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1. Introduction 

This report focuses on the investment activities of 

Central Park Global Balanced Fund during the quarter 

ended 31 March 2013. It should be read in conjunction 

with the monthly Fund Summaries and Maestro’s 

investment letter Intermezzo, which is sent to 

shareholders and can be accessed on Maestro’s website 

at www.maestroinvestment.co.za.  

 

The Fund is managed, at least conceptually, in two parts. 

The core component is home to the Fund’s long-term 

investments, including its direct equity, bond and 

alternative investments. The satellite component is used 

to take short-term views on the market and is the area in 

which hedging activity is implemented. The reason for 

running the portfolio in this fashion is to capitalise on the 

volatility expected to characterise investment markets for 

the foreseeable future. The Fund is, conceptually at least, 

split 80:20 in favour of the core component. At the end 

of March, the core component represented 89.0% of the 

Fund from 87.2% and 87.8% in December and 

September; the satellite component represented 12.8%. 
 

2. The investment position of the Fund 

Chart 1 depicts the Fund’s asset allocation at the end of 

31 March. The equity exposure in the core and satellite 

components decreased from 57.7% in December to 

57.0%. Cash represented 8.4% (5.9% in December) at 

quarter end while bonds and alternative investments, 

which includes the investment in the Porton Fund, 

comprised 13.2% (13.5%) and 21.4% (22.9%) 

respectively. The Fund’s net asset value at the end of 

March was $9.4m versus $9.1m in December. 
 

Chart 1: Asset allocation at 31 March 2013 

 
 

Chart 2 depicts the Fund’s currency allocation. Dollar 

exposure increased to 46.0% in March from 45.1% in 

December. The rand exposure, which emanates from the 

South African equity market investment, represented 

7.5% of the Fund (8.4% in December). 

 

 

Chart 2: Currency allocation at 31 March 2013 

 
 

3. The largest equity holdings 

The Fund’s largest holdings at 31 March 2013, expressed 

as a percentage of the total Fund, are listed below.  
 

Porton Fund Series A       14.1% 

Maestro Equity Fund      7.5% 

ACPI TriAlpha International Bond Fund    7.4% 

Bristol International Fund     5.9% 

iShares EM Bond Fund     3.5% 

Adidas       3.4% 

Richemont       3.0% 

SAB Miller          2.9% 

Rolls Royce             2.8% 

Investec          2.8% 

Total       53.3% 
 

The largest direct equity holdings, including Exchange 

Traded Funds (ETFs), expressed as a percentage of the 

Fund’s core equity component, are listed in Chart 3.  
 

Chart 3: Largest equity holdings at 31 March 2013 

 
 

During the March quarter, there were no significant 

investment transactions in the Fund. Share price 

movements resulted in the iShares FTSE Xinhua ETF and 

Volkswagen prefs being replaced by Novartis and Roche. 

At quarter-end, there were 24 direct equity holdings in 

the portfolio. The core equity portfolio represented 52.6% 

of the Fund versus 52.8% in December.  
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The Fund’s satellite component held an additional 2.7% 

equity exposure (3.2% in December) excluding the 

investment into the Maestro Equity Fund.  

 

4. Recent activity on the portfolio 

The Fund’s investment objective is to achieve long-term 

growth through the assumption of moderate risk. It is 

against this objective that the activity and performance of 

the Fund should be assessed. The Fund measures itself 

against a benchmark of a 40% equity weighting (using 

the MSCI World index as proxy for global equity 

markets) and a 20% weighting each to bonds (Barclays 

Capital [Barcap] Global Aggregate Bond index), 

alternative investments (Dow Jones Credit Suisse [DJCS] 

Hedge index) and cash (3-month US Treasury Bills). 

This benchmark has generally, over time, delivered better 

returns than the average fund in Lipper’s global mixed 

asset (balanced fund) sector survey. The benchmark is 

thus a demanding one, which should be borne in mind 

when evaluating Central Park’s performance. 

 

The Fund’s investment portfolio is kept stable over time; 

there is little portfolio turnover to speak of. Short-term 

trading constitutes only a small portion of the activity at 

any given point in time. Investments in the core portfolio 

are made with a view to them increasing substantially in 

value over time. In the case of equity investments 

priority is given to companies with a propensity to 

increase their dividends.  

 

5. The performance of the Fund 

Chart 4 depicts the quarterly returns of the Fund and the 

relevant benchmarks. The un-annualised return of the 

Fund during the March quarter was -1.9% versus the 

benchmark return of 3.2%. This return follows the            

2.0% return during the December quarter. The March 

quarterly return of the Lipper Global Mixed Asset sector 

(shown in the charts as “Sector average”) was an increase 

of 2.8%. The bond component fell 1.5% versus the          

-1.9% decline in the Barcap Global Aggregate Bond 

index. The ACPI TriAlpha International Bond Fund, 

which comprises the bulk of the Fund’s bond exposure, 

fell 0.5% during the quarter. 

 

The alternative investment component declined 3.2% 
(this return excludes the Porton Fund investment) versus 

the 3.6% rise of the DJCS Hedge index. The quarterly, 

un-annualized returns of the alternative funds in which 

Central Park is invested are reflected below.  

Please note that Porton Fund is not a hedge fund – it is a 

venture capital fund. However, its returns are listed 

below as they are not listed elsewhere in this Report.   
 

 

 

 

 

 

 

 

 

Bristol International Fund            -4.0% 

Porton Capital Tech Fund            0.0% 
 

Chart 4: Quarterly returns to 31 March 2013 

 
 

The return of the core equity portfolio during the 

quarter was 3.4% versus the 7.2% of the MSCI World 

index. Following a rewarding 2012, the Fund has 

struggled to keep pace with the surging global equity 

markets so far this year, registering a disappointing 

return during the March quarter. There are four main 

reasons for its under-performance. Firstly, concerned that 

the very strong markets had run ahead of the underlying 

fundamentals, we hedged some of the equity gains in 

March, which proved premature as equity markets have 

continued to rise strongly and register record gains, 

despite a slow and fragile global economy. Secondly, the 

dollar has been firm so far this year, which meant that the 

non-dollar portion of the Fund, which at the end of 

March represented 53.8% of the Fund, proved to be a 

drag on the relative returns. The euro, sterling, Swiss 

franc and rand declined 2.6%, 6.6%, 3.3% and 7.5% 

against the dollar in the first quarter. Thirdly, the Porton 

investment, which at 14.1% is the Fund’s largest holding, 

registered a flat return during the quarter. This proved to 

be a drag on Fund’s relative performance in the face of 

rampant equity markets. And finally, the Fund’s hedge 

fund investment, Bristol International, which constitutes 

6.0% of Central Park, registered a poor return. It declined 

4.0% during the quarter, which exacerbated Central 

Park’s underperformance, given that the hedge fund 

component of the benchmark rose 3.6% during the 

quarter. 

 

The Maestro Equity Fund represents the Fund’s 

exposure to the SA equity market. It produced a return 

of 0.6% in rand terms versus the JSE All Share index 

rand return of 2.5%.  
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Chart 5: Annual returns to 31 March 2013 

 
 

The Fund’s annual returns are shown in Chart 5. The 

return of Central Park for the year to March was -0.7% 
versus the benchmark return of 5.6% and the Lipper 

Global Mixed Asset sector average of 5.0%. The return 

of the bond component was 5.2% versus the Barcap 

Global Aggregate Bond index return of 1.6%.  

 

The alternative investment component declined 10.2% 
during the year versus the 7.2% rise in the DJCS Hedge 

index. The annual returns of the funds in which Central 

Park was invested for the full period are listed below.  
 

Bristol International Fund         -12.2% 

Porton Capital Tech Fund         -2.3% 
 

The annual return of the core equity portfolio was          

11.5%. The MSCI World index rose 7.2% during the 

year. The best performing equities over the past year 

include Roche, which rose 40.7%. Rolls Royce rose 

39.2%, SAB 38.0%, Adidas 37.8% and Novartis 35.0%.   
 

Chart 6: CARs – 3-year period to 31 March 2013 

 
 

The Fund’s compound annual returns (CARs) for the      

3-year period to 31 March are listed in Chart 6. The CAR 

of Central Park during this period was 0.9% versus the 

benchmark return of 4.7%. The Lipper Global Mixed 

Asset sector average return was 4.2%.  

 

The return of the bond component was 5.6%, versus the 

4.3% return of the Barcap Global Aggregate Bond index. 

The return of the alternative investment component was 

1.4% versus the 5.4% return of the Dow Jones Credit 

Suisse Hedge index. The CARs of the funds in which 

Central Park was invested for the full period are listed 

below.  
 

Bristol International Fund          8.3% 

Porton Capital Tech Fund          18.1% 
 

The CAR of the core equity portfolio was 6.9% versus 

the 6.1% MSCI World index return. The SA equity 

component, represented by the Maestro Equity Fund, 

returned 13.0% per annum in rand terms versus the 

14.9% rise in the JSE All Share index. 

 

Chart 7 below highlights a theme that runs across most 

charts in this report, i.e. the SA equity market remains 

one of the most profitable areas in which to have 

invested over the years. Whereas the All share index rose 

9.4% per annum over the past five years, the MSCI 

World index was flat over the same period. When you 

consider how low the global returns are, you realise that 

the SA equity market has been a very profitable 

investment destination, in absolute and relative terms. 
 

Chart 7: CARs – 5-year period to 31 March 2013 

 
 

The Fund’s compound annual returns (CARs) for the      

5-year period to 31 March are listed in Chart 7. The CAR 

of Central Park during this period was -0.4% versus the 

benchmark return of 2.1% and the 7.9% gain of the 

Lipper Global Mixed Asset sector average return. The 

return of the bond component was 4.9%, versus the 

4.7% return of the Barcap Global Aggregate Bond index.  

 

The CAR of the alternative investment component was  

-1.1% versus the 3.4% rise in the DJCS Hedge index. 

The 5-year CARs of the funds in which Central Park was 

invested for the full period, are as follows: 
 

Bristol International Fund         15.7% 

 

The compound annual return of the core equity 

portfolio was –0.2% versus the MSCI World index’s flat 

return. The SA equity component, represented by the 
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Maestro Equity Fund, gained 7.4% in rand terms versus 

the 9.3% rand return of the JSE All Share index. 
 

Chart 8: CAR – 7-year period to 31 March 2013 

 
 

The Fund’s compound annual returns (CARs) for the 7-

year period to 31 March are listed in Chart 8. The CAR 

of Central Park during this period was 1.3% versus the 

benchmark return of 1.9%. The return of the bond 

component was 6.8%, versus the 6.2% return of the 

Barcap Global Aggregate Bond index.  

 

The CAR of the alternative investment component was -

0.4% versus the 5.0% rise in the DJCS Hedge index. The 

7-year CARs of the funds in which Central Park was 

invested for the full period, are as follows: 
 

Bristol International Fund         5.1% 

 

The CAR of the core equity portfolio was 2.8% versus a 

1.0% return of the MSCI World index over the same 

period. The SA equity component, represented by the 

Maestro Equity Fund, gained 10.1% in rand terms 

versus the 13.3% rand return of the JSE All Share index.  

 

6. Closing remarks  

From the specific remarks relating to the returns during the 

March quarter, you will see that our returns have been 

below-market. Clearly we are not happy about this and are 

working hard to rectify it. However, as you are aware, there 

are times when shares and indeed portfolios pause for a 

breather, which is all part and parcel of investing. While the 

portfolio “pauses” we work hard to isolate the reasons for 

the pause, see if any remedial action is required, and then act 

accordingly.  

 

That is what has been taking up our time recently. The 

global economy and market risks are awkward to read at 

present, and we are certainly not alone in feeling this way. 

Having shot out of the starting blocks at the beginning of 

this year (in all honesty markets have been strong since mid-

November last year), most analysts are of the view that 

equity markets have run ahead of themselves. Yet markets 

continue to rise strongly and this is cause for concern. 

History, though, has taught us that “bull markets climb walls 

of worry” and this year we seem to be experiencing another 

one of those moments.  

 

In short, we continue to monitor all investments in the Fund. 

Some have proved to be a terrible disappointment while 

others have done particularly well. The latter case is almost 

more difficult to deal with, as we have to take a view on 

whether to remain invested or decide whether the best part of 

the return is behind us. These kinds of decisions are part and 

parcel of “our day job” and you should not be concerned at 

the weak first quarter returns, relative to those of the market. 

We remain confident in our ability to manage money in 

global markets irrespective of the prevailing circumstances, 

and are confident that our returns will again exceed those of 

the markets in due course.  

 

One final point worth highlighting is that we are inherently 

conservative, which simply means that we err on the side of 

caution. The returns therefore fall short of the market at 

times, but you should also bear in mind that if the market 

had to decline significantly in the short-term, your portfolio 

is unlikely to decline by as much as the market.  

 

All that remains is for me to thank you, on behalf of the 

whole Maestro team, for your ongoing support and the 

confidence you have displayed in our abilities. We are very 

grateful for it and will never take it for granted. As usual, we 

are here to serve and be of assistance to you, so please do not 

hesitate to call on me if ever you wish to discuss anything 

about the Fund. 

 

 

 

Victor Mupunga 

On behalf of the Maestro team 

Investment Advisor to Central Park Global Balanced Fund 

 

31 May 2013 
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