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20 January 2020 
 
 
 
Dear Investor 
 
 
Our portfolio returned 6.23% gross for the quarter ended 31 December 2019 versus the 5.46% return of the 
Capped SWIX Total Return Index.  
 
Individual Contributors and Detractors for Q4 2019 
 

  Top 5 contributors 
Contribution to 

performance 
  Top 5 detractors 

Detraction from 
performance 

 Astral Foods +1.95%  MTN Group -0.56% 

 Quilter +0.70%  Advtech -0.24% 

 Anglo American +0.58%  MultiChoice -0.11% 

 Motus Holdings +0.53%  Glencore -0.10% 

 Sasol +0.51%  Tsogo Sun Gaming -0.05% 

 
 
The largest contributor to portfolio performance in the quarter was our holding in Astral Foods, a poultry and 
animal feeds producer, which reported strong results and was further boosted by expectations of the upcoming 
maize crop and anticipated lower feed costs. The company also stands to benefit from mooted government 
support through anti-dumping protection; an issue that has historically plagued the industry. Quilter, our UK 
wealth management holding, also benefitted after delivering a third-quarter trading update in line with 
expectations and following the conclusion of the UK general election in December. Anglo American provided a 
positive investor update and received an important license approval for its Brazilian iron-ore operations in 
December. Motus, an automotive holding, also traded up following positive vehicle sales data released at year-
end.  
 
Detractors in the quarter included MTN, which reported earnings below consensus expectations and was 
impacted by negative sentiment following further regulatory actions in Nigeria. In the new year, the company 
announced the resolution of the latter. Advtech, a school and tertiary education provider, also traded down in 
the final quarter on no fundamental news, after reporting muted growth in its schools division in the previous 
quarter.  
 
One of the largest single stock contributors to performance in the year was the conclusion of our long-held 
investment in African Phoenix ordinary and preference shares, which we sold to a strategic investor in 
December and which netted a total gain of over R100m for funds under our management. What made this a 
successful investment wasn’t just the amount of money we made, but also the very low risk nature of the 
investment, given that our superior understanding of the capital structure meant that we were effectively buying 
cash at a large discount. 
 
 
Portfolio positioning 
 
The weak South African domestic economy, credit downgrade fears and the ongoing troubles with Eskom and 
other parastatals have created very downbeat domestic consumer and business confidence. Many investors 
have sought sanctuary in ‘safer’ large cap stocks and those with predominantly foreign earnings streams. The 
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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. 

predictable result has been that the prices of many of these assets have been bid up, while domestically 
focussed ‘SA Inc.’ stocks, particularly those with smaller market caps falling outside the Top 40, have been 
largely overlooked. Our Quality Value strategy focusses on acquiring those businesses with high return-on-
invested-capital and free cash flow yields, in addition to attractive valuation. The current environment has 
presented us with excellent opportunities in this regard. The combined quality and valuation of the holdings in 
our Quality Value strategy is exceptional at present and we have a high conviction in the upside potential 
inherent in these positions. 
 
Notwithstanding the opportunity set described above, we also remain enthusiastic holders of several 'Rand-
hedge' stocks with predominantly non-Rand earnings streams, which for stock specific reasons have traded 
below our assessment of intrinsic value. The addition of these companies to the portfolio at very attractive 
valuations also serves as a hedge against any worsening local macro-political volatility.    
 
At year end, the portfolio held 95.5% of capital in 36 positions and is broadly diversified at a sector level. We 
hold only one high quality bank in the portfolio (although we do have some indirect exposure to a second). We 
have also been very selective with the property exposure that we have added to the portfolio, given structural 
challenges facing many companies in the sector. As alluded to earlier, having exited African Phoenix, we have 
allocated the capital into extremely attractive Quality Value names, given the opportunity set afforded under the 
current market conditions. 
 
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, CA(SA) 
 


