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OU'D THINK IT would be a simple
case of secing who boasts the
biest returns, 1 all we were
talking about was stock picking,
thar might be rhe whole story,
But there’s far more to investment
decisions than picking stocks. Every
fund manager has a mandare to follow,
a specificanion of which asser classes or
investment targers they are allowed e
invest in, and by how much. Risk is also
important — the less volatility experienced
by a portielio, the berer,

Investment success comes from
choosing asset classes (shares, bonds,
property and cash mainly) then choosing
a sector within each asset class, and only
then choosing the specific mstrumenis,

A lot of fund managers are only given
the last leg in chat decision tree, Anpd
generally, most returns come from the
asser class, not the instruments,

To identify who deserves to be
comsidered a pury of South African

flagship of most invesoment houses. They
have also become increasingly popular as
the realisation hastaken hold thar asser
class allecation is usually responsible for
more returns than within-class picks. As a
result pension fund advisers and trusteey
have tended 1o hand this responsibility
over to the fund mianager rather than
carry it themselves, That means funds
have shifted from typical equity, bond and
property funds into asset allocation funds,

Specific equity sector funds that allowed
investors 1o choose berween industries
(industrial, inancial and resources), size
-[l:u'f:;f: cap and small ¢a plor slﬂi; [gr[m:th
or value) have become even less popular,
Bue, it is largely the risk that is conrrolled
in balanced funds, not the returns — pure
equity funds will have higher returns on
a F0=vear view, In the long run, equines
outpertorm the other asser classes,

S0 if the balanced fund is the gold
standard of fund management, is choosing
the best fund managers not simply a

"There is one fund type where the fund managers get fo
make all the decisions — from asset class through to which
instruments to invest in. That's the balanced funds”

mvesting, weve looked ar borh a
house view and ar indieiduals, Some
decision processes are about the team
and s impossible to select specific

individuals, Ochers are more clearly about
stockpicking and individuals stand our. As

we deseribe, selecting rop performers i1s a
deeply difficulr rask.

The guru houses

There is one fund type where the fund
managers get 1o make all the decisions

- from the asser class through o which
instruments to invest in, Thar's the
balanced funds. It's not quite total
frecdom = under South African tules the
fund manager is still restricted to some
limits (the mam one 15 no more than 75%

equity or 23% foreign assers, but these are

changing, see page 341,
Balanced funds have become the

case of secing which funds give the best
returns? Again, this s not the whole

story. For one thing, performance differs
quite strongly from year to vear, We've
examined the top five balanced funds on

a 10-year view (see graphs). While Allan
Gray and Coronation had the top two
funds over the past 10 years (the hgures
are compounded annualised returns), their
ranking varies deamarically in other time
periods, The graphs show the rankings for
five-, three- and one-vear performances
roo and neither house holds on o the top
twor places in shorter time periods.

Plus, it's not clear that returns are all
thar marter = many investors would rather
see less nisk as well. The graphs reveal
consistency in the top three tunds - Allan
Grayv, Coronacion and Sanlam Investment
Management have returns that rank in
the top 25 of the funds for all periods

lan Liddle

we examincd. Allan Gray's worst relarive
performance has been over the past year
when it's comparatively light weight in
equities-hurt, Buc i has stepped back up
in the prast six months, Coronanon has
staved remarkably consistent = in the top
three over 10, five and three vears, Stanlib,
which hit a rough parch three vears ago,
has recovered 1o take top spot on a one-
YOAT View,

The far tougher step is o agribute
performance to individuals. Allan
Giray will insist that it's well-developed
investment strategies are key o irs success;
rather than the thar of any individual
fund managers. The balanced fund, for
example, draws on o wide range of tund
managers, cach of whom manages a
shice of the assers. Allan Grav's process
sees portfolio managers lobby for
particular fund positions, but the actual
picks are made by rhe group, The asser
allocarion decision, while ultimarely the
responsibiliey of chief investmenr ofhcer
lan Liddle, is made through a complex
process of value assessment by the entire
ream, If any indmidual has o be named, it
15 surely the one responsible tor designing
the process, and thar would be founder
Allan Gray himself. But he plays no active
day-re-day role in picking invesiments,
For houses such as Allan Gray and
Coronation, led by chief investment
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THE RANKINGS
SHAKEDOWN
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ofticer Karl Leinberger, where process
and reamwork is emphasised, it makes no
sense foselecr individuals, The gurus are
the howses themselves,

W gmph the Fli.'r[i,'lll.'lﬂ.iih.'l;." af the Top
hve asset managers based on returns
over the past 10 vears, There are only 14
balanced tunds that bave been aroond tor
the pase 10 years (compared with 65 in
EXISTEnCe Row .,

The best has returned just more than
18% a vear compounded, while the
wiorst has dosne st more than 8%
(Merropolitan’s Absolute Provider),

Top fund managers

When it comes down to narrow funds
in which an individual 1s making the
specthe mvestment calls, individual
mtluence can be the critical factor. These
tend o be speciabist funds, tollowing
particular equity or bond investment
styvles or mandares. We've examined the
performances i some of thesi sectors
to losk bor stand-our mianagers and
focused on eguiny funds where variaron
|l'| F;‘rfl!lrn:.luq:;' cin :'H,.' SIEt;l'IiﬁL'L'I.]Il, i:l"‘l‘.‘
of the secror stvles are arbitrary = there
happen to be three worldwide speciahst
techuology tunds, i no specialise
worldwide mining funds, Other sectors
have.a universe of just one fund.

There's one further sonrce of
confusion 1 assessing perlormance: fupd
mianagers change. I youw consider the
Stanlib Worldwide Technology Fund,
the perfarmance is impressive, with a
consistent top place of the three funds on
one-, three- and fve-vear performances,
Yer the fund was managed unril carly
2008 by Sranlib’s hiead of rescarch, David
Caibb, bros now run |'-'_'.' Theo Botha, Whe
should rake the ¢redir for the strong
performance? The answer 1s probably
hHIEI. ll'ldﬂﬂ"’d. f]":lf.' :Fl.l]ll;.l |I'|:|I|'.1!,;<:I1'I:."t'|l!
industry has more than its tair share of
statt rornover. A manager can establish s
strom track record for a few vears, then
wse that as the basis to move into a more
seniof role or set up their own shap,

We've dug through the universe of
Funels tir select some gurus wha stand out,
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That's chiefly because of performance, bur
also usvally becavse they've been around
the blowk a few times and developed a
strong following, Here's our list of SA's
top individual gurus,

Kokkie Kooyman - financials guru
Koovman has arracted worldwide
arention for his management of 51M
Globalys International Emerging Markets
Financial Fund. But koovmian has kepr his
hand in the
the Nedgroup Investments Financial

acal warers, also managing

Fund onan outsourced basis, and bas

proven he has not lost s local souch,

financials funds ona Bve- and one-vear

ie fund is the best of the six specialist

view, and comes third by qust a few basis
parnts ona threesvear view, Koovman has
always stood out as being on top of the
Banks, msurers and other Ananaals, and
the performance hgures prove it That's
largely a function of a long history of
managing hnancials funds, starting with
Coromarion i 1558,

Sam Houlie - general equity
funds guru

Houhe s head of equities ar Investes
Asser Mamagement, o has a hand in
all of IAM?s equinies management. He's
an old hand who began his carcer at
Adban Gray in 1997, then maved on to
various shops hefore seoding ar IAM in

2000, He manages the low-risk Investec

Cautious Managed Fund that’s debvered
middhig rerurns bur at very low risk. He
shows his stockpicking skills with the
Dhiscovery Equity tund that he manages

Pivsis, Tr has thumped irs

L3 BT CPUITSELTOEL
benchmark, and ranks second on bath o
ope=year and three-year view in the higlly
competitive general equity fund group
teommg second to PSG equity on one

vear and Marriott on three years)h

Dave Foord - general equity and
foreign guru

Foward 15 not one for the limelight, b
has quietly built a seeonp equity-based
bouatiguoe, Foord Asser Management, Wil
Enown i the industry for his steidem
investment views, his general equaty fund
is within the top five on maost period
reviews, Fles also proven has stripes i
interiational markers, with his foreign
asset allocation fund ranking second on
a five-vear view, and in the top five on
ather time periods, ma lughly competitive
space,

Piel Viljoen - general equity and
foreign guru

Viljoen letr Investee o set up RECM as
his own invesiment boutique, which has
now grown o 18 analvses, While there
have Been some performance lulls when
Viljoen has moved into conservative

cash betore the reseof the marker, he's
generally proven night eventually. That's
clearest in the Nedgroup Investments
Managed Fund, which he manages on an
outsourced basis, [t top of its 82-tund
universe ona three-year view, Afth in
five vears and 1 1ch on one vear, Viljoen
15 butlding a track record for RESCM s
imternational funds. While not shooting
the pertarmance hghts out vet, they are

ones to watch.
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Peler Major - mining guru

Major s a large persenality i the fund
maanagement industry, having workee
his wav through vanous miming coles

betore jommmge the lund manageient

wdustry with Allan Grav, He's since
moved around, including a sunt managing
Mark Shuttleworth’s assets and starnng
ks oown muming company. He joined
Cadiz in 2006, where he is part of the
carporate solutions team, and manages
MNedgroup Investment’s mining fund on

an outsourced basis, That's been the

best performer of the eight-strong group
vird on hve-

LM ol II'IFL":":\'L':II' VICW, |1IldT
and one-year views. He also manages
Nedgroup’s growth fund, which is muddle
of its peer group,

Evan Walker - smaller companies
guru

It nor often that a fund can come top

of its growp on one-, three- and vesvear
views, Bur the RMB Small/Mid-Cap
Fund, managed by Walker, does it, Walker
jorned BMB in 2007 trom Credic Suisse
Stamclare Securities and has pulled the
fund’s performance into good shape. The
snualb-cap sepment has seen some disasters
over the vears bur Walker has proven

le can deliver consistently, Hle is a value
secker, choosing quality, dividend-paying
companies ourside the rop 40,

| SA FUNDS: DISTRIBUTION OF RETURNS |
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John Biccard - value guru
Value invesoing 15 viewed by many
the dominant invesrment style, and
Biccard has proven over the years
thar he apphics it best. He manages
Investec's Value Fund, whech comes ou
top of its Te-member peer group on a
one-and three-year view, and thud on
a hve-year views Biccard has been ar it
for more than a decade, making him
one of the longese serving, and maost
srent, fund managers around.
While the big houses have designed
value-seeking stravegicos, Biccard shows
how 1o do it ar the stockpicking level,

Gavin Joubert - emerging
maorkefs guru

Coronation’s Joubert started its
emerging markers fund four

aeo and manages o rank top of the
foreign funds Hexible asser allocation

caregory on one- and three-year views,
He took on the mternational role
afrer managing various local equity
and balanced funds ar Coronation,
which he jomed in 1999, Ir'va 39-
Fund universe thar also includes et
Vilioen's global fund.




