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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.
 

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. 

Figure 1: 
South Africa Current 
Account to GDP  

Data as at 31 December 2021
Source: Laurium Capital, Bloomberg
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PERFORMANCE
 
All the hedge funds performed exceptionally well in 2021, 
with the Laurium Aggressive Long Short Prescient QI 
Hedge Fund up 49.7%, the Laurium Long Short 
Prescient RI Hedge Fund up 33.0%, and Laurium Market 
Neutral Prescient RI Hedge Fund up 27.6% for the year, 
well above the SteFi composite cash return of 3.8% and 
the market, with the FTSE-JSE Capped SWIX Index up 
27% for the year. Sources of returns were diverse– with 
telco’s, resources, insurance and property in particular 
adding to performance . As may be expected in a year of 
strong overall market gains - positive attribution emanat-
ed mainly from long positions, with our short book 
detracting (albeit our long book outperformed our short 
book considerably). 
  
Coming into the year, given low valuations and market 
dislocations, we expected corporate action and merger 
and acquisition activity to be a theme. Our awareness 
and skill set in this area meant that we were able to take 
advantage of this, and special situations and corporate 
action trades augmented gains e�ectively. 

FUND POSITIONING 

Broadly speaking, our portfolio is constructed on a stock 
specific basis with no dominant macro view driving 
positioning. 

We remain very excited about the opportunities 
prevalent in our market, evidenced by the large number 
of bottom up ideas generated by our team, which can be 
broken down into the following broad themes:

1.  Poor sentiment creating low valuations and thus high  
    potential returns
 
We have discussed previously how poor sentiment on 
the local market  has seen many shares trade at lower 
valuations than history. Previously this was largely 
concentrated to domestically focused sectors. However, 
many of the o�shore names on our market, now reflect a 
similar dynamic creating the potential for strong returns. 

Naspers/(Tencent)
Regulatory clampdowns on the tech sector by the 
Chinese government has resulted in pressure on Chinese 
tech stocks, particularly Tencent (the most material 
holding in Naspers portfolio), 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.immaterial impact on 
the cash generating ability of Tencent, which trades at 
the cheapest valuation we have seen for the company in 
a decade.

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. The structural challenges facing the South African economy remain 
although corporate South Africa has once again proved its resilience.

Figure 2: 
South Africa GDP Forecasts 
2021, 2022, 2023

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



LAURIUM HEDGE FUNDS
Quarterly Commentary | December 2021

British American Tobacco 
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 GBP sterling. The 
company generates strong cash flows and as it de-gears, 
we feel that the company could be in a position to 
implement share buybacks within the next 12 months.  

2.  South African Local mid and small cap sector 

We think the top heavy structure of our market– where a 
few large shares dominate in terms of market cap – and 
the construct of the local asset management industry, 
where a few large managers dominate in terms of assets 
under management, create a dynamic where the smaller 
shares on the markets are not subject to the same level of 
coverage and  e�ciency as one may expect. We continue 
to perform work on companies in this space and see 
good opportunities presenting themselves.  

3.  Further opportunities for corporate action
 
Despite the flurry of activity in 2021 – we think potential 
in this area remains. 

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 to over 60%. With such a large 
discount and continuing shareholder pressure corporate 
action here is always possible. Relative trades between 
the group are also likely to present themselves. 

Further value realisation may be generated in Telkom 
with separation of critical infrastructure assets – such as 
fibre and property – from the operating company. 

Sanlam – one of our larger holdings - issued a cautionary 
in December as they assess a potential transaction with 
Allianz relating to their Rest of Africa portfolio.  We think 
further upside in RMI is possible as they continue to 
transition from investment holding entity to more of an 
operating company, shifting focuses from an NAV based 
valuation to earnings and cashflows where the company 
screens very attractive.  

4.  Geographic diversification 

Despite low levels of new IPOs and delisting’s we can still 
easily construct an uncorrelated and geographically 
diverse portfolio from the JSE universe, with exposures 
ranging from Middle Eastern hospitals to Romanian real 
estate, meaning we do not have to concentrate exposure 
to produce returns. We remain of the view that our 
portfolio is an attractive subset of uncorrelated ideas.  

PROCESS AND CONTINUITY

Despite a tumultuous two years where change and 
volatility have dominated markets – our process and 
team remain constant. 

Bottom up detailed stock research remain our core focus. 
We believe our team structure  equips us well for the 
challenges of identifying under or overvalued companies. 
A substantial team – in terms of both number and experi-
ence means we can do detailed research on a wide 
number of names. This research depth is then partnered 
with  a flat and nimble structure, allowing these ideas to 
be implemented timeously. 

Risk management remains a critical part of our process 
and philosophy. The list of market concerns – as always -  
is vast, ranging from Chinese growth to US inflation 
to domestic political and policy uncertainty.  We have 
maintained decent notional protection via put option 
structures and continue to deploy resources in finding 
short positions which correlate well to our long book. 

 
THANK YOU 

We thank our investors for loyal support during what has 
been a dynamic and complex two years for the world and 
for South Africa in particular.

The team enters the new year with high energy levels and 
renewed focus to continue to deliver strong risk adjusted 
returns. 

We wish you a happy and prosperous 2022. 
  



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. CIS prices are calculated on a net asset basis, which is the total value of all the assets in the portfolio including 
any income accruals and less any permissible deductions. Performance 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 dividend withholding tax. Full performance calculations are available from the manager on request. 

Annualised performance: Annualised performance shows 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.

Laurium Capital (Pty) Ltd is an authorized FSP (FSP34142). Prescient Management Company (RF) (Pty) Ltd is registered and approved under the Collective Investment 
Schemes Control Act (No.45 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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FUND BENCHMARK (STEFI)
* Performance declaration for Laurium Long Short Prescient RI  
   Hedge Fund

Year to date

Cumulative return since inception

Rolling 12 months

Highest rolling 1-year return (since inception)

Lowest rolling 1-year return (since inception)

+33.0%

+10.5%

+279.8% 

+33.0% 

+45.8% 

+3.8% 

+6.6% 

+135.2% 

Fund inception date 01 August 2008

FUND
* Performance declaration for Laurium Aggressive Long Short  
   Prescient QI Hedge Fund

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)

+15.3%

+259.7%

+49.7% 

+69.8% 

-33.6% 

+6.2% 

+72.1% 

+3.8% 

Fund inception date 01 January 2013

FUND BENCHMARK (STEFI)
* Performance declaration for Laurium Market Neutral Prescient 
   RI Hedge Fund

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)

+10.1%

+251.0%

+27.6% 

+31.9% 

-10.8% 

+6.4% 

+124.1% 

+3.8% 

Fund inception date 01 January 2009

Annualised return since inception

-24.0% 

+3.8% 

Year to date +27.6% +3.8% 

Year to date +49.7% +3.8% 

BENCHMARK (STEFI)


