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We strive to always put clients first

The Coronation Client CharterWe have an unwavering commitment to the long term

We focus on producing top performance over all meaningful periods

We are uncompromising about ethics

The Coronation Client Charter

Charles de Kock & Duane Cable

15 September 2015



2

2

Domestic Flagship Funds

Risk (Annualised Standard Deviation)

Exposure to 
Growth Assets

Avg 35%
Max 40%
Reg 28�

Long-term Growth

Investment 

Objective

Coro
Balanced
Defensive

Coro
Top
20

3  Years →

Income & Growth
(Multi-asset)

Immediate Income

R
e
tu

rn
 (

A
n
n
u
a
lis

e
d
 R

e
tu

rn
)

Coro
Strategic
Income

Coro
Capital

Plus

Coro
Balanced

Plus

Conservative Moderate Aggressive

2/10 3/10 4/10 6/10 8/10

Risk Profile

12.3%

3.6%9.0%

16.5%

12.0%

1.6%

11.9%

4.9%

15.6%

6.6%

5 Year Performance & Risk quoted from Morningstar as at 31 July 2015 for a lump sum investment with income distributions reinvested. 
Growth Assets are defined as domestic/foreign equities, listed property & commodities. 

Avg 15%
Max 25%

(0% normal
shares)

Reg 28�

Avg 50%
Max 60%
Reg 28 �

Avg 70%
Max 85%
Reg 28�

100%

A
v
e
ra

g
e
 e

x
p

o
s
u

re
 t

o
 g

ro
w

th
 a

s
s
e
ts

 t
h

ro
u

g
h

 t
h

e
 c

y
c
le

 (
5
 y

e
a
rs

) 
T

h
e
 e

x
p

o
s
u

re
 w

il
l 
fl

u
c
tu

a
te

 a
s
 v

a
lu

a
ti

o
n

s
 c

h
a
n

g
e

3

Domestic Flagship Funds
Consistent top quartile returns

Morningstar as at 31 July 2015

Fund
5 year 

ranking
10 year 
ranking

Since 
inception 
ranking

LT Growth
(equity only)

Top 20 2nd Quartile 1st Quartile 1st Quartile

LT Growth
(multi asset)

Balanced Plus 1st Quartile 1st Quartile 1st Quartile

Income & Growth

Capital Plus 2nd Quartile 1st Quartile 1st Quartile

Balanced Defensive 1st Quartile - 1st Quartile

Income only Strategic Income 1st Quartile 1st Quartile 1st Quartile
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Fee, mandate & benchmark review

5

Lower and simpler fees

• Consistency across the fund range

• Meaningful through-the-cycle reductions in most affected funds

• Effective 1 October 2015

� Client pays lowest of old or new fee structure for the 1st 12 months

Better benchmarks

• Investable indices consistently applied

Broader mandates for our general equity funds

• Higher expected returns, similar risk budgets

Fund range & fee review
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Fund range: Fee, benchmark and mandate review

FUND
FEE

CHANGE

BENCHMARK

CHANGE

MANDATE

CHANGE

LOCAL FUNDS

Balanced Defensive ➼

Capital Plus ➼

Balanced Plus ➼

Market Plus ➼ ➼

Equity ➼ ➼ ➼

Top 20 ➼ ➼ ➼

Optimum Growth ➼ ➼

INTERNATIONAL FUNDS

Global Strategic USD Income (USD and Feeder Funds) ➼

Global Capital Plus  (Houseview, USD-Hedged, EUR-Hedged and Feeder Funds) ➼ ➼ ➼ *

Global Managed (USD and Feeder Funds) ➼ ➼

Global Equity Select (USD and Feeder Funds) ➼

Global Opportunities Equity (USD and Feeder Funds) ➼ ➼

Global Emerging Markets (USD Fund) ➼

Global Emerging Markets Flexible (ZAR Fund) ➼

* Feeder Fund and Houseview currency class

Retirement income considerations
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Initial drawdown rate

• If you get through the first ten years of retirement with real capital intact, you are very likely to make it 
all the way without compromising on living standards

The goldilocks portfolio

• Enough risk asset exposure to achieve reasonable real growth over time, but not so much that a near 
term market correction impairs your capital base

Investment horizon

• Relatively healthy affluent 60-somethings will on average live for another 20-25 years

� Remember 50% of this group will live longer than average!

Key considerations when managing living annuities 

These decision points create significant opportunities 
for advisors to add value

Initial drawdown rates

Source: ASISA Living Annuity Statistics, 4 June 2015

9

Prudent initial drawdown rate 

4%-5%
Benchmark starting point against

• Inflation-linked guaranteed annuity rates

• Market valuation levels 

89%
Share of new compulsory 

annuities choosing living 

annuities in 2014

6.6%
Average drawdown rate for 

SA’s living annuity book in 

2014 (unchanged from 2013)
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Spending rules

• First earn the return, then take the income

• Trade-off: Foregone increases in bad return years 

Take more investment risk: own more equities

• Trade-off: Accept larger probability that funds will be depleted before end of life

� Remember sequence-of-returns risk

• Health-warning: Risking a lifestyle decline tomorrow for a better life today if markets are poor early in 
retirement

Manage longevity risks better

• Know when guaranteed annuity prices are attractive 

� E.g. late life, impaired health, when interest rates are higher than the average

• Move from standardised actuarial life expectancy to real age-adjusted life expectancy

Ways to increase the drawdown rate

Age-adjusted life expectancy

11

Source: Prof. Neil Krige, Journal of Economic & Financial Sciences, April 2013



7

In the noughties we warned that retirement funding 
portfolios were too conservative…

July 2009 Corospondent Aug 2010 CWC

Oct 2009 Corospondent

…today we think they are often too aggressive

Source: Morningstar, ASISA, Coronation Research

13
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Read more in our Corolab

14

Income and Growth
Charles de Kock
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What we said last year... “its tough out there, stay on the fairway”

What’s happening now?

• Commodities collapsing

• GEM currencies very weak

• China slowing more

• US hiking cycle to start

• SA scoring some own goals

How are we positioned? 

• Balanced Defensive and Capital Plus Funds

• Differences and similarities

Stock examples:

• Altron Limited

• Compagnie Financiere Richemont SA

Outlook and conclusion

Agenda

Keeping it on the fairway in 2014
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Did you feel lucky?

18

19

Tumbling commodities

Source: I-net
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China slowing more

21

China: more evidence of slowdown
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US rates will start rising

Source: I-net

23

US: Change in employment
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GEM currencies very weak vs. USD

25

Global environment a headwind, but we have added to our woes by scoring own goals 

Own goal number one: ESKOM

• Bad management and a big blow to confidence and growth

Own goal number two: GOVERNMENT FINANCES

• Lack of discipline in spending resulting in ever larger debt burden

Own goal number three: CORRUPTION/FRAUD

• Many SOE’s such as SAA, PRASA, PETROSA and others have wasted billions of rands

Own goal number four: VISA DEBACLE

• Employment heavy tourism industry severely hampered when it should be booming due to weak rand

The end result is a far lower potential growth rate for the SA economy 

SA’s own goals 
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Undisciplined government spending 

Source: Prescient Securities
(data from WEO database and the NT Budget Review)

27

Sorry saga at the SOE’s
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Eskom

29

ALSI surprisingly resilient

Source: I-net
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But resources hammered

Source: I-net

Domestic Flagship Funds
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Balanced Defensive & Capital Plus Funds

This fund has delivered on its mandate to provide investors with a stable income 
and to preserve capital in real terms

A top performing conservative fund in South Africa over 5 years and since launch 
in February 2007

The fund has suffered no capital losses over any 12 month period

The fund will discount fees to 0.75% if performance is negative over any rolling 
12-month period whilst we will forego the annual management fee in case of 
negative performance over any rolling 24-month period

Coronation Balanced Defensive Fund
Our value proposition

Why invest in the Coronation Balance Defensive Fund?

33
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Coronation Capital Plus Fund
Our value proposition

This fund has delivered solid inflation-beating returns outperforming inflation by 
around 8% p.a. since the launch of the fund in July 2001 

We are as serious about capital protection as we are about beating inflation. The 
fund’s annual management fee will be discounted to 0.75% if the fund produces 
a negative return over any 12-month period. The fund has produced positive 
returns over 12 months more than 90% of the time 

We were the first manager, starting in 1999, to manage absolute return 
mandates in SA  

Performance fee cap reduced from 1.50% to 1.00% (which decreases the 
maximum fee from 2.75% to 2.25%) during October 2011

Source: Morningstar, 31 July 2015

Why invest in the Coronation Capital Plus Fund?

34

35

Coronation Balanced Defensive Fund 
Max 40% exposure to growth assets 

Growth Assets are defined as domestic/foreign equities, listed property & commodities. 
Strategic Income will not invest in normal shares. As at 30 June 2015.

Max exposure to growth assets
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The Portfolio managers

36

Charles de Kock

BCom (Hons), MCom (Economics)

Charles is a senior portfolio manager responsible for the management of all 
absolute return funds. With more than 25 years' investment experience, he plays 
a leadership role in the asset allocation process and is involved in all investment 
discussions. Charles co-manages institutional portfolios within the absolute 
return strategy as well as the Coronation Balanced Defensive and Capital Plus 
unit trust funds.

Duane Cable

BCom (Hons), CA(SA), CFA 

Duane joined Coronation in 2006 as an investment analyst and was appointed 
Head of SA Equity in 2013. His current responsibilities include research across a 
number of sectors as well as co-managing the Coronation Absolute Return fund 
range and Multi-Strategy Arbitrage hedge fund.

Coronation Balanced Defensive Fund
Performance since launch

Performance quoted from Morningstar as at 31 July 2015 for a lump sum investment with income distributions reinvested

37
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Coronation Capital Plus Fund
Performance since launch

Performance quoted from Morningstar as at 31 July 2015 for a lump sum investment with income distributions reinvested

38

Balanced Defensive Capital Plus Balanced Plus

7 years 12.1% 12.4% 14.2%

5 years 12.3% 11.9% 15.6%

3 years 12.2% 12.5% 17.9%

1 year 7.5% 5.0% 8.0%

Performance
periods ending 31 July 2015

39
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Portfolio positioning
as at 24 August 2015

Growth Assets Income Assets

Total foreign exposure = 23.2%

Coronation Balanced Defensive Fund

Growth Assets Income Assets

Total foreign exposure = 25.6%

Coronation Capital Plus Fund

40

41

Balanced Defensive and Capital Plus
SA Fixed Income Carve Out

Exposure Type Balanced Defensive Capital Plus

Fixed (Corp & Govi) 12.0% 5.5%

Floating (Corp) 21.4% 8.2%

ILB (Corp & Govi) 5.1% 6.1%

Preference Shares 2.3% 3.8%

Cash/NCDs 21.1% 17.9%

Total 62.0% 41.5%

Duration (ex cash) 2.4 2.7

Yield (ex cash) 8.5% 8.8%

Fund calculations as at 21 August 2015

Modified Duration Yield

ALBI 7.0 8.4%
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Balanced Defensive Capital Plus

SA Equity 13.4% 21.8%

International Equity 15.0% 18.6%

GEM portion 2.3% 1.3%

SA Property 5.1% 8.4%

International Property 1.2% 1.2%

SA Commodities 1.2% 1.4%

International Commodities 0.3% 0.6%

Growth Assets
as at 24 August 2015

Defensive equities have outperformed
Performance contribution: 5 years as at 31 July 2015

43



23

SA Equity performance difference
Balanced Defensive vs. Capital Plus
as at 30 June 2015

3 years

Naspers Limited Bal Def owned more 1.2%

Capital & Counties Properties Bal Def owned more 1.0%

Aveng Limited Bal Def did not hold 1.0%

Altron Limited Bal Def did not hold 0.8%

Compagnie Financiere Richemont SA Bal Def owned more 0.8%

Anglo American Plc Bal Def owned less 0.5%

SABMiller Plc Bal Def owned more 0.4%

Exxaro Resources Limited Bal Def owned less 0.4%

Zeder Investments Bal Def did not hold -0.5%

Mediclinic International Limited Bal Def owned less -0.4%

44
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Balanced Defensive equities performed exceptionally well

Capital Plus domestic equities underperformed

Quality stocks beat cyclical stocks massively

Aveng and Altron were particularly harmful to Capital Plus

Not owning enough Naspers detracted

More resources (Anglo & Exxaro) detracted

Explaining Capital Plus lower equity performance
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Balanced Defensive

Buys Sells

Spur

Distell

Murray & Roberts

Capital Plus

Buys Sells

FirstRand Limited Sappi

Sasol Anglo American Plc

Woolworths Barclays

Aveng Limited

Balanced Defensive and Capital Plus

Buys Sells

Steinhoff International AVI

Old Mutual Foschini

Compagnie Financiere Richemont SA BHP Billiton Plc

Northam MTN

Standard Bank Investec

Nedbank Pioneer Foods

Vodacom

Impala Platinum

Balanced Defensive & Capital Plus
Aligning SA equities since January 2014

47

SA Equities as at August 2015

Balanced Defensive Capital Plus

% Equity % Fund % Equity % Fund

Resources 18% 2.2% 20% 5.2%

Industrials 59% 7.0% 56% 14.7%

Financials 23% 2.7% 24% 6.2%
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Top 10 holdings as a % of equity

Balanced Defensive Capital Plus

Naspers Limited 7.3% Standard Bank Group Limited 6.6%

British American Tobacco Plc 6.2% British American Tobacco Plc 6.6%

Anglo American Plc 4.4% Anglo American Plc 6.3%

Standard Bank Group Limited 3.9% Naspers Limited 6.2%

Pioneer Food Group Limited 3.6% MTN Group Limited 4.8%

Compagnie Financiere Richemont SA 3.6% Compagnie Financiere Richemont SA 4.3%

MTN Group Limited 3.4% Spar Group 4.0%

FirstRand Limited 2.8% Pioneer Food Group Limited 3.4%

Spar Group 2.7% Old Mutual Plc 3.3%

Steinhoff International Holdings 2.5% Remgro Limited 3.3%

40.4% 48.9%

The Coronation Capital Plus Fund
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Coronation Capital Plus Fund
Performance in bull market cycles

As at 31 July 2015

Coronation Capital Plus Fund
Performance in bear market cycles

As at 31 July 2015

51
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Resulting in an excellent long-term outcome

52

As at 31 July 2015

Stock examples:
Duane Cable



28

Stock example:
Altron Limited

Established position in 2009/2010 post c50% collapse in share price  

Powertech recovery has taken much longer than anticipated:

• Eskom is the largest customer that has not been spending because of cash flow constraints. Longer 
term this is not sustainable and they will need to spend on maintenance to keep the lights on 

Poor capital allocation by management has destroyed significant shareholder value

Altron has detracted from performance

55

Source: I-net
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Trading at all time lows relative to the market

Altron own some very good businesses like Bytes and Netstar (c60% of FV) 

Powertech earnings are cyclically depressed by low Eskom spend

Large margin of safety (FV R20, 4x normal earnings, 3.5% FDY) 

Limited downside 

Low earnings base

Engaged with the Board on capital allocation concerns and proposals are being implemented

Craig Venter has left the business and the company is being transitioned from being family 
run to an independent management structure

Investment Case

Stock example:
Compagnie Financiere Richemont SA
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Company owns enduring brands that cannot be replicated – creates 
massive barriers to entry

Exposure to aspirational emerging market consumers with an affinity for 
luxury goods – attractive LT structural growth story as wealth levels rise

Exposure to a ZAR hedge with virtually no exposure to a challenged SA 
economy and consumer

Historical financial metrics demonstrate a very high quality business:

• 10 Yr. Sales CAGR: 11% p.a.

• 10 Yr. EPS CAGR: 16%

• 10 Yr. FCF conversion: 78%

• 10 Yr. ROE: 18%

Richemont investment case

59

Management team (led by Johan Rupert) that run the business like true 
owners who take a LT view 

Strong balance sheet

• EUR5.4bn cash or 15% of current market cap

• Ability to support a healthy growth rate (double digits) in dividends going forward

• Strongest balance sheet in the global luxury goods sector – firepower if 
opportunities arise

Valuation 

• 16.2x fwd P/E and 15x normal vs.14.6x fwd P/E and 11.7x for SA industrial 
universe 

• 12.5x fwd P/E (ex-cash and value of Net-A-Porter investment)

• Very attractive for a business of this quality

Richemont investment case
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Outlook and conclusion

61

Commodities near the end of the down cycle as evidenced by many loss making producers

GEM currencies (tougher to call) have experienced a big cycle already

• There could be even more pain, but its difficult to argue the pain has just started

Developed world stocks trade around fair value 

GEM stock markets have had a deep down cycle, now offering far more upside than 
downside

SA stock market has held up quite well.  Many high quality stocks trading at very high 
multiples in a low growth economy. Downside risk not to be ignored 

Investment outlook
Where are we in the cycle?
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Real commodity prices

Source: Bloomberg & I-net

63

The lower return world we have warned about repeatedly is here 

Most upside can be found in bombed out cyclical sectors, but uncertainty around global and 
domestic growth limits our appetite for these stocks

Balanced Defensive and Capital Plus with their capital preservation mandates in mind will be 
managed with a “stay on the fairway” mind-set   

Conclusion
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The content of this presentation and any information provided may be of a general nature and may not be based on any analysis of the investment

objectives, financial situation or particular needs of the potential investor/client. As a result, there may be limitations as to the appropriateness of any

information given. It is therefore recommended that the potential investor/client first obtain the appropriate legal, tax, investment or other professional

advice and formulate an appropriate investment strategy that would suit the risk profile of the potential investor/client prior to acting upon such information

and to consider whether any recommendation is appropriate considering the potential investor’s/client’s own objectives and particular needs. Coronation

Asset Management (Pty) Ltd is not acting, does not purport to act and is not authorised to act in any way as an advisor. Any opinions, statements or

information contained herein may change and are expressed in good faith. Coronation Asset Management (Pty) Ltd does not undertake to advise any

person if such opinions, statements or information should change or become inaccurate. The value of the investments may go down as well as up and

past performance is not necessarily a guide to future performance. Coronation Fund Managers Ltd is a full member of the Association for Savings and

Investment SA (ASISA). Coronation Asset Management (Pty) Ltd is an authorised financial services provider (FSP 548).

Disclaimer

65
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FAIS requirements

CORONATION ASSET MANAGEMENT (PTY) LTD

Registration No. 1993/002807/07

Herein after referred to as ‘Coronation’
INFORMATION IN TERMS OF THE FINANCIAL ADVISORY AND INTERMEDIARY SERVICES ACT

Coronation is a licensed Category II and Category IIA Financial Services Provider in terms of section 8 of the Financial Advisory and Intermediary Services Act 37, 2002 (licence number 548). 
Coronation is not authorised to provide advice in terms of the Financial Advisory and Intermediary Services Act 37, 2002. Coronation has been authorised to render discretionary intermediary 
services.
Coronation is authorised to provide financial services for the following financial products:
Long-Term Insurance : Category C; Pension Funds Benefits (excluding retail pension benefits); Securities and Instruments : Shares; Securities and Instruments : Money market instruments; 
Securities and Instruments : Debentures and securitised debt; Securities and Instruments : Warrants, certificates and other instruments; Securities and Instruments : Bonds; Securities and 
Instruments : Derivative instruments; Participatory interests in Collective Investment Schemes; Short Term Deposits; Long Term Deposits

Coronation is a licensed Hedge Fund Financial Services Provider.
The following exemptions are applicable to the licence:
Exemption of investment managers and linked investment services providers and their related functionaries from fit and proper requirements (Board Notice 97 of 2003).
Exemption of financial services providers as regards to representatives (Board Notice 95 of 2003).
The following employees have been appointed as Key Individuals and/or Authorised Representatives:
Key individuals
Anton Pillay; Karl Leinberger; Kirshni Totaram; Neville Chester; John Snalam; Louis Stassen; Llewellyn Smith
Authorised representatives
Adrian van Pallander; Hendrik Groenewald; Alistair Lea; Karl Leinberger; Pieter Hundersmarck; Anton de Goede; Kirshni Totaram; Pranay Chagan; Kyle Wales; Quinton Ivan; Charles de Kock; 
Sarah-Jane Morley (married Alexander); Dirk Kotze; Sean Morris; Duane Cable; Mark le Roux; Louis Stassen; Neill Young; Siphamandla Shozi; Gavin Joubert; Neville Chester; Stephen Peirce; 
Godwill Chahwahwa; Pallavi Ambekar; Suhail Suleman; Peter Leger; Tracy Burton; Nishan Maharaj; Nomathibana Matshoba; Nicholas Hops (supervised); Brian Thomas; Steve Janson; Mauro 
Longano (supervised); Harry Moolman (supervised); Alex Dearman (supervised); Gus Robertson
All Key Individuals and Representatives meet the fit and proper requirements as set out in the Board Notices to the Financial Advisory and Intermediary Services Act 37, 2002.

Coronation holds professional indemnity and fidelity insurance cover as stipulated in the General Code of Conduct and Board Notices to the Financial Advisory and Intermediary Services Act 37, 
2002.
Any information disclosed to any of Coronation’s Authorised Representatives in their professional capacity will be treated as confidential unless written consent is obtained to disclose such 
information, or the disclosure of such information is required in the public interest or under a particular law.
The appointed Compliance Officers are:
Jamie Rowland Mark Barratt Stephan Kemp
Tel: 021 680 2809 021 680 2099 021 680 7703
Fax: 021 680 2859 021 680 2199 021 680 7753
Cell: 082 434 4622 072 595 5277 082 351 2401
E-mail: jrowland@coronation.co.za mbarratt@coronation.co.za skemp@coronation.co.za

Coronation’s Conflicts of Interest Management Policy, in terms of General Code of Conduct Regulations issued in terms of the Financial Advisory and Intermediary Services Act, No 37 of 2002, is 
available on Coronation’s website, www.coronation.com, or on request from the Compliance Officer.
All complaints are taken seriously and Coronation’s aim is to ensure that all complaints are investigated and addressed in a timely and fair manner.
To lodge a complaint, please contact either your Fund Manager or one of the compliance officer’s listed above.

66

Thank you


