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What a difference a year makes. In 2017, there was an amazing market recovery during the second half of the year despite the 
impact of Steinhoff in December 2017 with the Capped SWIX returning 16.5%. In 2018, there was a reversal of 27.5% with the 
Capped SWIX down 11% for the year. The market falls last year bring the two- and three-year local equity returns close to just 

aware manager, our relative performance has not been great at all.

A dangerous thing to do in environments like in the current one, is to panic and make rash investment calls. I have sat in 
on the investment teams’ deliberations, while the debates have been heated, the outcomes demonstrate thoroughness 
and rationality. Sticking to our investment process is critical, but this does not mean that we won’t make changes. We will 
communicate these changes as and when implemented, however I would recommend that you read Old Mutual Multi-
Managers performance commentary on 2018, which was circulated early January, as it provides a very comprehensive 
overview of what happened in the markets, and what worked and didn’t work in 2018.

What does this mean looking ahead into 2019? Hopefully starting off from a low base where valuations are in an investor’s 
favour, should bode well for the year ahead. However we do know that markets don’t always follow valuation and global 
sentiment, geo-politics and risk aversion can take markets in any direction. Markets will be impacted by the Brexit outcome, 
President Trump, US interest rate calls and our local election. My personal predictions are that President Trump won’t be in 

England the Cricket World Cup. As a long suffering Liverpool fan, I am not going to predict who will win the English Premier 
League.

Our focus for 2019 will be to engage and support our clients with as much information and insight on their investment 
portfolios. We know that in tough markets it is even more important to get our message across and enable sound investment 
decision making. While there won’t be any real changes in our investment approach, it is critical that we keep learning, 
managing key risks and timeously implementing our investment calls. On the institutional side, we will be automating a 
number of our routine processes to be able to provide a faster and more robust service to our clients. This includes transaction 

solution to automate the loading of email instructions. It will further include compression of the Regulation 28 reporting 
timeline through engagement with our external asset managers to meet agreed timelines, as well as automation of the daily 
cash allocation processes and inclusion of the Total Expense Ratio.

I hope that 2019 will be a very rewarding year for you and that investment markets become our friend once again. As a 
business, we focus on investing for future goals and that is what we remain committed to in 2019. Thank you for your support 
and commitment over the past year and we look forward to helping you achieve a positive future.

All the best 

Trevor

082 809 6656

BUSINESS UPDATE
TREVOR PASCOE
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OVERVIEW OF OUR INVESTMENT OFFERINGS

FUND CATEGORY

Max 28 Fund

Strategy Funds

Old Mutual Multi-Managers Absolute Balanced Fund

Risk Aware FundsOld Mutual Multi-Managers Absolute Defensive Fund

Old Mutual Multi-Managers Absolute Cautious Fund

Old Mutual Multi-Managers Managed Fund Peer Fund

Old Mutual Multi-Managers Money Market Fund Specialist Fund

THE FUND DESCRIPTION AND OBJECTIVES ARE OUTLINED BELOW: 

STRATEGY FUNDS

a recommended minimum investment period. The objectives of the Strategy Funds are summarised as follows:
•  Max 28 Fund - aims to achieve returns equal to CPI+6-7%  over a ten-year period
•  
•  
•  

RISK AWARE FUNDS 
The Risk Aware Funds consists of Absolute Balanced, Absolute Defensive and Absolute Cautious Funds. These Funds each have 

•  
•  
•  

PEER FUND
The Managed Fund 

allocation to Africa of 5% is allowed. Due to its multi-managed nature, the Fund is expected to provide similar returns to the 

for institutional investors and is managed to comply with Regulation 28 of the Pension Funds Act. It is thus suitable for retirement 
fund investors.

SPECIALIST FUNDS

institutional investors and is managed to comply with Regulation 28 of the Pension Funds Act of South Africa.
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Dear Clients

During the fourth quarter of 2018, we communicated the following to you.

PRODUCT UPDATES
•  SA Equity Building Block changes (22 October 2018)

  As part of our commitment to helping clients achieve their long-term investment objectives, the investment team at  
Old Mutual Multi-Managers performs the key role of manager research and selection for our clients’ funds. From time 
to time, we will make changes to the composition of our asset class building blocks that make up our strategy funds to 

objectives. In this regard, we would like to inform you of some changes that have been made to the SA Equity component 
of our strategy funds.

  In September 2018, we increased the allocation to Prudential within the core SA equity component from 45% to 50%.

  The increase in Prudential’s allocation was funded by down-weighting the allocation to Coronation from 40% of the core 
SA equity component to 35%.  

    
BUSINESS UPDATES
•  Steinhoff Class Action (10 October 2018)

  On 6 December 2017, Steinhoff informed the capital markets that its CEO, Markus Jooste, had tendered his resignation and 
that information concerning ‘accounting irregularities’ had come to the attention of the Steinhoff board. This led to the 
collapse of the Steinhoff share price.

  Steinhoff is incorporated under Dutch law. This gives the courts in the Netherlands jurisdiction to handle claims against the 

company of the Steinhoff group and it was listed on the JSE. At the time of the dual listing in 2015, shares in SIHL were 
exchanged one for one with shares in Steinhoff.

  Old Mutual Multi-Managers has decided to pursue claims on behalf of our clients and/or our funds that held shares in 
Steinhoff and/or SIHL and that suffered losses as a result.

 Please note that only certain parties are authorised to communicate on this class action. 

Should you wish to discuss any of these communications, please contact me on 021 524 4835.

Kind regards
Jo-Ann

CLIENT COMMUNICATION SUMMARY
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SYNOPSIS
•  Global equities experience historically bad December.
•  Bonds rally investors seek safety.
•  Local equities avoided global sell-off, but still end the year in the red.

GLOBAL
Rather than the traditional, and indeed hoped-for, Christmas rally, US equities slumped in December and dragged other 
major markets down. It turned out to be the worst December for the S&P 500 since the 1930s, with a 9% decline. This pulled 

global economic growth and Federal Reserve rate hikes. Like most sell-offs, it appears to have been an overreaction, as slower 
growth does not mean a recession is around the corner, while the Fed is likely to pause its hiking cycle. 

While other markets fell along with the US, the declines were mostly less severe, somewhat closing the persistent performance 
gap between the US and the rest. The Eurostoxx 600 fell 5.4% in euro terms in December and the FTSE 100 3.5% in pounds. 
In 2018, the Eurostoxx 500 lost 10% and the FTSE 100 8.7%. Japanese equities slumped by 10.3% in the month in yen, and 

against the dollar in the month, which tends to hurt Japanese stocks. 

In terms of MSCI World equity sectors, there were few places to hide but the December sell-off was more pronounced in 
cyclical areas of the market, understandably given the growth concerns.  Information Technology and Healthcare lost 8%, 
Financials 9.1% and Energy 9.6% as the oil price slumped.  

Emerging market equities outperformed developed markets in December after a tough year. The MSCI Emerging Markets 

about 5% of which is related to dollar strength. Chinese equities fell 6% in December, hit by the combination of slowing 
growth and lingering trade tensions with the US, but other EMs did much better compared to the carnage in developed 
market stocks. 

The MSCI All Country World Index, covering developed and emerging market stocks, but with a 53% weighting to the US, lost 
7% in December, 12.7% in the fourth quarter, and 9% for 2018 as a whole. 

NAREIT Developed Index lost 5.4% in dollars in December, ending the year with a -4.7% return.

interest rate increases. The FTSE World Government Bond Index returned 2.4% in dollars in December, but still ended the 
year marginally negative following a global sell-off in bonds between April and November. Since bond yields and prices move 
in opposite directions, it means yields rose during the year, but fell sharply in December. The global benchmark 10-year US 
Treasury yield rose from 2.5% at the start of the year to a seven-year high of 3.23% in November, but ended 2018 at 2.7%.

LOCAL AND INTERNATIONAL 
MARKET COMMENTARY
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The combination of record US oil production and sliding demand saw fears of a glut push the oil price down to $53 per barrel, 
a 10% decline in the month and a 20% decline for 2018. This after it peaked at $85 per barrel in October. Gold, on the other 
hand, had the best month in a long time as investors looked for safe havens. It rallied 5% to $1281 per ounce, but it still ended 
the year marginally negative. The divergence between platinum and palladium continued towards the end of the year, with 
platinum losing 1.4% in December to end 2018 14% down, while palladium gained 4% in the month to end the year 19% 
higher. 

LOCAL
Unlike global equities, the local market was positive in December. The FTSE/JSE All Share Index surged 4.25% in December, 

year for the All Share since 2008. The FTSE/JSE Capped SWIX returned 2.6% in December, limiting the 2018 loss to 11%. The 
disparity between the two indices in December is largely explained by the higher exposure to Naspers, Anglo American and 
BHP in the All Share.

of gold. The Gold Miners Index jumped 25% in the month. General mining, which includes Anglos and BHP gained 15% in 
December and ended the year with a 26% return. The JSE’s overall resources sector returned 12.3% in December and ended 
the year with a 15.5% return.

40% in 2018 and Aspen halved. The JSE’s overall industrials sector returned 2.3% in December, but lost 6.5% in the fourth 
quarter and lost 17.5% in 2018 as a whole.

Financials returned 0.6% in December but lost 2% and 8.7% over the past quarter and year respectively. Banks were positive 
in the month but still slightly negative for the 2018 calendar year. Life insurers were positive in the month and ended the year 

The FTSE/JSE All Property Index lost 1.25% in December, capping a terrible year for the asset class, with a 25% drawdown 
since January.

Local bonds were positive in December and the All Bond Index returned 0.64%. This lifted the 12-month return to 7.7%, in line 
with cash. The 10-year government bond yield fell from 8.5% at the start of the year to 7.8% by late March as ‘Ramaphoria’ 
gripped markets, but as global realities soon took over and local bonds sold off in line with other emerging markets, it 
jumped to 9.3% by end October. At the end of December, the yield was back at 8.8%.

only just. 

The rand ended 2018 13.7% weaker against the US dollar, having lost 3.3% in December. It lost 4.7% against the euro and 3.5% 
against the pound in the month. Given how turmoil on global markets usually impacts the rand, December’s losses don’t 
seem particularly steep. The closing exchange rates at the New Year’s Eve market close were R14.38/USD, R16.44/EUR and 
R18.32/GBP. 

LOCAL AND INTERNATIONAL MARKET COMMENTARY

a result of or which may be attributable, directly or indirectly, to the use of, or reliance upon any information contained in this document. Old Mutual Wealth is 
brought to you through several authorised Financial Services Providers in the Old Mutual Group who make up the elite service offering.
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MARKET INDICES PERFORMANCE TABLE

3 MONTHS 1 YEAR 2 YEARS 3 YEARS 4 YEARS 5 YEARS 10 YEARS

JSE AllShare -4.9% -8.5% 5.2% 4.3% 4.5% 5.8% 12.6%

JSE SWIX -4.0% -11.7% 3.5% 3.7% 3.7% 5.9% 13.0%

JSE Top 40 -5.3% -8.3% 6.2% 3.6% 4.5% 5.4% 12.3%

JSE FINI -2.1% -8.8% 4.9% 5.1% 4.8% 8.9% 15.0%

JSE INDI -6.5% -17.6% 0.5% -1.9% 2.1% 4.9% 15.9%

JSE RESI -5.0% 17.8% 17.3% 21.0% 3.1% -0.8% 3.7%

JSE Midcaps 2.7% -9.7% -1.6% 7.1% 3.3% 6.3% 13.9%

JSE Smallcaps -7.4% -14.6% -6.2% 2.1% 0.5% 4.3% 12.5%

JSE Gold Mining 38.1% 6.3% 1.7% 10.5% 5.9% 7.4% -3.7%

JSE Value -4.1% -4.4% 3.5% 7.9% 2.0% 2.5% 9.5%

JSE Growth -5.7% -11.5% 5.4% 2.3% 6.0% 7.7% 14.7%

ALBI 2.7% 7.7% 8.9% 11.1% 7.1% 7.7% 7.7%

STeFI 1.8% 7.3% 7.4% 7.4% 7.2% 6.9% 6.7%

JSE All Property Index -6.2% -25.0% -7.3% -5.0% -0.7% 4.2% 11.0%

FTSE 100 Index -11.1% -4.3% 1.1% -4.7% 1.0% 1.0% 7.7%

COMPOSITE DAX INDEX -14.6% -9.4% 4.1% -0.4% 7.2% 5.8% 11.9%

NIKKEI 225 INDEX -12.7% 4.9% 6.9% 2.3% 11.7% 10.1% 11.3%

MSCI World Index -11.9% 6.7% 9.0% 4.3% 10.9% 12.0% 15.3%

SA CPI 1.1% 5.2% 4.9% 5.5% 5.3% 5.4% 5.2%

Currency: ZAR
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INDUSTRY UPDATES

CORONATION FUND MANAGERS
Coronation announced the resignation of Duane Cable, effective 31 October 2018, who leaves to pursue an opportunity at Investec 
Asset Management. Duane had been the Head of South African equity research at Coronation since 2013, and was a co-portfolio 
manager on Coronation’s Absolute Return portfolios.

As a result of Duane’s departure, Coronation announced the appointment of Pallavi Ambekar with immediate effect as a co-
portfolio manager on their Absolute Return strategies alongside Charles de Kock.

INVESTEC ASSET MANAGEMENT
Investec announced the appointment of Duane Cable to its Global Quality team, which is led by Clyde Rossouw and Simon 
Brazier. Duane will take on the role of co-portfolio manager of the Investec Cautious Managed Strategy alongside Clyde Rossouw 
and Sumesh Chetty later in 2019. Duane will also assume leadership responsibility for the SA Quality team at that point. 

PERPETUA INVESTMENT MANAGERS
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WHAT STOOD OUT OVER THE FOURTH QUARTER?

In our research, commentary and weekly investment meetings, the following attracted particular attention.

MARKET PLUNGE AND FED PIVOT

monetary policy and lingering US-China trade tensions turned into outright anxiety. However, the outlook for US interest 
rates has now changed, and this ‘pivot’ in policy setting could support markets in 2019.

pencilled in. The market now expects a pause in rate hikes for a few months. Whether the Fed will resume rate hikes later in 

OIL’S UP AND DOWN

through $80 per barrel and some analysts warned that $100 oil loomed. Worryingly from a local perspective, the rand also 
weakened as the year progressed, trading above R14 per dollar at the start of the fourth quarter. As a result, the local petrol 
price hit a record of R17 per litre in October.

But the high oil price once again spurred on US shale oil production and total American output hit a new record on its way 
to becoming the world’s largest supplier of oil. 

The combination of record US output, concerns over global demand growth and the market sell-off then saw the oil price 
slump during the quarter, ending the year at $53 per barrel. At these levels, it translates into relief for motorists, milder 

should give the Reserve Bank reason to pause after the surprise November interest rate hike. After all, a weak economy is 

by domestic demand and hiking interest rates to constrain them seems counterproductive.    

OUT OF RECESSION, BUT STILL GROWING SLOWLY
There was some good news in December when StatsSA data showed that the technical recession ended in the third quarter. 
The local economy expanded at an annual rate of 2.2% in real terms between the second and third quarters after two 

growth has been stuck around 1% since early 2015 with nominal growth range bound between 6% and 8%.  

merely inconvenient at 40 000 feet but can cause a crash at 10 000 feet. Load shedding, if it persists, can be such an air pocket. 

MARKET INSIGHT
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MAX 28 FUND

The Fund is an amalgamation of the Old Mutual Multi-Managers Aggressive Fund and the Old Mutual Multi-Managers 

INCEPTION DATE: 14 October 1999 ASSETS UNDER MANAGEMENT: R825m

COMMENTARY 

2.7%. The local property sector was down -6.2%.

Global equities slumped in December and investors sought the safety of bonds as concerns over a slowing global economy, 
tightening monetary policy and lingering US-China trade tensions turned into outright anxiety. Rather than a Christmas rally, US 
equities slumped 9% in December. It turned out to be the worst December for the S&P 500 since the 1930s. This pulled the 2018 

economic growth and Federal Reserve rate hikes. While the global economy is certainly cooling after a strong performance in 
2017 and early 2018, growth is still reasonable. While other markets fell along with the US, the declines were mostly less severe, 
somewhat closing the performance gap between the US and the rest of the world. In 2018, the Eurostoxx 500 lost 10% and the 
FTSE 100 8.7%. Emerging market equities outperformed developed markets in December but were down 14% over 12 months, 
about 5% of which is related to dollar strength. The MSCI All Country World Index, covering developed and emerging market 
stocks, lost 7% in December, 12.7% in the fourth quarter, and 9% for 2018 as a whole. 

Unlike global equities, the local market was positive in December. The ALSI surged 4.25% in December, but not enough to end 

Capped SWIX returned 2.6% in December, limiting the 2018 loss to 11%. Resources shares performed strongly in December with 
general mining gaining 15% and ending the year with a 26% return. The JSE’s overall resources sector returned 15.5% for the 
year. Industrials struggled. Among the heavyweights, Naspers and Richemont had a good month, but both were negative for the 
year. In contrast, BAT and Aspen’s negative run continued in December. BAT lost 40% in 2018 and Aspen halved. The JSE’s overall 
industrials sector lost 17.5% in 2018. Financials returned 0.6% in December, but lost 8.7% over the past year. Banks were slightly 
negative for the 2018 calendar year, while life insurers ended the year with a 1.3% gain. Listed property did most of the damage to 

linked bonds had a positive month pushing 12-month returns into positive territory. The rand ended 2018 13.7% weaker against the 
US dollar having lost 3.3% in December. 

Locally, South Africa’s technical recession ended in the third quarter, with the local economy expanding at an annual rate of 2.2% 
in real terms between the second and third quarters. The economy grew by 1.1% in real terms and 7.8% in nominal terms over the 
last year. Real household consumption, the economy’s main growth engine, was only 1.2% higher in the third quarter compared to 

Mining and manufacturing started the fourth quarter on a strong note, with both sectors beating consensus expectations and 
posting positive year-on-year growth in October. The Absa/BER Manufacturing Purchasing Managers’ Index rose above 50 in 

Cash was once again one of the better performing asset classes. This is disconcerting for investors, particularly when equities 
didn’t just underperform cash but were also sharply negative. This has also occurred in an environment where growth and political 
concerns both locally and globally are elevated. In times like these, it is important to look at a historical context. This is not the 

important and with the sharp falls we’ve seen in share prices, valuation in the local market is currently compelling. We have thus 
remained invested in equity, and believe the current base provides good opportunities for investors over the medium to long term.

Over the last 12 months, the local bond market returned 7.7%. Local listed property returns have remained volatile and are 25.0% 
lower for the 12 months to end December 2018. Local cash has returned 6.9% for the last 12 months. The ALSI delivered -8.5%.
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PERFORMANCE DATA TO 31 DECEMBER 2018

                                                                  

1 YR 2 YRS 3 YRS 5 YRS 10 YRS SINCE INCEPTION

Old Mutual Multi-Managers Max 28 Fund -7.1% 3.3% 2.9% 6.8% 12.6% 13.8% 13.0%

Strategy Return Target 11.7% 11.4% 12.0% 11.9% 11.9% 11.8% 12.5%

PERFORMANCE AGAINST 
STRATEGY OBJECTIVE* 

   
28 FUND 

  STRATEGY RETURN TARGET

The graph illustrates the 
Strategy’s performance against it’s 
performance target.
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MAX 28 FUND

LIKELY FUND RANGE OF RETURNS AND 
CURRENT RETURN*

The graph shows the strategy’s likely fund range of 
returns over different investment periods, based on 
the research team’s investigation and modelling. 
The diamonds indicate the current actual historical 
return over each period of the fund.
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MAX 28 FUND

INVESTMENT OBJECTIVE

of high-quality instruments. The strategy’s primary exposure will be to South African and international listed shares. It aims to 

the Pension Funds Act of South Africa.

PERFORMANCE TARGET
CPI +6.5%

THE MAIN INVESTMENTS
This investment strategy is made up of underlying portfolios, which invest in specialist asset classes managed by various asset 

listed property. This strategy aims to achieve maximum capital growth over a long-term horizon and is therefore primarily invested 
in growth assets.

ASSET MANAGER PROFILES
Old Mutual Multi-Managers researches the market and appoints the most appropriate asset managers to manage the strategy’s 
underlying portfolios. After appointing asset managers, the investment team continually monitors the strategy, the underlying 
portfolios and the appointed managers and their investment processes to ensure that they remain appropriate. Old Mutual Multi-
Managers has selected a combination of asset managers to manage this strategy’s various underlying portfolios.

ASSET CLASS HOLDINGS

4.1%

Long/Short 
Equity

51.9%

SA Equity

3.8%

Private 
Equity

3.7%

SA Fixed 
Income

21.0%

International
Equity

8.1%

International
Property

2.0%

Africa 
Equity

5.4%

SA Property
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ASSET CLASS MANAGER SPLIT

South African equity
         

South African boutique equity
      

    

     

South African cash       

South African property
        

International equity                

International property              

Africa equity

Long Short Equity
      

Private Equity
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INCEPTION DATE: 14 October 1999 ASSETS UNDER MANAGEMENT: R431m

COMMENTARY 

Over the last 12 months, this strategy returned 0.9%.

PERFORMANCE DATA TO 31 DECEMBER 2018
                                                          

1 YR 2 YRS 3 YRS 5 YRS 10 YRS SINCE INCEPTION

0.9% 5.8% 5.9% 7.8% 10.9% 11.2% 12.7%

Strategy Return Target 7.2% 6.9% 7.5% 7.4% 7.4% 7.3% 8.0%

LIKELY FUND RANGE OF RETURNS 
AND CURRENT RETURN*

The graph shows the strategy’s likely fund range 
of returns over different investment periods, 
based on the research team’s investigation and 
modelling. The diamonds indicate the current 
actual historical return over each period of the 
Fund. 
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PERFORMANCE AGAINST 
STRATEGY OBJECTIVE* 

   

   STRATEGY RETURN TARGET

The graph illustrates the Strategy’s 
performance against it’s performance 
target.
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INVESTMENT OBJECTIVE

various asset classes, asset managers and high-quality instruments, including South African and international cash, listed property 

Act of South Africa.

PERFORMANCE TARGET:
CPI +2%

THE MAIN INVESTMENTS
This investment strategy is made up of underlying portfolios, which invest in specialist asset classes managed by various asset 

listed property. This strategy is considered to be relatively conservative and therefore mainly invests in low risk asset classes such as 

ASSET MANAGER PROFILES
Old Mutual Multi-Managers researches the market and appoints the most appropriate asset managers to manage the strategy’s 
underlying portfolios. After appointing asset managers, the investment team continually monitors the strategy, the underlying 
portfolios and the appointed managers and their investment processes to ensure that they remain appropriate. Old Mutual Multi-
Managers has selected a combination of asset managers to manage this strategy’s various underlying portfolios.

ASSET CLASS HOLDINGS

3.8%

Long/Short 
Equity

8.6%

SA Equity

0.2%
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40.4%

SA Fixed 
Income
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Africa 
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INCEPTION DATE: 30 June 2003 ASSETS UNDER MANAGEMENT: R4.4bn

COMMENTARY 

Over the last 12 months, this strategy returned -4.3%.

LIKELY FUND RANGE OF RETURNS AND 
CURRENT RETURN*

The graph shows the strategy’s likely fund range of 
returns over different investment periods, based on 
the research team’s investigation and modelling. The 
diamonds indicate the current actual historical return 
over each period.

PERFORMANCE DATA TO 30 SEPTEMBER 2018

1 YR 2 YRS 3 YRS 5 YRS 10 YRS SINCE INCEPTION

-4.3% 4.3% 4.3% 7.3% 11.7% 12.4% 13.9%

Strategy Return Target 9.2% 8.9% 9.5% 9.4% 9.4% 9.3% 9.6%
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PERFORMANCE AGAINST 
STRATEGY OBJECTIVE* 

   

   STRATEGY RETURN TARGET

The graph illustrates the 
Strategy’s performance against 
it’s performance target.
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INVESTMENT OBJECTIVE

Regulation 28 of the Pension Funds Act of South Africa.

PERFORMANCE TARGET 
CPI +4%

THE MAIN INVESTMENTS
This investment strategy is made up of underlying portfolios, which invest in specialist asset classes managed by various asset 

listed property. This strategy aims to achieve capital growth over a medium-term horizon and therefore has a moderate exposure 
to growth assets such as equities and a relatively lower exposure to income-generating asset classes.

ASSET MANAGER PROFILES
Old Mutual Multi-Managers researches the market and appoints the most appropriate asset managers to manage the strategy’s 
underlying portfolios. After appointing asset managers, the investment team continually monitors the strategy, the underlying 
portfolios and the appointed managers and their investment processes to ensure that they remain appropriate. Old Mutual Multi-
Managers has selected a combination of asset managers to manage this strategy’s various underlying portfolios.

ASSET CLASS HOLDINGS

6.6%
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Equity
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INCEPTION DATE: 14 October 1999 ASSETS UNDER MANAGEMENT: R10.6bn

COMMENTARY 

Over the last 12 months, this strategy returned -6.5%. 

PERFORMANCE DATA TO 31 DECEMBER 2018

1 YR 2 YRS 3 YRS 5 YRS 10 YRS SINCE INCEPTION

-6.5% 3.7% 3.6% 7.0% 12.5% 13.4% 13.6%

Strategy Return Target 11.2% 10.9% 11.5% 11.4% 11.4% 11.3% 12.0%

LIKELY FUND RANGE OF RETURNS 
AND CURRENT RETURN*

The graph shows the strategy’s likely fund range 
of returns over different investment periods, 
based on the research team’s investigation and 
modelling. The diamonds indicate the current 
actual historical return over each period of the 
fund.
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The graph illustrates the 
Strategy’s performance against it’s 
performance target.
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INVESTMENT OBJECTIVE
This investment strategy seeks to grow your capital and income at a moderate  to high pace. It invests in a range of portfolios 

rolling seven-year periods.

the Pension Funds Act of South Africa.

PERFORMANCE TARGET
CPI +6%

THE MAIN INVESTMENTS
This investment strategy is made up of underlying portfolios, which invest in specialist asset classes managed by various asset 

listed property. This strategy aims to achieve high capital growth over a long-term horizon. It therefore has a high exposure to 
growth assets such as equities and minimum exposure to income-generating asset classes.

ASSET MANAGER PROFILES
Old Mutual Multi-Managers researches the market and appoints the most appropriate asset managers to manage the strategy’s 
underlying portfolios. After appointing asset managers, the investment team continually monitors the strategy, the underlying 
portfolios and the appointed managers and their investment processes to ensure that they remain appropriate. Old Mutual Multi-
Managers has selected a combination of asset managers to manage this strategy’s various underlying portfolios.
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ABSOLUTE BALANCED FUND

INCEPTION DATE: May 2004 ASSETS UNDER MANAGEMENT: R244 171 492.54

COMMENTARY

returning -4.9% and the ALBI 2.7%. The local property sector was down -6.2%.

As at the end of December 2018, exposure to asset classes for the Absolute Balanced Fund was as follows: domestic equities 37%, 
listed property 7.5%, bonds 16.2% and close to maximum offshore exposure. The Fund has also maintained exposure to alternative 
asset classes such as private equity at 6%. 

Over the past quarter, Coronation returned -4.3%, Investec -6.7% and Prudential -6.1%.

MANAGER ALLOCATION

Absolute - Coronation 29.2%

Absolute - Investec 29.5%

Absolute - Prudential 35.6%

Private Equity 5.6%

5 YEAR ANNUALISED RISK ADJUSTED RETURNS

Absolute Balanced 6.5 5.6

JSE SWIX 5.9 11.0

JSE Capped SWIX 5.3 10.3

ALBI 7.7 7.9

STeFI 6.9 0.2

SA Listed Property 5.7 13.6

MSCI World Index  16.2 14.2

ASSET ALLOCATION

Private Equity 5.6% 

International Equities 24.2% 

Equity 38.1%

Other 1.0%

Cash 7.4%

Property 7.5%

Index-Linked Bonds 3.8%

Bonds 12.4%
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ABSOLUTE BALANCED FUND

FUND OBJECTIVE

funds Act of South Africa. Investment objectives are not guaranteed.

BENCHMARK
The Absolute Balanced Fund and the underlying managers are measured against Headline CPI for all urban areas.   

TARGET 
Non negative returns over rolling 18 months with 6% real p.a. over the long term 

CALENDAR YEAR PERFORMANC

YTD 2016 2015 2014

Fund -3.0% 11.1% 4.4% 11.6% 9.0%

Benchmark 11.2% 10.6% 12.6% 10.8% 11.8%

HISTORIC RETURNS  
AS AT 31 DECEMBER 2018

  FUND 

  BENCHMARK 

1. Returns for periods greater than 1 year are annualised.

are net of net priced asset manager fees and gross of old mutual multi-managers fees.

2.6%

0.7%0.1%
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11.4%

6.5%

11.4%
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11.0%11.4% 11.3%

10 Years7 Years5 Years3 Years1 Year1 month 3 months
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ABSOLUTE DEFENSIVE FUND

INCEPTION DATE: October 2002 ASSETS UNDER MANAGEMENT: R910 786 252.46

COMMENTARY

The Absolute Defensive Fund returned -4.2% over the quarter, 0.9% over one year and 4.3% annualised over three years. The ALSI 
returning -4.9% and the ALBI 2.7%. The local property sector was down -6.2%.

As at the end of December 2018, exposure to asset classes for the Absolute Defensive Fund is as follows: domestic equities 24.0%, 
domestic bonds 20.0% and 19.0% in cash. Offshore is close to 25%. The Fund has also maintained exposure to alternative asset 
classes such as private equity at 5.0%. 

Over the past quarter, SIM returned -2.4%, Coronation -4.3% and Investec -6.7%.

5 YEAR ANNUALISED RISK ADJUSTED RETURNS

Absolute Defensive  7.0  4.6 

JSE SWIX  5.9  11.0 

JSE Capped SWIX  5.3  10.3 

ALBI  7.7  7.9 

STeFI  6.9  0.2 

SA Listed Property  5.7  13.6 

MSCI World Index  16.2  14.2 

Equity 23.9%

Private Equity 4.8%

International Cash 1.9%

International Equity 21.6%

Other 1.0%

Bonds 16.0%

Cash 24.0%

Index-linked Bonds 3.9%

Property 2.9%

ASSET ALLOCATION

MANAGER ALLOCATION

Absolute - Coronation 29.8%

Absolute - Investec 29.7%

Absolute - SIM 35.6%

Private Equity 4.9%
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ABSOLUTE DEFENSIVE FUND

FUND OBJECTIVE

funds Act of South Africa. Investment objectives are not guaranteed.

BENCHMARK
The Absolute Defensive Fund and the underlying managers are measured against Headline CPI for all urban areas. 

TARGET 
Non negative returns over rolling 12 months with 4% real p.a. over the long term

YTD 2016 2015 2014

Fund 0.1% 8.3% 4.0% 12.1% 10.1%

Benchmark 9.2% 8.6% 10.6% 8.8% 9.8%

1. Returns for periods greater than 1 year are annualised.

are net of net priced asset manager fees and gross of Old Mutual Multi-managers fees.

HISTORIC RETURNS  
AS AT 31 DECEMBER 2018

  FUND 

  BENCHMARK 2.1%
0.5%

10 Years7 Years5 Years3 Years1 Year
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12 MONTHS ROLLING RETURNS AS AT 31 DECEMBER 2018
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ABSOLUTE CAUTIOUS FUND

INCEPTION DATE: October 2005 ASSETS UNDER MANAGEMENT: R170 295 058.11 

COMMENTARY

The Absolute Cautious Fund returned -2.3% over the quarter, 1.7% over one year and 5.6% annualised over three years. The ALSI 
returning -4.9% and the ALBI 2.7%. The local property sector was down -6.2%.

As at the end of December 2018, exposure to asset classes for the Absolute Cautious Fund is as follows: domestic equities 13.0%, 
domestic bonds 28.0% and 31.5% in cash. Offshore is approximately 21%.

Over the past quarter, Prudential returned -2.2% and SIM -2.4%. 

MANAGER ALLOCATION

Absolute - SIM 48.1%

Absolute - Prudential 51.9%

5 YEAR ANNUALISED RISK ADJUSTED RETURNS

Absolute Cautious  7.1  3.3 

JSE SWIX  5.9  11.0 

JSE Capped SWIX 5.3 10.3

ALBI  7.7  7.9 

STeFI  6.9  0.2 

SA Listed Property  5.7  13.6 

MSCI World Index  16.2  14.2 

Index-linked Bonds 6 .4% 

Equity 12.6%

International Cash 2.5%

International Equity 18.8%

Cash 31.6% 

Property 6.3%

Bonds 21.8%

ASSET ALLOCATION
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ABSOLUTE CAUTIOUS FUND

FUND OBJECTIVE

the Pension funds Act of South Africa. Investment objectives are not guaranteed.      

BENCHMARK
The Absolute Cautious Fund and the underlying managers are measured against Headline CPI for all urban areas. 

TARGET 
Non negative returns over rolling 6 months with 3% real p.a. over the long term.

CALENDAR YEAR PERFORMANC

YTD 2016 2015 2014

Fund 1.7% 9.3% 6.1% 8.6% 10.2%

Benchmark 8.2% 7.6% 9.6% 7.8% 8.8%

1. Returns for periods greater than 1 year are annualised.

are used, returns stated are net of net priced asset manager fees and gross of old mutual multi-managers fees.

HISTORIC RETURNS  
AS AT 31 DECEMBER 2018

  FUND 

  BENCHMARK 
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MANAGED FUND

INCEPTION DATE: April 2010 ASSETS UNDER MANAGEMENT: R2 539 214 274.58

COMMENTARY

This quarter, the Fund returned -6.1% net with the ALSI returning -4.9% and the ALBI 2.7%. The local property sector was down 
-6.2%.

It was a terrible fourth quarter which is evident in the underlying manager returns, with Prudential returning -6.9%, Coronation 
-6.5%, Foord -6.3% and Allan Gray -4.9%. For the 12 months ending December 2018, Prudential returned -3.0%, Coronation -6.0%, 
Foord -3.5% and Allan Gray -1.6%. 

The Fund has returned 3.5% net over the last 12 months.

MANAGER ALLOCATION

Coronation Balanced 28.9%

Prudential Balanced 28.9%

Foord Balanced 22.1%

Allan Gray 20.1%

5 YEAR ANNUALISED RISK ADJUSTED RETURNS

Managed Fund  5.8  7.3

JSE SWIX  5.9  11.0 

JSE Capped SWIX  5.3 10.3

ALBI   7.7   7.9 

STeFI   6.9  0.2 

SA Listed Property   5.7 13.6

MSCI World Index  16.2  14.2

ASSET ALLOCATION
Equity 43.9%

International Other 0.3%

International Cash 1.2%

International Bonds 1.0%

International Equities 25.5%

Other 1.9%

Cash 4.1%

Property 5.6%

Index-linked Bonds 0.9%

Bonds 15.5%
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MANAGED FUND

FUND OBJECTIVE

Prudential Investment Guidelines and also utilises the freedom to invest in property and alternative assets. Capital depreciation is 

28 of the Pension Funds Act of South Africa.

BENCHMARK
Median of Alexander Forbes Global Large Manager Watch.

TARGET
To outperform the median of the Global Large Manager Watch.

CALENDAR YEAR PERFORMANC

YTD 2016 2015 2014

Fund -3.5% 11.8% 3.5% 7.2% 10.7%

Benchmark -2.0% 11.5% 3.3% 9.1% 11.6%

HISTORIC RETURNS  
AS AT 31 DECEMBER 2018

  FUND 

  BENCHMARK 

1. Returns for periods greater than 1 year are annualised.

3. Returns stated are net of net priced asset manager fees and gross of Old Mutual Multi-Managers fees.
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MONEY MARKET FUND

INCEPTION DATE: August 2000 ASSETS UNDER MANAGEMENT: R314 925 860.50

COMMENTARY

with any one bank. According to the most recently available data, the Strategy’s weighted average maturity is 116 days. The 
Strategy’s term exposure is biased towards the short end of the money market curve with close to 76% of instruments within six 
months of maturity. More than 95% of the strategy was exposed to F1/F1+ rated investments.

MANAGER ALLOCATION

Sanlam Money Market 50.0%

Prescient Money Market 50.0%

ASSET ALLOCATION

Cash 100.0%

MATURITY PROFILE

0-7 days 8.2%

8-30 days 9.7%

31-60 days 13.5%

61-90 days 17.1%

91-120 days 3.1%

121-180 days 18.6%

181 plus days 29.8%
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MONEY MARKET FUND

FUND OBJECTIVE

investors and is managed to comply with Regulation 28 of the Pension funds Act of South Africa.    
 

BENCHMARK

The Money Market Fund is measured against STeFI 3 month.     

TARGET 
STeFI +0.5% p.a over the medium to long term. 

1. Returns for periods greater than 1 year are annualised.

are net of net priced asset manager fees and gross of Old Mutual Multi-Managers fees.

HISTORIC RETURNS  
AS AT 31 DECEMBER 2018

  FUND 

  BENCHMARK 
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Q4 INSTITUTIONAL REPORT

    SOUTH AFRICAN EQUITY 

Prudential is a relative value manager and invests in shares that are trading below their intrinsic 
values. The portfolio returned -10.2% over the last year, outperforming its benchmark by 1.3% on 

a gross basis. The outperformance, relative to the benchmark, was largely driven by overweight positions in Anglo American,  
Old Mutual and Absa, as well as being underweight MTN at the right time throughout the last year. Prudential views South African 
equity valuations as becoming increasingly attractive, and go into 2019 being cautiously optimistic regarding SA equity market 

potentially provides some evidence that broader underlying trading conditions may not be as depressed as previously reported, 
or that the cycle may well have troughed. 

    SOUTH AFRICAN EQUITY 

Coronation’s valuation-driven process aims to identify mispriced assets trading at discounts or 
premiums to their long-term values. The portfolio returned -12.2% over the last year, underperforming 

underperforming overweight positions in British American Tobacco and Intu Properties. Being underweight the BHP Group also 
detracted from performance, although an overweight in Anglo American offset this as a relative contributor to performance. 
Within industrials, Coronation currently sees value in both offshore and domestic stocks listed on the JSE. While their portfolios 

allocation to domestic holdings. 

Domestically, the manager believes that earnings bases are low and companies have trimmed cost bases having faced several 
years of tough economic conditions. As a result, Coronation sees value in some food retailers that they expect to recover under 

Coronation believes that uncertainty exists within the resources space, they believe that a reasonable position in these stocks can 

    SOUTH AFRICAN EQUITY

Visio is a valuation-focused manager with a long-term horizon and a strong emphasis on downside 
protection and understanding how a company generates its earnings. The portfolio returned -8.1% 

over the last year, outperforming its benchmark by 3.4% on a gross basis. The outperformance, relative to the benchmark, can be 
largely attributed to overweight positions in Old Mutual and Absa, while avoiding underperformers such as Aspen, MTN and the 
Resilient group of property companies. Visio holds the view that a lot of bad news is priced into SA equities. The manager believes 
that South African domestic companies are cheap, with bases being low on all counts, with the exception of resources shares. 
Visio believes that corporate balance sheets are generally in good shape, and sees opportunities in a large number of mid- and 

The manager remains positive about the country’s prospects in the near term, provided that President Ramaphosa’s government 
stays the course on its new domestic initiatives, accelerates a few others such as tourism and healthcare, and builds constructively 
on its foreign relations. Visio believes that international macro factors such as trade wars, Brexit, and geopolitical incidents in the 

‘noise’ to allow for some rationality in their investment decisions, which are predominantly based on fundamental research and 

healthy dose of constructive engagement, under the radar, with company boards and executives will stand the funds in good 
stead over time. 
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   SOUTH AFRICAN EQUITY

Mazi Capital follows a long-term, fundamental investment approach with a bias for quality companies. 
Mazi was added as a manager in February 2018. For the eleven-month period ending December 

2018, the Mazi portfolio returned -11.8%, underperforming its benchmark by 0.9% on a gross basis. Longer-term performance 
will be reported on over time, as a longer track record develops. Mazi acknowledges that 2018 has been a challenging year 
given the global political risk and local economic challenges driving investor behaviour. This resulted in a high level of volatility 

investment philosophy and process. These positions include stocks such as Investec, Sasol and Naspers. Over the last quarter, Mazi 
exited positions in Anglo Platinum, whose share price reached and exceeded their estimation of fair value, and Aspen, where the 
manager concluded that their investment thesis had broken down given their views on the companies’ constrained ability to 
generate attractive returns for shareholders in the short to medium term. 

    SOUTH AFRICAN EQUITY

Sentio Capital Management follows a fundamentally based investment philosophy and process that 
gives due consideration to risk management in their portfolio construction process through the use of 

quantitative methods. Sentio was added as a manager in February 2018. For the eleven-month period ending December 2018, the 
Sentio portfolio returned -10.4%, outperforming its benchmark by 0.6% on a gross basis. Longer-term performance will be reported 
on over time, as a longer track record develops. According to Sentio, market research shows that the local equity market de-rated 
substantially in 2018. The manager believes that this reduces the valuation risk for local stocks, leading to select very attractive 
valuations and upside. Sentio also believes that the local elections later this year could potentially provide for a strong catalyst to spur 

acknowledge that this view is fraught with an almost binary outcome. In the current environment, Sentio believes that one has to 
‘hang tight’, be disciplined and as objective as possible to unlock the alpha opportunities presented by an aging global bull market 
and a potential cyclical upswing locally, as they believe that a lot of negativity has already been priced in to SA domestic companies.

Gavin Joubert manages the hedge fund along with Quinton Ivan. Gavin is also responsible for the 
Global Emerging Markets Fund, while Quinton manages the Core Equity Fund and is co-head of 

equity research. The Fund is long-term, bottom-up, valuation driven investing predominantly in Large Caps. Presidio continued 
to give back gains following a strong second quarter. The Fund was 4.9% behind the equity market over the fourth quarter to 

Woolworths, while long positions to British American Tobacco, AB InBev, Aspen and Richemont detracted. The Fund was down 
8.2% for the year to December 2018, 0.35% ahead of the local equity market. Their top ten contributors to returns were largely 
short positions in various shares including Imperial, Cashbuild, Massmart and Kumba Iron Ore. Long exposure to British American 
Tobacco, Aspen, AB InBev, Naspers, MTN and La Noor were amongst the biggest detractors for the year.    

36ONE is one of the longest running hedge fund businesses in the industry, founded in 2004. Formed 
by Cy Jacobs and Steven Liptz, the investment approach is centred on the principle that the market 

analysis can outperform over time. The primary focus is on value investment within the South African equity market but attractive 
growth shares and opportunities in other asset classes and/or geographies may also be explored. 36ONE posted a negative return 
and underperformed the JSE All Share Index by 0.70% during the fourth quarter, largely at the back of a long position in British 

to Dis-Chem were amongst top contributors to returns during the quarter. The Fund was up 3% over the last 12-month period to 
December 2018, 11.5% ahead of the JSE All Share Index.
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Founded in 2005 by brothers Kevin and Mark Williams, the business is managed on bottom-up 
fundamental analysis with a considerable amount of time spent on research. The investment team 

focuses on under-researched stocks predominantly in the large and mid-cap space. They also focus on macro fundamentals 
and the effect of this on asset valuations. The Fund had a poor quarter and was 0.66% behind the JSE All Share Index as at end 

with a long position in Alphabet adding the most to returns while British American Tobacco, Naspers and RMI were among the 
detractors.

    

André Steyn has a background of managing hedge funds in New York and London. His forensic 
audit skills allow him to identify balance sheet discrepancies, which make his process highly unique. 

 

index for the quarter, largely on the back of long positions in Master Plastics and Pepkor, while positions in African Phoenix and 
Old Mutual PLC contributed positively to returns. The Fund is down 5.3% over the 12-month period to December, more than 13% 
ahead of the local equity market. Exposure to African Phoenix Prefs, Stefanutti, Allied Electronics and Quantum Foods added to 
the 12-month return, while African Phoenix, Hospitality Property Fund and Phumelela Game Leisure were some of the biggest 
detractors. 

                                         

The business was founded in 1998 by brothers Rowan and Lance as a private equity business.  
In 2006, the Nitrogen hedge fund was launched using the skills learnt from private equity investing. 

The Nitrogen Fund is a low volatility long/short equity hedge fund trading in the South African equity market. The Fund is managed 

trading book. Nitrogen posted a 1.1% return during the fourth quarter and 9.9%, almost 20% ahead of the local equity market, for 
the year to December 2018. Having little to negative exposure to British American Tobacco, a long position to Allied Electronics and 
a Discovery short helped the Fund and a number of pair trades added to returns during the year.

    SOUTH AFRICAN LISTED PROPERTY

Catalyst invests in well-managed listed property companies that deliver high levels of income and 
long-term capital appreciation at appropriate levels of risk. During the last quarter of 2018, the 

portfolio recorded -6.13%, outperforming its benchmark by eight basis points on a net basis. The outperformance was mostly 
driven by an overweight position in Greenbay Properties, as well as underweight positions in Rebosis and Intu. During 2018, 
Catalyst outperformed the All Property benchmark by more than 1%, largely at the back of overweight average positions to 
Resilient, Emira and Octodec, as well as underweight positions in Fortress B, Rebosis and Intu. Given the sell down in the sector, 
Catalyst continues to see value in the SA Listed Property sector despite the weak outlook for local property fundamentals and the 
risks facing the Resilient group of companies. Catalyst notes that on average, SA centric companies are trading at forward yields 
above the long-term South African Government Bond proxy. Similarly, dual listed offshore companies are trading at attractive 

in distribution per share over the medium term. 
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    SOUTH AFRICAN LISTED PROPERTY

exposure to Intu and Rebosis and an overweight position to Vukile.  Over the last 12 months, the portfolio posted an impressive 5% 
benchmark outperformance on a net basis. The outperformance was largely driven by underweight positions in Resilient, Fortress 

discount relative yield to bonds. While they continue to see value, they are aware of the likely headwinds including higher trending 
global yields, political volatility going into an election year locally, which could see a hike in the local bond yields. That said, they 
believe the ALPI benchmark provides for a more heterogeneous array of counters from which there will be winners and losers. This 
will ensure they maintain their consistent outperformance of the benchmark through active management.

    INTERNATIONAL PROPERTY

Over the last 12 months, the Catalyst portfolio returned -5.26% and 37 basis points ahead of the 
benchmark. Sectorally, the portfolio is overweight the retail and industrial sectors, and notably 

the manager maintains an underweight to Japan, Singapore and the US, while in Europe, they favour the Netherlands but are 

an underweight to Japan and Singapore but an overweight allocation to Hong Kong. Catalyst believes that global real estate 
operating fundamentals, although moderating, remain overall healthy. Positive GDP growth, low unemployment, wage growth, 

excess supply coming online over the next few years. They maintain that valuation of the global listed real estate sector currently 
seems fair.

 
  INTERNATIONAL PROPERTY

The BlackRock World Real Estate Securities strategy employs a fundamental, bottom-up approach 
to stock selection, aided by a macro-environment and capital markets overlay. Over the last  

12 months, the BlackRock portfolio was down 5.6% in line with the benchmark. Geographically, the BlackRock portfolio is slightly 

Australia and Singapore contributing to this active position, despite being overweight Japan. The portfolio is benchmark-neutral 
to Europe, with overweight positions in France, Luxembourg and Ireland being offset with underweight positions in Sweden and 
Switzerland. In the US, BlackRock remains positive on the single-family-rental, life-science and data centre sectors, driven by 
multi-year demand and operating synergies that they expect to drive risk-adjusted returns in these sectors. BlackRock maintains 
their conviction around select, well-located and well-curated retail real estate. The manager continues to favour Japan developers 
and is selective and cautious in Australia, where they favour data centres and self-storage, while retail names with quality assets 
continue to screen attractively. They are selective in Hong Kong and cautious in Singapore. In Europe, BlackRock sees positive 
fundamentals for most markets outside of the UK.

 INTERNATIONAL PROPERTY

We recently included Resolution Capital as a third manager in our international property blend. 
Resolution returned -6.54%, 91 basis points behind the benchmark for the 12-month period to 

December 2018. While REIT share prices are being whipped around by fears of higher interest rates, they are of the view that 
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 INTERNATIONAL EQUITY

designed to track the performance and risk of the MSCI World Index as consistently as possible. As 

portfolio will often lag its benchmark performance due to costs and fees.

 ORBIS

Orbis is a contrarian, long-term, value manager that follows a bottom-up stock selection process. 
The portfolio returned -20.5% during the past 12-month period ending 31 December 2018, under-

performing the MSCI All Country World Index by 11.5%. The contrarian nature of the manager’s stock selection process means that 
the strategy will tend to hold businesses that are currently disliked by the market and are trading at depressed prices, which in 

value. The fourth quarter of 2018 saw sharp declines, for a variety a reasons not limited to the Fed rising interest rates causing risk-
off trades, Trump seemingly unable to resolve the increasingly likely trade war with China. Brexit delayed with larger downside 
risks. Chinese GDP and consumer demand are plateauing which drags down the demand side of the global economy. The Fund 
positioning, while bottom-up, still holds a material overweight to Asia ex-Japan and a material underweight to US equity, relative 

 Coronation follows a long-term, valuation-driven approach and builds portfolios from the bottom 
up, which means that country and sector allocations are a function of stock selection. The portfolio 

returned -25.4% for the 12-month period ending 31 December 2018, which is 10.8% behind the MSCI Emerging Market Index. 
Emerging markets came under pressure on the back of global developed markets sharply declining towards the end of the 
year, led down by a sharp correction in the US, which dampened equity sentiment worldwide. Late cycle fears coupled with 
deteriorating trade talks between China and the US drove risk-off sentiment. Adding to concerns are Brexit’s lack of resolution and 
increasing downside risks, while Europe seemingly still hasn’t managed to lift itself out of its weak period. Chinese hard landing 
fears continued to spike, especially as the ongoing tariffs begin to have a material impact on their economy. Over the last quarter 

the biggest contributor. Over the course of the year, the largest negative detractors over the quarter were Kroton, British American 

to offset the impact of the negative contributors. 

 INTERNATIONAL EQUITY: BAILLIE GIFFORD 

The Baillie Gifford Global Alpha Fund was added to the global equity strategy in December 2015 
to achieve more balance in this building block, particularly from an investment style perspective. 

Baillie Gifford’s philosophy stems from the belief that share prices ultimately follow earnings. They achieve this by identifying 
companies they believe enjoy sustainable, competitive advantages in their industries and that will grow earnings faster than the 
market average. The portfolio returned -10.2% during the past 12-month period ending 31 December 2018, underperforming the 

outperformance, while the UK, Europe and North America detracted. The largest relative contributors were Banco Bradesco 

at +1.7% and +0.2% respectively. Consumer discretionary and energy were the largest detractors at -0.9% and -0.6%, respectively.
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    INTERNATIONAL EQUITY: HARRIS 

with strong business fundamentals and proven management teams. They build high-conviction 
concentrated portfolios, underpinned by the bottom-up value investment process and upside potential of each of the stocks.  
The portfolio returned -19.5% during the 12-month period ending 31 December 2018, underperforming the MSCI All Country 

markets worldwide, only Brazil and Russia were positive and the best performing developed market, New Zealand, was negative. 
This highlights the materially bad year of 2018, much of which happened in the last quarter of the year. During the quarter, India 
was the only country to contribute positively to return, while the US, UK and Switzerland were the largest detractors. Axis Bank 

Industrial, National Oilwell Varco and Julius Baer Group detracted most from fund return. 

    AFRICA FRONTIERS 

The portfolio returned -0.1% for the 12-month period ending 31 December 2018, outperforming the 

performance over longer periods. Another key point of focus, is Zimbabwe as they battle illiquidity, a change in government and 

MANAGERS

In SA nominal bonds, valuations remained cheap at year-end compared to their longer-term fair 
value despite the quarter’s gains. Prudential continues to be overweight in this asset class and still prefers longer-dated government 

further credit rating downgrades, especially given the deterioration in the country’s growth rate. 

rising real yields. Prudential remains neutrally positioned in this asset class. Real yields are attractive at around 3.0% for 10 years, 

The Prudential Flexible Fixed Income Fund returned 2.3% for the quarter ending December 2018. As at the end of December 2018, 

     SOUTH AFRICAN FIXED INCOME 

investors. The year started with tremendous promise as EM bond yields and currencies appreciated 

combination of higher US rates and slower global growth painted a very poor picture for EM. EM market bonds were down 7.9% in 
US dollars for 2018, while EM bonds in their local currencies only returned a paltry 2.9%. SA didn’t fare much better, as concerns on 
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what was forecast, but still uninspiring. 

global sentiment recently. SA bonds still offer a respectable cushion against further global policy normalisation. At current levels, 
the yields on offer in the local bond market are fairly valued relative to their underlying fundamentals and warrant a neutral to 

has resulted in real yields moving to levels that have not been seen in at least the last eight years. While nominal bonds continue 
to compare favourably to ILBs, the balance in the front end of the curve has shifted towards ILBs.

The Coronation Flexible Fixed Income Fund returned 2.0% for the quarter ending December 2018. As at the end of December 

market is now only discounting one rate hike over the next 18 months and a rather benign outlook for interest rates in SA is now 

markets and emerging markets. Sovereign risk premia did rise through May in a risk-off scenario but then pulled back in the fourth 
quarter as the global slowdown scenario unfolded. SA remains priced in line with a BB economy.

Investments within the cash portfolio have a residual maturity of less than 13 months and a weighted average, legal maturity not 
exceeding 120 days. The cash portfolio returned 1.9% over the quarter ending December 2018 and about 7.8% over the last 12 
months, outperforming the STeFI three-month benchmark return of 6.9%. 
 

  SOUTH AFRICAN CASH 

The Fund’s maturity position at the end of December was at 114 days. The Fund’s investments are well 

98.0% of the strategy was exposed to F1/F1+ rated investments, in other words, a highly rated investment.

     CORONATION BALANCED

The Fund entered 2018 with a relatively low level of exposure to local and global equity markets and 
the manager has taken advantage of the sell-off to increase exposure to these risk assets. Exposure to 

for a very negative outcome, and, should we see a stable and well-supported election victory for President Cyril Ramaphosa, this 
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With the recent sell-off in US markets, Coronation will also look to add to global equity in the coming months, as we should move 
through the uncertainty of Brexit and European elections and into a period of relative stability. Coronation have increased their 

yields of 9% to 9.5% are very attractive. Globally, bonds remain unattractive given the low levels of real yield available. Property 
continues to look attractive to long-term investors on both the domestic and global front. 

Domestic names have derated to yields of 10% and above, while high-quality US and European retail REITs have de-rated to high 
single-digit yields in hard currencies. Coronation have maintained their SA exposure and selectively increased global property 
exposure to take advantage of these attractive yields.

 FOORD BALANCED 

consumer services and industrial counters.

given the long-term structural tailwinds supporting many of these companies. Foord continues to avoid retail and commercial 
property counters in the main given the structural challenges facing the sector. The small listed property position is mostly in 
Capital & Counties and niche counters less correlated to major economic drivers.

available to exploit liquidity-driven sell-offs. 

     PRUDENTIAL BALANCED

Prudential remains underweight global sovereign bonds and underweight duration to reduce 
interest rate risk, preferring to hold investment-grade US and European corporate bonds. These 

assets are now slightly cheap and have the potential for stronger returns going forward should the US interest rate hiking cycle 
start to slow and/or be curtailed as expected. For global equities, widespread losses made asset valuations even more attractive 
and the manager maintained their overweight position. 

Emerging markets and currencies were especially well valued on many measures: for example, South Korea’s KOSPI was trading at 
less than 1x its 12-month forward price/book value. Although the US saw bigger losses than most other markets over the quarter, it 
was coming off a relatively expensive base. Prudential believes other global markets offer better value and capital allocation here 

South African equities became cheaper during the quarter, as prices dropped but forward earnings moved largely sideways. The 
SWIX’s 12-month forward P/E fell to around 11.8X at quarter-end from around 12.6X in Q3, 19% cheap compared to its long-term fair 
value estimate of 14.5X. Notably, companies’ reported earnings have risen substantially in the past two years, and are forecast to 
rise further, with the market’s 12-month forward earnings growth estimated around 25%. This means that even if this anticipated 
earnings growth does not materialise, there is still a fair amount of room for earnings to disappoint. On the back of more attractive 
valuations during the quarter, Prudential added further to their overweight position in SA equities. 
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SA equity earnings have been depressed relative to their long-term trends, and therefore have the potential to improve if the 
current government has even modest success in lifting the rate of potential growth. Prudential still holds resources stocks with 
exposure to global growth and foreign currency earnings like Anglo American, BHP Billiton, Exxaro, Sasol and Sappi, as well as 
global giants such as Naspers and British American Tobacco. 

which have offered attractive valuations with relatively high dividend yields. Prudential is still underweight retail stocks given the 

In SA nominal bonds, valuations remained cheap at year end compared to their longer-term fair value despite the quarter’s 
gains. Prudential continues to be overweight in this asset class and still prefers longer-dated government bonds due to the 

remains a threat and the SA government and businesses have not yet done enough to eliminate the prospects of further credit 
rating downgrades, especially given the deterioration in the country’s growth rate. 

real yields. Prudential remains neutrally positioned in this asset class. Real yields are attractive at around 3.0% for 10 years, the 
highest level in a decade, but we still believe that better value exists elsewhere in long-dated nominal bonds and equities.

    ALLAN GRAY BALANCED

valuations, which is normally a good sign for long-term returns. 

Stepping back and looking at the Fund, a number of companies are trading at fat discounts to Allan Gray’s intrinsic value estimates, 
and some of it looks extreme.

     CORONATION ABSOLUTE RETURN

The fund’s relatively high exposure to bonds helped to reduce the negative returns from risky assets, 
resulting in a marginally negative return for the year. The merits of investing in an absolute return 

fund were clearly demonstrated during this market meltdown. 

The largest contributor to performance over the year was the exposure to Anglo American, while smaller positions in Anglo 
American Platinum and BHP Billiton also helped. The biggest detractors were British American Tobacco, Aspen Pharmacare, 
Naspers and MTN.

Looking forward to 2019, Coronation is certainly more optimistic about the potential stock market returns. The ratings of many 
stocks have adjusted downward and the earnings base for domestic companies is particularly low. Coronation has added to 
a range of stocks, including British American Tobacco, Shoprite and others. As far as Naspers is concerned, the share remains 
the largest holding in the Fund, given the compelling opportunity set latent in this business. British American Tobacco, a major 
holding in the Fund, ended the quarter at -27.4% and the year at -43.4%. Trading on 7.6 times its forward earnings and with a 
dividend yield of 9%, the share offers exceptional value. 

Coronation’s investment stance of adding to domestic assets while reducing global exposure was driven by the fact that they see 

real yield of close to 5%. The Fund’s weighting to domestic equities has been increased into price weakness. The Fund’s global 
exposure has been trimmed to make space for the more attractive local assets.
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This has been a challenging year for investors, with a number of disappointments. Shares prices plummeted on disappointing news 

believes higher returns should be achievable in the periods ahead.  

Over the past year, Coronation returned -0.9%. 
  

    INVESTEC ABSOLUTE RETURN

For the quarter, the portfolio delivered negative absolute returns in a challenging and volatile market 
environment.

 
The local equity component was the largest absolute detractor from performance over the quarter. Key detractors included British 
American Tobacco, whose share price plummeted following news that the US Food and Drug Administration plans to ban menthol 
cigarettes. Sasol also struggled as the oil price tumbled by around 20% in US dollars. Contributions from the JSE and Standard 

the global equity market, was another large absolute detractor over the quarter given the widespread market sell-off. Notable 
detractors over the quarter were positions in Amadeus IT Group, Anheuser-Busch InBev, Moody’s and Reckitt Benckiser.

In Investec’s offshore exposure, consumer staples and technology positions were the largest contributors to performance, as 
well as not holding Apple, which shed close to 30% over the quarter. Key positions in Twenty-First Century Fox, Nestlé, Verisign, 
Johnson & Johnson, Unilever and NetEase added to relative returns over the quarter. The local bond component was a positive 
absolute contributor to performance over the quarter, as yields compressed with news that the SA economy had emerged 
from a technical recession in the third quarter. December did, however, show a pullback in some of these gains as power utility 
Eskom initiated rolling power outages while highlighting its balance sheet problems, and requesting the government to assume  
R100 billion of its debt. Holding in the NewGold ETF contributed positively to performance in the fourth quarter, after being 
ignored by investors for most of the year. Investor fear of the end of the bull market in stocks and heightened volatility meant that 
gold garnered some attention.

Investec’s preferred asset class remains global equity with a preference for high-quality global equities, generating high and 
sustainable returns on invested capital. The manager has sought out locally-listed global businesses with little dependence on a 
weak South African economy. Locally, the best opportunity remains SA government bonds, offering more attractive risk adjusted 
yields as emerging market risk-off sentiment has come to the fore. At yields in excess of 9%, these instruments offer far higher 
risk-adjusted return potential than the retail, banking and property sectors. The bond exposure remains prudent: lower duration, 
higher quality instruments, with exposure balanced against offshore holdings to limit the potential for loss.

Investec therefore maintains a balance of exposures in the portfolio. This offers protection against a range of potential outcomes. 
With risk at the fore and liquidity being drained away, Investec does not believe it is appropriate to position the portfolio for any 
single particular outcome.

Over the past year, Investec returned 1.0%.

    PRUDENTIAL ABSOLUTE RETURN

Despite good news regarding SA’s emergence from recession with third quarter 2018 GDP growth of 

worsening creditworthiness combined with the risk-averse global sentiment to weigh on local markets in Q4 2018.

in the UK, EU and Japan they are still near record-low levels, such that taken as a whole, valuations remain relatively unattractive 
versus equities, and are still at risk to rising interest rates globally. Prudential remains underweight global sovereign bonds and 
underweight duration to reduce interest rate risk, preferring to hold investment-grade US and European corporate bonds. These 
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assets are now slightly cheap and have the potential for stronger returns going forward should the US interest rate hiking cycle 
start to slow and/or be curtailed as expected. For global equities, widespread losses made asset valuations even more attractive 
and the manager maintained their overweight position. Emerging markets and currencies were especially well valued on many 
measures: for example, South Korea’s KOSPI was trading at less than 1x its 12-month forward price/book value. Although the US 
saw bigger losses than most other markets over the quarter, it was coming off a relatively expensive base. Prudential believes other 

US equities to a lesser extent.  

South African equities became cheaper during the quarter, as prices dropped but forward earnings moved largely sideways.  
The SWIX’s 12-month forward P/E fell to around 11.8x at quarter-end from around 12.6x in the third quarter, 19% cheap compared 
to its long-term fair value estimate of 14.5x. Notably, companies’ reported earnings have risen substantially in the past two years, 
and are forecast to rise further, with the market’s 12-month forward earnings growth estimated around 25%. This means that 
even if this anticipated earnings growth does not materialise, there is still a fair amount of room for earnings to disappoint.  
On the back of more attractive valuations, during the quarter Prudential added further to their overweight position in SA equities. 
SA equity earnings have been depressed relative to their long-term trends, and therefore have the potential to improve if the 
current government has even modest success in lifting the rate of potential growth. Prudential still holds resources stocks with 
exposure to global growth and foreign currency earnings like Anglo American, BHP Billiton, Exxaro, Sasol and Sappi, as well 

including Old Mutual, Standard Bank and Barclays Group Africa, which have offered attractive valuations with relatively high 

do hold a select overweight in Pick ‘n Pay.

In SA nominal bonds, valuations remained cheap at year-end compared to their longer-term fair value despite the quarter’s 
gains. Prudential continues to be overweight in this asset class and still prefers longer-dated government bonds due to the 

remains a threat and the SA government and businesses have not yet done enough to eliminate the prospects of further credit 

quarter’s return of 0.4%, valuations were little changed. ILBs produced a nominal return of 0.3% for the year, and their performance 

in this asset class. Real yields are attractive at around 3.0% for 10-years, the highest level in a decade, but still believe that better 

Over the past year, Prudential returned -6.6%. 

which were in-the-money following the equity weakness of recent months, and re-struck new 
hedges in order to obtain more effective protection. Given the attractive relative valuations we see in domestic equities compared 
to offshore equities, the manager trimmed offshore equity allocation in favour of local equities. This strategy resulted in a reduction 
in overall offshore allocation, despite the weaker rand. Sanlam Investments still continues to favour a healthy allocation to short-
term interest-bearing instruments, an asset class that continues to provide strong real returns with low volatility. Allocations to 

Over the past year, SIM returned 3.4%.
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Registration number 1999/004643/06. 

the Financial Advisory and Intermediary Services Act 37 of 2002 to furnish advice and render intermediary services with regard to 

The investment portfolios are market-linked. Products are either policy based or unitised in collective investment schemes. 

investor may not get back the full amount invested. Past performance is not necessarily a guide to future investment performance. 

access to price-sensitive and unpublished information in relation to the Old Mutual Group are further restricted in their dealings in 
Old Mutual shares. All employees of Old Mutual Multi-Managers are remunerated with salaries and standard short-term and long-
term incentives. No commission or incentives are paid by Old Mutual Multi-Managers to any persons. All inter-group transactions 
are done on an arm’s length basis. Returns on these products depend on the performance of the underlying assets.
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