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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 

Equity markets continued to advance over the quarter, with the MSCI All Countries World Index returning 4.4% in US dollar terms. The MSCI 
Emerging Markets Free Index returned 2.1%, and the MSCI Asia ex Japan Index 1.2%, both in US dollars. Smaller companies performed broadly in 
line with the major indices; the HSBC Index returned 4.8% in US dollars.   
 
Despite a mid-quarter dip, yields on 10-year government bonds rose to 3.47% in the US, 3.69% in the UK, 3.35% in Germany and 1.25% in Japan. 
The 45 basis point rise in German yields was the most marked. Yield spreads relative to Germany rose to new peaks in Greece, Portugal and Ireland. 
They dipped in Italy and Spain, although actual yields rose markedly. Spreads on investment-grade corporate and high yield bonds rose during the 
equity correction but fell at the end of the quarter, resulting in positive US dollar returns, while returns from emerging market debt were also positive. 
The return on the Citigroup World Government Bond Index was 0.7% in US dollars.  
 
Portfolio review 

The Investec Global Balanced Feeder Fund had a good quarter, with global equities making a strong contribution to returns. The fund gained 4.5% in 
rand terms over the review period.  
 
Portfolio positioning   

Despite all the shocks, concerns and uncertainties in the first quarter, global equities still returned 4.4%. Annualised, this would produce a return of 
18%, in line with our forecast of high-teens returns for the year. Markets are bouncing back from a mild setback, yet investors are hunting for reasons 
to ignore the improving trend. With strong earnings growth, modest valuations and under-invested institutional and private investors, we think it will 
take at least one significant new shock to prevent equities rising further in the second quarter and over the rest of the year. On the positive side, 
growth in corporate earnings is likely to continue to exceed forecasts with margins in developed markets unlikely to peak until unemployment has 
fallen substantially, while the relative performance of emerging markets is recovering strongly from its recent setback. 
 
Government bonds have performed better than we expected, even though developed market yields have risen, particularly in Europe. Corporate 
bonds, especially high yield bonds, Asian government bonds and emerging market debt have delivered satisfactory returns, enabling us to produce 
reassuringly positive returns from bonds overall. The outlook for bond returns may be only modest, but we believe claims that a bubble in valuations is 
about to burst is far too alarmist. Our scepticism at the start of the year about the prevailing bearishness of the yen and euro relative to the US dollar 
has been broadly vindicated; we now expect the yen to rally. We anticipate that current affairs will bring more to worry about in the rest of the year, but 
investment markets, especially equities, should continue to produce solid returns. 
 
 


