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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 R5.2 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 

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

Introduction 
The quarter was dominated by the British referendum 
which will likely result in the end of Britain’s 43 year mem-
bership of the EU. In spite of the knee-jerk sell off of 
equities, the FTSE 100 is up 4.4% in June and over 6% in 
Q2 2016. Even if one had perfect foresight of the referen-
dum results (the bookies indicated Brexit had a 10% 
chance), not many forecasters would have predicted that 
equity markets would be higher just one week later. 
 
The impact on the South African economy will be fairly 
muted as the UK accounts for just over 3% of our exports. 
There are however several listed companies in South 
Africa with significant operations in the UK that were hit 
by the shock result. The worst of these were the property 
stocks (like Capco and Intu which were down 17% and 
12% respectively in the 2nd quarter) followed by financial 
stocks such as Investec (-17%). 
 
Which factors affected the South Africa market? 
South Africa managed to fight off a credit downgrade for 
now, despite significant downgrade in growth projections 
following the 1Q GDP growth numbers which at negative 
1.2% came in well below expectations, mainly due to slow 
down in mining and agriculture. 
 
This helped bonds rally (+4.4% for the quarter) which 
outperformed the Alsi index, which was pretty flat. Overall 
bond yields fell to 8.8% in line with fall in yields across the 
globe. Currently a record value of bonds is now in nega-
tive territory - $11.7trillion in total. 
This disconnect between equity markets and bond mar-
kets is interesting. Despite the recovery in equities, bond 
yields remain at record lows. Low bond yields are signal-
ling that the depressed growth outlook will probably last 
longer. 
 
 
 

The significant increase in uncertainty regarding the 
potential knock on effects of Brexit resulted in strong out 
performance of already expensive stocks like gold shares, 
telecoms and healthcare, pharma, food producers and 
tobacco all out performing the market. Those sectors 
which lagged included financials, real estate, luxury 
goods and construction – mostly cyclical sectors. 
 
The rand remains the best performing EM currency in 
2016 (up 6%). After falling in May the gold price rallied 
again in June. We believe that through the cycle gold 
companies do not create value for shareholders. They 
tend to rally in times of uncertainty and surprise shocks 
which by their nature are not possible to predict.  
Oil prices have recovered strongly – up 26% in the quar-
ter. Despite this Sasol share price was down almost 18% 
for the month and 8% for the quarter. 
 
Base metals also recovered which supported the contin-
ued rally in the mining sector. Our holding in Anglo Ameri-
can was up 35% for the quarter. 
 
Factors impacting performance 
Factors that have contributed to our out performance for 
the 1st half of 2016 are the continued out performance of 
the value investment style and, as we are generally 
benchmark agnostic we enjoy environments in which mid-
caps and small caps do well. Year-to-date mid-caps are 
up 21% and small caps 14% as against the Top 40 which 
us up 1.6%. 
 
While we continue to outperform on a year-to-date basis, 
performance this quarter lagged our benchmarks. The 
main contributors include stocks which were negatively 
impacted by European uncertainty such as Steinhoff, Old 
Mutual and Investec. In addition, we do not own Naspers 
which also detracted from relative performance. Stocks 
which contributed positively to performance were Anglo 
American, Altron, Sun International and Adcorp. 
 

Outlook 
Equity markets have recovered following the Brexit vote 
but we certainly don’t believe the dust has settled and 
there will likely be a protracted period of uncertainty. 
 
In the recovery defensive stocks continue to outperform. 
Many stocks and sectors remain well down on pre-Brexit 
levels. We believe that this presents an opportunity, but 
will focus on better quality businesses where risks are 
better understood. 
 
Back at home we have just come out of a reporting sea-
son with many companies struggling to show real growth 
in earnings – in fact its only companies exposed to con-
sumer (semi and non-durable retailers, fast food) that 
have been able to grow earnings in real terms. Having 
said this it does seem like the worst is behind us as min-
ing productivity recovers and effects of the drought dissi-
pate into 2017. 
 
The good news is that we are probably close to the end of 
rising interest rates, in particular as further increases from 
the Fed this year seem highly unlikely -inflation will peak 
in 4th quarter of 2016.07.05 
 
Local elections next month – not sure what this may hold 
but it is concerning to see violent protests which took 
place last month in Pretoria regarding the ANC’s candi-
date for mayor.  
 
At Denker Capital, our focus is on investing in good busi-
nesses at prices below our assessment of intrinsic value. 
We enjoy the volatility in share prices that uncertain times 
create as it gives us the opportunity to capitalise in great-
er than usual gaps between share price and intrinsic 
value. We continue to see a lot of opportunity amongst 
better quality local industrials and banks rather than the 
fairly expensive dual listed defensive stocks like SAB, 
British American Tobacco and Naspers. 

Top 10 holdings Annualised returns  

   

Sector Exposure Cumulative performance (since inception)  

   

Share Weight (%) Share Weight (%) 

Steinhoff  7.12 Northam Platinum  4.85 

Standard Bank  6.89 Investec  4.84 

Old Mutual plc 6.65 Shoprite  3.73 

Sasol 5.42 Tiger Brands 3.51 

MTN  5.02 Reinet  3.40 -6.7%

9.3% 9.8% 10.6%

4.2%

14.6%
15.5%

12.3%

1 Year 3 Years 5 Years Since Inception

Portfolio Benchmark
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Total Portfolio

98% SWIX 2% Call Rate 4 banks

ALSI

Value Index

28%

21%

13%

11%

10%
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2%

1%

-1%

4%

International

Financials

Industrials

Basic Materials

Consumer Goods

Consumer Services

Telecommunications

Exchange Traded Products

Forex Hedge

[Cash]


