
Coming off of a strong year of above-average investment 
returns in 2017, investors can currently expect to earn 
somewhat lower returns over the medium term that 

are generally more in line with their historic averages. This is 
indicated by our assessment of the latest valuations across most 
asset classes, which are neither very cheap nor expensive, but 
broadly trading around their longer-term fair values. For example, 
an investor in the Prudential Balanced Fund could expect a 
return of around 4% to 6% above inflation (or low double-digits 
including inflation) over the next five years or so – a common 
return target range for high-equity multi-asset funds. 

When it comes to our latest ‘house view’ on fund positioning, 
offshore exposure remains an important diversifier, we believe. 
Prudential’s model portfolio weighting is around 25% currently, 
while considering the new 30% offshore limit. This is largely 
held in global equities, where valuations have fallen nearer their 
long-term averages after the sharp market correction in February. 
Despite recent concerns over the possibility of more aggressive 
interest rate hikes in the US and other major economies this year, 
fundamentals remain positive for global growth and corporate 
earnings. Meanwhile, we continue to avoid global government 
bonds, which still offer very low yields compared to history.  

 In South Africa, equities are our preferred asset class. On a 
price-to-book-value basis they are slightly cheap at 2.0x compared 
to their longer-term median value of 2.1x, while on a 12-month 
forward price-to-earnings metric they appear somewhat expensive 
at 14.9x versus their 14.5x longer-term fair value. This gives us a 
valuation near their average; yet their prospective real return of 
6.3% is still attractive relative to other local asset classes.    

Local bonds, meanwhile, have rallied substantially in 2018 
amid positive sentiment arising from the new ANC President, 
the improved budget, falling inflation and diminishing chances 
of further credit rating downgrades. The yield on the benchmark 
10-year government bond, for example, has fallen from 8.6% at 
the start of the year to 8.1% at the end of February. While this level 
is close to longer-term fair value, longer-dated bonds are more 
attractive, such as the 20-year bond which is offering 8.9%, ample 
compensation for the risks the market faces. We are moderately 
overweight longer-dated bonds in our model portfolios. 

Finally, the listed property sector was badly hit in January 
and February, returning -9.9% in each month on the back of 
rumours of accounting irregularities and share price manipulation 
within the Resilient group of companies. These four companies 
accounted for over 40% of the market capitalisation of the SAPY 
index at 1 January.  Consequently, SA listed property valuations 
as a whole fell to relatively cheap levels. However, other property 
companies’ share prices rose approximately 5% over the period, 
meaning that the broader valuation does not accurately reflect the 
fundamentals of the asset class (which would otherwise be trading 
around its longer-term fair value). At the same time, there is some 
doubt about a recovery in the Resilient companies’ share prices. 
As such, we have opted to maintain our neutral positioning in SA 
listed property in the absence of further information.  

To conclude, it’s important to stay invested. Although investors 
could expect to earn average returns over the medium term (based 
on current asset valuations), we never know exactly when these 
returns will be delivered – everyone should expect them to come 
unevenly, with a significant amount of volatility in the shorter term.  
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Laurium 
Capital, an 
independently 

owned asset 
manager based in 
Johannesburg, is 
building a strong 
case for inclusion 
of their multi-
asset funds in 
your investment 
portfolio. After 
building an 
excellent track 
record in hedge 
funds since 2008, 
Laurium Capital 
entered the unit 
trust space in 
February 2013 with 
the launch of the 
Laurium Flexible Prescient Fund. Having 
just celebrated its fifth anniversary at the end 
of January this year, the Laurium Flexible 
Prescient Fund has delivered a net return of 
15.0% per annum, and was ranked number 
one in the South African Multi Asset 
Flexible Sector up until the end of February 
2018 since inception.

To put this solid portfolio management 
into perspective, the Laurium Flexible 
Prescient Fund has outperformed the 
All Share TR Index, which has delivered 
a return of 10.6% per annum over the 
same period, by 4.4% per year, and more 
importantly at a lower risk (Source: 
Morningstar, 28 Feb 2018).

After a successful start in the Multi-
Asset Flexible category with the Laurium 
Flexible Prescient Fund, Laurium decided 
to launch a Multi-Asset High Equity 
(Balanced) Fund, which is managed very 
similarly to the Laurium Flexible Prescient 
Fund, but with a lower equity allocation 
to comply with Regulation 28 restrictions. 
The SA Multi-Asset High Equity Sector, 
more commonly known in the retail 
market as the balanced fund sector, has 
over R600bn of assets under management, 
split across over 150 different funds. This 
is a very competitive sector, dominated by 
the larger managers. 

The Laurium Balanced Prescient Fund was 
launched on 9 December 2015 and is off to a 
great start. The consistent rankings speak for 
themselves: 
• 1 Year – ranked 6th out of 159 Funds
• 2 Years – ranked 3rd out of 159 Funds
• Since Inception – ranked 8th out of 140 

Funds

Being the competitive team that we are 
at Laurium Capital, we are extremely proud 
of our top quartile performance, and our 
clients have benefited by supporting us and 
including Laurium funds in their portfolios. 
All our funds are underpinned by a common 
investment philosophy. 

One of the key differentiators as a firm has 
been our Africa (ex-SA) research capability. 
The African continent has an exciting long-
term growth story underpinned by attractive 
demographics and the rise of a middle class, 
which we have been tapping into for the last 
nine years with much success. While Laurium’s 
African Equity Fund is not approved for sale 
to investors in SA, it has gained support from 
international investors, who have been well 
rewarded, with the fund outperforming the 
African markets by 10% per annum since 
inception on 1 January 2014, deserving its 
place as one of the top performing African 
funds over this time. The relevance of this 
capability for South African investors is that 
some of our best African ideas are included 
in our Multi-Asset Funds, which have added 
alpha over time. In addition to this, many 
South African companies have a strategy 
into the rest of Africa, which gives us a better 
understanding of these companies eg Standard 
Bank, MTN, Nampak, Tiger Brands, Absa, 
Anglo Gold Ashanti and AB Inbev.

Laurium Capital has a team of experienced 
investment professionals that invest alongside 
the funds. We believe our differentiated 
approach, combined with our Africa-ex SA 
coverage and consistent performance, will 
ensure that Laurium Capital will continue to 
provide clients with superior risk adjusted 
returns for years to come.

FIGURE 1. CUMULATIVE PERFORMANCE AND RISK VS RETURN

Source: Morningstar, 28 Feb 2018

Laurium Capital builds a 
solid track record in  
multi-asset fund category 


