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SA EQUITIES REMAIN ATTRACTIVE
As the pandemic closes in on the end of its second year, its lingering e�ects continue to be felt across 
the globe. Some of these e�ects include the impact of new variants, supply chain bottlenecks and 
inflationary pressures. 

The unprecedented fiscal and monetary stimulus supported a strong rebound in 2021. Although growth rates are 

expected to be lower in 2022, they are generally expected to remain above trend.

As inflationary pressures have been building, the debate whether inflation is transitory or more persistent rages on. 

Regardless of this debate, monetary policy has begun to tighten, and is expected to continue to tighten during 2022. 

Strong fiscal support is expected to remain in place, which should continue to support global economies.

The South African economic rebound in 2021 was better than expected, buoyed by strong commodity demand and a 

robust agricultural sector, with the current account recording its strongest surplus in decades. 

Figure 1: 
South Africa Current 
Account to GDP  

Data as at 31 December 2021
Source: Laurium Capital, Bloomberg



As we roll into 2022, some of the tailwinds which the SA 

economy experienced during 2021 may begin to fade, 

with growth expected to revert to around 2% in 2022 and 

remain at this subdued level into 2023. The structural 

challenges of elevated levels of unemployment, corrup-

tion and defunct SOE’s (particularly Eskom and Transnet) 

continue to constrain economic growth. The unrest and 

looting experienced during July are symptomatic of 

the underlying structural issues and impacted business 

confidence negatively just as it was recovering from 

Covid induced lows. 

Fund Positioning 

Despite this, we continue to view SA equities as being 

attractive on a relative basis, 70% of the fund is invested 

in equities listed on the JSE, with 16% of the fund invested 

in o�shore equities In the context of many developed 

markets trading at all-time highs and at elevated 

valuations, SA equities o�er a more attractive risk-reward 

profile, particularly relative to the US, as well as relative to 

other asset classes. We feel that many of the above-men-

tioned risks have been priced into SA equities. Our fund 

has reasonable but very selective exposure to domestic 

SA stocks such as insurers, banks, healthcare companies 

and retailers.

 

The largest position in the fund remains Naspers and 

Prosus. The o�er by Prosus to acquire 45% of Naspers 

was disappointing in our view, and has resulted in a 

further widening of the discount as complexity has 

increased. Notwithstanding the above, we still think the 

stock is very attractive providing exposure to Tencent 

and other high growth emerging market internet assets 

at a discount of over 60%.

Regulatory clampdowns on the tech sector by the 

Chinese government has resulted in pressure on Chinese 

tech stocks, particularly Tencent, which we feel o�ers 

attractive value for longer-term investors. Through 

multiple engagements with management teams, inde-

pendent experts and investment analysts we think the 

current and expected regulation will have a relatively 

immaterial impact on the cash generating ability of 

Tencent, which trades at the cheapest valuation we have 

seen for the company in a decade.

The fund has exposure to hospital stocks, such as Netcare 

and Mediclinic, which we feel are significantly underval-

ued. As the world normalises from the covid-19 pandemic, 

elective surgeries and hospital occupancies are expected 

to recover, with these stocks o�ering substantial upside. 

We continue to hold a large position is British American 

Tobacco (BAT) which is very attractively valued on an 8x 

forward PE and 8% dividend yield in sterling. On our 

assessment, ESG concerns are more than compensated 

for in the valuation. The company generates strong cash 

flows and as it degears, we feel that the company could 

be in a position to implement share buybacks within the 

next 12 months.

 

The fund still has reasonable exposure to resource count-

ers including diversified miners such as Anglo American 
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Figure 2: 
South Africa GDP Forecasts 
2021, 2022, 2023

Data as at 31 December 2021
Source: Laurium Capital, Bloomberg



FUND BENCHMARK (CPI + 5%)
* Performance declaration for Laurium Flexible Prescient Fund    
   (LFPF) (Class A1)

Annualised return since inception

Cumulative return since inception

Rolling 12 months

Highest rolling 1-year return (since inception)

Lowest rolling 1-year return (since inception)

Fund inception date 01 February 2013

+12.2% (LFPF)

+180.0% (LFPF)

+23.3% (LFPF) 

+44.5% (LFPF) 

-15.1% (LFPF) 

+10.3% 

+139.3% 

+10.7% 

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. CIS’s are traded at the ruling price and can engage in scrip lending and borrowing. A schedule of fees, charges and maximum 
commissions is available on request from the Manager. There 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.

Performance for the A1 class has been calculated using net NAV to NAV numbers with income reinvested. The performance for each period shown reflects 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 divided withholding tax. Full performance calculations are available from the manager on request. 

Annualised performance: Annualised performance show longer term performance rescaled to a 1 year period. Annualised performance is the average return per year over the 
period. Actual annual figures are available to the investor on request. Highest & Lowest return: The highest and lowest returns for any 1 year over the period since inception have 
been shown. NAV: The net asset value represents the assets of a Fund less its liabilities. High Water Mark: The highest level of performance achieved over a specified period.
Prescient Management Company (RF) (Pty) ltd is registered and approved under the Collective Investment Schemes Control Act (No.45 of 2002) . Laurium Capital (Pty) Ltd, 
Registration number: 2007/026029/07 is an authorised financial services provider. (FSP34142) under the Financial Advisory and Intermediatory Services Act (No. 37 of 2002) 
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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and BHP as well as platinum counters including Anglo 

Platinum, Impala Platinum and Northam. Strong fiscal 

support and the push for environmental improvements 

should continue to underpin demand for commodities, 

particularly copper and PGMs.

In addition to the South African equity exposure, 16% of 

the fund is invested in a range of o�shore ETFs, with a 

bias towards value where the valuation multiples are not 

stretched.

Adding to the diversity of the fund is its exposure to the 

South African fixed income market, with running yields of 

greater than 10 year maturity at north of 10%, we believe 

that there is not only good diversity in owning these 

assets combined with a decent yield and potential for 

capital appreciation.

 

We believe the fund is well diversified and o�ers 

attractive upside, while pragmatically weighing up the 

inherent risks, in order to achieve the best risk-adjusted 

returns for our clients going forward.

Performance

Developed markets, awash with liquidity, continued to 

power ahead during 2021. The MSCI World Index is up 

22.3% (33% in ZAR)driven largely by the US, with the S&P 

500 up 28.7% (39% in ZAR)%. The MSCI Emerging 

Markets Index declined 2.5% for the year.

 

In our local market, the FTSE-JSE All Share Index is up 

29% for year, despite Naspers declining 24%. The perfor-

mance was driven by MTN, Richemont, SA financials, 

industrials and retailers.

 

The Laurium Flexible Prescient Fund (the fund) generat-

ed a return of 23.3% over the year. Our positions in 

Naspers and Prosus, and resources companies such as 

BHP Group PLC, Impala Platinum, Sibanye Stillwater 

and Anglo American PLC contributed to the outperfor-

mance, whilst positions in Hammerson, banks and Sasol 

detracted from performance. Since inception, the fund 

has achieved an annualised performance of 12.2% 

compared to the FTSE-JSE Capped SWIX of 8.7%.


