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This past quarter has shown that success, even by a fine margin, still makes you a champion. England’s success in the cricket 
world cup by scoring more boundaries in one over, Djokovic winning Wimbledon in an extended last set tie-break and 
Manchester City winning the English premier league by 1.6mm all point to the fact that a win is a win. In the political arena, 
previous small margin victories however have made a huge impact on the current world markets. Marginal wins in the US 
election by Donald Trump and the Brexit vote in 2016 probably played the biggest role in the way markets moved over the 
past three months.

Trump’s trade wars with China turned a very good start to the year around to a position where markets are now bumping 
along. Positive sentiments about global growth rates are now being reviewed.

Locally, the close win at the ANC electoral conference in 2017 by Cyril Ramaphosa is hampering much needed reform in 
South Africa. Despite the 2019 national election going relatively well, the ANC factional in-fighting seems to have escalated.

What does this all mean for us as multi-managers looking after your clients’ and members’ investments? A key function of 
an asset manager is managing the risks and potential risks that may arise. Asset allocation is our critical tool in managing 
risk and we have shown over the past 10 years that our tactical asset allocation has created significant value in our funds. The 
selection of asset managers is our second most important risk management activity. We have seen over the past 10 years that 
asset managers who have outperformed on a relative basis experience periods where they really struggle. 

Through the diversification of the managers we use, we minimise single manager risks. The blending of the managers we use 
is a good combination of qualitative (people, process, philosophy, business, etc.) and quantitative (what the numbers show) 
research. We seek to produce a consistent overall performance so that we can achieve our targeted real returns, and our 
manager line-up is critical in achieving this. Our recent manager changes, we believe, have improved our risk management.

A key risk management role as trustee or adviser is to ensure that your members/clients stay committed to investment plans 
that have been put in place and don’t switch in and out of funds as this often leads to inferior investment outcomes. I trust 
that our weekly Market Matters publication assists you in educating your members/clients and gives an up-to-date picture 
of the macro-economic environment. 

I close with a brief comment on the Zondo Commission. Some of the testimonies remind me of the old British TV series, 
Fawlty Towers, and as a challenge, I would be interested if you know why I think so. Please send me an email with your views 
and it would be great if, at the same time, you can send feedback on our quarterly report.

Thank you once again for your support.

All the best 

Trevor

BUSINESS UPDATE
TREVOR PASCOE
CEO | Old Mutual Multi-Managers
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OVERVIEW OF OUR INVESTMENT OFFERINGS

FUND CATEGORY

Max 28 Fund

Strategy Funds
Old Mutual Multi-Managers Inflation Plus 1-3%

Old Mutual Multi-Managers Inflation Plus 3-5%

Old Mutual Multi-Managers Inflation Plus 5-7%

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
The Strategy Funds are a set of investment strategies that is constructed to achieve specific real return (after-inflation) targets over 
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
•  Inflation Plus 1-3% Strategy – aims to achieve returns equal to CPI+1-3% over a three-year period
•  Inflation Plus 3-5% Strategy – aims to achieve returns equal to CPI+3-5% over a five-year period
•  Inflation Plus 5-7% Strategy – aims to achieve returns equal to CPI+5-7% over a seven-year period

RISK AWARE FUNDS 
The Risk Aware Funds consists of Absolute Balanced, Absolute Defensive and Absolute Cautious Funds. These Funds each have 
dual objectives of short-term capital protection and long-term inflation-beating returns:
•  Absolute Balanced Fund – CPI+6% - capital protection over rolling 18-month periods
•  Absolute Defensive Fund – CPI+4% - capital protection over rolling 12-month periods
•  Absolute Cautious Fund – CPI+3% - capital protection over rolling 6-month periods

PEER FUND
The Managed Fund is an investment policy wrapped portfolio (in terms of the Long-Term Insurance Act) and will seek to provide 
a truly diversified solution for investors looking for real growth of capital over the long term. The Fund invests across all permissible 
asset classes including domestic equities, bonds, cash, property and offshore assets (up to a maximum of 30%). An additional 
allocation to Africa of 5% is allowed. Due to its multi-managed nature, the Fund is expected to provide similar returns to the 
average single-managed balanced fund over time, but with lower volatility. This policy-based investment is specifically designed 
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

The Money Market Fund is an investment policy wrapped portfolio (in terms of the Long-Term Insurance Act) aimed to target 50 
basis points (before fees) above inflation over the medium to long term. This policy-based investment is specifically designed for 
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 second quarter of 2019, we communicated to you on the following:

PRODUCT UPDATES
• Inflation-Linked Bond Mandate - Changes (15 April 2019)

In actively managing the investment strategies, our objective at Old Mutual Multi-Managers is to ensure that each strategy 
has the highest probability of achieving its targeted return at an appropriate level of risk. We continue as always, to closely 
monitor the strategies and make the necessary changes to ensure that we achieve each strategy’s objective. This note details 
the changes we have made to our inflation-linked bond (ILB) mandate. Implemented changes are effective 1 March 2019.

Given the constraints of illiquidity and interest rate risk in trying to achieve the mandate objective, we have decided to 
terminate the ILB mandates and merge these into the flexible fixed income (FFI) mandate described earlier. This mandate is 
broad allowing investment in a wide array of fixed income instruments such as ILBs, credit, various short dated instruments 
and nominal bonds. The objective of the FFI mandate is to outperform the ‘better of bonds or cash’ over rolling three-year 
periods with a long-term real return expectation of approximately 2% per annum. Liquidity in the nominal bond market 
is considerably higher than that of the ILB market (on average 16 times higher based on monthly trading volumes). More 
importantly, given the flexibility of the FFI mandate, our managers have been able to achieve the mandate objectives with 
less risk than the All Bond Index.

Prescient Investment Managers has been introduced as a third manager to our flexible fixed income building block. They will 
manage the assets that were previously in the ILB mandates managed by Prescient and Prudential and that have now been 
converted into the FFI mandate. We detail reasons for our allocation to Prescient later in this note.

BUSINESS UPDATES
• Protection of Personal Information (4 June 2019)

In terms of the Protection of Personal Information (PPI) Act, Old Mutual Multi-Managers will be legally obliged to protect 
any personal information that we hold for our clients. Company information that is not freely available to the public is also 
classified as personal information.

In order to protect our clients’ personal and company information when emailing such documents externally, Old Mutual 
Multi-Managers is implementing password protection. Passwords to documents will be sent to clients in a separate 
communication. This is effective from today, 4 June 2019.  

Documents containing information on our standard fund offering will not be password protected, as this information is also 
available to the public on our website.

CLIENT COMMUNICATION SUMMARY
JO-ANN DE KLERK
Head | Marketing and Customer Support



8Q2 INSTITUTIONAL REPORT

• Old Mutual Multi-Managers Is Moving Offices (6 June 2019)

The Cape Town-based Old Mutual Multi-Managers office is relocating to new premises with effect from Monday, 10 June 
2019.  The new address is:

Old Mutual Multi-Managers
West Entrance
Mutualpark
Jan Smuts Drive
Pinelands
7405

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

Kind Regards

Kind regards
Jo-Ann

CLIENT COMMUNICATION SUMMARY
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SYNOPSIS:
•  Global bonds and equities rally on expected rate cuts
•  Weaker dollar supports emerging market assets and currencies
•  Local bonds and equities followed global markets higher

GLOBAL

Equities surged across the board in June, driven by actual and expected central bank easing. This followed the sharp declines 
of the previous month. Returns for the first six months of the year are therefore strong. In fact, it has been the best first half in 
many years. The prospect of lower US interest rates saw the dollar lose some ground against the yen and euro. Even though 
European and Japanese rates are much lower, it is the expected change that matters. The softer dollar in turn boosted 
returns from emerging markets.

The MSCI All Countries World Index, which covers developed and developing markets, gained 6.6% in June and 16.6% year 
to date in US dollars. Over one year, however, this broad benchmark of global equities only returned 7%, including dividends, 
and is still below its all-time high, set in January 2018. 

The US S&P 500 hit a new record high on the way to returning 7% in June. For the first half of the year, the US benchmark 
returned 18.5% and over one year, 10.5%.

The Eurostoxx 600 Index returned 4.5% in June, and 17% year to date in euros. The 12-month return was 5.8%. The Japanese 
Nikkei 225 also had a positive month, with a 3.5% return, but the six-month return was far less impressive at 7.5%, while it is 
still in the red over 12 months. A stronger yen tends to hurt Japanese equities. 

Emerging market equities had a good month, apart from India, where markets gave back some of the post-election gains. 
The MSCI Emerging Markets Index returned 6.5% in June and 10% in the first half of 2019 in dollars. It still lags developed 
markets over 12 months, with a 4% dollar return. 

As expectations of future interest rates and inflation fell, bond yields tumbled further. The US 10-year Treasury yield fell from 
2.16% to 2% - below the current Fed funds rate - having started the year at 2.5%. German equivalent bond yields hit new 
record lows at -0.3%. The FTSE World Government Bond Index returned 2% in dollars in June, and an impressive 5.6% return 
over the past six months.

Global listed property was positive in June, but lagged both bonds and equities. This was partly due to having surged in the 
prior months. The FTSE EPRA/NAREIT Developed Index returned 1.7% in dollars in the month, with year-to-date returns neck-
and-neck with global equities at 15%. It outperformed bonds and equities over 12 months, with a 9% return. 

Oil had a strong month, supported by the standoff between the US and Iran. Brent crude ended June at $66 per barrel, 
up 22% for the first six months of the year. However, the response to a possible armed conflict in the Middle East has been 
remarkably muted all in all, pointing to underlying weakness in the market. Gold jumped 8% in the month to a six-year high 
of $1 412 per ounce. Since gold does not pay any income, it benefits from declining US interest rates. Platinum and palladium 
were also positive.

LOCAL AND INTERNATIONAL 
MARKET COMMENTARY
IZAK ODENDAAL
Investment Strategist
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LOCAL

The rand benefited from the softer US dollar, gaining 3% against the greenback during the month to close at R14.10 per 
dollar. This means the rand is about 1% stronger than at the start of 2019, and only 2.5% weaker than a year ago. The stronger 
rand is a double-edged sword for investors, since it boosts returns from interest rate sensitive assets (including bonds, bank 
and retail shares and listed property), but is a drag on the return from rand-hedge shares and direct offshore exposure. The 
rand gained 2% against pound sterling and 1% against the euro in June. 

Despite being dominated by rand hedges, local equities performed well. The FTSE/JSE All Share Index returned 4.8%, pushing 
2019 returns back into double-digit territory at 12%. The return over one year was in line with inflation at 4.4%. The FTSE/JSE 
Capped SWIX, our preferred benchmark, returned 2.8% in June. It has a lower exposure to the mining heavyweights than the 
All Share Index, as well as a lower Naspers weight. Year-to-date returns of 7% were ahead of bonds and cash, but one-year 
returns of only 1% lags behind.

Gold shares predictably led the rally in resources, with the gold mining index jumping 24% in June. Resources returned 10% 
in the month, lifting one-year returns to 21%, almost solely generated in 2019. General mining also had a strong month with 
an 11% return.

Industrials returned 3.7% in June and 11.7% in the first six months of the year. However, returns over 12 months were negative. 
The best performing large category in industrials in the first six months of the year, was personal goods (Richemont) with a 
27% return.

Financials was positive, but lagged the other two main economic sectors on the JSE. Financials returned 1.3% in June and 
5.6% over twelve months, with most of the latter generated this year. Banks outperformed insurers in June and year to date, 
but have delivered a similar return over 12 months. 

Listed property was positive in June, with a 1.5% return on the FTSE/JSE All Property index. The sector lags the broader equity 
market for the first six months of 2019 with a 2.7% return, and is still negative over 12 months. 

Local bonds rallied in June, and the All Bond Index returned 2.2%. This means that bonds outperformed cash over six and 
12 months (with a 7.6% and 12% return respectively). The yield on the 10-year local currency bond fell to 8.1%, but remains 
attractively high in a global context. However, inflation-linked bonds were marginally positive in June and lag nominal bonds 
and cash over six- and 12-month periods too. 

In summary, the major local and global asset classes were positive in rand terms in the first half of the year, in stark contrast 
to the second half of last year. A typical balanced portfolio will therefore be ahead of inflation halfway through 2019. 

LOCAL AND INTERNATIONAL MARKET COMMENTARY

This document is for information purposes only and does not constitute financial advice in any way or form. It is important to consult a financial planner to receive 
financial advice before acting on any information contained herein. Old Mutual Wealth and its directors, officers and employees shall not be responsible and disclaims 
all liability for any loss, damage (whether direct, indirect, special or consequential) and/or expense of any nature whatsoever, which may be suffered as 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
July 2007 - June 2019 (not annualised if less than 1 year)

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

JSE AllShare (J203T) 12.21% 3.92% 4.42% 9.59% 6.89% 6.12% 5.85% 13.47%

JSE SWIX (J403T) 9.04% 2.86% 1.20% 6.31% 4.26% 4.23% 5.40% 13.48%

JSE Top 40 (J200T) 13.45% 4.61% 4.57% 10.49% 7.43% 6.21% 5.64% 13.34%

JSE FINI (J580T) 4.96% 5.44% 5.66% 8.06% 6.22% 3.89% 7.09% 15.06%

JSE INDI (J257T) 11.73% 4.01% -3.69% 1.76% 1.75% 3.17% 5.25% 16.82%

JSE RESI (J210T) 19.20% 2.60% 18.46% 30.86% 20.58% 9.02% 0.14% 5.10%

JSE Midcaps (J201T) 4.26% 1.45% 5.19% 4.43% 1.94% 4.15% 5.61% 13.38%

JSE Smallcaps (J202T) -1.63% 1.84% -10.89% -5.31% -2.81% -1.01% 1.77% 11.81%

JSE Gold Mining (J150T) 46.59% 29.60% 90.59% 29.97% -4.14% 19.73% 7.91% -0.26%

JSE Value (J330T) 9.25% 1.88% 3.50% 10.54% 6.59% 3.24% 2.25% 10.86%

JSE Growth (J331T) 15.06% 5.85% 4.88% 9.12% 7.19% 7.99% 8.20% 15.02%

ALBI 7.65% 3.70% 11.50% 10.84% 9.86% 8.69% 8.59% 9.02%

STeFI 3.60% 1.80% 7.31% 7.33% 7.43% 7.28% 7.08% 6.55%

JSE All Property Index (J803T) 2.76% 1.48% -5.06% -7.01% -4.69% -1.74% 3.28% 11.72%

FTSE 100 INDEX 8.11% -2.58% -3.57% 3.48% 1.53% 1.72% 1.67% 9.45%

COMPOSITE DAX INDEX 13.52% 5.36% -0.59% 4.54% 8.38% 8.53% 7.57% 15.19%

NIKKEI 225 INDEX 6.11% 0.79% 0.89% 9.18% 7.79% 8.53% 11.83% 13.33%

MSCI World Index 15.06% 1.89% 10.02% 13.38% 10.98% 12.70% 13.42% 18.24%

SA CPI 2.19% 1.73% 4.48% 4.43% 4.77% 5.13% 5.01% 5.21%

Currency: ZAR
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INDUSTRY UPDATES

AFENA CAPITAL
Grant Cloete, who served as Chief Executive Officer and Head of Client Management, resigned as an employee of Afena on 1 March 
2019, with his last day of service being 31 May 2019. The Afena Capital board has appointed Mila Mafanya as the company’s Interim 
Chief Executive Officer, while also retaining his primary role as Head of Equities. 

ALL WEATHER CAPITAL
All Weather Capital announced an internal promotion and a new senior appointment during the quarter. Sanelisiwe Tofile has 
been promoted to Deputy Chief Investment Officer (reporting to Shane Watkins, the current CIO). Sanelisiwe has been with the 
All Weather business since inception. In addition, Patsy David has been appointed as All Weather’s new Head of Research, and 
officially joins All Weather in July 2019. Patsy was previously at ABSA Asset Management in a role as a Senior Investment Analyst 
with Co-Portfolio Manager responsibilities.

CATALYST FUND MANAGERS
In April 2019, Catalyst announced the promotion of Mvula Seroto, who has taken on additional portfolio management 
responsibilities and will now be co-managing the SA Listed Property Funds alongside Zayd Sulaiman. Catalyst has also added 
Molebogeng Ledingwane to the SA team, who joins their graduate trainee programme.

GRANATE ASSET MANAGEMENT
Granate announced the appointment of Paul Bosman and Henno Vermaak as of June 2019. Paul and Henno previously held senior 
positions at PSG Asset Management. Paul will assume overall leadership responsibility for Granate and, together with Henno 
and the rest of the team, build out a multi-asset offering. In addition, Jonathan Myerson will be leaving Granate to join Visio on  
1 July 2019, where he will be responsible for developing their fixed interest capability. 

Granate also announced that RMI Investment Managers will dilute its shareholding in Granate to a minority stake of 30%, which 
aligns Granate with its business model of partnering owner-managed boutique investment businesses.

PRESCIENT INVESTMENT MANAGEMENT
Prescient announced that they have concluded a deal, with an effective date of 1 April 2018, that significantly elevates the group’s 
empowerment credentials in a transaction led by Thabo Dloti. Sithega, an investment holding company where Thabo Dloti is the 
Managing Director, acquired a controlling equity stake in Prescient. The deal involves Prescient forming a strategic partnership 
with Sithega, as well as the introduction of an ownership scheme for Prescient management. Prescient’s founding members, 
Herman Steyn and Guy Toms, remain fully invested in the business. 

STANLIB
STANLIB announced the transition of their Fixed Income franchise to a Single Head. Victor Mphaphuli joined Henk Viljoen as the 
Co-Head of the franchise in 2016, with a view to ultimately adopt responsibility for the team. Victor Mphaphuli will be taking over 
as the sole Head of Fixed Income in a transition to be implemented over the course of the next four months. Henk Viljoen will 
remain with STANLIB as part of the Equity and Balanced team as a Senior Portfolio Manager focused on enhancing the Tactical 
Asset Allocation capability, where he will work closely with Herman van Velze, the Head of STANLIB Multi-Asset. 

TRUFFLE ASSET MANAGEMENT
Truffle announced the resignation of Jonathan du Toit, who joined Truffle in 2010 as a Senior Portfolio Manager. Jonathan, who 
was responsible for the management of one of Truffle’s hedge funds, will remain in the employ of Truffle until 31 July 2019 to 
ensure a smooth handover of his portfolio management responsibilities. 
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VISIO FUND MANAGEMENT
Visio announced the appointment of Jonathan Myerson, effective 1 July 2019, to the Visio team where he will be responsible 
for developing their fixed interest capability. Prior to joining Visio, Jonathan served as Head of Fixed Interest at Granate Asset 
Management and Cadiz Asset Management. Visio are also in the process of finalising the appointment of another team member 
that will work closely with Jonathan. 

VUNANI FUND MANAGERS
Vunani announced the departure of Letshego Rankin, who resigned as Executive Director and Head of Business Development 
with effect from 30 April 2019. She leaves to join the MMI Limited Group. Vunani’s CEO, Butana Khoza, will assume the leadership 
of the business development and marketing function, pending the appointment of a suitable individual. 
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WHAT STOOD OUT OVER THE SECOND QUARTER?

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

A FLOCK OF DOVES
Global central banks have shifted their policy stance as the world economy slows while inflation remains subdued. During 
the quarter, there were 23 rate cuts and only five increases. Notable rate reductions were made by the central banks of India, 
Australia, New Zealand, Malaysia and Russia. This “dovish” tilt supported equity markets, and saw bond yields plunge across 
the developed world. 

The most important central bank, the US Federal Reserve (the Fed), kept rates unchanged, but strongly signalled its intention 
to cut in the second half of the year. The European Central Bank is also expected to ease policy, but with its rates in negative 
territory already, there isn’t very far it can go. 

The Fed was still hiking as recently as December. So where does the U-turn come from? The US economy is still in pretty good 
health, even though job growth has cooled and business investment is soft and is expected to grow around 2% this year. That 
is down from last year’s tax cut-fuelled 3% growth rate, but in line with the average growth rate since the Great Recession. 
The Fed’s concerns are threefold: inflation remains below its 2% target and has in fact declined in recent months, raising the 
risk that people will start to believe that inflation will remain at these levels and adjust behaviour accordingly. Secondly, the 
Fed is worried that weakness in the global economy could spill over to US shores, which is a departure from the past practice 
of ignoring the rest of the world. Finally, there is the risk management argument, which calls for cutting rates now rather 
than waiting for the economy to show real signs of weakness, or as Fed Chair Jerome Powell put it, an  “ounce of prevention 
is better than a pound of cure”.

The last point is important. If the Fed was reacting to economic weakness rather than trying to pre-empt it, stock markets 
would be falling, not rising.

ELECTION CHANGES LITTLE
The local general election outcome was broadly in line with expectations, with the ANC securing 57% of the vote. It means 
that President Ramaphosa has a solid mandate from voters to continue cleaning up government and implementing reforms 
to grow the economy. The question remains to what extent he can bring the rest of his party with him. In terms of his Cabinet, 
the reduction in the number of ministries from 36 to 28, while welcome, hardly amounts to the radical reconfiguration and 
streamlining of government that many hoped for. The substantial number of deputy ministers confirms the fact that Cabinet 
appointments are as much about balancing the various interests in the ruling alliance as it is about getting the best team 
in place. Continuity at the key finance, public enterprises and mining ministries is reassuring to investors. But Ramaphosa’s 
ambitious reform agenda will likely be constrained by the internal politics of the ANC alliance. 

There is no indication that the pessimism that was pervasive prior to the election has dissipated. Politics continues to be noisy 
and businesses and consumers are still uncertain about the future.  

MARKET INSIGHT
IZAK ODENDAAL
Investment Strategist
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LOCAL ECONOMY STRUGGLING
South Africa’s economy contracted at double the rate expected by most economists in the first quarter. The -3.2% annualised decline 
in gross domestic product (GDP) from the fourth quarter means year-on-year growth was exactly zero. In real (after inflation) terms, 
the economy is no bigger than a year ago. 

Load-shedding clobbered the mining and manufacturing sectors in the first quarter, with the former sector also impacted by the 
extended strike at gold miner Sibanye. Fixing Eskom financially and operationally is the number one short-term requirement for an 
economic rebound. Fortunately, the second quarter progressed without any major electricity outages which should reflect in the 
manufacturing and mining output data when it is released. 

Consumer spending accounts for 60% of economic activity and is the ultimate driver of local economic growth. It suffered the 
first quarterly decline since 2016. Compared to a year ago, consumer spending was only 1% higher in real terms in the first quarter. 
While households benefit from low inflation, nominal after-tax income growth has also slowed so there is almost no growth in real 
purchasing power. Though expected rate cuts should ease some pressure on consumers, the local cutting cycle is likely to be shallow 
as the SA Reserve Bank remains cautious. 
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OLD MUTUAL MULTI-MANAGERS  
MAX 28 FUND

The Fund is an amalgamation of the Old Mutual Multi-Managers Aggressive Fund and the Old Mutual Multi-Managers 
Inflation Plus 7% Strategy. 

INCEPTION DATE: 14 October 1999 ASSETS UNDER MANAGEMENT: R825m

COMMENTARY 

This quarter, the Fund returned 0.1% net with the FTSE/JSE All Share Index (ALSI) returning 3.9% and the All Bond Index (ALBI) 
3.7%. The local property sector was down 1.5%.

Over the last 12 months, the Fund returned 0.7% net while the local bond market returned 11.5%. Local listed property returns have 
remained volatile and are -5.1% lower for the 12 months to end June 2019. Local cash has returned 7.3% for the last 12 months. The 
JSE All Share Index (ALSI) delivered 4.4%.

PERFORMANCE DATA TO 30 JUNE 2019

                                                                    % PERFORMANCE (P.A.)

1 YR 2 YRS 3 YRS 5 YRS 7 YRS 10 YRS SINCE INCEPTION

Old Mutual Multi-Managers Max 28 Fund 1.4% 5.4% 4.7% 6.7% 12.5% 14.4% 13.1%

Strategy Return Target 11.0% 10.9% 11.3% 11.5% 11.8% 11.7% 12.5%

CPI refers to the CPI (all urban areas) as provided by Statistics South Africa, effective 1 January 2009. Prior to January 2009, the CPIX (all metropolitan and urban areas) 
was used as the measure for inflation for our funds.
The benchmark returns shown here are a composite of the two measures. The previous month’s change in inflation is used as an estimate for the current month (since 
inflation numbers are released one month in arrears).

PERFORMANCE AGAINST 
STRATEGY OBJECTIVE* 
(SINCE INCEPTION)

   OLD MUTUAL MULTI-MANAGERS  
MAX 28 FUND 

  STRATEGY RETURN TARGET

The graph illustrates the 
Strategy’s performance against it’s 
performance target.
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The graph shows the strategy’s likely fund range of 
returns over different investment periods, based on 
the research team’s investigation and modelling. 
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OLD MUTUAL MULTI-MANAGERS  
MAX 28 FUND

INVESTMENT OBJECTIVE
This Investment Strategy gives you the opportunity to achieve maximum long-term growth. It invests in diversified portfolios 
of high-quality instruments. The strategy’s primary exposure will be to South African and international listed shares. It aims to 
achieve a return in the range of 6%-7% above inflation over rolling ten-year periods.

This policy based investment is specifically designed for institutional investors and is managed to comply with Regulation 28 of 
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 
managers. Generally, the strategy may invest in South African and international cash, fixed interest securities, listed shares and 
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.
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21Q1 INSTITUTIONAL REPORT

OLD MUTUAL MULTI-MANAGERS  
INFLATION PLUS 1  -  3% STRATEGY

INCEPTION DATE: 14 October 1999 ASSETS UNDER MANAGEMENT: R431m

COMMENTARY 

The Inflation Plus 1-3% strategy returned 6.5% per annum over the recommended minimum investment period of three years. 
Over the last 12 months, this strategy returned 6.0%.

PERFORMANCE DATA TO 30 JUNE 2019
                                                                    % PERFORMANCE (P.A.)

1 YR 2 YRS 3 YRS 5 YRS 7 YRS 10 YRS SINCE INCEPTION

Old Mutual Multi-Managers Inflation Plus 1-3% Strategy 6.7% 7.5% 7.0% 8.0% 11.2% 11.8% 12.9%

Strategy Return Target 6.5% 6.4% 6.8% 7.0% 7.3% 7.2% 8.0%

CPI refers to the CPI (all urban areas) as provided by Statistics South Africa, effective 1 January 2009. Prior to January 2009, the CPIX (all metropolitan and urban areas) 
was used as the measure for inflation for our funds.

The benchmark returns shown here are a composite of the two measures. The previous month’s change in inflation is used as an estimate for the current month (since 
inflation numbers are released one month in arrears).

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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22Q2 INSTITUTIONAL REPORT

OLD MUTUAL MULTI-MANAGERS  
INFLATION PLUS 1  -  3% STRATEGY

INVESTMENT OBJECTIVE
This investment strategy seeks to grow your capital and income at a steady pace. It invests in a range of portfolios diversified across 
various asset classes, asset managers and high-quality instruments, including South African and international cash, listed property 
and listed shares. It aims to achieve a return in the range of 1%-3% above inflation over rolling three-year periods. This policy based 
investment is specifically designed for institutional investors and is managed to comply with Regulation 28 of the Pension Funds 
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 
managers. Generally, the strategy may invest in South African and international cash, fixed interest securities, listed shares and 
listed property. This strategy is considered to be relatively conservative and therefore mainly invests in low risk asset classes such as 
cash and fixed income. This ensures that the strategy provides the necessary capital protection during volatile periods, while also 
being positioned to benefit from rising markets. 

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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23Q1 INSTITUTIONAL REPORT

OLD MUTUAL MULTI-MANAGERS  
INFLATION PLUS 3 -  5% STRATEGY

INCEPTION DATE: 30 June 2003 ASSETS UNDER MANAGEMENT: R4.4bn

COMMENTARY 

The Inflation Plus 3-5% strategy returned 6.8% per annum over the recommended minimum investment period of five years. 
Over the last 12 months, this strategy returned 2.3%. 

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 JUNE 2019
                                                                    % PERFORMANCE (P.A.)

1 YR 2 YRS 3 YRS 5 YRS 7 YRS 10 YRS SINCE INCEPTION

Old Mutual Multi-Managers Inflation Plus 3-5% Strategy 3.1% 6.2% 5.6% 7.5% 11.8% 13.0% 14.0%

Strategy Return Target 8.5% 8.4% 8.8% 9.0% 9.3% 9.2% 9.6%

CPI refers to the CPI (all urban areas) as provided by Statistics South Africa, effective 1 January 2009. Prior to January 2009, the CPIX (all metropolitan and urban areas) 
was used as the measure for inflation for our funds.

The benchmark returns shown here are a composite of the two measures. The previous month’s change in inflation is used as an estimate for the current month (since 
inflation numbers are released one month in arrears).
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The graph illustrates the 
Strategy’s performance against 
it’s performance target.
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24Q2 INSTITUTIONAL REPORT

OLD MUTUAL MULTI-MANAGERS  
INFLATION PLUS 3 -  5% STRATEGY

INVESTMENT OBJECTIVE
This investment strategy seeks to grow your capital and income at a reasonable pace. It invests in a range of portfolios diversified 
across various asset classes, asset managers and high-quality instruments, including South African and international cash, fixed 
interest securities, listed property and listed shares. It aims to achieve a return in the range of 3%-5% above inflation over rolling 
five-year periods. This policy based investment is specifically designed for institutional investors and is managed to comply with 
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 
managers. Generally, the strategy may invest in South African and international cash, fixed interest securities, listed shares and 
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.
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25Q1 INSTITUTIONAL REPORT

OLD MUTUAL MULTI-MANAGERS  
INFLATION PLUS 5 -  7% STRATEGY

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

COMMENTARY 

The Inflation plus 5-7% strategy returned 11.1% per annum over the recommended minimum investment period of seven years. 
Over the last 12 months, this strategy returned 1.0%. 

PERFORMANCE DATA TO 30 JUNE 2019
                                                                    % PERFORMANCE (P.A.)

1 YR 2 YRS 3 YRS 5 YRS 7 YRS 10 YRS SINCE INCEPTION

Old Mutual Multi-Managers Inflation Plus 5-7% Strategy 1.7% 5.8% 5.2% 7.0% 12.5% 14.0% 13.7%

Strategy Return Target 10.5% 10.4% 10.8% 11.0% 11.3% 11.2% 12.0%

CPI refers to the CPI (all urban areas) as provided by Statistics South Africa, effective 1 January 2009. Prior to January 2009, the CPIX (all metropolitan and urban areas) 
was used as the measure for inflation for our funds.

The benchmark returns shown here are a composite of the two measures. The previous month’s change in inflation is used as an estimate for the current month (since 
inflation numbers are released one month in arrears).

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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26Q2 INSTITUTIONAL REPORT

OLD MUTUAL MULTI-MANAGERS  
INFLATION PLUS 5 -  7% STRATEGY

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 
diversified across various asset classes, asset managers and high-quality instruments, including South African and international 
cash, fixed interest securities, listed property and listed shares. It aims to achieve a return in the range of 5-7% above inflation over 
rolling seven-year periods.

This policy based investment is specifically designed for institutional investors and is managed to comply with Regulation 28 of 
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 
managers. Generally, the strategy may invest in South African and international cash, fixed interest securities, listed shares and 
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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27Q1 INSTITUTIONAL REPORT

OLD MUTUAL MULTI-MANAGERS  
ABSOLUTE BALANCED FUND

INCEPTION DATE: May 2004 ASSETS UNDER MANAGEMENT: R249 607 259.60

COMMENTARY

This quarter, the Fund returned 1.2% net with the FTSE/JSE All Share Index (ALSI) returning 3.9% and the All Bond Index (ALBI) 
3.7%. The local property sector was down 1.5%.

As at the end of June 2019, exposure to asset classes for the Absolute Balanced Fund was as follows: domestic equities 38%, listed 
property 6.2%, bonds 17.0% and close to maximum offshore exposure. The Fund has also maintained exposure to alternative asset 
classes such as private equity at 5.6%. 

Over the past quarter, Coronation returned 1.4%, Investec 1.1% and Prudential 0.9%.

MANAGER ALLOCATION

Absolute - Coronation 29.6%

Absolute - Investec 29.4%

Absolute - Prudential 35.4%

Private Equity 5.6%

5 YEAR ANNUALISED RISK ADJUSTED RETURNS
Return (%) Std Dev (%)

Absolute Balanced 6.8 5.9

JSE SWIX 6.4 11.1

JSE Capped SWIX 5.4 10.2

ALBI 8.7 7.6

STeFI 7.0 0.2

SA Listed Property 6.2 13.5

MSCI World Index  14.7 14.9

ASSET ALLOCATION

Private Equity 5.6% 

International Equities 26.6% 

Equity 38.0%

Other 0.8%

Cash 6.1%

Property 6.2%

Index-Linked Bonds 5.0%

Bonds 11.7%



28Q2 INSTITUTIONAL REPORT

OLD MUTUAL MULTI-MANAGERS  
ABSOLUTE BALANCED FUND

FUND OBJECTIVE     
The fund is an investment policy wrapped portfolio (in terms of the long term insurance act)  designed to target non-negative 
returns over rolling 18-month periods with a 6% real return expectation per annum over the long term (before fees). This policy 
based investment is specifically designed for institutional investors and is managed to comply with Regulation 28 of the Pension 
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 PERFORMANCE (%) 

YTD1 2018 2017 2016 2015

Fund 8.6% -3.0% 11.1% 4.4% 11.6%

Benchmark 5.1% 11.2% 10.6% 12.6% 10.7%

HISTORIC RETURNS  
AS AT 30 JUNE 2019

  FUND 

  BENCHMARK 

1. Returns for periods greater than 1 year are annualised.
2.  Where applicable all returns reflected are net of performance fees paid to underlying managers. Where net priced asset manager portfolios are used, returns stated 

are net of net priced asset manager fees and gross of Old Mutual Multi-managers fees.
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29Q1 INSTITUTIONAL REPORT

OLD MUTUAL MULTI-MANAGERS  
ABSOLUTE DEFENSIVE FUND

INCEPTION DATE: October 2002 ASSETS UNDER MANAGEMENT: R650 027 796.74   

COMMENTARY

This quarter, the Fund returned 1.6% net with the FTSE/JSE All Share Index (ALSI) returning 3.9% and the All Bond Index (ALBI) 
3.7%. The local property sector was down 1.5%.

As at the end of June 2019, exposure to asset classes for the Absolute Defensive Fund is as follows: domestic equities 25.0%, 
domestic bonds 20.5% and 20.0% 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 1.9%, Coronation 1.4% and Investec 1.1%.

5 YEAR ANNUALISED RISK ADJUSTED RETURNS
Return (%) Std Dev (%)

Absolute Defensive  7.3  4.8 

JSE SWIX  6.4  11.1 

JSE Capped SWIX  5.4  10.2 

ALBI  8.7  7.6 

STeFI  7.0  0.2 

SA Listed Property  6.2  13.5 

MSCI World Index  14.7  14.9 

Equity 25.2%

Private Equity 5.0%

International Cash 3.0%

International Equity 22.3%

Other 0.7%

Bonds 15.8%

Cash 20.6%

Index-linked Bonds 4.8%

Property 2.5%

ASSET ALLOCATION

MANAGER ALLOCATION

Absolute - Coronation 28.4%

Absolute - Investec 28.3%

Absolute - SIM 38.3%

Private Equity 5.0%



30Q2 INSTITUTIONAL REPORT

OLD MUTUAL MULTI-MANAGERS  
ABSOLUTE DEFENSIVE FUND

FUND OBJECTIVE
The fund is an investment policy wrapped portfolio (in terms of the long term insurance act)  designed to target non-negative 
returns over rolling 12-month periods with a 4% real return expectation per annum over the long term (before fees). This policy 
based investment is specifically designed for institutional investors and is managed to comply with Regulation 28 of the Pension 
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.

CALENDAR YEAR PERFORMANCE (%) 

YTD 2018 2017 2016 2015

Fund 8.4% 0.9% 8.3% 4.0% 12.1%

Benchmark 4.2% 9.2% 8.6% 10.6% 8.7%

1. Returns for periods greater than 1 year are annualised.
2.    Where applicable all returns reflected are net of performance fees paid to underlying managers. Where net priced asset manager portfolios are used, returns stated 

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

HISTORIC RETURNS  
AS AT 30 JUNE 2019

  FUND 

  BENCHMARK 
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31Q1 INSTITUTIONAL REPORT

OLD MUTUAL MULTI-MANAGERS  
ABSOLUTE CAUTIOUS FUND

INCEPTION DATE: October 2005 ASSETS UNDER MANAGEMENT: R166 609 488.43 

COMMENTARY

This quarter, the Fund returned 1.8% net with the FTSE/JSE All Share Index (ALSI) returning 3.9% and the All Bond Index (ALBI) 
3.7%. The local property sector was down 1.5%.

As at the end of June 2019, exposure to asset classes for the Absolute Cautious Fund is as follows: domestic equities 16.0%, 
domestic bonds 26.0% and 30.0% in cash. Offshore is approximately 22%.

Over the past quarter, Prudential returned 0.9% and SIM 1.9%. 

MANAGER ALLOCATION

Absolute - SIM 49.9%

Absolute - Prudential 50.1%

5 YEAR ANNUALISED RISK ADJUSTED RETURNS
Return (%) Std Dev (%)

Absolute Cautious  7.2  3.4 

JSE SWIX  6.4  11.1 

JSE Capped SWIX 5.4 10.2

ALBI  8.7  7.6 

STeFI  7.0  0.2 

SA Listed Property  6.2  13.5 

MSCI World Index  14.7  14.9 

Index-linked Bonds 5 .9% 

Equity 16.0%

International Cash 4.1%

International Equity 18.5%

Cash 30.5% 

Property 5.1%

Bonds 19.9%

ASSET ALLOCATION



32Q2 INSTITUTIONAL REPORT

OLD MUTUAL MULTI-MANAGERS  
ABSOLUTE CAUTIOUS FUND

FUND OBJECTIVE     
The fund is an investment policy wrapped portfolio (in terms of the long term insurance act)  designed to target non-negative 
returns over rolling 6-month periods with a 3% real return expectation per annum over the long term (before fees where applicable). 
This policy based investment is specifically designed for institutional investors and is managed to comply with  Regulation 28 of 
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 PERFORMANCE (%) 

YTD1 2018 2017 2016 2015

Fund 6.8% 1.7% 9.3% 6.1% 8.6%

Benchmark 3.7% 8.2% 7.6% 9.6% 7.7%

1. Returns for periods greater than 1 year are annualised.
2.  Where applicable all returns reflected are net of performance fees paid to underlying managers. Where net priced asset manager portfolios 

are used, returns stated are net of net priced asset manager fees and gross of Old Mutual Multi-managers fees.

HISTORIC RETURNS  
AS AT 30 JUNE 2019

  FUND 

  BENCHMARK 
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33Q1 INSTITUTIONAL REPORT

OLD MUTUAL MULTI-MANAGERS  
MANAGED FUND

INCEPTION DATE: April 2010 ASSETS UNDER MANAGEMENT: R2 671 747 280.38

COMMENTARY

This quarter, the Fund returned -0.1% net with the FTSE/JSE All Share Index (ALSI) returning 3.9% and the All Bond Index (ALBI) 
3.7%. The local property sector was down 1.5%.

It was a mixed second quarter. This is evident in the underlying manager returns, with Prudential returning 1.4%, Coronation 
-0.6%, Foord 0.4% and Allan Gray -2.9%. For the 12 months ending June 2019, Prudential returned 4.4%, Coronation 1.9%, Foord 
0.7% and Allan Gray -1.7%. 

The Fund has returned 2.2% net over the last 12 months.

MANAGER ALLOCATION

Coronation Balanced 29.9%

Prudential Balanced 30.1%

Foord Balanced 20.2%

Allan Gray 19.8%

5 YEAR ANNUALISED RISK ADJUSTED RETURNS
Return (%) Std Dev (%)

Managed Fund  5.8  7.5 

JSE SWIX  6.4  11.1 

JSE Capped SWIX 5.4 10.2

ALBI  8.7  7.6 

STeFI  7.0  0.2 

SA Listed Property  6.2  13.5 

MSCI World Index  14.7  14.9 

ASSET ALLOCATION
Equity 43.0%

International Other 0.5%

International Cash 0.8%

International Bonds 1.0%

International Equities 26.8%

Other 2.2%

Cash 5.3%

Property 4.8%

Index-linked Bonds 0.5%

Bonds 16.3%
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MANAGED FUND

FUND OBJECTIVE
The Fund is an investment policy wrapped portfolio (in terms of the Long Term Insurance Act) and aims to outperform the median 
of the Alexander Forbes Global Large Manager Watch (AFLMW) by maintaining the maximum equity exposure allowed under 
Prudential Investment Guidelines and also utilises the freedom to invest in property and alternative assets. Capital depreciation is 
possible. This policy based investment is specifically designed for institutional investors and is managed to comply with Regulation 
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 PERFORMANCE (%) 

YTD 2018 2017 2016 2015

Fund 7.7% -3.5% 11.8% 3.5% 7.2%

Benchmark ...... -2.0% 11.5% 3.3% 9.1%

HISTORIC RETURNS  
AS AT 30 JUNE 2019

  FUND 

  BENCHMARK 

1. Returns for periods greater than 1 year are annualised.
2. All returns reflected are net of performance fees paid to underlying managers. Benchmark returns are gross of fees.
3. Returns stated are net of net priced asset manager fees and gross of Old Mutual Multi-Managers fees.

1.4%

0.0% 0.0% 0.0% 0.0% 0.0%

5.2%

-0.1%

5.8%

2.2%

5 Years3 Years1 Year3 months1 month

3 YEARS  
ROLLING RETURNS

  FUND 

  BENCHMARK  
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OLD MUTUAL MULTI-MANAGERS  
MONEY MARKET FUND

INCEPTION DATE: August 2000 ASSETS UNDER MANAGEMENT: R498 675 315.42

COMMENTARY

The investments are diversified across a number of issuers and instruments and are therefore considered less risky than a deposit 
with any one bank. According to the most recently available data, the Strategy’s weighted average maturity is 115 days. The 
Strategy’s term exposure is biased towards the short end of the money market curve with close to 80% of instruments within six 
months of maturity. More than 98% of the strategy was exposed to F1/F1+ rated investments.

MANAGER ALLOCATION

Sanlam Money Market 50.1%

Prescient Money Market 49.9%

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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OLD MUTUAL MULTI-MANAGERS  
MONEY MARKET FUND

FUND OBJECTIVE    
The Fund is an investment policy wrapped portfolio (in terms of the Long-Term Insurance Act) aimed to target 50 basis points 
(before fees) above inflation over the medium to long term. This policy-based investment is specifically designed for institutional 
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.
2.  Where applicable all returns reflected are net of performance fees paid to underlying managers. Where net priced asset manager portfolios are used, returns stated 

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

HISTORIC RETURNS  
AS AT 30 JUNE 2019

  FUND 

  BENCHMARK 

8.2%
7.1% 7.6%

6.8% 7.2% 7.2%
6.3% 6.4%

2.1%
0.7%

1.7%

0.5%

8.3%

6.9%

10 Years7 Years5 Years3 Years1 Year1 month 3 months

5 YEARS CUMULATIVE 
RETURNS

  FUND 

  BENCHMARK 
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    SOUTH AFRICAN EQUITY – PRUDENTIAL PORTFOLIO MANAGERS

Prudential is a relative value manager and invests in shares that are trading below their intrinsic 
values. The portfolio returned -1.6% over the last year, underperforming its benchmark by 2.8% on 

a net basis. Prudential’s underperformance, relative to the benchmark, was driven by underperforming overweight positions in 
Sasol, Sappi and British American Tobacco, as well as underweights to the gold and platinum mining stocks. Prudential remains 
optimistic regarding South African equity market returns over the medium term due to the current excessive levels of pessimism 
reflected in share prices and valuations. The manager currently views the South African equity market as being undervalued, 
along with many other emerging markets. While Prudential has been cautious regarding dividend growth in the South African 
market over the last five years, they now have more conviction that earnings and dividends should show a return to growth. This 
view is based mainly on a return to more normal profit margins among the mining companies and related industries.

    SOUTH AFRICAN EQUITY – CORONATION FUND MANAGERS

Coronation’s valuation-driven process aims to identify mispriced assets trading at discounts or 
premiums to their long-term values. The portfolio returned -3.7% over the last year, underperforming 

its benchmark by 4.8% on a net basis. The underperformance, relative to the benchmark, was predominantly driven by 
underperforming overweight positions in Intu Properties, Hammerson and British American Tobacco, as well as underweight 
positions in some strongly performing resources companies, namely Anglogold and the BHP Group. This was, however, offset by 
overweight positions in companies such as Anglo American and Northam Platinum, which performed well. Within Industrials, 
Coronation expects domestic headwinds to persist and they remain cautious on businesses heavily exposed to the domestic 
economy. The manager’s exposure to domestic stocks is mostly through better quality, defensive counters such as food retailers. 
Coronation continues to hold high weightings in the JSE-listed global stocks, all of which have attractive valuations for specific 
bottom-up reasons. Within financials, Coronation continues to prefer banks over life insurers given their attractive valuations and 
better earnings resilience over other domestic stocks. Despite high commodity prices reducing the margin of safety in resource 
valuations, Coronation maintains a high resources exposure based on their assessment of long-term value.

    SOUTH AFRICAN EQUITY – VISIO CAPITAL MANAGEMENT

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 

-4.6% over the last year, underperforming its benchmark by 5.7% on a net basis. The main detractors from performance, relative 
to the benchmark, over this time period were overweight positions in Sasol and Netcare, as well as underweight positions in 
strong performers such as Capitec and the gold and platinum miners. Visio believes that the SA market has become somewhat 
dichotomous between SA Inc and rand hedges. The SA Inc component has derated significantly with little to no interest in 
domestic companies. The manager believes that this neglect is even more pronounced amongst SA mid-caps, and worse still with 
small caps. Visio believes that with analyst earnings estimates having now been revised lower, this should imply that there will be 
fewer negative surprises. They remain positive on a number of best-of-breed domestic companies in their various sectors, such as 
private education, healthcare, discount retail, and commuter transport finance. 

   SOUTH AFRICAN EQUITY – MAZI CAPITAL
Mazi Capital follows a long-term, fundamental investment approach with a bias for quality 
companies. Mazi returned -1.6% over the last year, underperforming its benchmark by 2.7% on a gross 
basis. The underperformance, relative to the benchmark, was mostly driven by underperforming 

overweight positions in Sasol, KAP and PPC, as well as underweight positions in gold and platinum miners. In the application 
of their investment process, Mazi look to continuously evaluate companies that they have invested in, as well as new potential 
investment ideas. Their starting point of the sustainability of a company’s business model is pivotal to the process. Mazi believe 
that this focus has allowed them to maintain a long-term view and benefit from having active positions in companies where short-
term price movements have been against them, but longer term they have benefitted from their fundamental outlook. Recent 
examples of such companies include Libstar, Investec, Glencore and Aspen. 
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    SOUTH AFRICAN EQUITY – SENTIO CAPITAL MANAGEMENT

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 returned 2.0% over the last year, outperforming its benchmark by 0.9% on a gross basis. 
Their outperformance, relative to the benchmark, was driven by overweight positions in Anglo American and Naspers, as well as 
underweight positions in underperformers such as Aspen and MTN. Given the slow growth environment, Sentio believes that South 
African equity market valuations are no longer cheap, with further risks to earnings rising. These risks include the South African stock 
market’s dwindling weight in global indices, as South Africa’s weight in the MSCI Emerging Markets Index has dropped from greater 
than 12% to about 6% currently. Further downside to this weighting could come as other markets get included in this index. Sentio 
believes that unless economic growth filters through to our stock market, incentives for foreigners to buy our market and move 
away from their current underweight position reduces even more. The upshot, as Sentio sees it, is that if government reforms lead 
to growth, South Africa could become one of the few countries in the world with accelerating economic variables, thus potentially 
attracting foreign flows and helping the economy further.

    SOUTH AFRICAN LONG/SHORT EQUITY – CORONATION

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 was down 
50 basis points during the second quarter, and 3.4% behind the Capped Swix equity benchmark. The biggest contributors to 
returns were long positions to Richemont, AngloGold Ashanti and MTN while a long position in British American Tobacco and 
short positions in Telkom and Kumba detracted. The Fund was down 8.5% for the one-year period to June 2019, 9.6% behind the 
local equity market. 
    

    SOUTH AFRICAN LONG/SHORT EQUITY – 36ONE ASSET MANAGEMENT

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 

does not efficiently price securities at all times. 36ONE therefore believes that stock selection through bottom-up fundamental 
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 an 8.4% return 
and outperformed the Capped Swix Index by 4.5% during the first quarter, largely at the back of long positions in Naspers, British 
American Tobacco and Impala Platinum (+66.3%). A Redefine short and exposure to Spar and Arrowhead were amongst top 
detractors to returns during the quarter. The Fund was up 2.9% over the last 12-month period to March 2019, 5.5% ahead of the 
Capped Swix Index.

    SOUTH AFRICAN LONG/SHORT EQUITY – BATELEUR CAPITAL                                                     

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 was down 1.1% and 1.8% behind the Capped Swix Index at the end of the second 
quarter. The biggest contributors to returns were the exposures to Naspers, ITALTILE, and Allied Electronics, while Tsogo Sun, 
British American Tobacco and Sasol detracted. The Fund recorded an annual return of -0.8% over the last 12 months to June 2019, 
3.7% behind the local equity market (Capped Swix Index).
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    SOUTH AFRICAN LONG/SHORT EQUITY – STEYN CAPITAL LONG SHORT

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 makes his process highly unique. The 

Steyn Capital Long/Short Fund was launched in May 2009 and is closed to new flows in order to preserve its opportunity set. It 
re-opened to flows in 2018 at the back of disinvestments, which freed up capacity. The Fund differs from the large cap offering in 
that it may invest in small cap and fledgling stocks. The Fund was up 0.8% and 2.1% behind the Capped Swix Equity Index. The 
biggest detractors were exposures to Stefanutti, Phumelela Gaming and Trencor during the second quarter, while positions in 
African Phoenix, EPE Capital Partners and an Intu short contributed positively to returns. The Fund was up 5.9% over the 12-month 
period to June 2019, 4.8% ahead of the local equity market. 

    SOUTH AFRICAN LONG/SHORT EQUITY – NITROGEN LONG SHORT EQUITY                                     
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 on a fundamental basis with a value bias. The Fund consists of two books – a long-term fundamental 
book and an active short-term trading book. Nitrogen posted a 1.7% return during the second quarter, 1.2% behind the local equity 
market and largely on the back of long exposures to Zillow Inc and Allied Electronics. The Fund was up 10.1% and 9% ahead of the 
equity market over the 12-month period to June 2019.

    SOUTH AFRICAN LISTED PROPERTY – CATALYST FUND MANAGERS

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 second quarter of 2019, the 

portfolio recorded 87 bps return, underperforming its benchmark by 60 bps on a net basis. The underperformance was mostly 
driven by overweight exposure to Rebosis A and Hammerson and an underweight to Investec Australia, Fortress A and Equites. 
The Fund is 2.2% ahead of the All Property benchmark for the 12-month period to June 2019. They noted that domestic property 
fundamentals have remained weak as lackluster economic growth and high unemployment continued to place pressure on 
domestic demand and supply conditions. As such, vacancy levels across the sectors are increasingly difficult to maintain with 
large incentives being provided to tenants through significant negative rental reversions, rent free periods and/or additional 
capital expenditure to retain and attract new tenants. This, combined with unsustainable/non-recurring earnings distributed 
in prior periods, lower expected M&A growth and increasing leverage have continued to result in downward revisions to growth 
forecasts. They expect the sector to achieve sub-inflationary growth in distribution per share over the next 12-month rolling period.

    SOUTH AFRICAN LISTED PROPERTY – SESFIKILE CAPITAL

Sesfikile is a specialist listed property manager that believes in long-term value investing, while also 
taking advantage of short-term property-specific growth opportunities. During the second quarter 

of 2019, Sesfikile outperformed the All Property Index by 1.6% on a net basis. This was mostly at the back of underweight exposure 
to Intu and Capco and an overweight position to NEPI and Resilient. Over the last 12 months, the portfolio was 4.7% ahead of the 
benchmark on a net basis. Sesfikile hold the view that while they have started to see a material rebasing across a lot of the sector, 
there is still more to come. They continue to see several once-off earnings in the base as well as relatively aggressive funding 
structures that need to unwind. They highlighted, now more than ever, the importance of stock picking and stock avoidance as 
company specific issues come to the fore. They continue to expect high single total returns over the next 12 months, driven primarily 
by the attractive 9% income yield offered by the sector. In the medium to long term, they expect this to improve marginally to low 
double digit returns as inflation should support underlying rental growth.
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  INTERNATIONAL PROPERTY – BLACKROCK

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. Following a strong 

first quarter, the fund posted muted returns in the second quarter, up 74 bps and 67 bps ahead of the benchmark. Over the last 
12 months, the BlackRock portfolio was up 8.1%, 37 bps ahead of the benchmark. Positions in Caretrust and GDS Holdings were 
the biggest contributors to returns over this period. Geographically, the BlackRock portfolio is broadly in line with the benchmark, 
but slightly underweight to the EMEA region, with underweights to Hong Kong and Singapore contributing to this active position. 

BlackRock maintains their conviction around select, well-located and well-curated retail real estate. The manager increased 
exposure to US Triple Net and US Healthcare and Lab while exposure to US Office, US Lodging, US Specialty and Canada Non-
Major was reduced. In Asia Pacific, they increased exposure to Hong Kong Developer and Singapore REIT, and reduced exposure 
to Japan REIT, Australia REIT, Japan Developer and Singapore Developer. The manager increased their exposure to Eurozone ex 
Finland Diversified, Nordics and UK: Majors. 

   INTERNATIONAL PROPERTY – CATALYST FUND MANAGERS

During the second quarter, Catalyst returned 56 bps and 49 bps ahead of the benchmark. Over the 
last 12 months, the fund was up 9.5% and 1.8% ahead of the benchmark. Sectorally, the portfolio is 

notably overweight to residential and specialty sectors relative to the benchmark, while underweight to diversified, retail, hotels 
and office sectors. Geographically, the manager maintains an underweight to Japan, Singapore and the US, while in Europe, they 
favour the Netherlands and the UK, but are underweight to France and neutral to Germany. The portfolio is currently underweight 
to the Asia-Pacific region, with an overweight allocation to Hong Kong.

Catalyst believes that global real estate operating fundamentals remain healthy mainly due to manageable supply levels relative 
to demand. They maintain that the global listed real estate sector appears to be fairly priced, while more attractively priced 
opportunities exist in specific real estate sectors and stocks.

 INTERNATIONAL PROPERTY – RESOLUTION CAPITAL

Resolution Capital are long-term, bottom-up stock selectors with a focus on high quality companies 
with strong balance sheets (low leverage), recurring earnings growth driven largely from rental 

activities and good stewardship (aligned management). They are benchmark agnostic investors and employ a multi-counsellor 
approach. Resolution returned -7 bps during the second quarter. The fund has a neutral position to America and Europe while 
underweight to the Asia-Pacific region within which they are overweight Hong Kong relative to the benchmark.

 INTERNATIONAL EQUITY – STATE STREET – GINSGLOBAL

GinsGlobal invests using index management techniques (developed by the State Street Group), 
designed to track the performance and risk of the MSCI World Index as consistently as possible. As 

at 30 June 2019, the portfolio returned 5.7% (net of manager fees), underperforming the benchmark by 0.6%. A passive portfolio 
will often lag its benchmark performance due to costs and fees.
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 INTERNATIONAL EQUITY – ORBIS

Orbis is a contrarian, long-term, value manager that follows a bottom-up stock selection process. The 
portfolio returned -9.2% during the past 12-month period ending 30 June 2019, underperforming 

the MSCI All Country World Index by 14.9%. 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 turn could 
lead to periods of short-term underperformance but where the manager has identified catalysts of unlocking potential value. The 
second quarter of 2019 rebounded and saw a continuation of the equity market rally as the market priced in an expectation of two 
rate cuts this year. This followed dovish central bank commentary in response to reduced growth expectations. In addition, the US 
and China moved closer to a trade resolution as they called a truce to tariffs following a seemingly constructive meeting between 
Trump and President Xi at the G20 summit. The Fund positioning, while bottom-up, still holds an overweight to emerging markets 
relative to the benchmark, an overweight to Asia ex-Japan and an underweight to US equity, relative to the benchmark. The largest 
stock detractors over the period were XPO Logistics (-3.4%), AbbVie (-1.4%) and PG&E (-1.3%). The largest contributors to alpha were 
Arconic (0.6%), Dollar General (0.6%) and Celgene (0.5%). S&P 500 was bought and the position in Dollar General was trimmed.

 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 4.6% during the past 12-month period ending 30 June 2019, underperforming the MSCI All 
Country World Index by 1.2%. Within the Fund, North America as a region outperformed, with global information technology and 
financials being the two largest contributing sectors. The largest relative contributors were Shopify (0.3%), MarketAxess (0.2%) and 
SAP (0.2%), while the largest detractors included Apache (-0.3%), Alibaba (-0.3%) and Baidu (-0.2%). The manager was particularly 
active with portfolio repositioning. New purchases included Abiomed, Axon Enterprise, Broadridge Financial Solutions, Illumina 
and Sysmex. While the list of complete sells included Baidu, Fiat Chrysler, First Republic Bank, MultiChoice Group and Verisk 
Analytics.

     INTERNATIONAL EQUITY: HARRIS 
Harris applies a long-term investment horizon as they seek out significantly underpriced companies 
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 -0.7% during the 12-month period ending 30 June 2019, underperforming 
the MSCI All Country World Index by 6.4%. Global markets rose strongly in the second quarter of 2019 on the back of dovish 
commentary from the Fed which drove rate cut expectations to price in two cuts this year. Adding to positive sentiment were the 
apparent progress in trade talks between the US and China where a trade truce was called following meetings at the G20 summit. 
Europe and the UK followed world markets higher but continued to lag as Brexit and European politics hampered economic 
policy efforts. During the last quarter, the US, Switzerland and Germany contributed most to the Fund’s return, while Ireland, 
Mexico and the UK detracted most significantly. The individual holdings that contributed most to return were TE Connectivity 
(US), Arconic (US), Mastercard (US), Bayer (Germany) and Julius Baer Group (Switzerland). Fund holdings that detracted the most 
from return were Tenet Healthcare (US), Ryanair Holdings (Ireland), Alphabet (US), Grupo Televisa (Mexico) and Lloyds Banking 
Group (UK).
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     INTERNATIONAL EQUITY: INVESTEC GLOBAL FRANCHISE 

Global Franchise specialises in the quality growth style of investing which actively seeks out 
businesses with strong global franchises that offer a balance of quality, growth and yield at reasonable 

valuations. The resulting defensive revenue streams delivered by these holdings translate to low sensitivity to market movements 
and volatility which enables the manager to protect investors’ capital in challenging or falling markets. The portfolio returned 
12.9% during the 12-month period ending 30 June 2019, outperforming the MSCI All Country World Index by 7.2%. Global equity 
markets continued to rise though with considerable volatility. Consensus expectations priced in a trade resolution which results in 
sharp movements when this appears to be compromised or delayed. Towards the end of the quarter, both rate cut expectations 
(temporarily bullish) and deteriorating second quarter earnings (bearish) have increased in prominence alongside trade. The UK 
is facing the ongoing uncertainty around Brexit with Teresa May resigning and the no-deal Brexit probability increasing, while 
Europe faces a variety of issues, notably with Italian debt and Eurosceptic politics. Portfolio holdings that outperformed over 
the quarter included IT names Microsoft and Visa. Consumer staples name Beiersorf and Nestlé were also ahead after strong 
financial results. Performance detractors were notably in tobacco and both Imperial Brands and Phillip Morris underperformed 
the benchmark as NGP’s (New Generation Products) saw a slowing rate of growth in the US market.

    INTERNATIONAL EQUITY (EMERGING MARKETS) – CORONATION FUND MANAGERS 

 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 9.3% for the 12-month period ending 30 June 2019, which is 8.1% above the MSCI Emerging Market Index. Emerging 
markets rallied together with global markets, though lagged developed market equities. A trade war resolution appeared more 
likely given the trade truce between China and the US. Developed markets also added risk after the Fed’s dovish comments 
drove markets to price in two rate cuts to support economic growth. During the second quarter of 2019, the largest positive 
contributors were Wuliangye Yibin (+23.0% return, +0.8% contribution), Adidas (+28.5%, +0.7% contribution), Sberbank (+22.7%, 
+0.5% contribution), X5 Retail (+42.7%, +0.5% contribution) and LVMH (+17.2%, +0.4% contribution). There were two detractors 
of note greater than 0.5%: Yes Bank (-0.9% contribution) and British American Tobacco (-0.6% contribution). The manager fully 
exited from their Yes Bank position. Four new additions were 51job (China), Tata Consultancy Services (India), Hero Motor Corp 
(India) and Bank Central Asia (Indonesia).

    INTERNATIONAL EQUITY (EMERGING MARKETS) – HERMES INVESTMENT MANAGEMENT  

 Hermes employs a highly active and concentrated approach that balances bottom-up fundamental 
analysis that enables them to find quality companies trading at attractive valuations and a top-down 

framework that allows them to identify the conditions that will support and drive the growth of the high-value companies they 
select. Their process includes capturing opportunities and mitigating risk through a range of ESG strategies. The portfolio returned 
3.4% for the 12-month period ending 30 June 2019, which is 2.2% above the MSCI Emerging Market Index. Emerging markets 
were positive but lagging in developed markets in a turbulent quarter. Asian economies (particularly outside of China) derated 
sharply from sector-specific risk, specifically around semiconductor demand declining faster than previous expectations (notably 
affecting Korea’s market as Samsung is a dominant part of their market). China continued to fluctuate around the uncertainty of 
the trade war. Brazil and Russia both benefitted from higher commodity prices and political macro-news that is relatively more 
positive for both countries. Brazil has a pension reform policy that will open up pension assets to be more effectively invested, 
while Russia benefitted from a lack of negative political headlines which previously deterred investors worried about sanction risk.  
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      INTERNATIONAL MULTI-ASSET CLASS – CORONATION FUND MANAGERS 

 The portfolio aims to reduce volatility, focus on risk-adjusted returns and outperform its cash-related 
benchmark by 3.0% per year over a three- to five-year horizon. This is achieved by a high allocation to 

cash (or other low volatility investments) and a modest exposure to equity markets. Risk is further diversified by including exposure 
to unconventional assets (gold, commodities, inflation-linkers, etc.) to generate returns. Over the past 12 months, ending 30 June 
2019, the portfolio returned 4.8% (net of fees), outperforming the US dollar: euro cash benchmark by 5.0%. The second quarter of 
2019 started negatively with reduced global growth expectations, but the markets quickly turned positive as major central banks, 
the Federal Reserve and the European Central Bank stepped in to reassure the market they would take necessary measures to 
maintain growth. This relaxing monetary policy sentiment led to the market pricing in rate cuts through the rest of the year. The 
portfolio’s largest equity contributors have been Anglo American, Altron, Northam, Platinum, Anglo American Platinum, FirstRand 
and Standard Bank. Detractors from performance include British American Tobacco, Aspen, Sasol and Shoprite. Through the 
quarter, the manager was relatively inactive with trading, Hammerson was again down weighted and a currency hedge was 
purchased to fully protect all UK property exposure against potential future pound weakness given the uncertainty around Brexit 
outcomes. The manager added to their platinum ETF, as the gap between platinum and palladium has widened. The manager 
holds a material weight to South African fixed income, both fixed rate bonds and inflation-linked bonds given the high real yield 
which concurrently offers relatively stable risk-adjusted returns.

    AFRICA EX SA   – RUDIARIUS

The portfolio returned -10.8% for the 12-month period ending 30 June 2019, underperforming 
the MSCI Emerging Frontier Africa Markets Index (excluding South Africa) by -4.1%. The top three 

holdings over the quarter are Commercial International Bank (Egypt) 10.9%, Attijariwafa Bank (Morocco) 6.2% and Safaricom 
(Kenya) 6.0%. Africa equity markets came under pressure as foreign flows left the continent in favor of developed market assets. 
Weak local exchange rate and soft economic data has exacerbated outflows as most major African economies experienced a 
negative quarter. Morocco managed to deliver a positive return up 4.0% on the back of several stock including Attijariwafa Bank 
(the second largest holding in the fund). Egypt remains a large holding in the fund as the business sector continues to drive 
earnings out of their reforming economy. The manager expects imminent interest rate cuts which would support capex spending 
and create a more conducive environment for consumer spending. Nigeria has fared worse over the quarter as the president 
was sworn in for a second term. Economic stagnation followed the resolution of their currency crisis and the central bank more 
recently has drafted legislation to force banks to increase lending as opposed to buying government securities – this poses the 
potential of increasing risk throughout the banking sector’s loan book quality.

    AFRICA FRONTIERS  – CORONATION FUND MANAGERS

The portfolio returned -14.5% for the 12-month period ending 30 June 2019, underperforming the 
MSCI Emerging Frontier Africa Markets Index (excluding South Africa) by 7.8%*. Africa equity markets 

fell as developed markets dominated investor flows. Zimbabwe had a noteworthy quarter with their government enforcing the 
local currency as the only official currency in circulation. This is a concerted attempt to stamp out the growing use of US dollars 
circulation as local businesses have limited faith in the fluctuating local currency. The move caused the local currency to depreciate 
sharply and the equity markets to rise as investors moved their savings (the currency is so volatile that locals ironically use equity 
markets as a safe haven). Zimbabwean officials are rumored to be in initial talks with the IMF, though even if officials agreed to 
IMF terms, the country is still in such a deep state of regress that widespread reform would take a meaningful period of time.  The 
manager holds two companies which have shown resilience, even in these extreme economic conditions – testament to the ability 
of company management to operate despite macro issues. Both companies have earned market-leading positions. Zimplats 
earns a meaningful portion of Zimbabwe’s foreign currency inflows (making it somewhat indispensable to government). They also 
benefitted heavily from increasing global platinum demand. Econet owns 100% market share of mobile payments in a country 
where majority of transactions are done via mobile. The manager believes that current macro turmoil provides a good opportunity 
for investors to get exposure to strong companies at deep discounts to their fair values.  

*Note: The manager has impaired assets in Zimbabwe to more-accurately reflect the local economic conditions, including (but not 
limited to) the currency effect which precludes selling assets at their market value. 
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    SOUTH AFRICAN FIXED INCOME  – PRUDENTIAL PORTFOLIO MANAGERS

South African bonds also rallied on the easier interest rate outlook globally and in South Africa, as the 
ALBI delivered 3.7% in the second quarter. The yield on the benchmark R186 bond (due 2026) fell from around 8.6% at the start 
of the quarter to end at 8.1%, a significant move. The SA yield curve steepened as the longer-dated R209 bond (due 2036) only fell 
slightly to 9.4% from 9.5%. In SA nominal bonds, valuations remained cheap over the quarter compared to their longer-term fair 
value, although they did become more expensive relative to SA equities. 

Prudential continues to be overweight SA bonds and still prefers longer-dated government bonds due to the more attractive yields 
on offer above 9%. The manager is also comfortable with the compensation bonds offer given the risk involved, while recognising 
that 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. 

For inflation-linked bonds, real yields remain attractive for long-dated tenors. In SA listed property Prudential is concerned given 
the higher risks to earnings going forward despite the attractive valuations prevailing in the asset class. There is a possibility of 
further downward revisions to earnings forecasts for listed property.   
 
The Prudential Flexible Fixed Income Fund returned 3.4% for the quarter ending June 2019. As at the end of June 2019, the Fund 
has a modified duration of 5.6 years and a Fund yield of 9.2%. 

     SOUTH AFRICAN FIXED INCOME  – CORONATION FUND MANAGERS 

Increasing concerns of lower growth due to the intensification of the US-China trade war, combined 
with benign inflation expectations, led to more dovishness from the US Federal Reserve (Fed) and 

European Central Bank, which fueled the global bond market rally. By the end of June, the US 10-year bond had rallied to 2% 
(down from 2.7% at the beginning of 2019), while approximately US$13 trillion worth of global government bonds slipped into 
negative yielding territory. 

On the local front, fortunately, inflation should average 5% until the end of 2021 – due to the poor demand environment and 
subdued services prices. This benign growth and inflation environment should allow the SA Reserve Bank (SARB) to reduce 
interest rates by around 0.5% over the next six to nine months, which is supportive for local bonds.

At the end of April, shorter-dated fixed-rate negotiable certificates of deposit (NCDs) traded at 7.8% (three-year) and 8.3% (five-
year), down significantly over the month. The spreads of floating-rate NCDs have dulled in appeal over the last few quarters, due to 
a compression in credit spreads. There has been a reduced need for funding from banks in SA, given the low-growth environment. 
Credit spreads remain in expensive territory (less than 100 bps in the three-year area and 110 bps in the five-year area). The fund 
continues to hold decent exposure to these instruments (less floating than fixed).

In the last year, the spread that the 20-year SAGB trades above the 10-year SAGB has moved from 0.5% to more than 1% above. The 
case for allocating capital to the long end of the SAGB curve is very compelling. Real yields have moved higher by approximately 
150 bps to 200 bps over the last five years, depending on which area of the curve one is looking at. Most of the ILB yield curve 
trades close to, if not above, a real yield of 3%. This absolute level of real yield does seem attractive, relative to history. 



46

ASSET MANAGER REVIEW

Q2 INSTITUTIONAL REPORT

Cyclical economic factors are supportive of bond yields. Inflation will remain benign and growth subdued, which would allow an 
easing in policy rates. The fund’s current positioning correctly reflects appropriate levels of caution. The fund’s yield of 8.6% remains 
attractive relative to its duration risk. Coronation believes that this yield is an adequate proxy for expected fund performance over 
the next 12 months.

The Coronation Flexible Fixed Income Fund returned 2.8% for the quarter ending June 2019. As at the end of June 2019, the Fund 
has a modified duration of 6.6 years and a Fund yield of 9.7%. 

  SOUTH AFRICAN CASH –SANLAM INVESTMENT MANAGERS (SIM)/PRESCIENT INVESTMENT 
MANAGERS (PRESCIENT) 

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 June 2019 and about 7.8% over the last 12 months, outperforming the 
STeFI three-month benchmark return of 6.9%. 

The Fund’s maturity position at the end of June was at 120 days. The Fund’s investments are well diversified across a number 
of issuers and instruments and are therefore considered less risky than a deposit with any one bank. 98.0% of the strategy was 
exposed to F1/F1+ rated investments, in other words, a highly rated investment.

  INTERNATIONAL CASH –INVESTEC ASSET MANAGEMENT

The portfolio aims to preserve capital and provide liquidity and high income growth by investing in 
short-term notes denominated exclusively in the relevant currencies. Investments are restricted to 

highly-rated issuers with concentration limits. The maximum term per instrument is 12 months. As at the latest available dates, the 
portfolio’s weighted average term to maturity is between 41 and 48 days. Investec continues to remain cautiously positioned with 
the fund manager targeting a high percentage of A-1+ rated short-term securities to enhance the credit quality of the portfolio. 
The manager expects official interest rates to increase across major markets and, as a result, is tactically reducing the portfolio’s 
weighted average maturity.

Individual weighted average terms to maturity:
USD cash – 41 days
GBP cash – 48 days

     CORONATION BALANCED

In the US, the sitting president is browbeating the head of the central bank to cut interest rates, 
even as the economy hits record low levels of unemployment and maintains reasonable levels of 

economic growth. This, in turn, has once again spurred the search for yield and benefited emerging markets, where yields and 
currencies have rallied, despite the same US president fighting a trade war with all of its trading partners, mainly emerging 
markets. European interest rates continue to plummet as the European Central Bank has turned equally dovish and negative 
yields across the yield curve are once again prevalent. 

Bull markets in bonds, which imply low growth and low inflation, and bull markets in equities, which generally correlate with 
high growth and higher inflation, should not be coterminous. Yet, here we are again, with two major capital markets sending 
conflicting signals, and many pundits proclaiming which is right and which is wrong.



47

ASSET MANAGER REVIEW

Q2 INSTITUTIONAL REPORT

Coronation in their offshore exposure, has generally been well positioned, with a high exposure to emerging markets. These 
markets have responded well to the decline in interest rates in developed markets and are again enjoying an inflow of money, 
resulting in strengthening currencies and improving ratings in their equity markets. The S&P in the US and most European markets 
have also done well this year, if not as well as the emerging markets. Despite these ultra-low rates, the market remains sceptical on 
property. Coronation has been invested in a number of European and US retail real estate investment trusts (REITs) and the yield 
differentials have continued to widen as bond yields have tightened. With blue-chip European retail REITs trading on 8% yields, 
the value will ultimately emerge.

The local equity portfolio has continued to perform ahead of the market. Coronation has maintained a solid weighting to resources, 
which continued to perform well, particularly more recently on the back of significant price increases in iron ore. The low exposure 
to Sasol has proved highly beneficial as the share price has collapsed on the disclosure that the Lake Charles Chemicals Project 
has gone even further over budget.

The poor performance of the South African economy remains a very worrying trend and has resulted in maintaining an overweight 
position in rand-hedge shares, as well as being exposed to mainly defensive South African businesses. 

The disappointing State of the Nation Address by the recently-reappointed president, Cyril Ramaphosa, has left the country 
directionless, with no policy certainty and no tangible plans on how state-owned enterprises and vast public debts will be 
managed. It has also further exacerbated the low confidence in the outlook from consumers as well as businesses. While share 
prices and earnings have collapsed in most sectors, the lack of identifiable growth opportunities leaves the manager extremely 
cautious on moving too quickly to invest in a local turnaround. 

An area that does look compelling, is the real yields available in the local bond market. SA real yields of circa 4% are the highest 
globally and above a number of other emerging markets that are already rated sub investment grade. The local property sector 
has largely missed the rerating that has occurred in bonds this year. Still weighed down by some of the shenanigans that have 
played out over the last few years, the market is sceptical of sustainable yields and valuations. Add to this the pressure that retailers 
are under as well as negative reversions in the office and, increasingly, the retail space, investors have not rewarded the sector with 
an improved rating. 

This is an opportune time to pick up some of the better-quality property names on attractive yields, and the manager has been 
doing so in the fund. As always, a multi-asset fund such as this portfolio is the perfect vehicle for protecting and growing capital 
in these uncertain times.

 FOORD BALANCED 

Growth in the world’s two largest economies slowed after a surprisingly buoyant first quarter as the 
US–China trade war escalated. Global equity markets rose 3.8%, led higher by developed market 

cyclicals after dovish European Central Bank (ECB) and American Reserve Bank (Fed) commentary ignited expectations of a 
half-point US interest rate cut this year, but falling earnings expectations amid growing uncertainty over fixed investment, slower 
employment gains and pedestrian wage growth may scupper appetite for equities. 
Locally, inflation should rise at the margin in the coming months as petrol, water and electricity prices accelerate, however, poor 
consumption expenditure by households and increasing competition by retailers for consumers’ wallets should constrain inflation 
to the midpoint of the 3-6% inflation target, leaving further scope for future rate cuts. 

The strategy has an unchanged focus on capital preservation. The late stages of economic cycles are fraught with risk as cyclical 
companies produce unexpected windfalls, with the illusion of cheap valuations given peak earnings and margins. Falling global 
interest rates may prolong the equity bull market despite high P/E ratios given negative real yields on developed market bonds 
and cash. Foord therefore retains a balanced weight to equities, with the focus on companies with strong balance sheets and 
more certain earnings growth prospects. 

Within the SA component, the portfolio is conservatively positioned given the weak economy and struggling consumer. The 
manager favours global businesses, balanced by a healthy weight in select SA Inc. financial, consumer services and industrial 
counters, often in niche sectors with greater earnings certainty given the low growth outlook. Foreign assets are at the prudential 
maximum with a preference for global equities over bonds and cash. Earnings prospects of some global companies offer greater 
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certainty given their supporting long-term structural tailwinds. Foord continues to avoid SA 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. The Newgold ETF is an attractive, uncorrelated investment and the risk of central bank policy missteps is increasing as 
rates are lowered while growth (albeit slower than before) is still positive with employment creation and wage growth relatively 
stable. The bond allocation has been diversified into slightly longer duration 2030 and 2032 bonds where yields well exceed 
cash and inflation. Lower SA cash rates should flatten the yield curve to the greater benefit of longer duration bonds. The cash 
allocation is lower due to bond purchases.

     PRUDENTIAL BALANCED

South African equity valuations did not change materially over the quarter and Prudential retained 
their overweight position in SA equities. In May, the manager added slightly to SA equity holdings 

by selling SA nominal bonds as valuations became less attractive in the latter, but this did not alter their broad overweight in SA 
bonds.  

The fund continues to hold resources stocks with exposure to global growth and foreign currency earnings like Anglo American, 
Exxaro, Sasol and Sappi, as well as global giants such as Naspers and British American Tobacco (BAT). In general, these stocks did 
not add as much value to the portfolios as in the previous quarter due to the stronger rand over the period and subdued gains in 
the resources sector. Sasol was one of the largest detractors from fund performance over the quarter after its share price came 
under pressure when in May it reported a major $1.1 billion overrun in costs for its Lake Charles chemicals project in the US. Other 
detractors included Sappi, BAT and underweights in gold counters like Anglogold and Goldfields. 

In SA nominal bonds, valuations remained cheap over the quarter compared to their longer-term fair value, although they did 
become more expensive relative to SA equities. Prudential continues to be overweight SA bonds, and still prefers longer-dated 
government bonds due to the more attractive yields on offer above 9%. For inflation-linked bonds, real yields remain attractive 
for long-dated tenors. Prudential is neutrally positioned in this asset class. In SA listed property, Prudential is concerned given the 
higher risks to earnings going forward despite the attractive valuations prevailing in the asset class. There is a possibility of further 
downward revisions to earnings forecasts for listed property.

For global equities, the manager has maintained the overweight position as a whole given the very high risk premium from 
equities versus bonds. Emerging markets and currencies continue to be especially well valued on many measures, while the US 
market is relatively expensive. Prudential continues to prefer the global banking sector, which has underperformed the broader 
market, as well as certain developed markets where equities are undervalued but fundamentals for earnings growth remain 
positive, including Italy, Germany, Japan and Singapore. Selected emerging markets are attractive such as, South Korea, Indonesia 
and China.
In global fixed income, US government bonds are still trading at slightly expensive levels, but are less expensive than other 
developed markets like the UK, EU and Japan, where government bond yields remain at exceptionally low levels. Consequently, 
the asset class as a whole remains unattractive versus equities. Prudential is underweight global sovereign bonds and underweight 
duration, preferring to hold investment-grade US and European corporate bonds. These assets are slightly cheap and have the 
potential for stronger returns going forward now that US interest rates could possibly head lower from here, or at least stay steady.

    ALLAN GRAY BALANCED

Negative news about the global economy persists. Purchasing manager indices continue to signal 
a widespread deterioration in business conditions. Even in the US, where the economy remains 

buoyant, the momentum of growth has slowed. China has had to resort to increasing monetary stimulus in an attempt to meet 
its 6% annual growth target. Reduced business investment will exacerbate an already-deteriorating global outlook. Financial 
markets seem to be surprisingly unconcerned about deteriorating global business conditions because it is widely expected that 
central banks will respond to any adverse economic developments with aggressive monetary easing, which will somehow keep 
the show on the road.
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South Africa remains trapped in stagnation, from which the deteriorating international outlook will make it difficult to escape. 
Year-on-year growth in the first quarter of 2019 was 0.1%. It is particularly concerning that private consumption grew only 0.7%, 
with weakness manifesting in all sectors of expenditure. President Cyril Ramaphosa’s plan to promote investment to kick start 
the economy has yet to gain traction. With a very weak economy and a benign inflation outlook, there are strong arguments for a 
significant cut in interest rates.

Overweight positions in British American Tobacco and Glencore accounted for most of the domestic equity component of the 
Portfolio’s underperformance relative to the local market. The 3% strengthening of the rand against the dollar also negatively 
impacted the Portfolio’s offshore return. The second quarter was good for investors who owned resource shares, with Anglo 
American and BHP Group gaining 4% as a result of an almost 40% spike in the iron ore price over this period. Unfortunately, the 
Portfolio was underweight these shares, and on top of this, a significant portion of our resource exposure underperformed. Allan 
Gray’s approach to valuing resource companies is to focus on long-term expectations for commodity prices, normalised unit costs, 
as well as the skill of management in deploying the cash generated. 

This approach has led us to own multinational miner Glencore and pulp and paper producer Sappi, and avoid BHP Group and 
Anglo American. This is because a normal commodity price assumption leads to a more attractive free cash flow yield for Glencore 
and Sappi and at the margin, capital at these companies is being deployed sensibly. 

Looking more broadly at the current Portfolio, Gray sees similar mispricings for many other high-quality businesses. For example, 
there are three China-related shares – NetEase, Autohome and Naspers (Tencent) – that stand out as highly profitable, cash-rich, 
entrepreneurial businesses with above-average growth prospects. Together, these represent a sizable portion of the Portfolio’s 
foreign holdings. Clients often ask how we get comfortable with such positioning, particularly amid a raging trade war and 
protests in the streets of Hong Kong. Our answer is that being “comfortable” isn’t our goal, delivering superior risk-adjusted returns 
is, and the two things don’t always go together.

That’s not to say all of our stock selections will turn out to be great investments. But it is fair to say that the individuals managing 
your capital – and our own – are feeling significantly more excited about the Portfolio today than they have been for some time.
 

     CORONATION ABSOLUTE RETURN

Results released during the second quarter of 2019 and the accompanying subdued rhetoric of 
management reinforce how challenging the underlying economic situation is. The weak domestic 

economy, contained inflation and favourable global rate expectations have increased the likelihood of future interest rate cuts. 
Bonds and equities responded favourably to this outlook.

The stocks that contributed the most to performance over the past year are Anglo American, Altron, platinum stocks Northam and 
Anglo American Platinum as well as bank holdings of FirstRand and Standard Bank. Detractors from performance include British 
American Tobacco, Aspen and Sasol. British American Tobacco is a stock that has been held in the portfolio for many years. The 
manager acknowledges that tobacco companies face structural volume declines. This would be a material headwind for most 
businesses, but tobacco companies have strong pricing power to offset these declines. In addition, the shift to new generation 
products and the demonstrated ability to cut costs will enable this company to protect and grow its earnings over time. The stock 
is, however, out of favour with investors and trades on a dividend yield of over 7%. At this valuation, the stock is very attractive. The 
Sasol share price declined meaningfully when the company announced that its Lake Charles Chemicals Project (LCCP) would a) 
cost more to deliver and b) produce a lower normalised level of profitability. 
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The manager sold more Hammerson property and, in addition, bought a currency future to hedge against a potential weaker UK 
pound in the event of either a no deal Brexit or a new election and the prospect of Jeremy Corbyn as prime minister. Either event 
could result in a far weaker pound with a negative impact on the prices of some of the London-listed stocks such as Hammerson, 
Capital & Counties and Intu. The fund’s total exposure to the London listed property has been trimmed to less than 1% of portfolio 
and that is now fully hedged. Coronation also added to existing platinum exchange-traded fund as the gap between platinum 
and palladium has become too large. The portfolio continues to hold a substantial weighting in South African bonds, both fixed 
and inflation linkers. The high real yield is very attractive and provides a solid risk-adjusted building block towards achieving its 
inflation plus target while being equally cognisant of protecting capital over shorter time periods.
  

    INVESTEC ABSOLUTE RETURN

The US bond market, taking its cue from an increasingly dovish Federal Reserve, continues to rally 
strongly. The yield on the US 10-year government bond has fallen steeply from 3.2% in November 

2018 to 2.0% at the end of June. Fears of an impending recession stalk the bond market. Not only in the US are investors flocking 
to the safety of government bonds. The yields on government bonds in most developed markets fell during the quarter, with 
the yields on Swiss, German and Japanese bonds falling further into negative territory. French and Swedish 10-year government 
bonds traded at sub-zero yields for the first time ever in June. The cumulative amount of government bonds with negative yields 
continues to climb and ended the quarter at over US$12.5 trillion. 

While most commodity prices fell over the second quarter of 2019, the gold price warrants a mention. The shiny metal’s price 
spiked from under $1300/oz in May to over $1400/oz at the end of June. The last time the gold price exceeded $1400 was during 
2013. This spike is another indication of investor nervousness. 

Focusing back on South Africa, resources shares have been driving performance for the All Share Index (ALSI). Naspers contributed 
nearly one third of the ALSI’s year-to-date performance. Many SA-focused companies continue to underperform the market. From 
an asset allocation perspective, domestic bonds were the primary contributor to returns. These gains were further supported by 
advances from domestic equity holdings such as Richemont, which gained more than 14% over the quarter, as well as Standard 
Bank Group, which was up just over 9%. The exposure to gold also added to returns. While the portfolio’s offshore holdings, 
especially global equities, showed strong gains in US$ terms, a stronger rand mitigated these gains. Holdings in local listed equities 
such as British American Tobacco and Sasol were the primary detractors from performance. 

Investec’s preferred asset class is still global equity with preference to high-quality companies that have enduring competitive 
advantages that form barriers to entry and provide pricing power. This in turn enables these companies to generate long-term 
growth and sustainably high levels of profitability. Locally, the best investment opportunity remains South African government 
bonds. At yields of around 8.8%, these instruments offer higher risk-adjusted return potential than the retail, banking and property 
sectors. The bond exposure remains prudent: lower-duration and higher-quality instruments. This exposure is balanced with 
Investec’s offshore holdings, which seeks to limit the potential for losses. Investec maintains a balance of exposures which offers 
protection against a range of potential outcomes.

    PRUDENTIAL ABSOLUTE RETURN

South African equity valuations did not change materially over the quarter and Prudential retained 
their overweight position in SA equities. In May, the manager added slightly to SA equity holdings 

by selling SA nominal bonds as valuations became less attractive in the latter, but this did not alter their broad overweight in SA 
bonds.  

The fund continues to hold resources stocks with exposure to global growth and foreign currency earnings like Anglo American, 
Exxaro, Sasol and Sappi, as well as global giants such as Naspers and British American Tobacco (BAT). In general, these stocks did 
not add as much value to the portfolios as in the previous quarter due to the stronger rand over the period and subdued gains in 
the resources sector. Sasol was one of the largest detractors from fund performance over the quarter after its share price came 
under pressure when in May it reported a major $1.1 billion overrun in costs for its Lake Charles chemicals project in the US. Other 
detractors included Sappi, BAT and underweights in gold counters like Anglogold and Goldfields. 
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In SA nominal bonds, valuations remained cheap over the quarter compared to their longer-term fair value, although they did 
become more expensive relative to SA equities. Prudential continues to be overweight SA bonds, and still prefers longer-dated 
government bonds due to the more attractive yields on offer above 9%. For inflation-linked bonds, real yields remain attractive 
for long-dated tenors. Prudential is neutrally positioned in this asset class. In SA listed property, Prudential is concerned given the 
higher risks to earnings going forward despite the attractive valuations prevailing in the asset class. There is a possibility of further 
downward revisions to earnings forecasts for listed property.

For global equities, the manager has maintained the overweight position as a whole given the very high risk premium from 
equities versus bonds. Emerging markets and currencies continue to be especially well valued on many measures, while the US 
market is relatively expensive. Prudential continues to prefer the global banking sector, which has underperformed the broader 
market, as well as certain developed markets where equities are undervalued but fundamentals for earnings growth remain 
positive, including Italy, Germany, Japan and Singapore. Selected emerging markets are attractive such as, South Korea, Indonesia 
and China.

In global fixed income, US government bonds are still trading at slightly expensive levels, but are less expensive than other 
developed markets like the UK, EU and Japan, where government bond yields remain at exceptionally low levels. Consequently, 
the asset class as a whole remains unattractive versus equities. Prudential is underweight global sovereign bonds and underweight 
duration, preferring to hold investment-grade US and European corporate bonds. These assets are slightly cheap and have the 
potential for stronger returns going forward now that US interest rates could possibly head lower from here, or at least stay steady.

    SANLAM INVESTMENT MANAGERS (SIM) ABSOLUTE RETURN

The pivotal day of June was perhaps the month’s last day, when the world’s leaders met at the 2019 
G20 summit in Osaka. Presidents Trump and Xi, of the United States and China respectively, agreed 

to the resumption of trade talks, while the US also announced that no further tariffs would be imposed on Chinese goods until 
further notice. China, on the other hand, agreed to resume normalised purchases of US agricultural products. Also noteworthy was 
the announcement by the US that its ban on exports by US firms to Chinese technology company Huawei Technologies would 
be relaxed. 

This news has removed a large cloud that has been hanging over the world’s markets since the last round of trade talks between 
the US and China failed, and should support markets going forward, especially taking into account that the US Federal Reserve 
continues to give strong indications that it is likely to cut its Fed Funds rate when it meets in July. 

The key event on the local front was the State of the Nation Address (SoNA), the first of President Ramaphosa’s current term. 
Despite much anticipation, relatively few clear measures were provided by the President to many of the pressing issues that are 
considered necessary to repair the nation’s ailing economy.
 
Local equities bounced back strongly after the market pullback seen in May, with the FTSE/JSE Africa All Share Index returning 
4.8% for the month.  The star performer in equities was the resources sector which surged 10.3% on the back of strong performance 
by especially the precious metals counters. Listed Properties performed well too, ending the month up 2.2%. Nominal bonds 
continued their impressive performance this year, returning 2.2%, whereas inflation-linked bonds (ILBs) returned 0.3%.

SIM increased the fund’s domestic equity allocation again this month, while also adding fresh derivative protection to this asset 
class. In fixed income, SIM maintained the nominal bond holding largely unchanged while purchasing a new credit instrument 
in an auction, and a bank Additional Tier 1 (AT1) instrument that was placed privately. These transactions resulted in a reduction of 
cash and short-term interest bearing allocation. The main activity in the fund’s offshore allocation was the purchase of a US dollar 
corporate bond of a blue-chip SA corporate in the secondary market at a yield that is attractive compared to where the corporate 
issues locally. This purchase was funded out of offshore cash holdings.



52Q2 INSTITUTIONAL REPORT

IMPORTANT INFORMATION

Old Mutual Multi-Managers is a division of Old Mutual Life Assurance Company (South Africa) Limited. 
Registration number 1999/004643/06. 

Old Mutual Life Assurance Company (South Africa) Limited is a licensed financial services provider (FSP 703), authorised in terms of 
the Financial Advisory and Intermediary Services Act 37 of 2002 to furnish advice and render intermediary services with regard to 
longterm insurance and pension fund benefits as well as providing intermediary services as a discretionary investment manager. 
The investment portfolios are market-linked. Products are either policy based or unitised in collective investment schemes. 
Investors’ rights and obligations are set out in the relevant contracts. Market fluctuations and changes in rates of exchange or 
taxation may have an effect on the value, price or income of investments. Since the performance of financial markets fluctuates. an 
investor may not get back the full amount invested. Past performance is not necessarily a guide to future investment performance. 
Personal trading by staff is restricted to ensure that there is no conflict of interest. All directors and those staff who are likely to have 
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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Every effort has been made to ensure that this document and the products referred to meet the statutory and regulatory 
requirements pertaining to the manner and format in which information regarding financial products is presented. However, 
should you become aware of any breach of such statutory and regulatory requirements. please address the matter in writing to:

The Compliance Officer 
Old Mutual Multi-Managers 
PO Box 44604 
Claremont 
7735 
South Africa
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provision of information regarding these financial funds meets the statutory and regulatory requirements. However, should you become aware of any breach of such statutory and regulatory requirements, 
please address the matter in writing to: The Compliance Officer, Old Mutual Corporate, PO Box 1014, Cape Town 8000, South Africa.
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