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25 January 2021 
 
 
 
Dear Investor 
 
 
Our portfolio returned 16.68% gross for the quarter ended 31 December 2020 versus the 11.48% return of the 
Capped SWIX Total Return Index.  
 
Individual Contributors and Detractors for Q4 2020 
 

  Top 5 contributors 
Contribution to 

performance 
  Top 5 detractors 

Detraction from 
performance 

  Tsogo Sun Gaming +1.60%   Sun International -0.31% 

  Motus Holdings +1.36%   Momentum Metropolitan -0.19% 

  Glencore PLC +1.21%   Grindrod Shipping -0.08% 

  Grindrod  +1.14%   Coronation Fund Managers -0.04% 

  FirstRand +1.05%   Imperial Holdings -0.03% 

 
 
The largest contributor to portfolio performance in the quarter was our holding in Tsogo Sun Gaming, the 
owner of 13 licenced casino and entertainment destinations, which reported results showing better than 
expected margin performance going into Q4, as cost cutting measures managed to largely offset the operating 
leverage impact of lower revenues. Other contributors in the period included Motus Holdings, which continued 
to benefit after reporting strong results in September, displaying exceptional cash generation and alleviating 
fears around the strength of its balance sheet. Swift action taken by management resulted in significant cost 
savings to offset declines related to its car rental business and lower vehicles sales. The share price 
appreciated further as vehicle sales recovered and buoyant guidance was issued towards the end of the year. 
Glencore, a commodity producer and marketer, benefitted from elevated prices of its commodity basket in the 
fourth quarter. Grindrod, a holding company with valuable ports, terminal and logistics operations, as well as 
several non-core investments, traded up as management continued to make headway in unlocking value for 
shareholders through the sale of non-core assets. An update released in late November showed a return to 
more normal volumes for their core Ports & Terminals operations. FirstRand, our only bank holding and, in our 
opinion, the highest quality South African bank, provided a strong trading update in November in which it 
pointed to better than guided performance, positively surprising the market.  
 
The biggest detractor to performance in the quarter was our holding in Sun International, also a casino 
operator, which was impacted by its higher exposure to the hospitality industry, with the outlook for this sector 
dampened by the earlier than expected resurgence in Covid-19 cases. Proactive steps taken by management 
have greatly reduced the cost base of the business, and we are of the opinion that cash generation, even under 
limited trading conditions, will prove to be well ahead of market expectations. We do not believe that the 
pandemic has impacted the long-term demand or cash generation fundamentals of the business and remain 
enthusiastic holders given the extreme value at current levels. Momentum Metropolitan Holdings saw 
performance and the share price impacted by the difficult operating environment and increasingly competitive 
assurance environment despite successfully undergoing a business restructure under the current CEO, 
reducing costs and aligning the business for growth. We exited the position to reallocate capital into higher 
conviction ideas. 
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  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. 

Portfolio positioning 
 
Our core thesis remains that ‘SA Inc.’, particularly companies with market capitalisation falling outside the top 
40, represents a generational opportunity for stock pickers who can separate winners from losers. After the first 
quarter selloff, the JSE ALSI has gone on to reach new record highs in early January of 2021. The small and 
midcap indices however remain below the already depressed levels of a year ago, despite significantly 
outperforming larger cap stocks in the fourth quarter. The value attraction of this segment of the market is 
extremely compelling. This is illustrated by private market transactions between knowledgeable buyers and 
sellers, where modest parts of businesses are being sold for large proportions of their market capitalisation (Sun 
International and Tsogo Sun Hotels are examples), or by the ever-increasing number of take-private 
transactions being seen. We expect this value mismatch will be realised over time and will generate strong 
returns going forward. During the year, we have continued to take advantage of the excellent opportunities to 
deploy capital into our bread-and-butter Quality Value strategy: high quality companies with strong competitive 
positions, high returns-on-invested-capital, valuable assets, and good cash flow generation. 
 
Investment holding companies (“sum-of-the-parts” investments) present another area rife with opportunity, 
where holding company discounts have now blown out to never-before-seen levels.  Investors are applying 
record holding company discounts to businesses already valued on depressed earnings and multiples. 
Furthermore, many are managed by astute management teams with long track records of value creation for 
shareholders and are actively returning value via unbundling transactions or share repurchases at wide 
discounts to NAV. We have been active in encouraging management of these portfolio companies to take 
advantage of the absurd valuation disconnect and return capital to shareholders via share repurchases, in order 
to increase the NAV per share.  
 
The portfolio also includes selected opportunities in certain commodities companies and “misunderstood Rand 
Hedges” where quality companies with substantial non-ZAR earnings streams are not widely understood as 
being typical Rand Hedges. The addition of these provide diversifying return potential largely uncorrelated to SA 
macro risks and are individually all very attractive opportunities 
 
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) 
 


