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When I wrote my last quarterly in January it seemed that inflation was going to be our biggest worry going into 2022. In fact, 
it is a really big worry but not solely for the reasons expected back then. The war in Ukraine, outside of the terrible impact on 
human life, has amplified the inflation concerns with the oil price above $100 (and at times far above $100) and maize/wheat 
prices sky-rocketing. Strange though it may seem, there was some kind of “normality” during the pandemic as in lockdown, 
one grew accustomed in one’s expectations.

The rand has surprised on the upside as commodity prices have risen. The JSE has been one of the best equity markets 
in the world in the first quarter and despite the offshore limits for Regulation 28 purposes being increased to 45%, most 
asset managers have kept or even reduced their offshore exposure. A number of modelling exercises have been done and 
published indicating that the optimum offshore exposure is between 35% and 40%, so this gives asset allocators pretty 
much all the flexibility required to manage Reg 28 funds efficiently between local and offshores assets.

In my previous note I briefly mentioned the value that hedge funds have contributed towards our short- and long-term 
performance in our institutional funds. It is in these volatile times that this asset class has really come to the fore and while we 
don’t have hedge funds in our retail unit trusts, we have used the same or similar managers in our boutique equity building 
block. This has turned out to be very beneficial for us and for our clients. We have recently, for the third year in a row, won the 
Fund of Hedge Funds award over 10 years as well as just missing out on the one-year and five-year award. This is our ninth 
award for our fund of hedge funds since 2013. 

Fees for hedge funds often put many investors off however efficient asset allocation to this class and the selection of a good 
range of managers really assist in managing volatility and enhancing overall returns after fees. I am very proud of the team 
that has managed these assets over the years.

It is also in these uncertain times that we as a multi-manager keep close to what our managers are doing and keep looking 
for new and better options. The investment team has spent a lot of time recently researching various opportunities and 
hopefully in my next update I will be able to share the results of this work.

I would also encourage you to keep reading Izak Odendaal and Dave Mohr’s weekly Market Matters update to stay abreast 
of recent market developments and the implications these have for your investments. As always please stay safe and thank 
you for your valued support.

All the best, 

Trevor

BUSINESS UPDATE
TREVOR PASCOE
Managing Director
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PERFORMANCE UPDATE
MONENE WATSON
Chief Investment Officer

“Unprecedented” probably became over-used through the Covid-19 pandemic, but this quarter felt like we were handed 
more “unprecedented” events. Not that war or inflation are new, but the scale of both were unexpected. Global markets 
came under pressure early in the year, as inflation was proving to be protracted, rather than transitory, and it became evident 
that central banks would need to hike rates aggressively to bring inflation under control. The invasion of Ukraine by Russia has 
exacerbated these risks. Food and energy prices have risen, and are likely to stay high, putting further pressure on inflation, 
while at the same time taking money out of consumers’ pockets.

What was also perhaps unexpected this quarter, was the degree to which South African assets outperformed their global 
equivalents. SA equity posted a gain of close to 7% while global equity fell 5%. SA bonds gained 2% while global bonds 
suffered one of its worst outcomes with a loss of 6% as yields rose in response to higher inflation and expectations of higher 
interest rates. A stronger rand (8% appreciation versus the dollar over the quarter) compounded the losses on global assets 
and drove losses across the strategies for the quarter. Funds with a higher exposure to SA equity thus did relatively better.

Building block performance
Most of the asset class building blocks remain ahead of their benchmarks over one year, with the exception of global equity 
which has struggled mostly due to the exposure to emerging markets. Over the quarter, both the local and global equity 
building blocks lagged their benchmarks. Locally our managers collectively had an overweight to Naspers and Prosus which 
fell more than 30 percent over the quarter and was a key detractor from performance. Globally, the underperformance was 
driven by the growth managers, as growth shares underperformed value, and the Coronation Emerging Markets portfolio 
which suffered as its Russian exposure was written down to zero. The portfolio was impacted by exposure to Russia generally, 
either via direct exposure to Russian companies or indirectly through global and SA companies which have underlying 
businesses based in Russia. 

The global property portfolio did well against its benchmark and versus global equity, both over the quarter and year. The SA 
fixed income managers have done well versus their benchmarks. The hedge fund managers collectively delivered a positive 
outcome year to date and continue to offer good risk adjusted outcomes within the overall strategies.
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Changes made during the quarter
Given the heightened uncertainty regarding global economic growth and global asset prices that were only beginning to 
reflect increasing risks, we did not add much exposure to global equity. The valuation of global equity has improved but 
remains slightly elevated. While global growth remains robust at present, growth is slowing and will be further impacted by 
interest rates that are rising sharply. Higher inflation and rising costs will most likely at some point impact company margins 
and earnings. Given the strong performance from local equity, we reduced this exposure slightly and invested the proceeds 
into our global cash fund, reducing risk in the strategies.

FUND RETURNS VS BENCHMARK FOR THE PERIOD ENDING 31 MARCH 2022

March
3 

Months
Year to 

Date
1  

Year
3  

Years
5  

Years
7  

Years
10  

Years Inception
Launch 

Date

Old Mutual Multi-Managers  
Max 28 Fund 0.15% -0.99% -0.99% 16.03% 11.95% 9.40% 8.18% 12.52% 13.08% 14-Oct-99

CPI +6.5% p.a.* 1.13% 2.98% 2.98% 12.51% 11.16% 11.02% 11.75% 11.85% 12.31%

Old Mutual Multi-Managers 
Managed 1.13% 0.13% 0.13% 12.87% 11.49% 9.55% 8.30% 11.47% 11.86% 1-Apr-10

Benchmark -0.21% -0.42% -0.42% 12.86% 10.10% 8.58% 7.57% 10.57% 10.79%

Old Mutual Multi-Managers 
Defensive Balanced Fund -1.11% -3.13% -3.13% 8.28% 8.12% 7.38% 7.38% 9.47% 11.09% 1-Oct-02

CPI +4% p.a.* 0.93% 2.37% 2.37% 9.87% 8.55% 8.41% 9.13% 9.22% 9.35%

Old Mutual Multi-Managers 
Inflation plus 5-7% -0.10% -1.37% -1.37% 14.38% 12.33% 9.84% 8.73% 12.60% 13.68% 14-Oct-99

CPI +6% p.a.* 1.09% 2.86% 2.86% 11.98% 10.64% 10.50% 11.22% 11.32% 11.79%

Old Mutual Multi-Managers 
Inflation plus 3-5% -0.15% -1.53% -1.53% 14.05% 11.84% 9.62% 8.87% 11.90% 13.84% 30-Jun-03

CPI +4% p.a.* 0.93% 2.37% 2.37% 9.87% 8.55% 8.41% 9.13% 9.22% 9.32%

Old Mutual Multi-Managers 
Inflation plus 1-3% -0.32% -1.93% -1.93% 9.41% 9.03% 8.50% 7.94% 10.46% 12.37% 14-Oct-99

CPI +2% p.a.* 0.77% 1.88% 1.88% 7.76% 6.46% 6.33% 7.03% 7.12% 7.57%

Old Mutual Multi-Managers  
Money Market Fund 0.41% 1.14% 1.14% 4.52% 5.89% 6.79% 7.01% 6.75% 8.22% 1-Aug-00

STeFI 3 Month 0.33% 0.93% 0.93% 3.64% 4.81% 5.69% 5.98% 5.80% 7.44%

Old Mutual Multi-Managers  
Long Short Equity Hedge 1.38% 1.50% 1.50% 16.10% 14.14% 9.60% 8.18% 11.36% 12.41% 1-May-04

STeFI +7% p.a. 0.90% 2.68% 2.68% 10.92% 12.23% 13.07% 13.36% 13.13% 13.98%

Old Mutual Multi-Managers 
Balanced Tracker Fund 1.29% -0.39% -0.39% 14.86% 12.96% 31-Oct-19

CPI +5% p.a.* 1.01% 2.49% 2.49% 10.79% 9.33%

Old Mutual Multi-Managers 
Moderate Tracker Fund 0.90% -0.55% -0.55% 13.85% 11.87% 31-Oct-19

CPI +4% p.a.* 0.93% 2.37% 2.37% 9.87% 8.34%

Old Mutual Multi-Managers 
Conservative Tracker Fund 0.11% -0.80% -0.80% 9.34% 8.22% 31-Oct-19

CPI +2% p.a.* 0.77% 1.88% 1.88% 7.76% 6.26%

CPI Inflation 0.60% 1.38% 1.38% 5.64% 4.38% 4.24% 4.93% 5.02%

* These benchmarks are targeted over the longer term.

Annualised returns are shown for periods greater than 1 year.

All performance figures are gross of investment manager fees and tax.

The Managed Fund is benchmarked against the median return of the managers in the AF Global Large Manager Watch.

The OM m|m Inflation plus Funds: As from 1 December 2015, the performance reported per fund are for fully discretionary portfolios.

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).

Sources: Old Mutual Multi-Managers & I-Net
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Dear Clients

During the first quarter of 2022, we communicated to you on the following:

GENERAL BUSINESS
• Curo Ransomware Attack (January, February and March 2022)

In January 2022, Curo Fund Services (Curo), the Old Mutual Multi-Managers investment fund administrator, informed 
us of a technological incident that had impacted its fund administration services. This caused significant delays in their 
operations and impacted the Old Mutual Multi-Managers trading and pricing processes for the trading dates from  
18 January 2022 up to and including 20 January 2022. Trades for these dates were subsequently processed at the correct 
date and price.

Curo confirmed that the outage was related to a cyber security incident (ransomware attack) impacting their Windows 
production environment.

The findings of the forensic investigations into the cyber attack confirmed the following:

• Client data held by Curo was accessed. This includes the Old Mutual Multi-Managers client data held by Curo. 

•  Curo has confirmed that no data was exfiltrated, i.e. no client data was copied, downloaded or removed from their servers. 
Therefore, they have reasonable grounds to believe that no data was acquired.

• Client data that was accessed includes: 

o fund names; 

o fund bank account numbers; 

o fund script account numbers; 

o transaction files as exported out of Curo’s accounting system; and 

o holding statements as exported out of Curo’s accounting system. 

Old Mutual Multi-Managers continues to engage with Curo on any findings that may emerge and associated remedial 
actions.

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



8

INVESTMENT RELATED
• Hedge Fund Awards (15 March 2022)

Old Mutual Multi-Managers Long Short Equity Fund of Hedge Funds has once again received an award for the best fund of 
funds over ten years during the annual HedgeNews Africa Awards 2021, celebrated at a gala dinner at Lourensford, Somerset 
West on Thursday, 10 March 2022.  This brings our total awards over various time periods to nine, since 2013.  While the fund’s 
long-term performance has been consistently good, the fund of funds was also in the running for the 2021 one year and five 
year awards given strong performance over the short and medium term as well. 

The awards recognise the best risk-adjusted returns of alternative strategies and hedge funds in South Africa and the broader 
Africa region each calendar year, based on an established methodology and independently verified data submitted to the 
HedgeNews Africa database.

Should you wish to discuss any of these communications, please contact me on 079 883 8153. 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
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SA HEDGE FUNDS: DEFINITELY 
WORTH THE FEES
NOSIBUSISO NQGONDOYI
Head | Property and Hedge

The South African regulated hedge fund industry ended 2021 with R86.9 billion in assets under management (AUM), growth 
of R13.7 billion over the 12-month period, according to the Association for Savings and Investments South Africa (ASISA). Since 
net inflows were muted at R590 million, the bulk of the growth was due to the strong returns generated by hedge funds 
over this period. 

The South African hedge fund industry boasts a successful track since the launch of the very first hedge fund more than 25 
years ago. The industry has however not had much success in growing assets despite being regulated under the Collective 
Investment Schemes Control Act (CISCA) since 2015. The ASISA hedge fund classification standard, released two years ago 
to make it easier for investors to assess and compare funds and to select those appropriate for their risk profiles, has also 
seemingly had little impact. To put it in context, the local Collective Investment Schemes (CIS) industry reached a R3 trillion 
milestone and ended 2021 with R3.14 trillion in AUM, which shows that the local hedge fund industry does not even come 
close to 1% of the CIS industry. 

At Old Mutual Multi-Managers we believe hedge fund exposure is an important part of building diversified portfolios. Unlike 
long-only funds, which make up the bulk of the CIS industry, hedge funds have the unique ability to not only buy stocks 
they expect to increase in value, but also profit from the stocks they believe will decrease in value. Essentially, hedge funds 
can profit both in down and up markets by going short on assets they believe are overvalued and long on undervalued 
assets. As such the return profile of hedge funds is less correlated to equity markets due to their ability to avoid large market 
drawdowns and thus extract value not easily obtained through the traditional long-only market exposure. 

The graph below shows the drawdown profile of the Old Mutual Multi-Managers Long Short Equity Fund of Funds since 
inception against that of the SA equity benchmark. We try to capture at least two thirds of market gains while only 
experiencing no more than one third of the market downside. Since inception the fund has participated in only 11% of the 
equity market downside while sharing in 42% of the upside.
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Although the upside capture has been less than anticipated since inception, the success on the down capture has resulted in 
the Old Mutual Multi-Managers Long Short Equity Fund not only outperforming the SA equity benchmark over most trailing 
periods as shown below (all returns are net of fees), but also outperforming the median return of the Hedge News Africa 
Single-Manager Composite, which talks to good manager selection by our investment team. The addition of hedge funds 
in our institutional inflation plus strategies has thus continued to deliver good risk adjusted return outcomes for our clients 
over time.
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30%

1 year 3 years5  years 7 years1 0 years

RETURNS

OMMM Long Short Equity FoHF HNA - SA LSE SA Equity Benchmark

We appreciate the diversification benefits hedge funds present to balanced funds and we boast a successful 17-year track 
record in the fund of hedge fund space. Our success was recently once again endorsed when the Old Mutual Multi-Managers 
Long Short Equity Fund received the award for the best fund of funds over 10 years for the fourth year in a row at the Hedge 
News Africa Awards 2021, with a net annualised return of 11.9% and a Sharpe Ratio of 0.90. This is against SA equities which 
delivered an annualised return of 11.0% over the same period at a Sharpe Ratio of 0.36%. The fund was also in the running 
for the 2021 one-year and five-year awards given strong performance over the short and medium term as well. The awards 
recognise funds that delivered superior returns at much lower levels of risk. 

While we believe that hedge funds offer compelling benefits on a net of fees basis, we are cognisant that the Total Expense 
Ratio is concerning for many investors who are trying to manage the fees clients pay. This is particularly so following periods 
where hedge funds have delivered strong performance relative to other asset classes and therefore incur performance fees. 
Note that the cost of including hedge funds in our portfolios is limited to the underlying manager cost as Old Mutual Multi-
Managers does not charge an additional fee for the inclusion of the hedge fund of funds in our portfolios. We understand 
the concerns regarding hedge fund fee structures and have worked towards finding better alignment for our investors. High 
water marks ensure that performance fees are only charged once for the same part of the return. We measure and report on 
all performance net of all fees.

Even though hedge funds come at a cost, they are a key source of return diversification and have added value to our investor 
portfolios net of fees. The unfortunate Russia/Ukraine conflict has brought about elevated levels of fear and uncertainty to 
markets. Another reminder that markets are unpredictable, and diversification is the best defence against such uncertainty. 



LOCAL AND 
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SYNOPSIS:
• Equities claw back some losses but are negative for the quarter.

• Global bonds battered by rising rates.

• South African bonds, equities and property outperformed global counterparts. 

GLOBAL
The war in Ukraine and rising interest rates put severe pressure on global equity markets, though there was a rebound 
towards the end of the quarter as it appeared that some of the worst-case scenarios (such as a direct military confrontation 
between NATO members and Russia) would not come to pass. However, the slump in global bond markets was even more 
notable and persistent as yields surged higher (bond yields and prices move in opposite directions). 

The global equity benchmark MSCI All Country World Index gained 2.2% in US dollars in March but lost 5.4% in the first 
quarter. This took the one-year return to 7.3%. 

On an equity sector basis, only energy (the winner by far with a 31% return), materials, financials and utilities were positive 
in the first quarter. Most of the pain was felt by growth shares that are more sensitive to higher interest rates. The MSCI All 
Country World Growth Index lost 9.4% in the first quarter, while the Value Index only lost 1%. 

In the US, the benchmark S&P 500 returned 2.8% in March, but the first quarter return was still negative at -4.6%. However, 
the 15% return over 12 months is still solid. 

Japan’s market rebounded strongly in March, with the Nikkei 225 returning 5.8% in yen. It was still a negative first quarter for 
Japanese equities and the one-year return remains negative at -2.8%. 

Eurozone equities were positive in March, with the Eurostoxx 600 Index returning 1% in euros. However, the 2022 return to 
date is -5.9% and the one-year return is now down to 9%. 

The UK bucked the trend of a weak first quarter with the FTSE 100 posting a 3% return in sterling, buoyed by the index’s large 
exposure to oil majors and diversified miners. 

The MSCI Emerging Markets Index was negative in March and the first quarter as Chinese shares fell sharply and Russian 
shares stopped trading and were removed from the index. The emerging markets benchmark lost 7% in the first quarter and 
11% over one year in dollars. On the positive side, commodity producers South Africa and Brazil posted dollar returns of 20% 
and 36% respectively in the first quarter. 

Global bonds suffered a brutal quarter as rising interest rate expectations saw yields jump. The benchmark US 10-year 
Treasury yield rose to 2.32% at the end of March having started the year at 1.4%. Shorter-term yields increased faster, leading 
to a flattening yield curve. The US 2-year Treasury yield still ended the quarter at 2.28% having started at 0.7%. Yields rose 
in other developed countries too, and the share of bonds with negative yields has shrunk rapidly from a peak of $18 trillion 
dollars to low single digits. With corporate credit spreads also widening, the Bloomberg Global Aggregate Bond Index lost 
3% in March and 6% in the quarter. 

LOCAL AND INTERNATIONAL 
MARKET COMMENTARY
IZAK ODENDAAL
Investment Strategist
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Global listed property followed equities higher and the FTSE/EPRA Nareit Developed Index returned 4% in dollars in March. 
However, this was not enough to offset losses in January and February and the first quarter return is negative. The 12-month 
return of the index is still ahead of global equities at 14.5%.

Unsurprisingly, oil prices were extremely volatile during March as markets grappled with the risk of substantial disruptions. At 
one point Brent crude jumped to $138 per barrel on news that the US and UK would ban Russian oil imports, but this spike 
was not sustained, and the quarter-end price was $113 per barrel, a 44% gain during the quarter. Natural gas and coal prices 
similarly remain elevated. Platinum and palladium prices pulled back sharply in March, but both were still higher than at the 
start of the year. Gold gained further to end the month at $1 947 per ounce. 

LOCAL
Local equities were positive in March to cap a strong first quarter during which the JSE benefited from high global commodity 
prices and the ongoing domestic economic recovery. The FTSE/JSE Capped SWIX returned 1.5% in the month, 6.7% year-to-
date and 20% over one year. 

Resources were negative in March (down 1.65%) as the platinum miners lost some shine, but strongly positive in the first 
quarter (returning 19%). Resources returned 32% in the 12 months to end March. 

Financials had a very strong month with an 11% return as the banks reported solid results. Financials returned 20% in the first 
quarter and 50% over the past year. 

Industrials, in contrast, struggled. Four of the large rand-hedge shares (Naspers, Prosus, British American Tobacco and 
Richemont) had sharp declines in the month. Industrials lost 4% in March and 13% in the first quarter to drag the one-year 
return into negative territory. 

Listed property rebounded in March after declining in January and February. The FTSE/JSE All Property Index (ALPI) returned 
4.4% in the month. Despite a negative first quarter, the 12-month return was still solid at 26%.  

South African nominal bonds posted a positive return in March and the first quarter despite volatility in local yields and the 
big global bond sell-off. The All Bond Index delivered 0.45% in March and 1.9% in the first quarter. The 12-month return of 
12.4% is well ahead of cash and inflation. Inflation-linked bonds lost 0.7% in March, reducing the one-year return to 11%. 

The local currency has been supported by higher commodity prices and ended the month stronger at R14.61 per dollar. That 
amounts to an 8% appreciation against the dollar since the start of the year, compounding the losses from global asset 
classes for local investors.

This document is for information purposes only and does not constitute financial advice in any way or form. It is important to consult a financial planner to receive 
financial advice before acting on any information contained herein. Old Mutual Wealth and its directors, officers and employees shall not be responsible and disclaims 
all liability for any loss, damage (whether direct, indirect, special or consequential) and/or expense of any nature whatsoever, which may be suffered as a result of or 
which may be attributable, directly or indirectly, to the use of, or reliance upon any information contained in this document. Old Mutual Wealth is brought to you 
through several authorised Financial Services Providers in the Old Mutual Group who make up the elite service offering.
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MARKET INDICES PERFORMANCE TABLE
January 1999 - March 2022 (not annualised if less than 1 year)

1  
month

3 
months

6 
months

1  
year

2  
years

3  
years

4  
years

5  
years

7  
years

10  
years

15  
years

JSE AllShare (J203T) 0.01% 3.84% 19.55% 18.61% 35.14% 14.22% 11.85% 11.39% 8.88% 11.94% 10.35%

JSE SWIX (J403T) 1.35% 5.69% 14.47% 12.95% 30.81% 10.63% 7.98% 8.27% 6.47% 10.74% 9.82%

JSE Top 40 (J200T) -0.81% 3.64% 20.48% 17.56% 34.55% 14.90% 12.65% 12.31% 9.26% 12.19% 10.28%

JSE INDI (J257T) -4.29% -13.11% 0.87% -2.72% 15.94% 7.65% 4.68% 4.89% 4.72% 11.34% 11.93%

JSE RESI (J210T) -2.03% 18.18% 44.40% 31.72% 58.36% 26.90% 30.18% 26.22% 15.16% 9.58% 6.97%

JSE Midcaps (J201T) 6.28% 6.94% 11.04% 26.04% 35.35% 9.90% 6.32% 5.51% 5.37% 9.40% 10.08%

JSE Smallcaps (J202T) 4.82% 4.02% 13.12% 36.50% 56.41% 17.89% 8.17% 5.89% 6.63% 11.14% 9.73%

JSE Value (J330T) 1.44% 14.80% 29.11% 40.41% 46.41% 14.20% 12.87% 11.09% 7.53% 9.29% 8.62%

JSE Growth (J331T) -1.66% -1.75% 14.26% 3.35% 26.39% 14.54% 11.35% 11.55% 9.79% 13.66% 11.36%

ALBI 0.45% 1.86% 4.77% 12.37% 14.64% 8.43% 7.17% 8.92% 7.80% 8.15% 8.35%

FTSE/JSE Africa SA List 
Prop (SAPY) (J253T) 5.05% -1.27% 6.97% 27.06% 30.70% -3.82% -4.29% -4.85% -2.67% 4.97% 7.48%

FTSE 100 INDEX -6.49% -9.42% 0.59% 5.72% 7.29% 1.87% 5.37% 3.32% 2.48% 7.41% 3.23%

COMPOSITE DAX INDEX -7.87% -19.86% -14.51% -11.79% 8.82% 7.03% 6.58% 6.01% 6.44% 13.15% 8.76%

SA CPI 0.60% 1.37% 2.37% 5.65% 4.25% 4.37% 4.30% 4.24% 4.93% 5.02% 5.65%

STeFI 0.36% 1.03% 2.00% 3.92% 4.24% 5.22% 5.73% 6.07% 6.36% 6.13% 6.88%

Currency: ZAR
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ASSET MANAGER REVIEW

 SA EQUITY  
MICHAEL DODD | HEAD OF EQUITY

The South African Equity Building Block had a difficult first quarter of 2022 as the combination of 
managers returned 4.8% net of fees during the quarter, underperforming the benchmark return 
of 6.7%. A number of managers struggled during the quarter, largely due to an underperforming 
collective overweight position in Naspers and Prosus whose share prices came under pressure as 
investor sentiment turned negative on China amidst heightened market volatility due to Russia’s 
invasion of Ukraine. The standout managers during the quarter were Ninety One and Sentio who 
both delivered outperformance over this time period.

Over the last year, the South African Equity Building Block has outperformed, delivering a return of 21.1% net of fees versus the 
Capped SWIX benchmark return of 20.4%. 

The standout manager over the last year has been M&G Investments who delivered relative outperformance of 5.1% versus the 
benchmark. M&G’s outperformance was driven by high conviction overweight positions in strong performers such as MTN, 
Investec Plc, Sasol and Glencore. Ninety One also delivered relative outperformance of 1.1% versus the benchmark over the last 
year as overweight positions in outperformers such as Richemont, Absa, MTN and Glencore contributed positively to relative 
performance. Sentio also contributed positively to the portfolio over the last year, outperforming the benchmark by 0.5% over this 
time period. This outperformance was predominantly driven by overweight positions in Northam Platinum and Shoprite, as well 
as underweight positions in Naspers, Gold Fields and Mondi. The performance of Coronation slipped behind the benchmark over 
a one-year period with the Coronation portfolio ending the period 4.6% behind the benchmark. Coronation’s underperformance 
over the period came mainly from underweight positions in strong performers such as MTN, Capitec, Sasol and Richemont, as 
well as overweight positions in Prosus and Quilter. Finally, Aeon struggled in the last year, underperforming the benchmark by 
5% as the prevailing market environment that favoured a value style did not suit their “growth at a reasonable price” investment 
philosophy. Aeon’s underperformance, relative to the benchmark, was largely driven by underperforming overweight positions 
in Prosus, Mondi and Impala Platinum, while a zero holding in Capitec also detracted from relative performance.

From a portfolio positioning perspective, the consolidated portfolio maintains an overweight to the industrials sector with the 
preferred overweight positions of Prosus, The Foschini Group and British American Tobacco coming from a range of different 
industrial sectors. While the portfolio is underweight financials on the whole, there is a clear preference for the banks among the 
managers with the preferred overweight positions within the banks being Absa, Investec and Standard Bank. While the portfolio 
is neutral in its resources positioning, there are preferred overweights within this sector focused on the diversified miners, such 
as Glencore and Anglo American, and energy, such as Sasol and Exxaro.

CONSOLIDATED TOP 10 HOLDINGS

Rank Security % Rank Security %
1 Anglo American Plc 6.3 6 Naspers Ltd 4.6

2 MTN Group Ltd 6.2 7 Sasol Ltd 4.0

3 Standard Bank Group Ltd 5.8 8 British American Tobacco Plc 3.8
4 Prosus NV 5.5 9 Glencore Plc 3.7
5 FirstRand Ltd 4.9 10 Absa Group Ltd 3.7

LONG SHORT EQUITY FUND OF HEDGE FUND (LSE)  
NOSIBUSISO NQGONDOYI | HEAD OF PROPERTY AND HEDGE

SA Equities enjoyed a good run during the first quarter as South African resources posted the 
largest outperformance and benefitted from the Russia/Ukraine conflict which pushed the prices 
of commodities to extreme levels amid the fears of supply disruptions. Russia is one of the world’s 
largest producers of metals and energy commodities. The Long Short Equity Fund was up 1.6% 
during the quarter and did not keep pace with SA equity which was up 6.7% as our managers 
maintained a defensive positioning with lower net exposure to the market. Over the 12-month 
period, the Fund was up 16.2% compared to SA equity which was up 20.4% over the same period. 

The Fund remains well ahead of equities over three years and longer. We are pleased that the Fund has continued to display strong 
capital appreciation and capital preservation benefits over the short term and longer. Hedge funds continue to prove their worth 
as a valuable source of return diversification, more so during periods of volatile markets.
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SA ENHANCED INCOME AND FLEXIBLE FIXED INCOME  
AMEER AMOD | HEAD OF ABSOLUTE AND FIXED INTEREST

The first quarter of 2022 saw a significant increase in financial market volatility. Global inflation 
expectations for this year have more than doubled from a year ago (5.1% currently from 2.1% 
previously), while expectations for growth have moderated to about 4% from 4.6% previously. 
US monetary policy is now expected to move into restrictive territory, with the Fed funds rate 
anticipated to end 2022 at 3.1%. The combination of rand appreciation and bond returns has made 
SA government bonds the best performer in the global bond universe, well ahead of global bond 
indices which have been dragged into negative territory due to the sell-off in US bond yields.

SA’s inflation was expected to average 5.5% in 2022 and 4.6% in 2023 prior to the move in commodity prices. Consequently, the 
SA Reserve Bank was expected to continue the normalisation of interest rates at a very gradual pace taking the nominal repo rate 
to between 6% and 6.5% by the beginning of 2024, hence maintaining the real repo rate within the 1.5% to 2% range. However, 
things have changed significantly since the start of the year, with white maize and oil prices higher by 12% and 42% respectively. 
Despite the poor demand backdrop in SA, given that a large part of the inflation basket is comprised of food and fuel related 
items, the longer these prices stay high, the stickier inflation becomes at higher levels and the more likely it becomes that this 
elevates other prices in the basket (second round effects of higher food and fuel prices). Inflation is now expected to average over 
6% for 2022 (peaking above 6.5%) before coming down to an average above 5% in 2023.  

Value has shifted more towards the 10-year area of the curve. This shift in value is reflective of the recent risk premium compression 
that has occurred between the 10- and 20-year areas of the yield curve. SAGBs, therefore, still embed a significant risk premium, 
both in terms of inflation expectations and relative to cash, with the value point now being the 10-year area of the yield curve. 

The recent rally in ILBs has compressed real yields, however, they still remain well in excess of the SARB’s forecasted neutral real 
policy rate of 2.1%. Real yields with a maturity of less than 10 years trade anywhere between 2-3.5% with the implied breakeven 
inflation rate between ILBs and nominal bonds below expected inflation over the next two years. 

The local listed property sector had a weak quarter, however, it has delivered a solid return of 26.25% over the last 12 months. The 
balance sheet concerns in the sector have subsided as companies have managed to introduce dividend payout ratios (with some 
withholding dividends entirely) and selling off assets in order to recapitalise themselves. Going forward, operational performance 
will remain in the spotlight as an indicator of the pace and depth of the sector’s recovery.

SA PROPERTY  
NOSIBUSISO NQGONDOYI | HEAD OF PROPERTY AND HEDGE

The All Property Index (ALPI) recorded total returns of -1.60% for the quarter ended March as 
evidence that high inflation is in fact not transitory resulting in rate hikes and bond yields spiking 
while the Russia/Ukraine conflict introduced panic in markets. The SIS SA Property Composite 
delivered a return in line with the benchmark and benefitted from overweight exposure to 
Sesfikile. Catalyst’s marginal underperformance of 18 bps was offset by Sesfikile’s 5 basis points 
outperformance relative to the benchmark. The main detractors to the Catalyst performance were 
overweight positions in Capital & Counties, Rebosis A and Fairvest A which underperformed the 

benchmark and underweight positions in Irongate which outperformed the benchmark. Sesfikile benefitted from their defensive 
positioning with overweight exposure to local defensive retail and offshore names. The Fund posted a 26.5% return for the year, 
13 basis points ahead of the benchmark. This was largely on the back of outperformance generated by Catalyst over this period. 
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ASSET MANAGER REVIEW

INTERNATIONAL EQUITY  
ANDREEA BUNEA | HEAD OF GLOBAL

The first quarter of 2022 was a challenging one for global risk assets, as concerns over the need for 
faster interest rate hikes and economic implications following Russia’s invasion of Ukraine weighed 
heavily on global equities. Developed markets were down 5.2% for the quarter, despite a 2% 
recovery in March. Rising interest rates seemed to weigh heavily on growth stocks as they finished 
the quarter down 9.6%, while value stocks managed to end the quarter 0.5% in the red. Emerging 
Markets however continued their selloff into March, finishing the quarter 7% down in US dollars. 
The index was materially impacted by Russia’s invasion of Ukraine, while China also weighed down 

on performance, driven by concerns over increasing Covid-19 infection cases alongside broader geopolitical concerns. In this 
challenging environment, the global equity strategy finished the quarter 7.5% in the red, lagging the MSCI ACWI by 2.2%. Our 
value-oriented active managers finished the quarter in line with the broader index. While both managers benefited from the 
positive momentum across value stocks during the first two months of the quarter, this was interrupted by limited direct and 
indirect exposure to Russia and its decision to invade Ukraine towards the end of February. Our growth and quality focused active 
managers struggled during the quarter, as the prospect of higher interest rates weighed more heavily on expensive growth stocks. 
The emerging market tilt also contributed to the underperformance of the strategy during the quarter relative to the broader 
MSCI ACWI benchmark. Overweight exposure to Russia and stock selection in China were amongst the largest detractors during 
the quarter.

CONSOLIDATED TOP 10 HOLDINGS

Rank Security % Rank Security %
1 Alphabet Inc 2.4 6 Samsung Electronics 1.5

2 Microsoft 2.2 7 ASML Holdings 1.5

3 VISA 1.9 8 Bayer 1.4
4 Moody’s 1.8 9 Anthem Inc 1.3
5 Booking Holdings 1.6 10 Prosus NV 1.3

INTERNATIONAL PROPERTY 
NOSIBUSISO NQGONDOYI | HEAD OF PROPERTY AND HEDGE

Macro factors were the dominant driver of global markets during the first quarter of the year as 
the Russia invasion of Ukraine and rising inflationary pressures took centre stage. Global listed real 
estate, as measured by the FTSE EPRA/NAREIT Developed Index, finished the quarter down 4.0%, 
with Europe and the US down 7.1% and 4.1% respectively, while the Asia Pacific region was down 
82 basis points. The sectors that had borne the brunt of Covid were some of the best performing 
sectors, including hotels, health care and office. The SIS International Property Composite was down 

1.5% and outperformed the benchmark by 2.4% during the quarter. The Fund posted a return of 18.7% for the year and generated 
4.2% alpha relative to the benchmark. All three of our managers delivered positive relative outperformance to the benchmark 
during the quarter, ranging from 20 bps to 5.5%. Resolution was the best performing manager and benefitted from overweight 
exposure to health care, self-storage and benchmark underweight exposure to data centres, while Catalyst’s exposure to industrial 
and manufactured housing stocks hurt relative performance. Blackrock’s exposure to US and Eurozone office contributed the 
most to the 1.5% alpha generated during the quarter.
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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



Old Mutual Multi-Managers is a Division of Old Mutual Life Assurance Company (South Africa) Limited. A licensed Financial Services Provider and Life Insurer.

JO-ANN DE KLERK
HEAD | CUSTOMER SUPPORT 

TELEPHONE  021 524 4835

CELLPHONE  079 883 8153

EMAIL   jo-ann.deklerk@ommm.co.za

JADE MARTIN 
CUSTOMER SUPPORT SPECIALIST

TELEPHONE  021 524 4830

EMAIL   jade.martin@ommm.co.za  

HELPLINE 021 524 4430

FAX   021 441 1199

EMAIL   ommmclientquery@ommm.co.za

ommultimanagers.co.za

CONTACTS

om
bd

s 
  0

1.2
0

22
   

C5
0

19


