
The Rocket Scientist The noticeable aspect of Marais’s 
tenure at the helm of Allan 
Gray South Africa’s investment 
team was that it included the 

period during which Allan Gray posted 
its highest ever outperformance in the 
history of the company, when it beat the 
All Share Index by over 60% in 1999. 
Marais’s no-nonsense approach to invest-
ing is likely a function of the scientific 
and sometimes binary way in which he 
views the world.  Holding an MSc degree 
from Stellenbosch and a PhD in Theoreti-
cal Physics from Cambridge, Marais is a 
scientist-turned-investor.  

His ability to explain often highly com-
plicated investment concepts in a simple, 
common sense manner is indicative too 
of the likely approach he takes to invest-
ing: to focus on a few important factors in 
the investment case of a share as opposed 
to overcomplicating an already complex, 
imperfect and subjective field. 

With now over 20 years’ direct experi-
ence in the asset-management indus-
try, Marais has quite unequivocal views 
of what drives the industry today and 
what his greatest personal learnings are.  
Some of these views are captured in his 
responses below:

What are the most important insights you 
have gleaned into the business of money 
management?

■ It is not easy to do better than the mar-
ket. To really prosper over time, you have to 
do your work and understand the compa-
nies you invest in, but that is not enough. 
You also have to understand why the com-
pany is selling cheaply.

Have you seen a dramatic shift in focus or 
priorities over the course of your asset-
management experience?

■ People still want the same thing – a 
 decent real return without too much vola-
tility. What has changed is much better in-
formation on and analysis of stocks.

How do you feel the business model for 
asset management has changed over 
the last 20 years – and does it need to 
change further?

■ Not much at all. The major di¦erence 
has been a shift away from big life insurers 
towards independent managers driven by 
performance rather than pure sales.

There is much debate around the achiev-
ability of consistent alpha – do you feel 
that alpha generation is still the correct 
measure of the value-add of asset manag-
ers? Do you believe that it should be the 
primary driver of the fee discussion? 

■ While alpha is diªcult to find and 

hard to prove over any period less than 
a decade, it’s the major reason why fund 
managers should exist. Fund management 
is the one area where the average product 
is available for almost nothing – it’s called 
the index.

How should professional asset managers 
be compensated? What constitutes over-
compensation?

■ Fund managers should be paid a much 
lower base and more on long-term (more 
than five years) performance. Ideally, they 
should share both up and downside with 
their clients.

Should investors and sponsors be replac-
ing return targets with risk-adjusted 
return targets in their policy frameworks?

■ No. These targets are very diªcult to 
specify in that the biggest risk for a fund is 
a negative real return and that significant 
risk has to be incurred to get a positive real 
return over time.

What do you believe is the greatest 
source of value creation in asset manage-
ment?

■ Being contrarian.

What do you believe is the greatest 
source of value destruction in asset man-
agement?

■ Overconfidence in your ability to fore-
cast.

What do you believe will be the most sig-
nificant challenges the industry will face 
going forward?

■ Index funds.
■ Lower overall returns.

What are the most important factors that 
shape your investment decision making 
process? – Have these changed over time?

■ Less reliance on big spreadsheets and 
models, more focus on trying to under-
stand in a “back-of envelope” way the in-
vestment reasoning. Understand why the 
seller has sold to you.

What lessons have you learned from 
1987, 1992, 1994, 1998, 2001 and/or 
2008?

■ Cycles go much longer than you ever 
think, but it does not mean they are not 
there. The biggest risk is to lose your 
nerve near the end of an extended cycle.

If you could only make one trade for the 
next 10 years what would it be?

■ Short bonds (especially in Japan).

What do you believe is the right time 
period over which you should be mea-
sured? 

■ 10 years.

How much is that influenced by what you 
believe to be the right holding period for 
an investment?

■ Not at all.

Is long-term investing a realistic ask? Do 
you believe clients will ever accept it in 
its purest form (no interference over the 
time-frame)?

■ Probably not, but you have no choice. 
Trying to trade yourself to riches has never 
worked.

Has anything else changed as a result of 
the crisis?

■ No. Same excesses as before. ■
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Non-executive chairman at Allan Gray 
Simon joined Allan Gray in 1991, became a 
director in 1993, was appointed chief invest-
ment officer in 1998 and became chairman 
of Allan Gray Proprietary Limited in 2001. 
In 2002 Simon relocated to join the London 
based Orbis company. At the end of 2004, 
he established Orbis Australia (which has 
subsequently changed its name to Allan Gray 
Australia) as a domestic Australian equity 
manager in Sydney. 
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