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“If patience was not so easily tested, then it would hardly be a virtue.” 

Count Alexander Rostov, A Gentleman in Moscow 

One wonders whether the Count, one of fictions more interesting characters, would have so 

frivolously uttered the above had he been living in South Africa in the last decade. Power 

and politics dominate the current discourse, but it is the seemingly repetitive narrative of the 

South African investment environment to which we refer. Patience is indeed being tested. 
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Experience and academic studies have taught us that one of the best predictors of future 

returns has been price paid – companies purchased at lower multiples have tended to 

outperform over time. The below chart shows the longer term PE multiple of two well-known 

South African companies – a large bank and a large retailer. Their current multiples are now 

nearing levels seen during the early 2000’s tech crisis, the global financial crisis of 2008/09, 

Nenegate and the global nominal recession of 2015, and the 2020 Covid crisis. 

Source: Iress, IGraph CGAM, July 2022 

In addition, as shown in the table below, valuation multiples of a range of financial and 

industrial companies illustrate a similar point – South African assets appear extremely 

undervalued. The nameless companies below all feature in both the ClucasGray Equity 

Prescient and ClucasGray Equilibrium Prescient funds, as do the two companies in the chart 

above. 

The current economic environment, globally and here in South Africa, is tough - any tougher 

than the previous crises mentioned earlier? Time passes and memories fade, but we clearly 

remember the existential struggles that our industry was grappling with in each of them. 
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Issues of the day included, amongst many others, deflationary fears (remember those!), 

leverage and the very future of the banking industry, Emerging Market defaults, and more 

recently the unique fears the Covid crisis presented. Each of them with the overlayed 

concerns around the economic future of South Africa. History rhymes. 

It is becoming a common refrain – South African assets are cheap, but what is the catalyst 

that unlocks the apparent value? We believe one of the answers to the question lies in the 

bond market. We continue to see the investment attraction of South African bonds – as 

shown in the chart below, nominal yields remain stubbornly elevated, nearing levels briefly 

achieved during the peak of the Covid crisis in 2020, and higher than those reached in the 

infamous Nenegate crisis of 2015. 

Source: Iress, IGraph, CGAM, July 2022 

Interestingly, but not coincidentally, previous peaks in bond yields correlate closely to the 

troughs in PE’s illustrated earlier. With bond yields intricately linked to company valuation 

multiples, high yields imply subdued valuation multiples. For 7 years, it feels like South 

African investors have been grappling with similar issues – stiflingly high bonds yields and 

suppressed valuation metrics. 

We sense a growing impatience at our preaching patience - a key ingredient of successful 

investing, an ingredient that Count Rostov warned us would not be easy. In all of the previous 

troughs, bond yields declined, earnings recovered, valuations normalised, and patient 

investors were handsomely rewarded. History rhymes? 

If there is any interest to engage on a Zoom call or the like, please don’t hesitate to get in 

touch with us. 

Kind Regards 

Andrew and Grant 
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Fund Summaries

ClucasGray Equity Prescient Fund

The ClucasGray Equity Prescient Fund was launched in October 2011. It has a nearly 11 

year track record of delivering index and industry beating returns. Throughout the funds 

history, we have stuck to some core fundamentals in the way the fund has been managed - it 

is a high conviction South African equity portfolio, our process is underpinned by the belief 

that inefficient markets create opportunities in mispriced assets, and we have been nimble 

enough to take advantage of many of the opportunities presented. 

As highlighted on the June 2022 fund fact sheet, the fund has delivered a return of 16% over 

the last year, compared to the JSE Swix return of under 3% and peer group of under 6%. 

The fund has outperformed both the JSE Swix and General Equity Peers over 3, 5, 7 and 

10 years. Since inception nearly 11 years ago the fund has delivered an annualised return 

of 11.3%, relative to the JSE Swix of 10.4% and peers of 8.6%. 

ClucasGray Equilibrium Prescient Fund

The ClucasGray Equilibrium Prescient Fund was launched in January 2015. It has a 7 ½ 

year track record of delivering industry beating real returns. Throughout the funds history, 

we have stuck to some core fundamentals in the way the fund has been managed – it is a 

Regulation 28 compliant balanced fund in the Multi Asset High Equity category, our process 

is underpinned by the belief that inefficient markets create opportunities in mispriced assets, 

and we have been nimble enough to take advantage of many of the opportunities presented 

across the various asset classes. 

As highlighted on the June 2022 fund fact sheet, the first 6 months of 2022 have seen the 

fund declining just over 4%, compared to the peer group which declined 6.5%. Whilst it has 

been a frustrating few months, the current investment landscape is as enticing as we can 

recall. 

The fund has delivered a return of 8% over the last year, compared to the peer group return 

of 2.4%. The fund has outperformed both the peer group and inflation over 3 years, 5 years, 

and since inception. Whilst we strive to deliver better nominal returns for investors, over the 

7 ½ years since inception, the fund has delivered an annualised return of 8.1%, relative to 

the peer group return of 5.4% and inflation of around 5%. 

Our assessment of prospective returns from various asset classes informs the asset 

allocation of the ClucasGray Equilibrium Prescient Fund. As articulated above, given current 

valuations and yields, we believe the opportunity exists to deliver attractive real Rand returns 
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in both South African bonds and equities - hence the portfolio remains well positioned in both 

asset classes. As articulated in previous quarterlies, our global equity weightings remain low, 

given our concerns over elevated valuations, and modest prospective returns. Given the 

material sell-off experienced in global equity, it is a position that we are constantly reviewing. 

Click Here to view the June 2022 ClucasGray Equilibrium Prescient Fund MDD 

Click Here to view the June 2022 ClucasGray Equity Prescient Fund MDD 

Click Here to visit our Website 

Our funds are available on the following platforms: 

AIMS  |  Allan Gray  |  Glacier  |   Momentum 

 NinetyOne | Multilect  | Old Mutual | Prescient  |  Prime  |  Stanlib 

Subscribe to our Mailing List 
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DISCLAIMER 

Collective Investment Schemes in Securities (CIS) should be considered as medium to long-term 

investments. The value may go up as well as down and past performance is not necessarily a guide to 

future performance. CIS’s are traded at the ruling price and can engage in scrip lending and borrowing. A 

schedule of fees, charges and maximum commissions is available on request from the Manager. There is 

no guarantee in respect of capital or returns in a portfolio. A CIS may be closed to new investors in order 

for it to be managed more efficiently in accordance with its mandate. CIS prices are calculated on a net 

asset basis, which is the total value of all the assets in the portfolio including any income accruals and less 

any permissible deductions (brokerage, STT, VAT, auditor’s fees, bank charges, trustee and custodian fees 

and the annual management fee) from the portfolio divided by the number of participatory interests (units) 

in issue. Forward pricing is used.  Prescient Management Company (RF) (Pty) Ltd is registered and 

approved under the Collective Investment Schemes Control Act (No.45 of 2002). For any additional 

information such as fund prices, brochures and application forms please go to www.prescient.co.za. 

Performance has been calculated using net NAV to NAV numbers with income reinvested. The performance 

for each period shown reflects the return for investors who have been fully invested for that period. Individual 

investor performance may differ as a result of initial fees, the actual investment date, the date of 

reinvestments and dividend withholding tax. Full performance calculations are available from the manager 

on request. 

ClucasGray Asset Management (Pty) Ltd is an independent investment management company registered 

in South Africa, company registration number 2019/060149/07 and authorised financial services provider 

under the Financial Sector Conduct Authority (FSCA) registration number 50733. The main business of 

ClucasGray is the provision of investment management services to private and institutional clients. 

Annualised performance: Annualised performance shows longer term performance rescaled to a 1-year 

period. Annualised performance is the average return per year over the period. Actual annual figures are 

available to the investor on request 

Copyright © 2022 ClucasGray (Pty) Ltd, All rights reserved. 

You are a valued partner of ours 

Our mailing address is: 

ClucasGray (Pty) Ltd 

Dunkeld Place, 12 North Road 

Dunkeld West, 2196 

Johannesburg, Gauteng 2196 

South Africa 

Add us to your address book 

ClucasGray Asset Management 

Telephone: +27 11 771 1960  |  Email: Megan@ClucasGray.co.za 
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Want to change how you receive these emails? 

You can update your preferences or unsubscribe from this list. 


