Small cap investment opportunity
S-Alt SC Qualified Hedge Fund +

Your questions answered

The mechanics of the fund
❶ What do the abbreviations in the fund’s name stand for?
S-Alt stands for Sanlam Alternative Investments, the division of Sanlam that administers hedge funds.
SC stands for small cap, the type of companies that the fund invests in. We classify companies with a market
capitalisation (or market cap, which is the total value of a listed company) of less than R10 billion as small cap
companies.
❷ Why do I deal with Denker Capital if it’s a Sanlam fund?
Management of the portfolio is outsourced to Denker Capital (Pty) Ltd, who act as a juristic representative on the
Sanlam Investment Management (Pty) Limited regulatory license. We are responsible for all company research and
investment decisions, while Sanlam carries out all fund administration (such as monthly pricing) and investor
instructions (such as setting up investment accounts).
❸ What is a qualified investor hedge fund?
A qualified investor hedge fund (or QIHF) is a hedge fund in which only qualified investors may invest.
A qualified investor means any person, who invests a minimum investment amount of R1 million per hedge fund, and
who has demonstrable knowledge and experience in financial and business matters which would enable the investor to
assess the merits and risks of a hedge fund investment; or has appointed a FSP who has demonstrable knowledge and
experience to advise the investor regarding the merits and risks of a hedge fund investment.
The S-Alt SC Qualified Hedge Fund + will not short stocks, so is essentially a long-only fund.
❹ If you won’t be shorting stocks, why did you decide on a QIHF as the investment vehicle for this fund?
There are characteristics of QIHFs that make them the most suitable vehicle for the execution of our small cap
investment strategy.



No constraints on position sizes

We are able to invest based on our convictions and have no position size limitations.



We have up to 90 days to pay a redemption

Small cap companies sometimes have liquidity constraints so, while the full 90 days may not always be necessary, we
may use the time to make cash available.



Although not part of our strategy, we may use leverage

We will only use leverage in exceptional circumstances to capitalise on opportunities that arise. If and when we do use
leverage, it will only be for short periods of time (no more than a few months) and may be up to 20% of the value of the
fund.
❺ Are hedge funds regulated?
Yes, the Financial Sector Conduct Authority regulates hedge funds in South Africa.
❻ If I invest, how long must I stay invested for?
There is no fixed term but, given the opportunities we currently see in the market, we recommend an investment time
horizon of three to five years. This allows time to properly benefit from compounding and to allow time for prices to
reflect intrinsic value.
❼ How often is the net asset value (NAV) calculated?
The NAV is calculated on the fifth working day of a month, at the value of the first business day.
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Fees
❽ What fees will I pay?
A2 class
Annual management fee
Payable monthly in arrears

1.35%

Advisor fee included

0.35%

Performance fee
Crystalised annually with high water mark
Hurdle rate

15% above the hurdle rate
Alexander Forbes Short Term Fixed Interest composite index
(STeFI Index)

Maximum total fee

3.50%

Exit fee

None
These fees are shown excluding VAT.

❾ How are performance fees calculated?
Performance fees are calculated and paid on each tranche of capital invested. This means each investment, even if
those made by the same investor, carry their own performance fee calculations.
The performance fee is crystalised annually at the closing market value, provided that the performance of the fund was
higher than that of the STeFI Index at the end of the previous year. This means that an investor will not pay performance
fees until the fund has made up previous underperformance for that tranche. The performance fee is 15% of the
performance above the STeFI Index.
❿ When are performance fees paid?
Performance fees are paid on the last business day of December each year or the date a redemption is done from a
tranche of capital. The performance fee payable, whether at the end of December or on partial or full redemption, will
be equal to the sum of the performance fees for each tranche (if there is more than one tranche).

After investing
⓫ How can I access my portfolio information?
You will receive monthly statements via email.
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Disclaimer
Denker Capital (Pty) Ltd is an authorised financial services provider (FSP number 47075).
Physical address 6th Floor, The Edge, 3 Howick Close, Tyger Falls, Bellville 7530, South Africa Postal address Private Bag X8, Tygervalley 7536, South Africa
See www.denkercapital.com/company/ for directors and company information.
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. The
information does not constitute financial advice as contemplated in terms of the South African Financial Advisory and Intermediary Services Act of 2002 (FAIS Act). Use or rely on this information
at your own risk. Independent professional financial advice should always be sought before making an investment decision as not all investments are suitable for all investors. Please note that
past performances are not necessarily an accurate determination of future performances.
The Manager of the range of Denker Capital South African funds and feeder funds is Sanlam Collective Investments (RF) (Pty) Ltd (SCI), a registered and approved Manager in terms of the
Collective Investment Schemes Control Act. The Manager retains full legal responsibility for third party named portfolio. The Sanlam Group is a full member of the Association for Savings and
Investment SA. A schedule of fees and charges and maximum commissions is available from the Manager. Standard Bank of South Africa Ltd is the appointed trustee of the Sanlam Collective
Investments schemes.
International investments or investments in foreign securities could be accompanied by additional risks such as potential constraints on liquidity and repatriation of funds, macroeconomic risk,
political risk, foreign exchange risk, tax risk, settlement risk as well as potential limitations on the availability of market information. Collective investment schemes are generally medium- to longterm investments. Please note that past performances are not necessarily an accurate determination of future performances, and that the value of investments / units / unit trusts may go down
as well as up. Changes in exchange rates may have an adverse effect on the value, price or income of a product. 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 market value of all assets in the portfolio including any income accruals and less any
deductible expenses such as audit fees, brokerage and service fees. 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. Forward pricing is used. Additional information of the proposed investment, including brochures,
application forms and annual or quarterly reports, can be obtained from the Manager, free of charge. The Manager does not provide any guarantee either with respect to the capital or the return
of a portfolio. The performance of the portfolio depends on the underlying assets and variable market factors. Performance 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. Lump sum investment performances
are quoted. All the portfolio options presented are approved collective investment schemes in terms of Collective Investment Schemes Control Act, No 45 of 2002 (CISCA). The portfolio
management of all the portfolios is outsourced to financial services providers authorized in terms of the Financial Advisory and Intermediary Services Act, 2002. Management of this portfolio is
outsourced to Denker Capital (Pty) Ltd, who act as a juristic representative on the Sanlam Investment Management (Pty) Limited regulatory license.
While CIS in hedge funds differ from CIS in securities (long-only portfolios) the two may appear similar, as both are structured in the same way and are subject to the same regulatory
requirements. The ability of a portfolio to repurchase is dependent upon the liquidity of the securities and cash of the portfolio. A manager may, in exceptional circumstances, suspend
repurchases for a period, subject to regulatory approval, to await liquidity and the manager must keep the investors informed about these circumstances. Further risks associated with hedge
funds include: investment strategies may be inherently risky; leverage usually means higher volatility; short-selling can lead to significant losses; unlisted instruments might be valued incorrectly;
fixed income instruments may be low-grade; exchange rates could turn against the fund; other complex investments might be misunderstood; the client may be caught in a liquidity squeeze; the
prime broker or custodian may default; regulations could change; past performance might be theoretical; or the manager may be conflicted.
The S-ALT SC Qualified Hedge Fund was formerly registered as the S-ALT YN Qualified Hedge Fund. The name change was approved with a change of investment policy, and as such the historic
fund performance ceases to exist.
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