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What is your current outlook?  
 
For the first time in ten years we believe there is better value in international equity markets than in South 
Africa.  Over the last two years foreigners have bought R100 billion worth of SA equities; this has pushed 
our market very high. South Africa currently trades on a similar PE to the US and Europe and only at a
modest discount to Japan.  We believe there is too much speculative money in South Africa and we need to
be cautious now. Investors should expect much lower returns from the SA equity market over the next ten
years. Our view is that international equity markets will deliver better returns than the domestic market.  
 
How have you positioned your portfolio? 
 
We are fully invested offshore (20% of total assets). On the domestic front, we have no exposure to retailers
as this sector is too expensive. We do not hold banks as we believe that rand hedges offer better value. We
favour rand hedges that have lagged the market and are trading at relatively low PEs. The fund has a 
weighting in Steinhoff, Anglo American, Sasol and Sappi. The criteria we use for holding
domestic-oriented shares are that they must have a very high dividend yield and be defensive. We have 
exposure to Vodacom, AVI and Oceana Fishing. These companies offer dividend yields of 4% to 6%.  
 
What exposure do you have to gold? 
 
The fund has a weighting in gold of around 14%. We started building our position in gold a year ago. The
US Federal Reserve’s massive stimulus programmes have resulted in trillions of dollars being pumped into
the US economy. The effect this is having on the value of currencies is of great concern.  We support the 
view that gold is in a long-term bull market because investors regard gold as an important store of value. 
While we are bullish on the dollar gold price we are even more positive about the rand gold price. Our view 
is that the rand is overpriced against the dollar.  The fund’s gold exposure is mainly in SA gold producers. 
These counters are very out of favour with the investment community. We believe the problems in the
mining industry are more than fully discounted in the share prices of mining companies. Valuations are low 
and these shares should benefit materially from a rising rand gold price.  
 
What are your favourite stock picks in the international market?  
 
We are finding attractive stocks in the US, Europe, Japan and Israel. In the US we have exposure to 
Hewlett Packard, which is a global IT company with a strong brand and fantastic products. Hewlett 
Packard’s share price has halved over the last eight years and its PE is only 10, whereas the South African 
market’s PE is 16.   In Japan, we have bought Toyota at book value.  The fund also has a weighting in US
food retailer, SuperValu. The company’s earnings have halved over the last three years because of food 
deflation and the US recession.  For those low earnings, you pay seven times earnings.  This food retailer is 
much more attractive than SA food retailers.  When you buy a share that is as cheap as SuperValu, you 
need just a little bit of good news to earn attractive returns.  
 
 
 
*As at 31 December 2010, Morningstar, NAV to NAV basis, gross income reinvested. 
 
 

Collective Investment Schemes in Securities (CIS) are generally medium- to long-term investments. The value of participatory interests 
may go down as well as up and past performance is not necessarily a guide to the future. CIS are traded at ruling prices and can
engage in borrowing and scrip lending. A schedule of fees and charges and maximum commissions is available on request from the 
company/scheme. Commission and incentives may be paid and if so, would be included in the overall costs. Forward pricing is used.
 All information and opinions provided are of a general nature and are not intended to address the circumstances of any particular 
individual or entity. We are not acting and do not purport to act in any way as an adviser or in a fiduciary capacity. No one should act
upon such information or opinion without appropriate professional advice after a thorough examination of a particular situation. We 
endeavour to provide accurate and timely information but we make no representation or warranty, express or implied, with respect to 
the correctness, accuracy or completeness of the information and opinions. We do not undertake to update, modify or amend the 
information on a frequent basis or to advise any person if such information subsequently becomes inaccurate. Any representation or 
opinion is provided for information purposes only. 
  
 Investec Fund Managers SA Ltd is a member of the Association for Savings & Investment SA.  

 


