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Shorter ends of yield curves shifted significantly higher in 

October, reflecting interest rate tightening expectations 

being pulled forward across both developed and 

emerging markets. These developments culminated 

in December with a clear inflection point reached in 

developed market monetary policy. The UK’s BoE raised 

interest rates (somewhat surprisingly given a surge in 

Covid cases driven by the Omicron variant) and the ECB 

signalled a reduction in their asset purchase programme.

 

The primary focus was on the US Federal Reserve, who 

shifted decisively more hawkish in the face of inflation 

concerns, attempting to reinforce their credibility at a 

time when high current inflation prints threaten to un-

anchor longer term inflation expectations. Post a surge in 

US headline inflation to 6.8% (the highest since 1982), the 

FOMC announced a doubling in the pace of tapering 

starting in January 2022 (implying asset purchases 

would fully cease by March 2022), citing elevated 

inflation and a further improvement in the labour market. 

The Chair also commented that there need not be much 

of a lag between the end of tapering and the first 

increase in interest rates, opening the door for rate hikes 

much earlier in the year than had previously been guided.  

The closely watched ‘dot plot’ reflected this earlier hiking 

cycle, indicating a baseline of 3 rate hikes in 2022, 3 in 

2023 and a further 2 in 2024. The Fed statement dropped 

any reference to ‘transitory’ inflation factors, noting that 

supply and demand imbalances continue to contribute to 

elevated levels of inflation. The impact of this hawkish tilt 

on risk assets has initially been quite muted - despite the 

frontloading of interest rate hikes reflected in the dot 

plot with 3 hikes forecast for next year, the median rate is 

currently only forecast at 2.1% by 2024 which would still 

be below the long run neutral rate projection of 2.5%.

 

This shift in the monetary policy outlook is a clear 

response to concerns that central banks can no longer 

maintain excessively easy monetary policy in the face 

of surging inflation and preserve their credibility. 

The timeline for monetary policy normalisation will 

vary widely across developed and emerging market 

economies depending on inflationary pressures, with 

many emerging market economies already quite 

advanced in their tightening cycles.

 

The interest rate hiking cycle continued unabated by 

central banks of emerging market peer countries such 

as Brazil, Russia and Mexico (who are responding to 

inflation pressures significantly above their targets), 

which added to the hawkish rates narrative. South Africa 

also experienced a rise in domestic inflation (SA headline 

Throughout the quarter, global bond markets wrestled with expectations of the impending end of 
exceptionally easy monetary conditions and the extent of inflationary pressures in the global economy. 
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CPI rose to 5.5% yoy in November from closer to 3% 

yoy this time in 2020), but SA inflation is expected to 

moderate back towards the 4.5% midpoint of the inflation 

target range over the course of 2022.  In what was 

interpreted as a dovish hike, the SARB MPC lifted 

the repo rate by 25bps at their November meeting, 

expressing concerns around global inflationary pressures 

and upside domestic inflation risks but indicating that a 

gradual rise in interest rates should be su�cient to keep 

inflation expectations well anchored.

The shorter end of the SA yield curve was under particu-

lar pressure in the quarter as global rate expectations 

shifted substantially higher, with 5 year maturity R186 

bond yields rising 65bps to 8.25% - pricing in a significant 

risk premium above what we expect as a likely interest 

rate tightening cycle. Yields recovered from these highs 

however and ended the quarter at 7.83%.  Although the 

domestic interest rate normalisation cycle is anticipated 

to continue in 2022, the pricing reflected in the SA yield 

curve seems exaggerated relative to the current more 

measured message being communicated by MPC 

members, with domestic inflation pressures on the 

upside but currently less acute than our peers. The yield 

curve flattened over the quarter, with yields at the longer 

end rallying slightly. The ALBI returned 2.9% for the 

quarter, with the 1-3 year sector returning 1.3%; 3-7 year 

1.06%, 7-12 year 2.3% and 12+ 4.1%.

 

Domestically, local electricity shortages and uncertainty 

surrounding the outcome of the local government 

elections also weighed on the rand, and was compound-

ed when initially the UK, then most countries across the 

world responded to the discovery of the new virus 

variant Omicron by abruptly closing their borders to any 

South African related travel, dealing a devastating blow 

to SA’s fragile tourism industry. The rand weakened 5.8% 

against the dollar over the quarter.

Global equity markets posted strong returns in the final 

quarter of 2021, with the MSCI world generating a 

total return of 13.7% in ZAR and the S&P500 17% in ZAR. 

Locally the equity markets kept pace with the developed 

counterparts, with the All Share delivering a 15.1% return 

in ZAR.

SA Equities and fixed income remain attractive 
into 2022

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 econo-

mies.

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

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 and fixed 

income as being attractive on a relative basis, 75% of the 

Laurium Stable Prescient Fund (“the fund”) is invested in 

South Africa. South African fixed income is 38% of fund 

with equities listed on the JSE comprising 26% of fund 

and the remainder comprised of listed property and 

preference shares.  We believe on a relative basis that 

o�shore assets are less attractive than domestic assets, 

13% of the fund is invested in o�shore equities with a 

significant bias to value and the remainder of the o�shore 

investments are in the form of o�shore credit (5.5%) and 

African Eurobonds (3.2%).

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. We feel that many of the above-mentioned risks 

have been priced into SA equities. Our fund has reason-

able but very selective exposure to domestic SA stocks 

such as insurers, banks, healthcare companies and 

retailers. 

We believe that the attractive real yield o�ered by South 

African fixed income instruments, with government bonds 

of longer than 10-year maturity o�ering a nominal yield of 

just shy of 10%, with the potential of capital appreciation 

in addition to the yield are attractive both on an absolute 

basis and relative to o�shore fixed income. 

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 Capped SWIX Index is 

up 27% for the year, despite Naspers declining 18%. The 

performance was driven by some spectacular individual 

stock performance MTN (+184%), Richemont (+88%), 

Anglo American plc (+46%), and Sasol (+93%). SA Inc as 

represented by the Laurium Capital Domestic South 

Africa Index did reasonably well delivering a total return 

of 27% on the year.

 

The fund generated a pleasing return of 16.2% over the 

year. With some of the larger drivers of the positive 

performance being the funds 13% position in the Laurium 

Global Equity Prescient Fund which is invested in a broad 

array of international ETFs. It’s position in MTN and Sasol also contributed to performance, along with exposure to 

the 2035 maturity Government bonds. Fortunately, there were no major detractors to speak of over the year.  Since 

inception, the fund has achieved an annualised performance of 10.2% compared to the FTSE-JSE Capped SWIX of 11.5%.
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FUND BENCHMARK (CPI +3% p.a.)
* Performance declaration for Laurium Stable Prescient Fund    
   (LSPF) (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 1 December 2018

+10.2% (LSPF)

+34.9% (LSPF)

+16.2% (LSPF) 

+20.3% (LSPF) 

-4.0% (LSPF) 

+7.1% 

+23.7% 

+8.6% 

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 commis-
sions 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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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 and fixed 

income as being attractive on a relative basis, 75% of the 

Laurium Stable Prescient Fund (“the fund”) is invested in 

South Africa. South African fixed income is 38% of fund 

with equities listed on the JSE comprising 26% of fund 

and the remainder comprised of listed property and 

preference shares.  We believe on a relative basis that 

o�shore assets are less attractive than domestic assets, 

13% of the fund is invested in o�shore equities with a 

significant bias to value and the remainder of the o�shore 

investments are in the form of o�shore credit (5.5%) and 

African Eurobonds (3.2%).

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. We feel that many of the above-mentioned risks 

have been priced into SA equities. Our fund has reason-

able but very selective exposure to domestic SA stocks 

such as insurers, banks, healthcare companies and 

retailers. 

We believe that the attractive real yield o�ered by South 

African fixed income instruments, with government bonds 

of longer than 10-year maturity o�ering a nominal yield of 

just shy of 10%, with the potential of capital appreciation 

in addition to the yield are attractive both on an absolute 

basis and relative to o�shore fixed income. 

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 Capped SWIX Index is 

up 27% for the year, despite Naspers declining 18%. The 

performance was driven by some spectacular individual 

stock performance MTN (+184%), Richemont (+88%), 

Anglo American plc (+46%), and Sasol (+93%). SA Inc as 

represented by the Laurium Capital Domestic South 

Africa Index did reasonably well delivering a total return 

of 27% on the year.

 

The fund generated a pleasing return of 16.2% over the 

year. With some of the larger drivers of the positive 

performance being the funds 13% position in the Laurium 

Global Equity Prescient Fund which is invested in a broad 

array of international ETFs. It’s position in MTN and Sasol also contributed to performance, along with exposure to 

the 2035 maturity Government bonds. Fortunately, there were no major detractors to speak of over the year.  Since 

inception, the fund has achieved an annualised performance of 10.2% compared to the FTSE-JSE Capped SWIX of 11.5%.


