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Fund Information  

Investment Manager Denker Capital 

Portfolio Managers Ricco Friedrich 
B.BusSc, Post Grad Acc; CA(SA), CFA 
Claude van Cuyck 
B.Comm (Hons), CFA 

Salient Risk Factors This fund is relatively high risk in relation to other 
asset classes due to its equity based investment 
approach, however the investment manager aims to 
reduce the overall risk by their value and  
fundamental stance. 

Base Currency ZAR 

Benchmark Notional benchmark consisting of 98% equity 
(SWIX) , 2% cash (Call rate). 

Fund Size R5.7 billion 

Launch date January 2007 

Minimum assets R100 million 

Asset Allocation ranges Equities between 98% - 100%; Cash < 2% 

Regulatory constraints Not Regulation 28 compliant given fund’s uncon-
strained nature. 

Risk profile 
The fund is actively managed and thus investors 
should be willing to potentially tolerate more volatility 
versus the market in the short-term 

Overview 

The SIM Unconstrained Equity product offers investors access to our best 

investment ideas, without the restrictions that usually come with  

benchmark-related investing. 

Investment Objective 

We aim to deliver positive real returns that exceed the local equity  
market in the long-term. 

Investment Philosophy 

We are active value investors who place more emphasis on track record 

and fact than forecast and speculation. We invest according to our  

estimate of a company’s fair value based on normalised operating  

conditions. We aim to capitalise on mispricing in the equity markets that 

arise as a result of human emotions (mainly fear and greed) and  

differences in investor time horizons. 

Investment mandate 

The fund performance is measured against a notional benchmark  

consisting of 98% equity, 2% cash. Although the fund doesn’t invest  

according to a benchmark, for performance measurement purposes its 

benchmark for the equity component is SWIX and, for the cash component, 

it is the call rate. 

About the managers 

The portfolio is jointly managed by award-winning Ricco Friedrich  
and Claude van Cuyck who together have 31 years investment experience 
across a range of different industries. 

Investment Horizon 

We don’t judge our performance on anything less than three years  
because in the short-term, share prices tend to behave in a fairly random 
manner. 

Who should invest 

The SIM Unconstrained Equity product is best suited to clients who: 

 Prefer an active, differentiated and less conventional approach to  
investing; 

 Value the importance of an absolute mindset to picking stocks; 

 Do not view risk as short-term volatility against a benchmark, but rather 
a permanent loss of capital; 

 Prefer to take a longer term view when building wealth; 

 Want to gain full exposure to the investment professionals’ best ideas. 

Fees (annual)  

 

 Balance in the fund at the 
date of recovery of the fee 

Percent per  
annum 

 

 First R150m 0.55  

 Next R150m 0.50  

 Next R200m 0.45  

 Next R500 0.40  

The fee is recovered at the end of each month (in effect this will be  
one-twelfth of the above annual percentage)  

Performance Fee structure  

 Performance fees at 20% of the returns above a pre-determined  
benchmark. 

 Performance fees are calculated on a rolling 36-month out-performance, 
as the idea is to promote longer-term out-performance. 

 Fees will be phased in from inception to the first 36 months. 

Disclaimer: Collective Investment Schemes (CIS) are generally medium to long term investments. The value of participatory interests may g o down as well as up and past performance is not 

necessarily a guide to the future. Collective investments are traded at ruling prices and can engage in borrowing and scrip lending. Collective investments are calculated on a net asset value basis, which is 
the total value of all assets in the portfolio including any income accrual and less any permissible deductions from the portfolio. Portfolio performance is calculated on a NAV to NAV basis and does not take 
any initial fees into account. Annualised Growth Rate. Income is reinvested on the ex-dividend date. Total return performances are published. The source is Morrningstar. (Risk statistics: Money Mate). 
Actual investment performance will differ based on the initial fees applicable, the actual investment date and the date of reinvestment of income. A schedule of fees and charges and maximum commissions 
is available from the manager/scheme. Commission and incentives may be paid and if so, would be included in the overall costs. Forward pricing is used. The following charges are levied against the 

portfolio: Brokerage, auditor’s fees, bank charges and trustee fees. A full member of the Association for Savings & Investment SA. 

Contact us 
55 Willie van Schoor Avenue, Bellville 7530 |  Private Bag X8, Tygervalley, 7536  

T +27 21 950 2670 E service@denkercapital.com W www.denkercapital.com 
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Portfolio Manager Monthly Comment 

This monthly Minimum Disclosure Document should be viewed in conjunction with the Glossary Terms Sheet 

Review 
2015 was filled with numerous challenges for investors in 
South African equities. While the FTSE/JSE Allshare 
Index managed a positive return of 5.1% in local curren-
cy. While these returns were below cash returns of 6.5%, 
they were substantially better than bonds of -3.9% for the 
year. Unfortunately the return in USD was a staggering -
21.4%, significantly underperforming the average emerg-
ing market return of -15%. Emerging markets continued to 
underperform developed markets in 2015 due to tighten-
ing monetary policy, weaker commodity prices, slowing 
GDP growth and a stronger US dollar. 
 
Factors which weighed heavily on South African equity 
returns in 2015 include lower commodity prices, credit 
rating downgrades, rising long bond rates (resulting in a 
higher cost of equity or discount rate for risky assets), 
slow progress on structural reforms and the obvious 
actions of Jacob Zuma in December to replace highly 
regarded finance minister Nene with an unproven new 
minister (David Van Rooyen) did not help. The bond 
market also reacted sharply to the negative news with the 
benchmark 10 year yield rising 130bp over the 4th quar-
ter. 
 
Rand hedges were the major winners in 2015, with sec-
tors like Paper (+64%), Beverages (+57%), Tobacco 
(+44%) and Media (+40%) and household goods 
(+34.8%) benefitting from the 25% devaluation of the 
Rand versus the US dollar. Those sectors which strug-
gled included, Industrial Metals (-77%), Platinum (-62%) 
and Construction (-41%) and suffered from a combination 
of lower commodity prices and fall in investor confidence. 
SA banks were not left unscathed and were down 13% for 
the year, due to slowing economy and concerns of further 
credit rating downgrades. The US Federal Reserve raised 
interest rates by 25bp in December (the first interest rate 
increase since 20016) while the accompanying FOMC 
which made reference to “gradual” increase in rates going 
forward gave investors some comfort. The Fed always 
indicated that when unemployment fell to 5% they would 
begin to raise rates, and they did not disappoint. The 

strong non-farm payrolls and fall in initial job claims saw 
unemployment falling to 5%, the lowest level since 2008. 
 

Portfolio 
Unfortunately value stocks continued to remain out of 
favour in 2015 where cheap stocks continued to get 
cheaper during the year. During 2015, the MSCI Value 
Index for South Africa returned negative 14.5% versus the 
MSCI Growth Index which was flat. The last quarter was 
particularly bad with the MSCI Value Index falling 10.3% 
vs the MSCI Growth Index returning a positive 7.4%. This 
was largely due to the strong performance from expen-
sive rand hedge stocks relative to cheaper resource and 
South African Industrial shares as described above. In 
addition, mid and small cap shares (mostly domestic 
businesses by nature) returned -7.5% and -3.9% respec-
tively for the year versus 7.5% for large cap shares. This 
made it particularly difficult for active stock pickers, with a 
preference for investing in cheaper mispriced stocks to 
outperform the market. In 2015, only 37.8% of general 
equity managers managed to outperform the FTSE/JSE 
All share Index. This is substantially worse than what was 
witnessed in the prior year (49.6%) and 2013 (45.7%). 
 
During the quarter our SA only portfolio significantly un-
derperformed the market due in part to the factors dis-
cussed above. The portfolio returned -8.8% versus the 
FTSE/JSE All share Index 1.7%, whilst the portfolio that 
have international exposure benefitted from the weaker 
currency returning -4.5%. While we outperformed the 
MSCI Value Index in the quarter, the substantial under-
performance versus the market is a disappointment. The 
big contributors to the performance came from a decline 
in resources (-19.2%), and Banks (-12.9%). This com-
pares to the significant positive returns from the rand 
hedges being SAB (+20.9%), British American Tobacco 
(+14.8%) and Naspers (+22.8%). These stocks make up 
31% of the index and due to our view if the overvaluation 
of these companies, your fund has substantially less 
capital allocated to these investments and in fact only has 
a holding in British American Tobacco. 
 

The significant relative movements caused by the short 
term over reaction to negative news in the 4th quarter is 
creating wonderful “once-in-a-decade” opportunities. 
 
Our biggest additions to the portfolio in the quarter includ-
ed Firstrand, Nampak, Shoprite (new holding), Northam 
and Illovo (new holding). This was funded by the sales of 
Nedbank (sold out), Santam (sold out), Truworths (sold 
out), Steinhoff and Implats (sold out in conjunction with 
closing out the hedge we had on the stock for the prior 3 
months). 
 

Outlook 
South Africa will continue to face substantial challenges in 
the year ahead, but this is not the first time we as a coun-
try have had to navigate extremely challenging conditions. 
A lot of businessmen and women we have spoken to are 
extremely pessimistic about the short term prospects and 
while corporate earnings will be under short term pres-
sure, we are doing substantially better than some of are 
other emerging market peers. With corporate growth 
under pressure, it does however make it more difficult to 
understand the total sum of the market’s reaction to the 
challenges that lie ahead.  
The biggest question on forefront of everyone’s mind is 
whether there will be a further credit rating downgrade to 
“junk” status. Much will depend on the successful execu-
tion of the interventions required to improve South Africa’s 
budgeted deficit and debt to GDP ratio. These include 
possible sale of state assets like SAA, cutting government 
expenditure, and a serious fight against corruption and 
the well-crafted patronage system. If we as a country do 
not fix these problems the trends we experienced at the 
end of last year will likely just be the beginning and we will 
continue to see further capital flight, increasing unemploy-
ment and a weaker rand.  
Additional rate hikes by the SARB are certainly on the 
cards for 2016 which will no doubt exert further pressure 
on an already disheartened consumer.  A modest GDP 
growth rate of 1% is expected for 2016.  

Top 10 holdings Annualised returns  

   

Sector Exposure Cumulative performance (since inception)  

   

Share Weight (%) Share Weight (%) 

Steinhoff International 8.80  FirstRand 4.91  

Standard Bank 7.32  MTN Group 4.55  

Old Mutual plc 7.12  Nampak 3.56  

Investec 5.49 Hudaco Industries 3.47  

Sasol 5.15  Tiger Brands 3.16  
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Total Portfolio

98% SWIX 2% Call Rate 4 banks
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