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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 R3.4 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 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 from Denker Capital 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 

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. 

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 
investment 

manager 

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 
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Portfolio Manager Monthly Comment 

This monthly Fund Fact Sheet should be viewed in conjunction with the Glossary Terms Sheet 

Market overview 
 
It is another Deja vu moment. Similar to the December Ne-
negate scenario, our President, Jacob Zuma, finds it difficult to 
learn from his past mistakes.  
 
The announcement of the cabinet shuffle that took place close 
to midnight on the 30th March, the most significant being the 
replacement of a respected (and capable) finance minister 
(Pravin Gordhan), with Malusi Gigaba (need I say more…) 
leaves a very bad taste in the mouths of all rational South Afri-
cans. 
 
The market’s reaction is, in a case such as this, is very predicta-
ble – the currency is the “price”, if you like, of a country. Like a 
company, if it is badly managed, with poor corporate govern-
ance, you would expect the market to punish it – hence the 
precipitous fall, once again in the value of the SA rand leading to 
Standard and Poor downgrading our foreign currency sovereign 
credit rating to junk status. Time will tell if the rating agencies 
downgrade our rand denominated debt to junk – this would have 
more serious consequences for our economy. We all need to act 
decisively to eliminate the corruption and capture of the treas-
ury. If the status quo continues, it will ultimately lead to a weaker 
currency, lower growth, higher inflation, higher interest rates and 
higher unemployment. This is a cocktail that we all wish to 
avoid. We will all be worse off, but ultimately it is the poorer 
South Africans that suffer the most.  
 
We spend a great deal of time thinking about risk and uncertain-
ty, especially downside risk. We do not want our clients’ portfoli-
os to be adversely impacted by macro events that are difficult, if 
not impossible, to predict. 
 
Unlike our president, we have learnt from our past mistakes – 
the last quarter of 2015, post the firing of Nene, was a very 
tough quarter as we had large exposure to domestic SA, in 
particular the banks and very little rand hedge exposure. 
 
We are now better positioned as the macro factors have less of 
an impact on our overall portfolio positioning. We would prefer 
our clients to benefit from our stock picking capabilities over 
time.  
 

The year has started off relatively well with the SWIX All Share 
Index up 3.3% for the quarter (this compares to the SWIX Index 
total return of 4% for calendar 2016). From a broad sector 
perspective, the industrial sector is up 6.6% for the quarter, 
outperforming Resources (+2.7%) and Financials (-1.1%).  
Equities outperformed the ALBI index (+1.4%) and listed proper-
ty (+1.4%). 
 
The portfolio is well diversified and has a good combination of 
rand hedges that are trading well below intrinsic value (like 
Capital & Counties, Brait, Reinet and Steinhoff) and domestic 
cyclical and small and mid-cap stocks (like Hudaco, Italtile, 
Altron, Rhodes Food Group and Clover) that offer significant 
upside to intrinsic value. Our select resources exposure like 
Anglo, BHP Billiton, Northam and Sasol also offer attractive 
upside with rand hedge qualities. 
 
Performance 
 
The local portfolio is up approximately 2% for the quarter. Some 
of the small and mid-cap stocks, a differentiator for us relative to 
our peers, have performed well. Hudaco surprised the market 
with a positive result highlighting the benefits of improved de-
mand in the mining and manufacturing sector with an improved 
outlook going forward. 
 
The share price is up 30.8%. The Altron Group is in the process 
of restructuring. We have supported the activist approach that 
Value Capital Partners has taken in unlocking value in Altron. It 
has already started to bear fruit.  
 
The share price is up over 20% this quarter (it has almost dou-
bled over the past 12 months) and we believe our clients will 
continue to benefit from the value unlock. Northam platinum, 
one of our largest holdings, rose by 30.7% over the quarter. 
What detracted relative value, however, is the fact that we do 
not hold Naspers in the portfolio. It is now over 17% of the SWIX 
Index. Our Nemesis continues to rise – the share price was up 
10.4% over the quarter. We would prefer to allocate this 17% to 
other attractive investment opportunities (that are on the “easier 
to analyse” pile). This, we believe, will be better for our clients 
over the long term. 
 
 

Outlook 
 
We continue to believe that the recovery in the value cycle will 
be enduring and that our clients will continue to benefit from this. 
We prefer the stock picking skills to play a more significant role 
in our ability to generate returns for our clients. It is difficult, in 
fact impossible, to consistently predict the impact of macro 
events. The portfolio performance was largely unaffected by the 
events of Brexit as well as the US general elections last year. 
We would prefer that political events and sovereign credit down-
grades do not dictate our ability to generate returns for our 
clients. For this reason, the portfolio is well diversified in terms of 
attractively valued domestic SA stocks and certain rand hedges 
that provide significant upside to our assessment of intrinsic 
value.  
 
The portfolio metrics, whether looking at factors such as Price to 
Earnings, Price to Book multiples or upside to intrinsic value, 
remain attractive relative to the market. We cannot predict short 
term returns, but what is within our control is to ensure that we 
stick to our philosophy of generating the best possible returns 
for our clients with a keen eye on ensuring that we manage the 
downside risks in the portfolio. The upside will take care of itself. 

Top 10 holdings Annualised returns  

   

Sector Exposure Cumulative performance (since inception)  

   

Share Weight (%) Share Weight (%) 

Steinhoff  6.38 Anglo American 4.90 

Sasol 5.90 Standard Bank 4.37 

Old Mutual 5.54 Northam Platinum 4.33 

Hudaco  5.30 Reinet 3.97 

Investec 5.00 Shoprite  3.82 


