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This rapid rise in the risk-free “price of money” put strong downward pressure on valuations of longer term cashflows 

and assets in all currencies. Equity valuations fell with the MSCI ACWI Index one year forward PE ratio falling to 13.8x 

from over 20x a year ago. The MSCI ACWI Index itself fell by 15.7% for the quarter and 20% for the half year to end 

June. The decline marks this as a bear market, albeit not quite as extreme as the >50% peak-to-trough decline of 2008 

nor the >30% decline of March 2020.In South African Equity markets, the FTSE/JSE Capped SWIX Index delivered a 

total return of -7.5% for the month and lost 10.6% for the last quarter. Year to date the South African market has fared 

relatively well, down 4.6% in ZAR terms against global equity markets which are down in the region of 18% in ZAR.

This environment has been a tough one for the South African bond market. Yields on the 10-year bond yield rose over 

73bps (from 10.25% to 10.98%) and the All Bond Index returned -3.1%. SA yields were impacted by the negative global 

fixed income environment, but also in response to the rising domestic inflation backdrop, and uncertainty over how 

forcefully the SARB MPC will need to respond to contain inflation expectations. Eskom loadshedding also intensified 

significantly towards the end of June as striking workers impaired the ability to provide secure electricity supply to the 

country.

Positioning and performance 

Over the second quarter the Laurium Stable Prescient Fund (the fund) returned -5.8%, which is a disappointing return 

relative to the funds of objective of beating CPI, but a decent result against the afore mentioned weak global market 

backdrop. 

The quarter (and half year) to June was brutal for equity markets. Following the already tumultuous early 
March sello� when the negative e�ects of the Russian invasion of Ukraine and the strict Chinese Covid 
lockdowns first hit markets, the ongoing inflationary pressures that have continued to ripple through the 
global economy made the US Federal Reserve even more hawkish. US interest rates were raised by 1.25% 
in the quarter, and the US forward curve prices in another 1.5% by early 2023, taking the US 2-year rate to 
2.9% at period end. US 10-year bond yields, factoring in both a higher risk environment as well as higher 
nominal inflation rose to 2.96% at period end. This first six months of 2022 rank as the worst performing 
six-month period in over 40 years for the Bloomberg US Treasury Index, reflecting a year-to-date negative 
return on “risk free” US sovereign debt of -9.1%.
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Figure 1: 
Naspers and Prosus discount 
to NAV excluding the cross-
holding 

Source: Avior, Bloomberg 
Data as at 30 June 2022
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The fund has had a relatively large exposure to Prosus and Naspers, a position which we have held for some time. We 

added to our position during the underperformance, based on our view that Tencent is very undervalued and the 

discounts at Naspers and Prosus were irrationally wide.

We were very pleased with the announcement of an open-ended buyback scheme at Naspers and Prosus, funded by 

selling Tencent shares (Prosus owns 29% of Tencent). It appears that management has taken a more pro-active 

approach to reducing the discount, with management incentives increasingly aligned with shareholders to reduce the 

discount. Although the recent buyback announcement has significantly reduced the discount, Prosus and Naspers 

continue to o�er significant upside as we expect the discount to narrow further, underpinned by the open-ended 

buyback, as well as the optionality of value unlocking opportunities of the rump assets (classifieds, food delivery, etc). 

Importantly, Tencent, which is the main underlying asset within Naspers and Prosus, o�ers exceptional value as we 

expect that the worst of the Chinese regulatory clampdowns are behind us. As Tencent approaches the second half of 

the year and laps the regulatory impact we expect accelerating earnings growth rates. The Naspers and Prosus posi-

tions which averaged just under 2.6% of fund, were the largest contributor to returns of the fund adding 0.9% over the 

quarter. 

Our fund had significant exposure to healthcare stocks, based on our view that these companies were very underval-

ued, and would recover strongly as occupancies normalise and as covid-19 became more endemic in nature. Our 

largest position in the sector is Mediclinic, o�ering geographic diversification, strong management and an improving 

balance sheet. The o�er from Remgro (who owns 45% of Mediclinic) and MSC to buyout Mediclinic supports our view 

that the business was substantially undervalued. The fund’s 1% exposure to Mediclinic over the quarter added 30bps 

and was the second largest contributor to returns. 

The fund’s exposure to o�shore equity markets averaged 9.6% over the quarter, with the majority of the exposure in 

o�shore exchange traded funds (ETFs). Although there is a heavy bias to value within the ETF exposure which over 

the quarter and over the year to date has been a better place to be than growth assets, the exposure cost the fund 

60bps of performance over the quarter.

South African Government bonds with an average weight of 27% cost the fund 0.7% over the quarter, and the fund’s 

exposure to African Eurobonds of 3% ended the quarter flat, which was a decent result in the context of weak global 

equity and bond markets.

The SA equity market o�ers attractive opportunities especially relative to global and emerging markets on a risk-re-

ward basis. Domestic South African focused companies trade at attractive valuation multiples compared to global 

peers. We also see value in Rand Hedge shares in both the resource and non-resource industrial sectors. We added to 

Bidcorp and Richemont during the quarter.

Naspers and Prosus "open ended 
buy back" announced narrowing 
the discount
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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

+7.8% (LSPF)

+31.1% (LSPF)

+5.8% (LSPF) 

+20.3% (LSPF) 

-4.0% (LSPF) 

+7.6% 

+30.1% 

+9.8% 

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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The fund has maintained reasonable exposure to resource counters including diversified miners such as Anglo American, 
Glencore and BHP, as well as platinum counters including Anglo Platinum, Impala Platinum and Northam. We continue to 
hold a significant position in Sasol, maintaining our view that energy markets are expected to remain under-supplied due 
to underinvestment and dislocations from Russian sanctions. 

The fund has maintained its positioning in o�shore equity markets which we believe are beginning to discount the 
weaker outlook for earnings. South African government bonds with a nominal yield to maturity north of 11% continue to 
o�er good real yields and the fund has maintained its position in both South African government bonds and its exposure 
to African Eurobonds. 

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. 

               

Figure 2: 
Market Valuations: 1 year forward 
P/E multiple

Source: Laurium Capital, 
Bloomberg 
Data as at 30 June 2022
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