
DOMESTIC INFLATION PLUS STRATEGY
INSTITUTIONAL STRATEGY FACT SHEET AS AT 30 JUNE 2026

CORONATION

MODIFIED DURATION

Local Fixed Income Assets 3.0

TOP 10 HOLDINGS

Holding % Strategy

STANDARD BANK OF SA FIX 7.250% 041226 4.9%

RSA FIX 8.500% 310137 4.1%

RSA ILB 1.875% 280233 3.2%

RSA FIX 8.875% 280235 3.1%

RSA FIX 7.000% 280231 3.1%

RSA FIX 8.250% 310332 2.8%

RSA ILB 1.875% 310329 2.7%

FIRSTRAND BANK LTD ILB 2.600% 310328 2.6%

CIE FINANCIERE RICHEMO-A REG 2.6%

STANDARD BANK GROUP LTD 2.5%

GENERAL INFORMATION

Inception Date 01 December 2018

Strategy Size † R407.7 million

Strategy Status Open

Mandate Benchmark Consumer Price Index (CPI)

Performance Target CPI + 3% (gross of fees and taxes) over a 
rolling 3 year period

Dealing Frequency Daily

Base Currency ZAR

Regulation 28 Yes

†Strategy assets under management as at the most recent quarter end.

GROWTH OF R100M INVESTMENT

Benchmark: Consumer Price Index (CPI)

LONG TERM OBJECTIVE

The Coronation Domestic Inflation Plus Strategy targets positive real returns with 
an overriding focus on limiting downside returns or portfolio losses. Therefore, 
capital preservation in real terms is equally important to return optimisation. The 
Strategy is managed in accordance with the limits of Regulation 28 of the 
Pension Funds Act. The Strategy can invest up to 40% in Domestic Equities.

Coronation is a long-term, valuation-driven investment house. Our aim is to 
identify mispriced assets trading at discounts to their long-term business value 
(fair value) through extensive proprietary research. In calculating fair values, 
through our fundamental research, we focus on through-the-cycle normalised 
earnings and/or free cash flows using a long-term time horizon. The Portfolio is 
constructed on a cleanslate basis based on the relative risk-adjusted upside to 
fair value of each underlying security. The Portfolio is constructed with no 
reference to a benchmark. We do not equate risk with tracking error, or 
divergence from a benchmark, but rather with a permanent loss of capital.

INVESTMENT APPROACH

ASSET ALLOCATION

Asset Type % Strategy

Local Bonds 38.9%

Local Equities 38.1%

Cash 15.6%

Local Property 4.4%

Local Hedge Funds 2.0%

Local Commodities 1.0%

STRATEGY RETURNS GROSS OF FEES

Period Strategy Benchmark Active Return

Since Inception (cumulative) 124.2% 41.2% 83.0%

Since Inception p.a. 11.2% 4.7% 6.5%

Latest 3 years p.a. 15.5% 4.3% 11.2%

Latest 1 year 15.0% 4.8% 10.2%

Year to date 3.5% 3.6% (0.1)%

Latest 3 months 4.2% 2.4% 1.8%

Month 0.6% 0.6% 0.0%
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EFFECTIVE MATURITY PROFILE*

Term % Strategy 
(incl. Cash)

% Strategy 
(excl. Cash)

0 to 1 year 16.5% 13.0%

1 to 3 years 12.2% 12.7%

3 to 7 years 14.9% 15.5%

7 to 12 years 10.3% 10.8%

Over 12 years 1.3% 1.3%

PERFORMANCE & RISK STATISTICS (Since inception)

Average Annual Return 11.4%

Annualised Standard Deviation 6.1%

Highest Monthly Return 4.4%

Lowest Monthly Return (6.7)%

% Positive Months 75.8%

Downside Deviation 3.4%

Maximum Drawdown (9.5)%

Sortino Ratio 2.0

BEAR MARKETS BULL MARKETS

In the bar graphs above, we have divided the period since inception of our Strategy into bull and bear markets. The Strategy's returns are measured against the 
FTSE/JSE All Share index. The bear market graph clearly demonstrates how the Strategy has protected capital; its losses were much more shallow than the market 
during downswings. As evident from the second graph, the Strategy also enjoyed healthy upside participation in bull markets.

PORTFOLIO MANAGERS

Pallavi Ambekar - BBusSc, CA (SA), CFA

Pallavi is Coronation’s Head of Absolute Return and a 
portfolio manager in the South African equity team at 
Coronation. She is also responsible for analysing South 
African stocks. She joined Coronation in 2003 and has 23 
years’ investment experience.

Charles de Kock - BCom (Hons), MCom

Charles is a portfolio manager in the South African equity 
team at Coronation. He co-manages all Absolute Return 
Strategies. Charles joined Coronation in 2005 and has 40 
years’ investment experience.

Neill is an analyst and portfolio manager in the South 
African equity team at Coronation. He co-manages 
Coronation’s Absolute Return Strategies along with the 
Financial Unit Trust and is responsible for analysing South 
African stocks. He joined Coronation in 1998 and has 28 
years’ investment experience.

Neill Young - BBusSc, CA (SA), CFA
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REGULATORY DISCLOSURE AND DISCLAIMER

The content of this document and any information provided may be of a general nature and is not based on any analysis of the investment objectives, financial situation or particular needs of any potential 
investor. As a result, there may be limitations as to the appropriateness of any information given. It is therefore recommended that any potential investor 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 prior to acting upon such information and to consider whether any 
recommendation is appropriate considering the potential investor’s own objectives and particular needs. Neither Coronation Fund Managers Limited nor any subsidiary of Coronation Fund Managers Limited 
(collectively “Coronation”) is acting, purporting to act and nor is it authorised to act in any way as an adviser. Any opinions, statements or information contained herein may change and are expressed in good 
faith. Coronation does not undertake to advise any person if such opinions, statements or information should change or become inaccurate. This document is for information purposes only and does not 
constitute or form part of any offer to the public to issue or sell, or any solicitation of any offer to subscribe for or purchase an investment, nor shall it or the fact of its distribution form the basis of, or be relied 
upon in connection with any contract for investment. 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 
Limited is a full member of the Association for Savings and Investment SA (ASISA). Coronation Asset Management (Pty) Ltd (FSP 548), Coronation Investment Management International (Pty) Ltd (FSP 45646) and 
Coronation Alternative Investment Managers (Pty) Ltd (FSP 49893) are authorised financial services providers. Coronation Life Assurance Company Limited is a licenced insurer under the Insurance Act, No.18 of 
2017.

* For SA Fixed Income investments only. Excludes international investments, equities, property and preference shares.
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REVIEW FOR THE QUARTER 

The first half of the year has been dominated by two defining shocks: the war in the Middle East and its effect on oil supply, and the 
artificial intelligence (AI) boom and its impact on demand for semiconductors. Despite these supply/demand shocks, the global 
economy and markets have been surprisingly resilient, with risk assets delivering strong returns. The MSCI Emerging Markets Index 
(+24% in USD year-to-date [YTD]) outperformed developed markets (+10% YTD) as measured by the MSCI World Index.  

While the returns look good in hindsight, global markets experienced a sharp sell-off in March, driven by the global energy shock and 
renewed inflation fears. Global bond yields spiked, and we once again saw a flight to safety in traditional assets like the US dollar and 
energy commodities, which were natural beneficiaries of the higher oil price. Paradoxically, gold prices did not act like a haven asset 
during this risk-off event, with the price of the yellow metal retracing more than 20% since the start of the war and into the second 
quarter. We had been arguing for some time that gold prices were trading at extreme, sentiment-driven levels prior to the war, far 
above our assessment of a fair gold price. The Strategy reduced exposure to gold into the rally early this year, taking profits as the 
gold price reached what we considered to be stretched levels. 

In the context of the above volatility, we are pleased that the Strategy has delivered a return of 4.2% for the quarter and 15% for the 
past 12 months. The Strategy has outperformed its benchmark and target over all meaningful time periods. Once again, we saw that 
a global crisis event resulted in significant investment opportunities for the Strategy. We took advantage of the volatility in asset prices 
following the start of the war by making a sizeable increase in our allocation to SA nominal bonds, mostly executed in the first quarter 
of the year. In the aftermath of the war, we saw the 10-year yield spike to nearly 10% on the back of risk-off fears and a sharply elevated 
inflation outlook. We felt that even with baking in an inflationary shock from the war, the real yields on the nominal bonds looked 
attractive, warranting an increase in allocation. SA bonds and cash remain a material allocation in the Strategy at 55% of the portfolio, 
providing a dependable anchor to the Strategy’s target real-return ambitions.  

The Strategy’s largest constituent Naspers/Prosus, fell -6% in the quarter. The weakness reflected concerns, including the near-term 
earnings impact of Tencent's stepped-up AI investment, and ongoing capital allocation questions at the Naspers level. We are 
constructive on both. Tencent's AI spend, while dilutive to near-term earnings, is being deployed across a massive ecosystem, 
spanning 1.4bn monthly active users and integration across the Chinese economy in sectors including gaming, advertising, and fintech. 
We believe Tencent is well placed to be a meaningful winner as AI reshapes these industries. At the Naspers/Prosus level, there are 
encouraging signs of improved execution across several assets. A firm commitment to buybacks provides an additional source of 
value. We believe the stock is deeply undervalued and have built a sizeable position. 

Our equity building block has positively contributed to the Strategy’s returns year to date, with our equity selection outperforming an 
SA equity market that delivered negative returns overall. Glencore, PSG Konsult, Altron, and Richemont were top SA equity 
contributors to the Strategy’s performance, highlighting the impact of astute equity selection across a range of sectors within the SA 
market. Our total equity allocation in the Strategy sits at 38%. We believe the Strategy’s risk asset allocation in both equities and 
property will provide the necessary capital growth pillar for future Strategy returns.  

“It’s tough to make predictions, especially about the future”  

Potential Danish proverb (origin uncertain)  

While the above quote has always been true, it has felt even more acute over the last 18 months. Policy unpredictability under the 
Trump administration, developments in AI, and heightened geopolitical tensions have all introduced a higher baseline of uncertainty, 
often reflected in ferocious swings in asset prices. Managing the Strategy in this environment requires agility, with frequent 
reassessment of our outlooks and the incorporation of renewed views into our long-term fair values and, where appropriate, our asset 
class allocations. We have reiterated on many occasions that we aim to build robust Strategy’s that can deliver our target return in a 
wide range of outcomes. While the first half of the year has been tough, we have managed to meet this target. We remain confident 
in the Strategy’s positioning and believe that its prospects and ability to achieve targeted returns over the medium to long term are 
particularly compelling. 
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