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Twelve-month ASISA stats as 
at the end of September 2018 
show that 61% of net in� ows 

in the industry went into income 
funds and other interest-bearing funds 
(R66.8bn). Low-equity multi-asset (MA) 
and medium-equity MA funds had net 
out� ows, while high-equity MA funds 
took 22% of the net in� ows (R24.2bn).

Given the popularity of high-equity 
funds, one must ask how they have 
performed year-to-date, and whether 
they protected capital in an incredibly 
di�  cult market, where the JSE ALSI 
TR is down -9.4% and Capped SWIX 
TR is down -11.7% as at end of 
October 2018.

Of course, within this high-
equity MA category, there is a wide 
dispersion of returns, with the worst 
performing fund down -8.2%, and the 
best performing up +4.1% year-to-date 
end October 2018. � e peer group 
median return was -1.5%, which is 
much better than the equity market, so 
investors have protected their capital 
to a large extent, depending on which 
funds they are invested in. However, 

they have not generated returns to 
grow their capital this year.

Many advisers have done well to 
select good balanced funds for their 
clients, but o� en fall short when it 
comes to considering the correlation of 
the funds they have chosen. It is very 
common to see the balanced funds 
from the larger houses being combined 
in portfolios for clients, where due to 
their signi� cant size and the limited 
investment universe in South Africa, 
they are highly correlated. Advisers 
should consider mixing funds from 
boutique managers, to enhance the 
diversi� cation and hence the risk-
adjusted return pro� le for their clients. 

� e perception that funds from 
boutique managers are riskier is a broad 
misconception. Graph 1 shows the 
drawdown of the Laurium Balanced 
Prescient Fund versus the largest high-
equity funds in the SA high-equity MA 
category. Clients invested in balanced 
funds are as concerned about protecting 
capital on the downside, as they are 
about growing their wealth in real terms. 

 � e Laurium Balanced Prescient 

Fund, which successfully reached 
its three-year track record as at 
9 December, has delivered excellent 
risk-adjusted returns versus its peer 
group, ranking 7/136 funds since 
inception (9 December 2015), with an 
annualised return of 7.7% and year-to-
date performance of 1.2% as at the end 
of October 2018. 

Although selecting a boutique asset 
management � rm doesn't guarantee 
better performance, research indicates 
that these � rms o� er the potential for 
superior performance. One reason for 
the performance advantage of boutique 
� rms may be related to their structure. 
Typically, boutiques are owned by their 
principals, who o� en are responsible for 
the asset management. Consequently, 
these managers have a vested interest 
in the success of the � rms' o� erings. In 
fact, many have a signi� cant portion 
of their personal assets invested in 
the portfolios they manage. Managers 
at larger � rms typically have greater 
liquidity issues in managing their 
large funds, limiting their investable 
universe in the already narrow South 

African equity market. � ey may be 
forced to navigate bureaucratic work 
environments that don't support crisp 
decision-making. 

As you search for investment 
managers who have the potential to 
deliver real returns and alpha above 
their benchmarks, be sure to consider 
boutiques in your portfolio. 

GRAPH1: DRAWDOWN VS. LARGEST BALANCED FUNDS 
(SINCE INCEPTION 9 DECEMBER TO 31 OCTOBER 2018)

GRAPH 2: RISK-REWARD SCATTERPLOT VS. COMPETITORS 
(SINCE INCEPTION 9 DECEMBER TO 31 OCTOBER 2018)

Disclaimer: Annualised performance shows longer 
term performance rescaled to a one-year period. 
Annualised performance is the average return 
per year over the period. Actual annual � gures 
are available to the investor on request. Collective 
Investment Schemes (CIS) should be considered as 
medium- to long-term investments. � e value of 
your investment may go up as well as down as past 
performance is not necessarily a guide to future 
performance. CISs are traded at a ruling price 
and can engage in script lending and borrowing. 
Performance has been calculated on the C1 class 
using net NAV to NAV numbers with income 
reinvested. � e performance for each period shown 
re� ects the return for investors who have been 
fully invested for that period. Individual investor 
performance may di� er as a result of initial fees, the 
actual investment date, the date of reinvestments 
and dividend withholding tax. A schedule of fees, 
charges and maximum commissions is available on 
request from the manager. � ere is no guarantee 
in respect of capital or returns in a portfolio. A CIS 

may be closed to new investors in 
order for it to be managed more 
e�  ciently in accordance with its 
mandate. Prescient Management 
Company (RF) (Pty) Ltd is 
registered and approved under 
the Collective Investment 
Schemes Control Act (No.45 of 
2002). Laurium Capital (Pty) 
Limited, Registration number: 
2007/026029/07 is an authorised 
Financial Services Provider 
(FSP34142) under the Financial 
Advisory and Intermediary 
Services Act (No.37 of 2002). For 
any additional information such 
as fund prices, brochures and 
application forms please go to 
www.lauriumcapital.com

Investors have been experiencing 
low returns over the last several 

years, and 2018 has again been 
disappointing. As a 

consequence, we’ve seen 
how retirees who require 
a steady income are 
struggling to cope. Yet 
we would urge patience 
rather than moving 
to cash: Prudential’s 

valuation-based 
analysis indicates 
that returns are 
likely to be much 
improved over 

the next three to fi ve years. Patient 
investors should be rewarded.  

At current valuation levels, we 
believe a large buff er against bad 
news has already been deeply 
embedded into our equity market. 
If current proposed reforms can 
even modestly lift our GDP growth 
from its current very low base, then 
the potential is genuinely there for 
equities to produce very healthy 
returns over time.   

The market’s price-to-book value 
ratio (P/B) relative to history is 

Valuations point to 
improved returns
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Laurium Balanced Prescient Fund 
reaches its three-year milestone


