CORONATION

AGGRESSIVE EQUITY STRATEGY
INSTITUTIONAL STRATEGY FACT SHEET AS AT 31 MARCH 2021

LONG TERM OBJECTIVE

GENERAL INFORMATION

The Coronation Aggressive Equity Strategy is our aggressive offering within our
equity product range. The Strategy is constructed on a clean-slate basis with no
reference to a benchmark, and seeks to outperform the equity market over
meaningful periods (defined as at least 5 years).

INVESTMENT APPROACH
Coronation is a long-term, valuation-driven investment house. Our aim is to
identify mispriced assets trading at discounts to their long-term underlying 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 clean-slate 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 the probability of a permanent
loss of capital.

Inception Date

01 February 2002

Strategy Size †

R17.12 billion

Strategy Status

Open

Mandate Benchmark

JSE Capped Shareholder Weighted Index
(Capped SWIX*)

Dealing Frequency

Daily

Base Currency

ZAR

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

GROWTH OF R100M INVESTMENT

STRATEGY RETURNS GROSS OF FEES
Period

Strategy

Benchmark

Active Return

Since Inception (cumulative)

1,697.6%

1,094.9%

602.7%

Since Inception p.a.

16.3%

13.8%

2.5%

Latest 15 years p.a.

13.1%

10.7%

2.5%

Latest 10 years p.a.

11.3%

9.9%

1.4%

Latest 5 years p.a.

9.3%

4.6%

4.7%

Latest 1 year

64.6%

54.2%

10.4%

Year to date

15.7%

12.6%

3.1%

3.9%

3.7%

0.2%

Month

*FTSE/JSE Capped Shareholder Weighted Index from 01 May 2017. Previously 50 Low Resources
(inception to 31 January 2002) and FTSE/JSE Shareholder Weighted Index (01 February 2002 to
30 April 2017).

PERFORMANCE & RISK STATISTICS (Since inception)

TOP 10 HOLDINGS
Holding

Benchmark: JSE Capped Shareholder Weighted Index (Capped SWIX*)

% Strategy

NASPERS LIMITED

14.7%

Average Annual Return

ANGLO AMERICAN PLC

12.5%

Tracking Error

6.4%

Information Ratio

BRITISH AMERICAN TOBACCO PLC

5.8%

Annualised Standard Deviation

QUILTER PLC

5.5%

Maximum Drawdown

GLENCORE XSTRATA PLC

5.2%

MOMENTUM METROPOLITAN HOLDINGS

4.9%

STANDARD BANK GROUP LTD

4.8%

EXXARO RESOURCES LTD

4.7%

IMPALA PLATINUM HOLDINGS LTD

4.4%

NEDBANK GROUP LIMITED

South Africa

Strategy

Benchmark

17.6%

15.1%

4.5%
0.5
15.2%

15.3%

(32.7)%

(37.0)%

TRACKING ERROR
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SECTOR EXPOSURE
Sector

% Strategy

Sector

% Strategy

Basic Materials

31.2%

Industrials

0.9%

Financials

27.9%

Technology

0.8%

Consumer Services

24.5%

Derivatives

0.4%

Consumer Goods

7.3%

Energy

4.7%

Health Care

2.5%

Interest Bearing

(0.2)%

PORTFOLIO MANAGERS
Neville Chester - BCom, CA (SA), CFA

Nic Stein - BBusSc, CA (SA), CFA

Neville is a senior member of the investment team with 24
years’ investment experience. He joined Coronation in 2000
and manages Coronation’s Aggressive Equity Strategy. He
also co-manages the Coronation Top 20 and Market Plus
unit trust funds.

Nic joined the Coronation investment team in 2009 as an
equity analyst and has 11 years’ investment experience. He
currently co-manages Coronation’s Aggressive Equity
Strategy and the Coronation Resources unit trust fund. Nic
also analyses a number of shares spanning mining and the
financial services sectors.

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.
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REVIEW FOR THE QUARTER
The Strategy had a good start to the year delivering double digit returns for the first quarter of 2021. The Strategy’s 12-month return is now
in high double-digit territory, a very pleasing recovery off the low base that followed the impact of the calamitous lockdown in South Africa.
Globally, markets have benefited from loose monetary policy, fiscal stimulus, and improved sentiment as Covid-19 vaccine rollouts gather
pace.
Commodity prices (with the exception of gold) had a strong quarter. Iron ore was well supported as Chinese infrastructure spend remains
strong, the rest of world steel demand rebounds and Vale’s production continues to ramp up slowly. Increasing awareness is being brought
to battery metals (primarily copper, nickel, lithium and cobalt) and their role in assisting the world in decarbonising. This theme has been
enhanced by a Joe Biden presidency in the US. President Biden is likely to recommit the US as a global leader in transitioning economies
away from fossil fuels. We expect persistent deficits in the latter half of the decade, particularly in copper and cobalt. Anglo American and
Glencore are well-positioned for this scenario. For the quarter, the Strategy benefited from overweight positions in the diversified miners and
platinum group metal (PGM) stocks, while domestic shares detracted.
We think Exxaro’s capital allocation track record exceeds its reputation. This was further demonstrated by a well-timed sale of non-core
Tronox, with most of the proceeds being returned to shareholders via buybacks and a special dividend. We expect further capital returns
should the sale processes at ECC and Leeuwpan conclude successfully. Including ordinary dividends, Exxaro would then have returned circa
25% of its market cap to shareholders in a 12-month window.
PGMs performed well this quarter on the back of a strong PGM basket price, led by rhodium. A decade of underinvestment cannot be
remedied quickly. Companies have started to announce expansion projects, but these will take time to land. Demand for the metals remains
robust on increasing PGM loadings in the auto catalyst industry. The supply issues at Norilsk Nickel, the world’s largest palladium producer,
while temporary, will further tighten the market.
We think gold shares look increasingly attractive. Government balance sheets around the world are becoming more stressed as debt is piled
on to support the global recovery from Covid-19-induced economic stress. The global printing presses are running hot. For example, 25% of
dollars in circulation were issued in the last year. As a centuries-old store of value, gold should thrive in these conditions where fiat money is
being debased. However, it seems all the action is taking place in new (untested) stores of value, such as cryptocurrencies. We see upside risk
to the gold price, while most of the equities are pricing in a gold price well below spot. We initiated a new position in AngloGold.
Our domestic stance is little changed. After strong share price performance, we sold out of Woolworths as the market accepted the company
would no longer put additional funding into their Australian operations. Our domestic holdings are centred around the food retailers (Shoprite
and Spar), banks (Standard Bank and Nedbank) and the life insurers (Sanlam and Momentum Metropolitan). While we are encouraged by
recent ANC NEC announcements that suggest continued progress by the President, our defensive stance is informed by the slow pace of
delivery, poor electricity availability, lagging pace of vaccine rollout and worries that consumer stress will pick up rather than decrease this
year. More importantly, we feel valuations of the Rand hedges that happen to be listed here are very compelling.
Both Aspen and Bidcorp (a new position) should be beneficiaries of global vaccine rollouts. Johnson & Johnson’s likely approval for Aspen
to fill and finish its Covid-19 vaccine at its Port Elizabeth facility highlights the quality of Aspen manufacturing facilities. It should aid Aspen’s
ambition to boost manufacturing EBITDA by R1.5bn. Regarding Bidcorp, after each Covid-19 wave, we see how people are desperate to
resume their normal lives by dining and socialising in public venues. With the vaccine rollout in developed markets going at a reasonable
pace, we think Bidcorp’s earnings will bounce back nicely. It is a very well managed business and should have M&A opportunities through
which to pick up players hurt by the crisis. We expect it will be a strong compounder in hard currency.
We sold out of our MTN position. Management are doing a good job executing the business’s operational turnaround and asset disposal
programme to drive up ROEs. Unfortunately, it cannot escape the fact that 40% of its EBITDA comes from Nigeria. Covid-19 has exacerbated
a tough macroeconomic backdrop going into the pandemic. A low oil price, difficulty repatriating foreign exchange and a regulator hellbent
on shaking MTN down on a regular basis saw us conclude that there is better risk-adjusted opportunity in the new positions we have initiated.
We see good value in the asset management space. The UK wealth market should benefit from a secular shift away from defined benefit
retirement solutions to defined contribution retirement solutions (which increases the need for financial advice). Quilter remains extremely
well placed to capitalise on this shift. We ascribe three things to Quilter’s low current rating:
1) a fairly recent spin-off that wasn’t well covered by the market;
2) Brexit fears; and
3) Quilter replatforming their retail advised platform to a new technology provider.
All three of these factors are largely in the rear-view mirror, and we expect strong net flows to drive a rerating in its share price. We also
initiated a position in Ninety-One. Ninety-One has built strong investment franchises in a number of territories over time. Despite good fund
performance, which should aid future flows, the share trades on a compelling rating (10 times our assessment of normal earnings and a 7%
dividend yield).
We remain encouraged by the risk-adjusted opportunities we see and the potential upside within the Strategy. The current upside remains
high relative to history and suggests compelling future returns from the Portfolio.
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