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Performance Period Fund Return
Sector 

Average
Benchmark

1 Year 11.2% 8.3% 12.7%

3 Years (annualised) 8.1% 3.9% 6.9%

5 Years (annualised) 5.7% 3.6% 5.7%

Since Inception (annualised) 8.3% 3.2% 5.6%

Tel: +27 (21) 409 7100

Fax: +27 (21) 425 6560

Email: info@bluealphafunds.com 

11th Floor Convention Tower cnr. Heerengracht Street & Walter Sisulu Avenue Cape Town 8001

PO Box 7601, Roggebaai 8012

www.bluealphafunds.com

BlueAlpha Investment Management (Pty) Ltd Reg. No. 2003/016855/07

Directors: Uys Meyer, Richard Pitt

Apple
UnitedHealth
Accenture
Blackstone
Facebook

Top 5 Domestic Holdings

Asset & Sector Allocation

Cash 12%

Total Net Equity 88%

Basic Materials 10%

Consumer Goods 5%

Consumer Services 14%

Financials 17%

Offshore 21%

Property 5%

Other 9%

Technology 7%

Top 5 Global Holdings

PortfolioManager: Gary Quinn / Kyle Rix
Commentary for the Quarter ended 31 December 2019

Performance
For the quarter, the fund outperformed, returning 4.5% vs. the benchmark’s 3.7% – the benchmark is a composite made up of 25% MSCI All Country
World Index and 75% JSE Swix. On a 12-month basis, the fund returned 11.2% vs. the benchmark’s 12.7%.

Macro
Global markets had a positive quarter, returning 8.6% in USD. The US continues to do well, particularly large branded corporates. The change in global
earnings growth expectations was 2.2% for 2019. Bond yield are still pricing in negative real rates, while equity ratings are neutral to elevated,
specifically in the US. Within equity, there has been a massive divergence between tech & global brands, and other sectors.

In South Africa, government debt levels and the possible loss of our remaining investment grade rating has been fully discounted by fixed income –
which has been going on for three years, so nothing new. Where our government bonds trade, they have already priced in a default. The biggest
surprise has been how strong the rand has been this year. Issues at Eskom have further weighed on investor sentiment. Of course, by far the biggest
impact these issues have had is on the earnings prospects of domestic companies. Despite this, local markets performed well over the quarter, gaining
4.8% in ZAR. The Rand also appreciated over the quarter, gaining 8.1% against the USD. Bond yields have remained flat, ending at 9.0% at end-December
(vs. 9.0% at end-September), and the SARB kept rates flat over the quarter. The market is pricing in at least one more 25bps cut in interest rates over the
next 12 months.

Domestic Equity
Our largest sectoral position is an overweight in Banks. Saying that, when counting only the big four banks (Absa, FirstRand, Nedbank and Standard
Bank) we are neutral. Therefore, the overweight is solely due to our position in Capitec. Underweight positions include Rand Hedge, Rate Sensitives and
Global Cyclicals. The largest contributors to returns were overweight positions in high-quality Domestic Cyclicals and Banks.

Specific domestic stock performers were Anglo American Platinum (+43.2%), Astral Foods (+47.7%) and Capitec (+13.0%). Having no exposure to Impala
Platinum and Sibanye Gold detracted from returns. However, while we have no exposure to the gold sector, the large overweight exposure to Anglo
American Platinum has more than made up for it.

Given domestic weakness, we continue to focus on higher-quality domestic names and expect the next 18 months to prove challenging for local
markets.

Global Equity
The offshore component detracted slightly from returns over the quarter (-0.5% in ZAR) – this was largely due to currency movements. In hard currency
terms, this portion of the portfolio performed well, with specific stock performers including Microsoft (+13.8% in USD) and Amazon (+6.4% in USD).

The global allocation is at the maximum level allowed.

Performance is reported for the A Class, net of fees 
Sector Average: SA Equity General
Benchmark: Composite of SWIX to 31/10/2017; 75% JSE Swix / 25% MSCI All Country World Index from 01/11/2017
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