CORONATION

MANAGED STRATEGY
INSTITUTIONAL STRATEGY FACT SHEET AS AT 30 JUNE 2022

LONG TERM OBJECTIVE

GENERAL INFORMATION

The Coronation Managed Strategy is an aggressive, clean slate fully
discretionary balanced portfolio. The Strategy’s objective is to outperform its
peer group or a composite benchmark over meaningful periods (defined as at
least 5 years). The Strategy is managed in accordance with the limits of
Regulation 28 of the Pension Funds Act.

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 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.

Inception Date

01 May 1996

Strategy Size †

R19.05 billion

Strategy Status

Open

Mandate Benchmark

Median of Peer Group

Dealing Frequency

Daily

Base Currency

ZAR

Regulation 28

Yes

†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)

3,775.9%

2,214.2%

1,561.7%

Since Inception p.a.

15.0%

12.8%

2.2%

Latest 20 years p.a.

13.9%

12.9%

1.0%

Latest 15 years p.a.

11.1%

9.1%

2.0%

Latest 10 years p.a.

11.2%

9.9%

1.3%

Latest 5 years p.a.

7.6%

7.0%

0.6%

Latest 1 year

3.0%

3.3%

(0.3)%

Year to date

(6.7)%

(6.6)%

(0.1)%

Month

(5.4)%

(5.2)%

(0.2)%

TOP 10 HOLDINGS

PERFORMANCE & RISK STATISTICS (Since inception)

Annualised Standard Deviation
Maximum Drawdown

Strategy

Benchmark

11.8%

11.4%

(23.5)%

(27.7)%

ASSET ALLOCATION
Asset Type

Benchmark: Median of Peer Group

% Strategy

Holding

% Strategy

RSA FIX 6.500% 280241

11.1%

CORO GBL EQUITY FOF-Z

10.3%

PROSUS

6.8%

STANDARD BANK GROUP LTD

4.1%

CORONATION GEM EQUITY FUND

3.9%

NEDBANK GROUP LIMITED

3.5%

Local Equities

57.2%

ANGLO AMERICAN PLC

3.1%

Local Bonds

17.4%

GLENCORE XSTRATA PLC

3.1%

Foreign Equities

17.4%

NASPERS LIMITED

2.9%

Local Real Estate

5.0%

SASOL LIMITED

2.8%

Local Hedge

1.2%

Foreign Bonds

0.7%

Foreign Real Estate

0.6%

Cash

0.5%
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EFFECTIVE MATURITY PROFILE*
Term

MODIFIED DURATION*
% Strategy
(incl. Cash)

% Strategy
(excl. Cash)

0 to 1 year

0.2%

1.5%

1 to 3 years

1.4%

1.4%

3 to 7 years

1.4%

1.3%

7 to 12 years

1.4%

1.3%

Over 12 years

13.4%

13.2%

Portfolio

1.2

Fixed Income Assets

7.0

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

Nic Stein - BBusSc, CA (SA), CFA

Neville is a senior member of the investment team with 25
years’ investment experience. He manages Coronation’s
Aggressive Equity Strategy and is co-manager of the
Coronation Top 20 and Market Plus unit trust funds.

Nic is a portfolio manager and analyst within the Coronation
investment team with 13 years’ investment experience. He
co-manages the Coronation Aggressive Equity and
Managed strategies as well as the Coronation Resources,
Top 20 and Market Plus unit trust funds.

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
With local and global financial markets declining materially in the first half of this year, the Strategy has generated negative returns over this
period; however, the twelve month returns remain positive. The Strategy continues to perform well against its benchmark over all meaningful
time periods.
The second quarter of 2022 (Q2-22) continued the trend of extremely volatile markets, with a bearish bias. The JSE fell just over 10% but was
a relative outperformer in global markets where the S&P 500 Index was down over 15% (in USD). The key driver of these negative moves was
the rampant inflation across the globe and the expectation that interest rates will rise significantly from current levels in order to tame inflation.
Markets appear unable to distinguish between good news and bad news, as every data point that arrives is accompanied by extreme moves,
creating very unpleasant market conditions.
While higher interest rates will clearly be negative for highly rated shares with long-dated payoff profiles, it is bullish for many financial
companies that have suffered a decade of low to negative interest rates. However, the market has been indiscriminate in its sell-off, with very
few shares or sectors delivering positive returns. The one sector that has been positive is the energy sector, where high oil and gas prices,
partly due to the sanctions from the war in Ukraine, are driving strong profit growth. However, this has not been the case for other
commodities, where we have seen a very brutal sell-off, even though the shares had never fully discounted high commodity prices before
sell-off. The apparent fear of a slowdown, due to higher interest rates, has created a sharp sell-off, even though the companies are still
generating strong cash flows at current commodity prices.
On top of the global negative sentiment, the local equity market is likely to suffer more pressure from the relaxation to Regulation 28, which
sees the offshore allowance increased to 45%. Despite the evident value in the local market, we expect a number of local funds to externalise
more assets, resulting in continued selling pressure locally until these flows have moved. We think this is not the right time to be doing this,
as the relative valuation still strongly favours domestic assets, and as a result we are using the local weakness to build holdings at attractive
valuations.
Local inflation, while outside of the South African Reserve Bank's (SARB) inflation targets, is nowhere near the extreme levels we are seeing in
the historically low inflation regions of the developed world. This is due to the generally more restrictive monetary policy applied by the SARB
compared to the rest of the world during the Covid lockdowns. As a result, we do not see an extreme rate tightening cycle in SA. Instead, we
expect one more likely to be in line with our more recent past. This contrasts strongly with developed markets, where we expect interest rates
to rise to levels not seen in well over a decade, and this will have an impact on their capital markets and economic growth.
Within our domestic equity allocation, we have added to our commodity exposure, given the unwarranted weakness we have seen in share
prices as referred to above. After having sold down our platinum group metals (PGM) exposure last year, this has been the main area where
we have added to in our strategy. The PGM basket price remains at levels where the companies will be generating significant free cash flows.
Key now is for these flows to be returned to shareholders and not wasted on peak cycle M&A. This is a key focus of our engagements with
these companies. We have sold out of the Strategy’s gold position, which worked as a defensive holding in inflationary times, and instead
have put this to work in the (now much cheaper) equity markets.
Our large holding in Naspers/Prosus was the one bright light in this quarter, as their recent announcement to deal with the structural discount
was taken positively by the market. This is our largest equity holding, which has had a torrid two years, so it was pleasing to see the strong
recovery. We expect that once the discount closes, there should still be further upside from the potential recovery in Tencent as China
emerges from its multi-year Covid lockdowns.
The past quarter also saw continued good earnings growth from our bank holdings. The economic recovery and higher interest rates helped
them recover from the negative impact of the Covid lockdowns. All of these holdings should present earnings in the next month and the
trading updates have indicated earnings are ahead of market expectations. Results should be accompanied by good dividends, helping to
drive healthy underlying returns in a market where we are unlikely to see much capital appreciation.
We have increased our global equity exposure, the majority of this being from our put protection maturing deep in the money. This derivative
protection, put on last year as global equity markets soared, has proven to be very valuable. Now that the developed markets have sold off,
we think it is appropriate to allow our exposure to rise but funded from cash. The result of this is that our equity exposure is higher than it has
been for some time, reflecting our expectation of where future returns will come from.
Even though global interest rates have started rising faster than previously expected, we still find most global debt instruments to be
expensive. The real yields are still negative and not offering much value. Our position in SA government bonds has remained fairly steady.
Credit has not repriced meaningfully and is also still not offering much value.
Property has suffered as interest rate expectations have started to rise, with global property particularly hard hit. However, given the value
opportunity in equity, we have not made meaningful moves into this market.
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In these capital markets, volatility appears to have become part of the normal course of business. We believe this is something investors will
need to become accustomed to. Long-term returns are still excellent, and one needs to be cognisant of the need to stay invested for the
long term in order to generate real, inflation-beating returns. We think valuations are currently very supportive of this objective.
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