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Collective investment schemes in securities (unit trusts) are generally medium to long term investments. The value of participatory interests (units) may go down as well as up and past performance is not necessarily a guide to 
the future. Fluctuations or movements in exchange rates may cause the value of underlying international investments to go up or down. Unit trusts are traded at ruling prices and can engage in borrowing and scrip lending. 
Forward pricing is used. Quantifiable deductions are the initial fee whilst non-quantifiable deductions included in the net asset value price may comprise brokerage, MST, auditor's fees, bank charges, trustee and custodian fees.  
Commissions and incentives may be paid and if so, would be included in the overall costs. A schedule of fees and charges and maximum commissions is available on request from the company/scheme. If required, the portfolio 
manager may borrow up to 10% of the market value of the portfolio to bridge insufficient liquidity. Unit trust prices are calculated on a net asset value basis, which is the total value of all assets in the portfolio including any 
income accrual and less any permissible deductions from the portfolio. Different classes of units apply to the fund and are subject to different fees and charges. Fund valuations take place at approximately 16h00 SA time each 
day. Purchase and repurchase requests must be received by the Manager by 16h00 SA time each business day. Performance figures are based on lump sum investment (if applicable). This portfolio may be closed in order to 
be managed in accordance with the mandate (if applicable). Please note that with effect from 1 February 2009 the annual management fee on B class units increased by 0.285% (incl. VAT). The risk profile is a measure of 
volatility, i.e. how the absolute return of the fund varies. Note that there are other risks in the fund, which are not reflected in this rating. *The TER shows the percentage of the average Net Asset Value of the portfolio that was 
incurred as charges, levies and fees relating to the management of the portfolio. A higher TER ratio does not necessarily imply poor return, nor does a low TER imply a good return. The current TER cannot be regarded as an 
indication of the future TERs.    
A copy of our performance fees FAQ is available at www.investecfunds.co.za. Investec Fund Managers SA Ltd is a member of the Association for Savings & Investment SA. 
 
 

Adviser Choice 

 

Investment Commentary 

Market review 
Local equities mimicked global market volatility, recovering January’s losses and ending the quarter marginally higher (1.1%). Resource counters 
performed best, with Sasol, the only oil & gas producer constituent in the index, rising 13.1%. Diversified miners closed 3.2% higher while paper 
stocks added 15.5% over the period. Platinum stocks lost 10.5%. Both the industrial and financial sectors underperformed the broader market, closing 
down 0.3% and up 0.7%, respectively. Again, there was substantial dispersion amongst the various sub-sectors, with construction (-25%), food 
producers (-4.3%) and pharmaceuticals (-11.5%) underperforming, while mobile telecommunication (3.9%), life insurance (6.4%) and industrial metals 
(14.5%) enjoyed strong returns.                   
 
Portfolio review  
It seems paradoxical that amidst a sovereign debt crisis in Europe, the aftermath of an earthquake and tsunami in Japan, structurally high 
unemployment and a weak housing market in most developed countries, there is in fact positive global growth. The quarter continued to show signs of 
economic growth on a global basis, and not surprisingly the IMF has forecasted global GDP growth of 4.2% for 2011.  The main risk to growth 
appears to be inflation. However, according to Ben Bernanke, the chairman of the US Federal Reserve, this is well in check as private incomes are 
growing by 5% per annum and private consumption expenditure is only increasing at 0.9% per annum, thereby creating a healthy margin in order to 
pay down debt. The risk of runaway inflation at this stage seems unlikely.  
 
The risk to equity markets may come as a result of the Federal Reserve concluding its $600 billion bond buying programme in June. It is possible that 
once the Federal Reserve’s quantitative easing programme comes to an end, equity markets might pull back and the natural recipient of the outflow 
could be the bond market. The G7’s move to weaken the yen in the wake of Japan’s earthquake has created a monster of speculation in higher 
yielding assets, driven by an artificially cheap currency. The market’s view is that the carry trade is on, which will mean an increased purchase of 
higher yielding assets, emerging market equities and commodities.  
 
In South Africa, the monetary policy committee left the repo rate unchanged at 5.5%, and revised up growth expectations to average 3.7% in 2011 
and 3.9% in 2012. The Quarterly Bulletin from the South African Reserve Bank provided further assurance that the consumer recovery is now well 
entrenched, supporting the growth recovery in the face of global headwinds. 
 
Over the first quarter, the Investec Equity portfolio outperformed the FTSE/JSE All Share Index and the FTSE/JSE Shareholder Weighted Index.  The 
portfolio’s holdings in Mondi, Exxaro and Sasol were the main contributors to performance. We did not hold Standard Bank, Nedbank, Truworths and 
Shoprite, which benefited the portfolio.   
 
Portfolio activity 
The portfolio’s exposure to MTN was raised aggressively during the quarter from 6% to 10%. This was primarily due to an increase in the company’s 
free cash flow as a result of lower projected future capital expenditure. Subsequently, the company has increased its dividend payout ratio 
significantly, and has indicated that this improved ratio will be maintained. The result is a current dividend yield of 5.8%, and 8.87% for 2012 and 2013 
respectively. 
 
Portfolio positioning 
The portfolio remains weighted towards resource and large capitalisation industrial stocks, which are mostly global companies. Our underweight 
position is mainly in banking stocks, which on current valuations appear fully priced and with poor relative growth rates. That said, we have chosen to 
be overweight FirstRand and Rand Merchant Bank. FirstRand’s exposure to the vehicle market and its increasing exposure to the unsecured lending 
market make it a superior growth company in an unattractive sector. The portfolio also has positions in PSG and African Bank, which exhibit similar 
qualities. African Bank’s exposure to the unsecured lending environment and strong cash generation have resulted in an attractive dividend yield as 
well as continued growth potential, while PSG has offered a good entry point into quality assets such as Capitec and Paladin. 
 
Large cap industrial companies, which make up a significant proportion of the portfolio, continue to offer exposure to a wide array of growing 
economies whilst allowing for preservation of capital should the rand weaken from current strong levels. Furthermore, these companies are in        
cash-rich positions with excellent corporate strategy and governance, which are of utmost importance during times of relative uncertainty. The 
portfolio’s largest positions are in Sasol and MTN, representing over 20% of the portfolio. Its top ten positions comprise 64% of the overall portfolio. 
 
 
 
 


