
 

 

 

 

Introduction 
This Report focuses on the investment activities of 

the Maestro Equity Prescient Fund during the 

September quarter. It should be read in conjunction 

with recent editions of Intermezzo and the monthly 

fund summaries, wherein we documented some of 

the salient features of the recent market behaviour. I 

also refer you to the Market Commentary – 

September 2014 report, wherein we discuss the 

markets’ behaviour during the quarter. It will be sent 

together with this report. 

 

The investment position of the Fund 

The Fund’s asset allocation is shown in Chart 1. 

Exposure to the resource sector totalled 17.1% of 

the Fund, down from 17.9% in June. Financial 

exposure fell to 16.4% from 18.6% and industrial 

exposure rose from 58.9% to 60.5%. Cash 

represented 6.1%, up from 4.8% at the end of June. 
 

Chart 1: Asset allocation at 30 Sep 2014 

 

 

Chart 2 depicts the historical allocation to the three 

major sectors of the equity market, expressed as a 

percentage of the equity portion of the Fund. 
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Investment objective 

The Maestro Equity Prescient Fund’s objective is to produce above 

average long-term returns by investing in the South African equity 

market. It will simultaneously aim to assume less risk than the risk 

inherent in the market itself. The Fund adopts a conservative 

investment philosophy. 

 

The Fund benchmark 

The Fund will measure itself against the FTSE-JSE All Share Index.  

 

Legal structure 

The Fund is a scheme in the nature of a Fund known as a collective 

investment scheme. The portfolio manager is Maestro Investment 

Management (Pty) Ltd, an approved Financial Services Provider in 

terms of the Financial Advisory and Intermediary Services Act, 

operating under licence number 739. This portfolio operates as a white 

label fund under the Prescient Unit Trust Scheme, which is governed 

by the Collective Investment Schemes Control Act. 

 

Fee structure 

The maximum initial fee is 2.0%. The annual investment management 

fee is 1.75%. The annual total expense ratio (TER) for period ended 30 

June 2014, in respect of class A was 2.06%. 

 

Income declaration (annually) 

23.78 cents per unit 

31 March 2014 

 

Fund size 

R128 174 272 

 

Management company 

Prescient Management Company (RF) Ltd 

PO Box 31142, Tokai, 7945 

 

Trustee and auditor 

Trustee:  Nedbank Limited  

Auditor:  KPMG Inc. 

 

Investment manager 

Maestro Investment Management (Pty) Ltd 

 

Enquiries 

Maestro Investment Management 

Box 1289 

CAPE TOWN, 8000 

Tel:     021 674 9220 

Email: luke@maestroinvestment.co.za 

 



 

Chart 2: Sector exposure at 30 Sep 2014 

 
 

The largest equity holdings 

The largest holdings at 30 September are listed in 

Chart 3, expressed as a percentage of the equity 

portfolio. 
 

Chart 3: The largest holdings at 30 Sep '14 

 

 

The largest holdings at the end of June are listed in 

Chart 4. During the quarter, OneLogix and Mediclinic 

replaced Standard Bank and Coronation in the top 

10 holdings of the Fund. At the end of September 

there were 28 counters in the Fund, one less than at 

the end of June. The ten largest holdings constituted 

58.7% of the Fund up from 57.2% in June. 

 

Chart 4: The largest holdings at 30 Jun '14 

 
 

Recent activity on the portfolio 

The investment objective on this Fund is to achieve 

long-term growth through the assumption of 

moderate risk. We would emphasise the “long-term” 

aspect of this objective; we are confident that the 

companies in which the Fund is invested will deliver 

long-term capital growth together with a steady 

increase in dividends over time. 

 

During the quarter the Fund reduced its holdings in 

Coronation and Naspers. The Fund also sold out its 

relatively small position in Capitec. 

 

The performance of the Fund 

Turning to the performance of the Fund, Chart 5 

depicts the returns for the quarter against the major 

indices. The un-annualised return on the Fund 

during the September quarter was 0.2%.  

 

The Fund’s quarterly equity return of 0.2% can be 

compared to the All share index return of -2.1%. 

We commented extensively in recent letters and 

Intermezzo about the state of the markets during the 

past few months, and refer you to those publications 

to refresh your memory about the salient features of 
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this period. You can find back copies of Intermezzo 

by clicking here. I also encourage you to read the 

commentary on the market movements during the 

quarter in the document entitled Market Commentary 

– September 2014. 

 

Chart 5: Quarterly returns to 30 Sep 2014 

 
 

Locally, the main theme of the September quarter 

was a similar one to June quarter, where resources 

significantly lagged the industrial and financial 

indices. The weakness in the rand over the quarter 

was not enough to compensate for the dramatic 

declines seen in commodity prices over the quarter 

(refer to the Market Commentary for more 

information). After a strong June quarter, Industrials 

were marginally down in the September quarter, 

declining 0.7%. Financials were surprisingly resilient 

in the weak rand environment, gaining 0.4% over the 

quarter. Gold shares were weak over the quarter on 

the back of a weak gold price, as the gold index 

declined 12.4%. 

 

What is not evident from Chart 5 is the performance 

of companies based on their sizes. The small and 

mid-cap indices significantly outperformed their 

large-cap peers over the quarter. The mid-cap index 

rose 1.9% and the small-cap index gained 2.0%, 

while large-caps were relatively weak, as the Top40 

index declined 2.9% during the quarter. 

 

Let us look at the September quarterly returns of 

some of the Fund’s investments. The quarterly 

returns, excluding dividends, of the largest holdings 

in the portfolio, were as follows: Aspen rose 12.6% 

(it rose 6.3% in the June quarter), Mr Price 17.4% 

(14.9%), Steinhoff -8.7% (16.2%), Naspers -0.6% 

(7.8%), MTN 6.4% (3.9%), Billiton -9.5% (6.3%), 

Sasol -3.0% (7.3%), Richemont -17.6% (10.8%), 

Mediclinic 12.6% (9.2%) and OneLogix 19.5% (17  
.1%). 
 

Chart 6: Year-to-date returns to 30 Sep '14 

 

 

The un-annualised return on the total Fund for 

the year-to-date was 6.3%, shown in Chart 6. The 

Alsi rose 10.0% for the year-to-date. The 

underperformance during that period is as a result of 

the strength in gold shares in the first quarter, which 

we commented on extensively in the June quarterly 

report. Interestingly, financials have been the 

standout performer for the year-to-date, despite the 

marginal weakness in the rand.    
 

 

The annual returns to 30 September are shown in 
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Chart 7. The annual return of the Fund was 13.8%. 

Inflation rose 6.4% over the past year and the All 

bond index rose 5.8%. 
 

Chart 7: Annual returns to 30 Sep 2014 

 
 

The overweight position in industrials relative to the 

All share index and the underweight position in 

resource shares assisted the returns over the past 

year.  Not shown in the chart are the annual returns 

of large, mid and small-cap indices, which rose 

15.2%, 16.2% and 17.5% respectively. 

 

During the past year, the shares that drove the 

Fund's returns include Mr Price, which rose 52.7%, 

Steinhoff 51.3%, Coronation 40.9%, Naspers 34.1%, 

EOH 32.7%, OneLogix 32.4% and Aspen 28.1%. 

 

The compound annual return (CAR) of the Fund, 

shown in Chart 8, over the three-year period to 

September 2014 was 20.3%, which can be 

compared to the All share index return of 22.2%. 

 

It is probably worth highlighting that despite our 

preference for industrials and financials over 

resources, and the fact that they have outperformed 

over the long-term, that is not to say there won’t be 

periods when resources are strong, which will likely 

lead to us underperforming. We remain comfortable 

with our overweight industrial position and we 

continue to believe that over the long-term, it will 

remain a major contributing factor to our 

outperformance. 
 

Chart 8: CAR: 3-year period to 30 Sep 2014 

 
 

Across the market cap spectrum, the small-cap index 

had the strongest performance, followed by the 

large-cap and small-cap indices. The three-year 

compound annual returns of the large, mid and 

small-cap indices are 22.4%, 20.3% and 25.6% 

respectively. The respective compound annual 

returns for the All Bond index and cash over this 

period were 8.4% and 5.5% respectively. 

 

The CAR of the total Fund over the five-year 

period to September, shown in Chart 9, was 

13.8% per annum. This return can be compared to 

the All share index return of 18.0%. 
 

The industrial index compound annual return over 

the five-year period was 25.6%, while financials and 

resources returned 20.3% and 4.9% respectively 

over the same period. The 5-year CARs for the 
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large, mid and small-cap indices were 17.9%, 18.4% 

and 20.2% respectively, while the respective CARs 

for the All Bond index and cash were 9.3% and 

5.9%. 
 

Chart 9: CAR: 5-year period to 30 Sep 2014 

 

 

Chart 10 lists the returns over a seven-year period. 

The CAR of the Fund over the seven-year period 

to September was 8.2% versus the return over the 

same period of the All Share Index of 10.6%. 

 

Over this period, South African inflation rose at 6.3% 

per annum, while the All bond index compound 

annual return was 8.8%. The annual return on cash 

was 7.4%.  

 

Once again, the stand out feature in the chart below 

is the outperformance of the industrial sector relative 

to the financial and resource sectors over the last 

seven years. The industrials index has risen 18.1% 

per annum versus the 12.0% for the financials index 

and decline of 0.9% for the resource index. the last 

seven years. The industrials index has risen 18.1% 

per annum versus the 12.0% for the financials index 

and decline of 0.9% for the resource index. 
 

 

Chart 10: CAR: 7-year period to 30 Sep '14 

 
 

Closing remarks  

Markets had a lot to digest during the quarter, with 

slowing eurozone and China economies, as well as 

clear signs that the Fed’s third quantitative easing 

(QE) program is coming to an end (refer to the 

Market Commentary for more on these topics). 

These events did not affect equity markets as much 

as they did commodity prices, which were hard hit 

over the quarter. The reasonable economic growth in 

the US has been encouraging, however, we would 

argue that in order for equity markets to be sustained 

at these levels and to move higher, we need to see a 

continuation of this growth.   

 

With the end of the Fed’s QE program in sight and 

with other major central banks adopting different 

approaches to monetary policy, it is likely that we will 

see an increase in the levels of volatility across 

equity, bond, currency and commodity markets over 

the next year. We would thus caution against 

expectations that the relatively smooth ride in 

markets over the past couple years will continue 

without some bumps ahead. 
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Saying this, volatility and investor nervousness more 

often than not present opportunities for long term 

investors to invest in great companies at reasonable 

or cheap prices. 

 

We thus continue to make it out goal to search out 

these companies despite the prevailing market 

conditions and sentiment for the benefit of our 

clients.  

 

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 the Fund in further detail. 

 
  

Kind regards 

Luke Sparks 
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