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The extraordinary Russian military action and the strong economic sanctions that followed sparked massive volatility 

in the prices of commodities, equities and bonds. A few examples: in energy markets, Brent crude traded to a peak of 

over $130/bl (now $108) and coal to over $450/t (now $260). In metals, palladium peaked at $3400/oz (now $2260) 

while nickel was quoted at over $48000/t (now $32000). The widespread nature of the NATO and AUKUS-aligned 

sanctions against Russia forced a rapid and continued recalibration of demand for commodities, and reduced forecasts 

for economic growth. 

Throughout this period of high volatility and geopolitical uncertainty the SA markets remained surprisingly resilient, 

with many market commentators classifying SA as a “safe haven” for global investors. This was primarily driven by the 

fact that we have a commodity lead export economy, and benefited from the high platinum group metal and diversi-

fied commodity prices, along with rather immaterial economic ties to Russia.

On top of this, SA’s political landscape is suddenly looking relatively stable within the emerging markets arena, and this 

has led to increased foreign interest in our local equity and fixed income markets.

These factors combined to drive the ZAR stronger, with the currency strengthening 9% versus the USD over the quar-

ter. This along with a strong performance from SA banks and commodity stocks resulted in the capped Swix up 6.7% 

in the quarter compared to the broad based MSCI World Index that lost 12.8% in ZAR.     

With the pandemic now in the rear-view mirror, we have seen a strong recovery in most domestic companies’ earnings, 
with SA banks performing especially well in what turned out to be a very benign credit cycle through this Covid period. 
This must be weighed up against the latest job numbers which showed that there are only 14.5m people employed in 
SA now versus the pre-covid amount of 16.4m, albeit with the tourism sector yet to fully to recover. This highlights the 
ongoing impact of the Covid pandemic on the local economy and the structural challenges that SA faces with the 
o�cial unemployment rate at an all-time high of 35.3%. 

SA THE BELOVED COUNTRY 

A fragile and uneasy calm settled over markets towards the end of March, bringing an end to a volatile, 
frenetic, and nervous first quarter of 2022. Following a lengthy build-up of failed diplomatic interven-
tions, the actual invasion of Ukraine by Russia in late February ended a lengthy era of European peace. 
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While the unemployment benefits, o�ered through multiple grants, have bu�ered some of these negative e�ects, when 

overlaying the higher inflationary environment, increasing interest rates, and continued meagre economic growth, we 

believe the consumer is in for a tough time going forward. 

On the positive side we have continued to see slow but steady structural changes in the country, with investment in the 

energy sector starting to emerge. Ongoing restructuring of SOE’s, a steady pace of corruption charges being brought to 

book and events such as the finalisation of the spectrum auction make for a more certain regulatory environment. We 

maintain that it is only through these continued structural changes that overall investor confidence will pick up and drive 

higher growth rates in the medium term.

Taking this all into account we continue to believe that local markets are still attractively valued and present a relative 

opportunity on a risk adjusted basis to most international markets. Within the local market we have seen a rerating of 

domestic SA focussed stocks from depressed levels and believe many of these businesses are now trading closer to their 

intrinsic values. Taking advantage of a stronger exchange rate, combined with the re-rating of some of the domestic 

shares we have slowly rotated the portfolio into stocks with more o�shore exposure, where we are finding high quality 

globally diversified businesses with appealing valuations. 

Figure 1: 
South Africa Current Account to 
GDP

Source: Laurium Capital, Bloomberg 
Data as at 31 March 2022
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Figure 2: 
South Africa GDP Forecasts

Source: Laurium Capital, Bloomberg 
Data as at 31 March 2022

Figure 3: 
Market Valuations: 1 year forward 
P/E multiple

Source: Laurium Capital, Bloomberg 
Data as at 31 March 2022

South Africa has begun to re-rate while others have de-rated



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

+12.1% (LFPF)

+185.2% (LFPF)

+11.2% (LFPF) 

+44.5% (LFPF) 

-15.1% (LFPF) 

+10.3% 

+145.4% 

+10.9% 

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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FUND POSITIONING 

The largest position in the fund remains the combination of 
Naspers and Prosus. Recently these stocks have come under 
pressure due to geopolitical tensions between the West and 
China with regards to di�ering views on how to handle 
Russia’s invasion of Ukraine. While we acknowledge the risk 
of punitive actions by the West against China if they were to 
support Russia in any form, we believe that on a fundamen-
tal bottom-up basis Tencent is as attractively valued as we 
have seen it in a decade. You can get exposure to this count-
er through Naspers at over a 65% discount, and thus on a 
risk vs reward basis we continue to believe that a patient 
investor will be handsomely rewarded by this exposure. We 
took advantage of the extreme volatility in these counters to 
add to our overall exposure. 

The fund maintained reasonable exposure to resource 
counters including diversified miners and platinum group 
stocks. The recent strength in commodity prices allowed us 
to trim some Anglo Platinum and rotate diversified resource 
exposure from BHP to Glencore on the back of the view that 
coal prices will remain stronger for longer due to the current 
global energy crunch. 

While we have trimmed our exposure to SA banks post a 
strong rally through selling some Firstrand, we continue to 
hold decent exposure to SA financials through ABSA and 
Standard Bank, as well as insurers Sanlam and Momentum.

The fund continues to hold a large position is British Ameri-
can Tobacco (BAT) even after we trimmed the position on 
the back of strong performance. The company continues to 
be attractively valued on an 9x forward PE and 8% dividend 
yield in Pounds Sterling. We think the announced company 
stock buyback will create decent value for shareholders 
while supporting the stock over the next year.

The Laurium Flexible Prescient Fund returned 1.9% for the 
quarter. The exposure to domestic South African assets 
contributed the most over the quarter in the form of banks 
(+0.5%), real estate (+0.4%), retailers (+0.3%) and South 
African government bonds (0.2%). The fund also benefited 
from its position in Sasol which alone added 1.1% to returns, 
having been buoyed by the firm oil price over the quarter. 
The largest detractors were the funds investments in 
Naspers and Prosus which cost it 3.5% over the month. The 
funds exposure to a basket of global equity ETFs detracted 
from returns and cost the fund 1.5% over the course of the 
quarter. 

We believe that the funds exposure to domestic South 
African equities, equities that are listed on the JSE but have 
large international drivers, selected international ETFs which 
have su�ered a de-rating over the last quarter, combined 
with the funds exposure to the attractive yields o�ered by 
South African fixed income, all positions the fund to achieve 
its inflation beating objective in the medium term. 


