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BUSINESS UPDATE
TREVOR PASCOE
Managing Director

I really did not expect in March last year to be writing this note in the middle of a third wave of the pandemic. Like many,
my assumption was that some form of normality would return in 2021, and I really questioned those who said that we may
only see normality in 2022/2023. Back then I would definitely not have projected 12-month returns to the end of June 2021
to exceed 20%. What we have learnt is that we should not take anything for granted, but rather look to manage one’s risks
as much as possible.
Risk management is critical in managing investments. Just as wearing a mask, practising social distancing and proper and
regular washing of hands are key to limiting the risk of catching the COVID-19 virus, ensuring that effective risk mitigation
steps are put in place in portfolio construction can assist in delivering acceptable investment returns. I must point out though
that as COVID-19 precautions don’t guarantee that one won’t be infected, so too investment risk management does not
guarantee a smooth investment ride.
The multi-manager approach to investing definitely adds significantly to managing investment risk. As the saying goes,
“Don’t put all your eggs in one basket.” Multi-management by definition offers the diversification required by spreading the
investments across a range of asset managers. However, just putting together a range of asset managers does not mean that
one obtains the benefits of diversification or good risk management.
It is critical to understand the way in which each asset manager constructs their portfolios and what risk management they
put in place, as well as the way in which the asset managers interact when put together in a fund of funds or multi-managed
portfolio. This is where the qualitative assessment of asset managers, i.e. understanding the philosophy, the team and the
culture, and the quantitative assessment, i.e. investment performance, style, risk analytics and holdings analysis, is critical.
The blending of asset managers is important as you don’t want to double up on the risk or diversify too much that in the end
a passive solution may work just as well with a lower cost.
Diversification from an asset class perspective is probably even more important than manager selection and blending of
managers. Here time horizon and targeted return are key factors to take into account. Due to market volatility it is easier
to use shorter time horizons if the targeted return is relatively low. While setting a strategic asset allocation for a fund is an
important first step, the ongoing assessment of asset allocation is critical to achieving the long-term outcomes.
At Old Mutual Multi-Managers we measure on an ongoing basis the value that we add from manager selection; tactical asset
allocation and our risk versus return metrics to assess whether we are achieving investment success. Pleasingly, these metrics
have shown the value add that the investment team has achieved. I will be very happy to share these metrics with you, so
please email me at trevor.pascoe@ommm.co.za and I will send them to you.
Thank you once again for all your support and commitment. I hope and pray that you and your families stay well during these
trying times.
All the best
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 second quarter of 2021, we communicated to you on the following:

GENERAL BUSINESS
• Notice of Old Mutual Multi-Managers Mandatory Client Ongoing Due Diligence Obligations (12 April 2021)

Old Mutual Multi-Managers, as a registered Accountable Institution of Old Mutual Life Assurance Company (South Africa)
Limited, and in terms of the Financial Intelligence Centre Act 38 of 2001, as amended, is required to ensure that all our
customer’s data and documents are accurate, through Customer Due Diligence (CDD).
As such Old Mutual Multi-Managers is now embarking on its ongoing due diligence obligations ensuring we have all the
required information of our customers to continue the business relationship. Where all CDD requirements are complete,
Old Mutual Multi-Managers will notify you that you are compliant.

• Staff Resignation – Kumbu Kubheka (22 April 2021)

I regret to inform you that Kumbu Kubheka, Old Mutual Multi-Managers’ Client Relationship Manager, left Old Mutual with
effect from 23 April 2021.

• Old Mutual’s Compliance with the Protection of Personal Information Act (POPIA) (29 June 2021)

Old Mutual is committed to protecting the privacy of its data subjects and to ensure that personal information is collected
and used properly, lawfully, and transparently in compliance with the Protection of Personal Information Act. Old Mutual
has been building its privacy culture and capabilities over the last 10 years with a view to continually mature and improve its
standards and controls over time.

INVESTMENT RELATED
• SA Equity Manager Termination: Mazi Asset Management (19 April 2021)
Termination of our SA Equity mandate with Mazi Asset Management

Mazi Asset Management (Mazi) were appointed to a South African Equity mandate by Old Mutual Multi-Managers in December
2017. Their mandate formed part of our allocation to black asset managers within the South African equity building block
through our Institutional Boutique portfolio. Mazi was included in this portfolio alongside two other black asset managers:
Sentio Capital Management (Sentio) and Aeon Investment Management (Aeon). The allocation to this portfolio is aligned to
our Transformation objectives and currently has a target weight of 15% of our overall South African equity allocation.
Through the ongoing role of manager monitoring that Old Mutual Multi-Managers conducts, a number of concerns surfaced
in our interactions with Mazi. These concerns are wide-ranging, covering areas such as personnel and staff turnover, the
implementation of their investment process, portfolio construction, and the application of best practice within the business.
Old Mutual Multi-Managers believe that the combination of these factors has played a role in the underperformance of
the Mazi equity mandate since its inception. These factors lead us to the conclusion that the manager no longer meets the
required standard for this particular Old Mutual Multi-Managers mandate.
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Implementation and New SA Equity Manager Portfolio

The Mazi mandate was terminated on 31 March 2021. On 1 April 2021, the Mazi assets transferred to Aeon within the
Institutional Boutique portfolio. This effectively means that the Institutional Boutique portfolio is now an equally weighted
split between Aeon and Sentio. Importantly, our total exposure to black asset managers has been maintained and does not
drop as a result of this change.

• Hedge Fund Manager Change (14 May 2021)
Termination of our hedge mandate with Bateleur

Bateleur were appointed in the Old Mutual Multi-Managers Long Short Equity Fund of Hedge Funds in March 2013. While
Old Mutual Multi-Managers continue to rate the Bateleur team and research process, our investment team has had lingering
concerns over the reliance of the Bateleur process on the success of the long book in managing the hedge fund, given the
limited use of shorting. We strongly believe that the ability to short is a key differentiator and source of return diversification
for hedge funds.
While the Bateleur equity long/short hedge fund posted lackluster returns in 2018 and particularly in 2019, given Bateleur’s
material exposure to local industrial mid-cap companies, their returns rebounded strongly with the current cyclical recovery
in markets. As such, Bateleur has not only outperformed local equities year-to-date but also over most trailing periods.
Their portfolio has delivered an annualised outperformance of 1% above our equity benchmark (net of fees) since their
appointment in March 2013. The decision to terminate Bateleur is thus not performance related, but rather that we have
identified a manager that we believe improves the overall risk/return profile of the Old Mutual Multi-Managers Long Short
Equity Fund of Hedge Funds.
Appointment of Peregrine Capital as the replacement manager

In a recent hedge fund manager review, we identified, shortlisted and carried out in-depth due diligence on a number of
hedge fund managers. This included Peregrine Capital, who are one of the longest-running and most successful hedge fund
houses in South Africa. Peregrine have a compelling product offering and extensively utilise the fund management toolkit
available to hedge fund managers, including the use of shorting. They follow a tried and tested investment approach that
has consistently delivered superior risk adjusted results. Peregrine boast a team of experienced, skilled, and highly driven
investment professionals, who manage money in a structured and process-focused manner. They invest with conviction and
follow an active and disciplined risk management approach, with a strong emphasis on downside protection.
We have thus made the decision to appoint Peregrine Capital, replacing Bateleur, and will allocate approximately 20% of the
Old Mutual Multi-Managers Long Short Equity Fund of Hedge Funds to the Peregrine High Growth Hedge Fund.
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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OUR GLOBAL RANGE
ANDREEA BUNEA
Head | Global Investments

As regular readers of our quarterly institutional reports, you are probably familiar with our various ranges of investment
options, each tailored to target specific outcomes for institutional clients, while also adhering to the investment constraints
set out in Regulation 28 of the Pensions Fund Act. However, our investment knowledge and expertise extend beyond South
Africa, as we have a close to 15-year track record in managing pure global specialist and multi-asset class strategies. We
managed the SIS Global range from 2006 until February 2021, when it merged with our new range of global funds launched
in February 2020. With the new global strategies having received Section 65 approval from the FSCA, we are very excited to
share more detail with our readers.

UCITS STRUCTURE
In setting up the new global range, we opted to launch the range as UCITS (Undertakings for the Collective Investments
in Transferable Securities), a regulatory framework which applies to mutual funds launched in Europe. In the case of our
global funds, they are domiciled in Ireland and offer daily liquidity to investors. The UCITS structures have gained a lot of
popularity over time as they are considered safe and well-regulated investments and offer a much-needed stamp of quality
and reliability for investors.

INVESTMENT APPROACH
Our global range is managed by the OMm|m investment team, using the same philosophy and process that underpin the
successful track record of our long-standing local investment strategies. As a reminder, at the core of our investment approach
stand three distinct principles that ultimately drive our decision-making process, namely having a long-term perspective,
managing risk through diversification, and using valuations as an anchor in assessing the attractiveness of asset classes. In
keeping with our real return targeting approach, the global funds each aim to achieve inflation-beating outcomes in line
with their individual risk profile (as shown in Figure 1 below):

RETURN

Figure 1: Risk/return profiles of OMMM Global Funds
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ASSET ALLOCATION
Our investment process begins by identifying the optimal blend of traditional global asset classes that has the best chance
of achieving the funds’ real return targets over the long term, using historical asset class returns and correlations. This optimal
blend represents the Strategic Asset Allocation for each of our funds, showcased in Figure 2 below:
Figure 2: Strategic Asset Allocations of Global Funds
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In addition to this long-term framework, we aim to add value through tactical asset allocation by using a valuation-driven
approach to pivot the funds away from asset classes perceived to be expensive and tilting them in favour of those with
prospects that are relatively more attractive on a short- to medium-term basis.

MANAGER SELECTION
As multi-managers, we are strong believers in manager diversification as a way to manage risk and ensure a more balanced
outcome for our clients. Table 1 lists the current selection of global asset managers within each of the main global asset
classes. If you are familiar with the global allocation in our local strategies, you will notice the same asset manager selection
within the global equity and property components of our global strategies.
Table 1: Asset Manager Selection
ASSET CLASS

ASSET MANAGER SELECTION

Global Equity
Global Equity (Emerging Markets)
Global Property
Global Fixed Income

GLOBAL FIXED INCOME
Global fixed income is an asset class we have not yet introduced in our local multi-asset class strategies due to unattractive
valuations relative to the yields we have on offer from our local fixed income universe. Nevertheless, we have spent a
considerable amount of time understanding the type of mandates that are most suitable in the global market environment.
The combination of persistent low global government bond yields together with a steady increase in the duration of the
broader global fixed income indices makes global fixed income investments more susceptible to any future attempts by
global central banks to normalise interest rates. We believe that an unconstrained or flexible global fixed income mandate
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is better suited to navigate potentially volatile fixed income markets, aiming to generate attractive total returns by seeking
out opportunities for both income and growth across various sectors. This flexible approach ultimately recognises that the
attractiveness of global fixed income sectors changes in different market environments, and, given that the typical economic
cycle is in constant motion, the portfolio needs to be able to adapt swiftly. By their nature, such flexible mandates tend to
be more tactical, can dial down the duration, and opportunistically go into markets like emerging-market debt or high yield
when these sectors offer value. They also use derivatives to hedge out currency exposure or try to take advantage of changes
in yields.
As noted in Table 1, our final selection of global fixed income managers includes Neuberger Berman, Morgan Stanley and
PGIM. Each manager has a demonstrable track record in the flexible income space and depth of investment expertise and
experience across various global fixed income sectors. This is crucial as it enables portfolio managers to allocate to undervalued
securities based on in depth fundamental research of the issuers and the sectors they belong to. Security and sector analysis
is paramount to managing the risk in these funds, given the asymmetric payoff in bonds. All three managers boast large
teams of analysts that cover in great depth different sectors of the global fixed income market. Global integration of the
various sector teams is also important to ensure cross-pollination of information. In addition, it is imperative that managers
have scale as this gives them the necessary resources to access different corners of the global universe and enables them
to maintain broad and deep coverage across the world. Nevertheless, most importantly, given the nature of the flexibility of
such mandates, they need to have a robust investment process with:
• a
 dequate risk management tools to manage downside risk - this allows them to understand the risks they take and how
the funds are likely to respond to different macro scenarios;
• a strong global macro framework which enables them to integrate bottom-up selection with their macro views; and
• an active approach that allows them to lock in alpha over time, while positioning the portfolio to exploit other opportunities
and alpha sources.

HISTORY OF CHANGES TO STRUCTURES OF GLOBAL STRATEGIES
The SIS Global Inflation Plus strategies were launched in October 2006 and made available to retail clients via Strategic
Investment Services (SIS) Life offshore policies, and later through OMLACSA life offshore policies, following a successful
migration in October 2019. However, these global strategies have been closed to new business since 2016, with existing
retail clients unable to add to their direct global allocation. A conversion of these strategies into life policies via Old Mutual
International in February 2021 served to improve our existing retail clients’ access to global strategies and enhance overall
client experience. As part of this conversion, the range of SIS Global Funds was consolidated into the new global range, given
that their investment objectives are very similar (Figure 3).

RETURN

Figure 3: Risk/Return profiles: OMMM Global Range vs SIS Global range
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PERFORMANCE
As noted at the outset, we have close to 15 years of experience in managing pure global strategies. This is depicted in Figures
4-6, which showcase the performance of the SIS Global Inflation Plus strategies relative to their real return targets:
Figure 4: SIS Global Inflation Plus 1-3% against real return target
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Figure 5: SIS Global Inflation Plus 3-5% against real return target
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Figure 6: SIS Global Inflation Plus 5-7% against real return target
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Source: Zephyr, Old Mutual Multi-Managers
• All returns are calculated in USD, after all strategy and underlying portfolio fees
• The strategy returns are reported gross of Capital Gains Tax (CGT)

The chart below (Figure 7) highlights the performance of the new global range since inception to 30 June 2021. We opted
to include the strategies’ composite benchmarks as a comparable measure of performance, given the short-term horizon.
Figure 7: Performance of new Global Range relative to Composite Benchmarks
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Source: Zephyr, Old Mutual Multi-Managers
• All returns are for Class A Hybrid Accumulation
• All returns are calculated in USD, after all strategy and underlying portfolio fees
• Benchmarks: Strategic Asset Allocations for each fund represented by specialist building block reference indices
• S
 ince Inception Dates: 6 February 2020 for OMMM Global Equity, 1 March 2020 for OMMM Global Growth and OMMM Global Moderate

CONCLUDING REMARKS
In conclusion, investing in our global range of funds gives our clients access to a number of benefits. Chief amongst these
is access to extensive expertise and depth of global asset manager research. This is a vital component in managing global
strategies as it allows for the identification of truly talented global managers with complementary approaches to investing.
Furthermore, we manage risk by building well-diversified strategies at manager, asset class and regional level, while also
maintaining an active approach to asset allocation. Ultimately, our demonstrable track record in the global space should
give our clients the peace of mind that the global strategies are managed by a capable and experienced team, using an
investment process that has stood the test of time.
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LOCAL AND INTERNATIONAL
MARKET COMMENTARY
IZAK ODENDAAL
Investment Strategist

SYNOPSIS:

• Global equities positive, led by growth stocks.
• Stronger dollar weighed on the rand.
• Local equities negative but bonds positive.

GLOBAL

Global equities were positive in June, despite a brief wobble when the US Federal Reserve’s “dot plot” pointed to a sooner
lift-off for interest rates than previously thought. One-year equity returns have moderated as the worst months of 2020 roll
out of the base, but returns for the first half of the year have been strong.
The MSCI All Country World Index returned 1.3% in June, lifting the year-to-date gain to 12.3% and the 12-month return to 39%
in US dollars. Growth shares led the way, returning 4% while value shares were negative in the month. Generally speaking,
growth shares benefit from lower bond yields and value/cyclical shares from rising inflation expectations. This means the
year-to-date lead of value (14%) over growth (11%) is shrinking.
In terms of regions, the US S&P 500 returned 2.3% in June and 15% for the first half of 2021. Over one year, it returned an
impressive 40%. The Eurostoxx 600 index returned 1.5% in the month and 29% over one year in euros.
Japanese equities were flat again in June and the Nikkei 225’s year-to-date return of 5.8% in yen lags other major benchmarks.
However, the 12-month performance of 31% is still notable.
Emerging market equities were subdued in June, partly due to a stronger dollar. The MSCI Emerging Market Index returned
only 0.2% in the month in dollars. However, it returned 7% over six months and 41% over 12 months. Brazil and Russia were
the top performers in dollar terms in June, while South Africa was the worst performer among the larger emerging markets.
Global bond returns were negative in dollar terms in June largely due to currency movements. The Bloomberg Global
Aggregate Bond Index lost 0.9% in dollars in the month, and 3.2% so far this year. The one-year return is positive, but at
2.6% lags equities by a considerable distance. Longer-term bond yields declined during the month with the benchmark US
10-year Treasury yield dipping from 1.58% to 1.4%.
Global listed property was positive in June, with the FTSE/EPRA Nareit Developed Index returning 0.8% in dollars. This lifted
the one-year return to 33%.
The US dollar rallied after the Fed meeting, ending the month 3% stronger against the euro and 1.5% stronger against the
yen.
Commodity prices were decidedly mixed. Brent crude oil surged 8% to $75 per barrel as global activity continues to recover
and supply restraint is maintained by both the OPEC countries and the US shale producers. Iron ore and coal also gained
around 6% each in the month. Both have more than doubled over the past year. On the other hand, precious metals and
copper sold off sharply. In the month of June, palladium lost 4%, platinum lost 9%, copper was 8.7% lower and gold declined
by 7% to close at $1 758 per ounce.
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LOCAL

Local equities pulled back in June but were still positive for the second quarter and the first half of 2021. The FTSE/JSE Capped
SWIX lost 3% in the month, which lowered the year-to-date return to 13.3%. The 12-month return was lower at 27% as the
worst months of 2020 roll out of the base.
Resources shares were the big detractors in June, losing 6% in the month with gold and PGM miners the big losers. The
resources index was also negative in the second quarter but still up an impressive 12% year to date and 29% over 12 months.
Financials lost 3% in June but the sector was positive in the second quarter and returned 11% in the first six months of the
year. Over 12 months, financials returned 31%, but the index remains below pre-pandemic levels due to its greater exposure
to the South African economy.
Industrials were basically flat in June and the second quarter, returning 0.4% in the month. For the first six months of the
year, the return was 13%, while it was 19% over 12 months. This is despite a negative performance from Naspers/Prosus over
the past year.
Listed property had a positive month in June, returning 3%. This raised the second quarter return to 11% and the year-to-date
return to 20%. Despite returning 25% over the past year, the FTSE/JSE All Property Index has yet to recover to pre-pandemic
levels.
SA nominal bonds started the month strongly, then sold off before finally stabilising to end June in positive territory with
long bond yields slightly lower. The All Bond Index returned 1.1% in June and 13.7% over one year. Inflation-linked bonds were
negative in the month, losing 1.6%. However, the 12-month return of 14.8% is well ahead of the 3.5% return from cash (Stefi).
The rand started the month on the front foot, rallying to R13.50 against the US dollar. However, it pulled back sharply after
the Fed meeting, ending the month 4% weaker against the dollar at R14.27. It is still 17% stronger against the greenback over
the past year, detracting from global returns for South African investors.

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

January 1999 - June 2021 (not annualised if less than 1 year)
3 MONTHS

YTD

1 YEAR

2 YEARS

3 YEARS

4 YEARS

5 YEARS

10 YEARS 15 YEARS

JSE AllShare (J203T)

0.05%

13.20%

25.07%

9.97%

8.09%

9.78%

8.11%

10.92%

11.10%

JSE SWIX (J403T)

-1.83%

11.21%

21.82%

6.96%

5.00%

6.63%

5.33%

10.38%

11.05%

JSE Top 40 (J200T)

-0.84%

12.24%

22.98%

10.59%

8.55%

10.54%

8.68%

10.99%

10.88%

JSE INDI (J257T)

0.77%

13.82%

19.42%

11.47%

6.17%

6.50%

5.53%

13.47%

14.86%

JSE RESI (J210T)

-5.15%

12.64%

28.42%

19.76%

19.32%

25.19%

20.25%

5.30%

6.00%

JSE Midcaps (J201T)

5.92%

15.83%

33.45%

4.86%

4.97%

4.64%

3.10%

9.24%

11.77%

JSE Smallcaps (J202T)

8.01%

30.93%

65.15%

12.82%

4.29%

3.36%

3.16%

10.11%

11.20%

JSE Value (J330T)

3.18%

17.55%

32.22%

3.64%

3.60%

7.03%

5.40%

7.00%

8.15%

JSE Growth (J331T)

-2.89%

9.23%

18.94%

15.49%

11.84%

12.26%

10.44%

13.64%

13.13%

ALBI

6.86%

5.00%

13.67%

8.13%

9.24%

9.48%

9.16%

8.53%

8.64%

STeFI

0.92%

1.83%

4.01%

5.42%

6.05%

6.37%

6.62%

6.26%

7.09%

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

12.12%

19.30%

25.17%

-13.33%

-8.86%

-9.13%

-6.85%

5.08%

9.53%

FTSE 100 INDEX

1.49%

7.01%

4.80%

2.06%

0.15%

2.77%

1.74%

7.93%

4.01%

COMPOSITE DAX INDEX

1.75%

6.42%

10.12%

15.87%

10.10%

10.05%

11.32%

14.51%

11.81%

NIKKEI 225 INDEX

-5.01%

-5.14%

3.19%

15.33%

10.30%

12.21%

10.75%

16.22%

9.36%

SA CPI

1.43%

2.65%

5.16%

3.60%

3.89%

4.01%

4.30%

5.00%

5.65%

STeFI

0.92%

1.83%

4.01%

5.42%

6.05%

6.37%

6.62%

6.26%

7.09%

Currency: ZAR
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INDUSTRY UPDATES
ASHBURTON INVESTMENTS
Ashburton confirmed the appointment of Charl de Villiers as Head of Equities with effect from 1 September 2021. De Villiers
joins the Multi-Asset and Equity team in his new role and will primarily focus on the institutional market. He joins from Sanlam
Investment Management, where he was a member of the Equity team’s Model Portfolio Group and a Senior Equity Portfolio
Manager.

CORONATION FUND MANAGERS
Coronation announced that as from 1 June 2021, Neill Young will join Pallavi Ambekar and Charles de Kock in managing the
Absolute Return strategies. Young has been with Coronation for 23 years, and has co-managed the Core Strategy for 11 years and
the Coronation Financial Unit Trust Fund for 20 years. Young’s move into the Absolute Return strategies will allow De Kock the
opportunity to reduce his investment responsibilities, which he aims to do by year end. At that stage, Ambekar will assume the
role of lead portfolio manager on the Absolute Return strategies.

COUNTERPOINT ASSET MANAGEMENT
Counterpoint has confirmed the appointment of Brian Pyle as its new Chief Investment Officer with effect from 1 August 2021.
Pyle has over 27 years of experience in financial services, including 22 years with the Old Mutual Investment Group where he was
previously the head of equity research and had portfolio management responsibilities.

PRESCIENT INVESTMENT MANAGEMENT
Prescient confirmed the appointment of two new hires in their Income Fund space. Mayuresh Kulkarni joins as a portfolio manager
of the Income Funds alongside Henk Kotze. Kulkarni has six years of experience in the market, having previously worked at
Fairtree Capital. In addition, Vishal Rama joins the team as a Quantitative Analyst. Rama previously worked at Prowess Investment
Managers.
Prescient also confirmed the resignations of three team members. Jessica Phalaphala, who was a Quantitative Analyst on bond
strategies and the chair of the ESG committee, has left to pursue a career opportunity in Switzerland. Jean-Jacques Duyvene De
Wit, who was an Equities Portfolio Manager, left Prescient on 30 April to take up an opportunity with a crypto consulting firm.
Vuyo Mvulane, the Head of Institutional Business Development, has also resigned from Prescient to take up a similar role at Mazi
Asset Management.

SANLAM INVESTMENT MANAGEMENT
Sanlam Investment Management (SIM) announced the departures of a number of executives during the quarter. Robert Roux, the
CEO of Sanlam Investment Group (SIG), announced his plans to retire at the end of the year after 22 years with the Sanlam Group
and having been the CEO of SIG since 2015. In addition, SIM announced the resignation of Helena Conradie as the CEO of Satrix
later this year. Conradie has been with the business for 20 years and will retain her position on the Satrix Board. Reece Briesies,
the current Chief Financial and Operations Officer for Sanlam Investments, takes over as the Interim Satrix CEO until a permanent
successor is appointed. In addition to Conradie’s departure, long-serving Chief Operating Officer of Satrix, Jenny Albrecht, will also
be leaving the business.
Sanlam also announced the departure of Charl de Villiers from the SIM Equity Team. De Villiers leaves at the end of August 2021,
having been the Portfolio Manager on the SIM Aggressive Equity Fund, a co-manager on the SIM General Equity Fund and voting
member of the Model Portfolio Group (MPG). Going forward, the Aggressive Equity Fund will now be jointly managed by Andrew
Kingston, Co-head of Equities, and Andrew Snowdowne, Equity Analyst and Portfolio Manager. Kingston will remain the principal
Portfolio Manager for the General Equity Fund, with support from Vanessa van Vuuren, currently the Small Caps Lead. Marlo
Scholtz, Head of Equity Research, will take on De Villiers’ voting responsibilities on the MPG.
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TAQUANTA ASSET MANAGERS
Taquanta has acquired the entire issued share capital of Ngwedi Investment Managers from Ngwedi Capital Holdings. Under
the terms of the transaction, Ngwedi will be merged into Taquanta Asset Managers, with Monei Pudumo-Roos, Raphael Nkomo,
Farzana Bayat and Teresa Lu joining the Taquanta business.
Pudumo-Roos will be appointed to the board of Taquanta Asset Managers, fulfilling the role of Executive Director, focusing on
business development. Nkomo will assume the role of Taquanta’s Chief Investment Officer taking on the role from existing CIO
Ray Wallace, who will remain involved in the overall investment process and the strategic direction of the team. Bayat and Lu will
continue to manage Ngwedi’s existing client assets, while also taking on further responsibility in the combined investment team.

VUNANI FUND MANAGERS
Vunani announced changes to the Vunani Fund Managers (VFM) board. Butana Khoza, the CEO of Vunani Ltd, stepped down from
his role as director, Key Individual and Representative of VFM effective from 1 May 2021. Ethan Dube has joined the VFM board as
a Non-Executive Director with effect from 1 May 2021. Dube is currently the Group Executive Deputy Chairman of Vunani Ltd and
was previously Group CEO for 12 years prior to stepping down in March 2020 and transitioning the role to Khoza.
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WHAT STOOD OUT IN Q2 2021?
In our research, commentary and weekly investment meetings, the following attracted particular attention.

GROWTH AND INFLATION STILL RUNNING STRONG
Global growth rates are still robust as the major economies continue to put the pandemic behind them with the help of
ongoing vaccination progress. As a result, June purchasing managers’ indices were still at elevated levels. The composite PMI
(services and manufacturing) for the US was at 63.7, well above the neutral level of 50 index points. The Eurozone PMI hit a 15year high of 59.2. European growth appears to be catching up with the US as the third wave of infections fade and confidence
rises. China’s manufacturing PMI was softer in June, but remains in positive territory.
This suggests the global economy is on track to achieve the International Monetary Fund’s forecast for 6% growth this year,
following the record 3.2% decline in 2020. The US economy, the world’s largest, is expected to have a bumper year with 7%
growth expected for this year, declining to 3.3% next year and 2.4% in 2023.
With this acceleration in economic growth, demand has in many cases increased faster than supply can respond. As a result,
inflation has been rising faster than expected in many countries as the reopening of the economy has resulted in various
shortages and bottlenecks. Base effects also play a role, since prices were depressed a year ago. While inflation rates remain
elevated, the market angst over inflation risks seems to have receded somewhat. The major central banks continue to insist
that the current inflation spike is likely to be temporary and they are not changing policy in response. However, in some
inflation-prone emerging markets, central banks have hiked rates.
South Africa is unlikely to follow suit anytime soon. Food and fuel inflation caused the inflation rate to rise to 5.2% year on
year, but core inflation was muted at 3.1%. Inflation is expected to remain close the Reserve Bank’s 4.5% target over the
next two years, with inflation expectations also anchored close to that level. This suggests that the Reserve Bank – which
celebrated its centenary in June – can keep the repo rate unchanged for now.

THE FED’S UNCHANGED BUT CHANGED POLICY STANCE
The big market event in June was not caused by a policy change, but a hint at one. The statement following the US Federal
Reserve’s monthly Open Market Committee meeting noted rates and monthly purchases would remain at current levels
until maximum employment is achieved and inflation is on track to moderately exceed 2% for some time. However, the
accompanying quarterly “dot plot” showing the projections of 18 individual Fed officials suggests that rates can rise sooner
than the market expected, though there is clearly still a wide range of views among the officials. The median dot on the plot
now suggests two rate hikes in 2023, versus unchanged rates in 2023 in the March projection.
With this non-change in policy, the Fed seemingly gave the market some comfort that it will not let inflation run wild (not
that it ever would have). Long-bond yields declined as a result, and investments that are geared to higher inflation pulled
back.
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The Fed will eventually start tightening policy, and though it will carefully signal its intentions, this step does pose risks to emerging
markets in particular as we saw during the previous cycle (2013 to 2018). South Africa’s large combined twin deficits (current
account balance plus fiscal balance) made us a member of the unfortunate ‘Fragile Five’ grouping. Thanks to booming exports,
South Africa posted a near-record current account surplus in the first quarter which considerably reduces its external vulnerability.
And while the fiscal deficit is much larger than in 2013, the recent trends have been encouraging. As the economy recovers, so have
tax revenues, and the fiscal worst-case scenarios spoken about a year ago seem unlikely to materialise as long as the government
can maintain discipline on the spending side.

BETTER THAN EVEN THE OPTIMISTIC EXPECTATIONS
First quarter local economic growth not only exceeded the consensus forecast of 2.5%, but was even better than the most
optimistic projection. StatsSA data showed that the economy grew by 4.6% after inflation in the first quarter on a seasonally
adjusted and annualised basis.
Nonetheless, compared to a year ago, the economy was still 3.2% smaller in real terms, and will still take several quarters to
return to pre-pandemic levels. Mining is the only major large private sector that has recovered to pre-COVID levels in real terms,
supported by elevated commodity prices.
Household spending, the biggest component of economic activity when measured from the expenditure side, is also recovering
faster than expected. Household finances have been much more resilient than feared throughout the pandemic, despite the loss
of some 700 000 formal sector jobs and even more in the informal sector (which is by nature harder to measure).
The data available for the second quarter continues to point in the right direction, particularly on the export side where elevated
commodity prices are giving an enormous boost. April and May saw massive trade surpluses of R51 billion and R54 billion
respectively.
On the negative side, the bad news, the country was still engulfed by a third wave of COVID-19 infections as the second quarter
drew to a close. With hospitals, especially in Gauteng, under severe pressure, the government increased restrictions on mobility
and gatherings. Another ban on the sale of alcohol was also instituted. This will have a devastating impact on the hospitality sector,
but the total impact will depend on how long the restrictions remain in place. Once again, the urgent need to vaccinate as many
people as possible to save lives and livelihoods has been highlighted.
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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: R891.2 million

COMMENTARY

This quarter, the Fund returned 0.5% net with the FTSE/JSE All Share Index (ALSI) returning 0.05% and the All Bond Index (ALBI)
6.86%. The local property sector was up 11.14%.
Over the last 12 months, the Fund returned 21.8% net, and the local bond market returned 13.68%. Local listed property returns
have remained volatile and are 25.59% higher for the 12 months to end June 2021. Local cash has returned 4.0% for the last
12 months. JSE All Share Index (ALSI) delivered 25.07%.
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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 30 JUNE 2021
% PERFORMANCE (P.A.)

1 YR
Old Mutual Multi-Managers Max 28 Fund
Strategy Return Target

2 YRS

3 YRS

5 YRS

7 YRS

10 YRS

SINCE INCEPTION

26.0%

11.6%

8.1%

7.4%

8.1%

12.5%

13.0%

11.7%

10.1%

10.4%

10.8%

11.1%

11.5%

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
60%
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50.4%

40%
30%
22.4%
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SA Property
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1.1%

1.3%

0.6%
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International
Fixed Income
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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: R724.3 million

COMMENTARY

The Inflation Plus 1-3% strategy returned 8.2% per annum over the recommended minimum investment period of three years.
Over the last 12 months, this strategy returned 13.6%.

60%

LIKELY FUND RANGE OF RETURNS
AND CURRENT RETURN*

50%

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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SINCE INCEPTION

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

14.4%

10.1%

9.0%

8.3%

8.6%

10.9%

12.6%

Strategy Return Target

7.2%

5.6%

5.9%

6.3%

6.6%

7.0%

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: R5.2 billion

COMMENTARY

The Inflation Plus 3-5% strategy returned 7.7% per annum over the recommended minimum investment period of five years.
Over the last 12 months, this strategy returned 22.7%.
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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

23.7%

12.8%

9.4%

8.4%

9.0%

12.0%

13.9%

Strategy Return Target

9.2%

7.6%

7.9%

8.3%

8.6%

9.0%

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: R14.3 billion

COMMENTARY

The Inflation plus 5-7% strategy returned 7.5% per annum over the recommended minimum investment period of seven years.
Over the last 12 months, this strategy returned 24.7%.
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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

25.8%

13.1%
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13.7%

Strategy Return Target

11.2%
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10.6%

11.0%

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
50%
45%

46.0%
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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: R748 million

COMMENTARY

This quarter, the Fund returned 2.0% net with the FTSE/JSE All Share Index (ALSI) returning 0.05% and the All Bond Index (ALBI)
6.86%. The local property sector was up 11.14%.
As at the end of June 2021, exposure to asset classes for the Absolute Defensive Balance Fund was as follows: domestic equities
28%, domestic bonds 23% and 20.0% 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 1.14%, Coronation 3.10% and Ninety One 5.55%.

PERFORMANCE DATA TO 30 JUNE 2021
1
MONTH

3
MONTHS

6
MONTHS

12
MONTHS

2 YEARS

3 YEARS

5 YEARS

7 YEARS

10 YEARS

SINCE
INCEPTION

Old Mutual Multi-Managers
Defensive Balanced Fund

1.4%

2.5%

7.3%

12.2%

8.5%

7.6%

6.9%

7.7%

9.9%

11.3%

Strategy Return Target

0.4%

2.4%

4.6%

9.2%

10.1%

7.9%

8.3%

8.6%

9.0%

4.9%

R4
R3
R2
R1

Jul 21

Apr 20

Jan 19

Oct 17

Jul 16

Apr 15

Jan 14

Oct 12

Jul 11

Apr 10

Jan 09

R0
Oct 07

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

R5

Jul 06

HEADLINE CPI FOR ALL URBAN
AREAS

R6

Apr 05
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R7

Jan 04

(SINCE INCEPTION)

R9
R8

Oct 02

PERFORMANCE AGAINST
STRATEGY OBJECTIVE*

INDEXED TO R1 SINCE 31 OCTOBER 2002

R10

33

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
30%

28.8%

25%

21.4%

20.7%

20%

17.9%

15%
10%
5.0%

5%
1.1%

0.7%
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1.0%
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1.8%

1.7%

International
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FEES TO MANAGE UNDERLYING INVESTMENTS (AS AT MARCH 2021)
Investment Management Fee (IMF)

0.77%

Performance Fee*

0.03%

Total Expense Ratio (TER)

0.80%

Transaction Costs (TC)**

0.05%

Total Investment Charge (TIC)

0.85%
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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: R3 415.8 million

COMMENTARY

This quarter, the Fund returned 1.35% net with the FTSE/JSE All Share Index (ALSI) returning 0.05% and the All Bond Index
(ALBI) 6.86%. The local property sector was up 11.14%.
It was a good 2nd quarter, this is evident in the underlying manager returns, with Prudential returning 2.16%, Coronation
1.35%, Allan Gray 0.36% and Ninety One 1.17%. For the 12 months ending June 2021, Prudential returned 20.70%, Coronation
26.88%, Allan Gray 16.99% and Ninety One 19.29%.
The Fund has returned 21.41% net over the last 12 months.

PERFORMANCE DATA TO 30 JUNE 2021
1
MONTH

3
MONTHS

6
MONTHS

12
MONTHS

2 YEARS

3 YEARS

5 YEARS

7 YEARS

10 YEARS

SINCE
INCEPTION

Old Mutual Multi-Managers
Managed Fund

0.5%

1.6%

11.8%

22.3%

11.7%

8.6%

8.1%

7.8%

11.6%

11.1%

Strategy Return Target

0.5%

2.3%

10.2%

18.4%

16.1%

7.4%

7.1%

7.3%

10.6%

10.1%

R1.00

Jun 21

Nov 19

Apr 18

R0.50
Sep 16

The graph illustrates the
Strategy’s performance against
it’s performance target.
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PERFORMANCE AGAINST
STRATEGY OBJECTIVE*

INDEXED TO R1 SINCE 31 MAY 2010

R3.50
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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 MARCH 2021)
Investment Management Fee (IMF)

0.81%

Performance Fee*

0.01%

Total Expense Ratio (TER)

0.83%

Transaction Costs (TC)**

0.14%

Total Investment Charge (TIC)

0.97%
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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: R406.2 million		

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 30 JUNE 2021
1
MONTH

3
MONTHS

6
MONTHS

12
MONTHS

2 YEARS

3 YEARS

5 YEARS

7 YEARS

10 YEARS

SINCE
INCEPTION

Old Mutual Multi-Managers
Money Market Fund

0.3%

1.1%

2.1%

4.4%

6.0%

6.8%

7.3%

7.2%

6.9%

7.7%

Strategy Return Target

0.3%

0.9%

1.7%
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6.9%
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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 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: R213.3 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.
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LIKELY FUND RANGE OF RETURNS AND
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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 30 JUNE 2021
1 MONTH

3 MONTHS

6 MONTHS

12 MONTHS

SINCE INCEPTION

Old Mutual Multi-Managers Balanced Tracker Fund

0.9%

2.5%

9.9%

18.6%

25.8%

Strategy Return Target

0.5%

2.7%

5.2%

10.4%

8.7%

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.
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The graph illustrates the
Strategy’s performance against
it’s performance target.
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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
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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: R26.2 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.
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LIKELY FUND RANGE OF RETURNS AND
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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 30 JUNE 2021
1 MONTH

3 MONTHS

6 MONTHS

12 MONTHS

SINCE INCEPTION

Old Mutual Multi-Managers Moderate Tracker Fund

1.2%

2.9%

9.0%

16.7%

23.7%

Strategy Return Target

0.4%

2.4%

4.7%

9.4%

7.7%

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.
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The graph illustrates the
Strategy’s performance against
it’s performance target.
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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
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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: R1.1 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.
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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 30 JUNE 2021
1 MONTH

3 MONTHS

6 MONTHS

12 MONTHS

SINCE INCEPTION

Old Mutual Multi-Managers Conservative Tracker Fund

1.3%

2.9%

4.5%

9.0%

13.9%

Strategy Return Target

0.2%

1.9%

3.7%

7.3%

5.6%

CPI refers to the CPI (all urban areas) as provided by Statistics South Africa, effective 1 January 2009. Prior to January 2009, the CPIX (all metropolitan and urban areas)
was used as the measure for inflation for our funds.
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The graph illustrates the
Strategy’s performance against
it’s performance target.
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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
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ASSET
MANAGER
REVIEW

ASS E T M A NAG E R R E V IE W

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 40.1% over the last year, outperforming its benchmark by 12.5% 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, The Foschini Group and MTN. In addition, an underweight to gold
mining companies also contributed to relative outperformance. Prudential remains optimistic regarding the South African
equity market returns due to the prevailing levels of excess pessimism reflected in share prices and valuations. They note that
within the South African market, many commodity companies continue to experience substantial upgrades in their revenue
and earnings, as the prices of platinum group metals, coal 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. As a result,
Prudential has reallocated some capital out of the mining sector and into some South African economy-focused companies
such as local banks and domestic retailers. The manager notes that South African assets appear to be undervalued relative to
emerging and developed markets, and that earnings and dividends in South Africa should show a strong return to growth over
the medium term.
PRUDENTIAL TOP 10 HOLDINGS
Rank

Security

%

Rank

Security

%

1

Naspers Ltd

12.1

6

Absa Group Ltd

4.6

2

MTN Group Ltd

7.1

7

Sasol Ltd

4.5

3

Standard Bank Group Ltd

6.1

8

Investec Plc

4.2

4

Anglo American Plc

4.8

9

Northam Platinum Ltd

4.2

5

British American Tobacco Plc

4.8

10

Textainer Group Hldgs Ltd

3.7

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 31.9% over the last year, outperforming
its benchmark by 4.3% 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, Altron and Textainer. In addition, an
underweight to gold mining companies also contributed to relative outperformance. Coronation sees an attractive breadth of
value in the South African market, and sees opportunities currently in resources, global stocks that are domestically listed and
domestic shares. They have been selectively buying domestic shares, which has narrowed their domestic underweight. Domestic
companies continue to report results ahead of their expectations due to more resilient economic activity and stringent cost cutting,
which has resulted in strong free cash flow generation. The portfolio remains overweight resource shares given their attractive
valuations where companies trade on undemanding multiples and generous free cash flow yields even after adjusting commodity
prices lower. The portfolio also maintains considerable exposure to several global businesses that are listed domestically which
Coronation see as attractive for a variety of stock-specific reasons. These include companies such as Naspers, British American
Tobacco, Quilter, Bidcorp, Textainer and Aspen. Coronation’s focus remains on seeking out opportunities where the longer-term
prospects of assets are being mispriced by the market, and where this patience will ultimately be rewarded.
CORONATION TOP 10 HOLDINGS
Rank
1

Security
Anglo American Plc

%

Rank

9.9

6

Quilter Plc

Security

5.0

%

2

FirstRand Ltd

7.8

7

British American Tobacco Plc

4.6

3

Glencore Plc

7.6

8

Bid Corporation Ltd

3.7

4

Naspers Ltd

7.0

9

Momentum Metropolitan Hldgs

3.2

5

Prosus NV

6.1

10

Northam Platinum Ltd

3.0
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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 33.9% over the last year,
outperforming its benchmark by 6.3% 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 Capitec, The Foschini Group, Impala Platinum and
Anglo American. Ninety One believes that the underwhelming return of the South African equity market in the second quarter
belies a number of positive investment opportunities that are arising. South African macroeconomic data has turned decidedly
positive as the year has progressed, although this is coming off an extremely low base. Ninety One remains positive on local cyclical
stocks and increased exposure to the healthcare sector and some banks during the quarter, while taking profits in some of the
general miners where the underlying momentum of some of the underlying commodity prices has slowed. Ninety One expects
current global market dynamics to remain supportive for the South African economy, where the cyclical recovery continues.
Many cyclical names trade at discounts to their historical averages and global peers. However, the manager believes that it is
important to identify companies that can financially withstand a period of weakness in their operating environment, potentially
gain market share from weaker peers or have the ability to strategically reposition themselves. The portfolio continues to aim to
deliver outperformance over the medium term, despite the volatility and uncertainty that we are contending with at present and
in the near future.
NINETY ONE TOP 10 HOLDINGS
Rank

Security

%

Rank

Security

%

1

Naspers Ltd

9.6

6

Sasol Ltd

4.4

2

Anglo American Plc

5.9

7

MTN Group Ltd

4.3
3.8

3

Impala Platinum Holdings Ltd

5.8

8

The Foschini Group Ltd

4

FirstRand Ltd

5.4

9

Capitec Bank Hldgs Ltd

3.7

5

Absa Group Ltd

5.1

10

Sibanye-Stillwater Ltd

3.3

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 27.6% over the last year, performing roughly in line with the benchmark on a gross basis.
The Sentio portfolio benefitted from overweight positions in strong performers such as The Foschini Group and Sasol, as well
as underweight positions in gold mining companies AngloGold and Gold Fields. However, this was offset by underperforming
overweight positions in Harmony Gold and British American Tobacco. Sentio expects that for the remainder of the year, the
current pro-cyclical environment is likely to prevail, while interest rate risks are starting to rise in the longer-term. They expect the
accelerating vaccine rollout should boost business and consumer confidence, and support market and stock valuations. Sentio
acknowledges that there are risks in the current environment though that stem from areas such as the ongoing pandemic,
macroeconomic concerns, and regulatory and tax risks related specifically to the technology sector. The portfolio maintains its
pro-cyclical stance for now, with a preference for domestic ‘SA Inc’ based on valuation, a cyclical domestic recovery, Emerging
Market rotation, as well as a stronger Rand. Preference is also given to resources, which Sentio sees as being likely to benefit from
stronger global growth and supply discipline.
SENTIO CAPITAL TOP 10 HOLDINGS
Rank

%

Rank

1

Naspers Ltd

Security

8.4

6

MTN Group Ltd

Security

4.0

%

2

FirstRand Ltd

6.0

7

BHP Group Plc

3.8

3

Anglo American Plc

5.2

8

Capitec Bank Hldgs Ltd

3.7

4

Impala Platinum Holdings Ltd

4.7

9

British American Tobacco Plc

3.5

5

Standard Bank Group Ltd

4.0

10

Sanlam Ltd

3.4

47

ASS E T M A NAG E R R E V IE W
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, despite
the continued increase in the number of global Covid-19 cases, market participants have looked through this and are more
optimistic about the recovery of the world’s economy as vaccine deployment and acceptance continues to improve. Markets
were buoyed during the quarter by the easing of restrictions in some European countries, the continued rise of commodity prices
due to higher demand, and improved economic data releases in the US. Locally, the domestic environment took cues from
global markets, with dollar weakness benefitting local industry. However, Aeon observes that local sentiment continues to be
negative as the country faces economic growth obstacles, as South Africa’s fiscal position remains constrained through poor policy
decisions and ineffective implementation by government. 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. They expect their Growth at a Reasonable Price philosophy should deliver superior value
through the cycle by focusing on companies whose cash flows support earnings.
AEON TOP 10 HOLDINGS
Rank

%

Rank

Naspers Ltd

9.6

6

Mondi Plc

6.2

2

Prosus NV

8.0

7

British American Tobacco Plc

5.6

3

BHP Group Plc

7.3

8

Standard Bank Group Ltd

5.4

1

Security

Security

%

4

Impala Platinum Holdings Ltd

7.2

9

FirstRand Ltd

5.3

5

Anglo American Plc

6.8

10

MTN Group Ltd

5.2

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 was up 8 basis points in the quarter but underperformed the equity
benchmark, which delivered a 0.63% return during the quarter. During June long positions in Gold Fields, AngloGold Ashanti and
FirstRand as well as short positions in an iron ore producer, a luxury goods holding company and a mobile telecommunications
company, cost performance. The Fund returned 19.9% for the 12-month period to June 2021, but failed to keep pace with the
equity market, as the Capped SWIX equity benchmark recorded a 27.6% 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
2.3% and outperformed the Capped SWIX which was up 0.63% during the quarter. The main contributors to performance in June
were long positions in PPC, Twitter and Transaction Capital, while exposure to precious metals costs returns. The Fund was up
19.4% during the last 12-month period to June 2021, compared to the Capped SWIX Index which was up 27.6%.
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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 0.69% and outperformed the Capped SWIX by 6 basis points at the end of
the second quarter. The Fund was up 23.9% during the last 12 months to June 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 reopened 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 a massive 9.3% during the second quarter and outperformed the
Capped SWIX equity index by 8.7%. Holdings in domestically focused ‘SA Inc’ companies contributed strongly to returns, driven by
consensus-beating earnings during the quarter. The Fund was up an impressive 63.1% over the 12-month period to June 2021 and
35.5% 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 0.54% return during quarter two, lagging the local equity market, largely on the back of very low
net exposure to the market. The Fund was up 2.7% for the 12-month period to June 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 posted its third straight
positive quarter and rallied 11.1%. Catalyst finished the quarter behind the benchmark by 38 basis points, as their overweight
to Capcom and Hyprop detracted as well as underweight allocation to Investec. Property and Sirius, which outperformed the
benchmark, contributed negatively to performance relative to the benchmark. The Fund was 3.1% ahead of the All Property
benchmark over a 12-month period, with the benchmark up 25.6%. Catalyst is encouraged to see corporate action in the sector
as companies have become smaller in market capitalisation given the significant sell-off seen in 2020. Catalyst is of the view that
corporate activity is required to increase size and relevance and replace poor management. They remain cautious of the risks
facing the sector in the short term, including further lockdown restrictions and risks of additional rental relief and concessions to
tenants. Short-term returns will in their view likely remain volatile given uncertainties related to the level of dividends and pay-out
ratios, but they anticipate a further re-rate in the sector once we get back to a normalised trading environment and a sustainable
growth rate closer to inflation. Despite the weak property fundamentals, the sector’s forward yield of 9.3% is attractive, and the
ALPI is still trading at a significant discount to net asset value of 20%.

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. SA Listed Property
outperformed all other local classes and delivered a return of 11.1% during quarter two. Sesfikile delivered returns in line with the
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benchmark largely benefitting from underweight exposure to Hyprop and Fortress A, as well as overweight exposure to Dipula
A shares. The portfolio underperformed the benchmark by 2.5% over the last 12 months, on a net basis. According to Sesfikile,
operations continue to be strained from a fundamental point of view with pockets of strength across particular geographies,
sectors and management teams. Rental collection rates have in aggregate improved to approximately 100% of billings before
any discounts for the office and industrial sector, and between 90% and 100% for retail. However at sector level, they believe, very
little of the recent stock performance was due to micro trends and more attributable to macro trends and technical factors. They
believe the sector shift upwards was assisted largely by the continued rotation to value and closing some of the underweight in
the local property sector which has been unloved for quite some time. As such the sector made a swing from deep value in the
latter stages of 2020 to current levels where Sesfikile believes is marginally overvalued. Sesfikile have become increasingly vigilant
to this risk as they feel a significant portion of recent performance is more technical in nature.

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 up
6.8% and 1.3% ahead of the benchmark during quarter two. At a sector-level, drivers of positive relative performance for the
period included US Datacenters, US Triple Nets, Australian REITs, Singapore REITs and Eurozone Communications. Over the last 12
months, the BlackRock portfolio was up 15.1% and outperformed the benchmark by 5.4%. Blackrock attended the annual NAREIT
conference during the second quarter, with many companies providing operating updates. The tone was broadly positive with
nearly every sector seeing sequential improvement in pricing power, cities and offices reopening, and cost of capital supporting
external growth despite an increase in private market valuations. On the margin, the Blackrock team’s cash flow estimates have
increased since year end 2020 and discount rates have normalised as tail risks associated with the pandemic have dissipated. As
such they continue to see ample value opportunities even as the market has re-rated higher.

INTERNATIONAL PROPERTY – CATALYST FUND MANAGERS
During the second quarter, Catalyst returned 7.5% and 2.0% ahead of the benchmark. Catalyst
overweight allocations to US Manufactured Housing, US Single Family Housing, US Apartments, SE
Industrial and US Towers contributed to positive stock outperformance as well as underweights US Data Centres, US Hotels,
AU Malls, SG Diversified and US Health Care. Over the last 12 months, the Fund was 9.2% net of fee rebates and 52 basis points
behind the benchmark. Sectorally, the portfolio has overweight exposure to residential, industrial, healthcare and specialty
sectors relative to the benchmark, while underweight to diversified, retail, hotels and office sectors. Geographically, the manager
maintains an underweight to Japan and Singapore, while overweight the UK, US and Australia. Amidst growing concerns on the
prospect of rising inflation coupled with a potential environment of rising interest rates, the real estate sector overall is anticipated
to perform well within an environment of increasing inflation and interest rates (and particularly versus bonds), if coupled with
economic growth. Catalyst believes that ultimately the underlying fundamentals impacting the various property sub-sectors will
drive long-term performance to a greater extent over time, and thus continue to favour residential real estate, currently their
largest overweight position. Not only should the sub-sector benefit from short annual leases in an inflationary environment, but is
also expected to outperform on the back of robust fundamentals.

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). Global REITs generated strong positive returns, buoyed by a confluence
of supportive factors, most importantly improving operating conditions for real estate, with REIT returns further enhanced by
elevated industry mergers and acquisition activity. Resolution outperformed the benchmark by 37 basis points in rand terms
during quarter two largely on the back of overweight exposure to Equinix, Invitation Homes, and Welltower. Over the last 12
months to June, the Fund underperformed the benchmark by 5.7% due to limited exposure to the value trade. The REIT market is
in their view currently powered by expectations of an operational rebound from the Covid-lows. While Resolution is constructive
on the return outlook for the sector, the portfolio remains oriented to sectors and companies that have strong secular tenant
demand drivers and appropriate capital structures while also having select exposure to segments with the prospect of further
improvement in cash flows as the pandemic eases. They remain defensively positioned with a preference for companies with high
quality balance sheets.
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INTERNATIONAL EQUITY – STATE STREET – GINSGLOBAL
GinsGlobal invests using index management techniques (developed by the State Street Group),
designed to track the performance and risk of the MSCI World Index as consistently as possible. As
at 30 June 2021, the portfolio returned 39.0% (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

%

Rank

Security

%

1

Apple Inc

4.1

6

Alphabet-CI A

1.3

2

Microsoft Corp

3.4

7

Tesla Inc

0.9

3

Amazon.com

2.6

8

Nvidia Corp

0.9

4

Facebook

1.5

9

JP Morgan Chase & Co

0.8

5

Alphabet-CI C

1.3

10

Johnson & Johnson

0.8

INTERNATIONAL EQUITY – ORBIS
Orbis is a contrarian, long-term, value manager that follows a bottom-up stock selection process. The
portfolio returned 40.1% during the past 12-month period ending 30 June 2021, outperforming the
MSCI All Country World Index by 0.9%. The contrarian nature of the manager’s stock selection process means that the strategy
will tend to hold businesses that are currently disliked by the market and are trading at depressed prices, which in turn could
lead to periods of short-term underperformance, but where the manager has identified catalysts of unlocking potential value. The
top contributors to relative performance over the last 12 months were XPO Logistics (1.8%), Howmet Aerospace (1.3%) and Arconic
Corp (1.0%), with Naspers (-2.6%), British American Tobacco (-2.5%) and Newcrest Mining (-1.5%) as the largest detractors from
performance. The Fund maintains an overweight allocation to Europe and UK, as well as emerging markets (predominantly Asia),
while holding less than the benchmark in North America. The manager added to its Naspers holding during the quarter, given the
attractive valuation that allows them to access China’s formidable business, Tencent, as well as other emerging market technology
businesses acquired by Naspers, at a deep discount. Although increased regulatory risk in China remains a headwind for Tencent,
Orbis maintains that its competitive moats remain formidable today, with valuations far from unreasonable. The manager also
took some profits in BMW during the quarter, given the stock’s performance over the last 12 months.
TOP 10 HOLDINGS
Rank

Security

%

Rank

Security

%

1

British American Tobacco

6.8

6

Taiwan Semiconductor

3.0

2

Netease

6.3

7

Anthem

2.9

3

Naspers

5.8

8

Howmet Aerospace

2.7

4

XPO Logistics

5.7

9

Bayerische Motoren Werke

2.6

5

Comcast

3.3

10

ING Groep

2.5

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 47.7% during the past 12-month period ending 30 June 2021, outperforming the MSCI All Country
World Index by 8.5%. Tesla, SEA Ltd, and Moderna were top contributors to relative performance during the last 12 months, each
having added 1.6%, 1.1% and 0.8% respectively, while Naspers (-0.6%), Olympus (-0.5%), and Teladoc (-0.4%) were the largest
detractors. During the quarter, the portfolio saw a marginal increase in exposure to different types of online retail establishments,
where capital investment in logistics looks set to establish long-duration competitive advantages. This was achieved by adding
to Wayfair (online furniture retailer) and initiating a position in Carvana (online used car retailer). The manager also initiated a
position in Li Auto, a Chinese EV manufacturer, to complement the Tesla exposure. These additions were funded by a reduction
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in Amazon, given the exceptional performance to date, and exiting the SoftBank Group position as result of reduction in discount
and increasing governance concerns.
TOP 10 HOLDINGS
Rank

Security

%

Rank

Security

%

1

Naspers

2.9

6

Microsoft

2.3

2

Moody’s

2.6

7

Amazon

2.0

3

Shopify

2.4

8

Anthem

2.0

4

Sea Ltd

2.3

9

Taiwan Semiconductor

2.0

5

Alphabet

2.3

10

MasterCard

2.0

INTERNATIONAL EQUITY: HARRIS ASSOCIATES
Harris Associates applies a long-term investment horizon as they seek out significantly underpriced
companies with strong business fundamentals and proven management teams. They build highconviction concentrated portfolios, underpinned by the bottom-up value investment process and upside potential of each of the
stocks. The portfolio returned 63.8% during the 12-month period ending 30 June 2021, outperforming the MSCI All Country World
Index by 24.6%. Driven by bottom up valuations, the Fund maintains an overweight exposure to Europe and UK, while being
underweight the US. From a portfolio attribution perspective, Alphabet, General Motors (US), Tenet Healthcare, Lloyds Banking
Group and Bank of America (US) were the top contributors to the Fund’s Q2 return, while Credit Suisse (Switzerland), Booking
Holdings, Mastercard (US), Alibaba Group (China) and Ryanair Holdings (Ireland) detracted the most. There was little trading
activity in the Fund during the recent quarter, as the manager is patiently for value in current holdings to be realised.
TOP 10 HOLDINGS
Rank

Security

%

Rank

Security

%

1

Alphabet

5.5

6

Credit Suisse Group

4.1

2

Lloyds banking group

4.8

7

Bank of America Corp

4.1

3

General Motors Co.

4.7

8

Daimler

3.5

4

Bayer

4.2

9

Allianz

3.4

5

TE Connectivity

4.2

10

Naspers

3.2

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
28.1% during the 12-month period ending 30 June 2021, underperforming the MSCI All Country World Index by 11.2%. The manager
maintains the largest sector overweight in software & services and diversified financials, positions that also contributed the most
to relative performance during the quarter, with the largest underweight holdings in banks and capital goods. At a stock level, the
top positive contributors to relative performance during the quarter included Moody’s Corp (0.8%), Intuit Inc (0.8%), and ASML
Holdings (0.4%), with the latter expected to benefit from the global chip shortage. On the other hand, stock picking in consumer
discretionary and health care detracted overt the quarter, with Booking Holdings (-0.6%), Alphabet (-0.2%) and Becton, Dickinson
and Co (-0.2%) as the largest performance detractors.
TOP 10 HOLDINGS
Rank
1

%

Rank

Visa Inc

Security

8.3

6

Security

%

Verisign Inc

4.5

2

ASML Holding NV

6.6

7

Booking Holdings Inc

4.4

3

Moody's Corp

6.4

8

Nestle SA

4.2

4

Microsoft Corp

5.5

9

Estee Lauder

3.9

5

Intuit Inc

4.6

10

Roche Holding AG

3.8
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INTERNATIONAL EQUITY (EMERGING MARKETS) – CORONATION FUND MANAGERS
The Fund underperformed the benchmark over the quarter, mostly due to ongoing regulation
concerns in China affecting the tech industry in particular. The biggest negative attribution was
holding Naspers and Prosus (which have majority of their return coming from Chinese tech giant Tencent). The large fund
holding created a -1% attribution on the Fund. Another large detractor was New Oriental Education, the Chinese online education
company which has suffered as the government announced regulations removing the ability to charge for after-school tutors. At
a stock level, outperformers included momo.com (leading ecommerce retailer in Taiwan) which added 0.40% to the fund after
strong sales. Heineken contributed 0.30% as economic reopening drove up their share price and Brazilian education stock YDUQS
added 0.20%. But the largest outperformance was attributed to Sendas Distribuidora (the cash and carry portion of CBD that was
spun out).

INTERNATIONAL EQUITY (EMERGING MARKETS) – HERMES INVESTMENT MANAGEMENT
The Fund’s largest overweight is in Information Technology, Industrials and Financials. Regional fund
positioning is relatively neutral with a modest overweight in India and underweight in China. The
quarter ended with heightened volatility in China. The Fund continued to lag the benchmark due to regulatory risk dragging down
most equities, across the largest emerging market. Amongst other pending regulatory risks, the Chinese regulator banned certain
education companies from taking profits – a measure seen as severe interference with the openness of the market. Interestingly,
more underperformance came from stocks not held in the portfolio. The Fund has meaningful exposure to Asian tech, which
was particularly hard-hit. Large detractors include Gree Electric Appliances, Prosus, Autohome, Nari Technology and Baozun. Two
other large holdings, Samsung and TSMC, were relatively flat over the period. On the positive side, outperformance came from
Duratex, Natura & Co, Bharat Forge, Grupo Financiero and Hangzhou Tigermed.

AFRICA FRONTIERS – CORONATION FUND MANAGERS
Second quarter returns were more subdued compared to the first quarter strong outperformance.
Regionally Kenya (10.8%) and Morocco (9.5%) were the two major outperforming regions for the
Fund. On the downside, Egypt (-2.7%) and Nigeria (-3.6%) were negative. Zimbabwean assets continued to rally, while forex
liquidity is low but available. The Zimbabwean discount is still in place to fairly represent this illiquidity. Additionally, a valuation
discount has been placed on Nigerian assets for the same reason. Stock outperformers during the quarter include Delta Corp,
Sancomb (MTN Ghana) and Seplat Petroleum, the onshore Nigerian Oil and Gas Company. In terms of detractors, there were
Zimplats, Tanzania breweries and both Nigerian banks.

	SOUTH AFRICAN FIXED INCOME – PRUDENTIAL PORTFOLIO MANAGERS
SA nominal bonds enjoyed strong returns in the second quarter, and Prudential portfolios benefitted
from their overweight exposure to these assets. The asset class is tilted towards longer-dated
maturities, which returned more than their shorter-dated counterparts over the three months (12+-year maturities returned 10.1%
in the second quarter vs the All Bond Index’s 6.9% return). With the yield on the R209 15-year bond ending June at 10.1%, for
example, these securities remain attractive relative to other income assets and their own longer-term history. This will more than
compensate investors for their associated risks. Prudential maintained their exposure to inflation-linked bonds (ILBs) during the
quarter. The gap between ILB and cash real yields narrowed on the back of the rally in ILBs as the 10-year ILB rallied by 80bps, while
cash real yields were steady. In addition, ILB real yields are still attractive compared to their own history. The manager maintained
their substantial underweight in SA cash, since prospective real returns from this asset class are negative and other SA assets
relatively more attractive.
Prudential has added small selective exposure to emerging market government bonds as yields remained particularly attractive.
The manager remains underweight in investment grade corporate credit given that yields are no longer sufficiently high for the risk.
The Prudential Flexible Fixed Income Fund returned 6.84% for the quarter ending June 2021. As at the end of June 2021, the Fund
has a modified duration of 6.6 years and a Fund yield of 9.9%.
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SOUTH AFRICAN FIXED INCOME – CORONATION FUND MANAGERS
June saw developed market central banks maintaining monetary policy rates and revising growth
expectations upwards following increased economic activity and success in rolling out the vaccine
programme. In emerging markets, a few central banks surprised the market with rate hikes as inflation pressure continues to rise.
Central banks in Brazil, Mexico, Russia and Hungary hiked policy rates as inflation concerns mount. Inflation pressures are seen
to be on the upside, owing to base effects, increasing demand and rising commodity prices. In South Africa, headline inflation
accelerated to 5.2% year on year in May from 4.4% year on year in April. Core inflation was stable at 3.1% year on year in May. The
inflation uptick largely reflects base effects related to fuel and somewhat higher food and apparel prices. The South African
Reserve Bank left rates unchanged in May.
At the end of June, shorter-dated fixed-rate negotiable certificates of deposit (NCDs) traded at 6.07% (three-year) and 7.14% (fiveyear). SA’s more moderate inflation expectations suggest that the current pricing of these instruments remains attractive due to
their lower modified duration and, hence, high breakeven relative to cash. The Fund continues to hold decent exposure to these
instruments (fewer floating than fixed).
SA government bonds (SAGBs), despite their recovery in the first quarter, still embed a significant risk premium relative to cash.
The steepness of the yield curve makes the 12- to 15-year area attractive, even if the local rate hiking cycle starts sooner than
expected. Coronation continues to favour positions to SAGBs focused in the 12- to 15-year area of the curve and allocations to ILBs
with a maturity of less than eight years.
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 8.18% for the quarter ending June 2021. As at the end of June
2021, the Fund has a modified duration of 6.7 years and a Fund yield of 9.98%.

	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 0.97% over the quarter ending June 2021 and about 4.14% over the last 12 months, outperforming the
STeFI three-month benchmark return of 4.0%.
The Fund’s maturity position at the end of June 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 6.9% for the quarter ending June 2021. Over this period, bonds with longer maturities (12+ years)
returned 10.1%. Cash yielded 0.9% and inflation-linked bonds 3.0%. The rand strengthened about 3.4% against the dollar over the
quarter. For the 12 months ending June 2021, the local bond market has delivered 13.7%, cash 4.0% and inflation-linked bonds
14.8%.

CORONATION ENHANCED INCOME AND FLEXIBLE FIXED INCOME
June saw developed market central banks maintaining monetary policy rates and revising growth
expectations upwards following increased economic activity and success in rolling out the vaccine
programme. In emerging markets, a few central banks surprised the market with rate hikes as inflation pressure continues to rise.
Central banks in Brazil, Mexico, Russia and Hungary hiked policy rates as inflation concerns mount. Inflation pressures are seen
to be on the upside, owing to base effects, increasing demand and rising commodity prices. In South Africa, headline inflation
accelerated to 5.2% year on year in May from 4.4% year on year in April. Core inflation was stable at 3.1% y/y in May. The inflation
uptick largely reflects base effects related to fuel and somewhat higher food and apparel prices. The South African Reserve Bank
left rates unchanged in May.
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At the end of June, shorter-dated fixed-rate negotiable certificates of deposit (NCDs) traded at 6.07% (three-year) and 7.14% (fiveyear). SA’s more moderate inflation expectations suggest that the current pricing of these instruments remains attractive due to
their lower modified duration and, hence, high breakeven relative to cash. The Fund continues to hold decent exposure to these
instruments (fewer floating than fixed).
SA government bonds (SAGBs), despite their recovery in Q1-21, still embed a significant risk premium relative to cash. The steepness
of the yield curve makes the 12- to 15-year area attractive, even if the local rate hiking cycle starts sooner than expected. Coronation
continue to favour positions to SAGBs focused in the 12- to 15-year area of the curve and allocations to ILBs with a maturity of less
than eight years.

PRUDENTIAL FIXED INCOME
SA nominal bonds enjoyed strong returns in the second quarter, and Prudential portfolios benefitted
from their overweight exposure to these assets. The asset class is tilted towards longer-dated
maturities, which returned more than their shorter-dated counterparts over the three months (12+-year maturities returned 10.1%
in the second quarter vs the All Bond Index’s 6.9% return). With the yield on the R209 15-year bond ending June at 10.1%, for
example, these securities remain attractive relative to other income assets and their own longer-term history. This will more than
compensate investors for their associated risks. Prudential maintained their exposure to inflation-linked bonds (ILBs) during the
quarter. The gap between ILB and cash real yields narrowed on the back of the rally in ILBs as the 10-year ILB rallied by 80bps, while
cash real yields were steady. In addition, ILB real yields are still attractive compared to their own history. The manager maintained
their substantial underweight in SA cash, since prospective real returns from this asset class are negative and other SA assets
relatively more attractive.
Prudential has added small selective exposure to emerging market government bonds as yields remained particularly attractive.
The manager remains underweight in investment grade corporate credit given that yields are no longer sufficiently high for
the risk.

CORONATION ABSOLUTES
The Strategy posted a return of 2% over the quarter and above 18.6% over the past year, well ahead
of its inflation target.
The global economic recovery remains on track. The strong performance of commodities and the positive impact on SA’s terms of
trade have kept the current account in a substantial surplus and has supported the rand.
From an asset allocation point of view, Coronation added exposure to equities after the big pandemic-induced sell-off in early 2020.
The higher equity exposure and consequent strong price recovery contributed the most to the Strategy’s one-year performance.
Within equities, Anglo American, Altron, Northam Platinum, Impala Platinum and FirstRand contributed most to returns, while
British American Tobacco, gold shares and Naspers detracted marginally. Coronation’s investment approach of looking through
the cycle and focusing on normal earnings leads them to remain fully invested in equities at this time. After the sell-off of early
2020, the manager added to the overall equity exposure and have trimmed global equities somewhat on valuation concern.
Coronation maintains a higher SA listed stock exposure where they see good value across many sectors and companies. It is the
global investment universe where Coronation has the most concerns. Global government bonds offer very poor value and the
valuation of equities does not leave much room for disappointment either.
The Strategy consequently holds approximately 25% in offshore assets which is well below its permissible maximum limit.
Coronation remains encouraged by the risk-adjusted opportunities they see and believes returns in excess of inflation is achievable
with the combination of assets currently held within the Strategy.

NINETY ONE ABSOLUTES
For the quarter, the Fund delivered a strong absolute return ahead of its inflation-plus benchmark.
The offshore equity component was the largest contributor to absolute performance. Primary
performance was driven by quality companies, accounting software provider Intuit, credit rating agency Moody’s Investors Service
and software giant Microsoft.
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The local equity component also added to absolute returns. Consumer services and financials continued to perform well. In this
environment, primary contributors to returns included Capitec Bank and food service company Bid Corp. Luxury goods maker
Richemont and beverage (alcohol) producer Distell Group also enhanced gains. The local bond component also added to absolute
performance as the JSE All Bond Index outperformed local equities, despite foreigners going on a selling spree. The commodity
holding in the NewGold exchange-traded fund (ETF) marginally added to returns. The cash component in the portfolio marginally
added to returns.
From a stock selection perspective, Naspers detracted from absolute performance. In the offshore component, online travel agent
Booking Holdings and drug maker Johnson & Johnson weighed on performance. During the period, Ninety One added to existing
positions in Naspers and Clicks Group and trimmed the position in Richemont, following a strong run in its share price.
The preferred asset class remains global equity. Locally, the best opportunity remains South African government bonds. South
Africa’s real interest rates (the interest rates after subtracting inflation) remain among the highest in the world. With yields of
around 9.3%, these instruments offer higher risk-adjusted return potential than most SA shares. While Ninety One have been
increasing their 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.

SANLAM INVESTMENT MANAGERS (SIM) ABSOLUTES
Global growth momentum remains strong, as evidenced by the Purchasing Managers’ Index (PMI)
releases across a number of major economies. The effective domestic equity allocation of the Fund
was largely flat, with a weak market counteracting the fact that SIM added to the Fund’s physical
equity position. No action was taken with respect to the Fund’s allocation to listed property. SIM increased the nominal bond
allocation through the purchase of R2032 bonds late in the month, while the ILB allocation was unchanged. The allocation to cash
and short-term interest-bearing instruments fell, owing to the purchases of physical equities as well as nominal bonds. The Fund’s
offshore equity allocation increased as a result of market performance, as well as a weaker ZAR (which lost 4.0% in the month). The
allocations to global property as well as bonds were unchanged, although the cash allocation rose on the back of ZAR weakness.

CORONATION MANAGED
The Strategy delivered a positive return over the quarter. Performance over the last 12 months has
benefited from recovering markets, asset allocation decisions, and alpha in the domestic and global
equity building blocks. The Strategy has performed well against benchmarks and its peer group over all meaningful time periods.
High levels of sovereign indebtedness and low yields keep Coronation cautious on global bonds. There is a rising risk of inflation as
economic restrictions ease amidst tight labour markets.
Local interest rates are expected to remain lower for longer as inflation remains relatively contained. Coronation added to the
position in SA government bonds, given the improving backdrop and the attractive real yields on offer. Having increased exposure
to SA equities during 2020, they remain overweight in the asset class, given the breadth of value on offer in resources, global
stocks domestically listed and domestic shares. Domestic companies continued to report results ahead of expectations due to
more resilient economic activity and stringent cost-cutting. This has resulted in strong free cashflow generation. The Strategy
remains overweight resource shares given their attractive valuations. The investment case is not premised on higher commodity
prices but rather on the undemanding multiples and generous free cash flow yields even after adjusting commodity prices lower.
In addition, decarbonisation should support sustained demand for metals. Major diversified holdings continue to include Anglo
American, Glencore and Exxaro. Coronation has built a position in the gold equities, which offer upside and reasonably priced
protection. The Strategy continues to have considerable exposure to several of the global businesses listed domestically. Major
holdings include Naspers, British American Tobacco, Quilter, Bidcorp, Textainer and Aspen. The banks raised significant provisions
related to Covid-19 during 2020. Actual defaults are proving to be lower than expected, supporting a faster recovery in earnings for
the sector. Coronation increased the domestic banks’ exposure during the quarter. Life companies continue to face headwinds,
both from lower new business volumes and higher mortality risks related to Covid-19 infections.
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The domestic property sector remains challenged as reduced demand for space in both retail and office threatens future rental
tension. This, combined with escalating costs (rates, electricity and water), provides ongoing headwinds. However, a more resilient
domestic economy should aid faster deleveraging, reducing the size of the capital raises required. Exposure in the Strategy
remains small and is predominantly through the more defensive ‘A’ shares.
While the past 18 months have seen a huge amount of volatility and fluctuating outlooks, the focus remains on seeking out
opportunities where the longer-term prospects of assets are mispriced by the market. Coronation continues to believe that this
patience will be rewarded.

PRUDENTIAL MANAGED
On offshore asset allocation, Prudential remained slightly overweight global equities versus global
bonds, global property and cash during the quarter. Within the global equity positioning, US equities
continued to be expensive compared to other markets, thus Prudential kept their underweight positioning in the US market in
favour of selected European and emerging market equities. Prudential has added small selective exposure to emerging market
government bonds as yields remained particularly attractive. The manager remains underweight in investment grade corporate
credit given that yields are no longer sufficiently high for the associated risks.
Prudential’s best investment view remains overweight SA equities in the second quarter. SA equity valuations (as measured by
the forward Price/Earnings ratio of the FTSE/JSE Capped SWIX) became somewhat more attractive over the quarter, moving
from around 9.7X at the beginning of the quarter to around 9.2X at quarter-end as equity prices moved sideways but earnings
expectations rose. Prudential’s overweight to financial stocks added to portfolio value with contributions from Investec, Absa,
Standard Bank, Remgro and Old Mutual as notable performers. Other good returns came from exposure to retailers like Foschini
and Truworths, as well as Richemont and PPC.
A large detractor to performance over the period was Naspers, which was under threat from Chinese regulators and garnered
negative investor sentiment regarding its proposed share exchange with associate company Prosus. Resource holdings such as
Amplats, Implats and Northam also detracted from value as this sector underperformed.
The manager has maintained their positioning in SA listed property in the second quarter. Risks around property company
earnings remain high, combined with the continuing relatively high debt levels in the sector.
Local bonds are tilted towards longer-dated maturities. With the yield on the R209 15-year bond ending June at 10.1%, for
example, these securities remain attractive relative to other income assets and their own longer-term history. This will more than
compensate investors for their associated risks. Prudential maintained their exposure to inflation-linked bonds (ILBs) during the
quarter. The manager maintained their substantial underweight in SA cash, since prospective real returns from this asset class are
negative and other SA assets relatively more attractive.

ALLAN GRAY MANAGED
The Portfolio returned 1% for the quarter. The local equity market traded sideways, following a very
strong fourth quarter (10%) and first quarter (13%). Fixed income has contributed to returns, while the
foreign portion of the Portfolio marginally detracted from returns, given the strength of the rand.
Many domestic businesses have been very good investments over the past year, despite facing a tough economic outlook. Share
prices of these businesses were depressed following the initial COVID-19 market turmoil and were in many cases discounting
a worst-case scenario. A good example would be South African banks. For most of the last year, share prices of SA banks have
implied expected credit losses much worse than the 2008-2009 recession – an unlikely outcome, in Gray’s view. The SA banks
index is up 48% over the last year, but still lower than before the pandemic. Banks remain a significant holding in the Portfolio.
A similar example is the domestic clothing retailers, which have enjoyed an even sharper recovery. Many of these shares, such as
Mr Price and Foschini, are now at higher levels than before COVID-19. The Portfolio has sold a large portion of its position in these
shares.
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The ALSI is now significantly higher than it was before the pandemic – 21% up from the start of 2020. Is this not a sign that it
is time to reduce local equity exposure? Not necessarily – Allan Gray’s bottom-up stock picking is still finding many attractively
priced opportunities. It is important to remember that the strength of the ALSI has largely been driven by mining companies and
some large dual-listed industrials, such as Richemont. This has masked the relative weakness of other areas of the market. High
commodity prices have been a significant tailwind to mining shares. The Portfolio’s holding of government bonds is higher than
it has been in recent years, taking advantage of the steep yield curve. However, the fixed income portion remains conservatively
managed, with low duration and modest exposure to credit risk.
The offshore component of the Portfolio is invested in the Selection of Orbis Funds which comprises a mix of underlying Orbis
equity, balanced and absolute return funds. Over the quarter, the net equity weight increased marginally from 55% to 57%, while
the hedged equity weight declined from 39% to 38%. At a regional level, Selection remains overweight emerging markets and
significantly underweight the US market.

NINETY ONE MANAGED
Investors continued to weigh on encouraging global economic recovery against associated inflation
worries and the potential scaling back of ultra-loose monetary policy in the second quarter.
Nonetheless, optimism from the ongoing rollout in vaccination programmes and increasing economic activity, especially in the
United States, continued to lend support to financial markets.
The South African stock market weakened in June after a seven-month positive stretch.
For the quarter, the Fund delivered positive absolute returns but lagged the benchmark. On the local front, the allocation to the
South African apparel retailers (The Foschini Group, Truworths International, Pepkor Holdings and Mr Price Group) and South
African banks (Capitec Bank, ABSA Group and FirstRand) performed well over the quarter. Performance was further enhanced
by holdings in MTN Group, Richemont and Investec. The offshore equity component benefitted from exposure to US big tech
(Amazon, Alphabet, Facebook and Microsoft) and the China A shares also added to performance over the quarter. Exposure to
South African credit and government bonds added value.
After a strong first quarter, the allocation to the Platinum Group Metals stocks (Impala and Anglo American Platinum) came under
pressure over the quarter. Ninety One’s holding in Naspers and Prosus also detracted from performance over the quarter. The
exposure to Japanese equities weighed on the offshore equity component of the portfolio. Furthermore, the strong rand eroded
offshore earnings, and overall, the offshore component of the portfolio detracted from performance.
The offshore allocation remains favourably disposed to equities, with a tilt towards cyclical companies where earnings have
troughed and are recovering and valuations are reasonable. Allocations to US banks and semi-conductor companies continue to
see upgrades to forecasts as the economic recovery takes hold. Ninety One also 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, a positive skew towards Asia, as Chinese markets continue to exhibit reasonable
valuations, while earnings have substantial upside over the medium term. China’s consumer industries have great growth potential
given the low penetration levels in many consumer sectors, while increasing household wealth is driving consumption upgrades.
The local equity composition is well diversified, and the portfolio remains tilted towards select cyclical exposures at the expense of
more defensive holdings. Ninety One have been adding to existing exposure in Bid Corp and Aspen Pharmacare. These stocks also
provide additional protection against any potential rand weakness. This sits alongside a healthy allocation to global cyclical stocks
(diversified miners, platinum miners, Sappi, Sasol and luxury goods maker, Richemont) geared to the global economic cycle.
The portfolio further has a healthy allocation to South African banks, where earnings revisions have started to turn positive and
valuations are attractive. This sits alongside exposure to apparel retailers and Motus Holdings which have good earnings revisions
profiles and are trading at reasonable valuations.
Ninety One has maintained the material allocation to local sovereign bonds, especially within the context of the global fixed
income universe. The SARB is facing less pressure than other emerging market central bankers to raise interest rates and are
currently on hold. The continued willingness to exercise fiscal prudence and the further reduced supply will provide some support
to bonds.
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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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