
  
 

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. 
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14 January 2019 
 
Dear Investor 
 
Our fund declined 5.10% net for the quarter ended 31 December 2018, versus the Capped SWIX Total Return Index which declined 
3.78%.  
 
Individual Contributors and Detractors for Q4 2018 

 

  Top 5 contributors 
Contribution to 

performance 
  Top 5 detractors 

Detraction from 
performance 

  Pepkor Holdings 1.49%   British American Tobacco -1.20% 

  PSG Group 0.41%   Sasol -1.08% 

  Tsogo Sun 0.31%   Astral Foods -0.92% 

  Vodacom 0.25%   Brait -0.73% 

  Glencore 0.19%   Reinet Investments -0.56% 
 

 

The portfolio was hurt in the quarter by our holdings in British American Tobacco, which declined following concerns over statements 
made by the FDA regarding increased regulation in the sector, our holding in Sasol, which traded down alongside the lower oil price 
in the fourth quarter and our holding in Astral Foods, a poultry and feeds producer, which was impacted by the drier planting season 
and concomitant expectations of higher input costs going forward. This was only partially offset by our holding in Pepkor Holdings, 
which reported good earnings in a difficult consumer environment and our holding in PSG Group, an investment holding company 
which benefited from the share price appreciation of its underlying investments.  
 
The portfolio’s largest sector exposure is to selected Consumer Discretionary and Consumer Staples names. Our exposure to 
Banks, Retailers and Healthcare stocks remain relatively low and we continue to hold selected Insurers and other Financials.  
 
Following the bullish market sentiment in the first quarter of 2018 accompanying the change in political leadership in South Africa, the 
underlying weakness in the SA economy was subsequently highlighted as SA entered only its second recession since 1994. As you’ll 
recall from our Q1 letter of 2018, at the time we were skeptical of the overly-optimistic expectations which had been priced into a 
number of “SA Inc.” stocks, especially given the weak trading and outlook statements of a number of these companies. Following two 
ensuing quarters of economic contraction (ending in Q3), and a markedly negative shift in sentiment, the JSE Capped SWIX Total 
Return Index ended 10.84% down for the year, with Basic Materials registering the only positive contribution in terms of JSE Industry 
Groupings.  
 
In contrast to twelve months ago, we find the shoe is on the other foot and we are finding value in several unloved “SA Inc.” sectors 
which have been negatively impacted by the current sentiment. While the irrationality is well presented by the fact that our investment 
in African Phoenix is now valued by the market at less than half the value of their net cash, there are further examples such as the 
decade low valuation ratio of British American Tobacco, the irrational focus on near term earnings at Sasol, and the low single digit 
multiple of normalized earnings at which several “SA Inc.” stocks now trade. The spate of current and proposed delistings from the 
JSE is illustrative of the value to be found, and we are enthused with the opportunity set currently available. 
 
 
As always, if anything is unclear, or if you wish to discuss our operations further, we welcome your questions. 
 
Sincerely, 
André Steyn, CFA 
James Corkin 
 


