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Fund Information
Ticker

ISIN

Portfolio Manager

ASISA Fund Classification

Risk Profile

Benchmark

Fund Size

Portfolio Launch Date*

Fee Class Launch Date*

Minimum Lump Sum Investment

Minimum Monthly Investment

Income Declaration Date

Income Payment Date

Portfolio Valuation Time

Transaction Cut Off Time

Daily Price Information

Repurchase Period

MEHA1

ZAE000172771

Ray Shapiro & Sam Houlie

South African - Equity - General

Aggressive

Peer Group Average of the General Equity Sector

R 182 423 854

2012/12/07

2012/12/07

R 10 000

R 500

June & December

1st business day of July & January

15:00

15:00

Local media

2-3 business days

Fund Strategy

The fund employs a ‘dividend growth plus yield' strategy and targets total returns. Long term views 
are taken on investments. The fund seeks to hold lucrative investments for extended periods in 
order to capture the benefit of compounding.

The strategy seeks to invest in quality businesses exhibiting the following attributes:

�
�
�
�
�
�
�

Sustainable real growth in future expected earnings and dividends
A track record of predictable cash flow and healthy profit and dividend growth
High prospective returns on capital with conservative use of gearing
Robust business model, customer value offering and competitive strengths
Management who display integrity, stewardship and continuous improvement
Forward dividend yield greater than the market average
Price which offers attractive absolute value, at a conservative margin of safety

The fund’s investment universe includes equity and property securities, preference shares, assets 
in liquid form as well as participatory interests in collective investment schemes registered in the
Republic of South Africa. The fund may invest in listed and unlisted financial instruments, in 
accordance with the provisions of the Act and Regulations, as well as in offshore investments as 
permitted by legislation.

Fund Objective

The portfolio follows a total return approach, with a significant portion of returns coming in 
the form of dividends.

Fees (Incl. VAT)                                                             A1-Class (%)

Maximum Initial Advice Fee

Maximum Annual Advice Fee

Manager Annual Fee

Total Expense Ratio

Transaction Cost

Total Investment Charges

Performance Fee

TER Measurement Period

3.42

—

0.95

1.06

0.07

1.13

—

01 July 2014 - 30 June 2017

Total Expense Ratio (TER) is the percentage value of the Financial Product that was incurred as 
expenses relating to the administration of the Financial Product. A higher TER does not necessarily 
imply a poor return, nor does a low TER imply a good return. The current TER may not necessarily be 
an accurate indication of future TER’s. 

Transaction Cost (TC) is the percentage value of the Financial Product that was incurred as costs 
relating to the buying and selling of the assets underlying the Financial Product. Transaction Costs
are a necessary cost in administering the Financial Product and impacts Financial Product returns. It 
should not be considered in isolation as returns may be impacted by many other factors over time 
including market returns, the type of Financial Product, the investment decisions of the investment 
manager and the TER.

Total Investment Charges (TER + TC) is the total percentage value of the Financial Product that was
incurred as costs relating to the investment of the Financial Product.

*The Counterpoint Sanlam Collective Investments Dividend Equity Fund transitioned to Sanlam 
Collective Investments (RF) (Pty) Ltd on 2 December 2017.

Highest and Lowest Annual Returns

Time Period: Since Inception to 2017/12/31

Highest Annual %

Lowest Annual %

14.54

4.64

2017/12/31

2017/12/01

2017/06/30

2016/12/31

0.65 cpu

1.38 cpu

2.15 cpu

1.74 cpu

2016/06/30

2016/04/30

0.96 cpu

1.65 cpu

Risk Statistics (3 Year Rolling)

Standard Deviation

Sharpe Ratio

Information Ratio

Maximum Drawdown

7.00

-0.14

0.53

-6.04

Distribution History (Cents Per Unit)

Cumulative Performance (%)

Fund Benchmark

1 Year

3 Years

5 Years

Since Inception

11.24 10.46

18.66 9.70

55.14 50.71

58.67 56.95

Annualised Performance (%)

Fund Benchmark

1 Year

3 Years

5 Years

Since Inception

11.24 10.46

5.87 3.13

9.18 8.55

9.23 9.00

Firstrand Limited

Jse Limited

Spar Group

British American Tobacco Plc

Woolworths Holdings Limited

Hudaco Industries Ltd

Storage Property Reit Ltd

Santam Ltd Common Stock Npv

Octodec

Coronation Fund Managers

7.09

4.51

4.34

4.10

3.64

3.54

3.22

2.83

2.79

2.71

Top Ten Holdings                                                                          (%)

MDD Issue Date: 2018/03/23

Asset Allocation

Portfolio Date: 2017/12/31

%

SA Equity 60.74

Non-SA Equity 20.48

SA Cash & FRN's** 6.13

Non-SA Cash 0.81

Non-SA Property 1.93

SA Property 9.92

Total 100.00
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Risk Profile

You can afford to take on a higher level of risk (i.e., have a greater exposure to equities) 
because of your investment time horizon and/or your appetite for risk. You know that in 
taking the risk, you need to be patient if you want to achieve the results. So you are willing 
to invest for the long-term and are prepared to tolerate some volatility in the short term, in 
anticipation of the higher returns you expect to receive in five years or beyond.

Glossary Terms

Annualised Returns
Annualised return is the weighted average compound growth rate over the period 
measured.

Asset Allocation
Asset allocation is the percentage holding in different asset classes (i.e. equities, bonds, 
property, etc.). It is used to determine the level of diversification in a portfolio.

Distributions
The income that is generated from an investment and given to investors through monthly, 
quarterly, bi-annual or annual distribution pay-outs.

Derivatives
Derivatives are instruments generally used as an instrument to protect against risk (capital 
losses), but can also be used for speculative purposes. Examples are futures, options and 
swaps.

Liquidity
The ability to easily turn assets or investments into cash.

Information Ratio
The Information Ratio measures the market risk-adjusted performance of an investment or 
portfolio. The greater a portfolio's Information Ratio, the better its risk-adjusted 
performance has been compared to the market in general.

LISP (Linked Investment Service Provider)
A Linked Investment Service Provider is a financial institution which packages, distributes 
and administers a broad range of unit trust based investments. Any investment made 
through these products gives an investor a single point of entry into a selection of different 
investments.

Maximum Drawdown
The maximum drawdown measures the highest peak to trough loss experienced by the 
fund.

Money Market Instruments
A money market instrument is a low risk, highly liquid, short-term (one year or less) debt 
instrument, issued by financial institutions or governments, that tend to have lower returns 
than high-risk investments.

Participatory Interests
When you buy a unit trust, your money is pooled with that of many other investors. The 
total value of the pool of invested money in a unit trust fund is split into equal portions 
called participatory interests or units. When you invest your money in a unit trust, you buy 
a portion of the participatory interests in the total unit trust portfolio. Participatory interests 
are therefore the number of units that you have in a particular unit trust portfolio.

Regulation 28
Regulation 28 of the Pension Funds Act sets out prudent investment limits on certain 
asset classes in investment funds. It applies specifically to investments in Retirement 
Annuities and Preservation Funds. The allowed maximum exposures to certain asset 
classes is: 75% for equities, 25% for property, 25% for foreign (offshore) assets and 5% 
African assets.

Risk-adjusted returns
Risk-adjusted return refines an investment's return by measuring how much risk is 
involved in producing that return, which is generally expressed as a number or rating.

Sharpe Ratio
The Sharpe Ratio measures total risk-adjusted performance of an investment or portfolio. 
It measures the amount of risk associated with the returns generated by the portfolio and 
indicates whether a portfolio’s returns are due to excessive risk or not. The greater a 
portfolio’s Sharpe ratio, the better its risk-adjusted performance has been (i.e. a higher 
return with a contained risk profile, where the portfolio manager is not taking excessive 
risk to achieve those returns).

Standard Deviation
Standard deviation (also called monthly volatility) is a measure of how much returns on an 
investment change from month to month. It is typically used by investors to gauge the 
volatility expected of an investment.

Additional Information

All reasonable steps have been taken to ensure the information on this MDD is accurate. 
The information to follow does not constitute financial advice as contemplated in terms of 
the Financial Advisory and Intermediary Services Act. Use or rely on this information at your 
own risk. Independent professional financial advice should always be sought before making 
an investment decision. The Sanlam Group is a full member of the Association for Savings 
and Investment SA. Collective investment schemes are generally medium- to long-term 
investments. Please note that past performances are not necessarily a guide to future 
performances, and that the value of investments / units / unit trusts may go down as well as 
up. A schedule of fees and charges and maximum commissions is available from the 
Manager, Sanlam Collective Investments (RF) Pty Ltd, a registered and approved Manager 
in Collective Investment Schemes in Securities. Additional information of the proposed 
investment, including brochures, application forms and annual or quarterly reports, can be 
obtained from the Manager, free of charge. Collective investments are traded at ruling 
prices and can engage in borrowing and scrip lending. Collective investments are 
calculated on a net asset value basis, which is the total market value of all assets in the 
portfolio including any income accruals and less any deductible expenses such as audit 
fees, brokerage and service fees. Actual investment performance of the portfolio and the 
investor will differ depending on the initial fees applicable, the actual investment date, and 
the date of reinvestment of income as well as dividend withholding tax. Forward pricing is 
used. The Manager does not provide any guarantee either with respect to the capital or the 
return of a portfolio. The performance of the portfolio depends on the underlying assets and 
variable market factors. Performance is based on NAV to NAV calculations with income 
reinvestments done on the ex-div date. Lump sum investment performances are quoted. 
The portfolio may invest in participatory interests of other unit trust portfolios. These 
underlying funds levy their own fees, and may result in a higher fee structure for our 
portfolio. All the portfolio options presented are approved collective investment schemes in 
terms of Collective Investment Schemes Control Act, No 45 of 2002 (“CISCA”). The 
Manager may borrow up to 10% the market value of the portfolio to bridge insufficient 
liquidity. The fund may from time to time invest in foreign instruments which could be 
accompanied by additional risks as well as potential limitations on the availability of market 
information. Investments in foreign instruments are also subject to fluctuations in exchange 
rates which may cause the value of the fund to go up or down. The fund may invest in 
financial instruments (derivatives) for efficient portfolio management purposes. The 
Manager has the right to close any portfolios to new investors to manage them more 
efficiently in accordance with their mandates. Management of the portfolio is outsourced to 
Counterpoint Botique (Pty) Ltd, (FSP) Licence No. 44508, an Authorised Financial Services 
Provider under the Financial Advisory and Intermediary Services Act, 2002. Sanlam 
Collective Investments (RF) (Pty) Ltd retains full legal responsibility for the co-named 
portfolio. Standard Bank of South Africa Ltd is the appointed trustee of the Sanlam 
Collective Investments scheme. Sources of Performance and Risk Data: Morningstar 
Direct, INET BFA and Bloomberg. The risk free asset assumed for the calculation of Sharpe 
ratios: STEFI Composite Index. The highest and lowest 12-month returns are based on a 
calendar year period over 10 years or since inception where the performance history does 
not exist for 10 years. Obtain a personalised cost estimate before investing by visiting 
www.sanlamunittrustsmdd.co.za and using our Effective Annual Cost (EAC) calculator. 
Alternatively, contact us at 0860 100 266.

Investment Manager Information
Counterpoint Botique (Pty) Ltd
(FSP) License No. 44508
Physical Address: Ground Floor, Slade House, Boundary Terraces, 1 Mariendahl Lane, 
Newlands, Cape Town
Postal Address: PO Box 5291, Tygervalley, 7530
Tel: +27 (21) 943 4480
Email: meganj@cpam.co.za
Website: www.cpam.co.za

Manager Information
Sanlam Collective Investments (RF) (Pty) Ltd
Physical Address: 2 Strand Road, Bellville, 7530
Postal Address: P.O. Box 30, Sanlamhof, Bellville, 7532
Tel: +27 (21) 916 1800
Email: service@sanlaminvestments.com
Website: www.sanlamunittrusts.co.za

Trustee Information
Standard Bank of South Africa Ltd
Tel: +27 (21) 441 4100
Email: compliance-sanlam@standardbank.co.za
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Portfolio Manager Comment

Market overview
The third quarter’s theme continued into the fourth quarter of 2017 as equites continued 
their broad uptrend. However, this seemed to be more fundamentally driven with the rate 
of earnings growth being consistently upgraded. This was on the back of a global economy 
that enjoyed the prospect of a more synchronised upswing. Given the extraordinary low 
yields, global bonds surprisingly bucked this theme as yields came in again for a fourth 
consecutive quarter which resulted in a modest positive total return for this asset class 
over the period under review.

For the quarter, the major asset classes produced somewhat diverse returns, with 
emerging market equities leading the way. The MSCI World Index rose by 5.6%, compared 
to the MSCI Emerging Market Index which produced an 7.5% return over the quarter. The 
US$ declined marginally over the quarter by -0.5%. Therefore, the currency effect on the 
performance difference between the returns was marginal. Global property, as measured 
by the iShares Developed Market Property Yield ETF which tracks the FTSE EPRA / 
NAREIT Developed Index, increased over the quarter by 2.9%. All returns quoted are in 
US$.

The most significant market moving event was the US joint houses passing the new tax 
legislation which was signed into law in late December. However, much of this, if not all of 
the new tax act has arguably been fully discounted by the various markets.

This then brings the crucial issue of the long end of the yield curves into play. Simply put, 
yield curves tell us much about what is expected with respect to real growth and 
importantly, inflationary expectations. It is our belief that reasonable inflation expectations 
are being priced in but the key puzzle remains how low the real yield components are. This 
implies that real growth is not being commensurately discounted by bond markets around 
the world.

On the domestic front, in terms of performance for the various fixed interest asset classes 
over the quarter, bonds as measured by the All Bond Index led the pack returning 2.2% 
while inflation-linked bonds as measured by the JSE CILI Index produced 1.4%. Cash, as 
measured by the STEFI index, returned 1.8%. The JSE preference share index and listed 
property returned -5.7% and 4.2% respectively over the quarter.

The All Share Index rose by 7.4% over the quarter while the Weighted All Share Index 
(SWIX) returned 9.6%.

In South Africa, the quarter was dominated by the outcome of the ruling party’s December 
conference. The choice of candidates was between what the market perceived to be a 
more market friendly Mr Ramaphosa, and a more populist Ms. Dlamini-Zuma. Our thinking 
as communicated well before the outcome of the election, was that the result would have 
very binary outcomes for markets, and this proved to be the case. The contest was a neck-
and-neck affair, with Mr. Ramaphosa prevailing narrowly at the end. The reaction of the 
currency, bond and equity markets was swift, even over-reactive. The South African 10y 
government bond fell by over 60 basis points to 8.6% in two days, whereas the currency 
strengthened by over 8% into year end. The volatility of the ZAR once again came to the 
fore, with the trading range against the US dollar ranging between 12.27 and 14.47 over 
the quarter.

The extent to which the political outcome was welcomed by the markets can be gauged by 
the returns for the various South African indices. A comparison of the year-to date figures 
for end-November and end-December bears this out. They are respectively: JSE All Bond 
index (6.9% and 10.2%), Inflation-linked CILI index (-1.96% vs. 2.8%), JSE Listed property 
index (12.4% and 17.2%), JSE Financial Index (13.3% and 24.4%) and cash (6.9% versus 
7.5%). Returns for these asset classes were thus back-loaded in the last two weeks of the 
year, after the political outcome was known.

However, a cold step back from market action reveals that the problems facing the country 
and especially the fiscus abounds. Persistently weak local GDP growth combined with the 
debt trajectory which continues to grind up inexorably towards 60% of GDP. In particular, 
the country must work out how to pay for the free tertiary education that is being proposed. 
Higher taxes are almost certainly on the cards, and this should have a dampening 
pressure on much-needed economic growth. One suspects that a lot of political horse-
trading is going on behind the scenes; the new president of the ANC is not going to have 
everything his way. Then there is still the question of doggedly maintaining Moody’s 
investment grade rating, the only buffer keeping the country in the investment grade 
indices. There is also the question of a higher inflation trajectory facing the country this 
year compared to last. All-in-all, this bodes difficulties for the SA bond market in the year 
ahead; we expect continued pressure on yields as the year progresses.

Due to the uncertainty of the absolute level and shape of the yield curves of the major 
developed countries over the next 12 months, it makes the argument for some caution. 
The probability is therefore relatively high that equities, as an asset class, is likely to drift 
into a type of limbo mode – not enough positive macro drivers (lower long bond yields & 
robust earnings growth) to further propel the markets to even higher levels but on the other 
hand, conditions for a general bear market are not obvious as lower bond yields will 
continue to provide an underpin, particularly to the bond-like type of equities. Solid 
earnings growth has recently been an underpin to the equity markets. While the rate of 
growth is expected to slow down this should also provide general support for the market 
going forward and is the likely driving force behind the equity “melt-up” that has taken 
place.

Portfolio overview

The Dividend Equity Fund (formerly the High Yield Equity Fund) follows a long-term 
objective based approach. The fund’s primary objective is for total investment returns to 
exceed SA Inflation + 6% per annum, over the long run (7yrs and longer). Parallel and 
contributing objectives are for the fund to provide an income yield (after dividend 
withholding taxes) greater than the FTSE/JSE All Share Index (ALSI); to grow distributions 
ahead of SA inflation; and to achieve its objectives at a lower level of risk* than the ALSI.

The fund employs a ‘dividend growth plus yield' strategy and targets total returns. Long 
term views are taken on investments. The fund seeks to hold lucrative investments for 
extended periods to capture the benefit of compounding.

The strategy seeks to invest in quality businesses exhibiting the following attributes:

�
�
�
�
�
�
�

Sustainable real growth in future expected earnings and dividends
A track record of predictable cash flow and healthy profit and dividend growth
High prospective returns on capital with conservative use of gearing
Robust business model, customer value offering and competitive strengths
Management who display integrity, stewardship and continuous improvement
Forward dividend yield greater than the ALSI
Price which offers attractive absolute value, at a conservative margin of safety

Given the emphasis on predictable dividend growth the fund is unlikely to hold a significant 
weighting in Resource shares due to the highly unpredictable nature of future earnings 
and dividend growth in these businesses. Additionally, due to its yield objective the fund is 
unlikely to hold significant positions in low yielding stocks.

The fund is mandated to invest up to 25% of the portfolio in offshore investments plus a 
maximum of 5% in Africa (excluding South Africa) investments. A minimum of 80% of the 
market value of the fund must be invested in equities.

*risk as measured by standard deviation over a 3-year rolling period

The Fund generated a 5.9% return for the quarter. Domestic assets contributed 6.6% to 
the return while offshore assets detracted slightly due to a strengthening of the Rand. Key 
domestic contributors included FirstRand, up 32.7%; Imperial, rising 37.1%; and Spar, up 
24.4% for the quarter. Contributing detractors included AB Inbev, down 13.1%; and 
Octodec, which lost 12.8% over the period.

The fund’s offshore exposure stood at 23.5% at quarter end. Offshore securities fell 0.8% 
in Rand but rose 6.8% in US$ over the period. Key contributors in the offshore portion 
were L Brands, rising 46.5%; Deere & Co., gaining 25.1%% and Wal-Mart, gaining 27% in 
US$. Contributing detractors included Unilever, down 11.8%; and General Electric, which 
lost 33.3% in US$ over the quarter.
The fund has a 12.2% allocation to attractive yielding listed property stocks (local and 
offshore) which produced a negative 1.2% return for the quarter. To add some further yield 
into the portfolio preference shares are held amounting to 3.6% of the total portfolio. The 
yield on these instruments is on average greater than 10%. We view this as attractive 
given specific future value unlock catalysts we have identified.

The average historic dividend yield of all the securities in the fund is 4.2%, with the 
prospective 12-month forward yield expected at 4.5%. Note that this is a gross yield which 
does not include local and offshore withholding taxes as well as management and admin 
fees.

We expect the fund to grow distributions ahead of SA inflation for the forthcoming 12 
months, in line with its objective.

Portfolio positioning
In summary, our core style of investing predominantly in “quality” shares helped us 
produce a return in line with our objective for the quarter. This style will remain in place 
with its emphasis on earnings, and in particular dividend visibility.

Looking forward we are seeing value in various areas, especially South African listed Mid 
and Small cap shares, and have been deploying cash in a disciplined fashion. We also 
see select potential opportunities offshore, underpinned by stronger global GDP and 
manufacturing growth. Our current cash position sits at 7.1% (local and offshore 
combined). Given the myriad macroeconomic and political risks facing South Africa (and 
the world) we will be measured in the deployment of this cash, demanding a significant 
margin of safety in the purchase price of any investment.

Portfolio Managers
Ray Shapiro
B.Bus.Sc (Finance), PGDA, CA(SA), CFA

Sam Houlie
CA(SA) & CFA
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