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The volatility in global markets continued as 2011 came to a close. 
For the year as a whole, the fund appreciated by 20.3% in ZAR. As 
reference points, the MSCI World Index was +15.8% for the year, 
the MSCI Emerging Markets Index -0.25%, the JSE All Share Index 
+2.5% and the Citigroup Global Government Bond Index +28.8%. 
The fund was 1.2% behind its benchmark (60/40 global 
equity/bonds) for the year, all of this due to the fund having a 0% 
weighting in government bonds. The equity portion of the fund 
actually outperformed the MSCI World Index by 6.3% for the year. 
In US dollars, the MSCI World Index ended the year -5.0%, with 
the MSCI Emerging Market Index performing substantially worse 
than this, being -18.2% for the year. The South African equity 
market was -16% in US dollars. Once again, government bonds 
delivered the standout performance, with the Citigroup Global 
Government Bond Index appreciating by 5.7% during the year. 
Against this backdrop the fund was marginally negative for the 12-
month period in US dollars (-1.3%). The ZAR depreciated by a 
significant 22% against the US dollar. 
 
Our view for the past two years has been that global equities are 
far more attractive than domestic equities. We continue to hold 
this view. Global equities significantly outperformed South African 
equities in 2011 (by over 13% in US dollars or ZAR) and we expect 
this outperformance to continue in the years ahead. 
 
The table below shows the most recent sales and earnings growth 
for seven of the fund’s holdings. The figures shown are for the 
quarter ended September 2011 and show year-on-year growth 
rates.  While we are not interested in one quarter’s earnings, the 
table below provides a counter-argument to the oft made 
statement that ‘Europe and the world is a mess, why should I 
invest in equities now?’ The fact is that many companies continue 
to do very well, even though the world is a mess. This is very clear 
from the table below: five of the seven companies grew their 
revenue by at least 25% year on year, and six of the seven grew 
their earnings by 25% or more! Each company’s individual 
fundamentals are different to that of the next company. 
 

Company  Country Industry 
Sales 
Growth 
% 

EPS 
Growth 
% 

Mastercard US/Global credit card processing 27% 43% 

Google US/Global internet 33% 24% 

Sohu.com China internet 42% 16% 

Great Wall Motor China motor vehicles 25% 29% 

Dominos Pizza US/Global fast food 8% 30% 

Apple US/Global technology 39% 51% 

DirecTV US/LATAM pay-tv 14% 27% 

 
The point is that one cannot simply conclude that because the 
world is a mess one should not invest in equities. In fact, the 
opposite is typically the case: the best time to invest is when the 
outlook is gloomy. Basing investment decisions on television or 
newspaper headlines is probably one of the worst investment 
‘strategies’ around.  Yet time and again one hears this ‘messy 
world/don’t want to invest’ argument. In a year when the MSCI 
World Index declined by 5%, the share prices of six of the seven 
companies in the table below appreciated. The two standouts 
were Domino’s Pizza, which appreciated by an incredible 112% in 
2011 (we have since sold this position) and Mastercard which 
appreciated by 67% in 2011 (we still have this position as we 
believe Mastercard remains undervalued even after this 
appreciation). These two examples yet again point to the fact that 
one can’t come to a one-line conclusion on equities: one must 
evaluate each and every business on its own and make an 
investment decision on that particular equity. 
 

 
Google and Apple are both Top 5 holdings in the fund today. 
While we own a number of technology stocks (including 
Microsoft, Cisco and Symantec), it is Apple and Google who are 
seen as being the more ‘sexy’ (and hence overvalued) stocks. 
Our view is different – firstly we believe that Google and Apple 
are higher quality businesses than your average technology 
company and have better long-term prospects due to the large 
potential markets that they serve, and secondly we believe that 
both are actually very attractively valued. 
 
Google dominate the online search market and the resultant 
advertising spend that is increasingly shifting from paper to 
online. Many countries around the world are still in their infancy 
with regards to the shift in adspend from 
newspapers/magazines to the internet. In our view, this 
structural shift will continue for many years to come. In large 
part due to this shift, Google managed to grow their revenues 
year on year by 33%, and earnings by over 20% (see table) 
during the period when the European crisis accelerated (July-
Sep 2011). Google is also now truly a global business, with over 
half their revenue coming from outside the company’s home 
market, the US. The company also has an extremely strong 
balance sheet, with net cash of around $40 billion and free cash 
flow generation of around $10 billion a year, which results in an 
ever increasing cash balance. While there are of course risks to 
the business, at current share price levels Google trades on 
around 13x 2012 earnings excluding the net cash balance 
(which earns close to nothing due to low interest rates). At 
these levels, we believe the risk-reward is in one’s favour. 
 
Apple has a number of key similarities with Google: a strong 
position in what is a massive and growing end-market (online 
advertising in the case of Google and smartphones/tablets in 
the case of Apple), a strong balance sheet ($80 billion in net 
cash already and free cash flow generation of well over $30 
billion a year), a global presence (60% of revenues from outside 
the US) and an attractive valuation (less than 9x this year’s 
earnings excluding the net cash position). Apple has become a 
very big and profitable business, and while it will undoubtedly 
become harder for the company to grow revenues and profits 
from current levels, the penetration rates of Apple’s products is 
still very low with plenty of room to grow. For example, Apple 
currently only has 5% market share of the global cellphone 
market and within the cellphone market, smartphones are 
rapidly taking share from traditional handsets. Additionally, 
Apple only has 5% market share in the PC market (through the 
Apple Mac) and in turn the tablet market (iPad and similar) is 
still only a small percentage of the overall PC/laptop market. 
The death of the visionary Steve Jobs is undoubtedly a 
negative, however most of the key senior management team 
have been with the company since the late 90s and additionally 
the Apple platform and core products have already been 
established. Like Google, there are risks facing Apple, but at 
the current effective single-digit multiple, we believe that the 
risk-reward profile is very attractive. 
 
We continue to find very good value in global equities (Google 
and Apple being just two examples), and as a result the equity 
exposure of the fund (73%) is close to the maximum that we 
anticipate for the fund (75%). We are also finding selected good 
value in listed property, particularly in Asia, where the fund’s 
holdings typically yield between 6% and 8% and trade below 
NAV. Approximately 7.5% of the fund is invested in property 
stocks. We remain negative on government bonds (due to low 
unsustainable yields/high valuations) and therefore have no 
exposure. The fund has some corporate bond exposure (3.5% 
of fund) where we feel the high single-digit yields compensate 
one for the risk of derating. 
 
Portfolio manager 
Gavin Joubert 
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Fund category Foreign - Asset Allocation - Flexible

Fund description Diversified exposure to global assets with a focus on 

maximising returns over the long term.

Launch date 29 October 2009

Portfolio manager/s Tony Gibson, Gavin Joubert, Karl Leinberger, 

Stephen Peirce and Louis Stassen

Fund size R353.37 million

NAV  115.04  cents

Composite: 60% MSCI World Index & 

40% Citigroup World Government 

Bond Index.

Benchmark/Performance Fee Hurdle

Risk profile

PORTFOLIO DETAIL

GEOGRAPHIC ASSET ALLOCATION EXPOSURE

PERFORMANCE AND RISK STATISTICS
1

GROWTH OF A R100,000 INVESTMENT

31 Dec 2011Sector

Equities  73.6%

 34.9%North America

 12.8%Europe

 11.3%Asia

 9.5%United Kingdom

 5.2%Latin American

 0.9%Japan

(0.9)%South Africa

Commodities  0.6%

 0.6%North America

Property  7.4%

 5.0%Asia

 1.4%Japan

 1.0%Europe

Bonds  3.6%

 3.6%Europe

Cash  14.7%

 8.4%Other

 3.7%ZAR

 2.6%USD

TOP 10 HOLDINGSRISK AND RETURNS VS BENCHMARK (ZAR)

As at 31 Dec 2011 % of Fund

Vodafone Group Plc  3.8% 

Google Inc  3.8% 

Great Wall Motor Company Ltd  3.0% 

Safeway Inc  2.9% 

Community Health Systems  2.8% 

Apple Inc  2.8% 

Sohu.Com Inc  2.6% 

Anhanguera Educac Part  2.6% 

Tesco Plc  2.5% 

PPR  2.5% 

Fund Benchmark Outperformance

 16.3% (0.3%) 16.0%Since Launch (unannualised)

 7.2% (0.1%) 7.1%Since Launch (annualised)

 21.5% (1.2%) 20.3%Latest 1 year (annualised)

 21.5% (1.2%) 20.3%Year to date

 11.0% 10.6%Annualised Deviation

 0.1  0.06 Sharpe Ratio

 3.1% 3.8%Downside Deviation

 50.0% 50.0%Positive Months

INCOME DISTRIBUTIONSRISK AND RETURNS VS BENCHMARK AND MSCI WORLD (USD)

Fund Benchmark MSCI World

 12.6% 12.2%Since Launch (unannualised)  13.1%

 5.6% 5.5%Since Launch (annualised)  5.9%

(0.3%)(1.3%)Latest 1 year (annualised) (5.0%)

(0.3%)(1.3%)Year to date (5.0%)

Annualised Deviation  16.0%  12.2%  18.2%

Declaration Payment Amount InterestDividend

30 Sep 2011 03 Oct 2011  0.27  0.04 0.23

30 Sep 2010 01 Oct 2010  0.12  0.00 0.12

MONTHLY PERFORMANCE - ZAR RETURNS

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD

 8.1% (0.2)% (2.6)%  1.1%  3.1% (1.4)% (1.1)%  1.1%  3.0%  9.1% (0.5)% (0.3)%Fund 2011  20.3%

 0.3%  1.5% (1.6)%  1.3% (3.9)% (2.2)%  0.6% (0.5)%  2.8%  2.7% (2.3)% (2.6)%Fund 2010 (4.0)%

(2.2)%  2.7%Fund 2009  0.5%

FEES (excl. VAT)

Unit trusts should be considered a medium- to long-term investment. The value of units may go down as well as up. 

Past performance is not necessarily an indication of future performance. Unit trusts are traded at ruling prices and 

can engage in scrip lending and borrowing. Fluctuations or movements in exchange rates may cause the value of 

underlying investments to go up or down. Instructions must reach the Management Company before 2pm (12pm 

for the Money Market Fund) to ensure same day value. Fund valuations take place at approximately 15h00 each 

business day and forward pricing is used. Coronation is a Full member of the Association for Savings & Investment 

SA (ASISA). ¹Performance as calculated by Coronation as at 31 December 2011 for a lump sum investment using 

Class A NAV prices with income distributions reinvested. Performance figures are quoted after the deduction of all 

costs incurred within the fund.  ²The TER is calculated as a percentage of the average NAV of the portfolio incurred 

as charges, levies and fees in the management of the portfolio for a rolling 12-month period ending  September 

2011. A higher TER ratio does not necessarily imply a poor return nor does a low TER imply a good return. The 

current disclosed TER cannot be regarded as an indication of future TER’s.

Initial Fee Coronation: 0.00%

Annual Management Fee - performance 

related*

Minimum: 1.35%

Maximum: 3.00%

Sharing Rate: 20.00%

* A portion of Coronation''s annual management fee may be paid to administration platforms like LISP as a 

payment for administrative and distribution services. When applicable, Coronation shares in the fund 

performance above the performance fee hurdle. This performance fee is accrued daily, based on 

performance over a rolling 12-month period, and paid to Coronation monthly. If the fund produces a return 

in line with or below the benchmark for the relevant 12-month period, the minimum fee applies. Please note 

that the fees have been adjusted, with effect 1 May 2011. For further information regarding our fee structure 

please contact us or visit our website.

Initial and ongoing advice fees may be facilitated on agreement between the Client and Financial Advisor.

An initial advice fee may be negotiated to a maximum of 3% and is applied to each contribution and deducted 

before investment is made.

Ongoing advice fees may be negotiated to a maximum of 1% per annum (if initial advice fee greater than 1.5% 

is selected, then the maximum annual advice fee is 0.5%), charged by way of unit reduction and paid to

the Financial Advisor monthly in arrears. This annual advice fee is not part of the normal annual management fee 

as disclosed above.

Where commission and incentives are paid, these are included in the overall costs.

•

•

•

•

Advice Costs (excluding VAT)Total Expense Ratio (TER)²  1.89% per annum, which includes a 

performance fee of  0.05%

Client Service 0800 22 11 77 Fax: (021) 680 2500 Email clientservice@coronation.co.za Website www.coronation.com


