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Fund information  

Investment Manager Denker Capital 

Portfolio Managers Ricco Friedrich 
B.Bus.Sc., 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 R2.4 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 
unconstrained 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 Denker 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 compo-
nent, it is the call rate. 

About the managers 

The portfolio is jointly managed by award-winning Ricco Friedrich  
and Claude van Cuyck from Denker Capital who together have 32 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 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 ide-

as. 

Top 10 holdings Annualised returns  

   

Sector exposure Cumulative performance (since inception)  

   

Share Weight (%) Share Weight (%) 

Sanlam Global  
Financial Fund 

9.51 Reinet  4.38 

Steinhoff  5.44 Old Mutual  3.62 

Allied Electronics 4.44 Investec 3.19 

Sanlam Global Best 
Ideas Fund 

4.43 Hudaco  3.17 

Anglo American 4.41 Oracle 3.07 
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Portfolio manager quarterly comment Fees (annual)  

 

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

Fee per  
annum 

 

 First R150m 0.55%  

 Next R150m 0.50%  

 Next R200m 0.45%  

 Next R500m 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. 

Market overview 
 
The last quarter has proven to be extremely challenging. The announcement of 
the Cabinet reshuffle on 30 March was another nail in the coffin for the South 
African economy. The damage that this has done to both consumer and business 
confidence cannot be underestimated. The subsequent credit rating downgrades 
and the announcement of Mosebenzi Zwane’s poorly structured mining charter is 
adding fuel to an already raging fire. It is, therefore, no surprise that we have 
drifted into a recession.  The impact of the political travails should not be underes-
timated. If one excludes the impact of Naspers on the FTSE/ JSE Shareholder 
Weighted and All share Indices, the indices are down 2.24% and 2.23% respectively 
for the quarter. 
 
Let’s, however, not be overly pessimistic, CEO’s of corporate South Africa have 
faced many challenges in the past and undoubtedly, they will navigate these chop-
py waters and probably come out of this a lot stronger. Surprisingly, the rand has 
been extremely resilient and most of the relative strength can probably be as-
cribed to the real yields that investors are able to earn in South Africa relative to 
most developed and emerging markets. 
 
The lower growth outlook for South Africa is likely to support the call to potentially 
cut interest rates (or at worst leave rates unchanged for some time). Assuming 
inflation remains benign, the likelihood of interest rate cuts will increase. In turn, 
this may be supportive of improving consumer confidence levels. 
 
As we move into the second half of the year and approach the ANC Elective Con-
ference in December, we may get an early Christmas present with the hope that 
sanity about the future of a democratic South Africa will prevail. 
 
The portfolio remains well diversified. We have exposure to a number of rand 
hedges that are trading well below intrinsic value (like Capital & Counties, Brait, 
Aspen, Reinet and Steinhoff). There is a healthy balance between domestic defen-
sive stocks (like Shoprite, Tiger Brands, Rhodes Food Group) and other domestic 
small and mid-cap stocks (like Hudaco, Italtile, Altron and EOH) that offer signifi-
cant upside to intrinsic value. Our select resources exposure like Anglo, BHP Billi-
ton, Northam and Sasol also offer attractive upside with rand hedge qualities. We 
have a number of high quality businesses that generate returns well above their 
weighted average costs of capital that will continue to grow their intrinsic value 
over time (like Woolies, recently added Pick n Pay, Foschini and Shoprite). 
 
Performance 
 
We have had an extremely tough quarter, one of the toughest since the onslaught 
of the Global Finance Crises. This is extremely frustrating, especially following a 
fantastic calendar year 2016 performance when the portfolio was up 17.3%. The 
biggest contributor to the performance was our investment in the Naspers stub 
(core Naspers assets excluding Tencent). This detracted approximately 3%. The 
implied negative value on the Naspers assets (excluding their holding in Tencent) 
is now the widest it has ever been at a negative $30 billion (this is more than the 
market capitalisation of Sasol and Remgro combined)! Our assessment of the 
value of the assets that comprise the Naspers stub is a positive $12 billion 
(conservatively). To put this into context, one of the assets in the stub includes 
Multichoice South Africa which alone generates $738 million (almost R10 billion) of 
operating profits. There are also a number of classified e-commerce assets that 
generate profit margins (EBITDA margins) in excess of 45%. We believe there is 
substantial upside but it is likely to take the market some time to recognize this 
value.  
 
Post the announcement of the cabinet reshuffle, domestic SA stocks continued to 
come under pressure over the quarter. Our holdings in Hudaco (which has been 
one of the larger positive contributors over the past 12 months) gave back some 
of the good performance. In addition, Stefannuti Stocks and Pioneer Food Group 
contributed to the tough quarter. 
 
On the positive side, Steinhoff showed a steady recovery, while Altron continued 
its positive contribution to overall performance with the stock up 4% for the quar-
ter. In addition Investec and Barclays Group Africa were up 5.5% and 4.5% respec-
tively. 
 
Outlook 
 
While we’ve had a challenging quarter, we are resolute in our pursuit of generating 
positive returns for our clients and ensuring that we exceed our clients’ expecta-
tions as long term investors. 
 
Your portfolio has significant upside to its intrinsic value. This is evidenced by the 
attractive valuation metrics at the aggregate level relative to the market. The port-
folio is well diversified with a number of attractively valued rand hedges, good 
quality defensive stocks that generate returns well above their cost of capital (and 
hence grow shareholder value over time). Your portfolio is also differentiated 
relative to many of its peers given its exposure to a number of mid and small cap 
stocks - an area of the market that we believe is extremely mispriced and there-
fore offers some of the most attractive upside. 

Risk Profile (Aggressive)  

You can afford to take on a higher level of risk (i.e. will have a greater exposure to 

equities in your portfolio) because of your investment time horizon, or your appetite 

for risk. You know that in taking the risk, you need to be patient if you want to 

achieve the results. So you are willing to invest for the long-term and are prepared 

to tolerate some volatility in the short term, in anticipation of the higher returns you 

expect to receive in five years or beyond. 

Disclosures 

The information in this communication or document belongs to Denker Capital (Pty) Ltd (Denker 

Capital).  This information should only be evaluated for its intended purpose and may not be 

reproduced, distributed or published without our written consent.   While we have undertaken to 

provide information that is true and not misleading in any way, all information provided by Denker 

Capital is not guaranteed and is for illustrative purposes only.  The information does not take the 

circumstances of a particular person or entity into account and is not advice in relation to an 

investment or transaction. Because there are risks involved in buying or selling financial products, 

please do not rely on any information without appropriate advice from an independent financial 

adviser.  We will not be held responsible for any loss or damages suffered by any person or entity 

as a result of them relying on, or not acting on, any of the information provided. 

Source of performance figures: Morningstar.  Returns are annualised.  Annualised returns are 

returns for a period that are scaled to one year.  Please note that past performances are not 

necessarily an accurate determination of future performances, and that the value of investments 

may go down as well as up.  Changes in exchange rates may have an adverse effect on the value, 

price or income of the product.  Actual investment performance of the portfolio and the investor 

will differ depending on the initial fees applicable, the actual investment date, and the date of 

reinvestment of income as well as dividend withholding tax. The Investment Manager does not 

provide any guarantee either with respect to the capital or the return of a portfolio.  The perfor-

mance of the portfolio depends on the underlying assets and variable market factors.  Perfor-

mance is based on NAV to NAV calculations with income reinvestments done on the ex-div 

date.  The Manager has the right to close any portfolios to new investors to manage them more 

efficiently in accordance with their mandates.   

Denker Capital (Pty) Ltd is a licensed financial services provider.      

FSP NUMBER    47075      

REGISTRATION NUMBER    2015/174919/07 

EXECUTIVE DIRECTORS   RJH Friedrich, CS Kooyman, CE van Cuyck     

NON-EXECUTIVE DIRECTORS   R Roux, NR Naidoo 

COMPANY SECRETARY    LJ du Plessis 

Contact us 

6th Floor, The Edge, 3 Howick Close, Tyger Falls, Bellville, 7530 

Private Bag X8, Tygervalley, 7536  

T +27 21 950 2670 E service@denkercapital.com  

W www.denkercapital.com  


