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Consistency  
is what counts

Do investors benefit from 
managers who maintain 
their designated investment 

strategy on a more consistent or less 
consistent basis? 

The decision-making process that an 
investor undertakes before selecting a 
professional asset manager is multi-
faceted and extremely complex. The 
premise, of course, is the inherent 
belief that the investor will be better 
off with professional management than 
if he or she had allocated the assets 
directly, after the fees paid to the asset 
manager. It is not surprising, then, that 
the investment performance of fund 
managers has received considerable 
focus by academics and industry 
practitioners alike for many decades. 
The evidence suggests that investment 
style consistency does, indeed, matter.

Managers who commit to a more 
consistent investment style are less 
likely to make asset allocation and 
security selection errors than those 
who attempt to “time” their style 
decisions. It is also easier for external 
parties (discretionary fund managers, 
multi-managers, consultants, etc) to 

evaluate managers with consistent 
styles. Since better managers want 
to be evaluated more precisely, 
maintaining a style-consistent 
portfolio is one way that they can 
demonstrate their superior skill to 
potential investors.

Since the start of Laurium Capital in 
2008, our investment philosophy and 
process have remained unchanged. 
In the turbulent times that we live 
in, it is more important now than 
ever before to consistently apply this 
philosophy and process, and not get 
distracted by short-term noise. Our 
philosophy is fundamental at the 
core, and is complemented by macro 
and opportunistic trades, which are 
explained below in more detail.

Bottom up
The crux of all our investment 
processes starts with fundamental 
analysis. This bottom-up approach 
focuses on analysing the underlying 
key drivers of a business. This includes 
a business assessment (company 
management track record, industry 
analysis, risk factors to the business, 

regulation, and environmental, social 
and governance factors), financial 
analysis (profitability, financial 
structure, cash generation) and finally, 
absolute and relative valuations. We 
seek to identify companies whose 
share prices differ materially from our 
estimate of intrinsic value, based on 
through-the-cycle, normalised cash 
flows and earnings, and where we think 
that there is a catalyst for the company’s 
share price to revert to our estimate of 
intrinsic value over the medium term.

Top down 
Identifying and taking advantage of 
economic cycles and market trends 
is an important contributor to the 
generation of superior long-term 
investment returns. Forecasting macro 
factors is notoriously difficult to do, 
so the risk of being wrong must be 
acknowledged and managed.

Trading 
Laurium Capital also employs a 
trading strategy. The market is 
right most of the time, but regular 
inefficiencies arise in the short 

term. Shorter term inefficiencies 
may present trading opportunities, 
irrespective of a company’s intrinsic 
value. These opportunities often arise 
due to large flows of money, news flow 
and emotions, structural inefficiencies, 
corporate actions and other special 
situations or events.

At its core, Laurium Capital looks 
to do one thing and one thing only: 
to create superior returns for our 
clients through consistent superior 
portfolio management. 

Laurium is an authorised financial services 
provider (FSP No 34142). Collective Investment 
Schemes in Securities (CIS) should be considered 
as medium- to long-term investments. The value 
may go up as well as down and past performance 
is not necessarily a guide to future performance. 
Prescient Management Company (RF) (Pty) Ltd 
is registered and approved under the Collective 
Investment Schemes Control Act (No.45 of 2002). 
CISes are traded at the ruling price and can engage 
in scrip lending and borrowing. Performance has 
been calculated on the A1 class using net NAV to 
NAV numbers with income reinvested. There is 
no guarantee in respect of capital or returns in a 
portfolio. For any additional information such as 
fund prices, fees, brochures, minimum disclosure 
documents and application forms, please go to 
www.lauriumcapital.com.
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