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1. 
This report focuses on the investment activities of 
Central Park Global Balanced Fundduring the quarter 
ended 31 December 2013. It should be read in 
conjunction with the monthly 

Introduction 

Fund Summaries 
andMaestro’s investment letter Intermezzo, which is sent 
to shareholders and can be accessed on Maestro’s 
website atwww.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 December, the core component represented 89.7% of 
the Fund from 89.9% in September; the satellite 
component represented 10.3%. 
 

2. 
Chart 1 depicts the Fund’s asset allocation at the end of 
31 December. The equity exposure in the core and 
satellite components decreased from 62.0% in September 
to 60.0%. Cash represented 18.4% (17.7% in September) 
at quarter end while bonds and alternative investments, 
which includes the investment in the Porton Fund, 
comprised 8.6% (9.1%) and 13.2% (16.6%) respectively. 
The Fund’s net asset value at the end of December was 
$9.7m. 
 

Chart 1: Asset allocation at 31 December 2013 

The investment position of the Fund 

 
 

Chart 2 depicts the Fund’s currency allocation. Dollar 
exposure decreased to 48.8% in December from 49.4% 
in September. The rand exposure, which emanates from 

the South African equity market investment, represented 
7.6% of the Fund (7.8% in September). 
 
Chart 2: Currency allocation at 31 December 2013 

 
 

3. 
The Fund’s largest holdings at 31 December 2013, 
expressed as a percentage of the total Fund, are listed 
below.  

 

Porton Fund Series A      8.2% 
ACPI TriAlpha Bond Fund     5.3% 
Maestro Equity Fund      4.8% 
Adidas       3.9% 
Google       3.7% 
Bristol       3.7% 
Richemont       3.6% 
Apple       3.5% 
Rolls Royce      3.2% 
FedEx       

The largest equity holdings 

2.9% 
Total     

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.  

42.8% 
 

 

Chart 3: Largest equity holdings at 31 December 2013 

 
 

There were no major transactions within the Fund during 
the December quarter. Share price movements resulted in 
FedEx and VW Prefs replacing Syngenta and Novartis 
among the Fund’s ten largest direct equity holdings.  
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At quarter-end, there were 21direct equity holdings in the 
portfolio.The core equity portfolio represented 49.6% of 
the Fund  
The Fund’s satellite component held an additional 2.7% 
equity exposure, excluding the investment into the 
Maestro Equity Fund. 

 
4. 

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 abenchmark 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.  
 

Recent activity on the portfolio 

5. 
Chart 4 depicts the quarterly returns of the Fund and the 
relevant benchmarks. The un-annualised return of the 
Fund during the December quarter was 6.0% versus the 
benchmark return of 3.8%. This return follows the 5.7% 
return during the September quarter, which resulted in an 
impressive gain of 12.0% for the second half of 2013. 
The December quarterly return of the Lipper Global 
Mixed Asset sector (shown in the charts as “Sector 
average”) was an increase of 2.9%.The bond component 
fell 1.1% versus the 0.4% decrease in the Barcap Global 
Aggregate Bond index. The ACPI TriAlpha International 
Bond Fund, which comprises the bulk of the Fund’s bond 
exposure, fell 0.6% during the quarter. 
 

The performance of the Fund 

The alternative investment component rose 16.0% (this 
return excludes the Porton Fund investment) versus the 
4.2% 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   17.3% 
Porton Capital Tech Fund   -0.5% 

 

Chart 4: Quarterly returns to 31 December 2013 

 
 

The return of the core equity portfolio during the 
quarter was 10.8% versus the 7.6% of the MSCI World 
index. Following a disappointing second quarter for 
Central Park that was dominated by the write-down in 
the Porton Fund, which we commented on extensively 
in the monthly Fund Summary, the Fund rebounded in 
the September and December quarter. There were 
several reasons for the Fund’s strength during the 
quarter, the most significant of which were the 
performance of the equity and alternative components of 
the Fund. You will recall that concerns about the Fed 
scaling back its asset purchase program towards the 
latter part of the June quarter weighted heavily on 
equities, particularly those in emerging markets, which 
is where Central Park’s equities were largely invested. 
That trend was reversed early in the third quarter and we 
saw a continuation of that trend throughout the 
December quarter.  This occurred despite the arrival of 
the long-awaited and much-feared reduction in 
monetary stimulus (quantitative easing or QE) which the 
Fed announced in late-December. 
 
A second and less obvious reason behind Central Park’s 
good showing in the December quarter lies in the 
underlying currencies the Fund invests in. You will be 
aware that though Central Park is a dollar denominated 
Fund (it reports in dollars), less than half (48.8%) of the 
Fund is actually invested in dollar denominated assets. 
20.4% is invested in sterling, 13.2% in Swiss franc, 
10.0% in euros and 7.6% is invested in rand assets. With 
the dollar being weak relative to the euro, franc and 
sterling during the December quarter, it enhanced the 
Fund’s reported dollar return. The final driver of the 
Fund’s returns during the quarter was the hedge Fund 
component. Bristol International, which constitutes 
3.7% of the Fund, rose 17.3% during the quarter, which 
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was a significant contribution to the Fund bearing in 
mind that the hedge Fund benchmark gained only 4.2%. 

 
The Maestro Equity Fund and the Prescient Africa Fund 
represent the Fund’s exposure to African equity markets. 
They produced a return of 6.6% in rand terms versus 
the JSE All Share index rand return of 5.5%. 
Chart 5: Annual returns to 31 December 2013 

 
 

The Fund’s annual returns are shown in Chart 5. The 
return of Central Park for the year to December was      
-0.9% versus the benchmark return of 10.6% and the 
Lipper Global Mixed Asset sector average of 8.4%.The 
return of the bond component was -7.1% versus the 
Barcap Global Aggregate Bond index return of -2.6%. 
The disappointing annual returns include the Porton Fund 
write-down in the June quarter that we commented on in 
previous fund summaries. The weakness in the bond 
market is evident from looking at the chart above. 
Concerns about Fed tapering had a devastating effect on 
global bond markets, as we commented on throughout 
the year. 
 
The alternative investment component rose 24.4% 
during the year versus the 9.7% 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    27.6% 
Porton Capital Tech Fund  -43.5% 

 

The annual return of the core equity portfolio was 
20.8%. The MSCI World index rose 24.1% during the 
year. The best performing equities over the past year 
include Google, which rose 58.4%. FedEx rose 56.8%, 
Rolls Royce 45.7%, Adidas 37.6% and Roche 34.5%.  
 

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

 
 

The Fund’s compound annual returns (CARs) for the 3-
year period to 30 December are listed in Chart 6.The 
CAR of Central Park during this period was                    
-1.3%versus the benchmark return of 5.2%. The Lipper 
Global Mixed Asset sector average return was 3.7%. The 
Fund’s underperformance in the June quarter adversely 
affected the long-term returns. 
 
The return of the bond component was 2.9%, versus the 
2.4% return of the Barcap Global Aggregate Bond index. 
The return of the alternative investment component was 
6.2% versus the 4.8% 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  9.1% 
Porton Capital Tech Fund  -16.8% 
 

The CAR of the core equity portfolio was 8.6% versus 
the 9.1% MSCI World index return. The SA equity 
component, represented by the Maestro Equity Fund, 
returned 13.7%per annum in rand terms versus the 
16.4% 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 a 
profitable market in which to have invested over the 
years. Whereas the All share index rose 19.9% per 
annum over the past five years, the MSCI World index 
rose 12.5% per annum 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 despite the weakness in the rand. 
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Chart 7: CARs – 5-year period to 31 December 2013 

 
 

The Fund’s compound annual returns (CARs) for the 5-
year period to 30 December are listed in Chart 7. The 
CAR of Central Park during this period was 2.9% 
versus the benchmark return of 7.8% and the 8.1% gain 
of the Lipper Global Mixed Asset sector average 
return.The return of the bond component was 3.2%, 
versus the 3.9% return of the Barcap Global Aggregate 
Bond index.  
The CAR of the alternative investment component was 
10.6% versus the 8.7% 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            12.9% 
Porton Capital Tech Fund           -7.93% 

 
The compound annual return of the core equity 
portfolio was 16.5%versus the MSCI World index’s 
return of 12.5%.The SA equity component, represented 
by the Maestro Equity Fund and Prescient Africa Fund, 
gained 17.5% in rand terms versus the 19.9% rand 
return of the JSE All Share index. 
 

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

 
 

The Fund’s compound annual returns (CARs) for the 7-
year period to 31 December are listed in Chart 8. The 
CAR of Central Park during this period was 0.7% 

versus the benchmark return of 3.3%. The return of the 
bond component was 4.9%, versus the 5.1% return of the 
Barcap Global Aggregate Bond index. The CAR of the 
alternative investment component was 2.8% versus the 
4.7% 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  9.9% 
 

The CAR of the core equity portfolio was 3.0% versus a   
1.6% return of the MSCI World index over the same 
period. The SA equity component, represented by the 
Maestro Equity Fund, gained 3.0% in rand terms versus 
the 1.6% rand return of the JSE All Share index. 

 
6. 

Though we were disappointed with the second quarter’s 
returns, we were pleased with the performance of the 
Fund in the second half of the year and trust that the 
portfolio is positioned to continue with the respectable 
returns earned in the second half of the year.  
 
Looking ahead, a risk that we are keeping a close eye on 
this year is the slowing down of monetary easing by the 
Fed. Global markets have been addicted to the profound 
amounts of monetary stimulus that major central banks 
have been providing over the last five years. With the 
largest of them (the Fed) now clearly set on scaling back 
the stimulus, it is highly likely that both equity and bond 
markets will experience more volatility in 2014. We do 
not predict a financial collapse or a major crisis as a 
result of the reduction in stimulus; however it is highly 
likely that the relatively smooth ride that we enjoyed in 
the markets in 2013 will become a bit bumpier in 2014.  
 
Overall, it is our view for the year ahead that the 
economic environment, namely a continued 
improvement of the global economy, should remain 
supportive for markets and hence our conservatively 
optimistic view for 2014. Saying this, company and 
market valuations are not cheap and earnings growth is 
essential for investors to enjoy another year of good 
returns. We will consequently retain our current strategy 
and investment view, which has worked well in the past 
and has generated good risk adjusted returns for our 
clients.     

 
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.  

 
As usual, we are here to be of assistance to you, so please 
do not hesitate to call on me if ever you wish to discuss 
anything about your portfolio in further detail. 
 

Closing remarks  
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On behalf of the Maestro team 
Investment Advisor to Central Park Global Balanced 
Fund 
 
13 March 2014 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Victor Mupunga 
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