
Investment objec�ve (summary of investment policy)

The PSG Equity Fund's objec�ve is to offer investors long term capital 

growth without assuming a greater risk, and earn a higher rate of 

return than that of the South African Equity Market as presented by 

the FTSE/JSE All Share Index (including income). The investment 

policy provides for investment in a mix of securi�es and assets in 

liquid form and can include listed and unlisted financial instruments 

(deriva�ves).

Who should consider inves�ng?

Risk/reward profile

Fund specific risks: The fund sits at the top end of the risk/reward 

spectrum and investors should be comfortable with fluctua�ons in 

shares on stock markets and be prepared to accept the risk of capital 

loss. The por�olio is concentrated in local and foreign equi�es and 

therefore more vola�le and exposed to market and currency risks. 

Property shares may be included in the por�olio and can carry the 

same risk as inves�ng directly in real estate which is subject to 

economic and poli�cal condi�ons, interest rates and tax 

considera�ons. Inves�ng in foreign securi�es may be subject to risks 

pertaining to overseas jurisdic�ons and markets, including (but not 

limited to) local liquidity, macroeconomic, poli�cal, tax, se�lement 

risks and currency fluctua�ons. Changes in the rela�ve values of 

different currencies may adversely affect the value of investments 

and any related income.

This fund is suitable for investors who:

•  want an equityfocused por�olio that should produce high real 

returns above infla�on and capital apprecia�on over the long term

•  are comfortable with significant stock market fluctua�ons

•  are willing to accept poten�al capital loss

•  have a longterm investment horizon of seven years and longer

To invest

Yeartodate (YTD) performance (%)

YTD

(Cumula�ve)

Return 5.99

This class is only available on investment pla�orms. 

Speak to your financial adviser, visit www.psg.co.za or visit your pla�orm of choice. 

Cutoff �me for daily transac�ons are determined by investment pla�orms. 

Fund details

Incep�on Date

Fund manager

Fund size (ZAR)

Latest Distribu�on (cpu)

Biannual distribu�on

ASISA sector

Benchmark

Minimum Investment

Regula�on 28 Compliant

3 September 2013

Shaun le Roux and Gustav Schulenburg

R 4 246 254 276

17.63c ; 0.00c

31 Aug 19 ; 28 Feb 19

South African  Equity  General

FTSE/JSE All Share Total Return Index

As per the pla�orm minimum

No

As of Date: 12/31/2019

Old Mutual Ltd

Discovery Ltd 

AECI Ltd

Glencore plc

Japan Post Insurance Co Ltd

Nedbank Group Ltd

Imperial Logis�cs Ltd

Super Group Ltd

Pruden�al plc 

JSE Ltd
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Annualised returns % (a�er fees)

Rolling returns (%)

This chart shows you how the performance can vary over �me. It is an indica�on of the

distribu�on of historical rolling returns from the por�olio over each rolling 12month 

period.
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Cumula�ve longterm performance

Time Period: 9/03/2013 to 12/31/2019

2015 2017 2019
R 100 000

R 150 000

R 200 000

PSG Equity E 139 774.3 FTSE/JSE All Share Total Return Index (Benchmark) ZAR 161 939.3

Value of no�onal R100,000 invested on 9/03/2013 with all distribu�ons reinvested on reinvestment date a�er 

fees. Investment performance is for illustra�ve purposes only. The PSG Equity Fund is a longterm fund. The E class 

is s�ll rela�vely new. For a true reflec�on of the fund’s longterm performance, please refer to its A class.

Asset alloca�on/investment exposure

%

Domes�c equity 69.2

Domes�c cash 0.2

Foreign equity 27.9

Foreign property 2.6

Foreign cash 0.1

Total 100.0

There may be slight differences in the totals due to rounding.

Top ten equity holdings (%) 

PSG Equity Fund Class E
31 December 2019

Management Company:

PSG Collec�ve Investments (RF) Ltd.

Address: 1st Floor, Alphen Office Park,

Constan�a Main Road, Constan�a, 7806

Website: www.psg.co.za/assetmanagement

Tollfree: 0800 600 168



PSG Equity Fund 
Quarterly portfolio commentary as at 31 December 2019 

 by Shaun le Roux and Gustav Schulenburg 
 

 

Value-style investing, while proven in the long term, faced ongoing headwinds over the past year. 2019 saw momentum-driven markets in which a few 
selected stocks drove outperformance, and our funds did not reward our investors as we would have liked. Local equity index performance of 12% 
masked the reality of a very narrow market in which a few stocks dominated returns, with more than half of that return coming from the resource 
sector, and from a few shares only. Given our low exposure to popular areas which we consider overvalued, and resources in particular, our returns 
for 2019 were disappointing on both an absolute and relative basis. The good news, as we outline below, is that the future looks bright. 
 
2019 in review 
Fund performance was primarily driven by the disappointing returns from local and foreign equities. Asset allocation and fixed income selection 
added value, but could not offset the effects of equity selection.  
 
Notable detractors over the period were Tongaat, Sun International, Discovery, Super Group and Stefanutti, while strong performances from AECI, 
AB Inbev, Quilter and Raubex added to portfolio performance. 
 
Our equity positions are inherently diversified. Many of the factors impacting underperforming equities occurred in the same year, but had very little 
else in common. In particular, foreign equities usually act as a diversifier to local equities (often through the currency), but this wasn’t apparent this 
time. The year was equally remarkable in terms of what we didn’t own and therein lies a large part of the reason for the performance of the funds. 
Large rand hedges (British American Tobacco, Richemont, Naspers) staged a comeback after a difficult 2018. Resources rallied strongly, particularly 
Diversified Bulk Miners and Platinum Group Metal Miners. US large cap equities in favoured sectors such as technology, or those with popular and 
(in our view) overpriced attributes such as perceived higher quality, momentum or lower volatility, went to stratospheric heights. Our clients have 
done very well out of some of the big winners of 2019 (such as Amplats) but, with the benefit of hindsight, we sold too early in favour of what we 
perceived to be better opportunities. 
  
We believe some important questions should be asked whenever an investment process results in a poor set of numbers in any year.  
 
Firstly, is the process being applied consistently?   
• We are committed to applying the process and philosophy that served our clients well in the past in a thorough, interrogative manner. Active 

managers make mistakes from time to time and the investment environment will play a part in influencing the outcome of a focused process in 
the shorter term. At such a time, it is tempting to toe the line and reposition the portfolios in line with everyone else’s views. However, not 
diversifying away the characteristic of being out of favour was and continues to be a deliberate action on our part. Low expectations in investing 
can be a wonderful thing.  
 

Secondly, did anything go right?   
• The combination of unfortunate events in 2019 hides what went well: stocks like AECI, AB Inbev, Quilter and Raubex added to performance. Our 

process also kept us away from stocks such as Sasol and the property sector. While this provides cold comfort given the year’s numbers, these 
examples serve as evidence that our process is relevant and works.  

 
What is it that we think our portfolios have to offer investors now – why should they invest now?  
• One very notable factor common to the vast majority of our holdings is that they are to some degree unloved or ignored by the market, and 

(relative to our assessment of their true potential), priced as such. This was the most significant single common factor this year - stocks of 
companies out of favour got even cheaper and the current market darlings were priced for even more glamour. It was the Great Mean-Aversion 
trade of 2019. We considered several plausible explanations for the cause of this unprecedented market behaviour (which reached a fever pitch 
in August last year), such as the growing impact of passive and quantitative factor-based investing. In the end we don’t know exactly what caused 
this phenomenon or whether it will happen again, but we do suspect that the underlying value of the companies affected negatively by this 
changed very little this year. This means that they continue to offer long-term value to an extent that we have not seen for over a decade. 

 
What we believe lies ahead 
If our process works (which the long-term evidence strongly suggests it does) then the funds are poised for substantial outperformance ahead. 
Valuation of shares in companies exposed to the South African economy that are held in the funds are some of the most compelling we’ve seen in 
our careers. Valuations are low, earnings are subdued, and expectations embedded in the price are reflecting extreme pessimism (again, usually a 
powerful indicator of subsequent outperformance). Importantly, the shares are not pricing in any good news, which means the investment case is 
not dependent on a large cyclical economic recovery in SA, although they would stand to benefit materially should any sign of improving confidence 
appear. In many cases the shares we own derive a significant proportion of their earnings from outside of South Africa, but have been ascribed an SA 
Inc valuation. 

 

It is vital that investors and advisers understand the nature of our investment process and how it affects the current and likely performance of our 
funds 
• The investment philosophy driving our decisions seeks to ensure the odds are in our favour in an uncertain world by buying low and selling high 

and is not swayed by comfort of popular opinion. 
• Our emphasis on differentiated, superior long-term returns often leads to our funds looking very different to indices and large peer funds. This 

means that in certain periods, our return profile will also look different (as is currently the case). We encourage our clients to evaluate us on an 
appropriate long-term horizon and with the knowledge that there will be times when we lag the market over short time periods in order to 
deliver the outperformance in the good years.  

• As valuation-sensitive investors, we can be early in our positioning in order to fully build up the optimal exposures at attractive prices. This has 
been the case until now. The hard work has been done and we await the rewards.   

• Our portfolios provide welcome and necessary diversification compared to other managers, which is a valuable quality over time. Every strategy 
will have periods of superior and lagging performance and the best way to harness the upswings of each strategy is to be there throughout the 



cycle in combination with other funds with different approaches.  Trading in and out of strategies is fraught with the risk of buying late and 
locking in losses.  

• The long-term track record of the funds prior to 2019 give us and our clients confidence that our process works and has delivered very 
satisfactory outcomes over time. 

• It is natural to feel uncomfortable in times of short-term underperformance such as we are experiencing now. We take our role in reducing the 
risk of client capitulation and reducing exposure at exactly the wrong time very seriously. 

 
While we cannot confidently predict timing, we are optimistic about the funds’ return potential from here. History suggests the best returns are 
made when investing in times of temporary discomfort. Behaviourally this is difficult, but the rewards can be very compelling. 

 

Portfolio positioning 
Our clients own good businesses and their share prices are very low.  
 
The fund remains invested offshore to the full extent permitted.  This not only serves to diversify the portfolio, but is a function of the opportunity 
set in unloved parts of global equity markets. 
 
The fund’s stock holdings trade on average at a 36% discount to intrinsic value. Expressed differently, they potentially offer 56% upside to our 
assessment of what the businesses are worth.  This reflects the most compelling opportunity we have seen in more than a decade.   

 

Changes in portfolio positioning 
 

Q3 2019 Q4 2019 
Domestic equity 67.2% Domestic equity 69.2% 
Domestic cash 0.3% Domestic cash 0.2% 
Foreign equity 29.7% Foreign equity 27.9% 
Foreign property 2.6% Foreign property 2.6% 
Foreign cash 0.2% Foreign cash 0.1% 

There may be slight differences in the totals due to rounding. 
 

Number of units as at 31 December 2019 (Class A): 52 573 750 
Price (net asset value per unit) as at 31 December 2019 (Class A): R10.01 
Number of units as at 31 December 2019 (Class E): 104 638 668 
Price (net asset value per unit) as at 31 December 2019 (Class E): R10.06 

 

All data as per Bloomberg as at 31 December 2019
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This is the Minimum Disclosure Document (MDD) for the PSG Equity Fund E.

Fees

A schedule of fees and charges and maximum commissions is available on 

request from PSG Collec�ve Investments (RF) Limited. Commission and 

incen�ves may be paid and, if so, are included in the overall costs. Different 

classes of par�cipatory interest can apply to these por�olios and are subject 

to different fees, charges and possibly dividend withholding tax and will thus 

have differing performances. Adviser fees are nego�ated between the client 

and adviser and is dis�nct from the other fees on this document. 

Performance fee

The fund's rolling 24 month return is compared to the benchmark's rolling 24 

month return daily. Where the fund's return is greater than the benchmark's 

return, a performance fee equal to 20% (excl. VAT) of the outperformance is 

levied. The performance fee is accrued in the unit price daily and collected 

monthly. The performance fee is capped at 2% (excl. vat) on a rolling annual 

basis.

Performance Fee Benchmark:  FTSE/JSE All Share Total Return Index

Base fee                                                                 0.75% (excl. VAT)

Performance fee example at Benchmark        0% (excl. VAT)

Fee hurdle                                                             FTSE/JSE All Share Total Return Index

Sharing ra�o                                                         20% (excl. VAT)

Minimum fee                                                        0.75% (excl. VAT)

Maximum fee                                                       2.75% (excl. VAT)

Total Expense Ra�o (TER) (3 years)                 1.89% (incl.VAT)

Frequently Asked Ques�ons on Performance Fees are available on the website

h�ps://www.psg.co.za/files/assetmanagement/PerformanceFeesFAQs.pdf.

What is a total expense ra�o?

The Total Expense Ra�o (TER) is the annualised percentage of the Fund’s 

average assets under management that has been used to pay the Fund’s 

actual expenses over the past three years. This percentage of the average 

Net Asset Value (NAV) of the por�olio was incurred as charges, levies and 

fees related to the management of the por�olio. A higher TER ra�o does not 

necessarily imply a poor return, nor does a low TER ra�o imply a good 

return. The current TER cannot be regarded as an indica�on of future TERs. 

Part of the Annual Management Fee is payable to the financial intermediary. 

The sum of the TER and transac�on costs is shown as the Total Investment 

Charge. Since Fund returns are quoted a�er the deduc�on of these 

expenses, the TER and transac�on costs should not be deducted again from 

published returns.

Total investment charge

Total Expense Ra�o % (incl. VAT) 1.89

Annual Management Fee % (incl. VAT)

Other costs excluding transac�on costs % (incl. VAT)

Transac�on costs % (incl. VAT)

Performance Fee (incl. VAT)

0.86

0.03

0.26

1.00*

Transac�on costs

Transac�on costs are shown separately and are a necessary cost in administering the 

Financial Product and impacts Financial Product returns.

Transac�on costs should not be considered in isola�on as return may be impacted by 

many other factors over �me including market returns, the type of Financial Product, 

the investment decisions of the investment manager and the TER.

Total investment charge

*The Performance Fee of 20% (excl. VAT) of the outperformance of Benchmark.

Total Investment Charge annualised for the period 1/1/2019 to 31/12/2019

Total Expense Ra�o (incl. VAT) 0.89

Annual Management Fee % (incl. VAT)

Other costs excl. transac�on costs % (incl. VAT)

Transac�on Costs % (incl. VAT)

0.86

0.03

0.18

Total Investment Charge % (incl. VAT) 1.07

Total Investment Charge % (incl. VAT) 2.15

Total Investment Charge annualised for the period 1/1/2017 to 31/12/2019

Disclaimer

Collec�ve Investment Schemes in Securi�es (CIS) are generally medium to longterm 

investments. The value of par�cipatory interests (units) or the investment may go down as well 

as up and past performance is not a guide to future performance. Fluctua�ons or movements 

in the exchange rates may cause the value of underlying interna�onal investments to go up or 

down. CIS are traded at ruling prices and can engage in borrowing and scrip lending. The 

por�olio may borrow up to 10% of its market value to bridge insufficient liquidity. Where 

foreign securi�es are included in a por�olio, the por�olio is exposed to risks such as poten�al 

constraints on liquidity and the repatria�on of funds, macroeconomic, poli�cal, foreign 

exchange, tax, se�lement and poten�al limita�ons on the availability of market informa�on. 

The por�olios may be capped at any �me in order for them to be managed in accordance with 

their mandate. Excessive withdrawals from the por�olio may place the por�olio under liquidity 

pressures and in such circumstances a process of ringfencing of withdrawal instruc�ons and 

managed payouts over �me may be followed. PSG Collec�ve Investments (RF) Limited does not 

provide any guarantee either with respect to the capital or the return of the por�olio. Due to 

rounding, numbers presented throughout this document may not add up precisely to the totals 

provided.

Performance

All performance data for a lump sum, net of fees, include income and assumes reinvestment of 

income on a NAV to NAV basis. Annualised performances show longer term performance 

rescaled over a 12 month period. Individual investor performance may differ as a result of ini�al 

fees, the actual investment date, the date of reinvestment and dividend withholding tax. 

Performance is calculated for the por�olio and individual investor performance may differ as a 

result thereof. The por�olio is valued at 15h00 daily. Income distribu�ons are net of any 

applicable taxes. Actual annual figures are available to the investor on request. Prices are 

published daily and available on the website www.psg.co.za/assetmanagement and in the 

daily newspapers. Figures quoted are from Morningstar Inc.

Pricing

Forward pricing is used. Unit trust prices are calculated on a net asset value (NAV) basis, which 

is the market value of all assets in the por�olio including income accruals less permissible 

deduc�ons divided by the number of units in issue.

Company details

PSG Collec�ve Investments (RF) Limited is registered as a CIS Manager with the Financial Sector 

Conduct Authority, and a member of the Associa�on of Savings and Investments South Africa 

(ASISA) through its holdings company PSG Konsult Limited. The management of the por�olio is 

delegated to PSG Asset Management (Pty) Ltd, an authorised Financial Services Provider under 

the Financial Advisory and Intermediary Services Act 2002, FSP no 29524. PSG Asset 

Management (Pty) Ltd and PSG Collec�ve Investments (RF) Limited are subsidiaries of PSG 

Konsult Limited. PSG Collec�ve Investments (RF) Limited can be contacted on +27(21) 799 

8000; (toll free) 0800 600 168, via email assetmanagement@psg.co.za.

Conflict of interest disclosure

The Fund may from �me to �me invest in a por�olio managed by a related party.

PSG Collec�ve Investments (RF) Limited or the fund manager may nego�ate a discount in fees 

charged by the underlying por�olio. All discounts nego�ated are reinvested in the Fund for the 

benefit of the investors. Neither PSG Collec�ve Investments (RF) Limited nor PSG Asset 

Management (Pty) Ltd retains any por�on of such discount for their own accounts. The fund 

manager may use the brokerage services of a related party, PSG Securi�es Ltd.

Trustees

The Standard Bank of South Africa Limited, 

Main Tower, Standard Bank Centre, 

2 Hertzog Boulevard, 

Cape Town

8001

Tel: +27 21 401 2443

Email: CompliancePSG@standardbank.co.za

Addi�onal informa�on

Addi�onal informa�on is available free of charge on the website 

www.psg.co.za/assetmanagement and may include publica�ons, brochures, forms and annual 

reports.
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