glacier Research and the SIM team.
This included interactions with portfolio managers (both past and present),
investment professionals as well as senior management.

Our interactions
with top local and
global asset managers
provide us with
unique qualitative
insights which form a
large part of our fund
assessment process.

Primary portfolio management responsibilities now rest with Natasha
Narsingh. Narsingh has been involved with the fund in particular since 2009
and has been managing institutional absolute-return mandates since then.
Inflation Plus leverages off most of the SIM house capabilities, including asset
allocation, fixed income, property, equity and derivatives, and Narsingh will look to work even closer with the broader team to continue to
replicate the fund’s superior risk-adjusted return profile of the past. SIM will also look to employ a co-manager with a specific fixed-interest
background to work alongside Narsingh and compliment her equity background in the near future. Overall, Glacier Research has a positive view
of the overall SIM investment team.
We are happy to report that we are confident enough to keep the fund on the Shopping List. However, given the changes, the team will closely
monitor the performance profile of the fund and further engage with Narsingh and team over the next six to twelve months.
Fund additions to the Shopping List
1.

Nedgroup Investments Global Flexible Feeder Fund (FPA): This is a highly concentrated portfolio that is managed by First Pacific Advisors
(FPA). The managers follow a strong value- contrarian approach, with an absolute return mind-set. The objective of the fund is to provide
an equity-like return over the long-term with less risk than the stock market, while avoiding permanent impairment of capital by allocating
across asset classes and investing across the capital structure. This fund is suitable for an investor looking for a concentrated absolute return
focussed global multi-asset fund. The investment team is highly qualified and experienced with a proven long-term track record of managing
the fund since 1993. The fund has delivered strong top quartile performance, most notably over longer, more meaningful investment periods.
It has a low correlation to its peers, has a specific value style bias and offers something different to other macro, top-down or more
fundamental, bottom-up type funds in the category.

2.

SIM Enhanced Yield Fund: The SIM Enhanced Yield Fund is managed by Melville du Plessis, who follows a team-based approach with
respect to the instruments and issuers that make up the fund’s investment universe. The credit process in the fixed interest team is one of
the outstanding competitive advantages for this fund and Sanlam Investments as a whole. We believe that du Plessis’s experience and ability
in managing this fund is definitely a value add. The fund has consistently delivered returns above its benchmark and the SA Interest Bearing
Category average over one-, three-, five- and six-year periods. However, the fund does display higher volatility in comparison to the category
average, but investors are compensated for the added risk.

3.

Coronation Bond Fund: Coronation as an asset management house has one of the strongest investment teams in the country. This holds true
especially for their fixed income capability. Nishan Maharaj and Mark le Roux have extensive experience in managing this fund and the fixed
income team has remained relatively stable over time. From a portfolio construction perspective, the fund is suited to serve as a core bond
component of a building block portfolio and can also be included in various risk-profile portfolios. It is worth noting that this is an actively
managed bond fund that can go up to 10% offshore, which is something unique relative to peers in the category. On a quantitative basis the
fund displays a superior excess and risk-adjusted return profile relative to peers. And over all periods its performance has been in the first
quartile, whilst outperforming its benchmark since inception.
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Nedgroup Investments Core Diversified Fund (passive fund alternative): This fund provides investors with a more traditional multi asset high
equity (maximum 75% equities) passive alternative – as its local equity component is represented by the Shareholder Weighted Index (SWIX),
as opposed to the smart beta local equity component of the Satrix Balanced Index Fund. These two funds are differentiated by the local equity
holding and can therefore be used in combination to reduce portfolio costs while still providing diversification across asset classes.
BCI Income Plus Fund (Fairtree Capital): The Fairtree team responsible for managing this mandate is highly qualified, with all team members
having at least a master’s degree in either maths or engineering. The senior portfolio managers own equity in their business unit, which allows for
alignment of interests. The fund is managed quantitatively and provides something completely different, as it will always be fully hedged back to
ZAR on the foreign currency exposure and will never take on duration (interest rate risk), as all holdings are floating-rate instruments, whereas
both of these factors are actively managed within the other quantitatively focussed Shopping List fund, the Prescient Income Provider Fund. The
fund is a top performer within its respective category, maintaining top-quartile performance since fund inception, consistent outperformance
of cash over all 12-month rolling periods and the fund has never experienced any rolling three-monthly drawdowns and only a single one-month
drawdown since inception.
Fund removed from the Shopping List
Old Mutual Income Fund (Futuregrowth): This was not an easy decision to make, because we still believe that as a focussed fixed income
house, Futuregrowth is strong qualitatively. Their proprietary research, investment knowledge and experience is undoubtedly a value add. We
also note that they were one of the few funds which did not side pocket their ABIL holdings, demonstrating that the client truly does come first
for them. Our concerns are mainly regarding performance, but more so in terms of the consistency of the fund’s return profile. The fund has
underperformed its benchmark and cash over the past few years and more recently has done exceptionally well in 2016 and
year to date. However, we are aware that this is mainly as a result of the fund selling off its ABIL holdings.
We’d like to thank you for your on-going support and assure you of our commitment to meeting the investment needs of your clients.
Please contact the team at any stage if you have any queries or if we can assist in any way.
Leigh Köhler
Head: Glacier Research
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QUARTERLY ECONOMIC
AND FINANCIAL MARKET REVIEW
The South African economy contracted by an annualised 0.7% q/q in Q1 of 2017. This was substantially below the 0.9% q/q growth predicted by
general consensus. This was the second negative growth recorded in two quarters resulting in South Africa slipping into a ‘technical recession’.
The primary drivers behind this were trade, catering and accommodation which delivered a -5.9% return, followed by manufacturing (-3.71%)
contributing negatively to GDP for the third straight quarter.
The South African market, in general, moved sideways during Q2 in 2017 with the ALSI delivering a negative return of -0.39%. Any positive
contributions experienced during April were wiped out over the following two months as mid-cap and small-cap shares were large detractors
from overall performance. Once again, political upheavals dominated the headlines and impacted on market sentiment with highlights including
our President surviving yet another challenge on his position and Brian Molefe being re-appointed as the CEO of ESKOM.
Our local fixed income markets took severe punishment during the final month of the quarter as returns across all fixed income instruments, apart
from shorter-term bonds, were negative. This included inflation linked instruments which, on average, returned -0.19% for the month of June.
However, for the quarter the ALBI returned +1.49% with the best performing fixed income asset class being the 3-7Yr range of the yield curve
which delivered +2.44%. Preference shares and cash remained relatively consistent in Q2 increasing +1.29% and +1.85%.
Large-caps delivered 0.94% in Q2 while mid- and small-caps returned -3.54% and -2.78%. Resources was the worst performer (-7.05%) followed
by Industrials (-1.06%) and Financials (-0.01%). SA Industrials (including dual-listed companies) was the best performer returning 2.21% in Q2.
Globally, the positive start to 2017 continued in Q2 with developed market equities delivering 3.38% in USD (0.70% in Rand). Emerging markets
went from strength to strength returning 5.47% in USD (2.73% in Rand). The Rand strengthened by 2.60% against the dollar in Q2. The Fed voted
to hike interest rates by 0.25% in June, marking the second hike this year as US Federal Reserve Chair Janet Yellen signalled that the US economy
is able to withstand higher interest rates. The US GDP rose by an annualised 1.4% q/q in Q1, outperforming the consensus forecast of 1.2%. In
Europe the ECB kept its interest rate policy unchanged while in the UK, Theresa May and her decision to call a snap general election dominated
the headlines in June. This decision back-fired as the Conservative party lost its majority standing. As a result this weakened both the strength
and stability of her government at a crucial time.

Emerging markets
went from strength
to strength returning
5.47% in USD
(2.73% in Rand).

T H E S H O P P I N G L I S T BY G L AC I E R R E S E A R C H - Q 2 - AU G U S T 2 0 1 7

4

TH E TEA M

Cindy Mathews-De Vries
Cindy holds a MSc (Cum Laude) degree in Computational finance, BSc (Computer science and Mathematics) degree and Associate in Management
(AIM). She has 9 years’ financial services industry experience of which seven years were spent as an equity analyst. She started her career as a
software developer at Tellumat and later as a quantitative analyst at Futuregrowth Asset Management. Cindy joined Glacier in January 2017.

Darren Burns
Darren is a CFA charter holder and holds a degree in Investment Management (Stellenbosch University) and a BCom (Hons) in Financial Analysis and
Portfolio Management from the University of Cape Town. He has completed RE 1, 3 and 5 exams and has the relevant experience as a representative
and key individual for both a Cat I and Cat II licences. Darren joined Glacier from Secure Wealth, where he worked for seven years as a director, financial
adviser and analyst. He joined Glacier as a Fund and Client solutions specialist in October 2016.

Francis Marais
Francis is a CFA Charter holder and holds a BCom (Hons) degree in Financial Analysis from the University of Stellenbosch. He started his career at
Sanlam Employee Benefits as a fund accountant and later on as a review manager. He then spent four years as the operations and research manager
at Nostic Asset Management (Category II Discretionary FSP). Francis joined Glacier Research in March 2015.

Imraan Khan
Imraan holds a BCom (Finance and Economics) degree and BCom (Hons) degree specialising in Finance and Investment from the University of
the Western Cape (UWC). He joined Glacier in 2011 as a client service consultant from a Graduate Programme in Santam. Imraan joined the Glacier
Research team in November 2016.

Johann-Hendrik Vlok
Jan holds a BCom degree in Investment Management as well as a Post Graduate Diploma in Financial Planning. He has completed all three CFA exams
and passed the Financial Planning Institute’s Professional Competency Exam in 2017. Jan started his career as an administrator and underwriter at
MUA Insurance, he joined MyWealthbook as a trader and later joined Findata Financial Services as a Para Planner. He joined the Glacier Research team
in December 2016.

Leigh Köhler
Leigh joined Glacier in 2003 after completing his BCom undergraduate degree in Politics, Philosophy and Economics from the University of Cape
Town. He later qualified with a BCom (Hons) in Economics from UNISA. Leigh was previously the head of the Investment Administration team at Glacier
before taking up the role as head of Glacier Research in 2012.

Liesl-Mari de Jager
Liesl-Mari holds a BA (Hons) degree in Industrial Psychology (Cum Laude) and MBA (Cum Laude). She has 18 years’ financial services industry
experience of which five years were spent as an equity analyst. Liesl-Mari joined Glacier in 2002 and was previously the head of Glacier Risk and
Compliance, then head of Glacier Research before taking up the role as head of Client and Fund Solutions.

Luke McMahon
Luke holds a BCom (Acc) degree and BCom (Hons) degree in Business Administration from the University of the Western Cape (UWC). He also holds
a Master’s degree in Business Management from UWC. Luke joined Glacier Research in January 2016.

Shawn Phillips
Shawn holds a BCom (Hons) degree in Financial Analysis and Portfolio Management from the University of Cape Town. He also holds a BSocSci degree
in Philosophy, Politics and Economics from the University of Cape Town. Shawn joined Glacier Research in January 2016.
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FUND SELECTION PROCESS

AIM

1
2

INITIAL
SCREENING

To identify funds that deliver consistent, long-term out-performance
and display the ability to protect capital when markets are falling.

Fund size greater
than R250 million

3

Three-year track record of
managing the fund

Single managers

Year

QUANTITATIVE
ANALYSIS

Performance analysis using both rolling and cumulative (static) return measures but most emphasis is placed on
rolling returns (useful for examining the behaviour of returns for holding periods similar to those actually experienced
by investors). We look for funds that consistently display first and second quartile outperformance relative to peers
over all periods where possible (one – ten years) with most of the emphasis placed on the longer periods.
Statistical risk measure analysis aimed at understanding the volatility of the fund, which includes standard
deviation and downside deviation.
Statistical risk-return measure analysis of the fund aimed at understanding the achieved return per unit of risk
taken. This includes Sharpe, Sortino, Treynor, Calmar and Information ratios.
Drawdown analysis aimed at understanding the capital preservation ability of the fund, which includes maximum
drawdowns, up-and-down capture.
Consistency: We look for funds that consistently outperform peers across risk, risk-return and drawdown
measurements and therefore are ranked consistently above peers over all periods where possible (one – ten years)
with most of the emphasis placed on the longer periods.
Correlation analysis aimed at understanding how well the fund can be combined with others in a portfolio.
The quantitative analysis process is conducted quarterly.

3

QUALITATIVE
ANALYSIS

Investment Philosophy:
Convincing and wellarticulated investment
philosophy.

Remuneration and
incentive structures:
Fair and aligned with
the investor objectives.

Investment Process:
Disciplined, methodical
and repeatable
investment process
with exceptional
risk management
capabilities.

Stable business: Stable
group and management
structures. Healthy
financial position.

Culture of co-investment: Evidence of
investing alongside the clients

4

FINAL
SELECTION

Investment Team: An
investment team that
has been together for a
long period of time; with
individuals who have
relevant experience, proven
investment expertise and
a track record within the
relevant asset class.

Focus on stewardship
and long-term investing

Passion, perspective, purpose and progress:
Managers who are highly motivated and
intensely competitive are more likely to be
focused on excellence in performance results.

The output from the research process, both quantitative and qualitative, is discussed by the Glacier Research
Investment Committee to decide the final composition of the Shopping List. In line with the philosophy of longterm investing, the list of funds will remain fairly stable over time. Any changes will be highlighted in the fund/sector
comment. The number of funds appearing per category will be proportionate to the size of the category.
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FUND INDEX
Funds suited for multi-asset portfolio construction
SA - Multi-Asset
Income

Low Equity

Medium Equity

High Equity

Flexible

BCI Income Plus

Coronation Balanced
Defensive*

Coronation Capital Plus*

Allan Gray Balanced*

Bateleur Flexible Prescient

Nedgroup Investments
Opportunity Fund*
(ABAX Investments)

Coronation Balanced Plus*

Laurium Flexible Prescient

Foord Balanced*

PSG Flexible
Truffle Flexible

Coronation Strategic Income
Prescient Income Provider

Nedgroup Stable
(Foord Asset Managers)

Prudential Enhanced Income

Prudential Inflation Plus*

Investec Opportunity*

SIM Active Income

SIM Inflation Plus

SIM Balanced*

Global

Worldwide

Passive Fund Alternatives

Multi-Asset
High Equity

Multi-Asset-Flexible

Multi-Asset-Flexible

SA Multi-Asset
Low Equity

SA Multi-Asset
High Equity

Coronation Global Managed

Nedgroup Investments
Global Flexible

Foord Flexible FoF

Satrix Low Equity
Balanced Index #

Nedgroup Invesment
Core Diversified ###

Investec Global Strategic
Managed Feeder

Satrix Balanced
Index ##

Funds suited for specialist asset class building-block portfolio construction
SA - Interest-Bearing
Money-Market

Short-Term

Variable Term

Glacier Money Market

Nedgroup Investments Core
Income (Taquanta Asset
Managers)

Coronation Bond

Nedgroup Investments
Money Market (Taquanta
Asset Managers)

Stanlib Bond

SIM Enhanced Yield
Stanlib Income

SA - Real Estate

SA - Equity

SA Real Estate

Equity General

Catalyst SA Property

Coronation Equity
		
Foord Equity
		
Investec Equity Fund

Marriott Dividend Growth
		
Prudential Dividend Maximiser
		
PSG Equity
SIM General Equity

SA - Equity Specialist
Mid & Small Cap

Financial

Industrial

Resources

Nedgroup Investments
Entrepreneur
(ABAX Investments)

Nedgroup Investments
Financials
(Denker Capital)

SIM Industrial

Investec Commodity

Global**
Equity General

Real Estate

Glacier Global Stock Feeder

Old Mutual Global Equity Feeder

Investec Worldwide Equity Feeder

Nedgroup Investments Global Equity
Fund (Veritas Asset Management)

* Regulation 28 compliant

Catalyst Global Real Estate Feeder

** Glacier Global Stock Feeder Fund has been added to the Shopping List. Please see the Global Equity General category for commentary.
# Strategic Asset Allocation –
Equity: 35%; Property: 5%; Nominal Bonds: 25%; ILBs: 10%; Cash: 25%. Local: 80%;
Foreign: 20%

## Strategic Asset Allocation –
Equity: 70%; Property: 6%; Nominal Bonds: 13%; ILBs: 6%; Cash: 5%. Local: 80%;
Foreign: 20%

### Strategic Asset Allocation –
Equity: 67.5%; Property: 5%; Nominal Bonds: 7.5%; ILBs: 5%; Cash: 7.5%. Local: 75.5%;
Foreign: 24.5%
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GLACIER RESEARCH’S GUIDE TO
PORTFOLIO CONSTRUCTI ON
There are a number of approaches that can be followed when constructing investment portfolios for clients. This section focuses on arguably the
two most popular approaches, namely the prudential (or multi-asset fund) approach and the building block approach.
Below, we outline the portfolio construction process of each approach, using practical examples where possible. We also highlight some of the
key characteristics of each approach to assist you in selecting the best method for you and your clients.

1

MULTI-ASSET FUND APPROACH
The key characteristics of this approach include:
•
•
•
•

The use of multi-asset funds to construct the investment portfolio
The financial adviser being responsible for the strategic (long-term) asset allocation
Outsourcing of the tactical (short- to medium-term) asset allocation duties to the portfolio or asset manager
Advice risk being less of a concern for the adviser if the portfolio is structured using maximum mandated limits

The five steps involved in constructing a multi-asset fund portfolio

STEP 2:
Determine the strategic asset allocation

?

STEP 1:
Determine the client’s risk profile
Use the RITA or Oxford tool (or other
risk profiling tool) to determine the
client’s risk profile.

Having determined the client’s risk profile, the adviser
can match this profile loosely to the respective ASISA
categories. The two tables below illustrate the abovementioned point.
Maximum
Equity
Exposure

Maximum
Property
Exposure

Maximum
Foreign
Exposure

SA Multi-Asset Income

10%

25%

25%

SA Multi-Asset Low Equity

40%

25%

25%

SA Multi-Asset Medium Equity

60%

25%

25%

SA Multi-Asset High Equity

75%

25%

25%

100%

100%

25%

Maximum
Equity
Exposure

Maximum
Property
Exposure

Maximum
Foreign
Exposure

Conservative investor

10%

25%

25%

Cautious investor

40%

25%

25%

Moderate investor

60%

25%

25%

Moderately Aggressive
investor

75%

25%

25%

100%

100%

25%

ASISA Category

SA Multi-Asset Flexible

Type of investor

STEP 3: Select funds
In this step, the adviser selects the funds for the investment
portfolio. An extensive understanding of the funds in the
CIS universe is extremely important when it comes to this
section of the portfolio construction process to ensure a
well-diversified portfolio for the client.

Aggressive investor

The Shopping List and the Glacier Research team can add
value and assist the adviser with this step.
When constructing multi-asset fund portfolios, it is
important to note that it is not a requirement to only use
funds from one ASISA category; the adviser may combine
funds from different categories.
The portfolio below is an example of the construction
of a moderate investment portfolio and is for illustrative
purposes only.
ASISA Category

Moderate Portfolio

SA Multi-Asset Medium Equity

Coronation Capital Plus (20%)

SA Multi-Asset Low Equity

SIM Inflation Plus (20%)

SA Multi-Asset Low Equity

Prudential Inflation Plus (20%)

SA Multi-Asset High Equity

Allan Gray Balanced (20%)

SA Multi-Asset Medium Equity

Foord Conservative (20%)

STEP 4: Ensure risk profiles match
Having constructed the portfolio, the next step is to ensure
that the risk profile of the portfolio matches the risk profile
of the client.
This process is illustrated in the graph on the following
page (ICE risk rating).
When using the prudential or multi-asset fund approach,
the adviser is also able to ensure that the portfolio does
not breach certain asset class limits. This is done using the
fund’s maximum mandated limits. By doing this, the adviser
also eliminates potential portfolio drift and consequent
advice risk at the same time.
The example that follows illustrates how to ensure
that a moderate risk-profiled portfolio stays within its
predetermined asset class limits, with a maximum equity
exposure of 60%.
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Ensure risk profiles match (continued)
1

5

Conservative
Portfolio Risk rating:
Correlation Risk rating:

Fund category
MA Medium Equity
MA High Equity

Cautious

10

Moderate

Moderately aggressive

4.18
3.98

Max foreign
(actual)

Fund name

Max equity

% in portfolio

Max Equity (actual)

Max foreign

Coronation Capital Plus

60%

20%

12%

25%

5%

Allan Gray Balanced

75%

20%

15%

25%

5%

MA Low Equity

SIM Inflation Plus

40%

20%

8%

25%

5%

MA Low Equity

Prudential Inflation Plus

40%

20%

8%

25%

5%

Nedgroup Investments Opportunity

60%

20%

12%

25%

100%

55%

MA Medium Equity

•

Reviewing the portfolios regularly is very important.
Glacier Research can add value to this step, not only by
providing reasons for the respective funds’ performances,
but also by providing insights into their positioning, key
strengths and weaknesses and their roles in the portfolio.
Glacier Research is also able to provide substitute funds if
required.

2

5%
25%

Factors to consider when choosing this approach:

STEP 5: Quarterly review of the portfolio

?

Aggressive

•
•
•
•

The adviser makes the strategic asset allocation calls – the ASISA category
limits can loosely be used as a proxy for strategic asset allocation.
The tactical asset allocation calls are made by an experienced portfolio
manager. This relieves the adviser of having to take a view on any
particular asset class.
Diversification is obtained across all asset classes and funds.
Investment advice risk is reduced, provided the portfolio is constructed
using maximum mandated limits.
The adviser requires an extensive understanding of the funds when
constructing a portfolio. Glacier Research can add value by providing the
adviser with the necessary fund research and insights needed to construct
a well-diversified portfolio for the client.

BUILDING-BLOCK APPROACH
The key characteristics of this approach include:
•
•

The use of asset class specific funds to construct the investment portfolio; and
Assuming responsibility, as the financial adviser, for both the strategic (longterm) and tactical asset allocation (short and medium-term) of the portfolio.

The seven steps involved in constructing a building-block portfolio

STEP 1:
Determine the client’s risk profile
Use the RITA or Oxford tool (or other
risk profiling tool) to determine the
client’s risk profile.

STEP 2:
Determine the strategic
asset allocation
Having determined the risk
profile, SIM’s recommended
bands (right) can be used as
a guide to how much of the
portfolio should be invested
in each of the respective
asset classes.

Conservative

Cautious

Moderate

Moderate
Aggressive

Aggressive

Equities (%)

0 - 20

15 - 35

30 - 50

45 - 65

60 - 75

Bonds (%)

15 - 35

15 - 35

15 - 30

10 - 25

10 - 20

Cash (%)

40 - 60

30 - 45

15 - 30

10 - 25

5 - 10

Property (%)

5 - 25

5 - 20

5 - 15

0 - 10

0 - 10

Domestic (%)

90 - 100

85 - 95

80 - 90

70 - 85

60 - 80

0 - 10

5 - 15

10 - 20

15 - 30

20 - 40

International (%)
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STEP 3: Tactical asset allocation
When following the building-block approach, the financial adviser
is responsible for the tactical asset allocation calls in the portfolio.
This refers to the short to medium calls that are made relative to the
strategic asset allocation (SIM’s recommended bands) above.
Example:
If an adviser is of the opinion that local equities are expensive, an
option - based on the strategic asset allocation – is to reduce local
equity exposure to 30%, which is at the low end for local equity
exposure for a moderate client in a discretionary investment.
At the same time the adviser may be of the opinion that local
property is cheap and sees a significant amount of value in the asset
class. The decision can be made to increase the exposure to 15%,
which is at the high end for local property exposure in a moderate
discretionary investment.

In this step, the adviser must select the funds to be included
in the portfolio and at the same time make sure that they fall
within the recommended asset bands on the previous page.

The Glacier Bull & Bear document potentially can assist in making
tactical asset allocation calls in a portfolio.

The Shopping List and the Glacier Research team can add
value and assist the adviser with this step.

STEP 4: Select funds

The table below is an example of a moderate portfolio for a
discretionary investment, and is for illustrative purposes only.

STEP 5: Ensure risk profiles match
After constructing the portfolio, the next step is to ensure the risk
profile of the portfolio matches the risk profile of the client.
This can be seen in the graph below (ICE risk rating).
5

1
Conservative

Cautious

Portfolio Risk rating:
Correlation Risk rating:

5.86
4.74

SIM’s Recommended Asset Bands

Moderate Portfolio

Fixed Interest Money Market
(15% - 30%)

Glacier Money Market - 24%

Fixed Interest Bonds (15% - 30%)

Stanlib Bond – 26%

Property (5% - 15%)

Catalyst SA Property Equity
Prescient – 6%

Equity (30% - 50%)

SIM General Equity – 33%

10

Moderate

Moderately aggressive

Foreign (10% - 20%)

Aggressive

Investec Worldwide Equity Feeder
– 6%
Prudential Global High Yield Bond – 5%

STEP 7: Quarterly review of the portfolio
This step is extremely important, especially when following
the building-block approach. If the portfolio were left
unchecked over the past few years, it would have shifted
from a moderate portfolio to a moderately aggressive
portfolio, with the consequent advice risk implications for
the adviser.

STEP 6:
Ensure allocation matches asset bands
In this step, the adviser needs to ensure that the
underlying asset exposure of the portfolio falls within
SIM’s recommended asset bands per risk profile.

As a result, these portfolios should be reviewed on a
quarterly basis and rebalanced when applicable to make
sure that the risk profile of the client still matches the risk
profile of the investment portfolio.

Using the information from the moderate portfolio
example above, the graph below shows that the
underlying asset exposure in the portfolio does fall
within the recommended bands as set out by SIM.

Asset Classes
Equity

Actual %

Reg 28
Max %

SIM
Sense
Guide %
30 - 75%

34.85%

75%

Property

5.96%

25%

5 - 15%

Bonds

29.55%

100%

15 - 35%

Cash

29.64%

100%

15 - 30%

Other
Foreign
Africa

0%

100%

0 - 100%

10.97%

25%

10 - 20%

0%

5%

0 - 5%

Factors to consider when choosing this approach:
•
•
•
•
•

The adviser makes the strategic asset allocation calls –SIM’s recommended
bands can assist with this step.
The adviser also makes the tactical asset allocation calls. This means determining
if a particular asset class is looking attractive or not and allocating accordingly.
The adviser has to be able to allocate between the different asset classes (having
an overweight position in a certain asset class, while having an underweight
position in another asset class).
The investment portfolios must be reviewed more regularly to manage portfolio
drift, and indirectly, the potential advice risk.
The adviser needs an extensive understanding of the funds included in the
portfolio. Having an extensive understanding of the fund universe allows the
adviser to express investment views more effectively.

To be truly effective, the building block method does require more skill, more time, and a
more “hands-on” approach when it comes to the management of investment portfolios.
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ANN UAL RETURNS OF ASSET CLASSES,
SECTORS AND CATEGORIES
Asset Class Returns

2013

2014

2015

2016

YTD (Q2)

Foreign (52.6%)

Property (26.64%)

Foreign (31.05%)

Bonds (15.42%)

Foreign (6.69%)

Equity (21.43%)

Foreign (14.63%)

Property (7.99%)

Property (10.2%)

Bonds (4.02%)

Property (8.39%)

Equity (10.88%)

Cash (6.46%)

Cash (7.37%)

Cash (3..74%)

Cash (5.18%)

Bonds (10.15%)

Equity (5.13%)

Equity (2.63%)

Equity (3.37%)

Bonds (0.64%)

Cash (5.9%)

Bonds (-3.93%)

Foreign (-4.34%)

Property (2.29%)

2013

2014

2015

2016

YTD (Q2)

Small Cap J202T (26.31%)

Financials J580T (27.28%)

Top 40 J200T (7.52%)

Resources J258T (34.24%)

Top 40 J200T (4.87%)

Top 40 J200T (22.77%)

Small Cap J202T (20.57%)

Financials J580T (3.91%)

Mid Cap J201T (26.89%)

Financials J580T (-1.09%)

Industrials J520T (21.5%)

Mid Cap J201T (19.62%)

Small Cap J202T (-3.92%)

Industrials J520T (21.55%)

Small Cap J202T (-3.53%)

Financials J580T (19.1%)

Top 40 J200T (9.17%)

Mid Cap J201T (-7.54%)

Small Cap J202T (20.9%)

Resources J258T (-4.58%)

Mid Cap J201T (12.99%)

Industrials J520T (6.99%)

Industrials J520T (-10.07%)

Financials J580T (5.44%)

Industrials J520T (-4.64%)

Resources J258T (1.38%)

Resources J258T (-14.74%)

Resources J258T (-36.99%)

Top 40 J200T (-1.6%)

Mid Cap J201T (-7.34%)

Sector Returns

Bond Returns

2013

2014

2015

2016

YTD (Q2)

1 - 3 Years (4.4%)

12+ Years (12.91%)

1 - 3 Years (4.1%)

12+ Years (17.43%)

3 - 7 Years (5.87%)

3 - 7 Years (1.45%)

7 - 12 Years (8.3%)

3 - 7 Years (0.93%)

7 - 12 Years (15.37%)

7 - 12 Years (5.11%)

7 - 12 Years (-0.21%)

3 - 7 Years (7.9%)

7 - 12 Years (-3.19%)

3 - 7 Years (13.41%)

1 - 3 Years (4.69%)

12+ Years (-0.68%)

1 - 3 Years (6.23%)

12+ Years (-7.04%)

1 - 3 Years (10.06%)

12+ Years (3.19%)
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Category Returns

2013

2014

2015

2016

YTD (Q2)

Global Equity General
(52.17%)

Global Real Estate General
(28.57%)

Global Real Estate General
(32.82%)

SA - Equity - Resources
(24.57%)

SA - Equity Industrial (7.28%)

Global Multi Asset Flexible
(43.27%)

SA Real Estate General
(25.12%)

Global Interest Bearing Short
Term (30.96%)

SA - Interest Bearing Variable
Term (12.79%)

Global Equity General (5.95%)

SA - Equity Industrial
(32.72%)

SA - Equity - Financial
(22.65%)

Global Equity General (29.13%)

SA - Equity Mid & Small Cap
(10.69%)

SA - Interest Bearing
Short Term (4.39%)

Worldwide - Multi Asset
Flexible (32.56%)

SA - Equity Industrial
(16.68%)

Global Multi Asset Flexible
(27.75%)

SA - Interest Bearing Short
Term (8.31%)

Global Multi-Asset Flexible
(4.05%)

Global Real Estate General
(23.37%)

Global Equity General
(11.96%)

Global Interest Bearing
Variable Term (24.64%)

SA Multi Asset - Income
(7.91%)

SA Multi Asset - Income
(3.95%)

Global Interest Bearing Short
Term (23.15%)

Worldwide - Multi Asset
Flexible (11.17%)

Worldwide - Multi Asset
Flexible (18.54%)

SA - Interest Bearing
MoneyMarket (7.55%)

SA - Interest Bearing
MoneyMarket (3.82%)

SA - Equity Mid & Small Cap
(20.07%)

SA - Equity - General
(10.31%)

SA - Equity Industrial (12.88%)

SA Inflation (6.76%)

SA - Interest Bearing
Variable Term (3.52%)

Global Interest Bearing
Variable Term (19.47%)

Global Multi Asset Flexible
(9.94%)

SA Real Estate General
(10.82%)

SA Real Estate General
(5.78%)

Worldwide - Multi Asset
Flexible (3.1%)

SA - Equity - General
(19.36%)

SA - Multi Asset - Flexible
(9.7%)

SA - Multi Asset High Equity
(7.66%)

SA - Multi Asset Low Equity
(3.59%)

SA - Multi Asset
Low Equity (2.92%)

SA - Equity - Financial
(19.04%)

SA - Multi Asset High Equity
(9.5%)

SA - Multi Asset Low Equity
(7.6%)

SA - Equity - Financial (3.41%)

SA Inflation (2.9%)

SA - Multi Asset High Equity
(18.03%)

SA - Equity Mid & Small Cap
(9.22%)

SA - Multi Asset Medium
Equity (7.4%)

SA - Equity - General (3.12%)

SA - Multi Asset Medium
Equity (2.75%)

SA - Multi Asset - Flexible
(17.76%)

SA - Multi Asset Medium
Equity (9.14%)

SA - Interest Bearing Short
Term (6.45%)

SA - Multi Asset Medium
Equity (1.54%)

SA Real Estate General
(2.53%)

SA - Multi Asset Medium
Equity (15.8%)

SA - Interest Bearing Variable
Term (8.96%)

SA - Interest Bearing
MoneyMarket (6.41%)

SA - Multi Asset - Flexible
(1.41%)

SA - Multi Asset - High Equity
(2.38%)

SA - Multi Asset Low Equity
(12.17%)

Global Interest Bearing
Variable Term (8.3%)

SA Multi Asset - Income
(6.33%)

SA - Multi Asset High Equity
(1.31%)

Global Real Estate General
(1.79%)

SA Real Estate General
(9.22%)

SA - Multi Asset Low Equity
(8.2%)

SA - Multi Asset - Flexible
(6.11%)

Worldwide - Multi Asset
Flexible (-4.19%)

SA - Multi Asset Flexible
(1.67%)

SA Multi Asset - Income
(5.75%)

Global Interest Bearing Short
Term (7.28%)

SA Inflation (5.23%)

SA - Equity Industrial (-6.03%)

SA - Equity Resources (0.84%)

SA - Interest Bearing Short
Term (5.57%)

SA Multi Asset - Income
(5.88%)

SA - Equity - Financial (1.04%)

Global Equity General (-7.43%)

Global Equity General (0.67%)

SA Inflation
(5.4%)

SA - Interest Bearing
MoneyMarket (5.8%)

SA - Equity - General (1.01%)

Global Multi Asset Flexible
(-8.36%)

Global Interest Bearing
Variable Term (0.5%)

SA - Interest Bearing
MoneyMarket (5.13%)

SA - Interest Bearing Short
Term (5.54%)

SA - Equity Mid & Small Cap
(0.32%)

Global Interest Bearing
Variable Term (-10.13%)

Global Interest Bearing
Short Term (-0.35%)

SA - Interest Bearing Variable
Term (1.1%)

SA Inflation
(5.31%)

SA - Interest Bearing Variable
Term (-1.97%)

Global Real Estate General
(-13.53%)

SA - Equity - Financial (-2.1%)

SA - Equity - Resources
(0.8%)

SA - Equity - Resources
(-3.16%)

SA - Equity - Resources
(-12.84%)

Global Interest Bearing Short
Term (-13.82%)

SA - Equity Mid and
Small Cap (-5.29)
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FUNDS SUITED FOR MULTI-ASSET
PORTFOLIO CONSTRUCTION
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SA - MULTI-ASSET - INCOME
Category Analyst: Jan Vlok
These portfolios invest in a spectrum of equity, bond, money market, or real estate markets with the primary objective of maximising income.
The underlying risk and return objectives of individual portfolios may vary as dictated by each portfolio’s mandate and stated investment
objective and strategy. These portfolios can have a maximum effective equity exposure (including international equity) of up to 10% and a
maximum effective property exposure (including international property) of up to 25% of the market value of the portfolio. Many of the funds
that were in the old Fixed Interest Varied Specialist (FIVS) category have subsequently moved to the Multi-Asset Income category. All the
former FIVS Shopping List funds now fall under this new category. At present none of these funds intend to amend their mandates.
Shopping list selection: Coronation Strategic Income Fund, SIM Active Income Fund, Prescient Income Provider Fund, Prudential Enhanced
Income Fund, BCI Income Plus Fund.

Quartile Ranking

Risk-Reward: 3-Year Annualised

As of Date: 30/06/2017

14.0
12.0
10.0
8.0
6.0
4.0
2.0
0.0
-2.0

Time Period: 01/07/2014 to 30/06/2017

2nd Quartile

3rd Quartile

Bottom Quartile

14.0
12.0
10.0
8.0

YTD

1 year

2 Years

3 years

5 years

Return

Return

Top Quartile

7 Years

6.0
4.0
2.0
0.0
-1.0

1.0

3.0

5.0

7.0

Std Dev
Coronation Strategic Income A
Prudential Enhanced Income A

SIM Active Income A1
BCI Income Plus C

Prescient Income Provider A1

Coronation Strategic Income A

SIM Active Income A1

Prudential Enhanced Income A

BCI Income Plus C

Prescient Income Provider A1

Maximum Drawdown: Monthly

Returns

Time Period: 01/07/2012 to 30/06/2017

As of Date: 30/06/2017

Source Data: Total Return

Coronation Strategic Income A
SIM Active Income A1
Prescient Income Provider A1
Prudential Enhanced Income A
BCI Income Plus C

YTD 1 year 2 Years 3 years 5 years 7 years
4.58 8.56
8.72
8.09
8.37
9.04
4.28 8.68
8.33
7.79
7.37
8.50
4.26 8.50
8.87
9.38
9.40
9.45
3.94
7.19
7.37
7.19
7.54
4.73 9.04
9.78
9.44

0.0
-0.5
-1.0
-1.5

Risk Statistics

-2.0

Time Period: 01/07/2014 to 30/06/2017

-2.5

2013

2015

Coronation Strategic Income A

SIM Active Income A1

Prudential Enhanced Income A

BCI Income Plus C

Std Dev

2017

Coronation Strategic Income A
SIM Active Income A1
Prescient Income Provider A1
Prudential Enhanced Income A
BCI Income Plus C

Prescient Income Provider A1

1.27
1.09
1.04
2.29
1.10

Max
Drawdown
(monthly)
-0.05
-0.42
-2.10
-0.10

Up
Period
Percent
97.22
97.22
100.00
91.67
97.22

Down
Period
Percent
2.78
2.78
0.00
8.33
2.78

Sharpe
Ratio
0.93
0.80
2.37
0.12
2.29

Rolling 2-Year Returns
Time Period: 01/04/2014 to 30/06/2017
Rolling Window: 2 Years 1 Month shift
12.0
10.0

Return

8.0
6.0

04

05

06

07

08

09

10

11

12

01

02

03

04

05

06

2017
Coronation Strategic Income A
Prudential Enhanced Income A

SIM Active Income A1
BCI Income Plus C
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BC I INCO M E PLUS
Fund manager

Paul Crawford and Louis Antelme (Fairtree Capital)

Benchmark

STeFI Call +2%

Role of Benchmark
Return Focus
Philosophy

Inception Date

Absolute

Fund Size (Rm)

0.88

Category

SA Multi-Asset Income

01

Risk Description

Agnostic

Quantitative diversification

Glacier Risk Rating

Consistency (No. of quarters)

Cautious
12 March 2014
R1 305

Fee Description (retail class)

Annual management fee

Total Investment Charge

0.64%

Regulation 28

Yes

Key Insights
The fund’s differentiated philosophy and process result in a differentiated performance profile relative to peers at different stages of the cycle. Although Prescient
Income Provider, a Shopping List counterpart, also is managed in a quantitative manner, this fund provides something completely different as its foreign component
will always be hedged back to the rand. The fund will not take on any duration (it bears an interest rate risk) as it only holds non-government floating-rate instruments.
Therefore, there will not be any foreign currency risk, nor a modified duration in excess of 0.125 years, the maximum for a floating-rate instrument. When compared to
their peers, their benchmark is quite high, indicating the belief in achieving a high return with low volatility, without taking on any additional risks.

Fund Use
The fund will aim to seek opportunities to deliver a high level of income and long-term capital stability. The differentiation within the fund opens up various portfolio
construction applications, either as a stand-alone in a building-block portfolio or diversified holding along with other Shopping List peers.

Qualitative Highlights
The two portfolio managers have been managing this mandate for more than nine years since partnering at RMB and leaving to join Fairtree in 2013. The fund follows
a differentiated strategy, which is highly quantitative and mathematically focused, rendering it very difficult to replicate. The team is soundly qualified, with analysts
having at least a Master’s degree in either maths or engineering, and has not experienced any turnover since the unit’s inception. Although the fund is managed by
Fairtree, this team occupies a separate office in Newlands, granting them autonomy in focusing on their core mandates. The philosophy is centred on the central limit
theorem, which creates predictability of outcomes when effectively applied to a population. This is underpinned by their six pillars relating to credit: companies can
and will default; defaults are random and unexpected; accurately forecasting defaults is unlikely; concentrated portfolios rely on timing; correlation is the enemy of
diversification; and highly correlated losses are disastrous. Thus, the main focus is diversification, and the team sees defaults as a given and improbable to predict.
Senior portfolio managers also are granted equity in their business unit, which aligns interests with those of clients. Portfolio manager, Crawford, has recently relocated
to the UK, and whilst the fund will be managed in the same manner, he will be in a better position to source offshore credit opportunities for the fund’s allowed 25%
foreign exposure.

Quantitative Highlights
On a rolling one-year basis since inception, the fund has outperformed cash 100% of the time, indicating viable alternative to cash. The fund is mid-range when it comes
to volatility, compared to Shopping List peers, but more than compensates for this by producing the best risk-adjusted returns amongst peers since its inception,
March 2014. When considering maximum drawdowns, the fund outperforms peers convincingly, with a maximum drawdown of 0.1%. The fund consequently has only
experienced one negative monthly return, posting positive one-month returns 97% of the time and positive rolling three-month performance 100% of the time since
inception. The fund has occupied the top quartile for all static periods since inception as well as outperformed its respective benchmark over these periods.

Current Portfolio Positioning
The fund delivered a return of 2.41% over Q2 2017, comprehensively outperforming cash by 0.56%. On a year-to-date basis, the fund returned 4.73%, comfortably
outperforming cash by 0.99%. As the fund invests predominantly in floating-rate corporate credit, most of the returns can be explained by the coupon payments and
maturities from these instruments, while the remainder is explained by cash holdings. Thus, purely from an allocation perspective, the exposure to cash detracted
from relative outperformance seeing as the STeFI composite index returned only 1.85% over Q2. When looking at how the fund composition changed over the quarter,
the most notable was the 4.3% increase in SA cash. However, this additional exposure was due to substantial inflows of new investment over recent periods and not a
tactical decision to bolster cash holdings. These funds are earmarked for investment in higher-yielding investments when they are identified, analysed and subsequently
included in the diversified pool of credit assets. Barring changes to allocation due to the increased cash levels, which inadvertently changed the proportions of what
the other sub-asset classes represent, the only other notable change was a reduction in foreign equity from 1.4% to 0% over the quarter. This brought the fund asset
allocation to a composition where there is no inclusion of any local or foreign risky assets, i.e. no SA nor offshore property or equities. The largest exposure is to SA
floating-rate bonds at 55.7%, followed by SA cash at 31.4%, whilst foreign exposure is currently just under 13%.

Long Term Asset Allocation
100%
90%
80%

SA Bonds

70%
60%

Non - SA Bond

50%
40%

Non - SA Equity

30%

SA Cash

20%
10%

Non - SA Cash
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Q2 2017

Q1 2017

Q4 2016

Q3 2016

Q2 2016

Q1 2016

Q4 2015

Q3 2015

Q2 2015

Q1 2015

Q4 2014

Q3 2014

Q2 2014

0%
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CO RO NATIO N STRATEGIC INCOME
Mark Le Roux, Nishan Maharaj and
Adrian van Pallander

Fund manager
Benchmark

110% STeFi three-month Index

Consistency (No. of quarters)

22

Risk Description

Conservative

Role of Benchmark

Agnostic

Inception Date

02 July 2001

Return Focus

Absolute

Fund Size (Rm)

R26 740

Philosophy

Fundamental, bottom-up valuation driven

Glacier Risk Rating

1.00

Category

SA Multi-Asset Income

Fee Description (retail class)

Annual management fee

Total Investment Charge

1.00%

Regulation 28

Yes

Key Insights
The fund has a flexible mandate with no maturity limits for the securities in which it invests. It also has a flexible duration policy to protect capital during times of bond
market weakness. Risky assets (property, preference shares, foreign) will be maintained at a combined maximum weight of 25% with zero exposure to equity. Exchange
rate risk also is managed actively. The fund’s offshore exposure typically has been below 10% in the past.

Fund Use
The fund aims to provide a higher level of income than a regular money market fund while providing greater diversification. It also adds a layer of capital protection
when bond markets decline in a conservative to cautious multi-asset portfolio.

Qualitative Highlights
Coronation is a bottom-up investment house that focuses on proprietary research. Interest rate management (duration and yield curve) and security selection (credit
and liquidity management) are two of the major focus areas of the fixed-interest team. The fixed income portfolios are positioned with a long-term strategic market
view in mind, with short-term tactical opportunities being taken when the market differs from the strategic view. The fixed-interest team is headed by Nishan Maharaj
and consists of 12 investment professionals. Analysts’ research responsibilities span numerous industry sectors, giving them a better perspective of the industry as a
whole. Latitude is given to allow them to find opportunities that are not fashionable or short-term fads.

Quantitative Highlights
The fund has, on a rolling one-year basis since inception, outperformed cash 85% of the time and since February 2009 managed this 98% of the time. The fund
consequently consistently finds itself in the top quartile of performers over static periods of longer than one year. Although the fund displays slightly higher volatility
than some Shopping List peers, as the second most volatile multi-asset income fund, it has produced attractive risk-adjusted returns, posting a Sharpe ratio of 0.9
since inception. The fund delivers better drawdowns than many of its category peers and has achieved positive monthly returns 92% of the time since inception, with
a maximum drawdown of merely 1.3%, indicating effective capital preservation ability over rolling two-year periods. It also has been able to outperform its benchmark
over all periods, exhibiting long-term capability. It has experienced some short-term volatility but it does have the highest exposure to local property of all the
Shopping List funds.

Current Portfolio Positioning
The fund produced a return of 2.15% over Q2, bringing the year-to-date performance to a respectable 4.58%. Compared to cash, the STeFI composite index, the fund
outperformed by 0.30% and 0.84% respectively over the quarter and the six months ending June. The fund continues to exhibit consistent top-quartile performance,
although it just slipped into the second quartile on a static one-year view. Return contributors over the quarter were led by local fixed income assets returning
2.2%, whilst the fund’s local property holdings detracted 0.09% from performance. Foreign assets faired modestly and, in the face of rand appreciation, managed
to contribute positively to performance. In the local sphere, notable changes to asset allocation were highlighted by a 7% reduction in local bonds, partly due to
Coronation selling out of SA government bonds on account of prevailing risks not being correctly reflected. Consequently, the asset class is now only 47% of the total
fund assets. Logically, cash was increased by 9% to 38.6% of assets whilst local property was increased marginally by 0.6% to 6.4% of fund. The total foreign exposure
was increased by 0.6% to 8.5%, which was due to 0.6% additional foreign bond exposure, now 3.3% of fund assets. Property, equity and cash exposures largely
remained unchanged over the quarter. The Coronation Global Strategic Fund remained the largest foreign holding - 2.64% - at quarter end. The managers maintain
they remain cognisant of the dislocation in the local market and that the fund’s positioning reflects the appropriate levels of caution, at a forward yield of 8.9%. They
will remain cautious in managing the fund, with specific focus on risk premiums and downside protection.

Long Term Asset Allocation
100%
90%

SA Cash

80%

SA Bonds

70%

SA Property

60%

SA Prefs
50%

SA Other

40%

International Cash

30%

International Bonds

20%

International Property

10%

SA Cash

SA Bonds

SA Property

SA Prefs

SA Other

International Cash
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International Bonds

Q2 2017

Q1 2017

Q4 2016

Q3 2016

Q2 2016

Q1 2016

Q4 2015

Q3 2015

Q2 2015

Q1 2015

Q4 2014

Q3 2014

Q2 2014

Q1 2014

Q4 2013

Q3 2013

Q2 2013

Q1 2013

Q4 2012

Q3 2012

Q2 2012

Q1 2012

0%

International Property
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P RE S CIE NT INCO M E P ROVI DER
Fund manager

Guy Toms, Farzana Bayat and JP du Plessis

Benchmark

STeFi Call 110%

Role of Benchmark
Return Focus
Philosophy

Inception Date

Absolute

Fund Size (Rm)

Glacier Risk Rating

0.90
SA Multi-Asset Income

11

Risk Description

Agnostic

Quants valuation, risk-focused

Category

Consistency (No. of quarters)

Conservative
31 December 2005
R20 200

Fee Description (retail class)

Annual management fee

Total Investment Charge

0.88%

Regulation 28

Yes

Key Insights
Even though the fund is benchmarked against the STeFi Call Rate, the managers’ internal targets are to outperform inflation, cash and the ALBI 1-3 index. The fund
focuses heavily on capital preservation and aims to make no capital losses over any rolling three-month period. Prescient has very strong in-house quantitative and
derivative capabilities. This fund is highly uncorrelated with the other Shopping List funds, which adds diversification and portfolio-construction benefits. This primarily
is due to the higher exposure to credit-linked notes that the fund has relative to its peers. Moreover, the fund won’t have any equity exposure and typically will have a
higher offshore exposure in comparison to its Shopping List peers.

Fund Use
The fund, while offering a cash alternative, is highly uncorrelated with other more vanilla-type funds in the Multi-Asset Income category. The fund is exposed to unique
instruments that are managed actively, allowing for superior risk-adjusted returns. Furthermore, this fund can be used in a client’s portfolio in order to draw an income.

Qualitative Highlights
Prescient follows a quantitative approach to managing money. They focus on what is priced into the markets and make decisions based on asset-pricing. Risk is defined
as the probability of not meeting investment objectives, which means that any positions taken in the portfolios are tested mathematically using different scenarios.
The fund manages duration actively, using credit default swaps to guide them. Foreign currency exposure is managed similarly, guided by the level of the rand on a
PPP basis. The team consists of highly qualified, quantitative individuals, ranging from physicists to engineers, who have extremely strong modelling and derivative
capabilities. The team recently has lost one of its members, Sanveer Hariparsad, who was a highly regarded individual within the team. However, Prescient is of the
opinion that his function will be transferred easily and the CIO indicated that they are in the process of considering replacing him. A keen eye will be kept on how
this transpires.

Quantitative Highlights
The fund displayed very low correlations (ranging from 0.01 to 0.15) against the Shopping List peers over the past three years, exhibiting diversification benefits.
Although it is, historically, a more volatile fund relative to peers, the fund recently has moved into first quartile volatility and has the lowest average volatility among
Shopping List peers on a rolling one-year basis since July 2013. The fund maintains top quartile risk-adjusted returns since inception on a rolling one-year basis, whilst
providing the best Sharpe ratio amongst Shopping List peers over the past three years. It has outperformed its benchmark by more than 200 basis points since
inception, on an annualised basis. The quantitative, risk-focused process that is employed to construct the portfolio also sees it deliver some of the lowest drawdowns
in its category. The fund has outperformed its internal target of inflation+3% over the past 10 years, returning an annualised return of 9.44%. Since inception, the
fund has produced positive monthly returns 94% of the time, whilst not having any drawdown over rolling three-month periods, showcasing its capital preservation
capability.

Current Portfolio Positioning
The fund delivered a stable return of 2.15% over the quarter, outperforming cash by an acceptable 0.30%. This amounted to a year-to-date return of 4.71%, which is 0.97%
above cash. The fund has maintained its spot in the top quartile of performers, highlighted by good performances over static five- and ten-year periods. The fund’s
quarterly performance was in line with the ALBI 1-3 year index, achieving this at a significantly lower duration (0.32 years versus 1.84 years). The main contributors to
performance was high credit and funding spread, with offshore property also contributing, even in light of rand strength. The fund currently is yielding 9.24% compared
to the ALBI 1-3 year yield of 7.56%. Duration of the fund remains short as the managers see little value in fixed-rate assets, given that the market has priced in two rate
cuts already, as the forward interest curve has moved 25-40 basis points lower during the quarter. The fund continues to avoid any government securities within the
fund, as sufficient opportunities are available in corporate instruments. Notable changes in asset allocation over the period under review was a 2.62% reduction in local
cash to 0% of fund and was redirected to floating-rate notes, which increased by 4.19% to 31.84% of fund. Preference shares were also increased by 1% to 4% due to
attractive yields whilst property was trimmed by 0.61% to 2.11%. Offshore exposure was downsized by 1.63% to 13.05% of fund. However, after a prolonged period of
being fully-hedged back to rand, the fund now has 4% US dollar exposure, consistent with their philosophy using the PPP (according to which the rand is trading at
cheap levels) to embrace hard currency exposure between USDZAR levels of R13.25-R15.50. The risk focus of the fund, however, prompted the managers to purchase
some currency options to protect against further rand weakness in the coming months, mainly due to uncertainty in the economic and political spheres.
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P RU D ENTIAL ENH ANCED INCOME
Fund manager

David Knee and Roshen Harry

Benchmark

STeFi Composite over 36m rolling period

Role of Benchmark
Return Focus
Philosophy

Inception Date

Absolute

Fund Size (Rm)

Glacier Risk Rating

1.54
SA Multi-Asset Income

11

Risk Description

Agnostic

Long-term, relative-valuation

Category

Consistency (No. of quarters)

Cautious
01 July 2009
R2 323

Fee Description (retail class)

Annual management fee

Total Investment Charge

1.29%

Regulation 28

Yes

Key Insights
The fund is benchmarked against the ALBI 1-3 year index but its primary objective is to achieve cash+2%, with no capital losses over rolling one-year periods as its
secondary objective. Prudential employs a Strategic Asset Allocation (SAA) approach in their multi-asset portfolios, which offers a different approach to portfolio
construction. The SAA is derived from numerous multi-variable efficient frontier analyses with long-run economic forecasts built into the models. The SAA for the
Enhanced Income Fund is currently 50% to cash; 10% to inflation-linked bonds; 10% to government bonds; 5% to foreign government bonds; 15% to local corporate
bonds; 5% to foreign corporate bonds; 5% to local property; and 0% to local equity. The portfolio managers are also able tactically to allocate within defined limits
around the SAA, with the fund being limited to 20% exposure in foreign assets. A differentiator of this fund, compared to Shopping List peers, is the fact that they hold
longer-dated bonds, consequently having the highest duration.

Fund Use
The fund will look to achieve a moderate level of capital growth whilst providing a stable level of income return. It may display higher levels of volatility in comparison
to its Shopping List peers. The strategic asset allocation approach should offer diversification benefits when used with other Shopping List funds, despite being highly
correlated with these funds.

Qualitative Highlights
The team consists of eight highly qualified and experienced professionals, led by David Knee, who recently has been promoted to CIO of Prudential SA following Marc
Beckenstrater’s decision to join M&G in the UK to focus on Prudential’s offshore capability. The credit team leverages off the offshore team, M&G, who are based in
London, to gain insights on foreign companies that issue local debt. Prudential believes that market prices are broadly efficient over the long term but can be very
inefficient over the short term.

Quantitative Highlights
The fund consistently has managed to outperform its benchmark since inception on an annualised basis for periods of three years and longer, as per the fund objective.
The fund also has been successful in achieving its secondary goal of not incurring negative returns over rolling 12-month periods, even when exhibiting the most
volatility amongst Shopping List peers. Although the fund has dropped into the third quartile over a two-year period, mainly due to a below average 2015 and 2016,
it is back in the top half of performers on a three-year basis and remains top quartile for longer periods. This slight variation of returns is due to the fund’s higher
standard deviation and drawdowns when compared to its Shopping List peers, as it holds the most risky assets. However, the fund has managed to outperform cash,
on a rolling one-year basis since inception, 88% of the time and when removing the period of underperformance during 2015 to mid-2016, it has outperformed cash
95% of the time.

Current Portfolio Positioning
The fund delivered 1.71% over Q2, slightly underperforming cash by 0.14%. On a year-to-date basis, however, the fund posted a return of 4.1%, outperforming cash
by 0.36%. The recent bout of underperformance positions the fund in the third quartile on a one- and two-year basis, but still produced top half performance for
all longer static periods. Contributions to performance over the quarter was underpinned by cash, delivering 2.35% over the quarter, which holds a 50% allocation
within the fund. Foreign cash on the other hand, along with foreign property, contributed negatively whilst foreign bonds contributed positively. Bonds (including
ILB’s) contributed positively over the quarter, enhanced by positioning within the asset classes. Apart from risky asset exposure and inflation-linked bonds, the asset
composition changed over the quarter. Most notably, foreign bonds were decreased by 4.34% to 7.3% of fund which partly funded a 2.12% increase in foreign cash, now
3.39% of assets. Locally, SA bonds were trimmed by 1.37% as profits were taken after a mid-year rally with property increased by 1.98% to 6.9% of fund. The managers
feel that, even given a down-rating of property returns to 12% from 16%, the asset class offers some attractive yield of which advantage can be taken. SA cash was also
increased by 1.21% and now forms half of the fund’s asset allocation, although overall funds modified duration has increased slightly to 2.38 years. The managers feel
that, although SA is experiencing heightened political and policy uncertainty, as well as an economy diverging from global trends that will weigh on sentiment and the
domestic currency, asset returns should experience a trend reversal as the cycle turns to favour local assets.

Long Term Asset Allocation
100%

SA Property

90%

SA Bonds

80%

SA Inflation Linked Bonds

70%
60%

SA Cash

50%

SA Equity

40%
30%

International Equity

20%

International Bonds

10%

Internatinal Cash

SA Property

SA Bonds

SA Inflation Linked Bonds

SA Cash

SA Equity

International Equity

International Bonds

T H E S H O P P I N G L I S T BY G L AC I E R R E S E A R C H - Q 2 - AU G U S T 2 0 1 7

International Cash

Q2 2017

Q1 2017

Q4 2016

Q3 2016

Q2 2016

Q1 2016

Q4 2015

Q3 2015

Q2 2015

Q1 2015

Q4 2014

Q3 2014

Q2 2014

Q1 2014

Q4 2013

Q3 2013

Q2 2013

Q1 2013

Q4 2012

Q3 2012

Q2 2012

Q1 2012

Q4 2011

Q3 2011

Q2 2011

Q1 2011

Q4 2010

Q3 2010

Q2 2010

Q1 2010

Q4 2009

Q3 2009

0%

International Property

International Property

19

S IM ACTIVE INCOME
Fund manager

Melville du Plessis

Benchmark

STeFi Composite + 1%

Role of Benchmark
Return Focus
Philosophy

Inception Date

Absolute

Fund Size (Rm)

Glacier Risk Rating

0.94
SA Multi-Asset Income

36

Risk Description

Agnostic

Bottom-up pragmatic value approach

Category

Consistency (No. of quarters)

Conservative
03 November 2006
R6 871

Fee Description (retail class)

Annual management fee

Total Investment Charge

0.92%

Regulation 28

Yes

Key Insights
The portfolio manager has an internal mandate never to include equity in the fund. He also leverages off the Sanlam Investments credit team quite heavily as they
provide a formidable competitive advantage. The new portfolio manager, Melville du Plessis, a fixed interest-specialist, will add to the credit capability of the fund and
has no intention of including offshore assets or equities going forward, continuing the conservative nature of the fund. The fund is invested in local assets only. Barring
one quarter in September 2009, the fund has never been below 60% cash and money market assets.

Fund Use
The fund is a money market alternative that is consistently able to add extra yield relative to cash, while providing very low levels of volatility and drawdowns. The fund
delivers a very stable return profile and will not give investors any unwelcome surprises. In times of adverse market conditions, this fund will protect capital very well
and thus is very suitable in a building-block portfolio for regular income withdrawals.

Qualitative Highlights
The team consists of eight highly qualified and experienced professionals, led by David Knee, who recently has been promoted to CIO of Prudential SA following Marc
Beckenstrater’s decision to join M&G in the UK to focus on Prudential’s offshore capability. The credit team leverages off the offshore team, M&G, who are based in
London, to gain insights on foreign companies that issue local debt. Prudential believes that market prices are broadly efficient over the long term but can be very
inefficient over the short term.

Quantitative Highlights
The fund has done well over longer periods, outperforming its benchmark over five and ten years and the SA Multi-Asset Income category average over all periods.
The fund is heavily allocated to cash and money market instruments and is one of the lowest volatility funds in the category, while delivering some of the lowest
drawdowns. The fund is a top quartile performer for rolling one-year periods from July 2013 to quarter end. Also on a rolling one-year basis, the fund, since inception,
has outperformed cash 92% of the time, and 100% of the time since December 2007. It also has maintained first and second quartile risk-adjusted performance over
all periods whilst ensuring a smooth-return profile.

Current Portfolio Positioning
The fund produced a good return of 2.26% over the second quarter, amounting to a year-to-date return of 4.76%, which is the top performance over this period
among Shopping List funds. The recent performance equated to an outperformance of cash by 0.41% and 1.02% over the quarter and six months respectively. The fund
continues to occupy the top half of performers over all static periods as at quarter end. The fund remains the more conservative option amongst Shopping List peers,
as a high level of cash-like instruments still are maintained and only minor changes were experienced over the second quarter. The most notable change was a 2.8%
reduction in cash to 81.3% of fund with a 2.9% increase in interest-bearing investments to 13.6% of fund. This reduction in cash was redirected to opportunities in senior
unsecured bank paper, accessed at attractive rates due to the size of the house. Although a moderation in inflation is at hand and breakeven inflation is somewhat
lower, the manager continues to favour nominal bonds over inflation-linkers, which is only 3% of fund assets. The fund is positioning cautiously, even given the low
risk nature of the fund. This is highlighted by a steady decline in duration over the quarter from 0.85 years to 0.81 years at end June. The manager continues to see
sufficient value in local fixed-interest assets, with no need to look offshore, and that a yield of 8% to 9% is attainable in the current market environment, a good real
return in a low growth environment.
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SA - MULTI-ASSET LOW-EQUITY
Category Analyst: Jan Vlok
Funds in this sector display reduced volatility relative to general equity funds, with a strong focus on capital preservation and a net
equity exposure (including international equity) that typically would not exceed 40% of the portfolio. Funds in this sector are mostly
fund of funds and consequently are not considered for the Shopping List. That said, the number of single manager funds has increased
substantially and this sector is becoming increasingly competitive.
Shopping List selection: Coronation Balanced Defensive Fund, Nedgroup Investments Stable Fund, Prudential Inflation Plus Fund, SIM
Inflation Plus fund

Quartile Ranking

Risk-Reward: 3-Year Annualised

As of Date: 30/06/2017
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CO RO NATIO N BALANC ED D EFE NSI VE
Fund manager

Charles de Kock and Duane Cable

Benchmark

Alexander Forbes three-month (STeFI) Index +3%

Consistency (No. of quarters)
Risk Description

Role of Benchmark

Agnostic

Inception Date

Return Focus

Absolute

Fund Size (Rm)

Philosophy

Fundamental, bottom-up, valuation-driven

Glacier Risk Rating

3.91

Category

SA Multi-Asset Low-Equity

31
Cautious
01 February 2007
R36 438

Fee Description (retail class)

Annual management fee (1.4%) with reduced
fees (0.75%) should the fund lose capital over
any 12 -month period

Total Investment Charge

1.83%

Regulation 28

Yes

Key Insights
Coronation has, arguably, one of the best research teams and broad-asset class capabilities in the industry. The fund has an internal maximum limit of 40% exposure
to risky assets, including total equity and property. Hence, the fund at all times, will have a minimum of 60% allocated to fixed-interest assets. Given the fund’s 40%
risky asset (property and equity) exposure limit, this fund can be viewed as a less aggressive option when compared to more traditional funds in its category – where
risky asset exposure can reach a maximum of 65%. Furthermore, the fund’s offshore exposure typically will be accessed through Coronation global funds where the
portfolio managers have the discretion to add any stock-specific ideas.

Fund Use
The fund is suited to a cautious portfolio with an absolute return focus and a strong emphasis on capital preservation. As the fund will not have more than 40% risky
asset exposure, it would blend well with a more moderately aggressive fund to temper overall portfolio volatility. This fund can be used as a core holding in a cautious
risk, absolute return-focused portfolio, with the aim of outperforming inflation by 2-3% over a period longer than three years.

Qualitative Highlights
The fund is managed by Charles de Kock and Duane Cable. De Kock has over 30 years of investment experience, of which ten have been at Coronation, while Cable
is head of SA Equity and has over ten years’ investment experience, also at Coronation. Cable was announced as co-manager in August 2015. The investment team
includes three former Coronation CIOs. The culture remains one of ownership and accountability, and is client-focused. Given that staff ownership is 25%, the interests
of the managers and clients are well-aligned. De Kock has stated that the fund has two levels of conservatism, the first being asset allocation and the second, stock
selection. Their asset allocation is a bottom-up valuation process and they make use of a proprietary asset allocation tool implemented in 2007. A team of key
individuals determines the macroeconomic variables that will be the inputs to the proprietary models used at Coronation. Key macro drivers are used as inputs, such
as interest rates, inflation and also expected return. While the model guides asset allocation decisions, each manager is responsible for the management of the fund
given the risk budget of that fund. De Kock and Cable, thus, are responsible for the asset allocation weighting and stock selection of the fund. Proprietary research is
the foundation of their investment proposition. From this platform, they construct portfolios that meet the varying risk and return objectives. All portfolios reflect the
same Coronation DNA which comprises Coronation’s best investment ideas, leveraging off the same investment process. The fixed-interest instruments selection is
managed by the portfolio managers. They interact with and leverage off the fixed-interest team headed by Nishan Maharaj. There is no formal house-view portfolio,
as flexibility is encouraged amongst portfolio managers.

Quantitative Highlights
Although the fund has underperformed its benchmark over a three-year period, it consistently has achieved the target returns over the longer term by delivering
9.9% over five years and 10.0% since inception. The fund also has delivered consistently better than category average three-year rolling, risk-adjusted returns since
inception, despite displaying second quartile volatility. Since inception, on a rolling two-year basis the fund is, however, the least volatile amongst Shopping List
peers and has outperformed the SA Multi-Asset Low-Equity category average 100% of the time on the same rolling basis. It is important to note that virtually all the
underperformance was experienced up to the three-year period ending 31 August 2011. The fund has also delivered positive returns over every 12-month period since
inception and maintained first or second quartile rolling three-year performance since inception. The fund has also displayed the most favourable drawdown profile
compared to Shopping List peers, with a maximum drawdown of merely 2.6% since inception, showcasing the absolute focus of the fund.

Current Portfolio Positioning
The fund advanced 0.58% during Q2 2017, which amounted to a modest year-to-date return of 3.18%. Although the quarter saw the fund outperforming the category
average by 0.25%, it managed to outperform the category by 0.26% on a year-to-date basis. The recent performance established the fund in the third quartile over
the abovementioned periods. However, over periods of one year and longer, the fund still is consolidated firmly at the top half of performers and has been the top
performer for the past ten years. The most notable change in asset allocation over Q2 2017, was a reduction in local bonds to 5.84%. This came as Coronation sold out
of South African government bonds because they believe that the prices do not reflect the underlying risks facing our economy. This move had the logical consequence
of an increase in cash holdings by 4.08%, which forms 13.36% of fund assets. Also notable is a slight decrease in local equity holdings (-0.5%), coupled with an increase
in foreign equity (+1.46%), reflecting the view that the managers have on prospects for local versus offshore stocks. However, valuation declines in MTN, Aspen and
Steinhoff prompted the exclusion of holdings in these rand-hedge counters through partial sales of more locally-focused businesses, AVI and Shoprite. Moreover, the
fund’s offshore exposure is currently 26.60%, which comprises exposure to the Coronation Global Capital Plus Fund (13.8%), the Coronation Global Opportunities
Equity Fund (8.2%) and the Coronation Global Emerging Markets Fund (1.19%). The fund also has been increasing property holdings gradually, which is 0.87% higher,
compared to Q1 2017, in particular Hammerson and Growthpoint. The most prominent contributors to quarterly performance were SA fixed income assets, in particular
bonds, with equity exposure detracting over the course of the quarter. Foreign assets provided a modest contribution to returns during the period under review.
Going forward, the managers will diversify the portfolio to be able to absorb unforeseen shocks and take advantage when valuations adjust, which should increase
the probability of real returns over the longer term.
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NE D GRO U P INVE STM E NT STA B LE
Foord Asset Management, (Dave Foord, William Fraser
and Nick Balkin)

Fund manager
Benchmark

Inflation+4% over a rolling, three-year period

Consistency (No. of quarters)
Risk Description

Role of Benchmark

Agnostic

Inception Date

Return Focus

Absolute

Fund Size (Rm)

Philosophy

Top-down, bottom-up, valuation-driven approach

Glacier Risk Rating

3.83

Category

SA Multi-Asset Low-Equity

22
Cautious
01 November 2007
R27 280
Annual management fee with 2.50% max
performance fee

Fee Description (retail class)
Total Investment Charge

1.98%

Regulation 28

Yes

Key Insights
The fund’s stock selection applies an absolute overlay to Foord’s strong fundamental process, meaning stocks in the portfolio need to have a large margin of safety.
Therefore, the fund has a low probability of capital loss, which is how Foord defines risk. The team has limited fixed-interest capabilities relative to Shopping List peers.
Thus, the fund will look to use vanilla instruments to express their fixed-income views. The relative weakness in fixed-income capabilities is largely offset by Foord’s
excellent equity capabilities. The fund can take on higher risky asset exposure and does not have any internal mandate limits. With the introduction of the multicounsellor approach in 2011, key-man risk has been reduced significantly. The house feels quite strongly about not having committees required to approve decisions,
which will lengthen implementation time causing sub-optimal investment execution.

Fund Use
This fund can be used as a core holding in a cautious or moderate risk, absolute return-focused portfolio with the aim of outperforming inflation by 3-4% over
a three-year period or longer.

Qualitative Highlights
The fund has been managed using a multi-counsellor approach since late 2011, with Dave Foord, Dane Schrauwen, William Fraser and Nick Balkin each managing a
portion of the assets with each individual accountable for that portion. Since January 2017, Dane Schrauwen has been on sabbatical to focus on his health and family.
He has decided to take early retirement, but will remain associated with the firm on a non-executive basis. Arrangements to supplement the multi-counsellor team
were made last year at this eventuality. Foord believes that meaningful investment returns are not earned by making incremental decisions, but that superior longterm returns are generated by identifying and taking advantage of economic cycles, and that buying at the right price is crucial. They do not take benchmarks into
consideration when constructing portfolios as they are often representative of what is simply big or in vogue. Guided by asset allocation parameters, each manager
is allowed flexibility in the portion of the portfolio they manage. Their asset allocation style is predominantly top-down, value-orientated, but incorporates bottomup portfolio construction. All research, both on equities and fixed interest, is done in-house and portfolio managers also undertake research. They place an intrinsic
valuation on the company and assess to what extent the market is pricing that valuation. Foord looks for stocks with good management teams and are willing to pay
for what they deem fair value for quality businesses. The fund has relatively low turnover, which is a result of being a concentrated portfolio with a few good ideas that
will only be replaced when a better opportunity arises. The fund combines a top-down, macroeconomic view for asset allocation with a bottom-up analysis of stocks
in portfolio construction. Foord has a dedicated offshore team in Singapore which manages the equity fund that forms part of the offshore exposure in the Foord
Balanced Fund.

Quantitative Highlights
The fund has produced top quartile performance over longer investment periods of five years and longer, whilst occupying top half performance for all periods longer
than one year. Since inception, on a rolling two-year basis, the fund has delivered better than category average risk-adjusted returns 97% of the time. Consequently,
it has produced the best Sharpe ratio amongst Shopping List peers, and also has achieved its performance objective of inflation plus 4% over the past seven years.
The fund has been the least correlated to other funds on the Shopping List in the low-equity category. However, during the financial crisis, the fund has experienced
a greater drawdown than the peer average but at a lower down-percent ratio. Since inception, the fund has managed to maintain a smooth alpha-generating profile
compared to peers, which speaks to its stock selection capabilities. This equates to outperformance of the SA Multi-Asset Low-Equity category average 100% of the
time since inception, on a rolling two-year basis.

Current Portfolio Positioning
The fund delivered an attractive quarterly return of 1.44%, outperforming the category average by a substantial 0.61%. On a year-to-date basis the fund delivered 3.96%,
again beating the category average by a material 1.04%. The fund has reclaimed top quartile performance numbers over the quarter, whilst remaining in the bottom
half over one- and three-year periods. However, for three years and longer the fund firmly occupies a top quartile spot. Contributors to quarterly performance include
fixed interest and foreign assets, whilst local property and equities detracted from relative performance over the period. Notable changes in asset allocation over
the quarter include purchases of local equity of 0.8%, now to form 14.5% of fund assets. The sector exposures did not change much, as the fund is still overweight in
resources and underweight in financials, whilst industrials are at neutral weights. The managers continue to favour conservative equity allocation. This is underpinned
by large companies with global franchises characterised by rand hedge counters and in line with the managers’ view that the rand will face headwinds going forward.
Within fixed interest, the fund expanded SA bond exposure by a substantial 5% to form a 16% chunk of the portfolio and a preference is towards the shorter maturities
along the curve. However, the top holding in the fund, the R186, was increased by 3.1% to 10.2% of fund due to significant real returns on offer. This change comes in
light of money market assets being trimmed by the same 5% amount, to form 31% allocation within the fund. Property, on the other hand, was increased by 1% to 4%,
highlighted by a 2.9% holding in the London-centric Capital & Counties which was increased by 0.2% over the second quarter. Moving abroad, the fund trimmed foreign
assets by 1% over the quarter with preference to equities, but underweight in US equity, and with foreign bonds held. Exposure to the Foord International Fund and
Foord Global Equity Fund consequently was reduced to 17.2% and 11.3% respectively. Changes in top holdings were highlighted by Aspen and Richemont entering the
top 10 at 1.9% and 1.7% exposure respectively, whilst British American Tobacco was trimmed to 3%. The NewGold ETF continues to occupy the second largest position
in the fund, providing downside risk protection. This highlights the conservative positioning by the managers in the uncertain economic and political environment,
warranting their preference to non-resource, rand-hedge shares, high cash levels and gold exposure.
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P RU D E NTIAL INFLATIO N PLUS
Fund manager

Michael Moyle, David Knee, Duncan Schwulst and
Johnny Lambridis

Benchmark

CPI+ 5% p.a. over a rolling three-year period

Consistency (No. of quarters)
Risk Description

12
Cautious / Moderate

Role of Benchmark

Agnostic

Inception Date

01 June 2001

Return Focus

Absolute

Fund Size (Rm)

R37 030

Philosophy

Relative value

Glacier Risk Rating
Category

4.16
SA Multi-Asset Low-Equity

Fee Description (retail class)

Annual management fee

Total Investment Charge

1.68%

Regulation 28

Yes

Key Insights
The fund is managed according to a strategic asset allocation (SAA) process which is the cornerstone of the investment process. This differs from how the other lowequity funds on the Shopping List are managed. The fund has a high strategic allocation to ILBs and thus will have a higher duration relative to peers. It also is slightly
more aggressive given its performance objective of CPI+5% and is a more risky option in the low-equity category, but has achieved its risk benchmark 95% of the time
since inception. The house has very good asset allocation, equity and fixed-income capabilities and leverages off strong offshore capabilities at M&G, Prudential’s
international parent company. Furthermore, the fund’s offshore exposure will be outsourced to Marc Beckenstrater who will allocate the respective offshore allocation
to Prudential building-block offshore funds.

Fund Use
This fund can be used in a cautious or moderate risk, absolute return-focused portfolio with the aim of outperforming inflation by 3 to 4% over a period of three years
or longer. This fund would complement a portfolio of extremely cautious funds and can also be used in a moderate solution, given its slightly more aggressive nature
and performance objective. The fund is the more aggressive option relative to Shopping List peers.

Qualitative Highlights
The fund is Prudential’s flagship real-return offering and has a primary performance objective of CPI+5% per annum over rolling three-year periods. Secondly, it aims to
not incur any capital losses over a rolling one-year period. This speaks to the fund’s real-return focus. Prudential follows a strong value-based approach using historical
and current factual information, rather than forecasting to determine the fair value of an asset class. When constructing portfolios, they are always cognisant of risk.
They will assess the relative value of an asset by looking at its current valuation and comparing that to its own historical valuation range and alternative assets within
the investment universe. Instrument selection within each asset class is outsourced to the relevant specialist teams. The local AA team, in conjunction with Prudential’s
global teams, decides on exposure to individual markets, government vs corporate bonds and currencies. Weekly meetings and intra-quarterly teleconferences are
held, as well as a quarterly meeting in London. When constructing real-return portfolios, an internal long-term strategic asset allocation is established. The SAA of
the Prudential Inflation Plus Fund is set at 26.3% ILBs; 22.5% local equity; 15% local bonds; 7.5% local property; 3.8% local cash; 12.5% foreign equity; and 12.5% foreign
bonds. Tactical asset allocation (TAA) calls are made relative to the SAA within a range of 0% to 10% to adjust the exposure to asset classes, and these decisions
are made using valuation-based techniques. The TAA calls are made with both the fund’s risk and return objectives in mind. Once the TAA calls have been made,
instruments are selected within each asset class through active stock-picking in equities, listed properties and bonds using the prudent value philosophy. The fund
leverages off each specialist team for instrument selection. Marc Beckenstrater who was previously a manager on the fund, as well as CIO, relocated to the UK in March
2017. As of 01 July 2016 David Knee was appointed as the CIO. He will retain his responsibilities but systematically start reallocating duties to other FI team members.
Michael Moyle, who was previously Head of Absolute Return now serves as Head of Multi-Asset. These changes will be closely monitored and we are comfortable that
no changes will be made to existing processes.

Quantitative Highlights
Given the fund’s more aggressive performance objective, we do expect a relatively higher volatility profile when compared to peers. Over a rolling two- and three-year
basis the fund has had the highest standard deviation of all the Shopping List funds. However, it has compensated for this in performance and has produced abovecategory-average, risk-adjusted returns over 94% of the time on a rolling two-year basis. The fund also retains top-quartile or better performance over annual periods
from 4 to 10 years and outperformed the CPI+5% benchmark by 3.2% since inception. The fund has been successful in reducing risk of capital loss and delivered
positive returns more than 90% of the time over 12-month rolling periods. On a rolling two-year basis, the fund has outperformed the SA Multi-Asset Low-Equity
category average 85% of the time, and 96% of the time since August 2008. Due to its high strategic allocation to riskier assets, the fund typically will experience larger
drawdowns when compared to Shopping List peers as well as the category average. This can be evidenced in the drawdown figures where the fund experienced a
maximum drawdown of 8.6% against the category average of 2.7% over the 2008-2009 period, while the next lowest Shopping List fund had a maximum drawdown
of 4.2%. However, this has been compensated for as the fund has produced the best returns compared to peers on a common inception basis.

Current Portfolio Positioning
The fund produced a sub-par quarterly return of 0.39%, amounting to a year-to-date performance of 2.10%. This equated to an outperformance of the category average
by 0.44% and 0.82% over the quarter and year-to-date respectively. The recent spell of underperformance saw the fund dropping to the bottom half of performers over
these periods as well as over static one- and two-year periods. However, the fund maintains superior performance over the more meaningful longer term, as it resides in
the top quartile over all longer periods: seven and ten years. Contributors to performance over the quarter were foreign holdings in fixed interest and equities as well as
SA cash. Local equities detracted from performance, given the weak quarter, but exposure to rand-hedge counters Naspers, British American Tobacco and Richemont
offset losses somewhat. Overweight holdings in local property also added some value whilst ILB’s and foreign cash detracted. Notable changes in asset allocation were
highlighted by a 5.3% reduction in local bonds to 14.87% of fund as well as a 5.5% reduction in cash, which is now only 3.76% of fund assets. The reduction in bonds
came as some profits were taken after the mid-year rally with the fund preferring longer-dated bonds due to attractive yields, but is still overweight corporates. The
inflation-linked bond exposure was further increased by 1.4% to 20.07%, a sizable slice of the portfolio, as valuations fell to attractive levels during June. Local equity
and property were increased by 1.8% and 3.4% respectively. The fund is still favouring rand-hedges and high-yielding financials like Sasol, British American Tobacco,
Anglo American, Old Mutual Standard Bank and Barclays. Foreign assets were also increased by 4.1%, highlighted by a 2.6% increase in foreign equities and 2.3%
increase in foreign bonds. The fund is now overweight global equities, especially in Europe, Japan, Korea and global financials. The foreign fixed income is characterised
by short-dated instruments and the recent addition of developed corporate bonds moves the asset class to a portfolio overweight.
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S IM INFLATIO N PLUS
Fund manager

Natasha Narsingh

Benchmark

CPI+4% over a rolling three-year period

Consistency (No. of quarters)

22

Risk Description

Cautious

Role of Benchmark

Agnostic

Inception Date

01 April 1999

Return Focus

Absolute

Fund Size (Rm)

R14 150

Philosophy

Pragmatic value approach

Glacier Risk Rating

2.83

Category

SA Multi-Asset Low-Equity

Fee Description (retail class)

Annual management fee

Total Investment Charge

1.25%

Regulation 28

Yes

Key Insights
SIM Inflation Plus is an actively-managed, absolute-return fund that places a great deal of emphasis on capital preservation. The fund recently has been taken over
by Natasha Narsingh after the departure of lead portfolio manager and head of absolute return at SIM, Philip Liebenberg. Natasha has been involved with the fund
in particular since 2009 and has been managing institutional absolute-return mandates since 2009. Narsingh also has managed the SIM Solution funds successfully
during this time. Inflation Plus leverages off most of the SIM house capabilities, including asset allocation, fixed income, property, equity and derivatives, and Narsingh
will look to work even closer with the broader team to continue to replicate the fund’s superior risk-adjusted return profile of the past. We particularly believe that
this is a positive change. SIM will also look to employ a co-manager with a specific fixed-interest background to work alongside Narsingh and complement her equity
background in the near future. Overall, Glacier Research has a positive view of the overall SIM investment team but will continue to monitor the impact of the changes
and the risk-adjusted performance profile of the fund over the next 6–12 months. The equity carve-out will not be different to the house-view equity carve-out:
moderate SWIX portfolio. The fund is managed with a strong absolute-return mind-set and the managers will be very active in the derivative space, especially since
the addition of derivatives specialist Ralph Thomas to assist the team in this regard. There is a strong focus on where the managers can add value, specifically fixed
interest, asset allocation and derivatives, with the emphasis on a team-based approach ensuring effective succession going forward

Fund Use
The fund can be used in a cautious to moderate risk, absolute return-focused portfolio with the aim of outperforming inflation by 3-4% over a three-year period. It can
also be used as a core fund in a portfolio. The fund is the most conservative option relative to Shopping List peers.

Qualitative Highlights
The fund will be managed by Natasha Narsingh, who has been a co-manager since 2009, following Liebenberg’s departure, with a strong absolute focus, as well as
a great deal of emphasis on capital preservation. This ties in with the fund’s explicit risk benchmark of no negative returns over rolling 12-month periods. Investment
decisions at Sanlam Investments are team-based with Narsingh leveraging off SI’s house-view on asset allocation. We believe that the collaboration between the two
previous managers ensured significant skills transfer in co-managing for over eight years, further bolstered by Narsingh successfully managing various institutional
absolute-return mandates. Asset allocation is directed by the asset allocation model portfolio group (AA MPG), although the fund manager has discretion on the size
of the over- or underweights given the objective of the mandate. Narsingh forms part of the AA MPG team. Fixed-interest decisions are guided by the fixed income
model portfolio group (FI MPG) and SIM’s fixed-income team, headed up by Mokgatla Madisha. The equity carve-out of the fund is invested according to the “moderate
SWIX” house-view portfolio. Offshore exposure primarily is obtained through investments in CIS funds, investing mainly in Satrix Tracker funds for foreign equity and
supplemented by actively-managed Sanlam Global gunds, whilst offshore property exposure is gained through the Sanlam Global Property fund as well as selected
single property counters. From a risk management perspective, the managers will make use of derivatives to protect the portfolio from adverse market movements
when necessary. Ralph Thomas (of SIM Balanced) will support Narsingh with derivative management.

Quantitative Highlights
On a rolling three-year basis, the fund consistently has delivered above-category-average returns since the three-year period ending 31 July 2011. It also has managed to
achieve this at lower volatility (on a rolling three-year basis) than all of the Shopping List funds. Since 2009, the fund’s volatility of returns has decreased significantly
and this coincides with the management changes. Although the fund is lagging its CPI+4% target over one and three years, it is ahead of the target for periods longer
than five years and well ahead of the category average over all relevant periods. The fund has managed to remain in the top quartile for risk-adjusted return since
inception as well as top quartile drawdown figures. Since January 2014, it has delivered the lowest volatility compared to Shopping List peers as well as category
average and has experienced the least down-periods and the best risk-adjusted return figure. It is important to note that, since Liebenberg and Narsingh took over
management in 2009, the fund has achieved its objective of no negative returns over any one-year rolling period 100% of the time. The fund also remains in the top
two quartiles for rolling three-year performance since inception.

Current Portfolio Positioning
The SIM Inflation Plus Fund delivered a strong return of 1.44% for Q2 2016, outperforming the ASISA South African Multi-Asset Low-Equity category average (+0.83%)
by a comfortable 0.61%, although marginally underperforming its absolute benchmark, SA CPI+4%, by 0.1% over this period. On a year-to-date basis, the fund produced
a return of 3.83%, well ahead of peers (+2.92%), but lagging the rather ambitious absolute benchmark by just over 1%. Rand strength detracted from returns somewhat
over the quarter as the fund continues to utilize almost the full allowable offshore exposure, which marginally was increased to 23.96% of fund, through additions to
both international equity and property and downsizing foreign cash holdings. The fund’s main exposure remains in cash and money market assets, at just over half of
fund assets and contributing to returns positively as the asset class delivered 1.9% during a risk-off quarter, enhanced by the positioning within corporate paper offering
superior yields. Nominal bond exposure was decreased, especially in the middle section of the curve, with marginal increase in the short-dated space as the managers
feel more real yield is required to compensate for the additional risks faced in the local sphere. Equity holdings were decreased marginally to 15.71% of fund with some
protection imposed on the asset class, contributing to performance as local equities were down 0.4% over the quarter. However, protection has been lightened seeing
as valuations have become more attractive recently, being more conducive to real return going forward. Basic resources, making up 2.6% of fund, detracted from
performance as the second largest equity sector represented in the fund, as it declined by 7% over the three months. The manager is starting to favour financials locally,
as valuations have come down significantly whilst European equities are favoured in the international space.
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SA - MULTI-ASSET - MEDIUM EQUITY
Category Analyst: Cindy Mathews-DeVries
These portfolios invest in a spectrum of investments in the equity, bond, money, or property markets. These portfolios tend to display average
volatility, aim for medium- to long-term capital growth and can have a maximum effective equity exposure (including international equity) of up
to 60% and a maximum effective property exposure (including international property) of up to 25% of the market value of the portfolio.
The underlying risk and return objectives of individual portfolios may vary as dictated by each portfolio’s mandate and stated investment
objective and strategy.
Shopping List selection: Coronation Capital Plus Fund, Nedgroup Investments Opportunity Fund
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CO RO NATIO N CAP ITAL PLUS
Fund manager

Consistency (No. of quarters)

Charles de Kock and Duane Cable

Benchmark

Risk Description

CPI+4%

Role of Benchmark

Agnostic

Inception Date

Return Focus

Absolute

Fund Size (Rm)

Philosophy

02 July 2001
R18 220
Annual management fee with reduced fees
should the fund lose capital over any
24- month period.

Total Investment Charges

4.89

Category

Low to Medium

Fee Description (retail class)

Fundamental, bottom-up, valuation-driven

Glacier Risk Rating

48

1.75%

Regulation 28

SA Multi-Asset Medium-Equity

Yes

Key Insights
The fund has an internal risky assets (equity and property) limit of 60%. Therefore, it can be viewed as a less aggressive option when compared to a more traditional
fund in its category: where risky asset exposure can reach a maximum of 85% (60% equity and 25% property). However, the equity portion in this fund is slightly
more aggressive when compared to the equities in a fund such as the Coronation Balanced Defensive Fund. The Capital Plus Fund makes use of derivatives to hedge
certain currency and equity exposures. Coronation has extensive experience and capabilities across all asset classes, which is a key advantage in the management of
this multi-asset fund.

Fund Use
Due to Coronation’s extensive expertise across all asset classes, this fund can be used as a core holding in a cautious to moderate risk, absolute, return-focused
portfolio with the aim of outperforming inflation by 4% over a three to five-year period. The fund’s dual mandate of no negative returns over any 12-month period and
4% real return, will work equally well for a retiree with a slightly higher risk appetite, or a discretionary investor with a slightly lower risk appetite.

Qualitative Highlights
The fund was managed by Charles de Kock and Henk Groenewald until August 2015. De Kock has over 30 years’ investment experience, 11 of which have been spent
at Coronation. Duane Cable, head of SA Equity was appointed co-manager on the Capital Plus Fund alongside Charles de Kock in August 2015. De Kock has a high
regard for Cable. This fund previously was managed on a junior (Cable) and senior (de Kock) portfolio manager basis. However, it now managed with a 50/50 decisionmaking and ideas-generation approach. Where there is no consensus between the two managers, de Kock will make the final decision. Groenewald’s focus shifted to
co-managing the Resources Fund and subsequently joining Gavin Joubert’s Global Emerging Markets team as an analyst. Cable previously co-managed the absolute
return portfolios with Louis Stassen and Groenewald for two years and is well-positioned to manage this fund. Having joined Coronation in 2006 as an investment
analyst, he has good experience. Coronation has a highly skilled and experienced investment team, consisting of three former Coronation CIOs. The single investment
process, philosophy and research platform ensure that changes made on their portfolios has minimal impact on investments and clients’ experiences. Coronation has
developed a proprietary central research system which is available to all analysts and portfolio managers. The culture remains one of ownership and accountability
that is client-focused. This is evident in the fact that staff owns 25% of the holding company of the South African and international operating subsidiaries. All analysts
are rotated among industries so as to become generalists in every industry and avoid developing bias. Coronation believes in conducting comprehensive research on
a company rather than just analysing it. The team spends a vast amount of time examining different ways of understanding a company and its operating environment.
Much time is invested in interpreting the data and intelligence that the rest of the market might overlook.

Quantitative Highlights
The fund has outperformed its benchmark of CPI+4% consistently over longer, more meaningful periods. It does tend to achieve this with slightly higher levels of
volatility relative to peers, but protects capital well in times of adverse market conditions. This is not a fund that will deliver massive outperformances, due to its more
conservative nature. When comparing this fund to its peers in the medium equity category, one should be cognisant of the internal limit of risky assets to 60% (its
peers’ limit is 85%). The fund has been very consistent in implementing its dual mandate of no negative, 12-month returns and CPI+4% over rolling three-year periods.
Since inception, the fund has outperformed its CPI+4% benchmark 64% of the time while outperforming its average peers 78% of the time. On risk-adjusted returns
using the Sharpe and Sortino ratios, this fund delivers lower risk-adjusted returns when compared to peers, especially its Shopping List peer. De Kock has been the
main portfolio manager on this fund since January 2014. The return profile of the fund in the three years has been more volatile compared to the previous three-year
period. If one observes the three-year period, 1 January 2014 to 31 December 2016, the fund returned 5.65% with a standard deviation of 5.01%. From 1 January 2011 to
31 December 2013, the fund managed to return 13.47% with a standard deviation of 5.55%. Therefore, with an extra volatility of 0.54%, the fund produced 7.82% excess
return compared to de Kock’s regime. The fund’s drawdowns under the management of de Kock are more prolonged, meaning that time to recovery is longer and the
opposite is true in the previous period. Asset allocation did not change drastically between these periods, besides the gradual increase in property and decrease in
local cash. Since de Kock has taken over the fund, it has been managed with more bias towards quality stocks, as opposed to the value bias of the previous manager,
Louis Stassen.

Current Portfolio Positioning
The fund delivered -0.36% for the quarter ending 30 June 2017. This was 0.85% below its average peer performance, with the category average delivering 0.49% over
the same period. The fund’s three-year performance continues to lag CPI+4% over a three-year period and this continues to be a concern. However, underperformance
can be expected from time to time and it is important to consider the fund’s dual objective of real returns and no negative 12-month returns. Over the six months,
the fund returned 2.30% with most of it coming from Q1 (2.67% compared to the 2.25% category average, and compared to the average which returned 2.75% over
the same period). The fund underperformed its benchmark and the broader JSE which returned 5.03% and 3.37% over the same period. Detraction in Q2 was mainly
from local equities which returned -0.39%. Overall, foreign assets contributed to performance. The fund’s offshore hedging managed somewhat to limit the negative
impact of a stronger rand as this continued to provide headwinds to performance. However, the managers believe that the fund’s maximum offshore allocation remains
appropriate given the benefits of diversification, value in the underlying offshore assets, and the expectation of future SA rand weakness. Over Q1 and Q2, the fund
reduced exposure to SA government bonds. This indicates the house’s low SA growth expectation which, they believe, coupled with political inaction, will lead to
deterioration in SA’s fiscal and debt metrics. This inevitably will lead into sub-investment grade territory and index exclusion, if there is no immediate policy reaction.
Equity remains the preferred asset class to deliver inflation-beating returns, and the fund remains fully exposed offshore despite the rand strength and this hurting
performance. This is based on long-term valuations and diversification benefits. Although the domestic equity exposure largely was unchanged, active calls were made
where weaknesses in companies such as Aspen, Steinhoff and MTN were used to increase positions. These were funded by the trimming of exposures to stocks such
as Standard Bank, Mediclinic and AVI. Position in Anheuser-Busch, InBev and Mediclinic continued to detract from performance on the back of underperformance from
industrials, especially rand hedge stocks as the rand strengthened. The fund has decreased duration significantly from 3.82 years at the end of the year to 0.93 years
at the end of March and June. The decrease in duration was as a result of the offloading of government debt. On a relative basis, the fund’s duration of 0.93 years
has come in line, though slightly higher, with its Shopping List peer, the Nedgroup Investment Opportunity Fund, which had a duration of 0.4 years as at quarter end.
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N E D G R O U P INVESTM E NTS O P P O RTU NI TY
Abax Investments: Rashaad Tayob and
Omri Thomas

Fund manager
Benchmark

Inflation+5% over a rolling three-year period

Consistency (No. of quarters)

7

Risk Description

Moderate

Role of Benchmark

Agnostic

Inception Date

27 June 2011

Return Focus

Absolute

Fund Size (Rm)

R9 182

Philosophy

Bottom-up, fundamental research

Glacier Risk Rating

4.83

Category

SA Multi-Asset Medium-Equity

Fee Description (retail class)

Annual management fee

Total Investment Charge

2.05%

Regulation 28

Yes

Key Insights
Abax places a lot of emphasis on return modelling and establishing expected returns for asset classes or securities. As input to this return modelling, a lot of emphasis
is placed on sell-side research, which potentially could be seen as a possible weakness. However, the strength of Abax lies in how they use this sell-side research as well
as their asset allocation, modelling abilities and portfolio implementation. Their investment process seems very effective in incorporating this research and delivering
strong investment returns. With the addition of Rashaad Tayob in 2012, Dean Marks in 2013 and recently, Phillip Liebenberg (former manager of the SIM Inflation Plus
Fund and previous Shopping List manager), Abax has expanded their fixed-income capabilities extensively. Abax defines risk as drawdowns and uses this as input in
their portfolio optimisation process. With regards to portfolio management, Tayob will be responsible for asset allocation and, together with Dean Marks, also will be
responsible for the fixed-income portion of this fund. Omri Thomas will be responsible for the equity portion of the fund. Abax will make use of derivative strategies
to construct asymmetrical payoff profiles. The equity portion in this fund may be similar to the Nedgroup Investments Rainmaker Fund, but it is not actual carve-out
of the fund.

Fund Use
This fund is an excellent choice for an investor who prefers a broad exposure to multiple asset classes, where the asset manager has the responsibility of both strategic
and tactical asset allocation. This is a benchmark agnostic fund with an absolute return mindset. This fund is suitable for a client with a moderate risk profile seeking no
more than 60% equity exposure (equity + property < 85%). The fund has a low correlation to its peers and this, together with its low volatility profile, will add excellent
diversification benefits and lower the overall volatility profile of a portfolio.

Qualitative Highlights
Abax’s investment philosophy is brought to fruition through a well-defined, proprietary investment process that has allowed this fund to deliver excellent risk-adjusted
returns. Its absolute return mindset is clearly visible in its performance figures. The team is made up of highly-experienced and well-qualified individuals. Dean Marks
and Dylan Oelofse have been added recently as assistant portfolio managers to help Tayob with respect to the fixed income part of the portfolio, which is a positive
development. This will help build additional skills in the team as well as bring some continuity and help negate possible key-man risk. The offshore capability of the
team has been expanded with the recent addition of Adam Spagnoletti. The Opportunity Fund’s offshore equity exposure is gained through investing in the Abax
Global Equity Fund managed by Steve Minnaar. They will also buy direct offshore counters should they want an undiluted exposure to a particular stock and will search
for stocks with asymmetric return profiles. Minnaar is supported by Campbell Parry and the newly appointed analyst, Adam Spagnoletti, on the offshore research side.
However, everyone in the research team has international research responsibility. This significantly adds to the team’s offshore capability, which was a previous concern
for our team. There is very little to fault in terms of investment philosophy and process and this fund is a good alternative in the multi-asset, medium-equity space.

Quantitative Highlights
The Nedgroup Investments Opportunity Fund is a top performer in its category and has outperformed its inflation+5% mandate over any rolling three-year period
since its inception, with an exception of the rolling three-year period ending December 2016, where this fund’s performance was in line with CPI+4%. The fund’s
volatility has trended upwards recently, but this is in line with its peers. However, over the shorter period, the fund’s volatility has improved slightly when compared
to its long-term trend. It also has managed to compensate the investor sufficiently for these higher levels of volatility by delivering higher returns and subsequently
maintaining its superior risk-adjusted returns as measured by its Sharpe ratio. The fund’s focus on downside protection also has translated into a superior Sortino ratio
when compared to its peers, with its overall volatility mainly stemming from its upside performance. The volatility profile does seem to be characterised by larger-thanaverage drawdowns as opposed to a consistently high level of volatility. This indicates a susceptibility to unforeseen tail risk, and is confirmed by a consistently higher
rolling VAR measure, since December 2015. This VAR profile has, however, improved to be more in line with its Shopping List peer, the Coronation Capital Plus Fund,
even though it is still below the category average. On average, from December 2012, this fund captures 67.8% of the upside movement of the JSE All Share, and only
22% of the downside, reflecting an asymmetrical performance profile which is so important for an absolute-focused portfolio.

Current Portfolio Positioning
The Nedgroup Investment Opportunity Fund performed relatively well over the three months ending 30 June 2017, returning 1.54% for the quarter, and significantly
outperformed its peers, which managed to return on average 0.49% over the same period. Over the past two quarters, there has been a reduction in local cash from
11.8% in Q4 2016 to 6.3% in Q2 2017. This cash was used to buy more into equities at times of weakness, and therefore domestic equities have gone up to 49.7% at the
end of Q2. Barclays was the main benefactor as it was increased by 2.2% over the quarter on the back of a sell-off which depressed pricing, creating a buy opportunity.
Total effective equity exposure marginally increased from 55.1% in Q4 2016 to 56.3 in Q2, as local equities were increased and offshore equities were being trimmed.
Offshore equities were decreased incrementally by 2.7% over the period. As a result of continued political risk in the market, Abax has maintained a higher required
risk premium on government bonds in their valuations. Bonds have been trimmed down 2%. They maintained duration at low levels, currently at 0.42 years which is a
slight pick-up from 0.34 years duration in Q4 2016. Inflation-linked bond yields have moved up in recent months as demand has dried up, and therefore they continue
not to feature in this fund. Offshore bonds were also decreased over the past two quarters as a result of diminished value in the offshore bond space as credit spreads
are currently very low. Offshore denominated Eskom and Old Mutual bonds previously have added to performance. The fund’s large exposure to financials, especially
banking stocks, detracted from performance with financials and banks mostly returning negative returns for the past quarter and year-to-date. Also detracting
from performance was the 6.77% allocation to basic materials which returned -7.05% and 4.58% over three and six months to the end of the quarter. Curbing the
underperformance were the allocations to consumer goods and services, as these subsectors have positive returns over the quarter and six-month period. Overall, this
resulted in local equities being the main detractor to performance over the quarter as the All Share index returned a negative 0.39%. Naspers has been the biggest
stock in the portfolio for the past two quarters as the house remains bullish on the Tencent thesis, and believes that the unlocking of the rump would be advantageous.
Sasol is also among the Top 10, holding even though it moved from 4.4% at the end of Q1 to 2.4% at the end of Q2. To manage risk, the fund has single-stock hedges
on the four top holdings, which are Naspers, Barclays Africa Group, Steinhoff and Sasol. The offshore exposure is gained through Abax Global Equity Fund and can
also be gained through stocks outside this fund. Some of this is in the Eurostoxx Index
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SA - MULTI-ASSET - HIGH EQUITY
Category Analyst: Francis Marais
These portfolios invest in a spectrum of investments in the equity, bond, money, or property markets. These portfolios tend to have an
increased probability of short term volatility, aim to maximise long term capital growth and can have a maximum effective equity
exposure (including international equity) of up to 75% and a maximum effective property exposure (including international property)
of up to 25% of the market value of the portfolio. The underlying risk and return objectives of individual portfolios may vary as
dictated by each portfolios mandate and stated investment objective and strategy.
Shopping list selection: Allan Gray Balanced Fund, Coronation Balanced Plus Fund, Foord Balanced Fund, SIM Balanced Fund, Investec
Opportunity Fund

Quartile Ranking

Risk-Reward: 3 Years Annualised

As of Date: 30/06/2017
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Returns
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As of Date: 30/06/2017
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Source Data: Total Return
YTD 1 year 3 years 5 years 10 years
Allan Gray Balanced A
2.85 3.08
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Risk Statistics
Time Period: 01/07/2014 to 30/06/2017

-6.0

Std Dev

-8.0

2013

2015

Allan Gray Balanced A

Coronation Balanced Plus A

SIM Balanced R

Investec Opportunity R

2017

Allan Gray Balanced A
Coronation Balanced Plus A
Foord Balanced R
SIM Balanced R
Investec Opportunity R

Foord Balanced R

6.31
7.78
6.45
6.01
5.81

Max
Up
Down
Sharpe
Drawdown Period Period
Ratio
(monthly) Percent Percent
-3.58
63.89
36.11
0.03
-5.54
58.33
41.67 -0.22
-6.48
61.11
38.89 -0.32
-3.79
55.56
44.44 -0.23
-6.08
63.89
36.11 -0.02

Rolling 3 Year Returns
Time Period: 01/07/2012 to 30/06/2017
Rolling Window: 3 Years 1 Month shift
20.0
15.0
10.0

Return

5.0
0.0

07

08

09

10

11

12

01

02

03

04

05

06

07

2016
Allan Gray Balanced A
SIM Balanced R

08

09

10

11

12

01

02

03

04

05

06

2017
Coronation Balanced Plus A
Investec Opportunity R

T H E S H O P P I N G L I S T BY G L AC I E R R E S E A R C H - Q 2 - AU G U S T 2 0 1 7

Foord Balanced R
(ASISA) South African MA High Equity
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ALLAN GRAY BALAN CED
Duncan Artus, Andrew Lapping, Simon Raubenheimer,
Ruan Stander and Jacques Plaut

Fund manager

ASISA SA MA High Equity category mean (excluding
Allan Gray Balanced Fund)

Benchmark

Consistency (No. of quarters)
Risk Description

Role of Benchmark

Agnostic

Inception Date

Return Focus

Absolute

Fund Size (Rm)

Philosophy

Fundamental, bottom-up, value, contrarian approach

Glacier Risk Rating

5.73

Category

SA Multi-Asset High-Equity

34
Moderate / Aggressive
01 October 1999
R133 500

Fee Description (retail class)

Annual management fee with performance
component, maximum annual fee 1.50%
(excl. VAT)

Total Investment Charge

1.68%

Regulation 28

Yes

Key Insights
Property is not viewed as a separate asset class at Allan Gray. As a result, property needs to compete with equities for a place in the portfolio. Historically, the fund has
been able to protect capital, which compares well with some of its peers (as in 2008/2009, for example). Using futures also makes it easier for Allan Gray to increase or
decrease equity exposure without having to buy or sell the actual underlying equity. The hedged equity portion of the portfolio can also limit losses if there is a market
correction, but will detract from performance in rising markets. Fixed income capabilities are not as strong as Shopping List peers, and thus allocation is relatively
vanilla-flavoured. Allocating assets to fixed income is a consequence of not finding enough attractive equity opportunities. Allan Gray has strong offshore capabilities
in Orbis. The fund is considerable in size and thus manoeuvrability in terms of selling or buying sizeable positions in certain stocks, is hampered.

Fund Use
The fund is suited fund use in a portfolio with the aim of minimising drawdowns in down markets as well as a strong focus on real return. It is managed with a CPI+5%
benchmark in mind, tilting it more towards an absolute focus. Its actual benchmark, the ASISA SA Multi-Asset High-Equity category mean (excluding Allan Gray
Balanced Fund), is used merely to calculate performance fees, and the fund is therefore benchmark-agnostic. The fund’s focus on capital protection further aids to
temper overall volatility in a portfolio, particularly in adverse market conditions. It can be used in a moderate or moderately aggressive risk, absolute or relative return
focused portfolio with the aim of out-performing either inflation by 5%, or the category average of the SA Multi-Asset High-Equity category over a five to ten-year
period. It can be paired with more benchmark-cognisant funds like the SIM Balanced Fund, and can also be used in conjunction with funds which have strong fixedincome capabilities, like the Coronation Balanced Plus Fund.

Qualitative Highlights
The fund is managed on a multi-counsellor basis, with each fund manager effectively managing a separate balanced portfolio, and thus each deciding upon the asset
allocation and stock selection. Allan Gray’s investment philosophy is value-orientated, with their research efforts focused on identifying good-quality assets that are
priced below intrinsic value. A rigorous and disciplined process is applied and investments usually are made with a four-year view. Thus portfolio turnover tends to be
low. First and foremost on Allan Gray’s list of priorities is absolute risk. Therefore, short-term performance sometimes will be sacrificed to try and mitigate this risk. The
domestic equity committee, called the Share Policy Group (SPG), makes use of a voting system in order to determine which counters appear on the ranking table. Each
manager still has full discretion over which counters they buy and there is no house-view portfolio. Allan Gray follows a bottom-up, equity selection process. The SPG
determines the broad margins within which the portfolio managers are required to asset allocate. Asset allocation is a consequence of the availability of attractivelyvalued equities relative to the other asset classes within the set parameters. The fixed income-portion, including duration, is managed by the fixed-income team.
However, this is done at the request of the relevant multi-counsellor who allocates capital to the fixed-income manager and also dictates what duration s/he wants.
This is managed accordingly by the fixed-income team. The multi-counsellors also have the discretion to allocate to different fixed income managers and therefore the
fixed income portions could vary between the various portfolio managers’ “slices”. The offshore portion is managed by Orbis. Following the passing of Simon Marais,
Ian Liddle will be stepping down as CIO and relinquishing portfolio manager responsibilities to assume the position of chairman. Andrew Lapping assumed the CIO
position in March 2016. These are changes that we will monitor closely, as Liddle, one of the most experienced portfolio managers, has been managing a large portion
of the Balanced Fund. The associate portfolio managers, Ruan Stander and Jacques Plaut, were promoted to portfolio managers in November 2015.

Quantitative Highlights
The fund has delivered above-category average, risk-adjusted returns since 2002, but tends to lag over the shorter term. Over the same measurement period on a fiveyear rolling basis, the fund has experienced no negative returns. The fund has protected capital well in down-markets, particularly in the period 2007 to 2009 when
the market fell 40% and the average balanced fund lost 17%. Over the same period, the Allan Gray Balanced Fund was down 10%. Over five-year rolling periods since
inception, the fund has achieved its risk benchmark of CPI+5% 80% of the time and consistently delivered above-category-average returns. Historically, the fund has
had the lowest volatility amongst Shopping List peers, but since the five-year period ending June 2014, the Investec Opportunity Fund has had the lowest volatility.
The fund has been seeing decreased alpha generation capability, and this could be attributable directly to size and the fund’s ability to take meaningful positions in
certain counters.

Current Portfolio Positioning
Over the first half of 2017, the fund returned 2.85%, with strong performances in March and April, offset by losses in February and June. This muted performance was
marginally lower than the category average, which returned 2.38% over the same period. Even though the fund is benchmarked against the ASISA SA MA High-Equity
category mean (excluding Allan Gray Balanced Fund), it is managed with a CPI+5% benchmark in mind. Over the period, CPI+5% equalled 5.50%, overshadowing most
of the fund’s performances within the category. The biggest shift in the portfolio was a decrease in the fund’s cash position, opting to shift the assets to local and
offshore equity. Offshore investment over the period became more attractive with a stronger rand, affording the managers the ability to find value in this space. Local
bonds were also trimmed slightly by nearly a percentage point. The largest sector exposures over the period were financials, basic materials and consumer services.
Two of the sectors suffered losses, with the FTSE/JSE financials and basic materials indices losing 1.09% and 4.58% respectively, while the FTSE/JSE consumer services
index rallied 16.67%. The underweight exposure to consumer services and consumer goods dragged on performance, as these were the top-performing sectors on the
FTSE/JSE All Share Index. On an instrument specific level, rand hedge counters Naspers (+25.1%) and British American Tobacco (+14.6%) helped buoy returns, while
Life Healthcare (-21.9%) and Sasol (-9.9%) were big detractors.
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CO RO NATIO N BALANC ED PLUS
Karl Leinberger, Sarah-Jane Alexander and
Adrian Zetler

Fund manager

Consistency (No. of quarters)

Composite Benchmark (52.5% equity, 22.5% bonds,
20% international, 5% cash)

Benchmark
Role of Benchmark
Return Focus
Philosophy

Risk Description

Cautious / Aggressive

Agnostic

Inception Date

15 April 1996

Relative

Fund Size (Rm)

R84 050

Fee Description (retail class)

Fundamental, bottom-up valuation-driven approach

Glacier Risk Rating

Annual management fee

Total Investment Charge

6.78

Category

29

1.77%

Regulation 28

SA Multi-Asset High-Equity

Yes

Key Insights
This fund is managed by Karl Leinberger, the CIO of Coronation, along with Sarah-Jane Alexander and Adrian Zetler. The house, arguably, has one of the best research
teams in the industry and has strong capabilities in all asset classes. However, the size of the fund may become an issue going forward. A strength of the fund is
Coronation’s process – its “DNA”. Leinberger has the backing of a strong team, and various individuals who have co-managed the fund before.

Fund Use
This fund can be used in a moderate-aggressive risk, relative return-focused portfolio with the aim of outperforming the category average of the SA Multi-Asset HighEquity category over a seven to ten-year period. The aim of the fund is to achieve long-term capital gains with moderate income generation over time. This fund has a
high down-capture ratio, exposing it to adverse market movements, which should be offset by less market-dependent funds. It also has heightened levels of volatility
and therefore would benefit from diversification into funds which show low correlation to this fund, like the Investec Opportunity and Allan Gray Balanced Funds.

Qualitative Highlights
The fund is managed by Karl Leinberger, with Sarah-Jane Alexander named as a co-manager. Leinberger is the current CIO and has over 16 years’ investment
experience, spent almost exclusively at Coronation. Karl Leinberger started in January 2005, with Louis Stassen as co-manager of the fund. Leinberger took lead of
the fund from June 2009. He is supported by one of the largest and most experienced investment teams in SA. Duane Cable was formerly a co-manager on this fund,
but was announced as co-manager of Coronation Balanced Defensive and Coronation Capital Plus Funds alongside Charles de Kock in August 2015. Quinton Ivan, the
head of SA Equity Research, was also co-manager from June 2009 to December 2013. During 2016, Sarah-Jane Alexander was added as a co-manager on the Balanced
Plus Fund. More recently, Adrian Zetler has also been added. The co-managers do not manage pieces of the portfolio. Rather, they contribute to idea generation and
spark debate when there are conflicting investment views. These co-managers are also being groomed to reduce key-man risk, and ideally should be able to take over
seamlessly in any unfortunate circumstances. The investment team includes three former Coronation CIOs. The culture remains one of ownership and accountability
and is client-focused. Given that staff ownership is 25%, the interests of the managers and clients are well-aligned. Asset allocation is a bottom-up valuation process
and they make use of a proprietary asset allocation tool implemented in 2007. A team of key individuals determines the macroeconomic variables that will be the
inputs to the proprietary models used at Coronation. The key macro drivers used as inputs include interest rates, inflation and also expected return. While the model
will guide asset allocation decisions, each manager is responsible for the management of the funds, given the risk budget of the fund. Leinberger is thus responsible
for the asset allocation and stock selection of the fund. Coronation has developed a proprietary central research system which is available to analysts and portfolio
managers at all times. Proprietary research is the foundation of their investment proposition. From this platform they construct portfolios that meet the varying risk and
return objectives. All portfolios reflect the same Coronation DNA, which comprises Coronation’s best investment ideas, leveraging off the same investments process.
All portfolio managers also have analyst responsibilities. Analysts are assigned cross-sector and this provides them with the tools to ‘price-profit’ across sectors. The
managers are style-agnostic and take a long-term view by attempting to see through the business cycle in an attempt to identify intrinsic value. They are bottomup investors and ignore market timing and catalysts. Fixed interest exposure is leveraged off the research by Mark le Roux’s fixed interest team. The fund’s offshore
exposure is obtained through investing in a combination of Coronation’s offshore fund offerings.

Quantitative Highlights
On a rolling five-year basis, the fund has delivered consistent above-category, average, risk-adjusted returns since 31 July 2004, except during a brief stint from May
to July 2016. The fund tends to have drawdowns greater than the category average and its peers. Over the last three years it had a maximum drawdown of 5.54%,
while the category average had a maximum drawdown of 4.13% over the same period. The fund also tends to have a higher volatility when compared to its Shopping
List peers. Coronation as a house tends to focus on longer-term periods (more than five years) when evaluating equities, and since it has had an average exposure to
equities of 66% since March 2007, it should also be judged according to this longer, more meaningful period. However, the fund has had no negative returns over any
five-year period since inception. Within the Coronation house, it is a concern that the Balanced Plus Fund has only marginally outperformed the Balanced Defensive
Fund - only 57 basis points per annum over a ten-year period. This outperformance comes at a high-risk cost, more than doubling the Defensive Fund’s volatility, 9.26%
versus 4.12%. The maximum drawdown paints the same picture, with 22.48% versus 5.56% over the same period. This theme continues when compared to its peers in
the same category, producing admirable returns, but doing so with one of the highest volatilities and down-capture ratios.

Current Portfolio Positioning
Over the six-month period ending June 2017, the fund delivered 4.03%, beating the category average return by 1.65%. However, this outperformance came at the
expense of a heightened risk profile, with a standard deviation of 8.19%, compared to the category average of 5.50%. The largest asset shifts within the fund have been
out of local equity and local bonds, with the portfolio managers preferring to allocate resources to foreign equity and foreign preference shares. They also have started
adding to their overall risky asset exposure over the last two years, which is currently marginally overweight. The underweight local equity position, when compared
to the benchmark, detracted from return, while the overweight contrarian offshore equity position helped boost the fund’s returns. The MSCI All Counties World Index
rallied 11.48% in USD. However, the rand’s strength reduced overall return (ZAR 6.81%). The fund was also well-positioned to exploit emerging market strength, investing
in the Coronation Global Emerging Markets Fund. The MSCI Emerging Markets Index rallied 13.47% in rand over the last two quarters, but rand strength trimmed the
USD equivalent (18.43%). Developed market government debt has been excluded from the fund, along with minimal exposure to fixed-rate bond holdings locally.
Strong performances from rand-hedge counters like Naspers and British American Tobacco added to performance over the period, while lacklustre performance from
INTU Properties and MTN dragged on fund returns.
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Q2 2017

Q1 2017

Q4 2016

Q3 2016

Q2 2016

Q1 2016

Q4 2015

Q3 2015

Q2 2015

Q1 2015

Q4 2014

Q3 2014

Q2 2014

Q1 2014

Q4 2013

Q3 2013

Q2 2013

Q1 2013

Q4 2012

Q3 2012

Q2 2012

Q1 2012

Q4 2011

Q3 2011

Q2 2011

Q1 2011

Q4 2010

Q3 2010

Q2 2010

Q1 2010

Q4 2009

Q3 2009

Q2 2009

Q1 2009

Q4 2008

Q3 2008

Q2 2008

Q1 2008

Q4 2007

Q3 2007

Q2 2007

Foreign FI & Cash
Q1 2007

0%

Foreign Pref Shares & Other

Foreign Pref Shares & Other
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FO O RD BALAN CED
Fund manager
Benchmark

Dave Foord, Daryll Owen and Dane Schrauwen
ASISA SA Multi-Asset High-Equity category mean
(excluding Foord Balanced Fund)

Role of Benchmark
Return Focus
Philosophy

Inception Date

Relative

Fund Size (Rm)

6.30

Category

Risk Description

Agnostic

Top-down, bottom-up, valuation-driven approach

Glacier Risk Rating

Consistency (No. of quarters)

SA Multi-Asset High-Equity

Fee Description (retail class)

34
Moderate Aggressive
01 September 2002
R44 000
Annual management fee with a performance
fee, on both out-and underperformance

Total Investment Charge

1.36%

Regulation 28

Yes

Key Insights
Foord is an equity-focused house. The fund’s stock selection applies an absolute overlay to Foord’s strong fundamental process, meaning stocks in the portfolio need
to have large margins of safety. Therefore, the fund has a low probability of capital loss, which is how Foord defines risk. The team has limited fixed-interest capabilities
relative to Shopping List peers. Hence, the fund will use vanilla instruments to express their fixed-income views. With the introduction of the multi-counsellor approach
in 2011, key-man risk has been reduced significantly.

Fund Use
This fund can be used in a moderate-aggressive risk, absolute or relative return-focused portfolio with the aim of outperforming either inflation by 5% or the category
average of the SA Multi-Asset High-Equity category over a seven- to ten-year period. Over the intended investment horizon, the fund will have a high correlation to
the category average and its peers on the Shopping List. However, in the shorter term, the fund tends to be the least correlated. This provides good diversification
benefits in the short term.

Qualitative Highlights
The fund has been managed using a multi-counsellor approach since late 2011, with Dave Foord, Dane Schrauwen and Daryll Owen each managing a portion of
the assets. Foord believes that meaningful investment returns are not earned by making incremental decisions. Rather, they hold the view that superior long-term
returns are generated by identifying and taking advantage of economic cycles. Furthermore, buying at the right price is crucial. They do not take benchmarks
into consideration when constructing portfolios, as Foord believes that they are often representative of what is simply big or in vogue. Guided by asset allocation
parameters, each manager is allowed flexibility in the portion of the portfolio they manage. Their asset allocation style is predominantly top-down, value-orientated,
but incorporates bottom-up portfolio construction. Their asset allocation process is forward-looking and does not make use of any form of mean variance optimisation.
They believe that it is possible to form a good directional view on the interest rate cycle. As opposed to larger houses, Foord does not have formalised investment
committees and meetings. They cite this as an advantage, in that they are able to reposition and implement changes within the fund quickly. They have daily meetings
where markets and company-specific information are discussed. The entire team is located in close proximity to each other and this facilitates timeous and constant
information-sharing. All research, on both equities and fixed interest, is conducted in-house, and portfolio managers also undertake research. The analysts maintain a
stock-ranking table that covers all the relevant forward-looking metrics across all the shares in their research universe. They place an intrinsic valuation on the company
and assess to what extent the market is pricing that valuation. Foord looks for stocks with good management teams and is willing to pay for what is deemed fair value
for quality businesses. The fund has relatively low turnover which is a result of being a concentrated portfolio with a few good ideas that will be replaced only when a
better opportunity arises. The fund combines a top-down, macroeconomic view for asset allocation with a bottom-up analysis of stocks in portfolio construction. The
house has limited fixed-interest capabilities and thus will invest in vanilla instruments. Foord has a dedicated offshore team in Singapore which manages the equity
fund that forms part of the offshore exposure in the Foord Balanced Fund.

Quantitative Highlights
The Foord Balanced Fund has been a consistent long-term performing fund, delivering annualised returns in excess of 12% over both five and seven years. From a
quantitative performance perspective, this fund has performed well, but this should be considered over a more meaningful period – at least five years. It tends to
underperform over shorter-term periods. This speaks to Foord’s philosophy of getting broader directional trends right, and being buy-and-hold investors with a longerterm focus.

Current Portfolio Positioning
The fund delivered 1.68% over the Q4 2016, dragging down its annual performance to -1.00%. Over longer periods, and in line with the fund’s intended purpose, it has
produced strong returns over five- and seven-year periods, 12.08% and 12.18% respectively. Asset class exposure changed slightly, with local equity being trimmed
by 2%. Local bonds decreased by 1%, local property increased by 1% and foreign assets remained flat. Within the local equity allocation, large-caps were reduced
by 1%, offset by the increase in small-cap exposure. Foreign assets weighed down on total return to the fund, while interest-bearing assets – both bonds and cash
– contributed positively to overall performance. Foord believes that economic growth within South Africa is unlikely to make a dramatic recovery, with the growth
of earnings of rand-based enterprises at risk. The portfolio remains conservatively positioned, with a focus on high-quality global businesses, while government
bonds’ exposure is as a result of high yields as opposed to capital appreciation. The fund delivered 3.23% over the first half of the year, beating the category average,
which only grew by 2.38% over the same period. This is in sharp contrast to their performance over the 2016 calendar year, where the fund slipped 1.00%. The fund
is managed taking into account CPI+5% over rolling five-year periods and managed marginally to outperform this alternative target benchmark. There were minor
changes across all asset classes, but the most noticeable moves were the increased exposure to local equity, foreign equity and local government debt. Local corporate
debt was trimmed along with local cash. Currently, the fund is positioned cautiously, citing geopolitical tension as a threat to the financial landscape. Therefore, the
portfolio managers have opted to focus their portfolio towards high-quality, non-resource, rand-hedge companies, with large holdings in counters like British American
Tobacco and Steinhoff, 5.4% and 3.3% of the fund, respectively. Foreign asset exposure predominantly was obtained by investing in the Foord Global Equity and Foord
International Funds, which returned in excess of 3.90% and 9.90%, respectively. Overall, foreign assets contributed 1.60% to the fund’s performance, while interestbearing assets contributed 0.90% and local equity added 0.50%.

Long Term Asset Allocation
100%

Domestic Equity

90%

Domestic Property

80%

Domestic Corporate Debt

70%

Domestic Government Debt

60%

Domestic Commodities

50%

Domestic Cash

40%

Foreign Equity

30%
20%

Foreign Corporate Debt

10%

Foreign Listed Property
Foreign Commodities
Q2 2003
Q3 2003
Q4 2003
Q1 2004
Q2 2004
Q3 2004
Q4 2004
Q1 2005
Q2 2005
Q3 2005
Q4 2005
Q1 2006
Q2 2006
Q3 2006
Q4 2006
Q1 2007
Q2 2007
Q3 2007
Q4 2007
Q1 2008
Q2 2008
Q3 2008
Q4 2008
Q1 2009
Q2 2009
Q3 2009
Q4 2009
Q1 2010
Q2 2010
Q3 2010
Q4 2010
Q1 2011
Q2 2011
Q3 2011
Q4 2011
Q1 2012
Q2 2012
Q3 2012
Q4 2012
Q1 2013
Q2 2013
Q3 2013
Q4 2013
Q1 2014
Q2 2014
Q3 2014
Q4 2014
Q1 2015
Q2 2015
Q3 2015
Q4 2015
Q1 2016
Q2 2016
Q3 2016
Q4 2016
Q1 2017
Q2 2017

0%

Domestic Equity
Domestic Commodities
Foreign Listed Property

Domestic Property
Domestic Cash
Foreign Commodities

Domestic Corporate Debt
Foreign Equity
Foreign Cash

T H E S H O P P I N G L I S T BY G L AC I E R R E S E A R C H - Q 2 - AU G U S T 2 0 1 7

Foreign Cash

Domestic Government Bonds
Foreign Corporate Debt
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INVESTEC O P P O RTU NI TY
Fund manager

Clyde Rossouw

Benchmark

CPI+6%

Consistency (No. of quarters)
Risk Description

Role of Benchmark

Agnostic

Inception Date

Return Focus

Absolute

Fund Size (Rm)

Fundamental bottom-up, valuation-driven approach
with a key emphasis on quality companies

Philosophy
Glacier Risk Rating

5.58

Category

SA Multi-Asset High-Equity

35
Moderate-Aggressive
02 May 1997
R43 400
Annual management fee with a performance
component on both out- and underperformance, maximum annual fee of 2.25%

Fee Description (retail class)
Total Investment Charge

1.84%

Regulation 28

Yes

Key Insights
Foord is an equity-focused house. The fund’s stock selection applies an absolute overlay to Foord’s strong fundamental process, meaning stocks in the portfolio need
to have large margins of safety. Therefore, the fund has a low probability of capital loss, which is how Foord defines risk. The team has limited fixed-interest capabilities
relative to Shopping List peers. Hence, the fund will use vanilla instruments to express their fixed-income views. With the introduction of the multi-counsellor approach
in 2011, key-man risk has been reduced significantly.

Fund Use
This fund can be used in a moderate-aggressive, absolute-return-focused portfolio with the aim of outperforming inflation by 6% over a longer term of ten years or
more. The absolute-return focus, together with the fund’s defensive positioning, benefits a portfolio by lowering-volatility, particularly in adverse market conditions. It
is also because of this defensive positioning that the fund should underperform in strong, upward trending markets. However, it will have a lower drawdown, relative
to peers, in tough markets. The ideal market for this fund to outperform is an oscillating market with returns ranging between 0% and 10%. The fund can be used
successfully as a risk/return diversifier when used in conjunction with funds that are more benchmark-cognisant, like the SIM Balanced Fund.

Qualitative Highlights
Clyde Rossouw is head of quality at Investec Asset Management and focuses on multi-asset, absolute-return, low-volatility, real-return equity investing. He has
managed the opportunity strategy since 2003, having joined the firm in 1999, initially as an asset and sector allocation strategist. The fund has a primary focus on
investing in good-quality companies with a secondary focus on buying them when they are priced attractively. Rossouw is responsible for the fund’s asset allocation,
which is determined by following a bottom-up, relative-valuation approach. Asset classes are thus bought on merit while taking into account the relevant risk. Asset
allocation starts with equities, and the fund follows a structured and systematic process. The equity holding will usually be concentrated with low turnover. The majority
of the team is based in the UK and they have added two new analysts to the Cape Town team, both of whom are relatively inexperienced. They will also leverage off
the research conducted by Chris Freund’s equity team. The quality team makes the final decision on the fixed-interest portion, and, while not aligned with the Fixed
Income team, they draw on the expertise and experience of the analysts and portfolio managers of the fixed-income team, both locally and internationally. Offshore
exposure is obtained via investing in two non-retail offshore funds. Both funds are managed by the quality team. They bolstered their offshore capability with the
addition of ex-Threadneedle analysts and portfolio managers in 2014.

Quantitative Highlights
The Investec Opportunity Fund has delivered returns in excess of 15% per annum since inception. However, performance has slowed with both five and three-year
annualised returns being considerably less at approximately 10% and 7.5% respectively. The fund has also underperformed its absolute return benchmark of CPI+6%
over three, five and ten-year periods. However it has outperformed its peers while experiencing a very similar level of volatility. These lower levels of volatility have led
to excellent risk-adjusted returns as measured by its Sharpe ratio. This fund tends to perform well during times of high market volatility and provides capital protection
in negative markets. However, the opposite also holds true and it has a tendency to underperform in strong markets which can be attributed to the more conservative
nature of the fund relative to peers.

Current Portfolio Positioning
Over the first half of the year, the fund managed to return 4.00%, beating not only the category average (2.38%), but most of its Shopping List peers. The most
notable asset class exposure movement was a decrease in local cash, which was mobilised into local bonds, offshore cash and offshore equity. The PM of the fund sees
more opportunity in offshore assets and believes that over-exposure to cash would hurt longer-term returns. This sentiment is reflected in the local equity holdings,
where rand-hedge counters have had preference. Consumer goods had the highest sector allocation, which contributed positively to performance, with the FTSE/
JSE Consumer Goods Index rallying 10.58% over the period. Contrary to this, resource exposure detracted from performance overall, with the FTSE/JSE Resource
Index slipping 4.58%. The fund’s offshore equity managed to overcome the appreciating rand and contributed positively to performance, with notable counters like
Philip Morris International and Johnson & Johnson producing strong returns. The top equity holding in the fund, British American Tobacco, had a strong half-year
performance, contributing positively to fund performance

Long Term Asset Allocation
94%

74%

54%

34%

Q2 2017

Q1 2017

Q3 2016

Q4 2016

Q2 2016

Q1 2016

Q4 2015

Q3 2015

Q2 2015

Q4 2014

Q1 2015

Q3 2014

Q2 2014

Q1 2014

Q3 2013

Q4 2013

Q1 2013

Q2 2013

Q4 2012

Q3 2012

Q2 2012

Q4 2011

Q1 2012

Q3 2011

Q2 2011

Q4 2010

Q1 2011

Q3 2010

Q2 2010

Q4 2009

Q1 2010

Q3 2009

Q1 2009

Q2 2009

Q4 2008

Q3 2008

Q2 2008

Q4 2007

Q1 2008

Q2 2007

Q3 2007

Q1 2007

Q4 2006

Q3 2006

Q2 2006

Q1 2006

Q4 2005

Q2 2005

-6%

Q3 2005

14%

Foreign Assets Bonds

Foreign Assets Cash / Money Market (incl FX)

Foreign Assets Commodities

Foreign Assets Equities

Foreign Assets Property (listed)

Local Assets Bonds

Local Assets Cash / Money Market (incl FX)

Local Assets Commodities

Local Assets Equities

Local Assets Property (listed)
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S IM BALANCED
Fund manager

Consistency (No. of quarters)

Fred White and Ralph Thomas

Benchmark

Risk Description

ASISA SA Multi-Asset High-Equity category mean

Role of Benchmark

Cognisant

Inception Date

Relative

Fund Size (Rm)

Return Focus
Philosophy

01 February 1995
R15 842
Annual management fee with
performance fee component

Total Investment Charge

5.69

Category

Moderate Aggressive

Fee Description (retail class)

Bottom-up and top-down, pragmatic value approach

Glacier Risk Rating

49

1.84%

Regulation 28

SA Multi-Asset High-Equity

Yes

Key Insights
This is a benchmark-cognisant fund that will resemble Sanlam Investments’ (SI) best view of all underlying asset classes and instruments. As of June 2016, Gerhard
Cruywagen relinquished the management of the fund, with this responsibility transferred to Fred White, who has been an integral part of the asset allocation
committee. Ralph Thomas will assist with the management of the fund as a co-manager. Going forward, White will make use of SI’s house-view moderate SWIX
portfolio, as opposed to managing equities against the institutionally-focused Alexander Forbes Large Manager Watch (LMW). From our interactions with White, it is
clear that he will increase the risky asset exposure in the fund and will now aim to compete directly with the traditional large retail high-equity managers, as opposed
to the balanced strategy’s institutional peers. White has indicated that more focus will be placed on risk management through the use of derivatives, which is a new
innovation to the existing process. He has employed Ralph Thomas, to assist him in this regard. Our initial view is that these changes are material and that the return
signature will be different to Cruywagen’s Balanced Fund going forward. However, it is also our view that most of the intended changes will be positive. White’s main
responsibility will be asset allocation and managing these exposures, either by means of derivatives or physical exposures. Underlying instrument selections such as
equities, fixed income, property and offshore securities will be the responsibility of the various specialist teams within the broader SI group. The fund, therefore, will
seek to leverage off the strengths of these various specialist teams, ultimately resembling a blend of the best views of these teams. From extensive engagements with
White and senior management, it is clear that the intention is to create a highly competitive fund in the retail CIS, SA multi-asset, high-equity space. From a return
perspective, we can expect the fund to be more competitive going forward, with risk actively-managed through the use of derivatives. It is comforting to know that
the lead portfolio manager, White, will be invested substantially alongside clients.

Fund Use
This fund can be used in a moderate-aggressive risk, relative return-focused portfolio with the primary aim of delivering long-term capital growth for investors, while
also adhering to Regulation 28 limitations. The fund will add additional diversification benefits when combined with its peers. The fund will complement benchmarkagnostic peers like the Allan Gray Balanced, Investec Opportunity or Foord Balanced Funds, offering diversification, as well as a differentiated investment approach.

Qualitative Highlights
Patrice Rassou provides input on the equity selection, drawing from his wealth of experience in the industry. The Balanced Fund is the best reflection of SI’s houseview. There is a strong focus on following SI’s pragmatic value philosophy and process. Valuations are based on a belief that long-run average returns are mean
reverting within asset classes. There are three key committees, or model portfolio groups (MPGs), that impact the Balanced Fund. Previously, Cruywagen constructed
his own equity building block, in line with the equity MPG view. Going forward, White will make use of the house view moderate SWIX portfolio. Similarly, property,
bond and cash exposure is also managed by leveraging off the asset class MPGs, and allocations are made according to the mandate and portfolio construction
process. The decisions have to be carried through by all managers although they are allowed some flexibility. The direction must be the same, but the magnitude of
over- or underweight can differ within the various funds. The incumbent manager has a more aggressive style when compared to his predecessor, aiming to achieve
maximum risk-adjusted returns and deliver superior capital growth over the longer term. Due to the diversification benefits, the fund will always at full (or as close to
it as possible) offshore exposure. Offshore equity exposure currently is gained primarily through unit trusts, index funds or ETFs. White has indicated that more focus
will be placed on risk management through the use of protection, and SI successfully has balloted for the inclusion of derivatives in the fund. Ralph Thomas has been
appointed as the dedicated resource in this regard.

Quantitative Highlights
The fund is benchmark-cognisant, and has delivered consistent first or second quartile performances. It has delivered these returns with volatility levels higher than its
peers. Amongst Shopping List peers the fund experienced the greatest drawdown during the global financial crisis of 2008 (-24.0%, while the average balanced fund
experienced -15.7%). It is important to note that this was prior to White managing the fund. Given the fund’s relative focus, we expect to see drawdowns similar to its
Shopping List peers, and for the two-quarter period, the fund’s maximum drawdown was 3.12% while the category average was 3.33%.

Current Portfolio Positioning
The first half of 2017 saw the fund rise by 3.79%, rounding out the period with consistent second quartile performances on a monthly basis. When compared to
its Shopping List peers, the fund returns were mid-range, with a slightly elevated level of volatility. Assets were shifted away from interest-bearing instruments
and inflation-linked bonds, while exposure to local and offshore equity increased, along with local cash exposure. Naspers remains a large holding in the fund,
approximately at 9%, and contributed positively to performance over the period, rising 26.10%. Rand hedge counter British American Tobacco also added to returns,
up 14.60%, while Steinhoff International Holdings and Sasol Limited detracted over the period, down 6.00% and 9.90%, respectively. Offshore equity exposure was
gained by leveraging Sanlam funds, the Sanlam World Equity Fund and Sanlam Europe (ex UK) Equity Tracker Fund, while property exposure was gained through the
use of the SIM Property Fund.

Long Term Asset Allocation
100%

Cash and Money Market Assets

90%

Inflation Linked Bonds

80%

70%

Interest Bearing Investments

60%

Property

50%

Equities

40%

International Assets

30%
20%

Preference Shares

Cash and Money Market Assets

Inflation Linked Bonds

Interest Bearing Investments

Property

Equities
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International Assets
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SA - MULTI ASSET - FLEXIBLE
Category Analyst: Francis Marais
These portfolios invest in a flexible combination of investments in the equity, bond, money and property markets. The underlying risk
and return objectives of individual portfolios may vary as dictated by each portfolio’s mandate and stated investment objective and
strategy. These portfolios may be aggressively managed with assets being shifted between the various markets and asset classes to
reflect changing economic and market conditions and the manager is accorded a significant degree of discretion over asset allocation
to maximise total returns over the long term.
Shopping List selection: PSG Flexible Fund, Truffle MET Flexible Fund, Bateleur Flexible Prescient Fund, Laurium Flexible Prescient
Fund

Quartile Ranking

Risk-Reward: 3 Years Annualised

As of Date: 30/06/2017

Time Period: 01/07/2014 to 30/06/2017

2nd Quartile

3rd Quartile

Bottom Quartile

17.0

20.0

13.0

15.0

9.0

10.0

5.0

5.0

1.0

0.0

-3.0

Return

Return

Top Quartile

-5.0
-10.0

YTD

1 year

3 years 5 years 7 years 10 Years

-7.0
0.0

2.0

4.0

6.0

8.0

10.0

12.0

14.0

Std Dev
PSG Flexible

Truﬄe MET Flexible A

Laurium Flexible Prescient A1

(ASISA) South African MA Flexible

Bateleur Flexible Prescient A1

PSG Flexible

Truﬄe MET Flexible A

Laurium Flexible Prescient A1

(ASISA) South African MA Flexible

Maximum Drawdown: Monthly

Returns

Time Period: 01/07/2012 to 30/06/2017

As of Date: 30/06/2017

Bateleur Flexible Prescient A1

Source Data: Total Return

YTD 1 year 3 years 5 years 7 years
15.08
13.36
8.90
-0.04 9.61
PSG Flexible
13.57
7.84
8.57 0.35
Truﬄe MET Flexible A
15.45
8.68
7.50 1.32
Bateleur Flexible Prescient A1
8.55
6.82 2.84
Laurium Flexible Prescient A1
4.09
9.43
7.88
(ASISA) South African MA Flexible 3.39 1.33

0.0
-2.0
-4.0

Risk Statistics
Time Period: 01/07/2014 to 30/06/2017

-6.0

7.45
7.43
7.67
7.87
6.00
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Down
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Drawdown Period Period
Ratio
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-6.50
63.89
36.11
0.27
-7.56
61.11
38.89
0.12
-6.60
61.11
38.89
0.23
-5.18
55.56 44.44
0.21
-5.51
58.33
41.67
-0.47

12

01

Std Dev

-8.0

2013

2015

PSG Flexible

Truﬄe MET Flexible A
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(ASISA) South African MA Flexible

2017

PSG Flexible
Truﬄe MET Flexible A
Bateleur Flexible Prescient A1
Laurium Flexible Prescient A1
(ASISA) South African MA Flexible

Bateleur Flexible Prescient A1

Rolling 3 Year Returns
Time Period: 01/07/2012 to 30/06/2017
Rolling Window: 3 Years 1 Month shift
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Bateleur Flexible Prescient A1
SA CPI + 5%
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BATE LE U R FLEX IBLE P RES CI EN T
Fund manager

Kevin Williams

Benchmark

Medium-High

Benchmark agnostic

Inception Date

01 July 2010

Absolute

Fund Size (Rm)

Return Focus

Bottom-up stock-picking, with a
top-down macro overlay

Philosophy
Glacier Risk Rating

6.84

Category

5

Risk Description

CPI+4%

Role of Benchmark

Consistency (No. of quarters)

SA Multi-Asset Flexible

R1 327
Annual management fee with an
additional performance-based fee

Fee Description (retail class)
Total Investment Charge

2.73%

Regulation 28

No

Key Insights
One of the key strengths of the Bateleur Flexible Fund is the fund’s consistent returns, with low levels of risk, as measured by volatility and maximum drawdowns,
consequently leading to excellent risk-adjusted returns. The two main portfolio managers, Kevin Williams and Charl Gouws have a wealth of experience, and while the
team is still relatively small, it is comforting to see that Bateleur is investing in their process and expanding their team. Galen Hossack has been with Bateleur since 2012
and recently has been made portfolio manager of the Bateleur Equity Fund. This will contribute further to experience and a reduction in key-man risk. They have added
three additional analysts since 2014. Kevin Williams stepped down as a member of the Ranmore Fund Management investment committee and as co-portfolio manager
of the Ranmore Global Equity Fund (RGEF) at the end of December 2016. This change resulted in the Bateleur Flexible Prescient Fund commencing a process to reduce
its exposure to the RGEF and as at 31 January 2017, the fund exposure had reduced to 3.3% of the fund NAV. Bateleur is an equity-biased house, preferring to run the
Flexible Fund as an equity (including property) cash fund. Cash exposure is gained by investing in the Prescient Money Market Fund. Bateleur combines a macro, topdown approach with its bottom-up fundamental research. They spend a fairly significant part (±30%) of their research process discussing the macro-environment, and
this sets them apart from the more bottom-up focused flexible funds such as the PSG Flexible and the Truffle MET Flexible Funds.

Fund Use
The Bateleur Flexible Prescient Fund will work well in an absolute return-focused multi-asset portfolio, which seeks a real return of between 4% and 5%. It is an equitybiased fund, typically moving between equity and cash, depending on the availability of real-return opportunities. This fund will work well in combination with other
multi-asset flexible funds such as the PSG Flexible and Truffle Flexible Funds. The fund is ideal for people seeking a slightly more aggressive real-return profile, but who
are sensitive to capital losses, and who prefer a benchmark-agnostic approach. While the fund does tend to have a higher exposure to equity than either the PSG or
Truffle funds, it achieves these exposures at lower levels of systemic risk, delivering a lower risk profile overall. Consequently, this fund works well in a wide variety of
portfolios, ranging from slightly conservative to more aggressive, as it materially lowers overall portfolio risk.

Qualitative Highlights
Bateleur is an owner-managed, boutique investment house with a hedge fund background. Their focus on risk management and protecting capital has led them to
deliver excellent risk-adjusted returns. They have a clearly-defined investment philosophy with a robust investment process. Their size allows them to be nimble and
to discuss and evaluate opportunities quickly as they present themselves. Bateleur’s strengths include their approach to managing risk in their portfolios. They are
focused on protecting capital and are disciplined in implementing their investment process. Central to all their decisions are their clients’ interests. Their weaknesses
include fixed income and money market instruments, as well as offshore equities, with exposure primarily obtained through the use of ETFs. However, they will invest
in individual offshore instruments if the opportunity presents itself. This is due to the relationship with Ranmore drawing to a close. Despite these weaknesses, they
have a focused approach to the number of investment funds they offer, as well as making a concerted effort to build their investment team, having consistently added
high calibre investment professionals.

Quantitative Highlights
The Bateleur Flexible Fund has delivered excellent returns since its inception while taking on minimal risk. This was particularly evident during 2015, a volatile year
in terms of investment performances. During this period the FTSE/JSE All Share TR Index returned 5.13%, with the Bateleur Flexible Prescient Fund returning 21% for
the 12 months ending 31 December 2015. Over the past three years, the Bateleur Flexible Prescient Fund has managed to share, on average, 81% of the upside, and on
average 29% of the downside when compared to the FTSE/JSE All Share TR Index. This type of asymmetrical return profile is what a flexible fund should exhibit, with
Bateleur having one of the most consistent and prevalent asymmetrical return profiles when compared to some of its peers. The fund has one of the lowest volatility
profiles as reflected by its three-year standard deviation.

Current Portfolio Positioning
Over the first half of 2017, the fund returned a healthy 4.33%, easily beating the category average of +1.67%. On a risk-adjusted basis, the fund has outperformed
most of its Shopping List peers over the period. There was a large shift between cash and local equity, moving into a risk on stance. The cash position, however, is
still substantial, at approximately 18%. The two largest sector exposures, consumer discretionary and basic materials, had a positive impact on performance. The
largest detractor from performance was financials. There has been a strong focus on companies which are insulated somewhat against rand depreciation, typical
rand hedges. Three of the top five equity holdings were Naspers, British American Tobacco and Sasol, returning approximately 26%, 16% and -9.5% respectively. In
addition to companies deriving their income from abroad, selective investments were made in SA Inc. These companies were chosen on their ability to weather the
macroeconomic storm, and were trading at compelling valuations. Offshore equity was obtained largely through the use of an S&P 500 ETF, which yielded positive
results. The S&P 500 Index increased by 9.34% in USD, the equivalent of 4.76% in ZAR. The funds trailing PE and PB ratios have remained relatively stable over the last
six months, with PE decreasing slightly, along with a marginal increase in PB.
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LAU RIU M FLEX IBLE P RES CI EN T
Fund manager

Gavin Vorwerg, Murray Winckler

Benchmark

CPI+5%

Role of Benchmark
Return Focus

Inception Date

Absolute, with a relative bias

Fund Size (Rm)

Glacier Risk Rating

7.11

Category

SA Multi-Asset Flexible

5

Risk Description

Some benchmark-cognisance

Bottom-up stock-picking, with a
top-down macro overlay

Philosophy

Consistency (No. of quarters)

Medium-High
01 February 2013
R1 690
Annual management fee plus
Performance fee

Fee Description (retail class)
Total Investment Charge

2.22%

Regulation 28

No

Key Insights
The fund has an absolute return mandate, but the managers are cognisant of the broader FSE/JSE All Share Index as well as their peers. The fund is therefore slightly
more relatively managed than its peers with a similar mandate. Laurium has a definite bias towards equity with exposure to other asset classes being opportunistic,
or as a result of not finding sufficient opportunities in locally-listed shares. Offshore exposure will be gained primarily through ETFs. Fundamental research in offshore
stocks is limited to competitors of local counters, and could be included in the portfolio should they offer compelling value. The inclusion of direct offshore holdings is
therefore as a result of local fundamental research as opposed to looking actively for offshore opportunities. Laurium also has strong African investment capabilities,
and should opportunities avail themselves, they will be included in their local SA portfolios. These opportunities will be fundamentally researched. The investment team
at Laurium has a strong accounting background and places an emphasis on financial analysis of companies when conducting fundamental research. Furthermore, the
team at Laurium places an emphasis on interactions with leaders in the SA business environment for idea generation and as part of their research.

Fund Use
This is a SA multi-asset flexible fund, with a bias towards equity. Other asset classes such as money market instruments, bonds and property will be added
opportunistically. The fund aims to deliver a real return of 5%. However, the fund is more relatively-focused than a pure absolute-return fund, with the managers trying
to outperform the broader SA equity market as well as their peers. This is an ideal fund for investors that seek long-term real growth. The fund will work well in a
slightly more aggressive multi-asset portfolio, especially with funds such as the Truffle Flexible Fund, which is a strictly absolute, bottom-up focused fund, which more
readily invests in other asset classes. It also can be used alongside the PSG Flexible Fund if the investor wants to diversify a cash/equity portfolio, with low correlations
between the two, tempering overall portfolio volatility.

Qualitative Highlights
Laurium has been managing hedge and long-only funds investing across Africa since 2008, when it was founded by Murray Winckler and Gavin Vorwerg. They have
had the benefit of an extended bull run, but the senior members of the investment team bring with them years of experience accumulated throughout the market cycle.
The investment team has won numerous hedge fund awards, while the long-only flexible fund has delivered impressive returns since its inception when compared to
the broader FTSE/JSE All Share TR Index. Murray Winckler and Gavin Vorwerg have over 26 years’ and 17 years’ investment experience respectively, while Craig Sorour
and Paul Robinson, as the two heads of research (local and Africa respectively), have over 16 years’ and 11 years’ experience, respectively. The team has been relatively
stable with only one analyst leaving and being replaced since the firm’s inception. The team is able to articulate clearly their philosophy and process, and based on
their extensive experience, we believe this team to be of a high calibre. Laurium is well-positioned to take advantage of African opportunities, should it be suitable for
their SA portfolios.

Quantitative Highlights
The fund’s performance over four years ending 30 June 2017 has seen it registering a maximum drawdown of only 4.78% Over this same period, the JSE registered
a maximum drawdown of 8.33%. The fund delivered consistent first quartile returns over a rolling three-year period. This fund has exhibited excellent, positive
asymmetric returns as measured by the fund’s up- and down-capture ratios versus the FTSE/JSE All Share TR Index. It is a strong generator of excess returns. Despite
the fact that the fund has an absolute return benchmark, it is managed on a more relative basis, with the team cognisant of outperforming the JSE and also its peers.
On a relative basis, the fund’s volatility tends to be slightly higher than its peers, albeit significantly less than the overall market.

Current Portfolio Positioning
Over the first half of the year, the fund had a tough time performing, coming off the back of a difficult 2016 (-0.60%), delivering 3.87% for the period. This performance
beat the category average of 1.67%, and underperformed its benchmark, which returned 5.50%. The fund saw large shifts in its asset allocation, with local equity being
trimmed by approximately 11%. This capital was re-allocated to local bonds, local cash and offshore bonds. The FTSE/JSE All Share TR Index rose by 3.37% over the
first half of the year, while local bonds appreciated by 4.02%, cash gained 3.74% and offshore bonds lifted 0.04% in ZAR (4.41% in USD). The fund has maintained its
cautious stance on local equity, and the fund managers have opted to increase their rand hedge exposure due to the uncertain domestic economic landscape. They
believe this uncertainty will continue to drive the deterioration of the South African rand in the future. Emerging markets are preferred over developed markets due to
valuations remaining attractive and offering good upside. The MSCI ACWI produced 6.81% and the MSCI World gained 6.03% over H1. Exposure to Exxaro Resources
Ltd and DB X-Trackers MSCI USA dragged on performance on a relative basis over the period, only returning 1.70% and 2.00% respectively, while star performers like
Mondi and Shoprite helped increase returns on a relative basis, up 21.80% and 15.30% respectively.
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P S G FLEX IB LE
Fund manager

Paul Bosman and Shaun le Roux

Benchmark

CPI+6%

Role of Benchmark
Return Focus

Inception Date

Absolute

Fund Size (Rm)

Glacier Risk Rating

6.06

Category

SA Multi-Asset Flexible

31

Risk Description

Agnostic

Fundamental, bottom-up, value approach with a key
focus on MOAT, management and margin of safety

Philosophy

Consistency (No. of quarters)

Medium to High
02 November 1998
R10 704
Annual management fee plus
performance fee

Fee Description (retail class)
Total Investment Charge

2.25%

Regulation 28

No

Key Insights
The fund typically will be invested only in cash or equity, and will not include other asset classes such as fixed-income securities (longer duration bonds) or property.
This is a fully flexible fund and the manager is prepared to invest a large amount of the fund in cash, should he feel that equities offer little value. Conversely, the fund
may also invest up to 100% in equities as far as practically possible from a liquidity perspective and margin of safety. This is currently the largest fund in the multi-asset
flexible category. The fund is benchmark- and peer-agnostic, generating returns from specific shares which are chosen due to their MOAT, management and margin
of safety. This differentiation drives the fund’s performance during different periods when compared to peers, leading to a low correlation between performances. The
cash in this fund will be enhanced with a weighted average duration of approximately 194 days, mainly through the use of NCD instruments.

Fund Use
This is a flexible fund which shifts between cash and equity, depending on where the manager sees value. The manager can shift to cash, should he feel equities are
expensive, and vice versa. Holding more cash should result in less risk, decreasing overall fund volatility, but this could also lead to lower returns. This is a good option
for investors that would like to take advantage of the manager’s ability to allocate capital between cash and equity. It can also bring a sense of dynamism to a static
portfolio split between equity and fixed income, overweighting equity in times when it is deemed to be inexpensive, or overweighting fixed income instruments or cash
in high-risk environments. Furthermore, it is ideal to use in an absolute-focused, moderate to aggressive portfolio. Due to the fund’s unique counter-specific positioning,
it can add diversification when used with the Truffle MET Flexible or Bateleur Flexible Prescient Funds.

Qualitative Highlights
The investment team, both equity and fixed income, consists of 17 members. The fund was managed by Jan Mouton until 29 February 2016. From 1 March 2016, the
management of the fund was taken over by Paul Bosman and Shaun le Roux. Paul Bosman has 13 years of investment experience, is the manager of both the PSG Stable
Fund and the PSG Balanced Fund, and has assisted Mouton for 11 years in managing the PSG Flexible Fund. Shaun is the portfolio manager of the PSG Equity Fund
and has 21 years of investment experience, 18 of which have been spent at PSG. Paul brings with him multi-asset management as well as asset allocation experience,
while Shaun brings with him a wealth of equity management experience, particularly when it comes to idea generation. Jan Mouton continued to function as chairman
of the equity investment committee until June 2016. Subsequently, he has decided to focus on his personal endeavours. Greg Hopkins, CIO, has taken over as head
of the equity committee. These changes were effective as of July 2016. We believe this transition was transparent and well-managed. Hence, we have maintained
our favourable stance on this fund. The portfolio managers and team are co-investors in this fund and therefore the clients’ and managers’ interests are aligned. The
investment process is well-articulated and structured to ensure that idea generation takes place effectively and that these ideas are vetted and brought to fruition in
a timeous manner. The asset management arm of PSG is part of the wider PSG group and can leverage off the group’s extensive resources and experience should the
need arise. As a result, a culture of strong corporate governance is evident with respect to the structuring of investment committees.

Quantitative Highlights
The fund has a 15-year performance track record, one of the very few funds in the multi-asset flexible category that offers such a long history. The fund has low
correlations with its peers and the category as a whole. The fund’s excess returns are generated mainly through its ability to generate alpha as opposed to the
interaction between the fund and the general market (beta). The fund’s risk profile as measured by standard deviation and drawdowns improved markedly since
2008, and is one of the less risky funds in the flexible space today. The fund has delivered consistent Q1 and Q2 returns. PSG’s investment process lends itself to stock
selections that are slightly more contrarian in nature than most peers. This, together with their tendency to move into certain mean-reverting stocks early, may lead
to periods of underperformance.

Current Portfolio Positioning
Over H1 2017, the fund struggled to gain traction, slipping 0.02%. This is in stark contrast to 2016, when the fund rose 17.67% while the category average only managed
1.41%, speaking to its unique positioning and peer agnosticism. The semi-annual performance of 2017 underperformed both its benchmark (+5.97%) and the category
average (+1.67%). However, the longer-term returns are still exemplary. Over the quarter, cash was mobilised, not only locally, but offshore as well. Investments were
made in local resources and industrials, while offshore equity exposure was also propped up. Local sector exposure to industrials proved beneficial, with the FTSE/
JSE SA Industrials Index rising 8.98% in H1, while financials slid 1.67% as per the FTSE/JSE Financial 15 Index. Given the current economic environment, the fund has
been positioned to avoid any bet on a binary outcome, preferring to remain positioned to achieve the fund’s goals in a multitude of outcomes. The fund managers are
seeing buying opportunities in the market, while there are large sell-offs, and are seeing an increasing margin of safety and upside. The offshore investment holdings
are high-conviction counters like Cisco Systems Inc. and Brookfield Asset Management Inc., and offshore cash includes a 1.50% holding in gold. A notable contribution
to the fund’s performance over the period was Discovery Ltd. (+10.90%), while counters like Firstrand Ltd. (-12.40%) and Old Mutual Plc. (-5.80%) dragged on returns.
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TRU FFLE M ET FLEX IB LE
Fund manager

Consistency (No. of quarters)

Charles Booth, Iain Power and Jonathan du Toit

Benchmark

Risk Description

CPI+5%

Role of Benchmark

Agnostic

Inception Date

Return Focus

Absolute

Fund Size (Rm)

Philosophy

01 January 2011
R4 590
Annual management fee plus
performance fee

Total Investment Charge

6.90

Category

Medium-High

Fee Description (retail class)

Bottom-up, stock-picking, relative-valuation process

Glacier Risk Rating

7

2.04%

Regulation 28

SA Multi-Asset Flexible

No

Key Insights
The fund’s primary objective is to deliver absolute returns of CPI+5% over the longer term at the risk of shorter-term volatility. The way Truffle views risk is unique,
as they place a great deal of emphasis on quantifying the possible downside of any potential investment. Should the possible downside be acceptable and the
investment’s expected return is greater than CPI+5%, it will be considered as a possible candidate for inclusion in the portfolio. Asset allocation is primarily as a result
of the bottom-up valuation process. The fund is willing to invest in bonds and property, with the latter, however, needing to compete with equities to justify its inclusion
in the portfolio. The fund will make use of option strategies to hedge positions in the portfolio should the costs justify them. All investment team members invest
alongside their clients in the most expensive fee classes, and no personal trading accounts are allowed.

Fund Use
The fund is ideal for investors that target an absolute-return of at least CPI+5%. These investors typically are able to take on more risk, either to save for retirement or
as part of a diversified retirement portfolio to provide longer- term capital growth. Flexible funds are unique in that they offer an investor the opportunity to participate
in a rising market, but also the opportunity to revert to more conservative asset classes should the manager feel valuations are stretched. Consequently, the investor
does not need to share in the downside. The Truffle MET Flexible Fund is focused on delivering an asymmetrical return profile, with time being spent trying to quantify
the possible downside to any investment included in the portfolio. This is a good fund to use in combination with the PSG Flexible, or Bateleur Flexible Funds, which
traditionally have been managed with a cash/equity bias, as the Truffle Flexible Fund will include, more readily, other asset classes such as property and bonds. It will
also work well with a fund such as the Laurium Flexible Fund that is managed on a slightly more relative basis and historically has included a bigger exposure to risky
assets.

Qualitative Highlights
The named portfolio managers are Charles Booth, Iain Power and Jonathan du Toit. Booth has over 37 years’ experience and began his career on the Allan Gray
Investment Council in 1979. He then entered stock broking and spent the next 12 years as the head of research and a director at Simpson McKie Inc. (now HSBC)
and JD Anderson (now UBS). Booth joined RMB Asset Management in 1993 and left in 2008 as their CIO. He joined Truffle in 2009 to develop their traditional asset
management capability. Power has over 25 years’ investment experience, and began his career at RMB Asset Management in 1993. During this time Power managed
various mandates, including balanced mandates and segregated aggressive equity funds. He started the RMB Mid- & Small-Cap Fund which he ran for three years.
He was part of the asset allocation committee, head of industrials, and finally, head of equities. Du Toit is a qualified CA (SA) and CFA Charterholder. He completed
his articles at Deloitte and Touche from 2003 to 2006, and joined Allan Gray/Orbis at the end of 2006, where he was primarily responsible for global financial stocks.
Du Toit joined Truffle in August 2010. Nicole Agar, a senior investment professional with 19 years of experience, joined in 2015, while two additional members, Saul
Miller (19 years’ experience) and Sophie Marie van Garderen (25 years’ experience) also joined from Argon Asset Management during Q2 2016. The team now boasts
considerable skill and expertise, with a good mix between senior and junior team members. Truffle has a clearly-defined, fundamental, bottom-up value philosophy and
a well-defined, unique investment process that places emphasis on trying to quantify the downside of a potential investment.

Quantitative Highlights
The fund continues to deliver consistent first and second quartile performances over rolling three-year periods. On average, the fund has captured 83% of the upside
on the FTSE/JSE All Share, and approximately 33% of the downside. This confirms the team’s unique approach to risk management and quantifying the potential
downside of an individual investment. The fund’s volatility is relatively low when compared to its peers, while it has protected capital well since its inception, as
measured by its drawdowns. Based on rolling three-year returns, the fund has produced first and second quartile performance consistently.

Current Portfolio Positioning
In H1 2017, the fund rose by 4.47%, the best-performing fund when compared to its Shopping List peers. Even with this performance, it didn’t manage to outperform
its benchmark, CPI+5%, which delivered 5.50%. This return sees a shift from the experience of 2016, which saw the fund lose 4.14%. The fund’s asset allocation saw a
marginal shift from offshore to local investments. In particular, local fixed income and property exposure was increased, drawing from local cash and offshore equity.
On the local side, the fund is positioned to exploit opportunities which are out of favour, taking up positions in banking and insurance counters. Along with most asset
managers within South Africa, the fund has significant rand-hedge exposure, citing stronger international earnings growth and a weakening South African rand as a
catalyst for returns. The managers are also keeping a close eye on cheap cyclical and value counters which might avail themselves through improving global growth.
The managers have shied away from long-duration assets, taking a preference to short-duration corporate credit. This move ensures that the fund will maintain a high
yield without the heightened sensitivity to interest rate changes.
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GLOBAL - MULTI-ASSET - HIGH EQUITY
Category Analyst: Shawn Phillips
These portfolios invest in a spectrum of investments in the international equity, bond, money, or property markets. These portfolios tend to have
an increased probability of short-term volatility, aim to maximise long-term capital growth and can have a maximum effective equity exposure of
up to 75% and a maximum effective property exposure of up to 25% of the market value of the portfolio. The underlying risk and return
objectives of individual portfolios may vary as dictated by each portfolio’s mandate and stated investment objective and strategy. Most of the
funds in this newly created category were previously in the Foreign Asset Allocation Flexible category.
Shopping List selection: Investec Global Strategic Managed FF, Coronation Global Managed FF
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CO R O NATIO N GLO BAL M ANAGE D FEEDER
Fund manager

Consistency (No. of quarters)

Louis Stassen and Neil Padoa
60% MSCI All Country World Index and 40% Barclays
Global Bond Aggregate

Benchmark
Role of Benchmark
Return Focus
Philosophy

Risk Description

Agnostic

Inception Date

Absolute

Fund Size (Rm)

29 October 2009
R6 471
Annual management fee

Total Investment Charge

9.99

Category

Aggressive

Fee Description (retail class)

Bottom-up, valuation-driven

Glacier Risk Rating

8

2.09% (excl. VAT)

Regulation 28

Global Multi-Asset High-Equity

No

Key Insights
The fund is managed according to the Coronation DNA. This embraces a common-sense, valuation-driven process of identifying mispriced assets that are trading at
a discount to their long-term value. The fund is biased towards equities, and primarily invests in developed economies (including the US, Europe and Japan) although
the fund is mandated also to invest in emerging markets. The fund has a maximum limit of 75% to equity and 10% to property. The equity component of the Coronation
Global Managed Fund also reflects Louis Stassen’s best view in the Coronation Global Equity Select Fund. Equity counters included in this fund typically will be highquality global companies where a specific focus is placed on companies’ incentive scheme structures, management quality, MOAT and capital structure. In addition to
this, Stassen’s team of seven members express their high-conviction views by making use of derivatives and ETFs in the Coronation Global Managed Fund. Stassen’s
team also leverages off research conducted by Gavin Joubert’s Global Emerging Markets (GEM) team should they want to increase their exposure to emerging markets.
The fixed interest research is conducted by the fixed interest and property team, headed by Nishan Maharaj. Stassen’s team leverages off this research to implement
their view in the fixed interest component of the CGM. Furthermore, Stassen makes use of a merger arbitrage bucket, which essentially can be seen as an alternative
to cash where it does not exceed 10% of the portfolio. The merger arbitrage bucket, historically, has never been greater than 4.5% of the fund and has contributed
positively to performance in the past.

Fund Use
The fund provides exposure to managed growth-oriented offshore multi-assets. Unlike the Investec Global Strategic Managed Fund (its Shopping List peer), this fund
is a more traditional global balanced fund and is biased towards equity counters, with the remainder in cash. The fund is mandated to invest in bonds, cash, equity,
property and commodities. The intent is to keep the parent fund fully invested offshore at all times. The fund’s exposure will be in a variety of currencies, primarily the
US dollar, British pound, euro and yen. This fund is suitable for investors who are looking to add developed markets and emerging markets exposure with relatively
low volatility to their portfolios.

Qualitative Highlights
Coronation’s proprietary research is centralised, and the management of this fund leverages off a house-view and valuation-driven research process of picking stocks
from a bottom-up approach. The asset allocation is determined by Coronation’s long-term risk-adjusted returns proprietary model based on underlying fundamentals.
With the backing of Coronation’s senior management’s deliberation on asset allocation, Stassen is well-positioned to implement active asset allocation to express
his strong convictions in the multi-asset portfolio. Regional allocation is merely a result of Coronation’s fair-value rankings. Qualitative research follows after the
quantitative research, where some of the potential securities are flagged by the proprietary ranking table. The portfolio leverages off Gavin Joubert’s GEM team and
Nishan Maharaj’s team. Since the team is based in South Africa, they would lean towards industries with which they are comfortable. This fund is a more traditional
multi-asset fund with an inclination towards equities. However, it is worth mentioning that this fund has expanded its asset allocation offering to include gold as a
hedge against global uncertainty and merger arbitrage i.e. companies involved in corporate transactions where the deal may favour patient investors. They have also
increased their exposure to alternative asset managers.

Quantitative Highlights
The fund’s history has its roots in the period just after the 2008 global recession. Since inception, the Coronation Global Managed Fund has risen consistently by more
than the benchmark in periods where the benchmark rose (high up-capture ratio). However, it also fell by more than the benchmark in periods where the benchmark
fell (high down-capture ratio). Until recently, the fund consistently has outperformed peers and the benchmark over rolling three-year periods based on net returns and
the Sharpe ratio since inception. A similar trend was observed where the fund displayed relatively larger downside deviations over rolling three-year periods. This also
speaks to the equity-biased nature of the fund relative to the Shopping List peer. The fund’s drawdowns were much more pronounced between 2010 and 2011, 2015 and
in June 2016, where the fund experienced a drawdown of 12.10%. On a rolling three-year basis over the past 10 years (as at 30 June 2017), the fund has outperformed
the Global Multi-Asset High-Equity Category average 92.98% of the time.

Current Portfolio Positioning
The Coronation Global Managed Feeder Fund underperformed its composite benchmark and the category average for Q2 2017, returning 0.79% in ZAR (3.15% in USD)
while its benchmark returned 1.26% in ZAR (3.62% in USD). For the year ending 30 June 2017, the fund outperformed its composite benchmark and the category
average, returning 5.67% in ZAR (18.11% in USD) in comparison to its benchmarks return of -1.82% in ZAR (9.74% in USD). Over a more meaningful period of five years,
the fund has outperformed its benchmark, returning 18.35% in ZAR (7.71% in USD) while its benchmark returned 16.61% in ZAR (6.12% in USD). The overall asset allocation
detracted from performance over the quarter, as the fund was positioned too defensively in terms of equity exposure. However, good stock selection in terms of
property and credit selections, made up for this. The fund’s physical gold holding (used as a form of protection or diversification) of 1.9% detracted from performance.
Moreover, equity exposure (including the merger arbitrage allocation) has decreased by 1.90% over the quarter, from 59.80% to 57.90%. This remains positioned very
defensively relative to the composite benchmark equity weight of 60.00%. The regional equity exposure has changed over the quarter as well, with equity exposure to
North America decreasing slightly, from 45.07% to 43.97%, equity exposure to Europe decreasing from 9.38% to 8.28%, and equity exposure to Asia decreasing from
2.51% to 2.13%. Bond exposure has decreased marginally by 1.00%, from 9.50% to 8.50%, while cash has increased slightly from 19.70% to 21.80%. Property exposure
is marginally under the maximum fund limit of 10%, currently at 9.90%. Notable winners over the quarter, were L Brands, Yum China, American Airlines and PayPal
Holdings, while Liberty Global, Schaeffler, Urban Outfitters and Estacio detracted from performance. Furthermore, the fund introduced US Mall REIT’s for the first time
after they were sold off in response to poor retailing trading numbers. Overall credit exposure was reduced by allowing some positions to mature.
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I N V E ST E C G LO B AL STRATEGIC M ANAGED FEEDER
Fund manager

Phillip Saunders and Iain Cunningham
60% MSCI AC World NR, 40% Citigroup
World Government Bond Index

Benchmark
Role of Benchmark
Return Focus
Philosophy

Inception Date

Relative to AC MSCI World

Fund Size (Rm)

Glacier Risk Rating

9.99
Global Multi-Asset High-Equity

8

Risk Description

Agnostic

Fundamentals, valuation and market behaviour

Category

Consistency (No. of quarters)

Aggressive
01 September 2003
R2 762

Fee Description (retail class)

Annual management fee

Total Investment Charge

2.56% (excl. VAT)

Regulation 28

No

Key Insights
The investment approach, where investment ideas are generated across a wide range of traditional and non-traditional assets and strategies, is one of the key
differentiators. All opportunities are assessed on the team’s three Compelling Forces™, namely fundamentals, valuation and market price behaviour. Appropriate levels
of diversification are attained by categorising assets and strategies into growth, defensive or uncorrelated categories based on their expected behaviour. This is done
to ensure more robust portfolio construction. The sources of alpha are equity selection, bond selection, asset allocation, thematic positions, pair trades and currency
management. Philip Saunders, one of the co-managers, is also the head of Investec Asset Management’s global asset allocation committee. The asset allocation is
based on absolute and relative values. The benchmark is not considered for asset allocation but it is utilised to define the risk budget.

Fund Use
The Investec Global Strategic Managed Feeder Fund is not a typical global balanced fund and provides investors with access to broadly diversified global multi-assets.
These include both traditional and non-traditional (alternative) investments – private, unlisted equity, closed-ended funds and infrastructure. Both the asset allocation
and currency decisions allow the Global Multi-Asset team to express evolving strategic views, exploit tactical opportunities and protect against market events. This
fund also aims to provide equity-like returns with relatively lower volatility. The long-term strategic asset allocations are as follows: 30-75% in equity, 0-25% in cash
and 15-70% in bonds. The tracking error to the reference benchmark is expected to range between 3% and 8%. Meanwhile, the fund has an outperformance target of
2% over a rolling three-year period relative to its benchmark (gross of fees). Despite the three-year outperformance target, the portfolio managers encourage an even
longer investment horizon of more than five years. This portfolio reduces the volatility when blended with a more equity-biased global balanced portfolio.

Qualitative Highlights
The core global equity selection component is managed through Investec’s 4Factor global core equity strategy. Strategy, value, earnings and technical expertise
are the pillars. The 4Factor team overseeing this strategy looks for high-quality stocks with attractive valuation, displaying improved operating performance and
increasing investor attention. The Global Multi-Asset’s thematic selection is an expansion of the investment opportunity set. Positions can include bonds, equities and
alternative asset classes, which are held on a multi-year basis. The Global Multi-Asset team has an average of 34 investment professionals based in London and three
based in Cape Town. The specialist teams broadly can be classified as equities, fixed income and alternative investments teams. The team is divided further into seven
specialist research groups focusing on macro, equities, forex and rates, credit, commodities, property, infrastructure and private equity, and lastly, alternative risk
premia. Members of the respective specialist research groups are encouraged to attend other specialist group meetings. The Global Multi-Asset team is integrated
while the open-plan setting ensures that individuals can leverage off each other while being able to conduct research in a specialist and focused manner. Max King
retired from Investec Asset Management on 30 June 2017, thereby relinqishing his role as co-portfolio manager, and Iain Cunningham joined Saunders as co-portfolio
manager from September 2016. Cunningham joined from Schroders where he was responsible for the management of a number of multi-asset funds and mandates
focused on dynamic asset allocation and income. Furthermore, the managers are highly experienced investment professionals, and Saunders has been managing this
fund since 2004.

Quantitative Highlights
Since 2010, the Investec Global Strategic Fund has captured less of the upside (low up-capture ratio) where the benchmark performance rose, but more of the
downside during periods where the benchmark fell (high down-capture ratio). The volatility of the fund, on a rolling three-year basis, is in line with the category
average, ranging between 9% and 12.5%. Moreover, the fund experienced major drawdowns in the second half of 2008, between 2012-2014, and in June 2016 with a
drawdown of 11.49%. On a rolling three-year basis over the past ten years (as at 30 June 2017), the fund has outperformed the Global Multi-Assest High-Equity Category
on average 63.53% of the time.

Current Portfolio Positioning
The Investec Global Strategic Managed Feeder Fund outperformed its composite benchmark and the Global Multi-Asset High-Equity Category average over Q2 2017,
returning 2.21% in ZAR (+4.60% in USD), while its benchmark returned 1.37% in ZAR (+3.74% in USD). For the year ending 30 June 2017, the fund outperformed its
composite benchmark, but underperformed the category average, returning 1.60% in ZAR (13.56% in USD) in comparison to its benchmarks return of -2.47% in ZAR
(9.02% in USD). Over a more meaningful period of five years, the fund has outperformed its benchmark, returning 17.48% in ZAR (6.91% in USD) while its benchmark
returned 16.84% in ZAR (6.33% in USD). Over the quarter, currency was the largest contributor to relative performance, with the fund’s underweight position in the
US dollar contributing positively to performance. In terms of thematic equity, the best-performing themes were emerging markets, North America and property,
while Europe, technology and resources detracted from performance. Furthermore, the fund’s emerging market debt and high-yield credit contributed positively to
performance, while their investment grade bond allocation detracted from performance. Going forward, the fund prefers cyclical areas of the market, with exposure
being reduced on a regional basis to both Europe and Japan. Some of the equity exposure has been hedged to the US dollar, thereby adopting a cautious stance
as central banks turn their attention to financial stability risks. In terms of currency, exposure to the US dollar was increased through June, funded by the proceeds
from exiting positions in emerging markets and European currencies. Finally, equity exposure at the end of June 2017, is at 52%; the fund’s duration is 3.8 years, with
a preference for US treasuries. The fund is biased towards the US dollar (47.4%), followed by allocations to the euro (22.7%), Japanese yen (13.6%) and the pound
sterling (7.6%).
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GLOBAL-MULTI-ASSET-FLEXIBLE
Category Analyst: Luke McMahon
These portfolios invest in a flexible combination of investments in international equity, bond, money, or property markets. The portfolios
have complete or stipulated limited flexibility in their asset allocation both between and within asset classes, countries and regions. These
portfolios are often aggressively managed with assets being shifted between the various markets and asset classes to reflect changing
economic and market conditions to maximise total returns over the long term.
Shopping list selection: Nedgroup Investments Global Flexible Feeder Fund

Quartile Ranking

Risk-Reward: 5 Years Annualised
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NED GRO U P INVE STM EN TS
GLO BAL FLEX IB LE
Fund manager

First Pacific Advisors LLP
60% MSCI World; 30% JPM
Global Bond; 10% USD Libor

Benchmark

Consistency (No. of quarters)
Risk Description

Role of Benchmark

Agnostic

Inception Date

Return Focus

Absolute

Fund Size (Rm)

Philosophy

Bottom-up, value-contrarian

Glacier Risk Rating

9.95

Category

Global Multi-Asset Flexible

1
Moderate Aggressive
01 November 2008
R4 915
Annual management fee of feeder is 0%;
fee charged in the offshore fund

Fee Description (retail class)
Total Investment Charge

1.57%

Regulation 28

No

Key Insights
This is a very concentrated portfolio that typically will hold between 35 and 50 stocks. The managers follow a strong value-contrarian approach, with an absolute-return
mindset – absolute, and not relative valuations are considered. This fund is managed fundamentally bottom-up and no macro views are incorporated in the fund. The
asset class exposure of this fund can also have a large allocation to cash (tactical holding ranging between 5% and 60%) if the portfolio managers can’t find enough
attractive investment opportunities. This also speaks to their absolute-return focus. They will not be invested fully just because the mandate allows them to be invested
fully in equity. They follow a very structured investment process that screens out stocks with a market cap less than $1bn. This allows the fund managers to identify
opportunities in the small-cap space. Global equity mandates are one of the key strategies that the company focuses on and comprises the majority of FPA’s assets
under management. Managers’ interests are aligned in that they invest in their own funds alongside clients’.

Fund Use
The Nedgroup Global Flexible Fund is suitable for multi-asset portfolios if an investor is looking for more of a concentrated, absolute return-focused, global, multi-asset
fund. The fund primarily invests in developed market equity (the majority being allocated to the US), with little emerging market exposure. It also predominantly will
utilise US treasury bills and developed market government bonds for fixed income, if valuations are attractive. Therefore, the fund can be used in numerous risk-profiled
portfolios seeking global developed market exposure. The fund is bottom-up, valuation-driven and offers good diversification to other global funds that adopt a topdown macro approach, such as the Foord Flexible Fund of Fund, and funds that are growth-oriented such as the Coronation Global Managed Fund. The Nedgroup
Global Flexible Fund also can be used in a more aggressive offshore portfolio, and will blend well with pure global equity funds such as the Old Mutual Global Equity
Fund, which is a quantitatively managed fund.

Qualitative Highlights
FPA has been appointed as fund manager of the Nedgroup Investments Global Flexible Fund since 17 June 2013. The FPA Crescent Fund, which serves as a model
portfolio for the Nedgroup Investments Global Flexible Fund, has a track record of more than two decades with its inception in 1993. The Nedgroup Investments
Global Flexible Fund has a 95% overlap with the FPA Crescent Fund. FPA is based in Los Angeles, United States. It was founded in 1954 and is independently owned.
The staff complement is 77 including 28 investment professionals. The asset manager operates three core strategies with a total assets under management of $30bn.
Steven Romick is the founder of the FPA contrarian value strategy and works with Brian Selmo and Mark Landecker daily to monitor and construct the strategy’s
portfolios, including the Nedgroup Global Flexible Fund. In 2008 and 2009, Brian Selmo and Mark Landecker joined FPA and served as research analysts with Romick
for this strategy. In 2013 both Selmo and Landecker were named portfolio managers of the contrarian value strategy. Since then, all three play an active role in portfolio
construction and management and two of the three are needed for any relevant investment decision. Brian Selmo is director of research and oversees the allocation of
resources across the contrarian value team. The objective of the fund is to provide an equity-like return over the long term with less risk than the stock market, while
avoiding permanent impairment of capital. Underpinning the team’s investment philosophy, is the belief that they can earn equity rates of return with less risk than
the equity market over complete market cycles, by identifying absolute value opportunities across the capital structure. The fund has strong qualitative attributes.
It has a stable and experienced team with a long track record, and a demonstrated ability to invest across the capital structure. The investment team also has a core
skill in managing global flexible mandates. The investment process is rigorous and thorough and involves extensive fundamental analysis. The entire process also is
augmented by regular travel when required, but it is not a prerequisite before making an investment. The team regularly meets with company management teams when
they pass through Los Angeles to meet with the investor community.

Quantitative Highlights
Over the last five years, on a rolling three-year basis, the fund struggles to beat its benchmark. However, it does show signs of outperformance when markets are falling
generally. This can be attributed to the fund’s preference for holding large allocations in cash, as opposed to bonds, over time. The rolling three-year risk-adjusted
return of the fund is also mostly lower than its benchmark even though the fund has a lower standard deviation than its benchmark.

Current Portfolio Positioning
In terms of positioning, the fund’s broad asset allocation is 42% to cash, 55% to equity and 3% to corporate debt (lightened from 5% last quarter). FPA has been
commenting for the last couple of years that investors shouldn’t mistake their lack of portfolio activity for inactivity on their part. Year-to-date the underlying fund is up
5.5% in USD, while the MSCI World is up 10.7%. A consequence of FPA’s philosophy is that they will tend to lag the overall market in momentum-driven rallies. Over the
quarter, the fund returned 2.0%, which is lower in comparison to the 3.1% return of the S&P 500 and the 4.1% return of the MSCI World Index. From a sector perspective,
their biggest exposures remain to financials (21%) and technology stocks (16%). While many of the financials stocks would have originated in the portfolio in the “3:1’s”
category when they were first bought, many of these positions have appreciated significantly since then. While they may no longer fit the profile of a “3:1” opportunity,
FPA remains net positive on the positions they hold within this sector. They continue to research and look for ideas to deploy cash, but they haven’t been able to find
many of these where their valuations are compelling or offering an attractive risk/reward profile. In times like these, they are willing to be patient and only deploy
investors’ capital when they are being sufficiently rewarded to do so. This is consistent with the process and philosophy they have implemented successfully over
time. On a stock level, the stock which contributed the most to performance was Oracle (+0.5%), followed by Citigroup, Aon and United Technologies all contributing
0.3% respectively. In terms of detractors, the fund’s exposure to Arconic was 1.9% as at end June 2017, which was linked to the devastating fires at Grenfell Towers in
London during June. Arconic was a detractor during the quarter (-0.3%), as the share price declined following reports that Arconic had been a supplier of flammable
cladding material to Grenfell Towers. FPA has been engaging with the board at Arconic for some time, and view this as a lower quality holding in the portfolio, given
their concerns around governance.
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WORLDWIDE - MULTI-ASSET - FLEXIBLE
Category Analyst: Francis Marais
These portfolios invest in a flexible combination of investments in the equity, bond, money, or property markets. The portfolios have
complete or stipulated limited flexibility in their asset allocation both between and within asset classes, countries and regions. No
minimum or maximum holding applies to South African or offshore investment. These portfolios often are managed aggressively with
assets being shifted between the various markets and asset classes to reflect changing economic and market conditions to maximise
total returns over the long term.
Shopping list selection: Foord Flexible FoF

Quartile Ranking

Risk-Reward: 5-Year Annualised

As of Date: 30/06/2017
Top Quartile

Time Period: 01/07/2012 to 30/06/2017

2nd Quartile

3rd Quartile

Bottom Quartile

28.0
24.0

20.0

20.0

15.0

16.0

10.0

12.0

5.0

8.0

0.0

4.0

Return

Return

25.0

-5.0
-10.0

YTD

1 year

2 Years 3 Years 5 Years 7 Years

0.0
0.0

3.0

6.0

9.0

12.0

15.0

18.0

21.0

Std Dev
Foord Flexible FoF R

Foord Flexible FoF R

(ASISA) Wwide MA Flexible

(ASISA) Wwide MA Flexible

Maximum Drawdown: Monthly

Returns

Time Period: 01/07/2012 to 30/06/2017

As of Date: 30/06/2017

Source Data: Total Return
YTD 1 year 2 Years 3 years 5 years 7 Years

0.0

Foord Flexible FoF R

-2.0

4.39

2.92

6.24

8.03

15.30

16.63

(ASISA) Wwide MA Flexible 3.10

1.46

5.12

7.16

13.79

13.02

-4.0
Risk Statistics

-6.0

Time Period: 01/07/2012 to 30/06/2017

-8.0
Std Dev

-10.0

2013

2015

Foord Flexible FoF R

2017

(ASISA) Wwide MA Flexible

Max
Up
Down
Sharpe
Drawdown Period Period
Ratio
(monthly) Percent Percent

Foord Flexible FoF R

9.72

-7.98

70.00

30.00

0.93

(ASISA) Wwide MA Flexible

9.01

-8.15

68.33

31.67

0.83

Rolling 3-Year Returns
Time Period: 01/07/2012 to 30/06/2017
Rolling Window: 3 Years 1 Month shift
25.0
20.0
15.0

Return

10.0
5.0
07

08

09

10

11

12

01

02

03

04

05

06

07

08

09

2016
Foord Flexible FoF R

10

11

12

01

02

03

04

05

06

2017
(ASISA) Wwide MA Flexible

T H E S H O P P I N G L I S T BY G L AC I E R R E S E A R C H - Q 2 - AU G U S T 2 0 1 7

45

FO O RD FLE X IBLE FU ND O F FU N DS
Fund manager

Dave Foord

Benchmark

CPI+5%

Consistency (No. of quarters)

13

Risk Description

Aggressive

Role of Benchmark

Agnostic

Inception Date

01 April 2008

Return Focus

Absolute

Fund Size (Rm)

R11 100

Philosophy

Top-down, bottom-up, valuation-driven approach

Glacier Risk Rating

8.28

Category

Worldwide Multi-Asset Flexible

Annual management fee
+ perf fee (uncapped)

Fee Description (retail class)
Total Investment Charge

1.40%

Regulation 28

No

Key Insights
The portfolio is an unconstrained fund. It reflects Foord Asset Management’s best investment views over all asset classes, domestic and foreign, and across all regions.
Three Foord funds make up the Flexible Fund of Funds. The Foord International Fund and Foord Global Equity Fund deliver the offshore exposure while the Foord
Absolute Return Fund is a local institutional fund that is only utilised to balance the overall portfolio of the Flexible Fund of Funds. The Foord International Feeder
Fund has been closed to new investments since 1 February 2016. The fund’s strategic effective asset allocation, as determined by the CIO and the investment team,
has been changed with commodities up 2% to 3%. SA is property up 1% to 2%, and SA bonds are down to 0% from 1%. Money market allocation dropped from 14% to
10%, while SA equities and foreign assets remain at 20% and 65% respectively. The team aims to keep costs low, avoiding excess turnover, but works on an uncapped
performance fee basis.

Fund Use
The worldwide, unconstrained nature of the fund means that it is highly volatile at times due to its ability to invest 100% in any single asset class. The Flexible Funds of
Fund would be ideal for discretionary investors who do not need to comply with the Regulation 28 limits. The fund can be considered to be more conservative relative
to peers, as it tends to hold a larger amount of cash on hand for optionality in the markets.

Qualitative Highlights
Foord’s asset allocation style is “top-down” and “bottom-up” portfolio construction, with a “growth at reasonable prices” approach. Dave Foord’s style of managing
money – looking for earnings visibility and growth – is key to the success of the asset management house. There are currently two investment teams in Foord Asset
Management. The local team has 13 professionals, of which four also conduct international research. There are nine members in the offshore team in Singapore, which
is home to the second biggest mutual fund industry in the world. The house has an extremely strong research team, with analysts from all over the world.

Quantitative Highlights
The fund has an absolute focus and has proven itself to be one of the best-performing funds in the Worldwide Multi-Asset Flexible category whilst being able to protect
capital extremely well over longer periods. The fund has a more stable rolling-return profile than most of its peers, being positioned more defensively due to higher
cash positions. This means that when markets run, the fund’s performance should lag its peers slightly. When markets decline it should be able to protect capital well. It
has delivered better risk-adjusted returns than most peers over most periods and has also displayed better drawdowns than many of its peers over these periods. The
fund consistently has remained within the first and second quartile of performance. It mostly has outperformed its absolute return benchmark over a rolling three-year
period, whilst being able to remain far less volatile than its peers. Over the shorter term, up to one year, this fund struggles to outperform its benchmark. As we look
over longer periods, the fund’s outperformance of the benchmark and peer group average becomes larger and larger.

Current Portfolio Positioning
The fund returned 1.81% for Q2 2017, falling short of its absolute-return benchmark, which returned 2.18% for the quarter. However, the fund outperformed its category
average, which returned +1.71%, by 10 basis points. In Q1 2017, foreign equity was increased significantly by deploying some SA cash. Over this period, SA equities also
were trimmed marginally. In Q2 2017, foreign equity was decreased in relation to the previous quarter. SA cash was trimmed also to add to SA bonds and foreign cash.
Offshore allocation remained the largest holding at 66.8%, which is slightly off from 67.4% in the previous quarter. However, it still remains on the upwards trajectory
compared to local equities which have been declining over the past four quarters. Total offshore assets have been comfortably above the 65% target for the past two
quarters since Q1 2017, when foreign assets were at 68%. SA equity has been on a downward trajectory, since Q3 2016, when it was at 21.60% and now it is at 14.30%.
This is way below the 25% target, making a clear indication that Foord is seeing more value offshore compared to locally. SA cash has been reduced over the past two
quarters to 10.6%, aligned with the target of 10%. SA government bonds have been increased from 0.9% for 4% on the back of government bonds’ yield pickup while
the All Bond Index gave up 0.9% for the month of June. SA listed property and commodities positions remained unchanged from the previous quarter. The portfolio
retains its relatively conservative positioning on the back of simmering geopolitical tensions, a weak domestic economic outlook, and continued political uncertainty.
They believe that current valuations do not provide sufficient compensation for the countless risks in the outlook. However, global equities remained the preferred asset
class, while higher cash holdings afforded the manager higher liquidity for more optionality. The manager has been increasing foreign cash holdings while trimming
local cash. Total cash has decreased from 27.80% in Q4 2016 to 23.10% in Q2 2017. Allocation to equities has picked up from Q4 2016 from 66.3% to 66.70% currently.
However, it was as high as 69.40% in Q1 2017.
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FUNDS SUITED FOR SPECIALIST ASSET
CLASS BUILDING-BLOCK PORTFOLIO
CONSTRUCTION
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SA - INTEREST-BEARI NG
- MONEY MARKET
Category Analyst: Imraan Khan
These portfolios seek to maximise interest income, preserve the portfolio’s capital and provide immediate liquidity. This is achieved by
investing in money market instruments with a maturity of less than 13 months while the average maturity of the underlying assets may not
exceed 120 days. The portfolios are typically characterised as short-term, highly liquid vehicles.
Shopping List selection: Glacier Money Market Fund and Nedgroup Investments Money Market Fund

Quartile Ranking

Risk-Reward: 1 Year

As of Date: 30/06/2017
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Investment Growth

Risk Statistics

Time Period: 01/07/2012 to 30/06/2017

Time Period: 01/07/2016 to 30/06/2017

145.0
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0.07
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Returns

122.5

As of Date: 30/06/2017

115.0

Source Data: Total Return
YTD 1 year 3 years 5 years 10 years

107.5
100.0

2013

Glacier Money Market B

2015

Nedgroup Inv Money Market C

2017

Glacier Money Market B

3.86
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Rolling 1 Year Returns
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GLACIE R M O NE Y M ARKET
Fund manager

Donovan van der Heever and Johan Verwey

Benchmark

Stefi Composite

Consistency (No. of quarters)

32

Risk Description

Conservative

Role of Benchmark

Agnostic

Inception Date

08 May 2001

Return Focus

Absolute

Fund Size (Rm)

R3 456

Philosophy

Bottom-up, pragmatic-value approach

Glacier Risk Rating

0.06

Category

South Africa - Interest-Bearing - Money Market

Fee Description (retail class)

Annual management fee

Total Investment Charge

0.46%

Regulation 28

Yes

Key Insights
The fund is a money market investment with competitive yields, with a large focus on capital security. The fund seeks to maximise interest income while preserving
capital and providing immediate liquidity through investment in high-quality money market instruments. The fund will include investment grade (BBB- or better)
instruments only and will not include subordinated debt. The fund is managed by an experienced Sanlam Investments (SI) fixed-income team. It boasts a new head of
fixed interest, Mokgatla Madisha. He joined Sanlam Investments from Argon Asset Management, with 16 years’ industry experience. Furthermore, the team continues
to leverage off one of the most extensive and disciplined fixed-interest and credit processes in the industry. The team believes that the direction of interest rates,
expressed in the form of modified duration and convexity is the single largest determinant of outperformance. Thus, the emphasis placed on the direction of interest
rates, embodied by modified duration and convexity, is their primary driving force in the construction of their portfolios. They take a longer term fundamental view
on the market and express this view by duration management and yield curve positioning. In terms of importance the factors are ranked according to three variables
namely: duration management; credit quality management; and yield curve positioning.

Fund Use
The Glacier Money Market Fund is a low-risk and conservative fund and can be used in a building-block portfolio to reduce volatility. This fund is aimed at investors
with a short-term investment horizon looking to park their cash in order to meet short-term cash flow requirements. The Glacier Money Market Fund is a well-managed
fund that will offer capital protection, high levels of liquidity and protection against volatility. The fund aims to provide returns above cash. The fund achieves capital
preservation through diversification across a variety of high- yielding assets. The fund can be used in most risk-profiled portfolios.

Qualitative Highlights
Since inception, the fund has been managed by the Sanlam Investments (SI) fixed-interest team. The team places tremendous emphasis on risk management as SI
follows a pragmatic value-investment approach. This approach allows the managers to make rational decisions based on in-depth research. Hence, emotional bias
is removed. The team believes that investment returns are non-linear and investment recommendations are independent of time. They place emphasis on fact and
not on forecast. The team values bonds with respect to realistic expectations. The investment philosophy is contrarian by nature, and follows an approach where
bonds are bought below intrinsic value and sold above intrinsic value. The factors of the philosophy are based on exploiting fear and greed, mean reversion and time
horizon. The team utilises a four-step, fixed-interest investment process and the four-step credit process. The fixed-interest investment process involves screening,
fundamental analysis, portfolio construction and risk monitoring. Within the initial screening step, the investable universe is screened with both listed and unlisted
normal bonds, ILBs and fixed-interest derivatives. They examine the classification of fixed-interest assets according to the ratings class, industry group and maturity
band. This provides a decision support system for all factors in the screening process. The second step, which is the fundamental analysis, involves analysing yield curve
valuation (level and curvature). The credit spreads are evaluated relative to the historical norm. The credit investment process follows. In the third step of the fixedinterest investment process, the portfolio construction occurs, in which the position sizes are based on valuation relative to appropriate long-run yield. Credit limits are
determined by rating and/or mandate. The last step involves risk monitoring which is conducted by the fixed-interest team. The positions are presented and debated
monthly by a peer group. The monitoring is done by SI Compliance. The rigorous and experienced credit committee is a key advantage of the fund.

Quantitative Highlights
The fund has a conservative mandate and the key objective of the fund is to preserve capital. This has been evident from the fund’s consistent performance in line with
the benchmark, with relatively lower risk. The standard deviation of this fund was consistently below that of the benchmark based on rolling standard deviations over
the long term. The Glacier Money Market Fund has consistently delivered returns that have been in line with the benchmark. However, the fund slightly underperformed
its peers during 2009 and 2011.

Current Portfolio Positioning
The fund performed relatively well returning 1.91%. It outperformed the STeFi Composite benchmark which gained 1.85% over the quarter. Despite this strong
performance, the quarter was dominated by a number of political and economic events which made it difficult to gauge the movement of the yield curve, both on the
longer and shorter end. The weighted average duration of the fund has decreased significantly from 68.26 days in Q1 to 63.66 days in Q2. This occurred by aggressively
increasing exposure of call maturities by 5.35% from 0.33% to 5.68% and decreasing exposure to the mid-range of the money market curve (three- to six-month NCD’s)
by 3.87% to 8.39%. Exposure to six- to nine-month NCD’s was trimmed also by 1.63% from 4.04% to 2.41%. In terms of credit-risk, the portfolio’s exposure to banks
was increased by 8.15% from 54.93% to 63.09%, with 16.52% in ABSA representing the largest counterparty exposure. Corporate credit was decreased (-5.01%) in the
portfolio. However, it still remains a significant part of the portfolio’s holdings at 26.35%. According to the portfolio managers, the combination of corporate credit,
negotiable certificates of deposit and floating rate notes should enhance the fund’s returns. The portfolio manager also decreased the fund’s exposure to government
instruments (including conduits) by 2.09% from 10.29% to 8.20%. Exposure to parastatal credit was decreased by 0.52% from 2.90% to 2.38%. During the quarter, the
portfolio manager increased exposure to floating rate notes by 1.99% from 41.83% to 43.82%. The fund’s fixed-rate exposure was decreased from 57.66% to 56.20%.
The fund is invested in all maturities across the money market yield curve. The managers prefer a combination of floating rate notes in the fund, along with fixed-rate,
negotiable certificates of deposits, holding very little cash on call.

Long Term Asset Allocation
100.00%
90.00%
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80.00%
70.00%

Call Deposits

60.00%

Fixed deposit NCDs
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30.00%

Money Market Gilts
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Interest Bearing Investments

10.00%
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N E D G R O U P INVESTM E NT M O NE Y M ARKET
Fund manager

Taquanta Asset Managers

Benchmark

SteFi Call Deposit

Consistency (No. of quarters)

13

Risk Description

Conservative

Role of Benchmark

Agnostic

Inception Date

01 August 2008

Return Focus

Absolute

Fund Size (Rm)

R12 108

Philosophy

Top-down, bottom-up, contrarian value

Glacier Risk Rating

0.06

Category

South Africa - Interest-Bearing - Money Market

Fee Description (retail class)

Annual management fee

Total Investment Charge

0.58%

Regulation 28

Yes

Key Insights
The Nedgroup Money Market Fund is part of Nedgroup’s best-of-breed strategic offerings. The fund is managed by Taquanta Asset Managers. It has been managed
by Taquanta since inception and according to a team-based approach. The team consists of eight senior managers with two trainee portfolio managers. The team’s
investment philosophy is to extract the liquidity risk premium embedded in money market assets via the structuring and purchasing of unique assets that will create
outperformance against benchmarks over the life of the fund. Their investment strategy and process for shorter-dated, fixed-income money market funds are to
protect these strategies as much as possible against adverse interest rate movements by investing in floating-rate instruments or converting fixed rates to floating for
all assets with maturities longer than 18 months. They concentrate their efforts on managing the liquidity and spread risk in money market assets, thereby providing
consistent returns above the chosen benchmark, through all interest rate cycles. The team has been instrumental in the development of step-up notes which makes up
about 32.10% of the long-term asset allocation of the fund. The fund’s rating, according to Global Ratings, is AA+. The Nedgroup Money Market and Core Income Fund
are managed very similarly, with the Money Market differing in terms of having a shorter duration and more liquidity with constant NAV pricing. It has an average term
to maturity of 120 days, and a term to final maturity on any instrument of 13 months.

Fund Use
The Nedgroup Investment Money Market Fund is a low-risk fund that can be used in all risk-profiled portfolios. This type of fund should specifically be used in a
building-block portfolio to reduce volatility. It is aimed at investors with a short-term investment horizon who are looking to park their cash in order to meet short-term
cash-flow requirements. The Nedgroup Money Market will offer investors capital protection, high levels of liquidity and protection against volatility.

Qualitative Highlights
The Taquanta team has a fervent history for managing fixed income. This team is seen as specialists in managing cash mandates on the institutional side. Loss of capital
due to liquidity is seen as the key indicator of risk in the fund and the managers aim to maintain a close relationship with large clients in order to manage liquidity
optimally. Senior members of the investment team are ex-Treasury professionals and they leverage off this skills set and experience extensively in negotiating the
structuring of instruments. The team prides itself in using a risk continuum of enhanced cash management. They consider liquidity risk, credit risk, interest rate and
price risk when managing the client’s portfolio, as the number one rule is capital preservation.

Quantitative Highlights
The aim of this fund is to maximise interest income while protecting the initial capital and providing immediate liquidity to investors by investing in short-term money
market instruments. Since inception, the fund has outperformed its benchmark over a rolling 12-month period. Over the last quarter the fund has outperformed the
category average, and over one year the fund has outperformed the category average and thus delivered first quartile performance over both periods.

Current Portfolio Positioning
The Nedgroup Investment Money Market Fund is invested appropriately for a flat-to-rising interest-rate cycle. Over the quarter, local money market exposure was
decreased by 5.46% from 90.85% to 85.39%, and the fund’s cash exposure was increased by 1.27% to 6.98%. Exposure to local bonds has remained at 0% since Q3
2016. The fund continues to be exposed largely to banks with a slight decrease of 1.82%, from 96.23% to 94.41% in Q2. Exposure to parastatals was increased by 1.96%,
from 0% in the previous quarter to 1.96%. Government credit exposure (including conduits) was decreased from 0.95% to 0%. Corporate debt exposure was increased
by 0.82% from 2.82% in the previous quarter to 3.64% in Q2. The fund’s weighted average days to maturity were decreased marginally in Q2 to 123.85 days from 125.12
days in the previous quarter. This shows the portfolio manager’s foresight to reduce duration risk amid heightened economic risks to local corporate and government
credit. The fund’s modified duration was decreased by 12.75 days from 74.54 days in the previous quarter to 61.80 days. With regard to the top ten holdings of the fund,
the major movers have been Nedbank (+37.53%) and Standard Bank (17.90%).

Long Term Asset Allocation
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SA - INTEREST-BEARING - SHORT-TERM
Category Analyst: Shawn Phillips
These portfolios invest in bonds, fixed deposits and other interest-earning securities which have a fixed maturity date and either have
a predetermined cash flow profile or are linked to benchmark yields, but exclude any equity securities, real estate securities or
cumulative preference shares. To provide relative capital stability, the weighted average modified duration of the underlying assets is
limited to a maximum of two years. These portfolios are less volatile and are characterised by a regular and high level of income.
Shopping List selection: SIM Enhanced Yield Fund, Stanlib Income Fund, Nedgroup Investments Core Income Fund

Quartile Ranking

Risk-Reward: 1 Year Annualised

As of Date: 30/06/2017
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N E D GRO U P INVESTM E NT CO RE INCOME
Fund manager

Taquanta Asset Managers

Benchmark

STeFi Composite Index

Consistency (No. of quarters)

14

Risk Description

Conservative

Role of Benchmark

Agnostic

Inception Date

01 July 2005

Return Focus

Absolute

Fund Size (Rm)

R29 273

Philosophy

Top-down, bottom-up, contrarian value

Glacier Risk Rating

0.35

Category

South Africa - Interest-Bearing - Short-Term

Fee Description (retail class)

Annual management fee

Total Investment Charge

0.59%

Regulation 28

Yes

Key Insights
The Nedgroup Investment Core Income Fund is a conservatively-managed fund in the SA Short-Term Interest-Bearing category which is evident from the shorter
duration over time. The fund’s primary concern is liquidity, capital preservation and duration, therefore slightly riskier instruments may be included in the fund if
they are priced correctly and if they comply with the fund’s liquidity and duration requirements. Moreover, instruments are included in the fund with the intention of
holding it to maturity. The fund is managed on a team-based approach and mainly will hold longer-dated, floating-rate notes, especially if longer-dated instruments are
included in the portfolio. These notes also must be tradeable or negotiable. This reduces the level of interest rate and credit risk. Liquidity is seen as the key indicator
of risk and the manager’s aim is to maintain a close relationship with large clients in order to manage liquidity optimally. Furthermore, the income fund is managed in
the same manner as the Nedgroup Investments Money Market Fund with the exception of taking on a bit more duration risk.

Fund Use
This fund has an enhanced cash mandate and is relatively conservative (cash-type) in the short-term, interest-bearing category. However, this mandate is more flexible
and the average portfolio duration will be longer than that of a traditional money market fund. The fund aims to produce returns in excess of those offered by money
market funds while capital preservation and liquidity are the overriding principles. Like a money market fund, this fund can also be used to park funds when risky assets
are less favourable. The fund can be used as a fixed-income, shorter-duration component in a building-block approach to constructing a multi-asset portfolio. Moreover,
the fund offers relatively more capital protection, especially in a rising interest rate environment as the funds in this category are allowed a maximum modified duration
of up to two years. Investors can also utilise this fund to draw income within a diversified portfolio. Furthermore, this fund is more conservative in comparison to its
Shopping List peers.

Qualitative Highlights
The team has a strong history of managing cash mandates in the institutional space. The senior members are former Treasury professionals and also leverage off
relationships built with debt issuers and SA bank treasuries to source and negotiate the structure of instruments. Compliance is performed both internally and
externally. Fitch ratings are accorded on the basis of liquidity strategy and credit risk management. Consequently, the fund’s investible universe comprises of rated
liquid instruments with a minimum credit rating of A-. The credit team is experienced and the executive management team is also part of the credit committee. This
team has a consensus-based approach. The credit investment philosophy is centred on mitigating default and liquidity risks continuously, through fundamental
research, diversification within each debt instrument, portfolio risk management and monitoring, as well as ongoing engagement with management.

Quantitative Highlights
This fund consistently has outperformed its benchmark over the long-term, based on one-year rolling returns since 2008. As expected, the fund’s performance over
the long-term relative to peers is lower given the fund’s relatively conservative nature in its category (cash-type with short durations). The rolling standard deviation
has remained consistently below that of peers and above that of the benchmark. The standard deviations shot up in 2014, when there was a write-down of African
Bank, but still remained between peers and the benchmark. Moreover, the ABIL exposure was roughly 5% of the portfolio at the time of the write-down, and investors
should experience a pick-up in yield once the side-pocket is paid out. Since inception, the fund only experienced relatively significant drawdowns in 2014. On a rolling
three-month basis over the past ten years (as at 30 June 2017), the fund has outperformed SteFI 96.34% of the time.

Current Portfolio Positioning
The fund outperformed its benchmark, but underperformed the SA Interest-Bearing category average in Q2 2017 and over the year ending 30 June 2017, delivering
returns of 2.00% and 8.27% respectively. The benchmark returned 1.85% for Q2 and 7.63% for the year ending 30 June 2017. The fund has been a consistent performer
since inception in terms of outperforming cash, and it is important for investors to realise that this fund is an enhanced cash-type fund, which means it will typically
deliver returns in excess of cash. As a result, this fund displays the lowest volatility (as measured by standard deviation) in comparison to its Shopping List peers, with
an annual standard deviation of 0.11%. As at the end of June 2017, the fund’s assets under management increased substantially by 37.53% over the preceding six months,
from R21 285 million to R29 273 million. This makes sense as investors have fled risky assets (equities) and switched to cash over that period. Local money market
instruments account for 86.25% of the portfolio, up from 78.62% in the previous quarter, and local bonds account for 13.44% of the portfolio, down from 14.56%. Local
cash accounts for 0.30%. The maturity spread profile can be described as follows: exposure to instruments with durations less than 13 months (22.85%), and exposure
to instruments with durations greater than 13 months (77.15%). Furthermore, the fund’s exposure to negotiable certificates of deposit, deposits and floating-rate notes
accounts for 87.76% of the portfolio. The fund continues to be highly concentrated with instruments from the top four banks, where exposure has increased by 7.09%
over the quarter from 84.31% to 91.39%.

Long Term Asset Allocation
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S IM E NH ANCED YIELD
Fund manager

Melville du Plessis

Benchmark

STeFi Composite Index+0.5%

Role of Benchmark
Return Focus
Philosophy

01

Risk Description

Conservative

Agnostic

Inception Date

03 May 2011

Relative

Fund Size (Rm)

R4 093

Pragmatic value

Glacier Risk Rating

0.69

Category

Consistency (No. of quarters)

South Africa - Interest-Bearing - Short-Term

Fee Description (retail class)

Annual management fee

Total Investment Charge

0.51%

Regulation 28

Yes

Key Insights
The SIM Enhanced Yield Fund is managed by Melville du Plessis, who follows a team-based approach with respect to the instruments and issuers that make up
the fund’s investment universe. His main focus is macroeconomic and interest rate research, which will guide his fund’s duration view. There is key man risk as du
Plessis is the sole portfolio manager on this fund. The fund’s duration historically has been between 0.5 and 1.5 years. Moreover, the fund has a performance target of
outperforming its benchmark by 100 to 150 basis points. The portfolio manager’s attention to detail is a value-add in terms of managing cash flows, which was pertinent
in June 2016 when the fund received a big outflow. This outflow was funded by using Sanlam’s internal liquidity which provides peace of mind that returns will not be
sacrificed at the expense of large outflows.

Fund Use
The fund is a credit fund that aims to provide capital stability, whilst still being able to provide investors with reasonable income, regardless of interest rate fluctuations.
This fund is aimed at clients with a relatively low risk appetite. It can also be utilised as a fixed-income shorter duration component within the building-block approach
to constructing a multi-asset portfolio. Moreover, the fund offers relatively more capital protection, especially in a rising interest rate environment as the funds in this
category are allowed a maximum modified duration of up to two years. Like a money market fund, the SIM Enhanced Yield Fund can be used to park funds when
equity markets are unstable. Investors can also utilise this fund to draw income within their diversified portfolios. Furthermore, this fund can be seen as an aggressive
fund from a risk perspective, in comparison to its Shopping List peers.

Qualitative Highlights
Melville du Plessis is the sole portfolio manager of the SIM Enhanced Yield Fund as at 31 May 2016. He joined Chris Hamman in the management of this fund in October
2011, with his main responsibility being the management of daily cash flows. Subsequently, as from 1 August 2016, Hamman left SI and was replaced by Mokgatla
Madisha as head of fixed interest. The credit process in the fixed interest team is one of the outstanding competitive advantages for this fund and SI as a whole.
Moreover, the credit process can be described as follows: setting an internal rating per issuer and issue, which looks at qualitative factors as well as Moody’s expected
default frequency; credit vetting which is done by Sanlam’s Central Credit Committee (CCC); limit setting; and monitoring. It is important to note that this is an iterative
process. Furthermore, this fund places an emphasis on a team approach as du Plessis is supported by a team of four credit analysts and the CCC team.

Quantitative Highlights
The fund consistently has delivered returns above its benchmark and the SA Interest-Bearing category average over one-, three-, five- and six-year periods. Meanwhile,
on a risk-adjusted basis (as measured by a rolling one-year Sharpe ratio), the fund has delivered risk-adjusted returns above its Shopping List peers and the category
as a whole. The fund displays higher volatility in comparison to the category average, but investors are compensated for the added risk. On a rolling three-month basis
since inception of the fund (as at 30 June 2017), the fund has outperformed SteFI 83.33% of the time.

Current Portfolio Positioning
The SIM Enhanced Yield Fund outperformed its benchmark and Shopping List peers in Q2 2017, returning 2.39% compared to its benchmark’s return of 2.35%. Over
a one-year period ending 30 June 2017, the fund once again outperformed its benchmark and Shopping List peers, returning 10.10% in comparison to its benchmarks
return of 8.13%. Moreover, it is important to note that this fund is a more volatile fund (as measured by standard deviation) in comparison to its Shopping List peers, with
an annual standard deviation of 0.63%. The Stanlib Income Fund and the Nedgroup Income Fund have an annual standard deviation of 0.32% and 0.11% respectively.
However, investors are compensated for taking on this added risk, whereby this risk can be explained by duration and interest-rate risk. Year-to-date (as at 30 June
2017), the ALBI returned 4.02%, which was mainly driven by the shorter end of the yield curve (3-7 years), returning 5.87%, followed by the middle-end of the yield
curve (7-12 years) which returned 5.11%. Cash returned 3.74% over the past six months. The modified duration of the fund is currently at 0.6 years. The fund’s maturity
profile can be described as follows, exposure to cash and floating rate instruments (82.12%), exposure to bonds maturing between zero and three years (5.54%),
exposure to bonds maturing between three and seven years (9.63%), exposure to bonds maturing between seven and twelve years (0.02%) and exposure to inflation
-linked bonds (2.69%). Furthermore, the fund only has 7.22% exposure to the South African government with the rest invested in credit instruments with SA corporates
and banks. Currently, the exposure to the top four banks is 53.3%.
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STANLIB INCOME
Fund manager

Victor Mphaphuli and Henk Viljoen

Benchmark

Return Focus
Philosophy

Conservative

Cognisant

Inception Date

01 April 1987

Relative

Fund Size (Rm)

R23 638

Top-down, bottom-up, valuation-driven

Glacier Risk Rating

0.63

Category

66

Risk Description

STeFi Composite Index

Role of Benchmark

Consistency (No. of quarters)

South Africa - Interest-Bearing - Short-Term

Fee Description (retail class)

Annual management fee

Total Investment Charge

0.85%

Regulation 28

No

Key Insights
The fund is managed on the principle that, through active management, fixed-income market inefficiencies can be exploited and value can be added through bottomup and top-down macro research and analysis. Value can be added from duration management, yield curve strategies, credit positioning and a relative value matrix.
The fund takes multiple, small-duration bets as part of the diversification strategy. The team’s target is to outperform the benchmark by 1-2% per annum, after fees.
Meanwhile, the fund’s internal benchmark for return attribution analysis is the one- to three-year bond index. The fund historically had relative longer durations but has
managed to reduce its duration after the 2008 financial crisis. Capital gains of instruments is incidental as returns are derived from income yields. This fund has a long
track record and has lived through bull and bear markets.

Fund Use
The fund aims to provide capital stability whilst still being able to provide investors with reasonable income, regardless of interest rate fluctuations. This fund is
aimed at clients with a relatively low risk appetite. This fund can also be utilised as a fixed-income, shorter-duration component within the building-block approach
to constructing a multi-asset portfolio. Moreover, the fund offers relatively more capital protection, especially in a rising interest rate environment as the funds in
this category are allowed a maximum modified duration of up to two years. Like a money market fund, the fund can be used to park funds when equity markets are
unstable. Investors also can utilise this fund to draw income within their diversified portfolios. Furthermore, this fund can be seen as moderate in comparison to its
Shopping List peers where it can be described as being in the middle between the Nedgroup Investments Core Income Fund and the SIM Enhanced Yield Fund from
a risk perspective.

Qualitative Highlights
There have been a few changes to the team, co-headed by Henk Viljoen and Victor Mphaphuli, which consisted of 12 members including the Stanlib Credit Partners
team. At present, the investment team only consists of ten investment professionals. Stanlib has recently agreed to sell its shareholding of Stanlib Credit Partners,
which included the transfer of the management team - Phillip Myburgh, Walter Hirzebruch and Evantha Moodley. As a result, they have added Chris Li Green to their
investment team, who was formerly part of the Stanlib Credit Partners team. The concerns that we had with Stanlib’s credit process has been somewhat alleviated
with the appointment of a new credit analyst, Beverley Warnasuriya, who comes with 14 years’ experience and the appointment of Chris Li Green as head of credit. His
credit banking experience has helped generate a credit process that we are more comfortable with, given the respective changes at Stanlib. Chris Li Green officially left
Stanlib due to personal reasons as of the 16th of June 2017. Their internal credit rating per issuer (coupled with rating agency ratings) is an advantage when assessing
the quality of a credit issuer. Viljoen provides support mainly within the strategic and tactical positioning, while Mphaphuli actively manages the fund. Sylvester Kobo
is cross-trained across bonds and the money market. The team’s ability to produce stable and solid returns in this period indicates its extensive skill, knowledge base
and proven track record. The fixed-interest team manages funds across the entire maturity spectrum, doing analysis on the yield curve. Stanlib has one of the biggest
fixed interest teams in the country. We are currently concerned about Stanlib’s consistent team changes and are monitoring carefully their credit capability, as credit
plays a significant role in this fund. Changes of this nature are a major concern to the Glacier research team, and ongoing investigation and discussion with Stanlib are
underway. However, it should also be noted that key members of the team, Viljoen and Mphaphuli, still remain the same and continue to be the drivers of strategic and
tactical asset allocation.

Quantitative Highlights
The fund consistently has delivered returns above that of the benchmark and sector category average over one-, three-, five- and ten-year periods. Meanwhile, on a riskadjusted basis, the fund delivered returns nearly in line with the sector category average, based on rolling three-year Sharpe over the long term. The fund experienced
a significant drawdown in 2014, which was the result of the fund’s ABIL exposure. However, the side-pocket has been paid out and investors should see a pick-up in
yield. On a rolling three-month basis over the past ten years (as at 30 June 2017), the fund has outperformed SteFI 89.02% of the time.

Current Portfolio Positioning
The fund outperformed its benchmark and SA Interest-Bearing category average in Q2 2017, returning 2.23% compared to its benchmark’s return of 1.85%. Over a
one-year period ending 30 June 2017, the fund outperformed its benchmark and the category average, delivering a net performance of 9.23%, while its benchmark
delivered a net performance of 7.63%. Moreover, year-to date (as at 30 June 2017), the ALBI returned 4.02%, which was mainly driven by the shorter end of the yield
curve (3-7 years), returning 5.87%, followed by the middle-end of the yield curve (7-12 years), which returned 5.11%. Cash returned 3.74% over the past six months. The
modified duration of the fund has decreased over Q2 due to volatility in the bond market, now sitting at 0.49 years compared to 0.58 years in the previous quarter.
The fund’s maturity profile can be described as follows: exposure to bonds maturing in one year and less (18.46%); exposure to bonds maturing between one and three
years (57.9%); exposure to bonds maturing between three and seven years (21.61%); and exposure to bonds maturing beyond 12 years (2.03%). The fund’s assets under
management have increased by 5.13% over the quarter, from R22 484 million to R23 638 million. Furthermore, the fund is relatively concentrated with instruments from
the top five banks (including Investec), where exposure has decreased slightly over the quarter from 42.61% to 41.61%.
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SA - INTEREST BEARI NG
- VARIABLE TE RM
Category Analyst: Luke McMahon
These portfolios invest in bonds, fixed deposits and other interest-bearing securities, and may invest in short, intermediate and long-dated
securities. The composition of the underlying investments is managed actively and will change over time to reflect the manager’s assessment of
interest rate trends. These portfolios offer the potential for capital growth, together with a regular and high level of income. These portfolios may
not include equity securities, real estate securities or cumulative preference shares.
Shopping List selection: Stanlib Bond Fund, Coronation Bond Fund

Quartile Ranking

Risk-Reward: 1 Year Annualised

As of Date: 30/06/2017
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CO RO NATIO N BON D
Fund manager

Consistency (No. of quarters)

Mark le Roux and Nishan Maharaj

Benchmark

01

Risk Description

BEASSA ALBI

Conservative

Role of Benchmark

Agnostic

Inception Date

01 August 1997

Return Focus

Absolute

Fund Size (Rm)

R1 400

Philosophy

Fee Description (retail class)

Bottom-up, valuation-driven approach

Glacier Risk Rating

Total Investment Charge

4.94

Category

Annual management fee
0.87%

Regulation 28

SA - Interest bearing Variable Term

No

Key Insights
This fund is the only bond fund with offshore exposure in the SA interest-bearing variable term category. This exposure is capped at 10% and can be obtained through
developed market (DM) and emerging market (EM) fixed-income instruments and currency. Overall risk is managed through currencies’ futures. There is no hard limit
on EM exposure but a soft limit of 5%. It has been as high as 4.4% on emerging markets and as high as 7.5% offshore.

Fund Use
This is an actively-managed bond fund that seeks to maximise returns from a diverse range of primarily South African bonds. It aims to outperform the All Bond Index.
It is suited to serve as a core bond component of a building-block portfolio and also can be included in various risk-profile portfolios. It is worth noting that this is an
actively managed bond fund that can go up to 10% offshore. Therefore, the fund can be better used in a Regulation 28 portfolio with an equity fund that has no offshore
exposure or a fund that will not exceed 15% offshore, such as the Prudential Equity Fund.

Qualitative Highlights
The fund has delivered first quartile returns overall, trailing return periods. It is a first and second quartile performer over calendar year periods. However, on a rolling
one-year basis, this fund struggled to outperform the benchmark in 2015. The strong risk management capability of the portfolio managers is evident in the fund’s
lower volatility profile over all periods, relative to the benchmark. It also achieves superior risk-adjusted returns as measured by its Sharpe ratio over rolling three years,
relative to peers and the benchmark. Even though all of the bond funds in the category are highly correlated to the ALBI, it is the one fund that is correlated marginally
less over a three-year period. This can be attributed to the active nature of the fund and the 10% foreign allocation. This fund is a good protector of capital, which is
evident through its attractive drawdowns relative to the benchmark.

Quantitative Highlights
This fund’s return profile has improved, having been a first and second quartile performer over meaningful periods. However, over the one-year rolling return
performance, it has struggled to beat the benchmark. In calendar year returns, the fund displays third and fourth quartile returns for 2013, 2014 and 2015. The fund’s
maturity profile is very close to that of the ALBI, with a yield in line and sometimes higher than that of its benchmark. This results in the fund displaying higher volatility
when compared to the benchmark and peers. The fund’s standard deviations have been consistently higher than that of its benchmark when looking at three-year
rolling figures. The fund does move in line with the ALBI more than other funds in its category and this will add a level of predictability to a portfolio, providing a stable
level of growth. The fund’s modified duration is high and tracks that of the ALBI.

Current Portfolio Positioning
The All Bond Index gained 1.49% for the quarter, slightly behind cash (1.85%) but well ahead of inflation-linked bonds (1.0%). The Coronation Bond Fund managed to
outperform this comfortably by 40 basis points, returning 1.89%. The overall strong performance was driven by buoyant emerging markets, with the JP Morgan EMBI
Global Diversified composite (a proxy for emerging-market bond performance in dollars) returning 2.2% in Q2 and 6.2% year-to-date. The strong performance of
bonds over the year can be attributed to healthy foreign net inflows into the SA bond market, which has kept yields relatively in check. However, given looming risks
of a downgrade of SA bonds to sub-investment grade and a subsequent market sell-off as global bond indices re-calibrate to exclude these non-investment grade
bonds, the portfolio managers are adopting a cautious approach when it comes to investing in the local bond market. As a result, exposure to conventional SA bonds
was reduced by 2.44% from 91.52% to 89.09% over the quarter and exposure to foreign bonds and cash was increased by 1.34% from 5.17% to 6.52%. This resulted in
an underweight conventional bond position (-10.91%) relative to the benchmark which contributed 0.39% to outperformance. The modified duration of the fund was
also lowered to 6.4, relative to the ALBI’s modified duration of 7, which contributed 0.10% to outperformance. However, based on the fund’s yield curve positioning, the
majority of the fund’s bond allocation (60.13%) is in the longer end of the yield curve (12yrs < maturity) which detracted -0.48% from outperformance. Going forward,
given the inherent global and local risks facing investment in bonds, the portfolio managers selectively see value in short-dated, inflation-linked bonds (ILBs) and the
longer end of the government bond curve, which will provide relative value in difficult times.
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STANLIB BON D
Fund manager

Victor Mphaphuli

Benchmark

BEASSA ALBI

Role of Benchmark

Risk Description

Conservative

Inception Date

13 March 2000

Absolute

Fund Size (Rm)

R3 324

Top-down, bottom-up, valuation-driven approach

Glacier Risk Rating

5.72

Category

18

Cognisant

Return Focus
Philosophy

Consistency (No. of quarters)

SA - Interest Bearing Variable Term

Fee Description (retail class)

Annual management fee

Total Investment Charge

0.86%

Regulation 28

No

Key Insights
The fund tends to have a higher duration than many of its peers and therefore very close to the ALBI’s duration. This means that the fund displays similar characteristics
to the index with regards to return and risk profile.

Fund Use
The fund seeks to deliver a stable and reliable level of income and consists of various bond, cash and money market instruments. It can serve as the core bond
component of a building-block portfolio, but also can be included in various types of risk-profiled portfolios.

Qualitative Highlights
STANLIB’s fixed-interest team aims to take advantage of market inefficiencies that result in mispricing. The team has been experiencing changes. Christie Goncalves,
who was an assistant portfolio manager on the income funds, left the team. Sylvester Kobo, who has been trained across the fixed-income team, moved from the
money market team and joined Victor Mphaphuli, Henk Viljoen and Robin Mulder as a portfolio manager on the bond and income funds. With reference to the credit
capability at Stanlib, Chris Li Green previously was named head of credit towards the end of 2016. He has since departed from Stanlib as of June 2017. In addition to
this appointment another senior analyst was added to Stanlib’s credit team in 2016. Beverley Warnasuriya has 15 years’ industry experience. Subsequent to Li Green’s
departure, Warnasuriya has taken over as head of credit at Stanlib. Victor Mphaphuli is looking actively to hire a new senior credit analyst to assist Warnasuriya. Viljoen
and Mphaphuli are co-heads of the franchise. Viljoen provides support mainly within the strategic and tactical positioning, while Mphaphuli actively manages the fund.
STANLIB has one of the biggest fixed-interest teams in the country and therefore has a strong focus on fixed interest, which is one of their biggest profit drivers.
We currently are concerned about Stanlib’s consistent team changes and are monitoring their credit capability carefully, as credit plays a significant role in this fund.
Changes of this nature are a major concern to the Glacier research team, hence ongoing investigation and discussion with Stanlib are underway. However, it should
also be noted that key members of the team, Viljoen and Mphaphuli, have been present since inception and continue to be the drivers of strategic and tactical asset
allocation.

Quantitative Highlights
This fund’s return profile has improved, having been a first and second quartile performer over meaningful periods. However, over the one-year rolling return
performance, it has struggled to beat the benchmark. In calendar year returns, the fund displays third and fourth quartile returns for 2013, 2014 and 2015. The fund’s
maturity profile is very close to that of the ALBI, with a yield in line and sometimes higher than that of its benchmark. This results in the fund displaying higher volatility
when compared to the benchmark and peers. The fund’s standard deviations have been consistently higher than that of its benchmark when looking at three-year
rolling figures. The fund does move in line with the ALBI more than other funds in its category and this will add a level of predictability to a portfolio, providing a stable
level of growth. The fund’s modified duration is high and tracks that of the ALBI.

Current Portfolio Positioning
During Q2 2017, the size of the Stanlib Bond Fund decreased to R3.3 billion from R3.6 billion due to outflows from the portfolio as bond yields looked expensive
following a steepening in the yield curve during the quarter, as the long end was negatively affected by anticipation of increased funding requirements from the
government... Despite this, the fund including the ABIL component has marginally outperformed its benchmark over all periods. The performance of the fund over the
quarter was 1.55% compared to the benchmark ALBI which returned 1.49%. The fund’s modified duration was increased from 6.50 years to 7.00 years during the quarter
as bond yields were oversold following the risk-off environment created by central bank rhetoric. Most of this duration came from the 12+ years maturity bucket, as
this bucket constitutes 62.10% of the ALBI. Relative to its benchmark, the fund is underweight in government bonds (51.28% compared to 99.17%). Credit remains a
significant component of the fund’s asset allocation and remains overweight at 39.21%. It contributed 1.13% to fund’s outperformance. Exposure to government bonds
decreased from 60.27% to 51.28%; exposure to medium-to-long-term bonds (3-12 years) decreased from 30.09% to 34.71%; while exposure to longer-term bonds (12+
years) increased from 54.19% to 59.32%, but still slightly underweight compared to its benchmark which had 62.10% exposure.
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SA - REAL ESTATE - GENERAL
Category Analyst: Darren Burns
These portfolios invest in listed property shares, collective investment schemes in property and property loan stock and real estate investment
trusts. The objective of these portfolios is to provide high levels of income and long-term capital appreciation. These portfolios invest at least
80% of the market value of the portfolio in shares listed in the FTSE / JSE Real Estate industry group or similar sector of an international stock
exchange and may include other high yielding securities from time to time. Up to 10% of a portfolio may be invested in shares outside the
defined sectors in companies that conduct similar business activities as those in the defined sectors.
Shopping List selection: Catalyst SA Property Equity Prescient Fund

Quartile Ranking

Risk-Reward: 5-Year Annualised
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C ATA LYST SA P RO P E RTY EQ U ITY P RE S CI EN T
Fund manager

Zayd Sulaiman

Benchmark

FTSE/ JSE SA Listed Property Index (J253)

Role of Benchmark

Risk Description

Aggressive

Inception Date

01 February 2005

Relative

Fund Size (Rm)

R1 115

Long-term, valuation-driven with an
emphasis on risk-adjusted returns

Glacier Risk Rating

8.77

Category

44

Cognisant

Return Focus
Philosophy

Consistency (No. of quarters)

SA - Real Estate General

Annual management fee + performance fee
(22.8% of benchmark
outperformance incl. VAT)

Fee Description (retail class)
Total Investment Charge

1.66%

Regulation 28

No

Key Insights
The team is solely focused on the property sector, and therefore is not distracted by any other asset class. The fund is managed actively relative to the SA Listed
Property benchmark, and the portfolio managers are able to take larger active positions relative to the benchmark. This is mainly due to the relatively small size of the
fund when considering the magnitude of the property sector. They focus on total returns (income plus capital), rather than income only.

Fund Use
The fund provides exposure to the SA Listed Property Index, making active allocations relative to the benchmark. The fund focuses on total return and is able to invest
in the entire sector. The fund would add a stable level of income whilst providing capital appreciation to a risk-profiled, multi-asset or building-block portfolio that is
looking to add exposure to local property. On a look-through basis, if you are of the opinion that there is not enough exposure to property in a portfolio, this fund can
be used to fill that void.

Qualitative Highlights
Catalyst has an experienced, 12-member investment team whose sole focus is the property sector. Most members of the team are chartered accountants and property
specialists with direct property experience. This is especially true for the four directors and portfolio managers. The local team has been stable and has not seen any
changes since Nomathibana Matshoba, a former portfolio manager at Coronation Fund Managers, joined in 2016. Paul Duncan and Zayd Sulaiman, both directors in
the company, previously managed the SA Property Equity Fund. Since 1 July 2016, Sulaiman has been the sole portfolio manager on the fund, while Duncan will focus
on the hedge fund portfolios. The team follows a rigorous process with respect to research and portfolio construction. All research is done in-house, with no sell-side
research being utilised. Catalyst has an extremely in-depth research process that focuses on two key areas: trends that impact real estate markets and pricing; and
trends that impact real estate markets for vacancy forecasts. The analysts aim to identify risk-adjusted returns and value opportunities. Their core competency is in the
commercial property market. Key investment members have direct ownership, with 31.3% of the company owned by staff. Catalyst is totally independent in that they
have no alliance or affiliation to any banks, insurance companies, etc.

Quantitative Highlights
The fund consistently has beaten its benchmark over most periods in risk-adjusted returns and has been in the top two quartiles throughout. The portfolio is correlated
highly with the SA Listed Property Index and experiences drawdowns similar to its benchmark but consistently lower. This is primarily due to the small number of shares
currently in the benchmark. The fund can be more volatile than many of its peers as larger active positions, relative to the benchmark, are taken at times. It has been
able to consistently reward this extra level of risk, providing higher risk-adjusted returns than the benchmark and many of its benchmark-cognisant peers. It also has
been able to achieve higher levels of alpha over all periods, speaking to the investment team’s active return of investment. The risk/reward profile over all periods has
been very good, with the fund being able to deliver higher levels of return than its peers for the same level of volatility. This can be seen over all significant periods.

Current Portfolio Positioning
The fund delivered 0.76% for the quarter, beating the category average (+0.61%) by 15 basis points. However, it underperformed its benchmark, the SAPY Index, which
delivered 0.91%, by 15 basis points over the same period. Year-to-date, the fund delivered 2.42%, underperforming the category average (+2.53%), while outperforming
the index which added 2.29% over the six-month period. A major shift in sector allocation over the six-month period was the 4.33% increase in retail REITs, while
other sectors were trimmed. The industrial and office REITs were trimmed by about 1.33%. Over the two quarters, movements in sectors were incremental with an
exception of 4.6% increase in retail in Q2. Overweight allocations in Greenbay, Sirius and Rockcastle contributed to performance as these counters outperformed
the benchmark over the quarter. Other contributions to performance came from the underweight allocation to Accelerate, which underperformed the benchmark.
Overweight allocation to Growthpoint, Emira, Hyprop and Vukile detracted from performance on the back of these stocks underperforming the benchmark. Also, an
underweight position in Fortress B detracted the most from performance as the stock outperformed. The manager is positive on the sector’s ability to provide real
long-term returns but believes over the short- to medium-term, political and capital market uncertainties will impact returns.
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SA - EQUITY - GENERAL
Category Analyst: Francis Marais
Funds in the SA Equity General category invest in selected shares across all economic groups and industry sectors of the JSE Securities Exchange South
Africa as well as across the range of large-, mid- and smaller-cap shares. These portfolios do not subscribe to a particular theme or value or growth
investment style. The portfolios in this category offer medium-to-long-term capital growth as their primary investment objective. Equity portfolios invest
a minimum of 80% of the market value of the portfolios in equities at all times. However, a minimum of 80% of the equity portfolio must, at all times, be
invested in the JSE Securities Exchange South Africa sector/s as defined by the category, and a maximum of 25% of the equity portfolio may be invested
outside the defined JSE Securities Exchange South Africa sectors provided that these investments comply fully with the category definition. Glacier
Research split the category into four groups based on specific observable focuses and characteristics, with the aim of providing retail investors with
adequate choice and diversification, while maintaining the high conviction in the selected funds. The four groups are: dividend-focused (stocks providing
a steady and/or growing dividend yield); benchmark-cognisant (managed relative to a benchmark or to a specific maximum level of tracking error);
concentration (these are more highly convicted portfolios with a smaller number of stocks in the portfolio or portfolios concentrated in a particular style);
and Core (funds which do not necessarily fall into one of the other categories and often are considered style-agnostic). These groups, of course, are not
always mutually exclusive, but provide a good way to categorize funds based on certain distinguishing characteristics.
Shopping List Selection: Coronation Equity Fund (Core), Foord Equity Fund (Core), SIM General Equity Fund (Benchmark-Cognisant),
PSG Equity Fund (Concentration), Investec Equity Fund (Concentration), Prudential Dividend Maximiser Fund (Dividend-Focused),
Marriott Dividend Growth (Dividend-Focused)
Quartile Ranking

Risk-Reward: 5 Years Annualised

As of Date: 30/06/2017
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CO RO NATIO N EQ UI TY
Karl Leinberger, Sarah-Jane Alexander
and Adrian Zetler

Fund manager
Benchmark

Composite: 87.5% SA Equity, 12.5% International Equity

Role of Benchmark
Return Focus
Philosophy

Risk Description

High

Inception Date

15 April 1996

Relative

Fund Size (Rm)

R7 390

9.06

Catergory

25

Agnostic

Fundamental, bottom-up, valuation-driven approach

Glacier Risk Rating

Consistency (No. of quarters)

SA General Equity

Fee Description (retail class)

Annual management with performance fee
and reduced fees should the fund lose capital
over any 60-month period

Total Investment Charge

1.37%

Regulation 28

No

Key Insights
The fund is concentrated slightly less than its peers on the Shopping List, with approximately 70 equity holdings. Leinberger, however, prefers to focus on the
concentration of the top 10 and 15 holdings to show concentration. The number of holdings is seen as arbitrary. A preference would be to have about 50% to 60%
of the fund concentrated in its top 10 holdings. A multi-counsellor approach has been implemented on the fund, with Sarah-Jane Alexander being added as a multicounsellor, along with Adrian Zetler as a co-manager across the whole fund. Alexander could be described as bold and decisive, and previously has been a co-manager
on the industrial fund. Her personality and way of managing money is well-suited to managing a more aggressive mandate such as equity funds. Leinberger places no
consideration on measures such as standard deviation or tracking errors. The fund is measured on a completely agnostic basis with a long-term focus – more thanfix
years – with permanent capital loss as the primary risk consideration. Consequently, measuring standard deviation and tracking error becomes irrelevant. The offshore
allocation predominantly is invested in the Coronation Global Opportunities Equity Fund, which is managed by Tony Gibson, and in turn, uses various underlying
managers. A robust manager research process is followed with the involvement of Leinberger, and preference is given to funds with at least a five-year track record.
If no suitable managers are found, the equity fund may invest in other Coronation funds with shorter track records, such as the emerging markets and frontier funds.

Fund Use
The fund can ideally be used as a core equity fund for an investor that is following a building-block approach who seeks capital growth over a time horizon of five
years and longer. Investors in this fund should have a higher tolerance for risk and may experience negative returns over shorter periods of time. This fund includes
offshore holdings and therefore provides investors with additional protection in times of rand weakness, and exposure to international markets. The fund ideally can be
used as a core equity fund for an investor that is following a building-block approach and that seeks capital growth over a longer time horizon, namely five years and
longer. Investors in this fund should have a higher tolerance for risk and may experience negative returns over shorter periods of time. With a beta close to one over
approximately 15 years, it is clear that market fluctuations play a big part in this fund’s return profile. It should be used in conjunction with less beta-dependent funds
like the Prudential Dividend Maximiser and Marriott Dividend Growth Funds. This sentiment is also reflected in its down- and up-capture ratios over the same period,
which are both around 115 and can be offset with the funds mentioned earlier. With the inclusion of offshore equity, this needs to be taken into account if used as a
core SA equity fund. However, the offshore capability will enhance overall offshore exposure within a portfolio.

Qualitative Highlights
The fund was managed by Karl Leinberger and Duane Cable until August 2015. Leinberger is the current CIO and has more than 16 years’ investment experience,
most of which has been spent at Coronation. Cable has been removed as co-manager to focus on his responsibilities as co-manager on the Capital Plus and Balanced
Defensive Funds. Coronation has a highly-skilled and experienced investment team This, together with their single investment process, philosophy and research
platform, should ensure that these changes have a minimal impact. The investment team consists of three former Coronation CIO’s. Coronation has developed a
proprietary central research system which is available to all analysts and portfolio managers at all times. The culture remains one of ownership and accountability that is
client-focused. This is evident in that employees own 25% of the holding company of the South African and international operating subsidiaries. All analysts are rotated
among industries so as to become generalists in every industry, and avoid developing bias. Coronation believes in conducting comprehensive research on a company,
rather than just analysing it. For extra insight, the team spends much time looking at different ways of understanding a company and its operating environment.

Quantitative Highlights
The fund has delivered consistent first and second quartile five-year rolling returns over the period beginning 2004 to June 2017. Over the last five years, the fund has
produced an annualised return of 13.85% compared to the FTSE/JSE All Share Index performance of 12.19%. It is more volatile when compared to some of its Shopping
List peers and the category average. The fund is good at protecting capital and consistently suffers lower drawdowns than the FTSE/JSE All Share Index and the
majority of its category peers.

Current Portfolio Positioning
In Q2 2017, the fund slipped 0.09%. However, on a relative basis, the fund outperformed the FTSE/JSE All Share Index (-0.39%) and the category average (-1.79%).
One of the best performers in the category, even with poor performance over the period, the fund has managed to keep its longer term track record intact, returning
13.85% per annum over the last five years. The quarter saw a large shift from local to offshore equity, with the fund making use of its maximum allowable limit of 25%.
Within the local equity space, financials and resources exposure was decreased the most. Over this period, financials dropped a negligible 0.01% and resources slid
7.05%. The biggest sector exposures over the period were consumer goods and consumer services. These two sectors returned 0.63% and 5.31% respectively. The fund
has been positioned to exploit a weaker rand by investing in high-quality companies which generate their income offshore – typical rand-hedge counters – and to take
advantage of local companies which are out of favour within the investment community. The portfolio managers have also differentiated the fund by having a high
exposure to UK property stocks, claiming that current valuations should provide attractive upside to the patient investor. The fund has benefited from strong counterspecific emerging market counters, like X5 and Sberbank, both Russia-based companies. At a granular level, notable exposure to Naspers Ltd. and British American
Tobacco helped increase performance, rising 9.90% and 1.40% respectively, with MTN Group Ltd. and Anglo American Plc. slipping 6.50% and 14.00% respectively.
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FO O RD EQ UI TY
Fund manager

Nick Balkin, Brian Davey and Dane Schrauwen

Benchmark

FTSE/JSE All Share Return Index

Role of Benchmark
Return Focus
Philosophy

Risk Description

High

Inception Date

01 September 2002

Relative

Fund Size (Rm)

R11 000

8.47

Category

17

Agnostic

Top-down, bottom-up valuation-driven (value and
Garp) approach. Style-agnostic

Glacier Risk Rating

Consistency (No. of quarters)

SA Equity General

Fee Description (retail class)

Annual management plus performance fee

Total Investment Charge

0.92%

Regulation

No

Key Insights
The fund is managed using a multi-counsellor approach. Each manager takes full responsibility for portfolio construction and each is responsible for risk management.
Foord does not believe in committees, but rather that investment ideas should be discussed on an ongoing basis. They place em phasis on getting broader directional
macro themes right, and within those themes, buying companies that trade below their value as determined by future cash flows. Foord combines both a top-down and
bottom-up valuation approach. The fund constituents are high-conviction and subsequently there is little turnover. They believe that if they buy the right companies
at the right price, they rarely will have to sell. Therefore, they are considered to be buy-and-hold managers. When comparing the holdings of the Foord Equity Fund to
that of its peers, its holdings vary greatly. Foord has managed to achieve superior risk-adjusted returns compared to these peers, which indicates good stock-picking
abilities.

Fund Use
The fund is a high-conviction SA-only equity fund, with a maximum number of holdings typically less than 45. It is a style and benchmark-agnostic fund that employs a
pragmatic view to purchasing shares. This fund will work well with funds like the Prudential Dividend Maximiser Fund that is more benchmark-cognisant, but also more
dividend-focused. The fund’s return profile is consistent with lower risk, resulting in good risk-adjusted returns. This fund will work well in a building-block approach
as a core SA equity holding.

Qualitative Highlights
The fund is managed through a multi-counsellor approach, limiting the risk of “group think” and leading to specific stock ideas being included in the portfolio. The
team does not believe in committees, preferring to stay small and engage on an ongoing basis. As an investment house, Foord has been in existence for more than 35
years. It has one of the longest and best track records in the industry, while preferring to keep a lower profile and following a smaller and more nimble approach. The
SA team consists of 13 members, with the team in Singapore totalling six members. Foord believes that investment activity is ultimately a long-term process. Therefore,
they are buy-and-hold investors. They avoid benchmarks, place emphasis on diversification and look to identify short-term mispricing so that over the longer term the
fundamental value will start to materialise.

Quantitative Highlights
The fund has delivered consistent first and second quartile returns, together with relatively low volatility over rolling five-year periods. Consequently, it has excellent
risk-adjusted returns. It protects capital well on the downside. These returns have been achieved through higher alpha generation and generally lower beta, when
compared to its peers. The fund has delivered some of the best risk-adjusted returns as per its Sharpe ratio. The fund can exhibit some volatility over shorter periods,
but this should be viewed in light of its process, which is to deliver superior returns over longer periods of time. This also speaks to part of the fund’s investment
philosophy based on buy-and-hold investing. On a quantitative basis, there are very few peers that screen as well as the Foord Equity Fund, especially over longerterm periods.

Current Portfolio Positioning
Along with most general equity funds, the Foord Equity Fund struggled to gain ground over Q2 2017, slipping 0.28%. However, this figure beat both the FTSE/JSE All
Share Total Return Index (-0.39%) and the category average (-1.79%) on a relative basis. Consistent with their buy-and-hold philosophy, the fund has seen minimal
changes over the period. Minor shifts have been made away from basic materials, healthcare and consumer goods, while small increases have been made to technology
and property. The portfolio managers have continued to position the fund cautiously, as with many funds in the category. They have opted to invest in rand-hedge
companies which have global exposure. However, they have trimmed some strong performing counters to top-up the fund’s cash allocation, staying nimble and able
to act on any investment opportunity that may present itself. South African listed property exposure has remained low, with the managers citing that deteriorating
fundamentals and high valuations have made the asset class less attractive. Continued exposure to precious metals should provide some protection against heightened
risk, tempering volatility. The fund’s top holding, Naspers, had a strong run over the quarter, adding approximately 10%, while the second largest holding, British
American Tobacco, only added 1.40%.
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INVE STEC EQ UI TY
Fund manager

Rhynhardt Roodt and Chris Freund
87.5% FTSE/JSE All Share Index,
12.5% MSCI All Countries World Index

Benchmark
Role of Benchmark

3

Risk Description

High

Some benchmark consideration

Inception Date

02 November 1987

Relative

Fund Size (Rm)

R7 900

Return Focus
Philosophy

Consistency (No. of quarters)

Bottom-up, top-down earnings revision

Glacier Risk Rating

8.61

Category

SA General Equity

Fee Description (retail class)

Annual management plus performance fee

Total Investment Charge

2.60%

Regulation

No

Key Insights
The Investec Equity Fund’s philosophy and process of focusing on earnings revisions is a differentiator and strength. Earnings revision as an investment strategy has
been shown to offer very low correlation to other, more well-known investment strategies such as value, quality, growth, low volatility and price momentum. The
equity team’s philosophy is easy to implement and repeat, but it is not easily copied. Hence, Investec enjoys a competitive advantage in implementing this specific
strategy. An additional strength is Investec’s global investment infrastructure support in terms of global investment research and idea generation; dealing; ESG; risk
and performance measurement; as well as implementation. The investment team is highly qualified and experienced with breadth as well as depth. However, the
team is responsible for a number of different mandates, which could result in detracting focus from the Investec Equity Fund. The fund started investing in foreignlisted equities and primarily will leverage off the Investec 4Factor research capabilities. This team offers a slightly different investment philosophy, focusing on four
factors, namely value, growth, quality and sentiment. This consequently may dilute the strong diversification benefits of a pure earnings revision strategy. However, it
is important to note that the inclusion of any offshore holdings will be done on a complementary basis and should mitigate the risk of the dilution of diversification.
The fund is a concentrated, high-conviction portfolio with typically 28 to 35 stocks locally and 65 to 75 shares offshore. Portfolio turnover is relatively high at 80%. The
fund is managed on a multi-counsellor approach with Freund and Roodt roughly managing equal parts. Roodt has been promoted to co-head of the 4Factor team, and
he has relocated to the UK. He predominantly will be in charge of managing the 25% offshore portion of the fund. Grant Irvine-Smith primarily is responsible for the
quantitative side of the research and portfolio construction, as well as the attribution process. From a trading perspective, the team is able to see the effects on their
risk parameters on an ex-ante basis as opposed to an ex-post basis.

Fund Use
The Investec Equity Fund works well in a diversified building-block approach as part of a portfolio’s exposure to equity. The fund aims to deliver consistent
outperformance, as opposed to lumpy, style-cognisant funds. It is a concentrated portfolio, with high-conviction ideas, and therefore could be used in combination
with passive equity funds, or more diversified benchmark-cognisant funds as a satellite portfolio. Alternatively it will work well in combination with other activelymanaged equity funds. The fund includes exposure to foreign-listed equities. The fund’s unique investment philosophy and process of focusing on earnings revisions
is a clear differentiator and consequently it works well in combination with slightly more style-cognisant, actively-managed funds such as the PSG Equity Fund or the
Marriott Dividend Growth Fund. The fund is not entirely benchmark-agnostic, with a specific tracking error limit and volatility targets. Therefore, it would also work
well with funds that are completely benchmark-agnostic. This is a well-managed, high-quality equity fund that offers excellent diversification benefits from a portfolio
construction perspective. This fund will have higher active risk than pure benchmark-cognisant funds, but lower active risk than pure benchmark-agnostic funds,
offering a good alternative between these two styles of management.

Qualitative Highlights
Qualitatively this is a strong team, with ample resources to draw upon. The team has been managing assets for a significant period of time, first on the institutional
side with the balanced mandates, and from 1 November 2012 to include the retail general equity mandate. Investec has done a lot to change the underlying structures
in their investment team, so that the analysts are now able to focus on a single investment philosophy as opposed to conducting research for different managers with
different philosophies. The offshore contingent has also been bolstered with the strategic move of Roodt to the UK. Senior investment team members are required to
invest alongside their clients, further aligning their interests with those of their clients. Furthermore, the investment team members’ calls are monitored continuously.
Those whose investment calls are consistently accurate, enjoy higher weightings when it comes to their decisions in the overall investment process. This fund offers
something unique in the way that it is constructed and would be a good candidate to include with other equity funds as part of a broader equity exposure in a client’s
portfolio. The fund successfully blends a quantitative, scientific approach with a strong fundamental approach to investments.

Quantitative Highlights
The fund’s excess returns exhibit low correlations with some of its more well-known peers in the general equity space, offering good diversification benefits. From a
style perspective, the fund tends to exhibit high sensitivity to growth, but positive sensitivities to the four main styles namely, value, growth, quality and momentum.
The fund typically targets a tracking error range of between 3% and 5%. Therefore, it takes some active risk and compensates the investor sufficiently as is evidenced
by its relatively high information ratio. The fund has exhibited slightly higher levels of volatility when compared to its peers and displayed lower drawdowns during
periods of market distress. Consequently, the fund displays excellent risk-adjusted returns.

Current Portfolio Positioning
Over Q2, the fund dipped 1.53%, beating the category average (-1.79%) and underperforming the FTSE/JSE All Share Index (-0.39%). When comparing the fund to its
composite benchmark, it also underperformed, with the benchmark depreciating by 0.10%. The MSCI All Countries World Index rose by 4.27% in US dollar terms, but
a strengthening South African rand diminished the return figure, reaching a level of 1.89% in ZAR. The fund has shifted exposure away from the basic materials and
consumer goods and services sectors, while increasing exposure to the financial, healthcare, industrial and telecommunication sectors. Overweight positions in Mondi
and Richemont helped boost fund return, rising 2.70% and 1.60%, respectively, on an absolute basis. These positions gained on the back of strong global growth and
positive earnings revisions. An underweight position in MTN Group was also a positive contributor on a relative basis, with the share slipping 7.40% over the period.
Locally, earnings pressure for SA Inc. has started to impact share prices negatively, with retailers taking the brunt of the bear run. Counter-specific holdings including
Mr. Price, The Foschini Group and Truworths International had an adverse impact on fund returns. Due to current economic uncertainty, the fund has been positioned
not to be exposed to any binary outcome which may lead to poor performance. Counters with flat or negative earnings outlooks have been trimmed, while individual
counters with strong company-specific benefits have been added.
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M ARRIOTT D IVID E ND GROWTH
Dave Elliott, Lourens Coetzee,
Neil Nothard and Duggan Matthews

Fund manager
Benchmark

Dividend yield of the Financial and Industrial Index

Role of Benchmark
Return Focus

Risk Description

High

Inception Date

01 August 1988

Relative

Fund Size (Rm)

R4 492

Glacier Risk Rating

8.80

Category

3

Agnostic

Income-focused, with a particular emphasis on
sustainability and growing income streams

Philosophy

Consistency (No. of quarters)

SA General Equity

Fee Description (retail class)

Annual management fee

Total Investment Charge

1.41%

Regulation

No

Key Insights
Marriott employs a highly process-driven approach to income investing. The fund is managed on a committee basis, and Marriott have added two additional resources
to this process, after the passing of Simon Pearse. The two new Investment committee members are Dave Elliott and Lourens Coetzee. While the benchmark excludes
resource stocks, the fund may invest in resource counters, should these counters be able to tick all the boxes their investment process requires. The fund is characterised
by low portfolio turnover, on average holding between 20 and 25 high-conviction ideas. From a style perspective, the fund is slightly biased towards quality counters,
as one would expect, given their investment philosophy and process. Even though the fund is highly concentrated, it does include foreign equity to add diversification
and broaden the opportunity set of the fund. The fund’s underlying holdings exhibit very few similarities to peers and offers good diversification benefits.

Fund Use
The fund can be used in conjunction with other equity funds as part of a larger portfolio’s equity allocation. The fund is suitable for investors with a long-term
investment horizon in excess of five years. The fund’s strong focus on higher dividend-yielding equities makes it an ideal candidate for inclusion in portfolios responsible
for generating income, especially post-retirement products. The fund’s rigorous screening criteria sometimes may lead to a concentrated portfolio, and this, together
with low correlations to other funds, makes it an ideal fund to use when building a well-diversified portfolio. The fund offers offshore exposure and is not a SA-only,
general equity fund. The fund will temper volatility when used in conjunction with funds like the Coronation Equity, Investec Equity, PSG Equity and SIM General Equity
Funds, due to its high conviction benchmark agnostic style.

Qualitative Highlights
Marriott as an investment house has a specific investment philosophy, preferring to focus on the selection of securities that produce reliable income streams which are
ideally growing, and to purchase these income streams at appropriate prices. They have been successful in implementing and staying true to their philosophy. Their
investment philosophy is easy to understand and implement. However, their dedication to their philosophy and their success in implementing this particular strategy
has been a major differentiating factor, when compared to other investment houses implementing the same type of philosophy. The team has been relatively stable,
with five members of the investment team having worked together for more than six years. Marriott also has established a stable analyst team successfully, ensuring
the sustainability of the entire investment team. Portfolio construction decisions are made by the four senior members of the investment team, namely Dave Elliott,
Lourens Coetzee, Neil Nothard and Duggan Matthews. The investment committee is supported by six investment professionals, two locally and four offshore. These
investment professionals propose investment ideas to the investment committee, and form the role of “promoters”. The “decision-makers” then take all the information
presented to them and make an investment decision, in line with the income-focused approach. This leads to a certain degree of objectivity and the management of
inherent analyst biases.

Quantitative Highlights
The Marriott Dividend Growth Fund has been a consistent first and second quartile performer over rolling three-year periods. Since 2000, the fund has maintained
a healthy dividend yield, never dropping below 2.24%. During the 2008 global financial crisis, the FTSE/JSE All Share Index had a maximum drawdown of 40%, and
the average equity fund had a maximum drawdown of 37%, while this fund had a drawdown of only 26%. This proves the fund’s ability to protect capital during times
of adverse market movements. Three-year rolling volatility historically has been below its Shopping List peers. However, this gradually has started elevating since the
beginning of 2014.

Current Portfolio Positioning
Over Q2 2017, the fund managed to beat, not only the FTSE/JSE All Share Index, but also the category average, returning 0.34 versus -0.39% and -1.79% respectively.
When taking into account a five-year period, the fund managed to rise by 12.25% per annum, marginally beating the FTSE/JSE All Share Index (12.19%). The biggest
sector exposure shift over the quarter was an increase in consumer goods and retail real estate, while consumer services, financials and local cash were trimmed
marginally. Consumer goods rose marginally (+0.63%) and listed property gained 0.91%. Consumer services had strong performances in April and May, but suffered
severe losses in June, rounding off the quarter with a return of 5.31%. Some notable counter-specific performances for the period included Bid Corporation Ltd.
(15.22%), Nestlé (14.56%) and Clicks Group Ltd. (9.99%), while MMI Holdings Ltd. (-11.58%), Life Healthcare Group Holdings (-10.31%) and Spar Group Ltd. (-10.17%)
detracted from performance. Valuations as per the price-to-book ratio have decreased over the quarter from 3.08 to 2.86 within the fund, with the price-to-earnings
ratio following suit, dropping marginally from 17.56 to 17.20.
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PRU D ENTIAL D IVID END M AX IM I SER
Fund manager

Consistency (No. of quarters)

Ross Biggs, Craig Butters and Rehana Khan

Benchmark

Risk Description

ASISA South African – Equity – General Category Mean

Role of Benchmark
Return Focus
Philosophy

High

Cognisant

Inception Date

02 August 1999

Relative

Fund Size (Rm)

R4 428

Glacier Risk Rating

Annual management fee
and performance fees

Fee Description (retail class)

Benchmark-cognisant, value investors

Total Investment Charge

8.28

Category

46

2.38%

Regulation

SA General Equity

No

Key Insights
The portfolio is constructed by keeping the mean of the general equity category in mind, and overweighting or underweighting certain positions based on Prudential’s
view of a stock’s fundamental value. Higher conviction stocks will be under-/overweighted by 3% to 4%, while lower conviction stocks will differ from the benchmark
by 1% to 1.5% respectively. The difference between the Prudential Dividend Maximiser and the Prudential General Equity Funds is the focus on higher dividend yielding
stocks, which isn’t truly reflected in the instrument selection locally and offshore. The Dividend Maximiser Fund will also tolerate a higher tracking error. The tracking
error may go up to 8%, but in general this is closer to 4%. The fund’s offshore exposure is gained by primarily investing in offshore unit trusts or index trackers providing
more liquidity and flexibility in terms of moving in and out of positions. The fund will use its maximum offshore allowance of 25%, should opportunities avail themselves.
The fund manages to exhibit a slightly better risk profile when compared to its in-house peer, the Prudential Equity Fund.

Fund Use
From a portfolio construction and financial planning perspective, this fund will work well as a core equity holding in a building-block approach that is focused on low
active risk. The investment horizon for this specific fund is medium to longer term. It will also blend well with more actively-managed, specialist SA-only funds such as
the Nedgroup Investments Entrepreneur Fund, as it is focused on small- or mid-cap stocks and completely benchmark-agnostic. Additionally, this fund will work well
when combined with the Foord Equity Fund in a well-diversified, building-block portfolio. This fund is a good alternative for investors seeking exposure to the broader
South African equity market that prefer a value-orientated investment philosophy, with a quality bias and high offshore exposure.

Qualitative Highlights
Prudential Portfolio Managers is a South African company held by M&G Investments, a global investment management firm, part of the bigger Prudential Plc group
incorporating various other companies. Prudential leverages off M&G’s global strategic and tactical asset allocation abilities. Two members of the asset allocation
committee attend an asset allocation meeting in London every quarter. The Prudential Dividend Maximiser is managed by Ross Biggs (15 years’ experience), Craig
Butters (19 years’ experience) and Rehana Khan (9 years’ experience). This was effective as of 1 June 2016, the fund previously managed by Marc Beckenstrater. They
are supported further by an extensive in-house analyst team as well as the broader M&G Investments Group. They have a relative, value-based investment philosophy
choosing to compare different equity holdings’ expected return with their historical expected returns, and also with their peers’ expected returns. Prudential uses a
clearly-defined investment philosophy and process focusing on its strengths of strategic and tactical asset allocation capabilities on a relative basis. Marc Beckenstrater
moved to M&G Investments Group in London on 1 March 2017 and is further building the offshore capacity for Prudential SA funds. This will enhance further the overall
capabilities that Prudential SA will be able to draw on in future.

Quantitative Highlights
This specific fund had some of the lowest drawdowns during the 2008 global financial crisis, reaching a loss of approximately 25%, compared to other funds like the
PSG Equity Fund which lost a staggering 44%. The fund is characterised by relatively low volatility and has shown consistent performance as per its three and five-year
rolling return figures up until the end of 2014. At this inflection point, performance started faltering when compared to its Shopping List peers. When compared to the
Prudential Equity Fund, this fund is expected to underperform slightly, but with lower volatility and drawdowns, leading to a similar risk-adjusted return profile as per
its Sharpe, Sortino and Calmar ratios, measured over the same rolling return periods. The dividend yield of the fund has started coming under pressure, not managing
to surpass that of the FTSE/JSE Dividend Plus Index.

Current Portfolio Positioning
The fund’s performance was tempered over the quarter, slipping 0.29%, managing to outperform not only the FTSE/JSE All Share Total Return Index (-0.39%), but
also the category average (-1.79%). When compared against its Shopping List peers, it was one of the top performing funds, while only being exposed to a moderate
level of volatility. There were only marginal shifts within the fund, with an increase in offshore exposure being the largest change to asset allocation. Within sectors,
basic materials and consumer services were trimmed, while technology and listed property exposure was increased slightly. As with a multitude of its peers, the
fund has been positioned to take advantage of counters which have a globally diversified footprint, mainly generating earnings offshore. The fund still focuses on
finding businesses which provide upside potential with acceptable dividend yields. Underweight exposure to Naspers, Steinhoff International, Mondi Plc and Mediclinic
International Plc detracted from performance, while overweight positions in Metrofile Holdings Ltd. and Nedbank Group Ltd. added to returns.
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P S G E Q UI TY
Fund manager

Shaun le Roux and Greg Hopkins

Benchmark

FTSE/JSE All Share Total Return Index

Consistency (No. of quarters)

12

Risk Description

High

Role of Benchmark

Agnostic

Inception Date

31 December 1997

Return Focus

Absolute

Fund Size (Rm)

R3 021

Fundamental, bottom-up, value approach with a key
focus on MOAT, management and margin of safety

Philosophy
Glacier Risk Rating

8.56

Category

SA General Equity

Fee Description (retail class)

Annual management fees

Total Investment Charge

2.13%

Regulation

No

Key Insights
This is a high-conviction fund with a strong emphasis on margin of safety, by avoiding shares that are deemed to be too expensive. Over the long term, the fund has
managed to generate consistent first and second quartile performance, without the likes of counters that enjoy high weights in the index. This has led the fund to be
uncorrelated to most of its peers. The fact that these top quartile performances were realised with such an uncorrelated portfolio, attests to PSG’s stock-picking ability
and global exposure. The fund is managed on a more concentrated basis with an average holding of around 50 stocks, including both local and offshore listed counters.
PSG is a process-driven investment house. Their disciplined investment process means that they may enter into positions early and consequently may exhibit higher
drawdowns and volatility over shorter periods of time.

Fund Use
The PSG Equity Fund will work well by combining it with other specialist funds such as small- or mid-cap or dividend-specific funds to form an investor’s combined
equity exposure. Alternatively, it will work well when combined with a more benchmark-cognisant fund, such as the Prudential Equity or SIM General Equity Funds.
Therefore, it will work well as a building-block fund that contains both local and offshore exposure. This fund typically will fulfil the role of the alpha generator in a
building-block portfolio. It is not suitable for a SA-only portfolio.

Qualitative Highlights
The investment team, both equity and fixed income, consists of 16 members. Shaun le Roux, the fund manager, has been responsible for managing this fund since 2002,
and has over 21 years’ investment experience, 18 of which have been gained at PSG. Greg Hopkins, CIO, recently has been added as co-manager on this fund. Greg
brings with him an additional 20 years’ experience. The fund manager and team are co-investors in this fund and therefore the interests of clients and the managers are
aligned. The investment process is well-articulated and structured to ensure that idea generation takes place effectively and that these ideas are vetted and brought to
fruition in a timeous manner. The asset management arm of PSG is part of the wider PSG group and can leverage off the group’s extensive resources and experience
should they need to. As a result, a culture of strong corporate governance is evident in the structure and process of investment committee meetings.

Quantitative Highlights
The fund has delivered consistent first and second quartile performances over rolling five-year periods since 2008. As with other PSG funds, the excess returns
primarily are delivered through stock-specific allocation versus market beta exposure. However, this can lead the fund to underperform when the market is in a strong
bull-run. The fund exhibits good risk-adjusted performance figures compared to peers and has managed to outperform its benchmark over all meaningful periods. The
fund has a low correlation based on total returns as well as excess returns when compared to its peers, and consequently will offer excellent diversification benefits. The
fund’s performance primarily is driven by the manager’s stock-picking ability as opposed to favouring any particular style, such as value, growth, quality or momentum,
although returns are more correlated with value as an investment style.

Current Portfolio Positioning
Over the quarter ending June 2017, the fund lost 4.81%, underperforming both the FTSE/JSE All Share Total Return Index (-0.39%) and the category average (-1.79%).
For the 2017 year, the fund slipped 1.50%, but had the lowest standard deviation when compared to its Shopping List peers. However, this fund had a stellar year in
2016 (+25.12%), and still maintains its longer-term return profile. The largest shift within the fund was an increase in exposure to foreign equity, almost maximising the
allowable limit. Cash was mobilised over the quarter, both local and offshore, reducing the overall cash balance marginally. Contrary to the majority of its peers, the
fund has not included large-cap rand hedges in their top ten holdings. This partially explains its uncorrelated movement when compared to the broader market. On a
relative basis versus the FTSE/JSE All Share Index, the fund was overweight in financials and underweight in industrials and real estate. Of the top holdings of the fund,
Brookfield Asset Management and Super Group Limited contributed the most to overall fund performance.
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S IM GE NE RAL E Q UI TY
Fund manager

Patrice Rassou

Benchmark

FTSE/JSE All Share Index

Role of Benchmark

Risk Description

High

Inception Date

26 June 1967

Relative

Fund Size (Rm)

R7 697

Bottom-up, pragmatic value

Glacier Risk Rating

8.54

Category

37

Cognisant

Return Focus
Philosophy

Consistency (No. of quarters)

SA General Equity

Fee Description (retail class)

Annual management fees

Total Investment Charge

1.88%

Regulation

No

Key Insights
Even though the fund’s offshore exposure is limited to 25%, it historically has remained lower, between 5-8%. Offshore exposure is a by-product of not being able to
find opportunities locally. The fund is managed on a benchmark cognisant basis, using the SWIX as a starting point. Average benchmark positions are considered to be
neutral, and these are subsequently over- or underweighted depending on conviction and risk levels. Based on the perceived risk, a counter can either be underweight
relative to the benchmark or be left out of the fund in totality. This will also depend on the size of the position in the benchmark, and if the conviction level is low
for a counter with a large position in the benchmark, it will be underweight, while counters with smaller positions can be left out altogether. If there is uncertainty
surrounding a counter’s valuation, they will hold a neutral position. The fund manager is also cognisant of peer holdings. However, this is not used to determine the
allocation of assets, but rather as a gauge for market sentiment

Fund Use
The fund is a benchmark cognisant fund, and will work well for an investor who is uncomfortable with a manager taking too much active risk, investing outside of
the benchmark. From a portfolio construction and financial planning perspective, this fund can be used as a core equity holding in a building block approach that is
focussed on low active risk, is peer cognisant and has minimal offshore exposure. The investment term for this fund is approximately three to five years. The fund will
compliment benchmark agnostic equity funds like the Marriott Dividend Growth and PSG Equity funds, and should reduce overall portfolio volatility.

Qualitative Highlights
The fund is managed by Patrice Rassou, who is supported by a large team of analysts. The fund employs a bottom-up pragmatic valuation process. A benchmark is
taken into account during portfolio construction. Counters are given an overweight allocation if they are deemed to be less risky and undervalued, while counters
deemed to be overvalued and more risky on a fundamental valuation basis are given an underweight allocation. This process allows for more time to be spent on actual
bottom-up valuation as less time is spent on trying to screen for possible investment ideas and the investable environment. It is, however, a more constrained approach
and would not necessarily be reflective of the managers’ best ideas.

Quantitative Highlights
The fund has a low tracking error compared to its benchmark. If active risk is taken, the fund compensates the investor sufficiently as measured through a higher than
average information ratio. The standard deviation of this fund’s outperformance relative to its benchmark is relatively low, as one would expect. When comparing this
fund’s performance to that of its peer category average, the fund not only outperforms its benchmark in times when the benchmark is down, but it also outperforms
the category average in times when the benchmark is positive. The fund typically will participate in more of the market’s upside, while being less exposed to that of the
downside. This fund has been a consistent long-term performer, delivering first and second quartile performance over rolling three and five year periods.

Current Portfolio Positioning
The fund had a tough quarter, slipping 0.68% into the red, underperforming the FTSE/JSE All Share Index which dropped 0.39%. However, it managed to outperform
the category average, which slid 1.79%. Over the period, the fund started trimming its basic material and industrials exposure, while upping its consumer services
and financials exposure. Offshore equity has also been increased marginally, but it is still a far cry from the 25% allowable limit. The fund has been positioned to
exploit opportunities in companies that are dominant within their industries and which have a geographically diversified footprint, not tying their earnings-generating
potential to any single region. These companies include large caps like Naspers, British American Tobacco and Steinhoff International. The portfolio manager has also
taken advantage of the selloff of financial stocks, buying quality counters at attractive valuations and dividend yields. These financial counters include household
names like Barclays Africa and Standard Bank. Notable performers over the quarter include Naspers and Mondi, up approximately 9.90% and 5.80% respectively, while
counters like Sasol (-6.20%) and Old Mutual Plc (-2.90%) lost ground over the period.
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SA - EQUITY - MID- & SMALL-CAP
Category Analyst: Luke McMahon
These portfolios invest in established smaller companies as well as in emerging companies. New investment by the portfolios are restricted to
fledgling, small and mid-cap shares only and at least 80% of the portfolio will be invested in fledgling, small and mid-cap shares at all times. Due
to both the nature and focus of these portfolios, they may be more volatile than funds that are diversified across the broader market.
Shopping List selection: Nedgroup Investments Entrepreneur Fund
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N E D G R OU P INVESTM E NTS ENTREP REN EUR
Fund manager

Anthony Sedgwick of Abax Investments

Benchmark

ASISA Category Average

Role of Benchmark
Return Focus

Risk Description

Aggressive

Inception Date

03 November 2003

Relative

Fund Size (Rm)

R2 005

Glacier Risk Rating

7.50

Category

18

Agnostic

Relative value with a strong focus on forecasting
earnings growth

Philosophy

Consistency (No. of quarters)

SA Equity Specialist: Small- & Mid-Cap

Fee Description (retail class)

Annual management fees

Total Investment Charge

1.99%

Regulation

No

Key Insights
Abax typically conducts research on about 140 stocks listed on the JSE. A ranking table is compiled from which stocks are chosen for all Abax funds with an equity
mandate. Stocks on this ranking table that fall into the small- and mid-cap range are then available for inclusion in the fund. Portfolios are compiled on a complete
benchmark and peer-agnostic basis, with the primary goal for the portfolio manager being to find companies that are relatively cheap with better growth prospects.
The fund may hold some large-cap stocks from time to time, gained from unbundling. However, it is not permitted to trade in these securities and they may only be
sold. The fund has a large-cap bias and therefore has a low tolerance for risk compared to peers. Identifying companies with high levels of cash is an important part
of Abax’s process, resulting in investment in companies with high levels of cash on their balance sheets. However, this fund holds a small illiquid position in MetroFile
but Abax believes that this is a strong and stable company. Credibility of management is of high importance and meeting with management is believed to add value
to the decision process.

Fund Use
This fund is ideal for an investor who follows a building-block approach to portfolio construction and who wishes to gain exposure to small- and mid-cap stocks by
combining them with a focused large-cap manager. It has a lower correlation with the JSE All Share and hence offers good diversification benefits from a portfolio
construction perspective. Small-caps consistently have outperformed the JSE All Share over longer periods of time but at increased qualitative risks. The Nedgroup
Investments Fund consistently has outperformed its peers in this sector and is an ideal choice should an investor want exposure to small- and mid-cap stocks. This fund
would work well with funds such as the Coronation Top 20 Fund or more benchmark-cognisant funds such as the SIM General Equity Fund and the Prudential Equity
or Dividend Maximiser Fund, bearing in mind that it offers no offshore exposure.

Qualitative Highlightsw
The fund has been managed by Anthony Sedgwick since 2006. Anthony has over 20 years’ investment experience, managing small-cap stocks since the 1990’s and
has been with Abax since 2003. The portfolio manager leverages off Abax’s larger equity team. It is a very stable team with very low staff turnover. All staff members
are shareholders in ABAX and therefore have a vested interest in building a sustainable, profitable business for the long term. Staff members also are encouraged to
co-invest alongside investors in the products that they manage. Abax concluded and announced an agreement with Affiliated Managers Group (AMG), a NYSE listed
US investment firm, to acquire a 25% equity stake in Abax. The AMG model is to partner with high-quality boutique investment management firms (including Veritas,
the managers of the Nedgroup Investments Global Equity Fund). They have established a reputation for providing each affiliated firm with complete independence
and operational autonomy. As part of the transaction, the four senior partners at Abax – Anthony Sedgwick, Marius van Rooyen, Omri Thomas, and Steve Minnaar
– have agreed to long-term commitments with the firm. They each have a ten-year employment contract, while the other four investment managers have signed fiveyear contracts. ABAX’s investment philosophy primarily is focused on identifying those companies whose future earnings potential is mispriced by the market. This
approach has been applied consistently over the past 12 years. The investment process is well-defined. It focuses extensively on relative performance evaluation and
combines sell-side research with the firm’s own proprietary analysis and modelling.

Quantitative Highlights
The Nedgroup Investments Entrepreneur Fund exhibits performance and risk figures that are consistently better than its category average and peers, with an exception
of the past two quarters. Over the past ten years, the fund has managed consistent first and second quartile performance. Over a rolling five-year return period, the
fund has outperformed on both excess returns and its ability to deliver alpha. This was achieved at volatility levels similar to peers. The fund does not have the lowest
standard deviation in the category, neither does it have the worst. Outperformance was such that, on a risk-adjusted basis, as measured by its Sharpe and Sortino ratios,
the fund managed to deliver superior results when compared to its peers. It captures more upside and less downside compared to peers and has one of the lowest
down-capture ratios. Therefore, when markets are down, the fund fares better, compared to its peers and the category average. However, the fund’s up-market capture
ratio has deteriorated in the short term when compared to peers in the category as it no longer captures most of the overall performance in up-markets relative to the
JSE Small-Cap Index. Over the longer term, however, it still maintains the highest up-market capture ratio, which illustrates the manager’s ability to outperform. This
fund has an attractive drawdown profile which can be attributed to its bias to larger-cap stocks in the small- and medium-cap category.

Current Portfolio Positioning
The quarterly performance of the fund (-4.02%) was better than the benchmark (-6.56%), and on an annual basis the fund returned 1.40% compared to the benchmark
performance of 0.20%. The fund’s performance is also better when compared to the JSE Small-Cap Index (J202T) which returned -7.72% on a quarterly basis. In terms
of sector allocation, the fund decreased its exposure to basic materials by 5.10%, from 11.86% to 6.76%, sold off information technology completely by 4.37%, and
decreased exposure to consumer services by 3.98% from 19.18% to 15.19%. Exposure was added to industrials by 10.53% from 16.53% to 27.06%, and the cash holding
in the fund was increased from 0.10% to 6.59% as opportunities in the small- and mid-cap space became highly limited. The fund’s exposure to large-cap rand hedge
stocks aided the fund’s performance over the quarter with Naspers returning 9.94% over the quarter and contributing the most (+0.44%) to performance. This was
followed by another Top 40 stock, Mediclinic, which returned 6.82% over the quarter and contributed 0.16% to performance. Reinet Investments and British American
Tobacco, which returned 1.1% and 1.36% respectively, were also other notable large-cap stocks that both contributed positively to performance. Small- and mid-cap
stocks detracted from performance as the small- and mid-cap indices declined by 2.8% and 3.5% respectively in June. Merafe Resources (2.35%) detracted the most
with a -23.35% return over the quarter and -0.62% detraction in the fund’s performance. KAP Industrials (5.91%) which is one of the largest holdings in the fund,
struggled significantly over the quarter returning -9.06% and detracting
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SA - EQUITY - FINANCIAL
Category Analyst: Imraan Khan
These portfolios invest at least 80% of the market value of the portfolios in shares listed in the FTSE/JSE financials industry group or
in a similar sector of an international stock exchange. Up to 10% of a portfolio may be invested in shares outside the defined sectors in
companies that conduct similar business activities as those in the defined sectors. Due to both the nature and focus of these portfolios
they may be more volatile than portfolios that are diversified across a wider range of FTSE/JSE industry groups.
Shopping List selection: Nedgroup Investments Financials Fund

Quartile Ranking

Risk-Reward: 5 Years Annualised

As of Date: 30/06/2017
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N E D GRO U P INVESTM E NTS FINANC I A LS
Fund manager

Kokkie Kooyman (Denker Capital)

Benchmark

ASISA South Africa Equity Financial

Role of Benchmark

Risk Description

Aggressive

Inception Date

03 November 2003

Relative

Fund Size (Rm)

R511

Fundamental bottom-up valuation-driven approach

Glacier Risk Rating

9.99

Category

30

Agnostic

Return Focus
Philosophy

Consistency (No. of quarters)

SA Equity Financials

Fee Description (retail class)

Annual management fees

Total Investment Charge

2.21%

Regulation

No

Key Insights
The Nedgroup Financials Fund is part of the Nedgroup’s best-of-breed strategic offering. The fund was initially managed by Debbie Tredoux from Quaystone. SIM
Global was launched in February 2004, and it was from September 2004 that Kooyman took over the management of this fund. SIM Global and SIM Unconstrained
have recently announced a merger between the two businesses. The new entity is called Denker Capital. Kooyman has over 26 years’ investment experience and has
been managing the fund for over 11 years. He is responsible for all investment decisions and the portfolio construction of the fund, and is fervent in selecting local
and global financial stocks. The team has spent 11 years building a platform and research team that has a strong ownership culture. The investment team consists
of 15 members. The team consists of five global equity analysts and two research assistants. Catherina du Toit resigned from the business at the end of December
2014 and her responsibilities were distributed within the team with some responsibilities falling back on Kooyman himself. The team has continued to strengthen its
financial research team by adding Barry de Kock (joined February 2015) and Ben Kooyman (appointed on a contractual basis since November 2014). The team mostly
is responsible for the global financial stocks, while Kooyman is responsible for the South African financial stocks.

Fund Use
This is an equity specialist fund and can be used by investors looking to take a view on the financial sector. This fund can also be used in numerous risk-profiled
portfolios, although it is vital for the investor to be cognisant of the risk exposure when exposed to a single sector. A key differentiating factor of this fund is its exposure
to offshore, leveraging off the Sanlam Global Financial Fund. Investors should therefore be cognisant that this is not a SA-only financials fund.

Qualitative Highlights
The fund is benchmark-agnostic and relies on a bottom-up research process focusing on valuations. Denker Capital believes that markets are inefficient and that
prices over time reflect the intrinsic value of the business. The team looks for companies that have a track record of generating shareholder value, which allows for
compounding, a good risk-adjusted return on equity, considerable evidence of a turnaround, and trading at a value below their intrinsic value. Travelling frequently
allows Kooyman to perform detailed fundamental analysis on foreign-based companies to ensure the qualitative factors remain high. He is not reluctant to include
foreign holdings and small caps in order to exploit market mispricing.

Quantitative Highlights
On a rolling five-year basis the performance of the fund consistently has been above the category average. This return has been achieved at higher volatility to the
category average over the same rolling period due to the fund’s foreign exposure. The fund’s maximum drawdown since inception was 46.35%, while the category
average was 41.58% - occurring during the financial crisis. However, in the last year the fund’s maximum drawdown has decreased substantially to 11.84% while the
category average was 16.92%. The fund’s standard deviation on a rolling three-year basis for the period of five years has consistently been lower than the category
average and consistently generated alpha above its peers over all periods.

Current Portfolio Positioning
The fund produced a return of -0.92% for the quarter, compared to the category average of -0.15%. It therefore produced fourth quartile performance over the
quarter. On an annual basis, the fund produced a return of 6.68%, which is approximately 1.35% ahead of peers, as the category average return was 2.01%. Another
poor month of performance for the JSE (-3.5%) and JSE Financials (-2.1%) took their respective six-month returns to 3.4% and -4.0%. Despite the strong rand (4.9%
for the six months), the JSE underperformed the MSCI World Index which returned 10.7% in US dollars for the six months. During the quarter, the fund increased
investment in banks to 26% and reduced insurers to 17.73% while tilting towards banks and insurers with strong balance sheets and good franchises, preferably with a
large percentage of earnings derived outside South Africa. Investments in the Sanlam Global Financials continued to perform well, returning 6.6% (in US terms) for the
quarter bringing the total return for the year to 16%. With regard to the sector allocation of the fund: during the second quarter the portfolio manager reduced exposure
to the insurance sector by 0.58% from 18.31% to 17.73%. The bank exposure was increased by 2.38% from 23.61% in Q1 to 25.99% in Q2, as they believe that investment
in good-quality companies during turbulent times benefits by being able to take market share often, by taking over weaker competitors. Exposure to financial services
was increased slightly by 1.88% from 32.28% to 34.16%. There was only one noteworthy change over the quarter and that was the purchase of a 2% investment in
Barclays-Absa and this was done when Barclays Plc placed a block of its holdings on the market at a discount. On an individual security level, the second quarter saw
minor adjustments to certain stock positions: Investec (-0.62%), Standard Bank (+1.44%), Sanlam (-0.12%), Old Mutual (-0.25%), First Rand (+0.59%), Barclay Africa
Group (+2.34%), Investec Plc (+2.91%), Nedgroup Ltd (-4.33%) and Sasfin (-0.62%).
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SA - EQUITY - INDUSTRIAL
Category Analyst: Shawn Phillips
These portfolios invest at least 80% of the market value of the portfolios in industrial shares listed on the Johannesburg Stock Exchange
or in a similar sector of an international stock exchange. Industrial shares include all companies listed on the JSE other than those shares
listed in the FTSE/JSE oil & gas, basic materials, and financials industry groups.
Shopping List selection: SIM Industrial Fund

Quartile Ranking

Risk-Reward: 5 Years Annualised
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S IM IND U STR I A L
Fund manager

Andrew Kingston and Marlo Scholtz

Benchmark

FTSE/JSE Industrial Index (J257)

Role of Benchmark

Risk Description

Aggressive

Inception Date

03 August 1966

Relative

Fund Size (Rm)

R1 614

Bottom-up, pragmatic value

Glacier Risk Rating

9.99

Category

46

Cognisant

Return Focus
Philosophy

Consistency (No. of quarters)

SA Equity Industrials

Fee Description (retail class)

Annual management fee

Total Investment Charge

1.91%

Regulation

No

Key Insights
The team will be biased towards mid-cap stocks, which is a function of the size of the majority of the counters in the sector. The SIM Industrial Fund, therefore, is
concerned with liquidity, the benchmark and its peers. The fund is the only one in the industrial category that utilises offshore investments. The general idea is to have
the offshore exposure between 3% and 5%.

Fund Use
The fund provides industrial equity exposure to a building-block portfolio looking to get exposure to the industrial sector. This needs to be managed actively in order
to avoid the risk of being over- or underexposed to industrials. This type of specialist fund can be included in numerous types of risk-profiled portfolios.

Qualitative Highlights
Andrew Kingston and Marlo Scholtz have co-managed the fund for more than five years. Kingston has over 15 years’ experience in the industrial sector and Scholtz
has over 10 years’ industry experience. Kingston is the head of equity research at Sanlam Investments (SI), where he is responsible for driving research efforts of
the respective analysts. SI’s pragmatic value investment style is reflected in this fund as the managers believe that long-run, real returns revert to the mean. The
portfolio managers are supported by six equity analysts and the small-cap team. The spread between the current price and the intrinsic value of a share will determine
opportunities and the level of conviction through the weight of the holding. SI has a highly qualified and experienced team. The senior team members have been with
SI for a significant period of time, which speaks to the stability of the investment team.

Quantitative Highlights
The fund consistently has outperformed the category sector average over one, three, five and ten years. The fund captures more of the upside and less of the downside
than its peers. It exhibits high levels of excess returns. The fund has a high correlation with its peers and the category as a whole, which makes sense considering that
there are only five funds in this specialist category. The fund can display higher levels of volatility in general than its peers, with slightly higher drawdowns. On a rolling
three-year basis over the past ten years (as at 30 June 2017), the fund has outperformed the FTSE/JSE SA Industrials TR Index 44.71% of the time.

Current Portfolio Positioning
The fund outperformed its benchmark and the category average in Q2 2017, returning 2.58%, while its benchmark returned 2.21%. For the year ending 30 June 2017,
the fund underperformed its benchmark, but outperformed the category average, returning 1.34% in comparison to the benchmarks return of 1.74%. A new holding
in the form of Aspen was added to the fund on the back of considerable price pressure and bad news regarding drug regulations. The portfolio managers added to
their holdings of Datatec and Dischem, while they trimmed their holding in Italtile, Richemont and Curro. Moreover, the fund’s entire holdings in Sappi, Mediclinic,
Mr Price and Woolworths were sold. The top ten holdings account for 75.74%, with Naspers accounting for 34.05%, British American Tobacco accounting for 11.46%
and Steinhoff accounting for 7.03%. The Naspers exposure viewed in isolation is unreal. However, the current average Naspers exposure in the SA Industrial category
is 27.24%. The fund’s sector exposure composition has remained relatively the same over the quarter. The fund’s sector exposure can be described as follows:
healthcare sector (3.27%), consumer services sector (45.80%), consumer goods (30.97%), industrials (5.62%), technology (5.27%), cash (6.36%) and international
(2.71%). Furthermore, the leading contributors to performance over the quarter were Naspers (+3.25%), Sovereign Food (+0.44%) and Datatec (+0.44%), while Adapt
IT (-0.56%), Curro (-0.37%) and Pick n Pay (-0.22%) detracted from performance.
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SA - EQUITY - RESOURCES
Category Analyst: Luke McMahon
These portfolios invest at least 80% of the market value of the portfolios in shares listed in the FTSE/JSE oil & gas and basic materials
industry groups or in a similar sector of an international stock exchange. Up to 10% of a portfolio may be invested in shares outside the
defined sectors in companies that conduct similar business activities as those in the defined sectors. Due to both the nature and focus
of these portfolios, they may be more volatile than portfolios that are diversified across a wider range of FTSE/JSE industry groups.
Shopping List selection: Investec Commodity Fund

Quartile Ranking

Risk-Reward: 5 Years Annualised

As of Date: 30/06/2017
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INVESTEC CO M M O DI TY
Fund manager

Daniel Sacks and Hanré Rossouw

Benchmark

FTSE/JSE Resources 10

Role of Benchmark
Return Focus
Philosophy

44

Risk Description

Aggressive

Agnostic

Inception Date

01 February 1995

Relative

Fund Size (Rm)

R 351.20

Relative value with earnings revision focus

Glacier Risk Rating

9.99

Category

Consistency (No. of quarters)

SA Equity Specialist - Resources

Fee Description (retail class)

Annual management fee

Total Investment Charge

2.21%

Regulation

No

Key Insights
The fund’s strategy places emphasis on finding reasonably valued stocks (in relative terms) where expectations of future profits are being revised upwards. Earnings
revision is a key variable to constructing this fund. At the onset of the investment process, a view is taken on the prospects of all commodity prices. Bottom-up
valuation allows the team to identify companies with strong corporate strategies and quality of operations. The fund managers display little attachment to stocks if
they feel the earning potential of a particular equity is deteriorating, despite its current valuation.

Fund Use
The Investec Commodity Fund is a resource specialist-equity fund. It can be utilised as a resource component in a building-block approach to constructing a diversified
equity model portfolio which also looks to express a view on the industrial sector. Resource counters include mining, minerals, energy, natural resources and other
commodity stocks. The fund can also be used to construct various other risk-profiled model portfolios. However, it is important to be cognisant of the risks associated
with an investment’s exposure to a single sector.

Qualitative Highlights
Daniel Sacks has been managing the fund since 2002 while Hanré Rossouw joined as co-manager in 2013. Hanré covers precious metals, frontier and emerging market
resources within the Investec commodities and resources team. Prior to joining Investec in 2013, Hanré was the Chief Financial Officer of Xstrata Alloys overseeing
Xstrata Plc’s chrome and platinum interests in South Africa. Sacks’ strong economic background may be seen as an added advantage in the valuation process. The
combination of expertise in investment banking, economics, and commodity industry and portfolio management enables the team to take advantage of unique
investment opportunities. Fundamental to the investment process is core valuation measures which are calculated and the output from the valuation model used to
identify future upgrades or downgrades in earnings. The portfolio managers also leverage off the strong investment capabilities of the Investec equity team. They are
directly supported by Unathi Loos who is a portfolio manager with co-portfolio management responsibilities for the South African resources strategy as well as the
small-cap strategy, within the global 4Factor equity team. She is also responsible for the analysis of the South African listed chemicals and other general small-caps
companies.

Quantitative Highlights
The fund has consistently outperformed its benchmark on a risk-adjusted basis over the long term, based on five-year rolling excess returns and alpha. The fund has
also delivered consistent long-term risk-adjusted returns above those of peers based on a five-year rolling peer group average Sharpe ratio. The fund experienced
larger drawdowns compared to peers, more so between 2008 and 2013. These drawdowns were, however, still better than the benchmark. The fund also offers the
lowest downside risk over the long- and medium-term amongst all its peers, which is significant due to the volatility associated with the resources and commodities
sector.

Current Portfolio Positioning
Over the quarter, the portfolio (-11.48%) significantly underperformed the Resources 10 Benchmark (-6.08%). The portfolio (+2.09%) also marginally underperformed
the benchmark (+2.39%) on an annual basis. Q2 2017 was tough for the resources sector, with the benchmark index falling 8.3%. As bulk commodity prices finally
collapsed and precious metals struggled, earnings estimate revisions started to turn negative. The outlook for commodity demand remains uncertain for the remainder
of 2017 due to commodity prices being driven by expectations regarding US interest rate hikes and Chinese demand, which is directly influenced by its economic
stimulus plans. With a weak run in commodities over the quarter, the fund’s exposure to general mining was decreased by reducing exposure to general miners such
as Anglo American (-4.10) and BHP Billiton (-3.62%). The portfolio managers see value in precious metals and added further exposure by increasing the fund’s holding
in this sector by being bullish on gold and platinum mining over the quarter. Although the thesis for these investments detracted from performance over the quarter,
the portfolio managers are aware that it will take some time for their conviction to materialise, particularly in the platinum sector. The tilt toward mining-related
resources over the quarter resulted in a further reduction in exposure to forestry and paper to 14.62%. Exposure to chemicals was relatively unchanged through the
fund’s holding in Sasol. Their preference for base metals over bulks also worked well, with an overweight in Glencore and underweights in Kumba, Assore and African
Rainbow Minerals all adding to returns. Bulk commodities which had shown remarkable resilience in Q1 gave way during Q2 and Q1 winners like Exxaro detracted
from performance. On a security level, overweight exposure to Sibanye (+1.81%), Anglo American Platinum (+4.27%), Glencore (+5.70%) and South32 boosted returns
as gold and platinum prices drifted higher on the back of US dollar weakness. The largest active overweight positions were in Impala Platinum Holdings (+6.87%)
and Glencore Xstrata (+5.70%) which had relative return contributions of -0.82% and 0.03% respectively. The stocks which contributed the most to performance
were Sibanye Gold (+0.55%), Anglo American (+0.20%) and Anglo American Platinum (+0.18). Whilst the largest detractors came from overweight positions in a
Sibanye Gold corporate bond (-1.56%), Impala Platinum (-0.82%), Exxaro Resources (-0.73%) and a large underweight position in BHP Billiton which detracted -0.74%
from performance. During the quarter, Sacks and Rossouw sold shares where they believed forecasted earnings per share (EPS) were below market consensus and
purchased those above, resulting in the fund becoming less defensively positioned. The portfolio managers continued to buy precious metals miners AngloGold
Ashanti and Impala Platinum. Weak results and a strong rand have caused earnings expectations to fall for these companies. However, the portfolio managers believe
these expectations will bottom as precious metals prices strengthen on the back of a weaker US dollar. Sibanye was also added to the portfolio as the valuation, now
given its exposure to palladium, has become more compelling. They continued to be sellers of bulk commodity miners such as BHP and Exxaro.
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GLOBAL - EQUITY - GENERAL
Category Analyst: Jan Vlok
These portfolios invest in selected shares from equity markets across the globe. They do not subscribe to a particular theme or investment
style and will be invested across all market sectors, as well as across the range of large-, mid- and smaller- Cap shares. The portfolios offer
medium to long-term growth as their primary investment objective. A minimum of 80% of the market value of the portfolio is invested
in equities.
Shopping List selection: Investec Worldwide Equity Feeder Fund, Nedgroup Investments Global Equity Feeder Fund,
Old Mutual Global Equity Fund, Glacier Global Stock Feeder Fund

Quartile Ranking

Risk-Reward: 5 Years Annualised

As of Date: 30/06/2017
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GLAC IE R GLO BAL STO C K FE EDER
Fund manager

Consistency (No. of quarters)

Dodge & Cox Investments

Benchmark

Risk Description

MSCI World

Role of Benchmark
Return Focus
Philosophy

Aggressive

Agnostic

Inception Date

07 February 2017

Relative

Fund Size (Rm)

R50

Fee Description (retail class)

Bottom-up, valuation-based

Glacier Risk Rating

Annual management fee

Total Investment Charge

9.99

Category

3

1.60% (pro-forma)

Regulation

Global Equity General

No

Key Insights
The Glacier Global Stock Feeder Fund is a rand-denominated fund and invests directly into the Dodge & Cox Global Stock Fund (USD class). Dodge & Cox is one of the
largest and most experienced money management firms in the world. The three qualitative factors that stand out are the size, experience and stability of the investment
team; the rigour of the investment process; and the independence of the firm and active employee ownership. The fund is managed on an absolute basis, targeting
superior long-term returns. Although the benchmark is the MSCI World Index, the fund typically tends to have significant emerging markets exposure relative to the
benchmark, which speaks to their absolute focus. The fund is moderately concentrated, typically holding around 80-90 stocks in the portfolio. The fund will, under
normal circumstances, consist of at least 40% non-US securities.

Fund Use
The Glacier Global Stock Feeder Fund is suitable for investors seeking absolute return-focused global equity exposure across both developed and emerging markets.
The fund can be used to achieve additional global exposure in a multi-asset portfolio or as the global equity carve-out in a building-block portfolio.

Qualitative Highlights
Dodge & Cox was established in 1930. The team is led by very experienced investment professionals with an average tenure of more than 20 years. The investment
team consists of more than 70 individuals. The size of the team allows for greater coverage and identification of investment ideas. To ensure that all ideas are shared
and discussed, Dodge & Cox has created sector committees where analysts are given the opportunity to present their best ideas. These are then ‘escalated’ to policy
committees by sector committee leaders, who are senior investment team members themselves. Decision-making at Dodge & Cox is ultimately the responsibility of
five policy committee teams. The rigour and discipline of the investment process is definitely a qualitative highlight of the Global Stock Fund. The process is clear and
defined. All stocks go through individual analyst assessments, a team-based review, (called sector committee meetings), and a collective judgement-based review
(called the policy committee) by the most experienced investment team members. The standout attributes are that the company is completely investment-focused,
independent and wholly-owned by active employees. The team therefore only focuses on generating the best possible returns and is not distracted by fund inflows
or generating performance fees.

Quantitative Highlights
*Please note that the returns highlighted below reflect the performance and risk metrics of the Dodge & Cox Global Stock Fund, translated into rand-denominated
figures. The Glacier Global Stock Feeder Fund will aim to be fully invested in the fund, within the allowed CICSA constraints. The fund has managed to beat its
benchmark on an annualised basis since inception on 1 December 2009, as well as over-static periods of year-to-date and longer. The fund also has managed to
produce returns in excess of the category average, consequently maintaining top-quartile performance for annualised performance since inception. On a rolling fiveyear basis, the fund has maintained top quartile performance since inception, with the exception of the Q2 performance during the period January to July 2011. On the
same five-year rolling basis, the fund has outperformed the Global Equity category average 98% of the time since inception and the MSCI World Index 100% of the time
since November 2011. Although the fund had larger drawdowns and volatility in its earlier years, it has compensated for this by maintaining top-quartile risk-adjusted
performance on both an annualised and rolling five-year basis since inception. Consequently, the fund produced superior risk-adjusted returns relative to the category
100% of the time since inception.

Current Portfolio Positioning
The fund delivered a negative return of -0.36% over Q2 2017, underperforming both the General Equity category average and passive alternative, the MSCI World
Index, by 2.1% and 1.06% respectively. During a period in which global equities rallied, this type of underperformance is expected, given the value undertone of the fund.
The fund remains invested in companies that have attractive long-term prospects over a three- to five-year investment horizon. Detractors from performance during
the quarter included weak returns from energy stocks, in particular, Weatherford International (-42%), Anadarko (-27%) and Petrobras (-19%). The managers saw the
underperformance of the sector as a buying opportunity, selectively adding to their exposures. Financials also detracted on a relative basis, along with information
technology, as it underperformed the index sectors, highlighted by Itau Unibanco (-8%), Barclays (-6%) and HP Enterprise (-6%). Contributors to returns for the quarter
were underpinned by healthcare stocks, enhanced by superior selection as well as being held at a significant active weight versus the benchmark. Key holdings Alnylam
Pharmaceuticals rocketed 56% and Novartis was up 12%. Furthermore, emerging market holdings aided returns as JD.com (+26%), ICICI Bank (+17%), Samsung (+14%)
and Naspers (+13%) performed well. Looking at regional allocation changes over the quarter, the most notable was a decrease in US equities by 1.8% to 45% of fund and
at a 14.3% underweight exposure, whilst cash was increased by 1.7%, currently 4.2% of the fund. Other changes included additional 1% European exposure to 23.4% of
assets and 6.2% overweight whilst UK assets were decreased by 0.5% to 8%, although still a 1.4% overweight versus the MSCI World Index. Emerging markets increased
by 0.3% and now form 17.4% of the fund. On a sector basis, top representatives, financials and consumer discretionary, were decreased by 0.7% to 24.7% and 0.9% to
19.1% of fund respectively, both overweight exposures in excess of 6% versus the index. On the other hand, industrials and healthcare, increased by 0.8% each to 4.8%
and 18.8% of the fund respectively, growing the overweight healthcare positioning. The biggest underweights in the fund remain industrials and consumer staples. The
fund is well-positioned to benefit going forward, as the fund price-to-earnings ratio of 14.9 times is well below that of the MSCI World Index of 16.5 times. The portfolio
remains well-diversified across sectors and countries, with 22 regions being represented.
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IN V E STEC WO RLDW ID E EQ U ITY FEEDER
Fund manager

Global 4Factor Team

Benchmark

MSCI AC World NR Index

Role of Benchmark
Return Focus
Philosophy

52

Risk Description

Aggressive

Cognisant

Inception Date

01 March 1995

Relative

Fund Size (Rm)

R4 046

Bottom-up research, style-agnostic

Glacier Risk Rating

9.99

Category

Consistency (No. of quarters)

Global Equity General

Fee Description (retail class)

Annual management fee

Total Investment Charge

2.21%

Regulation

No

Key Insights
The Investec Worldwide Equity Feeder Fund is more benchmark-cognisant when compared to its Shopping List peers. They conduct a rigid quantitative screening
model and therefore may miss out on good investment opportunities where the scoring falls below the required 11. There is a big focus on quantitative screening and
modelling risk. The fund targets a maximum tracking error of 7% against its benchmark. The addition of Rynhardt Roodt, previously of the SA Equity team, to the UKbased team, is perceived to be positive. However, the development will be closely monitored.

Fund Use
The Investec Worldwide Equity Feeder Fund is suitable for building-block portfolios for offshore equity exposure, if the investor is looking for more of a benchmarkcognisant, relative, focused global equity carve-out. The fund can be used in numerous risk-profiled portfolios.

Qualitative Highlights
The fund feeds directly into the Investec Worldwide Equity Fund managed by the Global 4Factor team led by James Hand. Until 30 November 2015, it fed into the
Investec GSF Global Equity Fund. Both funds follow the same philosophy and process, but the Investec Worldwide Equity Fund focuses on larger, more tradeable
stocks. It is also a more concentrated portfolio with approximately 80 securities compared to the historical average of 100-120 securities held in the Investec Global
Equity Fund. This has resulted in a marginally higher return target (increased from 2-3% to 3%), without materially increasing risk. The team comprises eight other
strategy leaders, 12 global analysts and two members in the analytics team. Each analyst is responsible for share selection within each of the super-sectors globally
and the analytics team is responsible for maintaining the 4Factor quantitative screening model. The 4Factor strategy employed is based on the premise that over
time, share prices are driven by four key attributes: strategy, value, earnings and technicals (supply and demand dynamics). Strategy aims to identify companies
that create wealth for their shareholders by increasing cash flows. Value focuses on companies which are trading at a discount relative to their fair value. Earnings
revisions, specifically upward revisions, coupled with investors’ over- or under-reactions to new information, are an indication that this positive trend will continue.
When looking at technical expertise, specific attention is paid to trends regarding sentiment towards a share, i.e. share price trends. These four factors combine the
best of traditional and behavioural finance theory. They follow an extremely structured investment process. They use their proprietary stock-scoring tool that applies
the four factors in order to identify high-quality companies with attractive valuation, improving operating performance and a rising share price relative to the market.
Each factor is given a possible score of four and a share can thus score a maximum of 16. Shares with a score above 11 are considered as potential ideas for inclusion
and are researched further. After initial screening, the highly-skilled analysts are responsible for the qualitative and fundamental research on the stocks selected and
have the final say in the portfolio construction. There is careful consideration given to the risk each stock will bring to the entire portfolio. Diversification is achieved
by looking at correlations and the beta of the portfolio. A very strong sell-discipline is maintained and once a stock reaches fundamental value or the score falls below
ten, a meeting is held to discuss the investment case. The default is to sell. However, portfolio managers will have the final decision. Following a broader company
trend of investment teams becoming globally integrated, the SA Equity & Multi-Asset (SAE&MA) team has become part of the Global 4Factor team. Consequently,
former co-head of SAE&MA, Rhynhardt Roodt, has been promoted to co-head and co-portfolio manager of the 4Factor team, relocating to the UK. This development
is not expected to result in any changes seeing as these team leaders have been working closely together for a number of years, but a keen eye will be kept on how it
plays out. In light of the addition, James Hand will relinquish his role as co-head and assume a role in the CIO office focusing on research but on a reduced time-basis.

Quantitative Highlights
The fund delivered above-average five-year rolling returns 99% of the time since the five-year period ending mid-2004, and 91% of the time since inception, with
slightly higher volatility than peers. The added volatility has been compensated for, in that the fund has managed to deliver above-category-average, risk-adjusted
returns over the same period and 89% of the time since inception. Over longer periods the fund has also achieved this by observing lower drawdowns than peers.
During the financial crisis, the fund experienced slightly lower drawdowns (-34.6%) than both the category average (-35.5%) and the MSCI ACWI (-35.5%) as well as
delivering a better drawdown profile compared to peers 80% of the time since inception. The fund has, for periods longer than three years, managed to outperform
the category average, maintaining first or second quartile performance over these periods and has just beaten the MSCI World Index since inception of the fund. Of all
the Shopping List funds, this one exhibits the highest beta since inception, as a benchmark-cognisant fund should.

Current Portfolio Positioning
The fund delivered a satisfactory return of 2.98% over Q2, amounting to outperformance of the Global Equity General Category average and passive alternative, the
MSCI World Index, by 1.14% and 2.28% respectively. On a year-to-date basis, the fund also comfortably outperformed both the category and passive alternative by 2.66%
and 4.18% respectively. Detractors from quarterly performance was led by automobile components, although only 1.5% allocation to the sub-sector, followed by energy
shares with the largest absolute negative contribution. Amongst other market segments, utilities, materials and media were the only negative contributors, dampened
by the fact that these sectors carry less than 15% of total fund. On the other hand, the leading contributor to performance was real estate, through superior security
selection, followed by consumer services, but at less than 4% combined allocation. Top sub-sector holdings – banks, software and related services – contributed most
to returns in absolute terms. Other notable contributors included insurance, transportation and semi-conductors. On a stock-specific basis, Aena SA (+22.4%), Paypal
Holdings (+21.9%) and WH Group (+17.9%) were the top gainers, whilst Subaro Corp (-10%), CBS Corp (-10%) and Imperial Brands (-8.8%) were the biggest losers over
the quarter. When considering geographical changes in the portfolio make-up, emerging markets were decreased by 2.7% to 7.4% of fund, providing some insight as to
expectations going forward, along with Japanese exposure declining by 1% to 6% of fund and a 2.7% underweight versus the benchmark, the MSCI World Index. North
American holdings were increased by 1.8% to 50.2%, moving closer to the benchmark, but still a significant underweight. European exposure climbed 1.2% to 19.7% of
fund, reinforcing the overweight allocation against the benchmark. The fund is also still overweight in Asian and UK equities over the MSCI World index, following a
slight increase and reduction respectively on the regions. From a sector perspective, the biggest move was a 1.9% decrease in oil & gas stocks to 4.6% of fund, following
a glut of global underperformance for the sector. Other changes included a 0.6% reduction in financials. The sector still represents the largest active weight (+4.2%)
over the benchmark, at 22.2% of fund, changing places with technology, which was reduced by 0.9% to 19.4% at a 3.8% overweight position.
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N E D G R O U P IN V ESTM ENT GLO BAL E Q U ITY FEEDER
Fund manager

Veritas Asset Management LLP

Benchmark

ASISA Global Equity General mean

Consistency (No. of quarters)

12

Risk Description

Aggressive

Role of Benchmark

Agnostic

Inception Date

01 October 2001

Return Focus

Absolute

Fund Size (Rm)

R10 798

Style-agnostic, top-down, bottom-up, valuation-driven
approach, with a big focus on quality and absolute
returns.

Philosophy
Glacier Risk Rating

9.97

Category

Global Equity General

Fee Description (retail class)

Annual management fee of feeder is 0%; fee
charged in the offshore fund

Total Investment Charge

1.60%

Regulation

No

Key Insights
This is a very concentrated portfolio that typically will hold between 25 and 40 stocks. The managers follow a strong absolute-return mindset – absolute, and not
relative valuations are considered. This fund can also have a large allocation to cash (tactical holding of a 20% maximum) if the portfolio manager can’t find enough
attractive investment opportunities. This also speaks to their absolute return-focus – they will not just be invested fully because it’s an equity fund. Historically, the cash
component has been held in a deposit account, but the team is working on a project to earn a better yield on these assets through money market accounts. They follow
a very structured investment process that screens out stocks with a market cap less than $3bn, primarily for liquidity reasons. Relative to the Investec fund which only
screens out below $1bn, this fund may miss out on some investment opportunities in the small-cap space. Global equity mandates are one of the key strategies that the
company focuses on and comprises 95% of assets under management. Managers’ interests are aligned in that they invest in their own funds alongside those of clients’.
The appointment of Ian Barnes as CEO, alleviates some operational responsibility from the senior investment team members, which shows their true investment focus.

Fund Use
The Nedgroup Global Equity Feeder Fund is suitable for building-block portfolios (for offshore equity exposure), if the investor is looking for more of a concentrated
absolute-return focus, global equity carve-out. The fund primarily invests in developed market equity, with little emerging market exposure. Therefore, the fund can be
used in numerous risk-profiled portfolios seeking global developed market exposure.

Qualitative Highlights
Veritas was established in 2003 with a philosophy focusing on real returns. Their two-pronged strategy encompasses global equity and Asian equity mandates. In
partnership with their clients, they align their interest as owners by investing in their own funds alongside those of their clients and on the same terms, i.e. the same
fee classes. Andy Headley, the fund manager, ultimately is responsible for the global strategy. The co-manager is Charles Richardson. There are six career analysts who
focus on specific sectors. Theme generation drives the majority of their stock ideas. Themes, more often than not, have a macroeconomic backdrop. So it is fair to say
that the idea-generation process is a combination of top-down and bottom-up factors. However, stock selection ultimately drives performance attribution. They follow
a very structured investment process with the aim of identifying quality companies, i.e. companies with competitive advantage coupled with high barriers to entry, cash
generative abilities and a business model that is not easy to replicate. Ideas are generated by identifying themes, using proprietary insights and quantitative screening.
The valuation process focuses on the company’s ability to generate cash for shareholders. These cash flows are modelled and discounted at a constant rate of 10% so
that a value (the internal rate of return) of the company over a five-year investment horizon is established. Their aim is to buy stocks that generate a 15% total return
(IRR) over that timeframe. Protection of capital is of primary importance to Veritas when constructing portfolios, which are constructed independently of benchmark
(no tracking error target) or peers. This results in a concentrated portfolio of between 25-40 stocks with any individual counter carrying a maximum weight of 8%, any
sector a maximum of 30% and any regional exposure is kept to a maximum of 40%. A strict sell discipline is maintained and a share will be sold when there is either
a qualitative thesis breach or it reaches its five-year intrinsic value, or the transitional terminal value (terminal value discounted at 7%) is reached during the five-year
time horizon. Veritas recently appointed CEO, Ian Barnes, so that the senior investment team members can focus solely on investment management, without being
responsible for operational issues.

Quantitative Highlights
On a rolling five-year basis, since inception, the fund has outperformed the Global Equity General category on average 74% of the time. However, since February 2009,
on the same rolling basis, the fund has outperformed peers 100% of the time. On a static basis, the fund has outperformed the MSCI World Index over a one-, three-,
five-, seven- and ten-year period, whilst maintaining first or second quartile positions throughout. Consequently, the fund has a higher average monthly return versus
the MSCI World Index. A notable fact is that the fund has managed this whilst maintaining the lowest equity exposure amongst Shopping List peers. Over rolling fiveyear periods the fund has exhibited more volatility than peers 95% of the time, but has compensated for this by maintaining superior risk-adjusted returns 91% of the
time and consistently since February 2009. However, since inception, the fund has exhibited lower volatility versus its benchmark. During the 2008-2009 period, the
fund experienced greater drawdowns (-39.5%) than both the category average (-35.5%) and the MSCI ACWI (-35.5%), but since May 2010, has managed lower downperiod percentage and drawdowns versus its Shopping List peers.

Current Portfolio Positioning
The fund delivered an excellent return of 6.49% over Q2 2017, comfortably outperforming the passive alternative, the MSCI World Index, and General Equity category
average by 5.79% and 4.65% respectively. On a year-to-date basis, the fund returned 11.70%, performing 7.27% and 5.75% better than the passive alternative and
category average respectively. Regions contributing the most to quarterly performance was the UK, closely followed by Europe, and in both cases enhanced by
effective stock selection, whilst North America, Africa and the Middle East exposures contributed least. With regards to sector contributions, industrials offered the
best return over the quarter highlighted by successful selection, followed by utilities, which was only at a 1% weight though. Financials and telecommunication services
also contributed, whilst consumer stocks provided the least contribution. The largest portfolio representatives, health care and information technology, performed in
line with the fund. On a stock level, only one share had a negative return over the quarter, at a relatively low weight of 2.6%, whilst the top five contributors all returned
in excess of 20%. When looking at changes in the fund asset allocation, one can usually expect little movement, as the portfolio is a high conviction, concentrated
long-term portfolio. However, notable additions on sector level include a 2.2% increase in industrials to 19% of fund whilst 2.6% cash was deployed in new opportunities
and now 10.3% of assets. Other notable changes include a 1.2% increase in healthcare, solidifying the top represented sector at a 22.7% weight, and a 1.28% increase
in utilities to the highest level in 2.5 years. Regionally, only developed Asia exposure was reduced by 1.3% to 8% of fund, whilst European, UK and North American
exposure was increased to 20.7%, 50.1% and 10.9% of fund, respectively. The fund managers remain very vigilant of the current rich valuations, in part caused by ever
lower risk-free yields, as well as the low probability earnings growth coming through on these pricey shares. They selectively have been including “fallen angels” in the
portfolio, characterised as previously high-quality stocks which experienced issues of late, incorrectly pushing down market prices and creating an opportunity for
long-term outperformance.
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O L D M U TUAL GLO BAL E Q U ITY FEEDER
Fund manager

Ian Heslop, Amadeo Alentorn and Mike Servant

Benchmark

MSCI AC World NR Index

Role of Benchmark

Risk Description

Aggressive

Inception Date

17 May 1995

Relative

Fund Size (Rm)

R11 700

Quantitative, valuation-driven

Glacier Risk Rating

9.99

Category

4

Cognisant

Return Focus
Philosophy

Consistency (No. of quarters)

Global Equity General

Fee Description (retail class)

Annual management fee

Total Investment Charge

2.25%

Regulation

No

Key Insights
This team has a unique systematic approach to managing this fund. All research efforts by the team are focused on enhancing the model used to select stocks and
rebalance the portfolio. The fund previously has had up to 40% of the exposure in off-benchmark stocks with a maximum holding in each of these stocks of up to
0.5%. Off-benchmark stocks are chosen from the same regions and countries that the benchmark positions come from. The fund exhibits, on average, 88% similarity
with its benchmark from a sector perspective. The fund’s investment process is built around five key factors: dynamic valuation or quality; sustainable growth;
analyst sentiment; company management; and market dynamics. These factors are implemented independently, bolstering diversification within the portfolio. Key to
weighting these different factors in determining a score on a security level is determining the market environment, i.e. the risk environment and market sentiment. The
fund is very active, characterised by a high weekly turnover. However, trading is managed as part of their model and costs on a very conservative basis. The fund’s
unique process has positioned it ideally to take advantage and compete with a proliferation of high frequency and algorithm trading strategies. The introduction of an
ESG factor into their quantitative model is a new development in their investment process, effecting company valuations and thus decisions.

Fund Use
The Old Mutual Global Equity Fund is suitable for investors seeking a broad-based, diversified exposure to developed global market equities. The fund is ideal for
investors with a long-term time horizon, who are able to stomach short-term volatility and drawdowns. The fund can be used as a single, stand-alone fund offering
global equity exposure as part of a wider diversified portfolio or it can be used in conjunction with other global equity managers. Managers that follow a more
concentrated fundamental approach or pure top-down macro approach would work equally well in conjunction with this fund.

Qualitative Highlights
The Old Mutual Global Equity Fund is managed by the Old Mutual Global Investor’s Global Equity team. Ian Heslop has been managing the fund since 2004, and he
is supported by two other fund managers, Amadeo Alentorn and Mike Servent. The team leverages off external research provided by an academic advisory board
who are experts in the accounting, mathematics and statistics fields of study. All investment ideas are generated within the team, but the academic board will do the
preliminary research, present on current investment topics and produce reports of interest to the team to evolve their ideas. This assists the team to gauge different
views on how markets misprice, and to identify stocks that are mispriced. Exposure to benchmark stocks are weighted and have stock, sector and country limits. The
four major regions that the fund is spread across are plotted on a risk (realised volatility and unpredictability of the future) versus sentiment (pessimism or optimism)
graph on a daily basis. This is so that current conditions and outlooks are incorporated into the model at all times. There are five criteria which cover quantitative and
qualitative measures: dynamic valuation; sustainable growth; analyst sentiment; company management and market dynamics. These criteria are implemented to be
as uncorrelated as possible, allowing the components to work independently of one another, thereby increasing diversification. These five stock selection criteria are
combined to produce a single balanced forecasted return for each stock in the universe. Stock return forecasts are used in an optimisation process to construct the
most efficient portfolio. Stock selection weights are driven by styles which dominate under current market conditions. Ultimately, the model will produce a portfolio
which is not concentrated, resulting in potentially lower volatility, smoother long-term returns and good diversification. A recent addition to their process is an ESG
overlay, given the company-wide focus, but also due to the fact that ESG adds to alpha over time. ESG considerations now have been added to the quantitative model,
applicable on every level of valuations.

Quantitative Highlights
On a rolling five-year basis, since inception, the fund has delivered returns in excess of the Global Equity General category on average 88% of the time. However, since
March 2006, on the same five-year rolling basis, the fund has outperformed peers 100% of the time. The fund consequently outperformed its benchmark, the MSCI
World Index, over static one-, three-, five-, seven, and ten-year periods, subsequently maintaining a top quartile position over all these periods and indicating the
consistent long-term performance over different cycles. The fund also boasts with an impressive average rolling one-year return of 15.4% since inception. It also has
typically displayed a higher volatility profile, as measured by standard deviation, than the category average, as it only produced lower five-year volatility 2% of the
time versus peers. Despite the higher volatility, the fund has produced superior, risk-adjusted returns 99% of the time over peers, indicating that the fund compensates
investors well for the increased levels of volatility. The fund may experience higher levels of volatility and drawdown over shorter periods of time, but it is over longer
periods where the fund’s quantitative performance characteristics really start to look impressive. Since July 2010, however, the fund has exhibited better drawdown
than peers 92% of the time.

Current Portfolio Positioning
The fund returned a modest 1.63% over Q2, slightly underperforming the category average performance by 0.19%, but outperforming the passive alternative, the MSCI
World Index, by 0.93%. Over the year-to-date, the fund delivered a performance of 6.2%, outperforming both the category average and passive alternative by 0.25% and
1.77% respectively. Performance amongst the fund’s stock selection components – dynamic valuation; sustainable growth; analyst sentiment; company management
and market dynamics – was quite mixed. Market dynamics detracted from performance due to their deployment of stock and industry level momentum in the fund.
On the other hand, the analyst sentiment component contributed to performance through price arbitrage. Another contributor was the company management
component, which concentrates on management decisions over time. Changes in the fund’s sector allocation over Q2, was highlighted by a 2.86% reduction in utilities
to 1.83% of fund as well as a 2.63% trimming of financials to 15.53% of fund, now underweight versus the benchmark, the MSCI World Index. A very notable change
to exposure was the introduction of real estate at 2.4% for the first time in at least six years, however, still at underweight levels compared to the benchmark. Other
exposure shifts include an increase in industrials by 2.62% to 14.5%, solidifying the overweight position in the sector to 3%, as well as decreasing utilities by 2.86% to
1.83%, a level last seen during 2015. Consumer discretionary has also been bumped up by 1.12% to 12.44, a marginal overweight, as global inflation and demand have
been showing signs of emergence. Energy stocks remain the fund’s largest underweight (-3.95%) whilst information technology represents the most active exposure
(+4.22%) over the benchmark. From a regional perspective, the fund is underweight in North America and UK assets, currently 59% and 7.7% allocations respectively,
versus marginal underweight exposure to European and Japanese equity, currently 17.4% and 8.2% of fund, respectively. The managers find that sentiment has
improved globally, particularly in the US as volatility has also come down somewhat recently, and subsequently the risk-off mood largely has receded across regions.

Long Term Asset Allocation
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GLOBAL - REAL ESTATE - GENERAL
Category Analyst: Shawn Phillips
These portfolios invest in listed property shares, collective investment schemes in property and property loan stock and real estate investment
trusts. The objective of these portfolios is to provide high levels of income and long-term capital appreciation. These portfolios invest at least 80%
of the market value of the portfolio in real estate shares and may include other high yielding securities from time to time. Up to 10% of a portfolio
may be invested in shares outside the defined sectors in companies that conduct similar business activities as those in the defined sectors.
Shopping List selection: Catalyst Global Real Estate Prescient Feeder Fund

Quartile Ranking

Risk-Reward: 5 Years Annualised
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C ATA LYST GLO BAL REAL ESTATE GENER A L
Fund manager

Andre Stadler and Jamie Boyes

Consistency (No. of quarters)

Benchmark

FTSE EPRA/NAREIT Developed
Rental Index Net Total Return

Risk Description

Role of Benchmark

Inception Date

01 July 2009

Relative

Fund Size (Rm)

R996 248 522

Long-term, valuation-driven with an
emphasis on risk-adjusted returns

Glacier Risk Rating

9.99

Category

High

Cognisant

Return Focus
Philosophy

16

Global Real Esate General

Fee Description (retail class)

Annual management fee

Total Investment Charge

2.31%

Regulation

No

Key Insights
The fund has a preference for real estate investing companies (as opposed to real estate developers), that derive at least 70% of their income from rent. Therefore,
the fund is exposed to very few risks related to real estate development. The fund places an emphasis on more developed markets, as is evident by the adoption of
its new benchmark, the FTSE EPRA/NAREIT Developed Rental Index Net Total Return, which consists of stocks in the following regions: United States, Canada, United
Kingdom, Europe, Japan, Hong Kong, Singapore, Australia and New Zealand. Catalyst has a very strong team, and is a property-only investment house. Therefore, its
approach is very specific and focused.

Fund Use
This fund is ideal for clients who wish to gain investment exposure to developed real estate globally, with a focus on investments that generate the majority of their
income from rent. It is a benchmark-cognisant fund with active positions not exceeding 5%, although the manager does not target a specific tracking error. This fund
is diversified over wide geographical regions, and the minimum investment term is three years. Currency risk is not always hedged, and investors should be aware of
this as its performance in rand may display some increased volatility. This fund can be used in either a hybrid, risk-profiled, multi-asset portfolio or as a building block,
in those instances where the investor requires a minimum percentage exposure to offshore property.

Qualitative Highlights
The investment team comprises of seven individuals who are all property experts. Jonathan Kinnear recently joined the global team on 1 March 2017. Prior experience
of the team includes the physical management of properties as well as the management of unlisted property portfolios. Great care is taken to understand property
portfolios, with physical site visits forming a key part of the investment process. The fund is managed by Andre Stadler, who has 22 years’ industry experience and is
also the head of the investment committee at Catalyst. He is supported on the global fund by Jamie Boyes (co-manager and responsible for portfolios in North-America
and Europe), Paul Duncan (Asia) and three other analysts, focusing on the remaining portfolios. The team’s investment philosophy is very clear and focused, giving
preference to developed markets, and investments that derive at least 70% of their income from rent. Their investment process is derived from years of experience and
consistently is implemented across all investments.

Quantitative Highlights
The fund is a consistent top performer over five years and three years, with the recent underperformance as a result of rand strength, dampening the one-year figure.
The fund has reflected volatility that is slightly higher than its peers, since its inception. Rolling periods reveal that the fund captures more upside when compared
to the category average and peers. However, the fund changed its benchmark from 1 April 2015, which significantly altered its underlying holdings, and this might
explain some of its current underperformance of the benchmark in US dollars. On a rolling three-year basis over the past ten years (as at 30 June 2017), the fund has
outperformed the ASISA Global Real Estate category average 88.33% of the time.

Current Portfolio Positioning
The fund outperformed its benchmark and the category average for Q2 2017, returning 2.26% in ZAR (4.65% in USD), while its benchmark returned -0.17% in ZAR
(+2.17% in USD). For the year ending 30 June 2017, the fund underperformed its benchmark and the category average, returning -12.85% in ZAR (-2.59% in USD),
while its benchmark returned -12.65% in ZAR (-2.37% in USD). Moreover, the recent underperformance of this fund as well as the underperformance of this category
as a whole was due to the rand strengthening against most major currencies, with the rand strengthening against the US dollar (by -11.14%) and the euro (by -8.55%)
over the past year ending 30 June 2017. Despite the poor return over the past year, it is important to realise that this is common across the entire global property
sector. Some of the main reasons for this underperformance was Brexit, as the fund had 6.43% exposure to the UK. There was also the expectation of a higher interest
rate in the US, where the majority of the global property funds have more than 60% exposure to the US market. The general idea is that during a rising interest rate
environment, risky assets (equities) should do well, while property, which is a bond proxy, should underperform. The fund has the majority of its currency exposure
to the US dollar (63.73%), followed by the euro (10.22%). Due to the fact that the fund is a feeder fund, an important factor impacting a South African investor is the
rand/dollar exchange rate, which leads to increased volatility. The fund’s underweight allocation to Japan contributed positively to regional performance, while its
underweight allocation to Singapore contributed negatively to regional performance. The fund’s single biggest geographical exposure is to North America, currently
at 66.83%, marginally up from 65.94% in the previous quarter. Its second biggest geographical exposure is to Europe (excluding UK) at 12.10%, up from 12.01% in
the previous quarter. The retail sector is preferred at 29.54%, down from 31.68% in the previous quarter. This indicates that consumers and their buying power in
the developed world potentially will have a big impact on fund performance. The fund is well-diversified, with industrial and office, residential and speciality sectors
accounting for 19.39% (up from 18.89%), 21.61% (up from 19.69%) and 11.54% (down from 11.68%) respectively.
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USER GUIDE
Performance and Quartile Rank

Risk Analysis

The quartile ranking table below includes both the total return and
the associated quartile ranking for the specified period. Each marker
represents a fund’s return and quartile ranking.

A risk rating of between 0 and 10 has been assigned to every fund,
illustrating the level of risk associated with the fund. The table indicates
the corresponding risk level for each rating.

Asset Allocation
Quartile Ranking
As of Date: 31/03/2015

Return

Top Quartile

9.8
9.0
8.3
7.5
6.8
6.0
5.3
4.5
3.8
3.0

2nd Quartile

3rd Quartile

Bottom Quartile

0–2
2–4
4–6
6–8
8 – 10

conservative
cautious
moderate
moderately aggressive
aggressive

In determining the risk rating for each fund we use downside volatility,
variability of returns and sector/asset class risk of the fund over one-,
three- and five-year periods, where available.

YTD

Old Mutual Income R

1 year

3 years

STANLIB Income R

5 years

10 years

Nedgroup Inv Core Income R

The asset/sector allocation of the fund is indicated for funds that
have exposure to different asset classes/sectors (e.g. Flexible,
Equity General). “Current” indicates the latest allocation as at
31 December 2015. The previous quarter’s allocation is shown as one
quarter ago and asset allocation goes back three quarters.
Fund Size (Rm)
The market value of assets under management at time of going
to print.
Glacier Consistency Rating
The Glacier Consistency Rating is an indication of the number of
consecutive times a fund has appeared on the Shopping List. Should
a fund be removed from the list and subsequently reinstated, the
consistency history will no longer be applicable.
12 Month Yield (%)
This figure refers to the yield of the fund for the previous year. It is
calculated by dividing the total distributions for the past year by the
fund price at the beginning of the period. This gives an indication
of the yield received by an investor for the previous one-year
period. One must remember that annual management company
fees (as indicated by the TER) are deducted before distributions
are paid and therefore the yield may be lower than expected. This
is especially applicable in the case of funds with performance fees.
Modified Duration
Duration is a useful measure of the sensitivity of a bond or income
fund to changes in interest rates. For example, if a fund has a modified
duration of 3.5 years, for every 1% drop in interest rate, the capital
portion of the fund will grow by 3.5% and vice versa.
Total Investment Charge (TIC)
Total investment charge is the sum of total expense ratio (TER) and
transaction costs (TC) (TER+TC).
TER
TER indicates the percentage of the net asset value (NAV) that was
paid as expenses within the fund. This includes performance fees
charged by the fund manager. It is also valuable when comparing fees
on funds of funds as it includes the fees of the underlying funds. As far
as possible, the latest available TER is indicated.
TC
TC is the cost incurred in the buying and selling administration of the
fund and impacts on the fund’s returns.

Downside volatility, measured by downside deviation, measures
the variation of the fund’s return below the risk-free rate of return.
Variability of returns, measured by annualised standard deviation,
measures the variation of a fund’s returns around its mean.
Sector/Asset class risk, measured by a classification from one to
ten calculated for each collective investment sector, measures the
underlying risk associated with investing in different sectors. 		
		
Maximum Drawdown
The maximum monthly drawdown in the period is given. This indicates
the maximum monthly capital loss experienced within the time period
used.
Positive/Negative Months
This indicates the number of monthly periods during which the fund
generated a positive/negative return.
Sharpe Ratio
This indicates the excess return generated per unit of risk. A fund’s
Sharpe ratio should be compared to that of its peers – a higher ratio
means the fund generated higher risk-adjusted returns. This could be
due to either higher returns or lower volatility, or a combination of the
two.
Rolling Returns Chart
Rolling one-year/three-year returns are shown to illustrate the
performance of funds over moving periods (to remove end-point bias).
Each point on the chart represents the fund’s one-year/three-year
return up to that point. Monthly data points were used for the past 5
years.
Investor Risk Profiles
A conservative investor requires stable investment growth or a high
level of income. The primary investment goal is capital protection. This
investor may require access to the investment within three years.
A cautious investor requires stable growth in his/her investment and
is uncomfortable when investment values decline. The investor may
require a moderate level of income and is likely to have an investment
horizon of at least three years. The primary investment goal is capital
protection.
A moderate investor invests for the longer term (at least five years) and
requires no income. The investor can tolerate fluctuations in the value
of his or her investments from time to time. The primary investment
goal is capital growth.
A moderately aggressive investor invests for the long term (at least
seven years) and requires no income. Typically, this investor is prepared
to accept more risk than a moderate investor, but does not want full
exposure to equities. The primary investment goal is capital growth.
An aggressive investor invests for the long term (at least ten years)
and seeks the highest possible growth. Typically, the investor is
prepared to accept substantial fluctuation in the value of his or her
investment. The primary investment goal is long-term capital growth.
Source: Morningstar Direct
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