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BUSINESS UPDATE
TREVOR PASCOE
Managing Director

What a difference a year makes even though nothing much seems very different from a year ago. We are still working in
lockdown with many of us still working from home, waiting for the pandemic to finally end. At the end of March 2020 we
saw markets having crashed and all the talk was about what letter the market recovery would look like. Little did we know
that a year later the market recovery doesn’t look like any letter, but more like a Nike swoosh. Most of our funds show
12-month returns to the end of March 2021 of between 30% and 40%. This is incredible when a year ago fund returns were
down around 20% for one year.
I have been very impressed by the investment team over the past year. They didn’t panic and probably worked the hardest in
managing our asset managers as well as ensuring that our asset allocation was positioned appropriately. Fund performance
presentations as a result have been much easier.
In March we launched our global retail funds that are available on the Old Mutual International platform. These funds now
have a one-year track record, however, we have been managing global hard currency funds for over 10 years, but closed these
for new business over six years ago. The delay in launching these funds is that we needed to receive Section 65 approval
to be able to market these funds. The funds meet a great need in the market, as there are so many investment managers
worldwide to choose from. The asset managers selected in our global fund range mirror the managers we use in the offshore
allocation of our local retail and institutional funds. We do, however, use global bond managers in the line-up as the targets
are based on US inflation.
We don’t know what the next year will bring. There may be more stability economically speaking, and while as the world
“normalises”, we do expect a lot more volatility in the markets. To manage this volatility, we are looking at increasing our
allocation to alternative assets in the institutional funds, and will hopefully say more in our next update. While we don’t
expect 30% to 40% returns over the next year, we are still hopeful that we can achieve double digit returns. Please keep
reading our weekly Market Matters to get an up-to-date view on issues that are moving markets.
Thanks once again for all your support. If there is any way in which we can support you better, please let us know.
All the best and stay well,
Trevor
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OVERVIEW OF
OUR INVESTMENT
OFFERINGS

OV ERV I E W O F O UR IN V E ST MENT OFFERI NGS
F UND

CATE GO RY

Old Mutual Multi-Managers Max 28 Fund
Old Mutual Multi-Managers Inflation Plus 1-3%
Old Mutual Multi-Managers Inflation Plus 3-5%

Strategy Funds

Old Mutual Multi-Managers Inflation Plus 5-7%
Old Mutual Multi-Managers Defensive Balanced Fund

Risk Aware Fund

Old Mutual Multi-Managers Managed Fund

Peer Fund

Old Mutual Multi-Managers Money Market Fund

Specialist Fund

Old Mutual Multi-Managers Balanced Tracker Fund
Old Mutual Multi-Managers Moderate Tracker Fund

Tracker Funds

Old Mutual Multi-Managers Conservative Fund

T H E F UND DESCRI P T I ON A ND OBJ ECTIVES A R E O U TL INED B EL OW :
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 FUND
The Risk Aware Fund consists of the Defensive Balanced Fund. This Fund has dual objectives of short-term capital protection and
long-term inflation-beating returns:
• Defensive Balanced Fund – CPI+4% - capital protection over rolling 12-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.

TRACKER FUNDS
The Tracker Funds invests in a range of indices diversified across various asset classes, and employs tactical asset allocation to
position the strategy to achieve its return objective. The objectives of the Tracker Funds are summarised as follows:
• Balanced Tracker Fund - aims to achieve a return of 4%-6% above inflation over rolling seven-year periods
• Moderate Tracker Fund - aims to achieve a return of 3%-5% above inflation over rolling five-year periods.

• Conservative Tracker Fund - aims to achieve a return of 1%-3% above inflation over rolling three-year periods.
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CLIENT COMMUNICATION SUMMARY
JO-ANN DE KLERK
Head | Marketing and Customer Support

Dear Clients
During the first quarter of 2021, we communicated to you on the following:

GENERAL BUSINESS
• Audit Certificates and Fees (18 February 2021)
Old Mutual Multi-Managers has received enquiries as to why the audit certificates produced for clients and their respective
auditors, excludes fees payable by the client. This is due to the nature of the product set up in that the products are net
priced. The fee is currently coming through in the price and thus not seen by the clients, nor does it reflect on the client
statement for this same reason.
Where fees are required for audit purposes, these can be requested separately by sending an email to
ommmclientquery@ommm.co.za.
• Enquiry Management System (25 February 2021)

Old Mutual Multi-Managers is excited to share with you that we are changing up and improving our client queries process so
as better to serve you, our clients.
With effect from 1 March 2021, Old Mutual Multi-Managers will be implementing a new system called Enquiry Management
System (EMS). EMS is a communications engine used throughout Old Mutual that has many useful features to enable us
to understand how well we are responding to and managing your enquiry. This technology will enable us to track that all
enquiries are responded to timeously and monitor the quality of the response.

INVESTMENT RELATED
• Termination of Private Equity Exposure (21 January 2021)

Effective 31 December 2020, Old Mutual Multi-Managers terminated its private equity exposure across all portfolios. This
was not an easy decision, having been invested in these funds from 2008, 12 years (10 years per the original contract plus an
additional 2 years).
The reason for this decision is based on the outlook for the underlying investments following the impact of COVID-19. Our
private equity investment is concentrated and solely exposed to the South African economy. Old Mutual Multi-Managers have
engaged extensively with the Private Equity team regarding the prospects for the underlying investments. Most of the assets
in the fund have already been sold and it was the intention of the private equity team to unlock value and exit the remaining
assets in 2020. This was unfortunately constrained by the impact of COVID-19 and lockdowns in the local economy. Our most
recent engagement has led us to believe that the assets within the fund will take much longer to recover from the crisis, and
to realise their value. We had anticipated the sale and/or exit of most of the investments in 2020.

7

CLIENT COMMUNICATION SUMMARY

• Hedge Fund Awards (5 March 2021)

Old Mutual Multi-Managers Long Short Equity Fund of Hedge Funds has once again received an award for best fund of funds
over ten years during the annual HedgeNews Africa Awards which premiered online yesterday.
The awards recognise the best risk-adjusted returns of alternative strategies and hedge funds in South Africa and the broader
Africa region each calendar year, based on an established methodology and independently verified data submitted to the
HedgeNews Africa database.
Should you wish to discuss any of these communications, please contact me on 021 524 4835.
Note that the above is an extract from the original detailed communications. Please visit our website for the full
communication.
Kind Regards
Jo-Ann de Klerk

Head | Marketing and Customer Support
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GLOBAL
EMERGING
MARKETS

GENERATIONAL OPPORTUNITY OR
PERSISTENT UNDERPERFORMER?
CRAIG WHITFIELD
Analyst

INTRODUCTION
The growing size and influence of Emerging Markets (EMs) make it an asset class that is increasingly hard to ignore. This vast
shift happened slowly but steadily over the last 30 years. The result is EMs now have much larger influence on the global
stage with far-reaching socio-economic implications for the rest of the world. And growth rates (particularly in Asia) suggest
that this change of influence will continue.

HOW DO EMERGING MARKETS FIT INTO GLOBAL REGIONS?
This classification by MSCI shows how emerging countries fit into the global economy:
MSCI EMERGING MARKETS INDEX
AMERICAS

MIDDLE EAST AND AFRICA

ASIA

Argentina
Brazil
Chile
Columbia
Mexico
Peru

Czech Republic
Egypt
Greece
Hungary
Poland
Qatar
Russia
Saudi Arabia
South Africa
Turkey
United Arab Emirates

China
India
Indonesia
Korea
Malaysia
Pakistan
Philippines
Taiwan
Thailand

While this segmentation has obvious limits, it does offer a convenient starting point to understanding regional changes.

THE EMERGING MARKET FRUIT SALAD
An important distinction to be made at the outset, is that EMs are a heterogeneous group, that is, individual countries differ
greatly from one another. This fact is key to reiterating how unique, nuanced and diversified EM countries are from each other.
It naturally follows that the fundamental factors driving long-term returns will also differ substantially between countries.

EVOLUTION OF THE INDEX
The EM Index has structurally transformed, even over the last decade. The most obvious trend is a substantial increase in the
weight of Asian shares (at the expense of other regions). China has gone from 17% of the index in 2010 to over 40% today, with
this likely to increase as further inclusion of A-Shares is expected.
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DEFENSIVE IN DIFFICULT MARKETS

REPRESENTATION OF EMERGING MARKETS IN THE GLOBAL ECONOMY
At current growth rates, Chinese GDP (in USD) may overtake the US as soon as 2025. Yet, surprisingly, EMs still only represent
around 12% of global equity market indices. A summary illustrates this:
GLOBAL EMERGING MARKETS

GLOBAL DEVELOPED MARKETS

Global Population

85%

15%

Global Reserves (USD)

76%

24%

Global GDP (PPP adjusted)

59%

41%

Global GDP (USD)

45%

55%

Market Gap in MSCI ACWI Index

12%

88%

There is clearly a large discrepancy between market inclusion and GDP growth. There are many reasons for this such as
companies remaining privately or government owned, and the free float factor (investable shares) which is low in EMs. The
question is whether the inclusion of EMs in global indices can increase on the back of higher relative economic growth.

GDP IS DIFFERENT TO EQUITY MARKET PERFORMANCE
MSCI Barra research concluded that GDP growth doesn’t necessarily translate into higher company earnings (one of the
fundamental long-term drivers of market performance). This doesn’t mean GDP growth has no relationship with equity
markets, but rather that the links between GDP growth and corporate earnings are complex and need to be understood.

CORPORATE EARNINGS
One of the more prominent arguments explaining why high GDP growth doesn’t necessarily translate into higher local
earnings, is that multinationals (domiciled in developed markets) are capturing a large part of EM growth. A simple example
is Apple phones sold in emerging markets. While demand is from a consumer in an emerging market, the profits and
earnings accrue to a developed market company. These developed market companies generally come with a higher level
of governance and reporting standards compared with their EM peers. This offers an attractive investment proposition:
accessing higher emerging market growth from a company that is domiciled in a developed market, with lower risk.
The reality is however more complex as some multinationals are domiciled in emerging markets. EM companies are also
capturing earnings from developed consumers. Samsung phones as an example are sold in developed countries.
To solve this, one must evolve the question into something more useful: which companies (EMs vs developed markets) are
capturing relatively more of global growth? Said differently, if EM companies can improve their relative competitiveness
versus developed markets, then EM equity markets will increasingly capture (and benefit from) EM growth.

ON AGGREGATE EMERGING MARKET CORPORATE COMPETIVENESS IS INCREASING
The broadest measure is the increase in EM companies’ market weight in the global MSCI ACWI from 6% in 1995 to 12%
today. A more anecdotal example is the number of Chinese companies included in the Fortune Global 500 (a list of the
top 500 companies in the world) has risen to 124. The US has the second highest number of companies at 121. Even more
astounding is that two decades ago, China only had 10 companies in the Fortune Global 500.
Looking at sector composition, EM technology companies have been the largest driver of increased competitiveness at the
expense of commodity-based businesses.

WHY MIGHT THIS SHIFT BE HAPPENING?
Firstly, developed market tech is predominantly based in the US. The size of US tech companies makes the tech sector
look large across developed markets but developed markets outside the US don’t contribute nearly as much toward the
technology sector weight. The European tech sector, for example, is small. Asian technology companies are more competitive
than tech in developed markets outside of the US. Their success has driven inclusion in global benchmarks.
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Secondly, EMs make up 85% of the world population. Rapid increase in per capita wealth, as Asia has experienced, creates a
flywheel effect for local companies which are better-suited to satisfy local demand. Government support for local business, in
India and even more so in China, protects companies from external competitors. This has seen many local businesses thrive.
Thirdly, Asia in particular has invested heavily in growing its technology capabilities for multiple decades. Asia’s investment
far exceeds every developed country except the US. These positive developments are highlighted by the World Economic
Forum who asserted, “This is the Asian century,” and one of the world’s most prestigious consulting firms, McKinsey, which
states, “In the decades ahead, Asian economies will go from participating in global trade and innovation flows to determining
their shape and direction.”
Further examples of innovation that are driving growth:

• Aggregate Research and Development (R&D) spend as a % of GDP has risen faster in Asian economies. Korea leads the
world while China has doubled their R&D budget over the last two decades. US R&D investment is still the highest in
nominal terms but has remained flat over the same period.
• Chinese patent filings are three times larger than the US; two decades ago they were half the size of the US.
• Chinese 5G capex spend is 58% higher than the US.

• Chinese Intellectual Property filings (which cover patents, trademarks and Industrial design protection) are a monumental
3.6 times larger than the US.

CONCLUSION
Emerging market corporate competitiveness is rising mostly on the back of Asian technology growth and the rise of the
middle income consumer. Rising corporate competitiveness is powerful when you combine it with already higher GDP
growth, population and consumer spending growth. It means emerging markets are capturing increasingly more value from
their growing economies. This should see the weight of emerging markets continue to expand in global indices.
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INTERNATIONAL
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LOCAL AND INTERNATIONAL
MARKET COMMENTARY
IZAK ODENDAAL
Investment Strategist

SYNOPSIS:

• Global bonds remain under pressure.
• Equities positive even as markets reprice interest rate expectations.
• A positive month for local equities but bonds falter.

GLOBAL

Global markets remained volatile during the month as investors repriced interest rate expectations. However, equities
were still positive in March. One-year equity returns were spectacular across the board as they are measured off a low base
following the collapse in March 2020.
The US S&P 500 returned 4.3% in March and 56% over one year. Japanese equities had another positive month and the
Nikkei 225 returned 1.35% in yen in March and also 56% over 12 months. The Eurostoxx 600 Index returned 6.5% in the
month, but lags other major markets over one year with a 37.6% local currency return.
Emerging market equities pulled back as global bond yields rose and the dollar strengthened, with Chinese shares bearing
the brunt of selling. The MSCI Emerging Market Index lost 1.5% in the month. Russia and South Africa were the top performers
in dollar terms. Over 12 months, the MSCI Emerging Market Index returned 58%, slightly ahead of developed markets (MSCI
World Index).
The MSCI All Country World Index combines developed and emerging markets, but with a much larger weight to the former.
It was positive in March with a 2.7% return which boosted the one-year return to 55%. The MSCI All Country World Value
Index further outperformed the Growth equivalent in March; so far in 2021 it has returned 10% versus 2%.
Global bond returns were negative again in March. The benchmark US 10-year Treasury yield rose to 1.76%, having started the
year at 0.9%. The Bloomberg Global Aggregate Bond Index lost 1.9% in dollars in the month, and its one-year return of 4.5%
lags equities by some distance.
Global listed property was positive in March, with the FTSE/EPRA Nareit Developed Index returning 2.8% in dollars. The oneyear return is positive at 5.8% but also well behind equities.
Prospects for stronger US economic growth and higher interest rates supported the dollar, and the greenback gained 3.2%
against the euro in March. This put pressure on most commodities during the month, but palladium rallied 11%. Brent crude
oil ended the month at $64 per barrel. Gold ended March lower at $1 685 per ounce.
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LOCAL AND INTERNATIONAL MARKET COMMENTARY
LOCAL

Local equities were positive in March and the first quarter. The FTSE/JSE Capped SWIX returned 3.7% in March which boosted
one-year returns to 54%.
Resources returned 1.2% in March though several key commodity prices pulled back somewhat. Over 12 months, the sector
has almost doubled, returning 94%. Industrials returned 1.8% in March to boost the 12-month return to 38%.
Financials returned 1.7% in March and 37.8% over 12 months. However, unlike the other two major sectors, it has not surpassed
pre-pandemic levels, reflecting the deeper contraction and slower recovery of the local economy compared to key global
markets.
Listed property was positive in March and in the first quarter, and has recovered 34% since the end of March 2020. However,
returns for the FTSE/JSE All Property Index are still negative all the way from two to seven years out.
SA nominal bonds sold off in March in line with global bond markets. The All Bond Index lost 2.5% in March, but was still
strongly positive over one year with a 17% return. Cash only returned 4% over the past year. Inflation-linked bonds were
positive in March and are ahead of nominal bonds in 2021 and slightly behind over 12 months with a 16.8% return.
The rand gained 2.3% against the US dollar in March, which is slightly unusual since the dollar itself strengthened against
other major currencies. The local currency ended the first quarter flat against the dollar at R14.77, but this was 17% stronger
compared to a year ago.

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

February 2001 - March 2021 (not annualised if less than 1 year)
3 MONTHS

1 YEAR

2 YEARS

3 YEARS

4 YEARS

5 YEARS

10 YEARS

15 YEARS

JSE AllShare (J203T)

13.14%

53.98%

12.08%

9.68%

9.66%

8.20%

10.85%

11.45%

JSE SWIX (J403T)

13.28%

51.51%

9.48%

6.38%

7.13%

6.00%

10.61%

11.15%

JSE Top 40 (J200T)

13.19%

54.00%

13.59%

11.05%

11.03%

8.89%

10.94%

11.46%

JSE INDI (J257T)

12.95%

38.17%

13.25%

7.28%

6.88%

5.48%

13.80%

14.38%

JSE RESI (J210T)

18.75%

90.39%

24.55%

29.67%

24.87%

23.07%

5.24%

7.75%

JSE Midcaps (J201T)

9.36%

45.35%

2.63%

0.46%

0.92%

2.29%

8.97%

10.60%

JSE Smallcaps (J202T)

21.22%

79.23%

9.56%

0.10%

-0.63%

2.04%

9.51%

9.94%

JSE Gold Mining (J150T)

-0.91%

29.32%

57.62%

50.88%

29.83%

14.48%

4.50%

2.94%

JSE Value (J330T)

13.92%

52.66%

2.99%

4.95%

4.77%

4.67%

6.68%

8.57%

JSE Growth (J331T)

12.48%

54.57%

20.58%

14.15%

13.70%

11.26%

13.82%

13.30%

ALBI

-1.74%

16.96%

6.52%

5.49%

8.08%

8.66%

8.22%

7.90%

STeFI

0.87%

4.54%

5.87%

6.33%

6.61%

6.80%

6.30%

7.14%

FTSE/JSE Africa SA List
Prop (SAPY) (J253T)

6.40%

34.44%

-16.32%

-12.91%

-11.49%

-9.04%

4.39%

7.18%

FTSE 100 INDEX

5.44%

8.89%

0.00%

5.26%

2.74%

0.94%

7.89%

5.22%

COMPOSITE DAX INDEX

4.58%

34.25%

17.90%

13.51%

10.99%

9.73%

15.10%

12.78%

NIKKEI 225 INDEX

-0.14%

24.59%

18.80%

17.72%

14.41%

12.20%

17.23%

10.34%

SA CPI

1.20%

2.86%

3.74%

3.85%

3.90%

4.37%

5.06%

5.66%

Currency: ZAR
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INDUSTRY UPDATES
ABAX INVESTMENTS
Abax announced the departure of Rashaad Tayob from the firm at the end of the first quarter of 2021. Rashaad has been the lead
investment manager of the Flexible Income Fund since 2012, and will be replaced by Philip Liebenberg, who will assume the lead
investment manager role of the fund. Prior to joining Abax in 2017, Liebenberg was a portfolio manager at Sanlam Investments
where he was responsible for various fixed income mandates.

ALL WEATHER CAPITAL
All Weather announced the appointment of Chris Reddy as a senior equity analyst, effective from 1 March 2021. Reddy worked
previously at RMB Corporate Finance and, more recently, Mazi Asset Management. He has 15 years’ experience in equity analysis
and fund management.
In addition, Kagiso Selolo will be joining the All Weather Emerging Market team from 1 May 2021 as a Junior Equity Analyst. Selolo
is a qualified CA(SA) and is currently working at Deloitte.

ALLAN GRAY
Allan Gray announced the departure of Ruan Stander at the end of February 2021. Stander was a portfolio manager responsible
for managing portions of the Balanced, Equity and Absolute portfolios, as well as the Optimal portfolios. He joined Allan Gray as
an equity and quantitative analyst in 2008 and was appointed portfolio manager in 2015.
Stander’s portion of the Balanced and Equity portfolios will be reallocated to the existing portfolio managers (Duncan Artus,
Jacques Plaut, Tim Acker and Rory Kutisker-Jacobson), while Duncan Artus will assume full responsibility for the Absolute
portfolios. Sean Munsie will manage the Optimal portfolios going forward.

ARGON ASSET MANAGEMENT
Argon announced the appointment of three additional equity analysts to their Equities Team with effect from 1 January 2021.
Lulama Qongqo, Masechaba Makhura and Museja Makhaga all join the Argon team. Qongqo has five years investment experience,
having previously worked at Avior Capital Markets and All Weather Capital. Makhura has four years investment experience, having
previously worked at Melville Douglas and Kagiso Asset Management. Makhaga has five years investment experience, having
previously worked at Perpetua Investment Managers and Sanlam Investment Management.

CORONATION FUND MANAGERS
Coronation announced changes to their Houseview Equity strategy during the quarter. Sarah-Jane Alexander, who was allocated a
portion of the Houseview Equity strategy as a multi-counsellor alongside Karl Leinberger in 2017, has been allocated an increased
portion within the strategy. In addition, Leinberger and Alexander remain the sole co-portfolio managers on the Coronation
Houseview Balanced portfolios.
At the same time, it was announced that Adrian Zetler (who previously fulfilled the role of co-manager on the Houseview Equity
portfolios) has left Coronation to pursue an investment career outside of formal institutions.

FUTUREGROWTH ASSET MANAGEMENT
Futuregrowth announced a number of appointments and departures during the quarter. Conway Williams (Joint Head of Unlisted
Credit) left at the end of January 2021, while Michelle Green (Investment Analyst) and Faith Saunders (Cash Management) departed
at the end of February 2021. Williams and Green departed to join Prescient Investment Management, while Saunders has joined
the Absa Group.
Maseabi Marageni joined Futuregrowth on 1 February 2021 as their new Head of Business Development, taking over from Steffen
Josephs who has stepped away from the role to concentrate on his preferred role as a Senior Business Development Executive.
Bongile James and Razeen Dinath joined the Futuregrowth investment team on 1 February 2021 as Investment Analysts in the
Unlisted Credit team. Sithembiso Garane joined the business as the new Head of Listed Credit on 1 March 2021. He joins from
Prescient Investment Management.
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INDUSTRY UPDATES
NINETY ONE
Ninety One announced changes to their South African Listed Property strategy during the quarter. The current portfolio manager,
Peter Clark, has indicated a desire to move on to new career challenges. Ann-Maree Tippoo and Luqman Hamid will be added
as co-portfolio managers on the SA listed property strategy. Clark will remain involved for 3-6 months to facilitate the transition,
whereafter Tippo and Hamid will be the primary decision makers on the Listed Property portfolios at Ninety One.

OLD MUTUAL INVESTMENT GROUP
The Old Mutual Investment Group (OMIG) announced the integration of the MacroSolutions and Old Mutual Equities businesses
into one. Siboniso Nxumalo will head up the combined team whilst continuing to co-manage the Investors Fund. Peter Brooke
will focus on the new global equity product, Global Macro Equity, and will continue to manage the dynamic funds. Meryl Pick will
head the research process, while Graham Tucker will co-ordinate the solutions offering.
In addition, Old Mutual announced the appointment of Tebogo Naledi to the role of Managing Director of OMIG, which came
into effect on 1 January 2021. Khaya Gobodo will now focus solely on his role as Managing Director of Old Mutual Investments, the
cluster comprising OMIG, Old Mutual Alternative Investments, Futuregrowth Asset Management, Old Mutual Specialised Finance
and Marriott Asset Management. Sinenhlanhla Dlamini has been appointed as Head of Institutional Client Management with
effect from 1 February 2021.

PRUDENTIAL INVESTMENT MANAGERS
Prudential announced the strengthening of their ties with their global parent, M&G plc, during the quarter. M&G will increase its
ownership in Prudential from the current 49.99% to 50.12%, returning to the position of majority shareholder. The Prudential Staff
Investment Company will raise its shareholding from 28.01% to 28.08% while Thesele Group, Prudential’s black empowerment
partner for the past 14 years, has offered to marginally decrease their shareholding from 22.0% to 21.8%.
Additionally, in support of the objective to position M&G as a globally represented savings and investments business, it is Prudential’s
intention to align with the global M&G Investments identity. Prudential will become one of M&G’s investment management hubs,
adding Cape Town to the list of asset management centres in London, Chicago, Singapore and Paris.
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MARKET
INSIGHT

MARKET INSIGHT
IZAK ODENDAAL
Investment Strategist

WHAT STOOD OUT IN Q1 2021?

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

THE LAW OF LARGE NUMBERS
At the end of the first quarter, one-year returns were nothing short of spectacular. Our domestic equity benchmark, the FTSE/
JSE Capped SWIX returned 54% in rands and our global benchmark, the MSCI All Country World Index also returned 54%,
but in dollar terms. Coincidentally, our local property benchmark, the FTSE/JSE All Property Index returned 34% in rand,
while our global benchmark, the FTSE EPRA/Nareit Developed Index also returned 34% in dollars. Since the rand gained 17%
against the dollar over this 12-month period, local equities and property outperformed their international counterparts in
common currency terms.
These incredible returns are in part a statistical illusion. Since markets crashed in March 2020. The 12-month return at the end
of March 2021 is measured of this low base. Neither the local or international property indices have returned to pre-pandemic
level yet, reflecting the deep uncertainty over the future of work, leisure and retail now that we’ve become so used to doing
everything virtually from the comfort of our own homes. But there is no denying that the equity rally from the March 2020
bottom was swift and strong. Initially, substantial monetary and fiscal policy support did the trick, but the momentum really
picked up from November onwards when news of clinically successful vaccines first broke. Both the local and global equity
benchmarks have surpassed pre-pandemic levels, handsomely beating cash over this period. It really paid off to remain
invested during the darkest and most uncertain days of lockdown.

GLOBAL BOND YIELDS RISE AS ECONOMIC OUTLOOK UPGRADED
A strong global economic expansion is underway, and credible forecasters suggest it will be the best year for the global
economy in several decades. The expansion is led by a manufacturing sector that has been posting strong growth rates across
the world. So strong, in fact, that bottlenecks and supply disruptions are emerging everywhere, putting upward pressure –
most likely on a temporary basis – on some prices.
As the growth outlook heats up, bond yields have risen in sympathy (i.e. a decline in bond prices). This is partly driven by
concerns over rising inflation (as seen in the increased “break-even” yields) particularly given the massive $1.9 trillion fiscal
injection into the US economy, and partly by the expectation that central banks will hike rates sooner than expected (as seen
by rising real yields). In other words, the bond market is testing central bank’s commitment to keeping rates low.
The US Federal Reserve insists it is nowhere near hiking interest rates or even tapering its bond purchases until “substantial
further progress” had been made in reducing unemployment and lifting inflation. It expects inflation to rise temporarily this
year, due to a surge in activity following lockdowns and base effects, but does not believe it will last. Therefore, it still expects
to keep short-term rates at near-zero levels until at least 2023, even as it believes that economic growth will be very strong
over this period. It is this apparent disconnect that the market has trouble digesting, as it goes against many decades of
central bank orthodoxy.
These debates have implications worldwide and across different markets. Rising bond yields caused a brief but noticeable
wobble on equity markets, while also putting emerging markets under pressure. Already, Brazil, Russia and Turkey have
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hiked interest rates. This in turn suggests the window for further rate cuts from the South African Reserve Bank’s Monetary Policy
Committee has closed, but it doesn’t mean rate increases are on the immediate horizon. The MPC left the repo rate unchanged at
3.5% in a unanimous decision at its March meeting.

CLIMBING OUT OF THE COVID-19 HOLE
As global economic prospects heat up, so do South Africa’s and the local economy continues to climb out of the COVID-19 hole.
Economic growth in the fourth quarter of 2020 was ahead of what most economists expected, and the 2020 contraction of 7%,
though the worst on record, was not as bad as initially feared. This puts South Africa towards the bottom of the range of growth
outcomes among major economies, but not the worst. China managed positive growth, while the US declined 3.5% in 2020.
However, India contracted 8% and the UK 9.9%.
StatsSA’s gross domestic product (GDP) report shows that the local economy increased by 6.3% quarter-on-quarter on a
seasonally adjusted and annualised basis, following an upwardly revised 67% third quarter growth rate. Compared to the fourth
quarter of 2019, the economy was 4.2% smaller in real terms. It will take at least another year for the level of real economic activity
to return to where it was pre-pandemic.
Economic data is always released with a lag, but the indications we have point to the recovery continuing into the first quarter.
Export growth is strong, supported by elevated commodity prices, but consumer activity is also improving faster than expected.
A better economic performance in 2021 would support domestic asset classes that still screen cheap even after the recent run.
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FUND SPECIFIC
COMMENTARY

F UN D S P EC I F IC CO MME N TARY
O L D M UT UA L MULTI - MA N AGERS
M A X 28 FU N D
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: October 1999

ASSETS UNDER MANAGEMENT: R803.6 million

COMMENTARY

This quarter, the Fund returned 10.4% net with the FTSE/JSE All Share Index (ALSI) returning 13.14% and the All Bond Index (ALBI)
-1.74%. The local property sector was up 8.05%.
Over the last 12 months, the Fund returned 37.1% net and the local bond market returned 16.96%. Local listed property returns
have remained volatile and are 34.16% higher for the 12 months to end March 2021. Local cash has returned 4.6% for the last 12
months. JSE All Share Index (ALSI) delivered 53.98%.
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LIKELY FUND RANGE OF RETURNS AND
CURRENT RETURN*

50%
40%
30%
20%

The graph shows the strategy’s likely fund range of
returns over different investment periods, based on
the research team’s investigation and modelling.
The diamonds indicate the current actual historical
return over each period of the fund.
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PERFORMANCE DATA TO 31 MARCH 2021
% PERFORMANCE (P.A.)
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Old Mutual Multi-Managers Max 28 Fund

38.2%

10.0%

8.5%

Strategy Return Target

9.4%

10.2%
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SINCE INCEPTION

7.0%

8.5%

12.2%

12.9%

10.9%

11.2%

11.6%

12.3%

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).

(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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O L D M UT UA L MULTI - MA N AGERS
M A X 28 FU N D
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 MultiManagers has selected a combination of asset managers to manage this strategy’s various underlying portfolios.

ASSET CLASS

MANAGER SPLIT

South African equity
South African boutique equity
South African fixed income
South African cash
South African property
International equity
International property
Africa equity
Long Short Equity
Private Equity

ASSET CLASS HOLDINGS
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F UN D S P EC I F IC CO MME N TARY
O L D M U T UAL MULTI - MA N AGERS
IN FL AT I O N P LUS 1 - 3 % ST R ATEGY
INCEPTION DATE: 14 October 1999

ASSETS UNDER MANAGEMENT: R666.1 million

COMMENTARY

The Inflation Plus 1-3% strategy returned 7.2% per annum over the recommended minimum investment period of three years.
Over the last 12 months, this strategy returned 18.3%.

60%

LIKELY FUND RANGE OF RETURNS
AND CURRENT RETURN*
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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. The diamonds indicate the current
actual historical return over each period of the
Fund.
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Old Mutual Multi-Managers Inflation Plus 1-3% Strategy

19.1%

8.8%

7.9%

8.1%
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10.6%

12.5%

Strategy Return Target

4.95

5.7%

5.9%

6.5%

6.75

7.1%

7.8%

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.

PERFORMANCE AGAINST
STRATEGY OBJECTIVE*
(SINCE INCEPTION)

OLD MUTUAL MULTI-MANAGERS INFLATION
PLUS 1 - 3 STRATEGY
STRATEGY RETURN TARGET

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

INDEXED TO R1 ON 31 OCTOBER 1999

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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O L D M UT UA L MULTI - MA N AGERS
IN FL AT I O N PLUS 1 - 3 % ST R ATEGY
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 MultiManagers has selected a combination of asset managers to manage this strategy’s various underlying portfolios.
ASSET CLASS

MANAGER SPLIT

South African equity
South African boutique equity
South African fixed income
South African cash
South African property
International equity
International property
Africa equity
Long Short Equity

ASSET CLASS HOLDINGS
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F UN D S P EC I F IC CO MME N TARY
O L D M UT UA L MULTI - MA N AGERS
IN FL AT I O N PLUS 3 - 5% ST R ATEGY
INCEPTION DATE: 30 June 2003

ASSETS UNDER MANAGEMENT: R4.1 billion

COMMENTARY

The Inflation Plus 3-5% strategy returned 7.4% per annum over the recommended minimum investment period of five years.
Over the last 12 months, this strategy returned 33.5%.
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LIKELY FUND RANGE OF RETURNS AND
CURRENT RETURN*
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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. The
diamonds indicate the current actual historical return
over each period.
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Old Mutual Multi-Managers Inflation Plus 3-5% Strategy

34.5%

10.8%

9.1%

8.1%
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11.7%

13.8%

Strategy Return Target

6.9%

7.7%

7.9%

8.4%

8.7%

9.1%

9.4%

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.

PERFORMANCE AGAINST
STRATEGY OBJECTIVE*
(SINCE INCEPTION)

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

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

INDEXED TO R1 ON 30 JUNE 2003

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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O L D M UT UA L MULTI - MA N AGERS
IN FL AT I O N PLUS 3 - 5% ST R ATEGY
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 MultiManagers has selected a combination of asset managers to manage this strategy’s various underlying portfolios.

ASSET CLASS

MANAGER SPLIT

South African equity
South African boutique equity
South African fixed income
South African cash
South African property
International equity
International property
Africa equity
Long Short Equity

ASSET CLASS HOLDINGS
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F UN D S P EC I F IC CO MME N TARY
O L D M UT UA L MULTI - MA N AGERS
IN FL AT I O N PLUS 5 - 7% ST R ATEGY
INCEPTION DATE: 14 October 1999

ASSETS UNDER MANAGEMENT: R10.8 billion

COMMENTARY

The Inflation plus 5-7% strategy returned 7.8% per annum over the recommended minimum investment period of seven years.
Over the last 12 months, this strategy returned 38.7%.

60%

LIKELY FUND RANGE OF RETURNS
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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. The diamonds indicate the current
actual historical return over each period of the
fund.
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Old Mutual Multi-Managers Inflation Plus 5-7% Strategy
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11.3%
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13.7%

Strategy Return Target

8.9%
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10.4%

10.7%

11.1%

11.8%

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).

(SINCE INCEPTION)

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

The graph illustrates the
Strategy’s performance against it’s
performance target.
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O L D M UT UA L MULTI - MA N AGERS
IN FL AT I O N PLUS 5 - 7% ST R ATEGY
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 MultiManagers has selected a combination of asset managers to manage this strategy’s various underlying portfolios.

ASSET CLASS

MANAGER SPLIT

South African equity
South African boutique equity
South African fixed income
South African cash
South African property
International equity
International property
Africa equity
Long Short Equity

ASSET CLASS HOLDINGS
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F UN D S P EC I F IC CO MME N TARY
O L D M UT UA L MULTI - MA N AGERS
DEFE N S I V E BAL AN CE D F UN D
INCEPTION DATE: October 2002

ASSETS UNDER MANAGEMENT: R667 067 268.80

COMMENTARY

This quarter, the Fund returned 2.0% net with the FTSE/JSE All Share Index (ALSI) returning 13.14% and the All Bond Index (ALBI)
-1.74%. The local property sector was up 8.05%.
As at the end of March 2021, exposure to asset classes for the Defensive Balanced Fund was as follows: domestic equities 27.7%,
domestic bonds 16.4% and 22.0% in cash. Offshore is close to 25.0%. The Fund has also maintained exposure to alternative asset
classes such as private equity at 1.8%.
Over the past quarter, SIM returned 4.22%, Coronation 7.25% and Ninety One 2.40%.

PERFORMANCE DATA TO 31 MARCH 2021
1 MONTH

3 MONTHS
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Old Mutual Multi-Managers Defensive Balanced Fund
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Strategy Return Target
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The graph illustrates the
Strategy’s performance against
it’s performance target.
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O L D M UT UA L MULTI - MA N AGERS
DEFE N S I V E BAL AN CE D F UN D
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 Old Mutual Multi-Managers Defensive Balanced 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.

ASSET CLASS HOLDINGS
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FEES TO MANAGE UNDERLYING INVESTMENTS (AS AT DECEMBER 2020)
Investment Management Fee (IMF)

0.77%

Performance Fee*

0.00%

Total Expense Ratio (TER)

0.77%

Transaction Costs (TC)**

0.06%

Total Investment Charge (TIC)

0.82%
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F UN D S P EC I F IC CO MME N TARY
O L D M UT UA L MULTI - MA N AGERS
M A N AG ED F UN D
INCEPTION DATE: April 2000

ASSETS UNDER MANAGEMENT: R2 437 866 291.60

COMMENTARY

This quarter, the Fund returned 9.85% net with the FTSE/JSE All Share Index (ALSI) returning 13.14% and the All Bond Index
(ALBI) -1.74%. The local property sector was up 8.05%.
It was a strong first quarter. This is evident in the underlying manager returns, with Prudential returning 9.97%, Coronation
10.21%, Allan Gray 9.8% and Ninety One 9.25%. For the 12 months ending March 2021, Prudential returned 41.35%, Coronation
45.93%, Allan Gray 34.43% and Ninety One 35.41%.
The Fund has returned 39.9% net over the last 12 months.

PERFORMANCE DATA TO 31 MARCH 2021
Old Mutual Multi-Managers Managed Fund
Strategy Return Target
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The graph illustrates the
Strategy’s performance against
it’s performance target.
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O L D M UT UA L MULTI - MA N AGERS
M A N AG ED F UN D
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.

ASSET CLASS HOLDINGS
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FEES TO MANAGE UNDERLYING INVESTMENTS (AS AT DECEMBER 2020)
Investment Management Fee (IMF)

0.82%

Performance Fee*

0.00%

Total Expense Ratio (TER)

0.82%

Transaction Costs (TC)**

0.14%

Total Investment Charge (TIC)

0.96%
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O L D M UT UA L MULTI - MA N AGERS
M O N E Y M A RKE T F UN D
INCEPTION DATE: August 2000

ASSETS UNDER MANAGEMENT: R893 717 338.60		

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 114 days. The
Strategy’s term exposure is biased towards the short end of the money market curve with close to 81% of instruments within six
months of maturity. More than 98% of the strategy was exposed to F1/F1+ rated investments.

PERFORMANCE DATA TO 31 MARCH 2021
Old Mutual Multi-Managers Money Market Fund
Strategy Return Target

1 MONTH

3 MONTHS

6 MONTHS

0.4%

1.1%

2.0%

0.31%

0.8%

1.7%

R1.50
R1.00
Jul 20

Jul 19

Jul 18

Jul 17

Jul 16

Jul 15

Jul 13

Jul 14

Jul 11

Jul 12

Jul 10

Jul 09

Jul 08

Jul 07

Jul 06

Jul 05

R0.50
Jul 03

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

R2.50
R2.00

Jul 04

STEFI +0.5% P.A.

R3.50
R3.00

Jul 01

OLD MUTUAL MULTI-MANAGERS
MONEY MARKET FUND

R4.50
R4.00

Jul 02

(SINCE INCEPTION)

R5.50
R5.00

Jul 00

PERFORMANCE AGAINST
STRATEGY OBJECTIVE*

INDEXED TO R1 SINCE 31 JULY 2000

R6.50
R6.00
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O L D M UT UA L MULTI - MA N AGERS
M O N E Y M A RKE T F UN D
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.

FEES TO MANAGE UNDERLYING INVESTMENTS (AS AT DECEMBER 2020)
Investment Management Fee (IMF)
Performance Fee*

0.22%
N/A

Total Expense Ratio (TER)

0.22%

Transaction Costs (TC)**

0.00%

Total Investment Charge (TIC)

0.22%
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F UN D S P EC I F IC CO MME N TARY
O L D M UT UA L MULTI - MA N AGERS
B A L A N C ED T R ACKE R F UN D
INCEPTION DATE: October 2019

ASSETS UNDER MANAGEMENT: R205.4 million

COMMENTARY

These strategies are managed in line with the comparable OMMM Inflation Plus strategies in terms of tactical asset allocation.
The underlying asset classes are however managed on a passive basis.

60%

LIKELY FUND RANGE OF RETURNS AND
CURRENT RETURN*

50%
40%
30%
20%

The graph shows the strategy’s likely fund range of
returns over different investment periods, based on
the research team’s investigation and modelling.

10%
0%
-10%
-20%
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3

5
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YEAR/S TO 31 MARCH 2021

PERFORMANCE DATA TO 31 MARCH 2021
1 MONTH

3 MONTHS

6 MONTHS

12 MONTHS

0.8%

7.2%

13.9%

35.4%

1.1%

2.4%

4.1%

8.0%

Old Mutual Multi-Managers Balanced Tracker Fund
Strategy Return Target

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.

Mar 21

Feb 21

Jan 21

Dec 20

Nov 20

Oct 20

Sep 20

Aug 20

Jul 20

Jun 20

May 20

Apr 20

Mar 20

R0.50
Feb 20

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

R1.00

Jan 20

STRATEGY RETURN TARGET

R1.50

Dec 20

OLD MUTUAL MULTI-MANAGERS
BALANCED TRACKER FUND

Nov 20

(SINCE INCEPTION)

R2.00

Oct 19

PERFORMANCE AGAINST
STRATEGY OBJECTIVE*

INDEXED TO R1 SINCE 31 OCTOBER 2019

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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O L D M UT UA L MULTI - MA N AGERS
B A L A N C ED T R ACKE R F UN D
FUND 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 4%-6% 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.			

BENCHMARK				
CPI +5% p.a.				

TARGET				
CPI + 4 - 6% p.a. above inflation over the long term.

ASSET CLASS HOLDINGS
50%
45%

44.0%

40%
35%
30%

27.0%

25%
18.0%

20%
15%
10%

8.0%

5%

2.0%

1.0%

0%
SA
Equity

SA
Cash

SA
Fixed
Income

SA
Property

Global
Equity

Global
Property
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F UN D S P EC I F IC CO MME N TARY
O L D M UT UA L MULTI - MA N AGERS
M O DE R AT E T R ACKE R F UN D
INCEPTION DATE: October 2019

ASSETS UNDER MANAGEMENT: R11.7 million

COMMENTARY

These strategies are managed in line with the comparable OMMM Inflation Plus strategies in terms of tactical asset allocation.
The underlying asset classes are however managed on a passive basis.

60%

LIKELY FUND RANGE OF RETURNS AND
CURRENT RETURN*

50%
40%
30%
20%

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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PERFORMANCE DATA TO 31 MARCH 2021
1 MONTH

3 MONTHS

6 MONTHS

12 MONTHS

Old Mutual Multi-Managers Moderate Tracker Fund

0.5%

5.9%

11.8%

31.1%

Strategy Return Target

1.0%

2.2%

3.6%

7.0%

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.

Mar 21

Feb 21

Jan 21

Dec 20

Nov 20

Oct 20

Sep 20

Aug 20

Jul 20

Jun 20

May 20

Apr 20

Mar 20

R0.50
Feb 20

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

R1.00

Jan 20

STRATEGY RETURN TARGET

R1.50

Dec 20

OLD MUTUAL MULTI-MANAGERS
MODERATE TRACKER FUND

Nov 20

(SINCE INCEPTION)

R2.00

Oct 19

PERFORMANCE AGAINST
STRATEGY OBJECTIVE*

INDEXED TO R1 SINCE 31 OCTOBER 2019

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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O L D M UT UA L MULTI - MA N AGERS
M O DE R AT E T R ACKE R F UN D
FUND 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.			

BENCHMARK				
CPI +4% p.a.				

TARGET				
CPI + 3 - 5% p.a. above inflation over the long term.

ASSET CLASS HOLDINGS
40%
35%

34.8%

30%

26.6%

25%

21.2%

20%
14.2%
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F UN D S P EC I F IC CO MME N TARY
O L D M UT UA L MULTI - MA N AGERS
CO N S ERVATIV E T R ACKE R F UND
INCEPTION DATE: October 2019

ASSETS UNDER MANAGEMENT: R0.1 million

COMMENTARY

These strategies are managed in line with the comparable OMMM Inflation Plus strategies in terms of tactical asset allocation.
The underlying asset classes are however managed on a passive basis.

60%

LIKELY FUND RANGE OF RETURNS AND
CURRENT RETURN*
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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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PERFORMANCE DATA TO 31 MARCH 2021
1 MONTH

3 MONTHS

6 MONTHS

12 MONTHS

Old Mutual Multi-Managers Conservative Tracker Fund

-0.8%

1.6%

4.3%

15.1%

Strategy Return Target

0.8%

1.7%

2.6%

4.9%

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.

Mar 21

Feb 21

Jan 21

Dec 20

Nov 20

Oct 20

Sep 20

Aug 20

Jul 20

Jun 20

May 20

Apr 20

Mar 20

R0.50
Feb 20

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

R1.00

Jan 20

STRATEGY RETURN TARGET

R1.50

Dec 20

OLD MUTUAL MULTI-MANAGERS
CONSERVATIVE TRACKER FUND

Nov 20

(SINCE INCEPTION)

R2.00

Oct 19

PERFORMANCE AGAINST
STRATEGY OBJECTIVE*

INDEXED TO R1 SINCE 31 OCTOBER 2019

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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O L D M UT UA L MULTI - MA N AGERS
CO N S ERVATIV E T R ACKE R F UND
FUND 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.			

BENCHMARK				
CPI +2% p.a.				

TARGET				
CPI + 1 - 3% p.a. above inflation over the long term.

ASSET CLASS HOLDINGS
60%
48.8%

50%
40%
30%

19.0%

20%
10%

15.9%

10.1%
2.2%

0%
SA
Equity

SA
Cash

SA Fixed
Income

SA
Property

1.0%

Global
Equity

Global
Property

42

F UN D S P EC I F IC CO MME N TARY
DEFENSIVE BALANCED FUND
The Defensive Balanced Fund returned 0.56% over the quarter, 4.68% over one year and 6.88% annualised over five years.

SIM
Global asset markets continue to be upbeat on the promise of robust economic growth this year, as COVID-19 vaccine rollouts gain momentum and restrictions to economic activity are eased. However, this increased bullishness on growth has been
accompanied by increased inflation risk, and the month of March saw a continuation of steep escalations in US Treasury yields,
with the generic 10-year yield rising 0.34% to end the month at 1.74%.
Further signs of a solid rebound in economic growth continued into March, with manufacturing sectors in most economies in
expansionary territory. US stocks bounced back strongly from a weak ending to February, with the S&P 500 shaking off the
impact of higher Treasury bond yields to end March 4.4% higher. Technology stocks lagged the broader market, however, with
the NASDAQ Composite rising 0.5% as investors continued to shun growth stocks in favour of value counters. Emerging market
equities, however, didn’t share in the zest seen in developed markets as the MSCI Emerging Markets Index retreated 1.5%. Higher
US bond yields meant another grim month for global bond markets as the Bloomberg Barclays Global Aggregate Bond Index fell
another 1.9%.
The Fund’s effective domestic equity allocation increased slightly over the month owing to strong market performance. SIM made
no changes to holdings of listed property. The nominal bond position was higher on the back of our purchase of R2032 bonds as
the manager took advantage of the sell-off in nominal bonds to pick up the Fund’s duration. ILB holdings remained unchanged,
while the allocation to cash and short-term interest-bearing instruments reduced marginally after the purchase of nominal bonds.
No significant actions were taken with respect to the Fund’s offshore holdings, although the stronger ZAR (up 2.3%) did reduce
this allocation to a marginal extent.

CORONATION
The Fund has had a successful start to 2021, with a quarterly return of over 6% resulting in a one-year return of almost 30% gross
of fees, far exceeding its benchmark return of inflation (CPI). The strong showing over the last 12 months has lifted the Fund’s
medium-term and long-term performance. Risk assets have had a significant rebound, off a very low base this time last year, and
have been the main contributor to the Fund’s performance. Local equity markets saw compelling long-term valuations across
many counters even after incorporating severe near-term earnings cuts due to COVID-19 and a slow path to earnings normalisation.
Coronation increased SA equity exposure with a focus on building positions in businesses that not only offered a large margin of
safety but also had robust balance sheets and the ability to generate good cash flows. Given these criteria, the manager did not
add to existing domestic property exposure. Better risk-adjusted return opportunities were to be found in equities.
The Portfolio benefited from its position in the diversified miners, Anglo American and BHP Billiton. Resource shares remain a
meaningful part of equity exposure despite their outperformance. The investment thesis is unchanged, namely undemanding
valuations, solid free cash flow (FCF) and tight markets. Commodity demand is expected to remain robust given Asian resilience
and a recovery in the rest of the world. Joe Biden’s presidency should strengthen the US’s commitment to transitioning away
from fossil fuels. Battery metals have an important role to play in decarbonising the world’s energy mix. Thus copper and cobalt
are expected to be particularly tight as this shift accelerates. The platinum group metals holdings in the Portfolio (Northam
and Impala Platinum) performed well. Metal prices remain high given growing demand, supply disruptions and a decade of
underinvestment. Domestic holdings are centred around the food retailers (Shoprite and Spar), banks (predominantly FirstRand,
Nedbank and Standard Bank) and the life insurers (Sanlam). SA’s banks have navigated the crisis well.
Overall risk asset exposure is prudently balanced with a 35% exposure to SA fixed income instruments. There are still many
uncertainties and risks as to how the world will emerge from this COVID-19 crisis. However, large amounts of stimulus, relatively
low interest rates and lifting of lockdowns will all lead to a positive backdrop of increased economic activity. With this in mind, we
still see attractive investment opportunities in equity markets, with our bottom-up valuations indicating healthy inflation-beating
potential returns over the next three years.

NINETY ONE
The offshore equity component of the portfolio was the largest contributor to absolute performance. A top contributor was
lithography company ASML, which benefitted from continued momentum within the semiconductor industry. Other contributors
to absolute performance included Charles Schwab and Estée Lauder. The local equity component of the portfolio also added to
absolute returns. Notable contributors included technology giant Naspers, diversified miner BHP Group, paper producer Mondi
and luxury goods manufacturer Richemont.
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Key negative contributors have been the holding in the NewGold ETF as gold prices continued to fall given the risk-on environment
and rising yields. The local bond component of the portfolio detracted from performance as the domestic bond market sold off
in line with global bond markets.
Ninety One’s preferred asset class remains global equity. However, as bottom-up stock pickers, they are highly selective in the
individual assets held. Preference is for 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 generate sustainably
high levels of profitability. The global equities held, while trading on similar valuation metrics to the MSCI ACWI, collectively
generate significantly higher returns on capital than the other companies in the market.
Locally, the best opportunity remains South African government bonds. With yields at around 9.5%, these instruments offer higher
risk-adjusted return potential than most local shares. While the manager has been increasing allocation to select local equities,
they remain cautious and believe the local equity market may not be adequately pricing in the risks that companies may face
in the coming months. Over the quarter, Ninety One continued to increase the allocation to inflation-linked bonds (ILBs). With
extremely low real rates on offer from cash and the expectation that these rates will remain low for some time, medium-term ILBs
offer a very attractive alternative investment with limited risk.
As at the end of March 2021, exposure to asset classes for the Defensive Balanced Fund was as follows: domestic equities 27.7%,
domestic bonds 21.5% and 22.0% in cash. Offshore is close to 26.0%. The Fund has also maintained exposure to alternative asset
classes such as private equity at 1.8%.
Over the past year, SIM returned 14.97%, Coronation 33.2% and Ninety One 16.35%.
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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 64.9% over the last year, outperforming its benchmark by 10.7% on a
net basis. Prudential’s outperformance, relative to the benchmark, over this time period was driven by outperforming overweight
positions in companies such as Textainer, Impala Platinum, Sasol and Exxaro. Prudential remains optimistic regarding SA equity
market returns over the medium term due to the prevailing excessive levels of pessimism reflected in share prices and valuations.
Prudential observes that within the SA market, many commodity companies are experiencing a substantial upgrade in their
revenue and earnings, as the prices of platinum group metals and iron ore continue to remain elevated. These strong commodity
prices are not only helpful to the companies mining them, but are also broadly helpful to the South African economy. Prudential
has, therefore, reallocated some capital out of the mining sector and into some SA economy-focused companies. The manager
acknowledges that South African assets and the rand appear to be undervalued relative to emerging and developed markets,
while South African bonds also appear to be attractively priced. Prudential is cognisant, however, that these high yields present a
challenge for the equity market, as prospective returns from equities need to compensate investors for the alternative of earning
a more certain return in bonds.
PRUDENTIAL TOP 10 HOLDINGS
Rank

Security

%

Rank

Security

%

1

Naspers Ltd

12.3

6

Sasol Ltd

4.4

2

Anglo American Plc

6.1

7

Absa Group Ltd

4.3

3

MTN Group Ltd

5.8

8

Impala Platinum Holdings Ltd

4.1

4

Standard Bank Group Ltd

5.3

9

Northam Platinum Ltd

4.0

5

British American Tobacco Plc

4.7

10

Exxaro Resources Ltd

3.8

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 57.0% over the last year, outperforming
its benchmark by 2.8% on a net basis. Coronation’s outperformance, relative to the benchmark, over this time period was driven
by outperforming overweight positions in companies such as Anglo American, Glencore, Northam Platinum and Textainer.
Coronation reduced the extent of their domestic underweight in 2020 as domestic counters underperformed the rand hedge
names that are locally listed. Coronation observes that earnings results for domestic shares have exceeded their expectations in
the first quarter of this year and believes that exciting stock-picking opportunities exist as strong players use the crisis to become
even stronger. Coronation’s investment thesis in the resources sector remains unchanged, namely undemanding valuations,
solid free cash flow and tight commodity markets. Within resources, Coronation continues to prefer diversified miners over
gold companies. The manager has also trimmed their platinum positions but remains invested given anticipated high levels of
cash return. Despite equity markets having rebounded strongly off the lows of a year ago, Coronation continues to see exciting
investment opportunities for stock pickers and believe that these positions will deliver compelling returns for investors in the
coming years.
CORONATION TOP 10 HOLDINGS
Rank
1

%

Rank

Naspers Ltd

Security

11.2

6

British American Tobacco Plc

Security

5.8

%

2

Anglo American Plc

10.7

7

Northam Platinum Ltd

5.6

3

Glencore Plc

7.4

8

Prosus NV

3.7

4

FirstRand Ltd

6.3

9

Bid Corporation Ltd

3.2

5

Quilter Plc

6.0

10

Momentum Metropolitan Hldgs

2.8
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SOUTH AFRICAN EQUITY – NINETY ONE
Ninety One’s investment process looks to identify companies that have upward earnings revisions
that are trading at reasonable valuations. Ninety One’s portfolio returned 63.2% over the last year,
outperforming its benchmark by 9.0% on a net basis. Ninety One’s outperformance, relative to the benchmark, over this time
period was largely driven by outperforming overweight positions in companies such as Impala Platinum, Sibanye-Stillwater, African
Rainbow Minerals and Capitec. The portfolio benefitted from a significant overweight to the resources sector, and particularly
the platinum miners, over the last year. Ninety One remains constructive on investment markets in 2021, as the near-consensus
optimism for the global economic recovery at the start of the year has not disappointed. Corporate earnings have been robust
and earnings expectations, on aggregate, have been revised higher, particularly within cyclical sectors. Two chief points of concern
that the manager is following in the current environment are the vaccine rollout that could delay the return to societal norms,
and the return of inflation. Ninety One has increased the cyclical tilt within their portfolios further. They have reduced exposure to
defensive-by-nature shares, such as AVI and British American Tobacco, which have flat-to-negative earnings revisions, while they
have increased exposure to the cyclical names benefitting from the pickup in the economic recovery and with positive earnings
revisions, such as Sasol, Exxaro Resources and Bidvest. The portfolio maintains a large weighting in high-conviction holdings
in the platinum miners and diversified miners, where they see plenty of room for further earnings upgrades given the levels of
commodity prices.
NINETY ONE TOP 10 HOLDINGS
Rank

Security

%

Rank

Security

%

1

Naspers Ltd

11.2

6

Sibanye-Stillwater Ltd

4.2

2

Impala Platinum Holdings Ltd

7.4

7

MTN Group Ltd

4.0

3

Anglo American Plc

7.1

8

Sanlam Ltd

3.9

4

FirstRand Ltd

5.1

9

Standard Bank Group Ltd

3.9

5

BHP Group Plc

4.4

10

Capitec Bank Holdings Ltd

3.5

SOUTH AFRICAN EQUITY – MAZI CAPITAL
Mazi follows a long-term, fundamental investment approach with a bias for quality companies.
Mazi returned 57.3% over the last year, outperforming its benchmark by 3.0% on a gross basis.
The outperformance, relative to the benchmark, over this time period was predominantly driven by outperforming overweight
positions in companies such as Impala Platinum, Sibanye-Stillwater, Anglo American and Sasol.
MAZI TOP 10 HOLDINGS
Rank

Security

%

Rank

Security

%

1

Naspers Ltd

11.0

6

FirstRand Ltd

4.5

2

Anglo American Plc

7.2

7

British American Tobacco Plc

3.8

3

MTN Group Ltd

6.7

8

Shoprite Holdings Ltd

3.3

4

Impala Platinum Holdings Ltd

6.1

9

Quilter Plc

3.2

5

Sibanye-Stillwater Ltd

4.7

10

Sasol Ltd

3.1

SOUTH AFRICAN EQUITY – SENTIO CAPITAL MANAGEMENT
Sentio 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 54.5% over the last year, marginally outperforming its benchmark by 0.3% on a gross basis. Their outperformance,
relative to the benchmark, over this time period was driven by outperforming overweight positions in Impala Platinum and The
Foschini Group, as well as underweight positions in AngloGold and Remgro. Sentio notes that with stretched valuations in many
of the major global markets, index levels that are grinding slowly higher obscure a substantial underlying asset rotation away
from longer duration to more cyclical assets, often favouring value as a style and Emerging Markets. As global growth continues to
accelerate and with ample liquidity still abound, Sentio believes that SA seems well placed to benefit through its liquid, attractively
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ASS E T M A NAG E R R E V IE W
priced capital markets and its exposure to resources, in particular. The managers observe that local equity and bond valuations
remain attractive, despite the recent rally. As the global backdrop continues to improve, Sentio’s portfolio remains well-positioned to
take advantage of positive market drivers while also catering for the risks in the global environment through a disciplined portfolio
construction framework.
SENTIO CAPITAL TOP 10 HOLDINGS
Rank

%

Rank

Naspers Ltd

9.9

6

2

FirstRand Ltd

6.3

3

Impala Platinum Holdings Ltd

5.7

4

Anglo American Plc

5.3

5

Sasol Ltd

3.7

1

Security

Security

%

BHP Group Plc

3.6

7

British American Tobacco Plc

3.6

8

Anglo American Platinum Ltd

3.5

9

Sibanye-Stillwater Ltd

3.5

10

MTN Group Ltd

3.3

SOUTH AFRICAN EQUITY – AEON INVESTMENT MANAGEMENT
Aeon’s active equity approach follows a bottom-up, fundamental investment process and an
investment philosophy of Growth at a Reasonable Price. Aeon was added as a manager in August
2020, and performance will be reported in time as the manager builds up a meaningful track record. Aeon observes that central
banks and governments globally have continued to be accommodative as a reactionary measure to tackle the pandemic, and
believes that this will be positive for business, markets and company earnings expectations in the months ahead. However,
business uncertainty and poor forecast visibility will remain until vaccinations are rolled out and sporadic lockdown restrictions
are ended. Looking forward, Aeon believes that growth expectations for the local economy seem to be dependent on a strong
recovery in global growth, improving confidence, positive local government action, and COVID-19 containment measures.
AEON TOP 10 HOLDINGS
Rank

Security

%

Rank

Security

%

1

Naspers Ltd

11.0

6

Mondi Plc

6.1

2

Prosus NV

9.1

7

British American Tobacco Plc

5.5

3

Impala Platinum Holdings Ltd

8.1

8

FirstRand Ltd

5.0

4

BHP Group Plc

6.9

9

Standard Bank Group Ltd

5.0

5

Anglo American Plc

6.4

10

Anglogold Ashanti Ltd

4.3

SOUTH AFRICAN LONG/SHORT EQUITY – CORONATION
Karl Leinberger took over the management of the Fund from Gavin Joubert effective April 2020.
Karl manages the hedge fund alongside Quinton Ivan. The Fund is long-term, bottom-up, valuation
driven investing predominantly in Large Caps. The Fund had a strong rebound and rallied 12.5% in the quarter but slightly
underperformed the equity market, which rallied 12.6% during the quarter. During March, long positions in Shoprite Holdings,
Impala Platinum and British American Tobacco, and short positions in a UK based property and development company, a luxury
goods holding company and a retail-led healthcare group contributed to relative outperformance. The Fund recorded a stellar
return of 36.4% for the 12-month period to March 2021, but failed to keep pace with the equity market, as the benchmark recorded
a 54.2% return.

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 was up
9.9% and underperformed the Capped SWIX which was up 12.6% during the quarter. The main contributors to performance in
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March were long positions in Impala Platinum, PPC, Anglo American Platinum and Distell, while put option structures on the
index cost returns. The Fund was up 21.1% during the last 12-month period to March 2021, compared to the Capped SWIX which
was up 54.3%.

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 up 13.2% and outperformed the Capped SWIX by 60 basis points at the end of
the first quarter. The Fund was up 39.3% during the last 12 months to March 2021, but lagged the strong performance recorded
by the Capped SWIX. The biggest contributors to returns over this period were long positions in the SA Inc. cyclical stocks in the
small and mid-cap space of the market.

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 make 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 5.3% during the first quarter and outperformed the Capped
SWIX by 1.6%. The long book benefitted from a number of companies which reported strong consensus-beating earnings during
the quarter. The Fund was up an impressive 69.6% over the 12-month period to March 2021 and 15.4% ahead of the local equity
market, largely benefiting from overweight exposure to cyclical stocks.

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 0.8% return during quarter one, lagging the local equity market and largely on the back of very
low net exposure to the market. The Fund was up 4.2% for the 12-month period to March 2021.

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. SA Listed Property recorded a return
of 8.1% following a strong rally of 23.6% in quarter four last year. Catalyst finished the quarter slightly behind the benchmark
by 38 basis points, as their underweight allocation to Hammerson, RDI, Emira, Attacq and Redefine which outperformed the
benchmark, contributed negatively to performance relative to the benchmark. The Fund was 1.4% ahead of the All Property
benchmark over a 12-month period, with the benchmark up 34.2%. Catalyst are encouraged by the resumption of cash dividend
payments from many REITs, quarter four saw all but two of the seven companies who reported full year results declare a dividend.
The other two are not REITs and thus not obligated to pay a dividend. The manager also reports marginal improvements in gearing
ratios over the first quarter due to the preservation of capital in the form of lower pay-out ratios, increased disposal programs at
or slightly below book values and the introduction of reinvestment options by some REITs. On the other hand, increasing office
vacancies is a cause for concern, with tenants consolidating and reducing office space requirements. New supply however remains
muted. Despite the weak property fundamentals, the sector’s forward yield of 10.07% is attractive, and the ALPI is still trading at a
significant discount to net asset value of 26%.
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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. Listed property set a solid
foundation for the year as the ALPI delivered a return of 8.1% for the first quarter of 2021. Sesfikile lagged the benchmark by 38
basis points on a net basis during quarter one given their defensive positioning, with overweight exposure to offshore counters
and underweight SA Inc. REITs. The portfolio underperformed the benchmark by 2.3% over the last 12 months for the same
reasons, on a net basis. The latest result season saw rental collections return to near 100% levels, although discounts continue to
be provided for restaurants, fast food and entertainment sectors. On the other hand, valuation changes have been mild compared
to the first-round adjustments, while efforts to manage LTV growth have been encouraging. Fundamentally, sectoral performance
is mixed in that retail has shown relative improvement, office is a cause for concern and logistics continues to hold up better than
the rest. However, demand is showing signs of ‘green shoots’ as economic activity is starting to show, with morning traffic building
up and shopping centres once again starting to fill up. The sector was not so long ago screening deep value, but the recent rally
combined with a steadily increasing bond yield have all but eroded the strong value proposition, while any further momentum in
long bond yields could lower return expectations in the next 12 months.

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. The Fund was 1.8%
ahead of the benchmark during the first quarter. Drivers of positive relative performance for the period included US Triple Net,
Hong Kong Developer, Japanese Developer, Chinese Developer, US Self Storage, US Residential and Singapore REIT. Detractors
included US Retail, Chinese Communications, Japanese REIT and US Office. Over the last 12 months, the BlackRock portfolio
was up 17.7% and outperformed the benchmark by 6.4%. The manager reduced exposure to the residential sector following
outperformance and traded on the margin across sectors. The COVID-19 pandemic appears to be firmly behind us with vaccine
and therapeutic options increasing and their distribution accelerating rapidly. In the short-term, the sectors that have been most
impacted by the pandemic will likely see the strongest bounce back in demand due to pent-up demand but will likely take longer
to return to pre-COVID-19 cash flows than sectors that proved more resilient during the pandemic.

INTERNATIONAL PROPERTY – CATALYST FUND MANAGERS
During the first quarter, Catalyst returned 7.5% and 1.1% ahead of the benchmark. Over the last 12
months, the Fund was up 7.8% net of fee rebates and 3.5% behind the benchmark. November 2020
was a major inflection point for the market, stocks rebounded almost as quickly as they had fallen, resulting in global listed real
estate recouping much of the losses suffered in the first three quarters of the year. Catalyst’s defensive positioning meant that the
portfolio lagged the rally. They believe the market may be mispricing certain sub-sectors, as such the portfolio remains defensively
positioned with underweight exposure to office, retail and hotel sectors relative to the benchmark. Geographically, the manager
maintains an underweight to Japan and Singapore, while overweight the US and Canada. According to Catalyst, the listed real
estate sector is attractively priced on an expected total return basis. The estimated forward yield for the sector is 4.27%, and they
expect the listed real estate sector to deliver at least 5% real return for buy and hold investors over the medium term.

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. REITs rebounded in the first quarter of 2021 as the
re-opening of economies has sparked a REIT earnings recovery, particularly benefiting those sectors hardest hit by the pandemic.
The transaction market witnessed an increase in activity, with a number of notable transactions taking place, while buoyant REIT
share prices and the anticipation of future acquisition opportunities resulted in several equity raisings. Due to their defensive
positioning, Resolution underperformed the benchmark by 24 basis points in rand terms for the quarter and 7.7% over the last 12
months. Resolution remains focused on secular real estate growth drivers, which include e-commerce, digitisation, urbanisation,
and research and development. With the recent increase in bond yields and inflation expectations, Resolution believes there is
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little evidence to support the notion that REIT prices are sensitive to interest rates and bond yields. Interest rates affect all asset
classes and the most important determinant of REIT performance relates to underlying real estate operating conditions and the
pricing power of assets.

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 31 March 2021, the portfolio returned 54.0% (net of manager fees), underperforming the benchmark by 0.1%. A passive portfolio
will often lag its benchmark performance due to costs and fees.
TOP 10 HOLDINGS
Rank

Security

1

Apple Inc

%

Rank

4.0

6

Alphabet-CI A

Security

%
1.2

2

Microsoft Corp

3.3

7

Tesla Inc

1.0

3

Amazon.com

2.6

8

JP Morgan Chase

0.8

4

Facebook

1.3

9

Johnson & Johnson

0.8

5

Alphabet-CI C

1.2

10

Nvidia

0.7

INTERNATIONAL EQUITY – ORBIS
Orbis is a contrarian, long-term, value manager that follows a bottom-up stock selection process. The
portfolio returned 63.1% during the past 12-month period ending 31 March 2021, outperforming the
MSCI All Country World Index by 8.5%. The contrarian nature of the manager’s stock selection process means that the strategy will
tend to hold businesses that are currently disliked by the market and are trading at depressed prices, which in turn could lead to
periods of short-term underperformance but where the manager has identified catalysts of unlocking potential value.
The Fund positioning, while bottom-up, still holds an underweight to North America, an overweight to the United Kingdom and
emerging markets relative to the benchmark, particularly made up of an overweight to Asia, relative to the benchmark. The largest
stock detractors over the period were British American Tobacco (-2.5%), Newcrest Mining (-1.0%), Naspers (-0.8%), Alibaba (-0.4%)
and NortonLifeLock (previously Symantec) (-1.4%). The largest contributors to alpha were XPO Logistics (3.1%), Howmet Aerospace
(1.5%), Taiwan Semiconductor Manufacturing (1.2%), Bayerische Motoren Werke BMW (1.0%) and Vestas Wind Systems (0.9%).
Portfolio activity included only ING being bought.
TOP 10 HOLDINGS
Rank

Security

%

Rank

1

British American Tobacco

7.5

6

Anthem

Security

3.2

%

2

Naspers

6.9

7

Comcast

3.2

3

Netease

6.2

8

Howmet Aerospace

3.1

4

XPO Logistics

5.7

9

Taiwan Semiconductor

2.8

5

Bayerische Motoren Werke

3.8

10

Newcrest Mining

2.7

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 71.1% during the past 12-month period ending 31 March 2021, outperforming the MSCI All Country
World Index by 16.5%.
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In terms of fund performance attribution, the largest relative contributors were Tesla (2.3%), SEA Ltd (1.5%), Zillow (1.0%),
Meituan Dianping (0.9%) and Shopify (0.9%), while the largest detractors included (not holding) Apple (-0.7%), Alibaba (-0.4%),
MS&AD Insurance (-0.3%), Ping An Insurance (-0.3%) and AIA (-0.2%). New purchases included CoStar Group, Exact Sciences,
Interactivecorp, Oscar Health Inc and Wizz Air Holdings Plc, while complete sells in the portfolio included Jefferies Financial,
Just Eat Takeaway, MS&AD Insurance, Ritchie Bros Auctioneers and Seagen. The manager upweighted positions in BHP Group
Plc, Doordash Inc, Martin Marietta Materials, Rio Tinto and S&P Global Inc. While meaningful position reduction was applied to
Alphabet, SoftBank Group and Tesla Inc.
TOP 10 HOLDINGS
Rank
1

Security
Naspers

%

Rank

3.5

6

Taiwan Semiconductor

Security

%
2.1

2

Amazon.com

2.7

7

Mastercard

2.1

3

Moody’s

2.3

8

Ryanair

2.0

4

Prudential

2.3

9

Alphabet

2.0

5

Microsoft

2.1

10

Anthem

2.0

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 85.1% during the 12-month period ending 31 March 2021, outperforming the MSCI All Country World Index by
30.5%
From a portfolio attribution perspective, General Motors (US), Daimler (Germany), Alphabet (US), Bank of America (US) and Lloyds
Banking Group (UK) were the largest contributors to the quarter’s return. The US, UK and Germany contributed most to return,
reversing their outcomes from the year-ago quarter. Credit Suisse (Switzerland), Continental (Germany), Liberty Broadband (US),
Mastercard (US) and Arconic (US) detracted from the Fund’s return. The countries that detracted were Switzerland, Belgium
and China. The US, UK and Germany contributed most to returns. The manager was particularly active with five additions, two
complete sells and 21 trims. New additions were Capgemini, Fiserve, General Dynamics, Humana and SAP. Complete sales were
in Samsung and Rolls Royce.
TOP 10 HOLDINGS
Rank

%

Rank

Alphabet

5.5

6

2

Lloyds banking group

5.2

7

Bank of America Corp

3.7

3

General Motors Co.

4.7

8

Credit Suisse Group

3.6

1

Security

Security
Daimler

%
3.9

4

Bayer

4.2

9

Allianz

3.5

5

TE Connectivity

4.2

10

Naspers

3.0

INTERNATIONAL EQUITY: NINETY ONE 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 35.5% during the 12-month period ending 31 March 2021, underperforming the MSCI All Country World Index by 19.1%.
The manager maintains their largest sector overweight in software and services and diversified financials. The manager’s largest
underweight is banks, followed by capital goods. In terms of contribution, the largest relative outperformance came from
semiconductors, diversified financials and technology hardware. While sectors detracting the most included software & services,
banks and household products. On stock-specific basis the largest positive contributors included ASML (+1.00%), Charles Schwab
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(0.52%), Apple Inc. (0.46%), Fox Corporation (0.33%) and Amazon.com Inc (0.22%). The largest detractors to relative performance
included Visa Inc (-0.62%), VeriSign (-0.60%), Check Point Software Technologies (-0.55%), Beiersdorf (-0.40%) and Roche Holding
(-0.36%).
TOP 10 HOLDINGS
Rank

%

Rank

1

Visa Inc

Security

8.6

6

Verisign Inc

Security

4.5

%

2

ASML Holding NV

6.6

7

Nestle SA

4.3
4.1

3

Moody's Corp

6.0

8

Intuit Inc

4

Microsoft Corp

5.5

9

Estee Lauder

4.1

5

Booking Holdings Inc

5.3

10

Roche Holding AG

3.8

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 64.1% for the 12-month period ending 31 March 2021, which is 5.7% above the MSCI Emerging Market Index.
In the portfolio largest positive contributors were Naspers and Prosus, followed by Tencent Music Entertainment (a separate, but
related company). Another large contributor was Brazilian retailer CBD, which rose after spinning out its cash & carry business, as
well as the core stock being oversold during last March. Two other notable contributors were Naver and China Literature. On the
down side, the Russian food retailer Magnit was the largest detractor as COVID-19 reduced foot traffic. The other large detractor
was New Oriental Education (EDU) as regulation directly affected their cash flow cycle. From a portfolio turnover perspective, the
largest new buy was TAL (online education, focused on smaller classes than EDU). Other buys were Autohome, AngloGold Ashanti,
XP Inc and Xiabuxiabu Catering. Final sales included Hong Kong Exchanges and Midea Group.
TOP 10 HOLDINGS
Rank

Security

%

Rank

8.5

6

Housing Dev Finance Corp

Security

3.1

%

6.1

7

Naver

3.1

5.4

8

Magnit

3.1

1

Naspers Ltd

2

JD.Com Inc

3

Alibaba Group

4

Samsung

3.5

9

Netease

2.9

5

Taiwan Semiconductor

3.1

10

New Oriental Education

2.6

INTERNATIONAL EQUITY (EMERGING MARKETS) – HERMES INVESTMENT MANAGEMENT
Hermes employs a highly active and concentrated approach balancing 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
67.3% for the 12-month period ending 31 March 2021, which is 8.9% above the MSCI Emerging Market Index. Most emerging
regions performed well during the quarter.
The Fund has closed most of its underweight to China and Brazil, while being mostly overweight to India, Russia, Mexico and
Indonesia. From a sector perspective, the fund is overweight technology, financials, industrials and staples while holding material
underweights to discretionary, communication services, materials, energy and real estate. The Fund is relatively concentrated
with the top 5 holdings making up 31% of the Fund, while the top 3 holdings (Samsung, Taiwan Semiconductor and Tencent
respectively 90.3%) make up 22% of the Fund. New buys included WEG S/A (0.9%), Natura & Co Holding (0.4%), Dabur India (0.3%)
and SITC international (0.2%). While complete sells included Bank Rakyat Indonesia (-1.1%) and Aiere Eye Hospital (-1.0%).

53

ASS E T M A NAG E R R E V IE W
TOP 10 HOLDINGS
Rank

Security

%

Rank

Security

%

1

Samsung

8.7

6

Techtronic

2.7

2

Taiwan Semiconductor

6.3

7

Nari Technology

2.6

3

Tencent

5.6

8

AIA

2.5

4

Alibaba

5.3

9

Delta Electronic

2.4

5

KB Financial

2.9

10

Gree Electric

2.4

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 31 March
2021, the portfolio returned 4.7% (net of fees), outperforming the US dollar:euro cash benchmark by 0.1%.
The first quarter saw an extension of the rally from the last three quarters, putting most equity markets ahead of their pre-COVID-19
peaks. This rotation from last March’s lows to a strong recovery has been a rapid change of market conditions. A combination of
stimulus and vaccine rollout success supported markets, but the real boost was strong fourth-quarter corporate earnings results
(particularly in the US) which were announced throughout the first quarter of 2021. Most risk assets did well while bond markets
were negative for the quarter. Equities and commodities were the standout performers, though it’s notable that Value style
stocks handily outperformed their Growth-style counterparts – contrasting the Growth outperformance of 2020. This is due the
expectation of vaccines leading to reopened economies, and beaten-down cyclical shares expecting a recovery in demand as
the physical economy starts increasing toward previous levels. Asset class contributions to the portfolio were equities (4.9%) and
commodities (11%), while fixed income still returned a positive 1%, despite the global benchmark being -4.5%.

AFRICA EX SA – RUDIARIUS
The portfolio returned 18.1% for the 12-month period ending 31 March 2021, outperforming the MSCI
Emerging Frontier Africa Markets Index (excluding South Africa) by 26.2%.
African equity markets
African economies continued their recovery, albeit it temperamental and erratic. For many African countries lockdowns were not
an option when weighed against the economic impact on already-fragile economies. Fiscally government had fewer resources
to support the impact of slower growth, which led governments and corporates to increase borrowing, despite concerns of high
USD-denominated debt. In the portfolio, the largest contributors were Fawry (Egypt), BAT (Kenya) and Safaricom (Kenya). While
the largest detractors were Centamin (UK), Eastern Co (Egypt) and Rameda (Egypt). New buys in the portfolio included an IPO
Taaleem. There were no complete sells but material reduction in Namibian exposures and Centamin in the UK.
African economies rose concurrently to global markets as general optimism over corporate earnings, stimulus and vaccine rollouts
(leading to economic unlock). However it’s worth noting that the recovery in African equities has been slower and far more volatile
relative to other global economies. Local country issues were severe before the COVID-19 crisis hit and this left governments in
weak positions to combat any economic slowing due to COVID-19’s effect on the broader global economy. The portfolio continues
to perform well versus the broader African markets. But African equity benchmarks themselves were erratic and relative poorlyperforming versus other global regions. Individual stock contributors included Zimplats, which rose on the back of the strong
platinum price rally. Other Zimbabwean holdings, Econet and Delta, have both given large contributions to the Fund, albeit off
low bases. In terms of detractors, Egypt’s Eastern Tobacco (previously the monopoly cigarette manufacturer) share price dropped
heavily when the government announced they had granted a license to another cigarette manufacturer. The manager added into
weakness and upweighted their position in the Commercial International Bank (CIB), while the position in Zimplats was reduced.
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AFRICA FRONTIERS – CORONATION FUND MANAGERS
The portfolio returned -14.4% for the 12-month period ending 31 March 2021, underperforming the
MSCI Emerging Frontier Africa Markets Index (excluding South Africa) by 6.3%.

	INTERNATIONAL CASH – NINETY ONE
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

	SOUTH AFRICAN FIXED INCOME – PRUDENTIAL PORTFOLIO MANAGERS
Prudential’s best investment view portfolios continue to be tilted towards longer-dated maturities.
Although bonds recorded losses over the quarter, the flattening of the yield curve favoured their
positioning and helped to cushion losses. As of 31 March, 10-year government bond yields were even more elevated compared to
their history, offering around 9.6% versus 9.1% at the start of the quarter, and equating to an after-inflation (real) yield of around
4.6% (assuming inflation of 5.0% over the next decade). This is substantially above Prudential’s long-run fair value assumption of a
2.5% real yield. These yields will more than compensate investors for the risks associated with the government’s precarious fiscal
position and possible further credit rating downgrades.
Overweight exposure to Inflation Linked Bonds (ILBs) was maintained during the quarter, and client portfolios benefited from this
positioning given these assets’ significant outperformance versus nominal bonds (nearly 5 percentage points) over the period. The
gap between ILB and cash real yields continues to be wide, with real yields on cash currently negative. ILB real yields, at 4.2% for the
10-year maturity as of end March, are also attractive compared to their own history. Portfolios remain underweight SA cash, since
prospective real returns from this asset class are negative and other SA assets relatively more attractive.
The Prudential Flexible Fixed Income Fund returned -1.35% for the quarter ending March 2021. As at the end of March 2021, the
Fund has a modified duration of 6.3 years and a Fund yield of 10.4%.

SOUTH AFRICAN FIXED INCOME – CORONATION FUND MANAGERS
Following a strong start to the year, SA government bonds gave back a portion of their initial gains
due to concerns that the large amount of global fiscal and monetary stimulus would stoke inflation,
forcing a quicker normalisation in policy rates. The benchmark 10-year SAGB rallied to 8.75% by the beginning of February but
sold off by over 100 basis points (bps) by the end of the first quarter of 2021, ending at 9.89%. SAGB yield movements were not
dissimilar to the experience in many emerging markets around the world as a reaction to about 80 bps sell-off in US 10-year yields.
Conversely, SA Inflation-Linked Bonds (ILBs) produced a return of 4.6% in the first quarter as real yields held onto their gains since
the beginning of the year.
At the end of August, shorter-dated fixed-rate NCDs traded at 5.83% (three-year) and 7.08% (five-year), much higher than the close
at the end of the previous quarter. This was in large part driven by a repricing in global rate expectations following the sell-off in
developed market bonds. Over the past year however, shorter-dated NCDs have been pulled lower due to the significant interest
rate cuts, a recovery in bond yields and a tightening of credit spreads.
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ILBs provide diversity to a portfolio given their low long-term correlation to nominal bonds and offer protection against higherthan-expected inflation. Despite the longer maturity of ILBs trading at high real yields, these yields are not attractive compared
to fixed-rate nominal bonds and have a low breakeven to cash because of their high duration. However, the short-dated ILB (four
years) provides an attractive opportunity, given its greater than 100 bps yield pick-up relative to the equivalent nominal bond and,
hence, a higher breakeven to cash. This as an attractive decent opportunity to invest in an instrument that provides diversity and
an attractive yield pick-up.
Despite property contributing positively to returns over the past 12 months, listed property has been the largest drag on the Fund’s
performance over the past two years. The balance sheet concerns coming out of the crisis have subsided somewhat as companies
have managed to introduce dividend payout ratios, withhold dividends in some cases and sell assets. One must remain cautious,
given the high levels of uncertainty around the strength and durability of the local recovery, however, certain counters are showing
value, given their unique capital structures and earnings potential. These counters remain a core holding within the Fund.
The Fund’s current positioning correctly reflects appropriate levels of caution. The Fund’s yield remains attractive relative to its
duration risk. The Coronation Flexible Fixed Income Fund returned -1.28% for the quarter ending March 2021. As at the end of
March 2021, the Fund had a modified duration of 6.6 years and a Fund yield of 10.68%.

	SOUTH AFRICAN CASH – FUTUREGROWTH INVESTMENT MANAGERS/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 0.94% over the quarter ending March 2021 and about 4.69% over the last 12 months, outperforming
the STeFI three-month benchmark return of 4.0%.
The Fund’s maturity position at the end of March was at 114 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. 96.0% of the strategy was
exposed to F1/F1+ rated investments, in other words, a highly rated investment.
BONDS
The All Bond Index returned a -1.7% for the quarter ending March 2021. Over this period, bonds with longer maturities (12+ years)
returned -1.8%. Cash yielded 0.9% and inflation-linked bonds about 4.7%. The rand weakened marginally about 0.6% against the
dollar over the quarter. For the 12 months ending March 2021, the local bond market has delivered 17.0%, cash 4.6% and inflationlinked bonds 16.8%.

CORONATION ABSOLUTE RETURN
The Fund has had a successful start to 2021, with a quarterly return of over 6% resulting in a one-year
return of almost 30% gross of fees, far exceeding its benchmark return of inflation (CPI). The strong
showing over the last 12 months has lifted the Fund’s medium-term and long-term performance. Risk assets have had a significant
rebound, off a very low base this time last year, and have been the main contributor to the Fund’s performance. Local equity
markets saw compelling long-term valuations across many counters even after incorporating severe near-term earnings cuts
due to COVID-19 and a slow path to earnings normalisation. Coronation increased SA equity exposure with a focus on building
positions in businesses that not only offered a large margin of safety, but also had robust balance sheets and the ability to generate
good cash flows. Given these criteria, the manager did not add to existing domestic property exposure. Better risk-adjusted return
opportunities were to be found in equities.
The Portfolio benefited from its position in the diversified miners, Anglo American and BHP Billiton. Resource shares remain a
meaningful part of equity exposure despite their outperformance. The investment thesis is unchanged, namely undemanding
valuations, solid Free Cash Flow (FCF) and tight markets. Commodity demand is expected to remain robust given Asian resilience
and a recovery in the rest of the world. Joe Biden’s presidency should strengthen the US’s commitment to transitioning away
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from fossil fuels. Battery metals have an important role to play in decarbonising the world’s energy mix. Thus copper and cobalt
are expected to be particularly tight as this shift accelerates. The platinum group metals holdings in the Portfolio (Northam
and Impala Platinum) performed well. Metal prices remain high given growing demand, supply disruptions and a decade of
underinvestment. Domestic holdings are centred around the food retailers (Shoprite and Spar), banks (predominantly FirstRand,
Nedbank and Standard Bank) and the life insurers (Sanlam). SA’s banks have navigated the crisis well.
Overall risk asset exposure is prudently balanced with a 35% exposure to SA fixed income instruments.
There are still many uncertainties and risks as to how the world will emerge from this COVID-19 crisis. However, large amounts of
stimulus, relatively low interest rates and lifting of lockdowns will all lead to a positive backdrop of increased economic activity.
With this in mind, we still see attractive investment opportunities in equity markets, with our bottom-up valuations indicating
healthy inflation-beating potential returns over the next three years.

NINETY ONE ABSOLUTE RETURN
The offshore equity component of the portfolio was the largest contributor to absolute performance.
A top contributor was lithography company ASML, which benefitted from continued momentum
within the semiconductor industry. Other contributors to absolute performance included Charles Schwab and Estée Lauder. The
local equity component of the portfolio also added to absolute returns. Notable contributors included technology giant Naspers,
diversified miner BHP Group, paper producer Mondi and luxury goods manufacturer Richemont.
Key negative contributors have been the holding in the NewGold ETF as gold prices continued to fall given the risk-on environment
and rising yields. The local bond component of the portfolio detracted from performance as the domestic bond market sold off
in line with global bond markets.
Ninety One’s preferred asset class remains global equity. However, as bottom-up stock pickers, they are highly selective in the
individual assets held. Preference is for 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 generate sustainably
high levels of profitability. The global equities held, while trading on similar valuation metrics to the MSCI ACWI, collectively
generate significantly higher returns on capital than the other companies in the market.
Locally, the best opportunity remains South African government bonds. With yields at around 9.5%, these instruments offer higher
risk-adjusted return potential than most local shares. While the manager has been increasing allocation to select local equities,
they remain cautious and believe the local equity market may not be adequately pricing in the risks that companies may face
in the coming months. Over the quarter, Ninety One continued to increase the allocation to inflation-linked bonds (ILBs). With
extremely low real rates on offer from cash and the expectation that these rates will remain low for some time, medium-term ILBs
offer a very attractive alternative investment with limited risk.

SANLAM INVESTMENT MANAGERS (SIM) ABSOLUTE RETURN
Global asset markets continue to be upbeat on the promise of robust economic growth this year,
as COVID-19 vaccine roll-outs gain momentum and restrictions to economic activity are eased.
However, this increased bullishness on growth has been accompanied by increased inflation risk,
and the month of March saw a continuation of steep escalations in US Treasury yields, with the generic 10-year yield rising 0.34%
to end the month at 1.74%.
Further signs of a solid rebound in economic growth continued into March, with manufacturing sectors in most economies in
expansionary territory. US stocks bounced back strongly from a weak ending to February, with the S&P 500 shaking off the
impact of higher Treasury bond yields to end March 4.4% higher. Technology stocks lagged the broader market, however, with
the NASDAQ Composite rising 0.5% as investors continued to shun growth stocks in favour of value counters. Emerging market
equities, however, didn’t share in the zest seen in developed markets as the MSCI Emerging Markets Index retreated 1.5%. Higher
US bond yields meant another grim month for global bond markets, as the Bloomberg Barclays Global Aggregate Bond Index fell
another 1.9%.
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ASS E T M A NAG E R R E V IE W
The Fund’s effective domestic equity allocation increased slightly over the month owing to strong market performance. SIM made
no changes to holdings of listed property. The nominal bond position was higher on the back of SIM’s purchase of R2 032 bonds
as the manager took advantage of the sell-off in nominal bonds to pick up the Fund’s duration. ILB holdings remained unchanged,
while the allocation to cash and short-term interest-bearing instruments reduced marginally after the purchase of nominal bonds.
No significant actions were taken with respect to the Fund’s offshore holdings, although the stronger ZAR (up 2.3%) did reduce
this allocation to a marginal extent.

CORONATION MANAGED RETURN
After a marked deterioration in SA’s fiscal metrics during 2020, the first quarter of 2021 brought
improved news flow. The current account delivered a healthy surplus backed by mining cash flows
and a robust agricultural sector. Tax collection efforts exceeded expectations. While the projected debt-to-GDP ratio has come in
lower than expected, it remains high. The risk of a debt trap is not immaterial. This tenuous situation is reflected in SA government
bonds yielding returns well above cash. Coronation sees better value at the long end of the curve, where lower bond prices
offer more protection against restructuring. The Strategy is slightly underweight fixed rate government bonds, striking a balance
between the attractive returns and risk.
Having increased exposure to SA equities during the third quarter of 2020, the manager took profits in the first quarter, given
the strong run. Despite the selling, the Strategy remains overweight SA equities, given the breadth and attraction of the value
on offer. Resource shares delivered 18.7% for the first quarter, followed by industrials (+13.0%) and then financials (+3.8%). The
Strategy benefited from its large holding in resources. It continues to have considerable exposure to rand-hedge names that
remain attractive for various stock-specific reasons. Major holdings include Naspers, British American Tobacco, Quilter, Bidcorp,
Textainer and Aspen.
Within the SA equity building block, the Strategy reduced the extent of the domestic underweight during 2020, given the move
in valuations. Despite reduced medium-term prospects, domestic shares offer attractive upside to fair value. Earnings results from
domestic shares have exceeded expectations in the first quarter. Exciting stock picking opportunities exist as strong players use
the crisis to become even stronger. This was evident in the results of a business such as Shoprite which delivered strong top-line
growth and resilient gross profit margins despite economic headwinds. Within the resources sector, the Strategy benefited from
its overweight position in the diversified miners and underweight holdings in gold. Resource shares remain a meaningful part of
equity exposure despite their outperformance.

PRUDENTIAL MANAGED RETURN

Prudential remains slightly overweight global equities versus global bonds, global property and cash. Within the global equity
positioning, as US equities were expensive compared to other markets during the quarter, portfolios continued to be underweight
the US market in favour of selected European and emerging market equities. At the same time, the manager also shifted to
a neutral weighting from underweight global government bonds, adding select exposure, with emerging market government
bonds having been particularly attractive. They also opportunistically took profit on their investment grade corporate credit
holdings as spreads narrowed. The best investment view portfolios continue to be overweight SA equities. SA equity valuations
were trading at around 1.7X at the end of March, up from around 1.6X at the beginning of the quarter, but still attractive compared
to the market’s long-term P/B average of around 2.1X. Forward earnings yield upgrades have started to come through in the local
market, especially for resources companies, and to a lesser extent for industrials. Even SA bank forward earnings have experienced
upgrades, although to a smaller degree. Prudential has kept the substantially underweight positioning in SA listed property in the
first quarter of 2021. This positioning reflects the ongoing uncertainty surrounding the outlook for the SA economy and property
company distributions, as well as the relatively high debt levels in the sector.
Fixed income remains tilted towards longer-dated maturities. As of 31 March, 10-year government bond yields were even more
elevated compared to their history, offering around 9.6% versus 9.1% at the start of the quarter, and equating to an after-inflation
(real) yield of around 4.6% (assuming inflation of 5.0% over the next decade). These yields will more than compensate investors for
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the risks associated with the government’s precarious fiscal position and possible further credit rating downgrades. Overweight
exposure to Inflation Linked Bonds (ILBs) was maintained during the quarter. The gap between ILB and cash real yields continues
to be wide, with real yields on cash currently negative. ILB real yields, at 4.2% for the 10-year maturity as of end March, are also
attractive compared to their own history. Portfolios remain underweight SA cash, since prospective real returns from this asset
class are negative and other SA assets relatively more attractive.

ALLAN GRAY MANAGED RETURN
The combination of massive fiscal spending and an economy already recovering from last year’s
severe contraction is a formula for explosive growth during 2021. By way of contrast, China has already
largely returned to normal, and its authorities are taking steps to reduce economic growth to a more sustainable pace. Supply
chains are being disrupted by shortages of critical components and the upturn in business activity is likely to be accompanied
by rising prices. Central banks are not concerned about a possible uptick in inflation because they expect this will be transitory.
The Portfolio returned 9% for the quarter, building on the recovery from the March 2020 lows. Returns have been driven by
strong equity markets, with the ALSI and the MSCI World Index up 81% and 78% respectively from their March 2020 lows. For
local equities, this return must be put in the context of a market that has traded sideways since 2014. When measured in US
dollars, local equities have been outperforming global equities since the pandemic bottom, but the ALSI remains very depressed
compared to the World and Emerging Market indices. Bull markets are born out of pessimism and do not want to take investors
along at the start. It is hard to imagine a more pessimistic scenario than 2020 for South Africa and, while we obviously do not know
if this is the start of a bull market, Allan Gray still owns many cheap local shares. The net equity weighting at 65.6% reflects this
belief, as well as the large rebound in prices.
The Portfolio is underweight US equities and overweight the rest of the world, including emerging markets. Gray has a greater
exposure to value shares, implying an underweight in US technology/ecommerce/disruptor companies. Unlike many peers, the
Portfolio’s 28% offshore exposure is not 100% invested in equities. Gray prefers to own more South African listed equities over fixed
income to comply with Regulation 28 limits. On the fixed income side, the manager has very little exposure to sovereign bonds
offshore, and a higher weight to local bonds given the steep yield curve. Within resources, Gray is underweight iron producers
(BHP and Anglo) and overweight the rest of the commodity basket via Glencore and Sasol.
Preference is for British American Tobacco, which has meaningfully underperformed in a strong market. This is viewed as an
“antibubble” share, it should provide protection during a correction, while paying an 8% dividend yield. Naspers remains the largest
equity position. With quantitative easing in combination with fiscal stimulus around the world, the manager owns platinum and
gold, as well as the miners including Sibanye-Stillwater, Impala Platinum and selected gold shares. Exposure to depressed local
domestic shares, which remain well below their 2018 highs, including Woolworths, Standard Bank, FirstRand and Old Mutual, has
been retained.
The Portfolio seeks to own a diversified selection of undervalued assets that will produce real returns at an acceptable risk. Allan
Gray believes that to be the case currently.

NINETY ONE MANAGED RETURN
On the local front, the South African stock market extended its winning streak to five consecutive
months of gains, and the best start to the year since 2006. The FTSE/JSE All Share Index rose +13.1%
over the quarter driven by resources (+18.7%), in particular the platinum group metals miners, while industrials gained 13% and
financials lagged behind at +3.8% over the same period. Local bonds (FTSE/JSE All Bond Index -1.7%) struggled, overwhelmed by
a weak environment for global bonds and EM local bonds, despite a market-friendly budget which saw a better than expected
revenue for the National Treasury and a reduction in primary issuance of bonds.
Key positive contributions have been the allocation to general miners (Anglo American and BHP Group) and platinum stocks
(Impala Platinum, Sibanye-Stillwater and Anglo American Platinum) which performed well over the quarter. Performance
was further enhanced by the holding in MTN Group and select South African clothing retailers (The Foschini Group, Truworths
International, Pepkor and Mr Price Group).
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ASS E T M A NAG E R R E V IE W
Offshore equities delivered solid performance over the quarter, with the US banks and airlines being notable outperformers and
contributors to absolute performance.
Key negative contributions came from domestic bonds struggling amid a weak global fixed income backdrop. Coming off a strong
2020 fourth quarter, the allocation to South African banks (ABSA Group, Standard Bank Group and Capitec Bank) detracted from
performance. The allocation to China dragged on the portfolio’s offshore equity performance over the quarter, as growth names
globally came under pressure. On the currency front, the stronger US dollar hurt the managers’ long Japanese yen and euro
exposures.
Within the local equity component, the manager took some profits in the diversified miners (Anglo American and BHP Group)
and the platinum group metals miners. That said, Ninety One continues to have a healthy allocation to these companies as the
upside to market consensus forecasts remains high given prevailing commodity prices and the free cash flow yields are very
supportive. The manager sold residual holdings in AVI, British American Tobacco and Quilter, while topping up positions in SA
banks, where the earnings revisions profiles appear to be troughing and the valuation levels offered a good entry point. The local
equity composition is well-diversified, and the portfolio is tilted towards select cyclical exposures at the expense of more defensive
holdings.
Ninety One has maintained the material allocation to local sovereign bonds, especially within the context of the global fixed
income universe. The South African Reserve Bank is facing less pressure than other EM central bankers to hike rates, and is now
on pause.
The offshore allocation remains favourably disposed to equities, with exposure continuing to tilt more towards cyclical companies
where earnings have troughed, are recovering and valuations are reasonable. Allocations to US banks, semi-conductor and capital
goods companies continue to see upgrades to forecasts as the economic recovery takes hold. The portfolio further has exposure
to high-quality, attractively valued companies with improving operating performance. This includes quality compounders with
pricing power or structural winners in healthcare and tech-related sectors. Regionally, the Fund continues to have a positive
skew towards Asia, as Chinese markets continue to exhibit reasonable valuations, while earnings have substantial upside over the
medium term.
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IMPORTANT INFORMATION

Old Mutual Multi-Managers is a Division of Old Mutual Life Assurance Company (South Africa) Limited. A licensed Financial
Services Provider and Life Insurer.
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 longterm 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.
Acknowledgements: All graphs have been provided by Old Mutual Multi-Managers. Data Source: I-Net
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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