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I wrote my last quarterly update two weeks after recovering from COVID-19. Thankfully I didn’t really get sick and went about 
my days without the virus having any real impact on my daily life (other than having to quarantine in Zanzibar for an extra 
nine days). This update focuses on responsible investing and the importance thereof. My time in Zanzibar and return trip 
home highlighted a few Environmental, Social and Governance (ESG) issues that I will use to lead into the main section of 
my update.

I snorkelled off off the coast of one of the islands after having swum with dolphins and noticed the bleached rocks with 
minimal coral. My wife commented on our fortune in not getting sick as the hospital we passed on the way to our hotel and 
struggle to buy any preventative medicines left a lot to be desired. We flew back via Addis Ababa and at 22:00 there were at 
least 30 Ethiopian Airline planes on the tarmac with three flights due to leave within five minutes of our return flight.

The first point relates to the importance of caring for our environment. Probably 20 or 30 years ago snorkelers would have 
seen far more fish than I did. Poverty and limited healthcare are social issues that need to be addressed worldwide. Proper 
governance would have saved SAA from having just one plane on the tarmac when we landed at OR Tambo.

We all experience the benefits of good ESG practices and suffer from poor ESG practices. Responsible investing seeks to bring 
prosperity not only now but a long way into the future. As Old Mutual Multi-Managers, we have just released our second 
Responsible Investing report. I am so impressed by what our investment team has delivered this year. It is also heart warming 
to see how engrained a responsible investing culture has developed in the team. This year’s report is well worth a read as 
it shows that manager research and portfolio construction is not one dimensional and has many facets. In many respects 
the report presents a summary of what asset managers locally and internationally are doing ranging from infrastructure 
development, remuneration policies, transformation and diversity to changing business practices and not only voting at 
AGMs but also voting with their feet by withdrawing investments from companies who don’t manage with a sustainability 
focus.

The report is fairly lengthy, but I would encourage that you read the whole document. You will find gems in some of the case 
studies and anecdotes such as “can a fixed income analyst change the mind of a Russian president?” The research done for 
the report presents evidence of the progress made by a number of asset managers; showing that the industry is having an 
impact on all our futures. Enjoy the read and feel free to share it. If there are any issues that you would like us to report on 
next year, I would be very happy to take your suggestions.

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 and stay well,

Trevor

BUSINESS UPDATE
TREVOR PASCOE
Managing Director
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OVERVIEW OF OUR INVESTMENT OFFERINGS

FUND CATEGORY

Old Mutual Multi-Managers Max 28 Fund

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

Old Mutual Multi-Managers Inflation Plus 3-5%

Old Mutual Multi-Managers Inflation Plus 5-7%

Old Mutual Multi-Managers 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 

Tracker FundsOld Mutual Multi-Managers Moderate Tracker Fund 

Old Mutual Multi-Managers Conservative Fund 

THE FUND DESCRIPTION AND OBJECTIVES ARE OUTLINED BELOW: 

STRATEGY FUNDS
The Strategy Funds are a set of investment strategies that is constructed to achieve specific real return (after-inflation) targets over 
a recommended minimum investment period. The objectives of the Strategy Funds are summarised as follows:
•  Max 28 Fund - aims to achieve returns equal to CPI+6-7%  over a ten-year period
•  Inflation Plus 1-3% Strategy – aims to achieve returns equal to CPI+1-3% over a three-year period
•  Inflation Plus 3-5% Strategy – aims to achieve returns equal to CPI+3-5% over a five-year period
•  Inflation Plus 5-7% Strategy – aims to achieve returns equal to CPI+5-7% over a seven-year period

RISK AWARE 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:
•  Conservative Tracker Fund - aims to achieve a return of 1%-3% above inflation over rolling three-year periods.
•  Moderate Tracker Fund - aims to achieve a return of 3%-5% above inflation over rolling five-year periods.
•  Balanced Tracker Fund - aims to achieve a return of 4%-6% above inflation over rolling seven-year periods.
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Dear Clients

During the third quarter of 2021, we communicated to you on the following:

GENERAL BUSINESS
•  Staff Resignation – Taruona Mhuru (14 July 2021)
I regret to inform you that Taruona Mhuru, Old Mutual Multi-Managers’ Product and Performance Team Manager, left  
Old Mutual Multi-Managers with effect from 31 July 2021.

•  Enquiry Management System (16 July 2021)
With effect from 19 July 2021, the Old Mutual Multi-Managers Operations team implemented a new system called Enquiry 
Management System (EMS). EMS is a communications engine used throughout Old Mutual which was recently implemented 
by our Client Relationship Management (CRM) team that has many useful features to enable us to understand how well we 
are managing daily instructions and queries linked to this process. This technology will enable us to track that all trades are 
processed timeously and monitor the metrics across our client base. 

For all queries relating to operational matters like pricing and trades please continue sending these emails to the Operations 
team at ommmoperations@ommm.co.za. Effective 2 August 2021, your enquiry will also have a unique reference number 
similar to the trade instruction process. Do not include the personal email addresses of our operational staff Tasneem Allie, 
Carmelita Peters, Mary-Anne October, Caron Tobias or Vuyiswa Msila any longer, as these will no longer be used for external 
communication purposes. 

The CRM team will continue to manage non-trade related matters so please continue using 
ommmclientquery@ommm.co.za for those requests.

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 | Customer Support 

CLIENT COMMUNICATION SUMMARY
JO-ANN DE KLERK
Head | Customer Support
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This is an excerpt from our recently published Responsible Investing Report for 2020.

The COVID-19 pandemic has impacted on every person and organisation across the world, changing the lives of individuals, 
families and communities and transforming the day-to-day operations and long-term strategies of businesses – including 
those in which our managers invest. The circumstances created by the pandemic forced a comprehensive rethink of the ways 
that these companies do business. Those that could, shifted to working from home arrangements; business travel ground to 
a halt and every business gathering, from small team sessions to annual general meetings became online events. 

Most companies with strong balance sheets were able to weather the storm, but those that were already weighed down 
by debt were hard pressed to remain in operation. In this environment, certain ESG risks became heightened and the 
importance of strong environmental and social sustainability principles and a commitment to good governance was needed.

SOCIAL ISSUES THRUST TO THE FORE
Of the three letters in the ESG acronym, the COVID-19 pandemic particularly focused the minds of our managers on the “S” - 
the social component. The crisis highlighted the interconnected nature of the world’s social and economic systems, as global 
lockdowns shut down supply chains and brought about the suspension of economic activity. The knock-on effects of such 
conditions included rising unemployment and a loss of income for many. This brought issues such as inequality to the fore, 
as the more vulnerable segments of our society bore the economic brunt of lockdowns and related policies. 

In South Africa, already one of the most unequal societies in the world, social and economic differences were particularly 
exposed by the pandemic. That said, the difficulties experienced by many members of society also brought out the good in 
most organisations, with efforts of corporate South Africa largely rallying to provide help and support to vulnerable people 
and communities. Significant contributions were made towards support initiatives such as the Solidarity Fund and, in some 
instances, we even saw companies shifting their core production focus to provide medical supplies and protective equipment 
for health care professionals. 

One of our managers noted that the COVID-19 crisis has likely accelerated the shift in focus for companies from shareholder 
capitalism to stakeholder capitalism, and raised awareness of the importance of creating long-term value for all stakeholders, 
including customers, employees, wider society and the planet. This broader support of all stakeholders, and a social licence 
to operate, are increasingly becoming fundamental to long-term value creation. 

Discussions around the social component of ESG during the time of COVID-19 have highlighted the fact that companies 
themselves have had a wide range of issues and challenges to overcome since the crisis began. The most obvious of these 
has been the need to balance their own survival as a business with the imperative to continue acting in the interest of 
stakeholders in order to protect the long-term viability and sustainability of their organisation. As a result, issues like human 
capital management, employee job satisfaction, supply chain resilience, consumer welfare, and community involvement 
have taken centre stage for many businesses since early in 2020 when COVID-19 first began to transform the global operating 
environment. 

COVID-19 AND THE ESG IMPERATIVE
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Given the social nature of the crisis, areas such as health and safety and the fair treatment of workers became key social 
risks that companies have needed to manage. Our managers observed that many companies have stepped up during this 
time, acting proactively to address these risks and ensure that their employees are protected and treated well. While some 
retrenchments were inevitable, and necessary for survival, especially in industries and sectors that have been hardest hit 
by the pandemic, many companies have done everything possible to avoid laying off staff and made every effort to retain 
workers on full salaries and wages despite the financial pressure this has placed on their businesses. In most cases, this has 
been driven by a recognition of both the moral responsibility they have to their employees, and the business imperative to 
retain staff and secure the long-term sustainability of the business. For many companies, this has meant that they have not 
only kept their staff on, but have also invested into increased training, work-from-home facilities and the creation of safer 
on-site working environments. 

Companies largely recognise that, in the long-term, those that have invested time and effort in addressing supply 
chain risks will be in a better position to manage any future disruptions in their businesses; and those that offer 
employees more work flexibility, and are focused on their wellbeing, have a higher potential to deliver sustainable 
value for all their stakeholders going forward.

At a governmental level, our managers noted a greater awareness of the potential for governments to impose the costs of 
externalities that were previously borne by wider society on companies. This is a heightened social risk, and only time will 
tell whether the reactions of governments to the crisis were sufficient, insufficient or, possibly even economically and socially 
destructive. In the South African context, the potential exists for the pandemic to have a significant impact in altering the 
path of government and central bank policy, with a much more acute focus on reducing the inequality gap going forward, 
which could serve to reduce longer term risks. 

HOW OUR MANAGERS ARE RESPONDING TO HEIGHTENED SOCIAL RISKS
Without exception, our managers acknowledge that the COVID-19 crisis has highlighted the fact that social risks can 
have immediate and widespread material impacts on companies. Possibly more importantly, these effects can be very 
difficult to predict. As a result, most are now asking additional questions of companies with regards to social issues 
such as employee safety and the strength of their customer relations. One manager acknowledged that prior to the 
pandemic their ESG approach largely focused on governance issues, but that the pandemic has widened their focus to 
incorporate more social and environmental issues and assess the risk management approaches of companies around 
these issues. 

ENVIRONMENTAL AND GOVERNANCE RISKS SHOULD CERTAINLY NOT BE IGNORED
While the COVID-19 pandemic largely had social implications, it also raised significant concerns around the “E” (environmental) 
and “G” (governance) aspects of the ESG framework. The pandemic served as a reminder of how quickly the global business 
and investment landscape can change and how previously non-material issues can become material virtually overnight. 
From a governance perspective, examples of this include business continuity plans, key person risk and IT/technology risk, 
which has increased in significance as a key governance risk for many organisations since the pandemic began. 

AN EXAMPLE OF ESG COMMITMENT IN ACTION LOCALLY
Old Mutual
As a responsible business and corporate citizen, Old Mutual has undertaken a number of initiatives aimed at providing 
Covid-19 support across all its stakeholder groups, from employees to customers to communities. To date, some of 
these initiatives have included:
•   A donation of R50 million towards relief efforts that support education, hygiene awareness and nutrition
•   A contribution of R5 million towards personal protective equipment for essential service workers
•    The offer of premium-free cover worth R4 billion to nearly half a million registered healthcare workers
•   A pledge of R40 million to assist small businesses in the short-term insurance industry to remain solvent
•   Salary cuts for Old Mutual’s executives, with the money redirected to the Solidarity Fund
•   Additional funds raised from staff donations through the Payroll Giving platform
•     The conversion of Old Mutual’s Mupine facility in Pinelands to a Covid-19 testing centre in partnership with Lancet 

Laboratories
•     A partnership with Netcare to open a private vaccination centre at Mutualpark in Pinelands, with plans to open more 

vaccination sites countrywide 
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A number of our managers point to a high probability that digital risks, such as data privacy and cyber security, will 
become heightened as a result of the work-from-home environment, which looks set to become more permanent and 
which makes the monitoring of employees’ digital activities far more difficult. 

Of course, there have been aspects of governance that have actually improved as a result of the pandemic. For one, many 
companies have focused more intently on ensuring that communication channels between shareholders, executive teams 
and boards of directors remain open. At the onset on the pandemic, some companies still held closed AGMs and did not 
broadcast their meetings to allow engagement by shareholders. This was mostly due to the slow transition these businesses 
made to working from home arrangements. While virtual AGMs remain a challenge for some companies, and others required 
time to acclimatise to the new online working environment, there has generally been an improvement in this area.

From an environmental perspective, the pandemic has served to highlight just how severe the impact of many human 
activities is on the planet and its resources. In many cases, this impact has been shown to be far greater than previously 
estimated. In particular, COVID-19 has shown us the extent of the unintended consequences of activities like business travel, 
traffic and many types of industrial activity on the environment. Some of our managers believe that, in this way, the pandemic 
has helped to permanently shift perceptions on environmental risks and accelerate the transition to clean energy and the 
green economy.

The pandemic has also had an impact on investor behaviour, and this may have an impact on asset allocation decisions 
in the future. One of our fixed income managers, for example, highlighted an increase in global issuance of social and 
sustainability bonds.

In South Africa, our Minister of Finance announced plans to amend Regulation 28 of the Pension Funds Act to improve the 
ease with which retirement funds can finance infrastructure projects to help kick-start economic development. In light of 
the pandemic, there has also been a growing public awareness of the climate crisis, which may lead to a shift in investor 
approach from morally agnostic to greater alignment with personal ethical concerns. This is evidenced in a growing investor 
appetite for sustainable products. 

Overall, in the aftermath of the pandemic, our managers expect that there will be a positive tailwind for ESG adoption 
and focus going forward.

AN EXAMPLE OF ESG COMMITMENT IN ACTION GLOBALLY
BlackRock
As one of the world’s largest asset managers, BlackRock has truly global reach. They have committed $50 million to 
relief efforts, helping to support people impacted by the crisis, especially in the communities where they operate. 

The first phase of their support funding was aimed at supporting frontline responders locally, regionally and globally. 
A tranche of $18 million in funding was deployed to food banks and community organisations across America and 
Europe that work directly with vulnerable populations. BlackRock learnt from past emergency relief efforts that, in 
addition to nourishment, food banks also provide a vital lifeline amid the uncertainty and confusion. Below are some 
other highlights from support efforts across the many regions in which BlackRock operates:

•     US: $10 million in funding provided to organisations such as Feeding America, The Robin Hood Foundation Relief 
Fund, Tipping Point Community COVID-19 Response Campaign and numerous partner food banks where BlackRock 
employees volunteer. 

•     Europe: Approximately $5.5 million allocated to national food bank networks operating in Italy, France, Germany and 
Spain; as well as disaster and medical response organisations such as National Emergencies Trust (UK) and Médecins 
Sans Frontières (Doctors Without Borders). 

•     Global: Roughly $6 million initially allocated to relief organisations across a number of geographies. These include 
funding to the Global Food Banking Network, which helped to meet needs in Asia, India and Latin America; as well as 
support for frontline response in India and funding for Give2Asia, which supported regions such as Singapore, Hong 
Kong, Japan, Taiwan, South Korea and Australia. 

In addition to these relief efforts, BlackRock double matched their employees’ contributions to local organisations 
working to address the crisis in their local communities. 



LOCAL AND 
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SYNOPSIS:
•  Global bonds and equities lower as investors focus on risks. 
•  Energy prices surged amid shortages and bottlenecks.
•  Local bonds and equities also lower.

GLOBAL
After a run of seven straight positive months, it should not have been a huge surprise that global equities were negative in 
September, but the decline was particularly severe. The MSCI All Country World Index experienced its worst month in a year. 
It fell 4% in US dollars, reducing the year-to-date gain to 11%. Over 12 months, global equities returned 27.4%, benefiting from 
strong growth in corporate earnings.  

Growth shares are particularly vulnerable to higher bond yields and lost 4.5% in the month while value shares lost 2.6%. On 
a year-to-date basis, value shares are still ahead with a return of 13% compared to 11% for growth shares.

In terms of regions, the US S&P 500 declined 4% in September, but still returned an impressive 30% over one year. The 
Eurostoxx 600 Index lost 3.3% in the month but returned 29% over one year in euros. 

Japanese equities declined 5.5% in yen in the month, with the Nikkei 225’s one-year return at 29%.  

Concerns over slowing growth and weakness in the property sector weighed on Chinese shares, the biggest constituent of 
the MSCI Emerging Market Index. Brazil also experienced double digit dollar losses. Emerging market equities lost 3.9% in 
September in dollars. The one-year index return of 18% lags developed markets. 

Government bond yields rose in September as inflationary pressures remained stubbornly high and expectations for tighter 
monetary policy start to build. The benchmark US 10-year Treasury yield increased from 1.3% to 1.5% but remains extremely 
low in absolute terms. Nonetheless, global bond returns were negative in dollar terms in September, with the Bloomberg 
Global Aggregate Bond Index losing 1.8% in dollars in the month. This means the global fixed income benchmark has lost 
4% so far this year. 

Global listed property was also sharply negative in September with the FTSE/EPRA Nareit Developed Index losing 5.8% in 
dollars. This cut the year-to-date return to 15% and the one-year return to 29%. This is still ahead of global equities. 

With the Fed now almost certainly on track to reduce stimulus, well ahead of other major central banks, the dollar was 
stronger. As a rule, the greenback also benefits from bouts of risk aversion. It gained 1.8% against the euro, closing the month 
at $1.16, and 1.5% against the yen. 

Energy prices surged in September, but industrial metals came under pressure from worries over Chinese demand. Brent 
crude oil rose 7% in the month to a three-year high of $78 per barrel. Natural gas prices surged, as did coal, jumping more 
than 36% in the month. 

Gold closed lower at $1 732 per ounce and lost 7% over the past year despite global inflation fears. Platinum and especially 
palladium were also negative in the month as global auto production remains constrained by a semiconductor shortage. 
Iron ore fell 29% in September and is now 8% lower than a year ago at $107 per tonne. Copper was 6% lower in the month.

LOCAL AND INTERNATIONAL 
MARKET COMMENTARY
IZAK ODENDAAL
Investment Strategist
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LOCAL
Local equities followed global markets lower in September. The FTSE/JSE Capped SWIX lost 1.4% in the month, which reduced 
the return for the first nine months of the year to 16.9% and the 12-month return to 30%. The FTSE/JSE All Share Index has a 
greater weighting to mining shares and lost 3% in the month. 

Weaker industrial and precious metals prices pulled down the shares of mining companies, particularly PGM miners. The 
resources index lost 9% in the month, reducing the year-to-date return to 8.7% and the one-year return to 17%. The industrials 
index was marginally negative in September. It lost 0.7% in the month, dragging year-to-date returns down to 9% and 
12-month returns to 17%.

On the other hand, financials were positive again in September, gaining 2%. Financials are ahead on a year-to-date and one-
year basis, with returns of 26% and 51% respectively. It also means the financial index has finally regained pandemic-related 
losses. 

Listed property was marginally lower in September. The FTSE/JSE All Property Index lost 0.3% in the month but the 12-month 
return remains impressive at 58%. Despite this strong recovery, the index has yet to return to pre-pandemic levels.  

Local bonds sold off with their global counterparts, and the All Bond Index lost 2% in the month. However, the year-to-date 
return of 5.4% and one-year return of 12.5% is still well ahead of cash. Inflation-linked bonds were marginally positive in the 
month and returned 16% over 12 months. 

The rand lost ground against a stronger US dollar. It ended the month 4% weaker at R15.05 per dollar. From the point of view 
of local investors, this cushioned the blow from declines in global equities and property in the month, but over the past year 
the currency detracted by gaining 10%.

LOCAL AND INTERNATIONAL MARKET COMMENTARY

This document is for information purposes only and does not constitute financial advice in any way or form. It is important to consult a financial planner to receive 
financial advice before acting on any information contained herein. Old Mutual Wealth and its directors, officers and employees shall not be responsible and disclaims 
all liability for any loss, damage (whether direct, indirect, special or consequential) and/or expense of any nature whatsoever, which may be suffered as a result of or 
which may be attributable, directly or indirectly, to the use of, or reliance upon any information contained in this document. Old Mutual Wealth is brought to you 
through several authorised Financial Services Providers in the Old Mutual Group who make up the elite service offering.
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MARKET INDICES PERFORMANCE TABLE
January 1999 - September 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) -0.84% 12.25% 23.19% 12.10% 8.58% 7.24% 7.83% 11.50% 10.58%

JSE SWIX (J403T) 0.51% 11.78% 22.85% 9.62% 6.38% 4.97% 5.37% 10.92% 10.63%

JSE Top 40 (J200T) -1.60% 10.45% 20.25% 12.68% 8.96% 7.51% 8.37% 11.57% 10.34%

JSE INDI (J257T) -4.30% 8.93% 16.97% 10.46% 7.50% 3.48% 5.04% 13.35% 13.68%

JSE RESI (J210T) -3.83% 8.32% 16.83% 22.00% 16.03% 19.02% 17.47% 6.05% 5.67%

JSE Midcaps (J201T) 7.16% 24.13% 41.12% 9.55% 8.05% 5.47% 3.76% 10.22% 11.59%

JSE Smallcaps (J202T) 11.72% 46.28% 78.32% 21.22% 9.03% 5.48% 4.35% 11.60% 11.34%

JSE Value (J330T) 5.40% 23.89% 38.35% 9.68% 5.84% 6.10% 5.99% 8.07% 7.97%

JSE Growth (J331T) -6.86% 1.74% 10.05% 13.43% 10.49% 8.00% 8.94% 13.67% 12.28%

ALBI 0.37% 5.38% 12.46% 7.93% 9.08% 8.59% 8.51% 8.27% 8.52%

STeFI 0.95% 2.80% 3.80% 4.99% 5.77% 6.14% 6.43% 6.21% 7.03%

FTSE/JSE Africa SA List 
Prop (SAPY) (J253T) 5.94% 26.39% 54.43% -8.74% -6.77% -9.08% -5.64% 5.46% 9.31%

FTSE 100 INDEX 3.56% 10.82% 13.64% 1.91% 1.23% 1.86% 3.13% 8.39% 3.44%

COMPOSITE DAX INDEX 1.40% 7.90% 7.01% 14.92% 9.70% 7.30% 10.90% 16.96% 10.92%

NIKKEI 225 INDEX 7.22% 1.71% 8.37% 14.07% 9.74% 12.93% 12.20% 15.91% 9.20%

SA CPI 1.75% 4.44% 4.89% 3.99% 4.10% 4.31% 4.40% 5.03% 5.60%

STeFI 0.0095 0.028 0.038 0.0499 0.0577 0.0614 0.0643 0.0621 0.0703

Currency: ZAR
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INDUSTRY UPDATES

AEON INVESTMENT MANAGEMENT
Aeon announced some executive appointments and changes to their board of directors during the quarter. Cami Mbulawa, 
who has been serving on the firm’s board as an Independent Non-Executive Director since October 2016, has been appointed 
Chairperson of the board, effective 1 July 2021. Mbulawa succeeds Asief Mohamed, who has been the Chairperson since the 
inception of the firm. In addition, Tshego Modise was announced as Aeon’s Chief Executive Officer with effect from 1 July 2021. 
Modise previously held the role of Head of Business Development at the firm. 

MAZI ASSET MANAGEMENT
Mazi announced a number of strategic leadership developments during the quarter. The Chief Executive Officer role in the business 
has been formalised, with Malungelo Zilimbola assuming the newly formalised role with a focus on leading the business and its 
growth initiatives going forward. Asanda Notshe has been appointed as the Chief Investment Officer of Mazi with effect from  
1 September 2021. Notshe has occupied various positions in the company previously, including Head of Research, Senior Portfolio 
Manager and Senior Analyst. Mazi has also convened a new management structure in the form of a Management Committee, 
which is constituted by the various divisional managers within the business. 

In addition, Mazi also announced the appointment of Vuyo Mvulane as the Head of Business Development and Client Service, with 
effect from 1 July 2021. Mvulane was previously Head of Institutional Business Development at Prescient. Mazi also announced the 
retirement of their current Head of Research, Seth Boakye-Dankwah, with effect from the end of August 2021. 

ORBIS
Orbis announced some leadership appointments during the quarter. William Gray will be handing over the day-to-day leadership 
of the firm to Adam Karr, who will lead the investment team while continuing in his role as a Portfolio Manager, and Darren 
Johnston, who will lead the business team. Karr will serve as President and Portfolio Manager, while Johnston will serve as Chief 
Operating Officer. These leadership appointments are effective from 31 December 2021. William Gray will remain as chair of the 
Orbis Holdings Limited and Orbis Funds boards and will maintain his existing directorships of the other asset managers in the 
Allan Gray and Orbis group, including his position on the Allan Gray Proprietary Limited Board. 

PRESCIENT INVESTMENT MANAGEMENT
Prescient announced two new appointments during the quarter. Odwa Sihlobo joined Prescient Investment Management 
on 1 June 2021 as a Portfolio Manager and co-head of their Multi-Asset team, alongside Rupert Hare. Before joining Prescient 
Investment Management, Sihlobo was a top-rated Analyst at Prescient Securities. In addition, Prescient has appointed Luzuko 
Nomjana as a Portfolio Manager in their infrastructure investment team. Nomjana joins Prescient from Futuregrowth, where he 
previously worked as an Investment Analyst in unlisted debt. 

PRUDENTIAL INVESTMENT MANAGERS
Prudential announced during the quarter that they have received the necessary regulatory approvals for their proposed ownership 
change, and that these transactions were concluded in July 2021. M&G plc has therefore completed its purchase of a further stake 
in Prudential’s Southern Africa holding company to return to a position of majority shareholder. Prudential will be changing their 
name to M&G Investments before the end of 2021. 

SANLAM INVESTMENT MANAGEMENT
Sanlam Investment Management (SIM) announced the appointment of Carl Roothman as the new Chief Executive Officer of the 
Sanlam Investment Group. Roothman joined Sanlam in November 2013 as the Chief Executive of Sanlam Investments Retail and 
in August 2018 he was appointed CEO: Sanlam Private Wealth. 

SIM also announced the retirement of Portfolio Manager, Johan Verwey, effective the end of August 2021. Verwey spent 24 years 
of his career at Sanlam Investments in the Fixed Income team and has managed the Enhanced Money Market portfolios since 
2015. Verwey will be succeeded by Trevor Ngubane as the new portfolio manager for their Enhanced Cash portfolios. Ngubane 
joined SIM in February 2020 in preparation for Verwey’s departure and, since joining, has worked alongside him in managing the 
portfolios. 

STANLIB
STANLIB announced the appointment of Barri Maggott as their new Chief Operating Officer from 1 September. Maggott, who 
replaces Ntobeko Nyawo, will be responsible for all business units’ operations and joins from Curo Fund Services, where he has 
been CEO since 2016.  



MARKET
INSIGHT



18

WHAT STOOD OUT IN Q3 2021?
In our research, commentary and weekly investment meetings, the following attracted particular attention.

THE REAL STATE OF CHINESE REAL ESTATE
Few people outside of China had probably previously heard of Evergrande, but the giant property developer’s failure to 
make interest payments on a portion of its $300 billion debt has thrust it and the Chinese real estate sector into the global 
spotlight. 

China has been trying to cool the property market for some time, including through caps on mortgage lending. As far back 
as 2017, President Xi Jinping warned that “houses are for living in, not speculation”. Too many people are priced out of the 
property market, something at odds with the “common prosperity” doctrine that now seems to dominate Beijing’s thinking 
(and which also sits behind the crackdowns on the technology sector earlier this year). However, housing is the biggest store 
of wealth for Chinese households, much more than pensions or investment funds. A collapse in house prices would be a 
massive negative wealth shock. Meanwhile, China also wants to avoid the “moral hazard” of bailing out a profligate borrower 
like Evergrande. Many lenders showered the company with debt because they assumed Beijing would bail them out if 
anything went wrong. This meant an important aspect of market discipline was missing. But allowing the company and 
others like it to fail chaotically could result in all kinds of unpredictable consequences. The biggest worry, however, is simply 
that China will lose a major growth engine.

While Evergrande’s share and bond prices have predictably crashed, there is no sign yet of a broader financial panic, such as 
a run on the banking system or wholesale funding markets. Beijing will probably attempt an orderly piecemeal dismantling 
of the giant developer, and given its deep pockets and centralised control, it can pull it off. But weakness in the broader real 
estate sector, a driver of the country’s breakneck growth over the past three decades, is likely to persist or even worsen. There 
seems to already be an oversupply of housing, and population growth and urbanisation are slowing. With developers across 
the board likely to find it much tougher and more expensive to fund themselves, new building activity could slow to a crawl.

THE END OF FREE MONEY 
The major central banks insist that pandemic-related distortions will eventually fade, which will lead to the current inflation 
surge abating. But they are also laying the groundwork for removing emergency monetary support.

While Norway’s Norges Bank became the first developed market central bank to raise interest rates since the pandemic 
struck, several emerging markets have already hiked in response to inflationary pressures in recent months (the SA Reserve 
Bank is a notable exception). But as usual the main focus was on the US Federal Reserve.

The Fed’s most recent policy meeting indicated that it was ready to commence a gradual reduction of its monthly bond 
purchases later this year. It still sees strong growth in the US over the next three years that will ease unemployment back 
towards pre-pandemic levels. It also sees the current jump in inflation as transitory, with inflation rates expected to drift back 
to around 2% next year. Nonetheless, it has also pencilled in a faster pace of fed funds rate increases than was the case in the 
second quarter. A first 0.25% hike next year is on the cards, with gradual increases in each of the next two years.

MARKET INSIGHT
IZAK ODENDAAL
Investment Strategist
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In other words, the era of free money is coming to a close. This doesn’t mean of course that rates are about to rocket higher, killing 
off the global economic recovery. All indications are that central banks will be gentle in removing stimulus. But higher rates can 
negatively impact share prices by putting downward pressures on company valuations.  

SA ECONOMY: BIGGER BUT NOT BETTER 
Every five or so years, StatsSA conducts a benchmarking and rebasing exercise to ensure that estimates of gross domestic product 
(GDP) remain in line with global best practice. It turns out that the economy was about 11% or R550 billion larger in nominal 
terms in 2020 than previously thought. However, the historic growth profile of the economy is basically unchanged. It still grew 
disappointingly slowly in the five years before the pandemic, and then crashed 6.4% in 2020. The main positive of a larger economy 
is that the debt-to-GDP and deficit-to-GDP ratios are now somewhat lower, but so is the investment-to-GDP ratio.

In more immediate terms, second quarter economic growth was better than expected. In real terms (after inflation), the economy 
expanded by 1.2% from the first quarter. However, the value of total economic activity was still about 1.4% below pre-pandemic 
levels in real terms and is still climbing out the COVID-19-hole.

Notably, however, the total economy-wide wage bill is larger than in 2019 despite widespread job losses. The implication is that 
those who have kept their jobs, have seen incomes rise. In other words, COVID-19 has worsened inequality in what was already one 
of the most unequal societies on earth. This was surely a contributor to the devastating unrest and looting that hit parts of KZN 
and Gauteng in July. 

However, the market response to the unrest was muted. The rand wobbled a bit, but for the most part, it seems that global 
investors assume a developing country like South Africa will experience instability from time to time. In any event, they invest in 
large liquid shares and government bonds, and not in the small businesses that bore the brunt of the destruction. It is yet another 
example of how South African investors are impacted by global events much more than local developments.
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FUND SPECIFIC COMMENTARY

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

INCEPTION DATE: 14 October 1999 ASSETS UNDER MANAGEMENT: R718.9 million

COMMENTARY 
The Inflation Plus 1-3% strategy returned 8.5% per annum over the recommended minimum investment period of three years. 
Over the last 12 months, this strategy returned 14.0%.

PERFORMANCE DATA TO 30 SEPTEMBER 2021
                                                                    % PERFORMANCE (P.A.)

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

Old Mutual Multi-Managers Inflation Plus 1-3% Strategy 14.8% 10.0% 9.3% 8.3% 8.5% 11.1% 12.6%

Strategy Return Target 6.9% 6.0% 6.1% 6.4% 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.

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

LIKELY FUND RANGE OF RETURNS 
AND CURRENT RETURN*

The graph shows the strategy’s likely fund range 
of returns over different investment periods, 
based on the research team’s investigation and 
modelling. The diamonds indicate the current 
actual historical return over each period of the 
Fund. 
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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.
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FEES TO MANAGE UNDERLYING INVESTMENTS (AS AT JUNE 2021)

Investment Management Fee (IMF) 0.70%
Performance Fee* 0.02%
Total Expense Ratio (TER) 0.71%
Transaction Costs (TC)** 0.02%
Total Investment Charge (TIC) 0.73%
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OLD MUTUAL MULTI-MANAGERS  
INFLATION PLUS 1  -  3% STRATEGY

INVESTMENT OBJECTIVE
This investment strategy seeks to grow your capital and income at a steady pace. It invests in a range of portfolios diversified across 
various asset classes, asset managers and high-quality instruments, including South African and international cash, listed property 
and listed shares. It aims to achieve a return in the range of 1%-3% above inflation over rolling three-year periods. This policy based 
investment is specifically designed for institutional investors and is managed to comply with Regulation 28 of the Pension Funds 
Act of South Africa.

PERFORMANCE TARGET:
CPI +2%

THE MAIN INVESTMENTS
This investment strategy is made up of underlying portfolios, which invest in specialist asset classes managed by various asset 
managers. Generally, the strategy may invest in South African and international cash, fixed interest securities, listed shares and 
listed property. This strategy is considered to be relatively conservative and therefore mainly invests in low risk asset classes such as 
cash and fixed income. This ensures that the strategy provides the necessary capital protection during volatile periods, while also 
being positioned to benefit from rising markets. 

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

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

INCEPTION DATE: 30 June 2003 ASSETS UNDER MANAGEMENT: R5.1 billion

COMMENTARY 
The Inflation Plus 3-5% strategy returned 8.1% per annum over the recommended minimum investment period of five years. 
Over the last 12 months, this strategy returned 24.3%. 

PERFORMANCE DATA TO 30 SEPTEMBER 2021
                                                                    % PERFORMANCE (P.A.)

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

Old Mutual Multi-Managers Inflation Plus 3-5% Strategy 25.4% 14.0% 10.3% 8.8% 9.1% 12.4% 13.9%

Strategy Return Target 8.9% 8.0% 8.1% 8.4% 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.

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

PERFORMANCE AGAINST 
STRATEGY OBJECTIVE* 
(SINCE INCEPTION)

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

   STRATEGY RETURN TARGET

The graph illustrates the 
Strategy’s performance against 
it’s performance target.
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LIKELY FUND RANGE OF RETURNS AND 
CURRENT RETURN*

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

FEES TO MANAGE UNDERLYING INVESTMENTS (AS AT JUNE 2021)

Investment Management Fee (IMF) 0.80%
Performance Fee* 0.09%
Total Expense Ratio (TER) 0.89%
Transaction Costs (TC)** 0.05%
Total Investment Charge (TIC) 0.94%
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ASSET CLASS MANAGER SPLIT
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OLD MUTUAL MULTI-MANAGERS  
INFLATION PLUS 3 -  5% STRATEGY

INVESTMENT OBJECTIVE
This investment strategy seeks to grow your capital and income at a reasonable pace. It invests in a range of portfolios diversified 
across various asset classes, asset managers and high-quality instruments, including South African and international cash, fixed 
interest securities, listed property and listed shares. It aims to achieve a return in the range of 3%-5% above inflation over rolling 
five-year periods. This policy based investment is specifically designed for institutional investors and is managed to comply with 
Regulation 28 of the Pension Funds Act of South Africa.

PERFORMANCE TARGET 
CPI +4%

THE MAIN INVESTMENTS
This investment strategy is made up of underlying portfolios, which invest in specialist asset classes managed by various asset 
managers. Generally, the strategy may invest in South African and international cash, fixed interest securities, listed shares and 
listed property. This strategy aims to achieve capital growth over a medium-term horizon and therefore has a moderate exposure 
to growth assets such as equities and a relatively lower exposure to income-generating asset classes.

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

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

INCEPTION DATE: 14 October 1999 ASSETS UNDER MANAGEMENT: R14.8 billion

COMMENTARY  
The Inflation plus 5-7% strategy returned 7.7% per annum over the recommended minimum investment period of seven years. 
Over the last 12 months, this strategy returned 26.5%. 

PERFORMANCE DATA TO 30 SEPTEMBER 2021
                                                                    % PERFORMANCE (P.A.)

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

Old Mutual Multi-Managers Inflation Plus 5-7% Strategy 27.6% 14.9% 10.4% 8.7% 9.0% 13.3% 13.7%

Strategy Return Target 10.9% 10.0% 10.1% 10.4% 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).

LIKELY FUND RANGE OF RETURNS 
AND CURRENT RETURN*

The graph shows the strategy’s likely fund range 
of returns over different investment periods, 
based on the research team’s investigation and 
modelling. The diamonds indicate the current 
actual historical return over each period of the 
fund.
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PERFORMANCE AGAINST 
STRATEGY OBJECTIVE* 
(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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FEES TO MANAGE UNDERLYING INVESTMENTS (AS AT JUNE 2021)

Investment Management Fee (IMF) 0.82%
Performance Fee* 0.12%
Total Expense Ratio (TER) 0.94%
Transaction Costs (TC)** 0.07%
Total Investment Charge (TIC) 1.01%
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ASSET CLASS MANAGER SPLIT
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Africa equity     
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OLD MUTUAL MULTI-MANAGERS  
INFLATION PLUS 5 -  7% STRATEGY

INVESTMENT OBJECTIVE
This investment strategy seeks to grow your capital and income at a moderate  to high pace. It invests in a range of portfolios 
diversified across various asset classes, asset managers and high-quality instruments, including South African and international 
cash, fixed interest securities, listed property and listed shares. It aims to achieve a return in the range of 5-7% above inflation over 
rolling seven-year periods.

This policy based investment is specifically designed for institutional investors and is managed to comply with Regulation 28 of 
the Pension Funds Act of South Africa.

PERFORMANCE TARGET
CPI +6%

THE MAIN INVESTMENTS
This investment strategy is made up of underlying portfolios, which invest in specialist asset classes managed by various asset 
managers. Generally, the strategy may invest in South African and international cash, fixed interest securities, listed shares and 
listed property. This strategy aims to achieve high capital growth over a long-term horizon. It therefore has a high exposure to 
growth assets such as equities and minimum exposure to income-generating asset classes.

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

                                                                    % PERFORMANCE (P.A.)

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

Old Mutual Multi-Managers Max 28 Fund 28.7% 13.9% 9.6% 8.1% 8.5% 13.3% 13.0%

Strategy Return Target 11.4% 10.5% 10.6% 10.9% 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).

LIKELY FUND RANGE OF RETURNS AND 
CURRENT RETURN*

The graph shows the strategy’s likely fund range of 
returns over different investment periods, based on 
the research team’s investigation and modelling. 
The diamonds indicate the current actual historical 
return over each period of the fund.
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YEAR/S TO 30 SEPTEMBER 2021

OLD MUTUAL MULTI-MANAGERS  
MAX 28 FUND

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

INCEPTION DATE: October 1999 ASSETS UNDER MANAGEMENT: R906.7 million

COMMENTARY 
This quarter, the Fund returned 4.1% net with the FTSE/JSE All Share Index (ALSI) returning -0.84% and the All Bond Index (ALBI) 
0.37%. The local property sector was up 6.47%.

Over the last 12 months, the Fund returned 27.5% net, and the local bond market returned 12.46%. Local listed property returns 
have remained volatile and are 58.06% higher for the 12 months to end September 2021. Local cash has returned 3.8% for the last 
12 months. JSE All Share Index (ALSI) delivered 23.19%.

PERFORMANCE AGAINST 
STRATEGY OBJECTIVE* 
(SINCE INCEPTION)

   OLD MUTUAL MULTI-MANAGERS  
MAX 28 FUND 

  STRATEGY RETURN TARGET

The graph illustrates the 
Strategy’s performance against it’s 
performance target.
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FEES TO MANAGE UNDERLYING INVESTMENTS (AS AT JUNE 2021)

Investment Management Fee (IMF) 0.83%
Performance Fee* 0.15%
Total Expense Ratio (TER) 0.98%
Transaction Costs (TC)** 0.08%
Total Investment Charge (TIC) 1.06%

PERFORMANCE DATA TO 30 SEPTEMBER 2021
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OLD MUTUAL MULTI-MANAGERS  
MAX 28 FUND

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

This policy based investment is specifically designed for institutional investors and is managed to comply with Regulation 28 of 
the Pension Funds Act of South Africa.

PERFORMANCE TARGET
CPI +6.5%

THE MAIN INVESTMENTS
This investment strategy is made up of underlying portfolios, which invest in specialist asset classes managed by various asset 
managers. Generally, the strategy may invest in South African and international cash, fixed interest securities, listed shares and 
listed property. This strategy aims to achieve maximum capital growth over a long-term horizon and is therefore primarily invested 
in growth assets.

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

OLD MUTUAL MULTI-MANAGERS  
DEFENSIVE BALANCED FUND

INCEPTION DATE: October 2002 ASSETS UNDER MANAGEMENT: R761.3 million 

COMMENTARY 
This quarter, the Fund returned 2.35% net with FTSE/JSE All Share Index (ALSI) returning -0.84% and the All Bond Index (ALBI) 
0.37%. The local property sector was up 6.47%.

As at the end of September 2021, exposure to asset classes for the Absolute Defensive Balance Fund was as follows: domestic 
equities 29%, domestic bonds 25% and 17.0% in cash. Offshore is close to 25.0%. The Fund has also maintained exposure to 
alternative asset classes such as private equity at 1.2%. 

Over the past quarter, SIM returned 2.99%, Coronation 1.35% and Ninety One 1.76%.

PERFORMANCE DATA TO 30 SEPTEMBER 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 -0.6% 2.4% 4.9% 12.6% 8.8% 7.8% 7.3% 7.8% 9.8% 11.2%

Strategy Return Target 0.7% 2.7% 5.1% 8.9% 8.0% 8.1% 8.4% 8.6% 9.0% 9.2%

PERFORMANCE AGAINST 
STRATEGY OBJECTIVE* 
(SINCE INCEPTION)

   OLD MUTUAL MULTI-MANAGERS 
DEFENSIVE BALANCED FUND

   HEADLINE CPI FOR ALL URBAN 
AREAS

The graph illustrates the 
Strategy’s performance against 
it’s performance target. IN
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OLD MUTUAL MULTI-MANAGERS  
DEFENSIVE BALANCED FUND

FUND OBJECTIVE
The fund is an investment policy wrapped portfolio (in terms of the long term insurance act)  designed to target non-negative 
returns over rolling 12-month periods with a 4% real return expectation per annum over the long term (before fees). This policy 
based investment is specifically designed for institutional investors and is managed to comply with Regulation 28 of the Pension 
funds Act of South Africa. Investment objectives are not guaranteed.

BENCHMARK
The Old Mutual Multi-Managers Defensive Balanced Fund and the underlying managers are measured against Headline CPI for 
all urban areas.   

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

ASSET CLASS HOLDINGS
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FEES TO MANAGE UNDERLYING INVESTMENTS (AS AT JUNE 2021)

Investment Management Fee (IMF) 0.77%

Performance Fee* 0.02%

Total Expense Ratio (TER) 0.79%

Transaction Costs (TC)** 0.04%

Total Investment Charge (TIC) 0.84%
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FUND SPECIFIC COMMENTARY

OLD MUTUAL MULTI-MANAGERS  
MANAGED FUND

INCEPTION DATE: April 2000 ASSETS UNDER MANAGEMENT: R3 535.9 million

COMMENTARY 
This quarter, the Fund returned 3.52% net with the FTSE/JSE All Share Index (ALSI) returning -0.84% and the All Bond Index 
(ALBI) 0.37%. The local property sector was up 6.47%.

It was a good third quarter, which is evident in the underlying manager returns, with Prudential returning 5.01%, Coronation 
2.61%, Allan Gray 3.94% and Ninety One 2.18%. For the 12 months ending September 2021, Prudential returned 25.56%, 
Coronation 24.74%, Allan Gray 21.51% and Ninety One 19.64%.

The Fund has returned 23.2% net over the last 12 months.

PERFORMANCE AGAINST 
STRATEGY OBJECTIVE* 
(SINCE INCEPTION)

   OLD MUTUAL MULTI-MANAGERS 
MANAGED FUND

   MEDIAN OF ALEXANDER FORBES 
GLOBAL LARGE MANAGER WATCH

The graph illustrates the 
Strategy’s performance against 
it’s performance target.
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PERFORMANCE DATA TO 30 SEPTEMBER 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

0.7% 3.7% 5.4% 24.2% 13.1% 9.4% 8.5% 8.3% 12.1% 11.7%

Strategy Return Target 0.0% 3.7% 6.1% 21.8% 11.3% 8.2% 7.7% 7.7% 11.1% 10.7%
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OLD MUTUAL MULTI-MANAGERS  
MANAGED FUND

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

BENCHMARK
Median of Alexander Forbes Global Large Manager Watch.

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

ASSET CLASS HOLDINGS
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FEES TO MANAGE UNDERLYING INVESTMENTS (AS AT JUNE 2021)

Investment Management Fee (IMF) 0.82%

Performance Fee* 0.02%

Total Expense Ratio (TER) 0.83%

Transaction Costs (TC)** 0.13%

Total Investment Charge (TIC) 0.96%

0.0%

International 
Other
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OLD MUTUAL MULTI-MANAGERS  
MONEY MARKET FUND

INCEPTION DATE: August 2000 ASSETS UNDER MANAGEMENT: R379.1 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 110 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 AGAINST 
STRATEGY OBJECTIVE* 
(SINCE INCEPTION)

   OLD MUTUAL MULTI-MANAGERS 
MONEY MARKET FUND

   STEFI +0.5% P.A.

The graph illustrates the 
Strategy’s performance against 
it’s performance target.
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PERFORMANCE DATA TO 30 SEPTEMBER 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

0.4% 1.1% 2.2% 4.2% 5.6% 6.5% 7.1% 7.1% 6.8% 7.7%

Strategy Return Target 0.3% 0.9% 1.8% 3.5% 4.6% 5.4% 6.0% 6.2% 6.0% 6.9%
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OLD MUTUAL MULTI-MANAGERS  
MONEY MARKET FUND

FUND OBJECTIVE    
The Fund is an investment policy wrapped portfolio (in terms of the Long-Term Insurance Act) aimed to target 50 basis points 
(before fees) above inflation over the medium to long term. This policy-based investment is specifically designed for institutional 
investors and is managed to comply with Regulation 28 of the Pension funds Act of South Africa.    

BENCHMARK    
The Money market Fund is measured against STeFI 3 month.    

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

FEES TO MANAGE UNDERLYING INVESTMENTS (AS AT JUNE 2021)

Investment Management Fee (IMF) 0.22%

Performance Fee* N/A

Total Expense Ratio (TER) 0.22%

Transaction Costs (TC)** 0.00%

Total Investment Charge (TIC) 0.22%
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OLD MUTUAL MULTI-MANAGERS  
CONSERVATIVE TRACKER FUND

INCEPTION DATE: October 2019 ASSETS UNDER MANAGEMENT: R1.2 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.

FUND SPECIFIC COMMENTARY

PERFORMANCE DATA TO 30 SEPTEMBER 2021

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

The benchmark returns shown here are a composite of the two measures. The previous month’s change in inflation is used as an estimate for the current month (since 
inflation numbers are released one month in arrears).
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YEAR/S TO 30 SEPTEMBER 2021

LIKELY FUND RANGE OF RETURNS AND 
CURRENT RETURN*

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

PERFORMANCE AGAINST 
STRATEGY OBJECTIVE* 
(SINCE INCEPTION)

   OLD MUTUAL MULTI-MANAGERS 
CONSERVATIVE TRACKER FUND

   STRATEGY RETURN TARGET

The graph illustrates the 
Strategy’s performance against 
it’s performance target.
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1 MONTH 3 MONTHS 6 MONTHS 12 MONTHS SINCE INCEPTION

Old Mutual Multi-Managers Conservative Tracker Fund -0.4% 2.0% 4.9% 9.8% 8.1%

Strategy Return Target 0.6% 2.2% 4.2% 6.9% 6.0%
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OLD MUTUAL MULTI-MANAGERS  
CONSERVATIVE TRACKER FUND

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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EXPECTED FEES (AS AT JUNE 2021)

Investment Management Fee (IMF) 0.30%

Performance Fee* N/A

Total Expense Ratio (TER) 0.30%

Transaction Costs (TC)** 0.05%

Total Investment Charge (TIC) 0.35%
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OLD MUTUAL MULTI-MANAGERS  
MODERATE TRACKER FUND

INCEPTION DATE: October 2019 ASSETS UNDER MANAGEMENT: R23.3 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.

FUND SPECIFIC COMMENTARY

PERFORMANCE DATA TO 30 SEPTEMBER 2021

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

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

LIKELY FUND RANGE OF RETURNS AND 
CURRENT RETURN*

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

PERFORMANCE AGAINST 
STRATEGY OBJECTIVE* 
(SINCE INCEPTION)

   OLD MUTUAL MULTI-MANAGERS 
MODERATE TRACKER FUND

   STRATEGY RETURN TARGET

The graph illustrates the 
Strategy’s performance against 
it’s performance target.
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1 MONTH 3 MONTHS 6 MONTHS 12 MONTHS SINCE INCEPTION

Old Mutual Multi-Managers Moderate Tracker Fund -0.5% 2.9% 5.9% 18.5% 10.9%

Strategy Return Target 0.7% 2.7% 5.2% 8.9% 8.0%
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OLD MUTUAL MULTI-MANAGERS  
MODERATE TRACKER FUND

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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EXPECTED FEES (AS AT JUNE 2021)

Investment Management Fee (IMF) 0.30%

Performance Fee* N/A

Total Expense Ratio (TER) 0.30%

Transaction Costs (TC)** 0.05%

Total Investment Charge (TIC) 0.35%
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OLD MUTUAL MULTI-MANAGERS  
BALANCED TRACKER FUND

INCEPTION DATE: October 2019 ASSETS UNDER MANAGEMENT: R235.4 million

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

FUND SPECIFIC COMMENTARY

PERFORMANCE DATA TO 30 SEPTEMBER 2021

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

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

LIKELY FUND RANGE OF RETURNS AND 
CURRENT RETURN*

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

PERFORMANCE AGAINST 
STRATEGY OBJECTIVE* 
(SINCE INCEPTION)

   OLD MUTUAL MULTI-MANAGERS 
BALANCED TRACKER FUND

   STRATEGY RETURN TARGET

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

                                                                   

1 MONTH 3 MONTHS 6 MONTHS 12 MONTHS SINCE INCEPTION

Old Mutual Multi-Managers Balanced Tracker Fund -0.4% 3.3% 5.9% 20.7% 11.8%

Strategy Return Target 0.8% 2.9% 5.6% 9.9% 9.0%
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OLD MUTUAL MULTI-MANAGERS  
BALANCED TRACKER FUND

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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EXPECTED FEES (AS AT JUNE 2021)

Investment Management Fee (IMF) 0.30%

Performance Fee* N/A

Total Expense Ratio (TER) 0.30%

Transaction Costs (TC)** 0.05%

Total Investment Charge (TIC) 0.35%
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ASSET MANAGER REVIEW

    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 45.7% over the last year, outperforming its benchmark by 15.4% on 

a net basis. Prudential’s outperformance, relative to the benchmark, over this period was predominantly driven by overweight 
positions in companies such as Textainer, Investec Plc, Sasol and MTN during the year. The portfolio also benefitted from an 
underweight to the gold mining sector where underweight positions in Anglogold and Gold Fields in particular added value. 
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 where they remain overweight. Prudential is 
cognisant of the high margins that the platinum miners are currently earning but moved to an underweight in the sector due 
to rising valuations of platinum companies. They have shifted their preference within this sector in favour of the higher quality 
miners that are likely to see production growth because of their investment in capacity. 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 MTN Group Ltd 8.6 6 Absa Group Ltd 4.9

2 Prosus NV 7.0 7 Investec Plc 4.6

3 Naspers Ltd 6.8 8 British American Tobacco Plc 4.3
4 Standard Bank Group Ltd 6.7 9 Anglo American Plc 4.2
5 Sasol Ltd 5.6 10 Glencore Plc 3.8

    SOUTH AFRICAN EQUITY – CORONATION FUND MANAGERS

Coronation’s valuation-driven process aims to identify mispriced assets trading at discounts or 
premiums to their long-term values. The portfolio returned 35.4% over the last year, outperforming 

its benchmark by 5.0% on a net basis. Coronation’s outperformance, relative to the benchmark, over this period was driven by 
overweight positions in companies such as Anglo American, Glencore, Altron and Aspen. Additionally, underweight positions 
in certain gold and platinum mining companies also contributed to the relative outperformance of the manager. Coronation 
saw investor confidence in South Africa being dealt a blow by the looting and rioting in Kwazulu-Natal during the last quarter. 
In addition, a strong tailwind for the domestic economy has reduced with the recent falls seen in metal prices. However, despite 
these near-term setbacks, Coronation continues to find selective domestic opportunities with major local holdings, including 
FirstRand, Momentum Metropolitan, Transaction Capital and RMI. The portfolio continues to hold a meaningful allocation to 
rand hedge names, which the manager sees as offering attractive upside. The portfolio has a small overweight in resource shares, 
which comes from holdings in the diversified miners. Holdings in Anglo American and Glencore, which have contributed strongly 
to performance, continue to offer good value in Coronation’s estimation. These companies trade on low multiples, with solid 
free cash flow generation and attractive upside. Coronation has also increased their holdings in gold equities, which they see as 
offering upside and reasonably priced protection against stretched sovereign balance sheets and high global market levels.   

CORONATION TOP 10 HOLDINGS

Rank Security % Rank Security %
1 Prosus NV 9.3 6 Aspen Pharmacare Hldgs Ltd 4.2

2 Anglo American Plc 9.3 7 Quilter Plc 3.9

3 FirstRand Ltd 8.8 8 British American Tobacco Plc 3.6
4 Glencore Plc 7.0 9 Bid Corporation Ltd 3.6
5 Naspers Ltd 4.7 10 Momentum Metropolitan Hldgs 3.1
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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 34.3% over the last year, 

outperforming its benchmark by 4.0% on a net basis. Ninety One’s outperformance, relative to the benchmark, over this period 
was largely driven by overweight positions in companies such as Sasol, The Foschini Group, Absa and MTN. Being on the right 
side of Aspen at the right times during the year has also contributed positively to relative performance, as have underweights 
in underperformers such as Anglogold Ashanti and British American Tobacco. Ninety One took profits during the last quarter in 
positions such as Sibanye-Stillwater, Northam Platinum and African Rainbow Resources following strong performance. Their view 
is that the positive earnings revision cycle for the precious metals miners has begun to slow off the back of weaker commodity 
prices, which has prompted them to reduce their holdings in the sector to an underweight position to manage this risk. At the same 
time, they have increased their overweight positions in Glencore and Exxaro, and maintained their Sasol overweight, following 
the resurgence of demand for energy commodities. Their investment philosophy of investing in shares receiving positive earnings 
revisions that trade at reasonable valuations has guided Ninety One to maintain a preference for cyclical shares. Companies such 
as ABSA and FirstRand are two such companies, that have received strongly positive earnings revisions from accelerating net 
interest income and provision unwinds as the local economy has recovered better than expected.  

NINETY ONE TOP 10 HOLDINGS

Rank Security % Rank Security %
1 Prosus NV 7.6 6 Sasol Ltd 4.9

2 FirstRand Ltd 6.3 7 Anglo American Plc 4.5

3 Absa Group Ltd 6.0 8 Impala Platinum Holdings Ltd 4.1
4 MTN Group Ltd 5.3 9 Standard Bank Group Ltd 4.0
5 Naspers Ltd 5.0 10 Capitec Bank Hldgs Ltd 3.8

    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 29.9% over the last year, marginally underperforming the benchmark by 0.4% on a gross basis. Overweight 
positions in Harmony Gold, Aspen and British American Tobacco detracted from performance, as did underweight positions in 
strong performers such as Glencore, Northam Platinum and Capitec. Sentio sees the global economic recovery being underpinned 
by monetary and fiscal stimulus, and economic re-openings following robust vaccination rates in the developed world. However, 
they do see global liquidity continuing to contract, as central banks try to manage excessive compression of liquidity and asset 
prices on the one hand and credit risks on the other, while still worrying about inflation. As such, they believe the ongoing rotation 
into short duration assets favours Value, as a style, over Growth. Locally, Sentio sees the SA cyclical economic recovery continuing as 
some structural headwinds are easing and both macro and micro data continues to surprise on the upside. They prefer exposure 
to ‘SA Inc’ in the portfolios based on valuation, the cyclical domestic recovery, rotation into Emerging Markets and a stronger rand. 
They also prefer resources in the portfolio, which they see benefitting from stronger global growth and supply discipline.  

SENTIO CAPITAL TOP 10 HOLDINGS

Rank Security % Rank Security %
1 FirstRand Ltd 6.9 6 Capitec Bank Hldgs Ltd 4.0

2 Naspers Ltd 6.5 7 Sasol Ltd 3.6

3 MTN Group Ltd 5.2 8 Sanlam Ltd 3.4
4 Anglo American Plc 4.5 9 Prosus NV 3.3
5 Standard Bank Group Ltd 4.3 10 Impala Platinum Holdings Ltd 3.3
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ASSET MANAGER REVIEW

   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 returned 21.7% over the last year, 

underperforming the benchmark by 8.6% on a gross basis. The underperformance, relative to the benchmark, was largely driven 
by underperforming overweight positions in Prosus, Anglogold Ashanti, Mondi Plc and British American Tobacco. Aeon remains 
optimistic about the recovery of the world’s economy as vaccine deployment and acceptance continues to improve. Globally, 
central banks and governments have continued to be accommodative as a reactionary measure to tackle the pandemic, while 
investors are finding countries’ gradual re-openings positive, which should bode well for business and company earnings. However, 
Aeon believes that business uncertainty and poor forecast visibility will remain until economies fully reopen, and sporadic 
lockdown restrictions have ended. Looking forward, the manager believes that growth expectations for the local economy seem 
to be dependent on global growth, improving confidence, positive local government action and COVID-19 containment measures. 
Aeon notes that there have been some positive surprises in the economy, which have been welcomed. 

AEON TOP 10 HOLDINGS

Rank Security % Rank Security %
1 Prosus NV 11.5 6 Standard Bank Group Ltd 6.2

2 MTN Group Ltd 6.9 7 Impala Platinum Holdings Ltd 5.9

3 BHP Group Plc 6.4 8 Mondi Plc 5.4
4 FirstRand Ltd 6.3 9 British American Tobacco Plc 5.2
5 Anglo American Plc 6.3 10 Naspers Ltd 4.4

  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 4.1% in quarter and 94 basis points ahead of the equity benchmark, 
which delivered a 3.2% return during the quarter. The Fund returned 21.6% for the 12-month period to September 2021 and 
captured more than two thirds of the equity benchmark return, but failed to keep pace with the equity market, as the Capped 
SWIX equity benchmark recorded a 30.3% return. Long positions in Anglo-American, Aspen and FirstRand contributed to returns, 
while short positions in Hyprop, Clicks as well as exposure to Gold Fields and Naspers cost fund performance.

    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 always price securities efficiently. 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 5.4% and outperformed 
the Capped SWIX which was up 3.2% during the quarter. The main contributors to performance in September were long positions 
in property stocks, Sasol, PPC and Glencore, while exposure to Sappi, Gold Fields and Amplats cost returns. The Fund was up 23.9% 
during the last 12-month period to September 2021, compared to the Capped SWIX which was up 30.3%.
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    SOUTH AFRICAN LONG/SHORT EQUITY – PEREGRINE CAPITAL                                                                                               

Peregrine Capital was founded in 1998 and is the longest running hedge fund manager in South Africa. 
Peregrine are valuation-focused, benchmark agnostic investors who seek to identify companies, 

both locally and globally, that have a low sensitivity to the macro-environment and will grow their earnings consistently. They 
follow an active and disciplined risk management process aimed at delivering superior risk adjusted returns. The Fund was up 1.1% 
and underperformed the Capped SWIX by 2.1% at the end of quarter three. The Fund missed the rotation trade which saw cyclical 
stocks rally strongly since quarter three of last year. As such the Fund was up 8.8% during the last 12 months to September 2021 
and lagged the Capped SWIX.  

    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 to preserve its opportunity set. It re-opened 
to flows in 2018 at the back of disinvestments, which freed up capacity. The Fund differs from the large cap offering in that it may 
invest in small cap and fledgling stocks. The Fund was up 8.3% during quarter three and outperformed the Capped SWIX by 5.1%. 
The portfolio benefitted from long positions in construction, resources, and gaming stocks during the quarter. The Fund was up 
an impressive 68.6% over the 12-month period to September 2021 and 38.3% 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 2.2% 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 5.8% for the 12-month period to September 2021.

    SOUTH AFRICAN LISTED PROPERTY – CATALYST FUND MANAGERS

Catalyst invests in well-managed listed property companies that deliver high levels of income and 
long-term capital appreciation at appropriate levels of risk. SA Listed Property recorded total returns 

of 6.5% during quarter three. The Catalyst portfolio was up 7.9% and 1.4% ahead of the benchmark on a net basis. An overweight 
positioning in the retail subsector, specifically exposure to Hyprop, Arrowhead, Vukile and Lighthouse Capital, and underweight 
exposure to Fortress B and Hammerson contributed positively to performance for the quarter. The Fund was 5.7% ahead of the All 
Property benchmark over a 12-month period, with the benchmark up 58.1%. Catalyst remains cautious of the risks facing the sector 
in the short-term, including potential further lockdown restrictions and risks of additional rental relief and concessions to tenants. 
An acceleration and expansion of the vaccine program will reduce the risk of additional lockdown restrictions in their view but 
requires a sufficient proportion of the population to be fully vaccinated. They believe short-term returns will likely remain volatile 
given uncertainties related to the overall impact of the pandemic, but over the long term 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. The sector continues to 
trade at a discount to NAV of circa 19% in their view and they currently see the sector fairly valued based on conservative macro-
economic assumptions, which should result in anemic market rental growth over the medium term. 
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    SOUTH AFRICAN LISTED PROPERTY – SESFIKILE CAPITAL

Sesfikile is a specialist listed property manager that believes in long-term value investing, while also 
taking advantage of short-term property-specific growth opportunities. In the third quarter of 2021, 

Sesfikile outperformed the All Property Index by seven basis points on a net basis. Returns for the quarter were in the main 
negatively affected by underweight exposure to retail companies like Lighthouse Capital, Hyprop, and overweight exposure to 
Emira. Over the last 12 months, the portfolio was up 52.7% and 5.4% behind the benchmark on a net basis. Sesfikile is of the view 
that after returning 58% this year, the sector is due for a slight negative capital adjustment, which will be complemented by a 
dividend yield of just over 8%, resulting in a 12-month forecast return in the mid-single digits. They state that while the market 
has, over the last few months, ignored several headwinds, and focused on the global reopening trade, the headwinds are still very 
much apparent. Unlike globally, there is no sustainable growth locally and inflation will be driven by cost push factors (such as 
electricity, municipal costs, fuel, etc.) that does not provide any room for material rental growth. While the muted growth is the 
core headwind, they highlight that South Africa is faced with other hurdles including load shedding, social instability, and political 
friction. There are however several healthy growth opportunities in local specialised stocks and global counters. While value is 
more apparent in domestic counters, much of this is required to compensate for the risks mentioned above. So, while Sesfikile 
believes beta in the short term will be hard to come by, alpha should be more achievable

  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. Blackrock was down 

17 basis points and 1.1% ahead of the benchmark during quarter three, largely due to exposure to US Communications, Hong Kong 
Developers, Japanese REITs, US Lodging, and US Specialty sectors. Over the last 12 months to September, the BlackRock portfolio 
was up 34.9% and outperformed the benchmark by 5.3%. Blackrock expects that the risks associated with COVID will become 
increasingly manageable as vaccinations rise and therapeutics are developed, with outbreaks becoming more of a localised 
issue. Real estate fundamentals continue to improve in their view and as tail risks recede, they anticipate that macro factors 
will give way to stock selection as the primary driver of returns. Secular growth drivers remain in play and will continue to drive 
differentiated returns within subsectors and markets. Recent portfolio changes include increased exposure to US Triple Net, Hong 
Kong Developers as well as UK and Eurozone Residential.  

 INTERNATIONAL PROPERTY – CATALYST FUND MANAGERS

During the third quarter, Catalyst returned 1.2% and 2.1% ahead of the benchmark. Over the last 12 
months, while the fund was up 28.6% net of fee rebates, it underperformed the benchmark by 1.6%. 

Sectorally, the portfolio maintains a notable overweight to residential, industrial, and healthcare sectors relative to the benchmark, 
while underweight to diversified, office and retail sectors. Geographically, the manager maintains an underweight to Japan and 
zero exposure to Singapore, on weight the US, while in Europe, they continue to favour the UK, and are underweight France. 
The portfolio is currently underweight to the Asia-Pacific region largely on the back of the underweight exposure to Singapore 
Reits. Catalyst states that relative to fixed income the real estate sector screens cheap, with expected total return spreads near 
all-time highs. The estimated forward FAD (Funds Available for Distribution) yield for the sector is 4.21%. Based on their earnings 
estimates and market break-even inflation expectations, they expect the global listed real estate sector to deliver approximately 
an 8.0% return in USD for buy-and-hold investors over the medium term. Within the real estate universe, more attractively priced 
opportunities exist in specific real estate sectors and stocks, providing opportunities for astute active managers.

 INTERNATIONAL PROPERTY – RESOLUTION CAPITAL

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

activities and good stewardship (aligned management). They are benchmark agnostic investors and employ a multi-counsellor 
approach. Resolution was down 24 bps during the third quarter net of fees and 66 bps ahead of the benchmark. Over the last 
12 months to September, the fund was up 20.7% but lagged the benchmark by 8.9%. While inflation and interest rates may 
dominate the discourse for the months ahead, Resolution remains focused on underwriting the things that in their view matter 
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for real estate returns: demand, supply and access to capital. They continue to position the portfolio in select REIT platforms 
best placed to demonstrate pricing power and unlock latent value in the underlying real estate. This will enable the Portfolio to 
generate competitive risk adjusted returns and fulfil its role in a diversified investment portfolio.

 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 September 2021, the portfolio returned 28.8% (net of manager fees), performing in line with its benchmark. A passive portfolio 
will often lag its benchmark performance due to costs and fees.

TOP 10 HOLDINGS

Rank Security % Rank Security %
1 Apple Inc 4.2 6 Alphabet-CI A 1.4

2 Microsoft Corp 3.5 7 Tesla Inc 1.1

3 Amazon.com 2.6 8 Nvidia Corp  0.9
4 Facebook 1.5 9 JP Morgan Chase & Co 0.9
5 Alphabet-CI C 1.4 10 Johnson & Johnson  0.7

 INTERNATIONAL EQUITY – ORBIS

Orbis is a contrarian, long-term, value manager that follows a bottom-up stock selection process. The 
portfolio returned 28.1% during the past 12-month period ending 30 September 2021, outperforming 

the MSCI All Country World Index by 0.7%, after accounting for manager fees and charges. 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 (1.5%), Howmet Aerospace (1.1%) and GXO Logistics (0.9%), the contract logistics business which was span out of XPO 
Logistics and began trading in July 2021. Naspers (-2.6%), Netease (-2.1%) and Alibaba (-1.6%) were amongst the largest detractors 
from performance during the period. The nature of the largest detractors from performance highlights the negative impact on 
Chinese businesses of the tighter regulatory environment they currently operate in. The manager did reduce the fund’s exposure 
to China during the second half of last year, but this did not completely immunise the portfolio against recent developments as 
Orbis continues to believe that the businesses they own in China have strong competitive moats and trade at attractive discounts 
relative to their assessment of fair value. However, they remain mindful of these risks as they did not add meaningfully to their 
Chinese exposure following the negative price moves. The manager initiated a meaningful position in Netflix during the second 
quarter, the largest paid video streaming platform in the world, as they expect to benefit from valuation re-rating and margin 
expansion from conservative levels. 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.    

TOP 10 HOLDINGS

Rank Security % Rank Security %
1 British American Tobacco  5.8 6 ING Groep 2.9

2 Netease 3.9 7 Comcast 2.8

3 XPO Logistics 3.4 8 Howmet Aerospace 2.6
4 Naspers 3.3 9 Sberbank of Russia 2.5
5 GXO Logistics 3.3 10 Anthem 2.5
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 INTERNATIONAL EQUITY: BAILLIE GIFFORD 

Baillie Gifford is a growth manager whose 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 September 2021, underperforming the MSCI All Country World Index by 0.5%, after 
accounting for manager fees and charges. Moderna, Sea Ltd, and Cloudflare Inc were top contributors to relative performance 
during the last 12 months, each having added 1.4%, 1.3% and 0.9% respectively, while Alibaba (-1.2%), Naspers (-1.1%), and Teladoc 
(-0.9%) were the largest detractors. Alibaba and Naspers were negatively affected by regulatory tightening in China. Moderna 
benefited from its success in developing a high efficacy COVID-19 vaccine, with great potential for the agile technology they 
have developed to be applied to several other prevalent diseases, creating a very attractive pipeline. The manager added Peloton 
during the quarter, a home fitness equipment maker who also offers a digital experience through live and on-demand classes. The 
cyclical and stalwart growth buckets also benefited by the additions of Denso, a Japanese car parts supplier who is broadening its 
client base away from Toyota, and a funeral care provider, SCI, respectively.

TOP 10 HOLDINGS

Rank Security % Rank Security %
1 Sea Ltd 2.7 6 Moderna 2.3

2 Moody’s 2.6 7 Prudential 2.0

3 Alphabet 2.5 8 Taiwan Semiconductor 2.0
4 Microsoft 2.5 9 Amazon 2.0
5 Prosus 2.4 10 Anthem 2.0

     INTERNATIONAL EQUITY: HARRIS ASSOCIATES 

Harris Associates is a value manager, who applies a long-term investment horizon as they seek out 
significantly underpriced companies with strong business fundamentals and proven management 

teams. They build high-conviction concentrated portfolios, underpinned by the bottom-up value investment process and upside 
potential of each of the stocks. The portfolio returned 47.7% during the 12-month period ending 30 September 2021, outperforming 
the MSCI All Country World Index by 20.3%, after accounting for manager fees and charges. Driven by bottom-up valuations, 
the Fund maintains an overweight exposure to Europe and UK, while being underweight the US. The largest contributors to 
performance over the last 12 months were CNH Industrial (3.3%), Lloyds Banking Group (3.0%) and Tenet Healthcare (2.7%). CNH 
Industrial and Lloyds Banking Group both recovered strongly from late 2020. For CNH it was the agricultural equipment division 
that drove the recovery, while Lloyds benefited from conservative management approach to loan loss reserves and temporary 
suspension of dividends. Tenet, the second largest public hospital chain in US, began to recover as reduction in infection rates 
allowed for a resumption in elective procedures. Bayer (-1.4%), Credit Suisse (-1.3%) and Naspers (-1.2%) were the largest detractors 
over the period. Credit Suisse suffered two risk management outcomes in 2021, but the manager still sees value as the position size 
is maintained in the fund, while Bayer’s acquisition of Monsanto continues to fuel expensive lawsuits. The manager swapped its 
Naspers shares for Prosus during the quarter, citing better domicile and tax position and higher liquidity. The manager also added 
Glencore, as it’s well positioned to benefit from the transition to lower carbon footprint.

TOP 10 HOLDINGS

Rank Security % Rank Security %
1 Alphabet 7.1 6 Credit Suisse Group 3.8

2 Lloyds banking group 4.4 7 Bank of America Corp 3.8

3 TE Connectivity 4.3 8 Daimler 3.6
4 General Motors Co. 4.2 9 Allianz 3.2
5 Bayer 4.0 10 Prosus 3.2
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    INTERNATIONAL EQUITY: NINETY ONE GLOBAL FRANCHISE 

The Ninety One 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 20.7% during the 12-month period ending 30 September 2021, underperforming the MSCI All Country World Index 
by 6.8%, after accounting for manager fees and charges. Positive contributions for the quarter came from Semiconductors and 
Diversified Financials. ASML (0.6%) continues to benefit from the semiconductor shortage, as record orders pile in. FactSet’s (0.4%) 
positive contribution was driven by continued demand for data feeds and analytics. Booking Holdings (0.4%) benefited from 
expectations that pace of travel will improve as restrictions are loosened. Alibaba (-0.7%) and Netease (-0.6%) were amongst 
the largest detractors during the quarter, driven by regulatory concerns in China. The internet domain registration company 
Verisign (-0.4%) disappointed on its outlook for operating margins, although the company continues to invest in its operational 
infrastructure and security, which is seen as fundamental to its long-term success by the manager.   

TOP 10 HOLDINGS

Rank Security % Rank Security %
1 Visa Inc 8.3 6 Booking Holdings Inc 5.0

2 ASML Holding NV 7.5 7 Verisign Inc 4.3

3 Moody's Corp 6.6 8 Nestle SA 4.3
4 Microsoft Corp 6.0 9 Roche Holding AG 3.9
5 Intuit Inc  5.3 10 Estee Lauder 3.8

   INTERNATIONAL EQUITY (EMERGING MARKETS) – CORONATION FUND MANAGERS 

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

returned 8.6% for the 12-month period ending 31 September 2021, which is 9.6% below the MSCI Emerging Market Index. In the 
portfolio, the largest positive contributor was Magnit which bought out a smaller competitor - giving cost synergies in key metro 
areas - and partnered with the leading ecommerce company in Russia, which will help them compete with X5. Two other notable 
contributors were HDFC (proving mortgage loans and financial services to the Indian market) and an underweight to Alibaba 
which added to relative outperformance as the stock continued to fall. On the downside, Chinese stocks dominated the portfolio’s 
underperformance as regulatory risks hit the Chinese market. The leading online education platform New Oriental Education 
(EDU) was sold down before the announcement, but the remaining holding contributed a relative loss of 1.2% to the fund. The 
manager then sold down given the uncertain outlook for the sector. Youdao is another online education platform but is more 
versatile given adult education lessons and being fully online. Youdao contributed 0.3% loss to the portfolio and the manager still 
holds it given the different business model which can more easily pivot. Other detractors were also all Chinese, including Tencent 
Music Entertainment, Melco Resorts, Baiju Spirits and China literature. From a portfolio turnover perspective, new buys included 
Coupang (ecommerce retailer in South Korea), Eastern European retailer Pepco Group (PG) and Prudential which sold its UK and 
US businesses to become a pure Asian life insurer. Large reduction in Alibaba and Final sales included Meituan Dianping, New 
Oriental Education, Walmart de Mexico and Momo.com on valuation. 

TOP 10 HOLDINGS

Rank Security % Rank Security %
1 Prosus NA 7.9 6 Samsung 3.5

2 JD.Com Inc 6.9 7 Sberbank 3.1

3 Magnit 4.6 8 Naver 2.9
4 Taiwan Semiconductor 4.3 9 Tata Consultancy 2.4
5 Housing Dev Finance Corp 3.9 10 Sendas Distribuidora 2.4
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    INTERNATIONAL EQUITY (EMERGING MARKETS) – HERMES INVESTMENT MANAGEMENT  

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

framework that allows them to identify the conditions that will support and drive the growth of the high-value companies they 
select. Their process includes capturing opportunities and mitigating risk through a range of ESG strategies. The portfolio returned 
16.7% for the 12-month period ending 31 September 2021, which is 1.6% behind the MSCI Emerging Market Index. The largest 
moves in the fund, from a regional perspective, came from China as regulatory risk caused volatility across Chinese equities. Other 
relevant drivers were commodity price sharp rise and subsequent fall for precious metals. Oil continued its rally as supply was 
measured concurrent to increasing demand. Finally supply issues persist due to a confluence of issues including partial lockdowns 
as delta variant affected major manufacturers and ports. From a sector perspective, the fund is overweight technology and 
industrials, but has closed the overweight in financials. Top 5 Positive Contributors to Relative Return included Yandex, Mahindra, 
Bajaj Finserv, Techtronic and Nari Technology, while the quarterly detractors at stock level include LG Household & Healthcare, 
NCSoft Corporation, Alibaba, Natura & Co and Baozun.

TOP 10 HOLDINGS

Rank Security % Rank Security %
1 Taiwan Semiconductor 8.7 6 Nari Technology 2.7

2 Samsung 6.3 7 AIA 2.6

3 Tencent 5.6 8 Natura & Co Holding 2.5
4 Alibaba 5.3 9 Grupo Financiero Banorte 2.4
5 Nari Technology 2.9 10 Delta Electronics 2.4

   AFRICA FRONTIERS  – CORONATION FUND MANAGERS

The portfolio returned 53.2% for the 12-month period ending 31 September 2021, outperforming the 
MSCI Emerging Frontier Africa Markets Index (excluding South Africa) by 29.8%. African equity was 

led up by Zimbabwe rerating, which particularly benefit the portfolio given its high exposure. Other regional markets did well 
with Mauritius (+8%), Nigeria (+5%), Morocco (+5%) and Egypt (+2%) highlighting the recovery in Africa following the upward trend 
of global equities. Zimbabwe benefitted from their largest maize harvest in 20 years, growth in remittance payments, higher 
commodity prices and a $1bn special drawing rights from the IMF.

The largest detractors were all in Nigeria with their fiscal issues weighing heavily on the economy –  Guaranty Trust Holdings 
(-40bps), Stanbic IBTC (-40bps) and Nigerian Breweries (-30bps). The largest contributors to the Strategy’s performance for the 
period were unsurprisingly the Zimbabwe stocks, Econet (+7%), Delta (+2%), and Australia listed Zimplats (+80bps). In terms of 
portfolio activity, the most significant buys have been Commercial International Bank, Eastern Company and gold. Sells included 
Zimplats, Centamin and QNB Al Ahly, which we rotated into Commercial International Bank.

    SOUTH AFRICAN FIXED INCOME  – PRUDENTIAL PORTFOLIO MANAGERS

SA nominal bonds managed to record a marginal positive return in the third quarter, and the portfolios 
benefitted from the allocation to these assets. During the quarter Prudential added to their holdings 

as nominal bonds’ relative valuations became more favourable. The manager took some profits in longer-dated bond positions 
and bought somewhat shorter-dated bonds on the back of the yield curve flattening during the quarter, as such a shift away from 
the previous 15+-year focus to a 10-12-year focus, where valuations have become more attractive on a relative basis. Nominal bonds 
remain attractive relative to other income assets and their own longer-term history and will more than compensate investors for 
their associated risks. ILB real yields are still relatively attractive compared to their own history. In the third quarter the gap between 
ILB and cash real yields narrowed, as cash real yields were steady. Prudential have maintained their positioning in SA listed property 
in the third quarter of 2021. These assets appear to be fairly valued based on the risk involved. Listed property remains the best-
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performing sector (and asset class) in 2021, recording a 27.9% return over the nine months to end-September. It also continues to 
have good long-term growth prospects, with the All Property Index now reflecting a 12-month forward dividend yield at around 9%, 
plus further growth expected on top of this.  

The Prudential Flexible Fixed Income Fund returned 0.37% for the quarter ending September 2021. As at the end of September 
2021, the Fund has a modified duration of 6.6 years and a Fund yield of 10.1%. 

    SOUTH AFRICAN FIXED INCOME  – CORONATION FUND MANAGERS 

September was dominated by central bank meetings. Most committees voted to maintain current 
monetary settings in developed economies, with the notable exception of the Fed which took a step 

towards tapering the quantitative support put in place at the start of the pandemic. The SA Reserve bank (SARB) left the repo rate 
unchanged at its monetary policy meeting. The SARB further revised inflation higher for the near term whilst growth expectations 
were lowered further out. Headline inflation is seen to average 4.4% in 2021.

At the end of August, short dated negotiable certificates of deposit (NCDs) traded at 6.3% (3 year) and 7.3% (5 year) due to a 
repricing of SARB expectations. SA’s more moderate inflation expectations suggest that the current pricing of these instruments 
remains attractive due to their lower duration and high breakeven relative to cash. Current valuations in the bond market 
remain attractive relative to global bond yields. The embedded risk premium is sufficient to compensate for the underlying risks. 
Coronation continues to view government bonds in the 10 yr to 15yr area of the yield curve as very attractive. 

Local property was down 0.2% over September, bringing its 12 month returns to around 58%. On property, one must however 
remain cautious, given the uncertainty around the strength and durability of the local recovery. Certain counters are showing 
value, given their capital structure and earnings potential. 

On inflation linked bonds (ILBs), the manager prefers ILBs with a maturity of less than 8 years. These continue to trade at attractive 
yields and provide protection in the event that inflation materialised well over 5% in the near term.

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 0.38% for the quarter ending September 2021. As at the end of 
September 2021, the Fund has a modified duration of 6.6 years and a Fund yield of 10.15%. 

    SOUTH AFRICAN FIXED INCOME  – PRESCIENT INVESTMENT MANAGEMENT 

The domestic economy grew by 4.2% in the first quarter of 2021 and by 4.7% in the second quarter. 
These outcomes reflect better sectoral growth performances and robust terms of trade. Commodity 

prices have been high, sustaining income gains despite somewhat higher oil prices. While more South Africans have re-entered 
the jobs market as economic activity resumed, the loss of jobs suggests persistent adjustment and sustained weakness in some 
sectors. Household spending remains healthy, however, in line with better-than-expected salaries and wages, rising asset prices 
and low interest rates. 

The July events related to unrest and looting, and the pandemic are likely to have lasting effects on investor confidence and job 
creation, impeding recovery in labour-intensive sectors hardest hit by the lockdowns. According to the latest estimates by the 
South African Reserve Bank (SARB), GDP is expected to grow by 1.7% in 2022, (down from 2.3%) and by 1.8% in 2023 (down from 
2.4%). 

The SARB further assesses risks to the medium-term domestic growth outlook to be balanced, as the recovery impulse fades. 
High export prices are expected to moderate, while very weak job creation will slow household consumption. Investment will 
remain constrained by the still limited energy supply and ongoing policy uncertainty. The faster vaccine rollout presents upside 
i.e., positive risks to the growth outlook. 

According to the SARB, the risks to the short-term inflation outlook are assessed to the upside. Rapid global producer price and 
food price inflation have surprised to the upside in recent months and could do so again. Oil prices have become more volatile 
in recent weeks and could rise beyond expectations. Electricity and other administered prices also continue to present short-
term risks. Given the medium and long-term projections set out above, a weaker currency, higher domestic import tariffs, and 
escalating wage demands present further longer-term upside risks to the South African inflation forecast. 
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The implied policy rate path of the SARB’s Quarterly Projection Model (QPM) indicates an increase of 25 basis points in the fourth 
quarter of 2021 and further increases in each quarter of 2022 and 2023. The SARB has ensured adequate liquidity in domestic 
markets and will continue to closely monitor funding markets for stress. In addition, regulatory relief provided to banks continues 
to support lending to households and firms.

The Prescient Flexible Fixed Income Fund returned 0.40% for the quarter ending September 2021. As at the end of September 
2021, the Fund has a modified duration of 9.9 years and a Fund yield of 10.4%. 

  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 1.01% over the quarter ending September 2021 and about 3.96% over the last 12 months, outperforming 
the STeFI three-month benchmark return of 0.89%. 

The Fund’s maturity position at the end of September was at 110 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.

     CORONATION ABSOLUTES

Over the past 12 months, the allocation to SA equity has been the biggest contributor to the Strategy’s 
returns given its large exposure to this asset class, followed by its holding in domestic bonds. Within 

equities, Altron, Anglo American, FirstRand, MTN and Richemont were the biggest contributors to the Strategy’s return, while 
British American Tobacco, gold shares and Naspers were all small detractors.

Coronation increased the Strategy’s exposure to emerging markets (via the Coronation Global Emerging Markets Strategy) during 
the quarter following the sell-off in China tech stocks. Coronation continues to be cautious on most global asset classes. Developed 
market equities look finely priced, and government bonds will perform poorly if rates continue to rise. SA equities offer attractive 
value, particularly the global businesses that happen to be listed here. For this reason, the allocation to this asset class is relatively 
high. Domestic bonds continue to offer very attractive real yields, but one needs to be mindful of longer-term fiscal pressures that 
could impact returns. 

The Strategy has delivered a resilient performance over the last year, comfortably meeting its mandate, despite uncertainty 
remaining high. This has been achieved by having a considered mix of income and growth assets and a judicious approach to 
instrument selection. Coronation believes the Strategy remains capable of delivering on its mandate over the medium term.    

      NINETY ONE ABSOLUTES

Ninety One believes the most likely outcome is that inflation is going to be more stubborn and have 
an impact on long-term interest rates. The manager is very mindful that higher interest rates are 

impactful on long-duration assets (growth assets and long bonds). The manager thinks US bond yields will drift up to 2-2.25% and 
inflation moderating as supply recovers. Valuations will come under pressure in this environment. 

The offsetting factor is that where businesses have pricing power, the earnings growth is still robust. As long as the growth rate 
is higher than the interest rate, you can still have a good outcome for the stock market. The manager prefers businesses with 
structural growth characteristics, but where there is no challenge to the earnings paradigm. Regulation risk is something they 
are mindful of. Ninety One has exposure to a few businesses in the semi-conductor space. These are delivering well above market 
returns on capital and they are facing the same supply disruptions which will take 2-3 years to resolve. As an example, ASML shares 
have come down 10% in the last month but they make things that are fundamentally useful – things that make people’s lives 
better. The expectation for ASML is approximately 11% revenue growth for the next decade. 
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SA banks have played out to a large extent. We have seen the bad debt write-backs and significant earnings recovery and the 
manager does not think that there is huge upside from banks from current levels. 

The resources space has been a good place to make money – this space has become more interesting now. Iron-ore is now at $100 
from $220. Share has priced in about $115, so the manager thinks iron-ore prices are low. 

Over the next five years, Ninety One expects global equity to be the top-performing asset class, with annualised returns in ZAR 
higher than 10% per annum on average. This departs from the consensus view that believes global equities as a broad theme have 
run too hard, and valuations are full. Ninety One differs materially on this front and are finding significant value in select, high-
quality global equities.

    SANLAM INVESTMENT MANAGERS (SIM) ABSOLUTES
South Africans would have welcomed the pronounced decline in COVID-19 cases in September, as 
this allowed President Ramaphosa to reduce the lockdown level to Adjusted Alert Level 2 on 12 
September, and then again to Alert Level 1 on 30 September. Following a dismal July reading (43.5), 

the ABSA Manufacturing PMI for August bounced back to 57.9. September also saw the release of the second quarter GDP growth 
figure, which showed that the economy had grown by 1.2% (quarter on quarter), above consensus estimates of 0.9%, boosted by 
strong transport and communication activity as well as agriculture. Strong commodity exports in the second quarter also saw a 
current account surplus of R342 billion, well ahead of market expectations of R305 billion.

 September was a testing month for local equity markets as the FTSE/JSE Shareholder Weighted Index (SWIX) retreated by 1.4%. 
Financials was the only sector where investors would have found joy as they rose by 1.7%.  The same can’t be said for the industrials 
sector (-1.2%) and especially the resources sector (-9.6%), with the latter bearing the brunt of a slump in non-energy commodity 
prices. 

The weakness in equities in September presented SIM with an opportunity to further increase allocation to this asset class. The 
sell-off in nominal bonds also allowed for increasing exposure to them in the fund, while also moderately adding to duration, as 
they acquired R2 035 bonds at levels above 10.50%. The cash and short-term interest bearing allocation was again lower, as SIM 
continues to reduce it to fund the increased position in SA equities and nominal bonds.  

No changes took place in the weight of the fund’s offshore equity allocation nor in offshore listed properties. With respect to 
bonds, SIM participated in the primary issue of Bidvest Group UK Plc’s new five non-call two-year USD bond issue (guaranteed 
by Bidvest Limited). The Bidvest bond purchase was funded from the sale of a portion of the SA 2024 bond. The foreign cash 
allocation was unchanged, although there was some benefit from the ZAR weakening by 3.8% over the month.

    CORONATION MANAGED

Despite a very volatile quarter, the Strategy added to its overall gains and ended the year to  
September up double digits. Over the last year, the most significant change has been reducing the 

exposure to global equity in the Strategy and increasing exposure to JSE-listed stocks. Having been overweight global equities, 
Coronation has steadily reduced this exposure into the very strong run that global developed markets have experienced over 
the past 12 months. The manager has also skewed their global exposure towards emerging markets, which have generally 
underperformed developed markets. Coronation has increased their exposure to JSE-listed equity as the JSE screens are offering 
exceptional value at the moment. 

The fund is overweight resources, which have been and should continue to be significant cash generators, with most of that cash 
being returned to shareholders via dividends and share buybacks. Importantly, Coronation was underweight platinum group 
metals, which is the sector that bore the brunt of the recent sell-off. Coronation was underweight iron ore as they hold no BHP 
Billiton or direct exposure to Kumba Iron Ore. The iron ore price was completely unsustainable at over $200, especially given 
widely available resources and China’s many directives to the steel industry to reduce production. 

The Strategy has continued to invest in longer-dated SA government bonds. Global bonds are expected to sell off, given their 
exceptionally low yields, however SA bonds offer value. With real yields in excess of 5%, they are already pricing in significant risk 
of default, which is unlikely in the medium term. The rand should remain supported by very positive terms of trade conditions, 
which will also support these real yields.
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ASSET MANAGER REVIEW

The manager is also overweight global shares listed on the JSE: Naspers/Prosus, ABI, British American Tobacco, Aspen and Quilter. 
The balance is exposed to pure SA stocks, and although Coronation is underweight this segment of the market, they believe that 
there is great value. With the increased exposure to domestic bonds, there is a lot more SA-specific exposure at the overall Strategy 
level.

     PRUDENTIAL MANAGED 

The portfolio positioning shifted during the third quarter as Prudential opted to reduce global equity 
exposure slightly in favour of global cash, which helped to lower risk. As such, among global asset 

classes the manager now prefers cash to equities and bonds. Within the global equity positioning, they remain cautious in their 
exposure to US equities, as this market continued to be expensive compared to most other countries. Instead, the portfolios favour 
selected European and other developed market equities, and some emerging market equities. At the same time, the manager 
kept a marginal preference for global government bonds in the third quarter, out of investment grade corporate credit, having 
added small selective exposure to emerging market government bonds in the second quarter as yields remained particularly 
attractive. Prudential believes that corporate yield spreads are no longer sufficiently high for the risk. In aggregate, the portfolios 
continue to be tilted slightly away from global bonds in favour of global cash. 

Prudential’s best investment view still heavily favours SA equities. SA equity valuations (as measured by the 12-month forward 
PE de-rated slightly over the quarter, moving from around 9.2X at the beginning of the quarter to around 9.1X at quarter end. 
With investor risk concerns rising, equity price gains didn’t keep pace with improvements in company earnings expectations. This 
improvement in valuations was too small to cause the manager to increase their allocation to SA equity, as competing assets also 
remained attractive.

During the quarter Prudential added to their holdings as nominal bonds’ relative valuations became more favourable. The 
manager took some profits in longer-dated bond positions and bought somewhat shorter-dated bonds on the back of the yield 
curve flattening during the quarter. As such a shift away from the previous 15+-year focus to a 10-12-year focus, where valuations 
have become more attractive on a relative basis. Nominal bonds remain attractive relative to other income assets and their own 
longer-term history and will more than compensate investors for their associated risks. ILB real yields are still relatively attractive 
compared to their own history. In the third quarter the gap between ILB and cash real yields narrowed, as cash real yields were 
steady. Prudential have maintained their positioning in SA listed property in the third quarter of 2021. The All Property Index is now 
reflecting a 12-month forward dividend yield at around 9%, plus further growth expected on top of this. 

    ALLAN GRAY MANAGED

The Portfolio returned 4.2% for the quarter, better than the benchmark return of 2.6% for the same 
period. The foreign portion of the Portfolio returned 4.7%, compared with a 60/40 benchmark of 5.0%.

The SA government responded to the third COVID-19 wave with increased restrictions on mobility, which prevailed until the end 
of September. Together with the July disturbances in KwaZulu-Natal and Gauteng, this caused a slowdown of economic activity, 
which in the first six months of the year had recovered strongly. It is estimated by the South African Reserve Bank (SARB) that 
the destruction and disruption caused by July’s violence reduced GDP by 0.7%. However, the economy is now back on the mend. 
While China’s slowdown will have an adverse impact on exports, the current account of the balance of payments should remain in 
surplus into next year, which will help to stabilise the rand. With increasing mobility there has been a notable recovery in tourism 
and dining out. 

In common with other countries, SA has experienced a surge in inflation. The August CPI was 4.9%. The SARB’s current policy rate 
is 3.5%, which is 1% below its inflation target of 4.5% and a negative 1.4% in real terms. This is abnormally low and the SARB is 
likely to join other central banks in responding to higher inflation by increasing rates. While our fiscal deficit has benefited from 
higher commodity prices, it is still unsustainably large. The Treasury has indicated that its longer-term planning will assume that 
the present commodity windfall will not last. 
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The platinum miners had a poor quarter. The prices of palladium and rhodium fell by more than 30%, which means Royal 
Bafokeng Platinum, Impala, Sibanye and Northam were some of the worst performing shares on the market. All of them were 
down more than 17%. Allan Gray is underweight the sector, but still has some exposure to these shares. Despite the lower platinum 
and palladium prices, Sibanye, Impala and Royal Bafokeng are still trading at around five times free cash flow. It is possible that 
demand for PGMs will increase when the chip shortage is alleviated and car production resumes at the normal pace. But a longer-
term concern, and the reason for the underweight position, is that battery-powered cars will have an increasingly negative impact 
on the demand for PGMs. 

SA Inc has been a mixed bag. Remgro was up 19% in the quarter, possibly on the hopes of more action to unlock value for 
shareholders. KAP Industrial was up 18% in the quarter. Financials such as Old Mutual and FirstRand were also strong. On the 
other hand, most retailers and many of the property companies had a poor quarter. Many long-time under-performers held in the 
Portfolio are being seen in a more favourable light by other market participants. Allan Gray continues to see value in the Portfolio 
and good opportunities for outperforming the market. 

      NINETY ONE MANAGED

SA has been resilient owing to high commodity prices, low interest rates, recovery in markets and 
improvement in household wealth. The manager has a positive outlook on SA equities with a tilt 

towards cyclical where earnings revisions are presenting good opportunities. Global defensives such as Naspers, Prosus, Aspen, 
and BidCorp are seeing robust earnings expectations and are trading at reasonable valuations. The manager is gradually reducing 
exposure to resources which have benefited from tight commodity markets and low inventory levels. Ninety One increased 
exposure to local cyclicals, notably banks where earnings expectations continue to rise and valuations still reasonable. The 
manager believes that valuations of local defensives are not compelling but they do have select opportunities in shares such as 
MTN, Pick & Pay and Life HealthCare. 
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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 long-
term incentives. No commission or incentives are paid by Old Mutual Multi-Managers to any persons. All inter-group transactions 
are done on an arm’s length basis. Returns on these products depend on the performance of the underlying assets.

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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