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24 January 2018 
 
Dear Investor 
 
Our fund returned 1.17% for the quarter ended 31 December 2017, versus the index which returned 8.44%.  
 
Individual Contributors and Detractors for Q4 2017 
 

  Top 5 contributors 
Contribution to 

performance 
  Top 5 detractors 

Detraction from 
performance 

Astral Foods 2.76% Steinhoff International -3.17% 

Remgro 0.74% Steinhoff Africa Retail -1.79% 

Barloworld 0.67% Blue Label Telecoms -0.54% 

Naspers 0.63% Sappi -0.32% 

MTN 0.60% KAP Industrial Holdings -0.31% 
 

 
The last quarter of 2017 was a difficult one for the portfolio, which underperformed its benchmark by 7.27%. The 
quarter was dominated by several key themes, the confluence of which had a negative impact on portfolio 
performance in the quarter. The most significant of these was of course the collapse in the share price of 
Steinhoff International following the resignation of the CEO, the announcement of accounting impropriety and 
the subsequent uncertainty over the existence and valuation of previously reported assets, prompting concerns 
over the liquidity levels of the company. The share price of Steinhoff International dived 91.7% in December and 
the market contagion affected all associated companies in the Steinhoff stable, including the newly-listed 
Steinhoff Africa Retail and KAP Industrial, both of which were also detractors to performance in the quarter.  
 
Frustratingly, our analysis had actually led us to close our position in Steinhoff in October, following an issue we 
had identified which we believed would result in a moderate financial penalty for the company. Our process 
involves looking at both forensic accounting analysis, as well as an analysis of what company insiders are doing 
with their own shares, in addition to normal fundamental analysis and valuation work. In this case, subsequent 
to having closed our position based on the above concern identified in our forensic accounting analysis, two 
company insiders (one of whose investment decisions have proven exceptionally prescient in the past), made 
significant share purchases, causing us to develop a variant perception regarding the likelihood and extent of 
any financial penalty stemming from the above. On balance, given our assessment of the validity of the 
accounting malfeasance claims at the time, as well as a strong signal to the contrary from an insider we 
regarded as savvy, we re-established a 3% position in Steinhoff in November. We continue to hold our reduced 
position pending further newsflow and are monitoring the situation closely.  
 
The second key theme which impacted the portfolio in the quarter was the outcome of the ANC elective 
conference. While positively viewed by the market, the result following the announcement was a surge in “SA 
Inc.” stocks in December, led by general retailers (+15.9%) and banks (+15.2%). Given our perception of the 
value offered by many of the companies in these sectors and in light of the binary and unknowable political 
outcome of the ANC conference, we elected to maintain our limited exposure to stocks in these sectors.  
 
Finally, as we have reported previously, our lower weighting of Naspers relative to the benchmark index also 
impacted on relative performance, given the strong share price performance of Naspers in the quarter and 
indeed the year.   
 



  April 22, 2022 

Mandatory Disclosures 

Steyn Capital Management (Pty) Ltd is an authorised Category I, II and IIA financial services provider in terms of the Financial Advisory and Intermediary Services 
Act No. 37 of 2002 (“FAIS Act”) with FSP number 37550. The information contained herein, should not be construed as advice as defined in the FAIS Act, neither 
does it constitute a solicitation, invitation or investment recommendation. Collective Investment Schemes (“CIS’s”) should be considered as medium to long-term 
investments. There are risks involved when buying, selling or investing in any financial product. The value of financial products can increase as well as decrease 
over time, depending on the value of the underlying securities and market conditions. There is no guarantee in respect of capital or returns in a portfolio. Past returns 
may not be indicative of future returns and an investor should seek independent professional financial, legal and tax advice relevant to their individual circumstances 
before making any investment decision. CIS’s are traded at the ruling price and can engage in scrip lending and borrowing. A schedule of fees, charges and 
maximum commissions is available on request from the Manager. A CIS may be closed to new investors in order for it to be managed more efficiently in accordance 
with its mandate. Performance has been calculated using net NAV to NAV numbers with income reinvested. The validity and accuracy of any illustrations, forecasts 
or hypothetical data are not guaranteed and are only provided for illustrative purposes. 

On the positive side, the main contributor to the portfolio performance in the quarter was our holding in Astral 
Foods, which reported earnings above consensus expectations and benefitted from lower feed prices, higher 
chicken prices and a continued positive outlook. Remgro, an investment holding company, also benefitted from 
the rally in SA focussed businesses given its listed SA holdings and high quality unlisted portfolio. Additionally, 
Barloworld performed strongly in the quarter given newsflow surrounding a stronger than expected equipment 
replacement cycle and tracked higher as the industrial metals sector rallied in the fourth quarter.  
 
The portfolio remains well diversified. While for most of the year the results of our research process yielded a 
number of consumer staples names, during the last quarter we began to find value in certain consumer 
discretionary counters and our exposure to this sector increased, due in part also to the performance of Naspers 
in the quarter. We also added to our real estate exposure by participating in the book build of a European 
property company and also added a diversified miner to our mining holdings.  
 
As always, if anything is unclear, or if you wish to discuss our operations further, we welcome your questions. 
 
Sincerely,  
 
André Steyn, CFA 
 


