
When the Red Bull runs dry -  

equity opportunities?  

 

3 March 2011  



When the Red Bull runs dry -  

equity opportunities?  

 

Gavin Wood  

Chief Investment Officer  

 

3 March 2011  



Agenda  

Who is Kagiso ? 

Kagiso  Funds  

Looking back  

Looking forward  

Shares to hold  



1. Who is Kagiso ? 



Firmôs history 

Coronation 
exits, staff 
buy 30%  

Install independent 
admin &   

infrastructure  

First reach 
R10bn  
AuM 

Founded as 
Coronation/ 

Kagiso JV  

Launch 
Protector 

Fund  

Launch 
equity 

unit trust  

Best Smaller 
Group                      

3 fund awards  

Launch 
Islamic 

Equity Fund  

Launch unit 
trust 

manco  



Our clients  

R28 billion in assets from l arge , sophisticated clients  

Mostly segregated mandates for retirement funds  

Advised by:  

Å The top asset consultants (5 th  Quadrant, Riscura , Alexander Forbes)  

Å In -house teams of major multi -managers (e.g. Investment Solutions)  

Regularly interrogated & scrutinised  in detailed due diligences  

Have only recently been marketing to the upper end of retail market  



Who we are  

Gavin Wood  
   

BBusSc, CFA, FFA  
 
CIO & PM   

   
Investment experience: 15 years  
 

 

Abdul Davids  
   

BCom, CFA  
 
Head of Research & PM   
 
Investment experience: 13 years  
 

 
Abdul joined KAM in 
2007. Previously he 
was with Allan Gray  
as an investment 
analyst and portfolio 
manager for 
Botswana and 
Namibian clients.  

Gavin was a founder 
of KAM (2001) and 
has headed up the  
investment team 
since inception. He 
also serves as 
executive director. 
Previously he was an  
investment analyst 
with Coronation Fund 
Managers.  

And a very stable investment team, with:  

 diverse training and backgrounds  

 extensive investment experience  

 proven skill  



Investment philosophy  



2. Kagiso  Funds  



Awaiting FSB approval  

 

 

 

Fund range  

Balanced Fund 

Islamic Bal Fund 

Stable Fund Equity Alpha Fund 

Islamic Equity Fund 

Protector Fund 

Higher risk Lower risk 



Equity Alpha Fund performance record  

Performance since inception  



Consistent top performance for Equity Alpha Fund  

= Upper quartile = 2nd quartile = 3rd quartile = 4th quartile
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Fund performance to 31 January 2011  

Source: Morningstar  

Lump, Init R100.00, Bid-Bid, ZAR, 

Gross Inc, No Cap; South Africa 

Registered Funds; Domestic EQ 

General

% Chg Rank A.G.R. Rank A.G.R. Rank A.G.R. Rank

Kagiso Equity Alpha 20.86 12 11.85 6 15.45 2 25.75 1

ABSA Select Equity 21.05 10 14.03 4 15.83 1 24.48 2

Prudential Equity A 19.92 24 11.16 8 14.69 3 24.14 3

Coronation Equity R 22.28 5 12.95 5 13.77 4 22.59 4

Foord Equity R 24.11 2 11.77 7 12.63 8 22.06 5

SIM General Equity R 21.49 7 10.61 9 13.62 5 21.57 6

Allan Gray Equity A 16.32 67 10.12 12 12.69 7 21.57 7

Nedgroup Inv Rainmaker A 20.41 17 9.33 20 12.56 10 21.49 8

Old Mutual Growth R 17.88 52 8.71 23 12.56 9 21.05 9

PSG Equity A 23.76 3 9.06 21 9.23 43 20.4 10

Nedgroup Inv Quants Core Eq A 20.44 16 10.21 10 12 14 20.24 11

ABSA General R 17.6 59 9.46 18 11.99 15 20.23 12

Prescient Eqty Quant A1 19.23 30 6.7 43 12.23 13 20.16 13

STANLIB Index R 19.52 25 6.54 48 12.43 12 20.09 14

Analytics Managed Equity A 21.05 9 8.63 26 11.05 21 19.91 15

Mean/Count 18.13 84 6.97 73 10.4 57 19.21 45

Since inception to 

31/01/2011

1 Year to 

31/01/2011

3 Years to 

31/01/2011

5 Years to 

31/01/2011 



3. Looking back  



The first decade of the 21 st  century  

The last decade First 8.5 
years 

Next  9 
months 

Final 1.5 
years 

Entire 
decade 

DecadeΩǎ 
annual rate 

31 Dec 2010 

S&P500 (total returns in USD) 11% -36% 64% 15% 1%  
FTSE/JSE All-Share (total returns in USD) 351% -44% 137% 503% 20% All-time high 
MSCI Emerging Mkts (total returns in USD) 226% -7% 14% 245% 13%  
Copper price 385% -54% 141% 439% 18% All-time high 
Gold price 239% -1% 53% 412% 18% All-time high 
Oil price 494% -67% 103% 298% 15%  
Platinum price 233% -46% 56% 184% 11%  
Rand/dollar exchange rate -3% -18% 44% 14% 1%  

Sources: Reuters, INet, MSCI Barra  



Source: INET  

The last 3 years have been volatile  

Supercycle 
& banking 

crisis  

Global 
crisis  

Melt -  
down  

Depression 
averted  

Reality bites  

Down 
45%  

Up 
78%  

QE2 
? 



4. Looking forward  



The environment is very uncertain  

Debt, unemployment, 
unfunded welfare promises, 
global imbalances, stimulus 

removal  

Arab world 

turmoil 



The stimulus must stop  

and then it must be reversed  



The US is not out of the woods  



Europeôs periphery is fragile 



Debt, deficits, unfunded promises 
=> austerity drag  



Emerging market consumer spend is gaining 
momentum  



5. Shares to hold  



Itôs important to bear in mind 

In picking stocks / asset managers:  

 

éitôs vital to look through the windscreen  

éand not through the rear view mirror 

 

This is often uncomfortable, lonely and unsettling  

 

ébut prospective returns / performance is what matters 



MTN markets remain underpenetrated  

MTN 8% 



Mobile spend in emerging markets remains low  

MTN 8% 



Income growth will drive mobile spend growth  

MTN 8% 



MTN 8% 

Sasol 7% 

Emerging market growth drives oil consumption  

Source: KAM Research 



MTN 

Sasol 

8% 

7% 

ébut conventional world supply is constrained 



MTN 

Sasol 

8% 

7% 

Transportation energy demand is dependent 
on a single source -  oil  



Sugar production growth  

MTN 

Sasol 

8% 

7% 

Tongaat 7% 

Tongaat today Tongaat 2014 

80% volume growth 

(from Zimbabwe & 

Mozambique) 



Valuable KZN north coast land  

MTN 

Sasol 

Tongaat 

8% 

7% 

7% 



Renewable energy  

MTN 

Sasol 

Tongaat 

8% 

7% 

7% 

Electricity: 

Tongaat is currently self sufficient 

Can potentially produce 500MW for the grid 

 

Ethanol: 

Massive potential if SA follows Brazilôs lead 



MTN 

Sasol 

Tongaat 

8% 

7% 

7% 

Banks 11% 

Return on equity at a trough  

https://www.fnb.co.za/index.html


MTN 

Sasol 

Tongaat 

Banks 

8% 

7% 

7% 

11% 

Unwinding the bad debt charge  

https://www.fnb.co.za/index.html


MTN 

Sasol 

Tongaat 

Banks 

8% 

7% 

7% 

11% 

éand better pricing for risk 

https://www.fnb.co.za/index.html


MTN 

Sasol 

Tongaat 

Banks 

8% 

7% 

7% 

11% 

éand a moderate recovery in advances 

https://www.fnb.co.za/index.html


Naspers 4% 

Rapid growth in digital media in emerging markets  

MTN 

Sasol 

Tongaat 

Banks 

8% 

7% 

7% 

11% 

Value 

Price 

http://www.naspers.com/index.cfm?content=6967
http://www.naspers.com/index.cfm?content=6966
http://www.naspers.com/index.cfm?content=6972
http://www.naspers.com/index.cfm?content=6973


Low cost, integrated, growth company  

MTN 

Naspers 

Sasol 

Tongaat 

Banks 

8% 

Mondi 5% 
4% 

7% 

7% 

11% 

Source: Mondi  



MTN 

Mondi 
Naspers 

Sasol 

Tongaat 

Banks 

8% 

BAT 4% 
5% 
4% 

7% 

7% 

11% 

Despite smoking prevalence declining in most 
markets  



Global drive brands have a positive mix effect ï 
due to their significantly higher margins  

MTN 

BAT 
Mondi 

Naspers 

Sasol 

Tongaat 

Banks 

8% 

4% 
5% 
4% 

7% 

7% 

11% 



BAT model in action: volumes down  
+ prices up + costs down = profits up  

MTN 

BAT 
Mondi 

Naspers 

Sasol 

Tongaat 

Banks 

8% 

4% 
5% 
4% 

7% 

7% 

11% 


