CORONATION

AGGRESSIVE EQUITY STRATEGY
INSTITUTIONAL STRATEGY FACT SHEET AS AT 31 MARCH 2022

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 †

R20.88 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)

2,029.9%

1,339.0%

690.9%

Since Inception p.a.

16.4%

14.1%

2.3%

Latest 20 years p.a.

16.4%

13.9%

2.5%

Latest 15 years p.a.

12.0%

9.8%

2.2%

Latest 10 years p.a.

11.9%

10.7%

1.2%

Latest 5 years p.a.

11.0%

8.2%

2.8%

Latest 1 year

18.5%

20.4%

(1.9)%

Year to date

4.8%

6.7%

(1.9)%

Month

0.7%

1.5%

(0.8)%

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

% Strategy

Average Annual Return

ANGLO AMERICAN PLC

9.3%

Tracking Error

PROSUS

8.4%

Information Ratio

NEDBANK GROUP LIMITED

8.1%

Annualised Standard Deviation

STANDARD BANK GROUP LTD

8.0%

Maximum Drawdown

GLENCORE XSTRATA PLC

4.7%

MOMENTUM METROPOLITAN HOLDINGS

4.3%

BRITISH AMERICAN TOBACCO PLC

4.2%

EXXARO RESOURCES LTD

3.6%

SASOL LIMITED

3.5%

ANGLOGOLD ASHANTI LIMITED

3.4%

South Africa

Strategy

Benchmark

17.6%

15.4%

4.5%
0.5
14.9%

15.0%

(32.7)%

(37.0)%

TRACKING ERROR
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SECTOR EXPOSURE
Sector

% Strategy

Sector

% Strategy

Financials

28.6%

Energy

3.6%

Basic Materials

28.2%

Consumer Staples

3.0%

Consumer Services

13.2%

Health Care

3.0%
0.8%

Technology

9.1%

Industrials

Consumer Goods

6.6%

Interest Bearing

Telecommunications

4.1%

(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 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.
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REVIEW FOR THE QUARTER

The Strategy generated pleasing returns over the quarter. The Strategy’s long-term performance remains pleasing against both the
peer group and the benchmark.
For the quarter, our commodity and bank positions contributed to performance, while Naspers and Quilter detracted.
News flow for the quarter was dominated by Russia’s invasion of Ukraine and the Fed entering a tightening cycle on the back of high
inflation.
Russia’s invasion caused material dislocations in a number of commodity markets. Russia produces 40% of the world’s palladium and
10-20% of key energy commodities like coal, gas and oil. It is also a reasonably sized nickel, copper and iron ore producer. Price
increases have been the most notable across the energy complex, which relies on massive transport and distribution infrastructure.
This means that any disruptions to trade flows are very difficult to overcome. For example, Russia rails coal 5 000km west to the coast,
where it gets exported (primarily to Europe). If buyers refuse Russian coal, it is difficult to reroute this coal to a new region.
South Africa (SA) finds itself in a fortunate position in that we produce similar commodities to those impacted (PGMs, thermal coal,
iron ore). As such, SA-listed miners will be material beneficiaries from price increases in these commodities. The fiscus also stands to
benefit from materially higher tax collection.
We added Sasol to the Strategy early in the quarter. Before the invasion, we were of the view that oil markets were tight on the back
of underinvestment in new supply. We were also encouraged by supply discipline from US shale producers. This should be supportive
of oil prices in the medium term. The invasion is likely to tighten oil markets further, given that Russia produces over 10% of the world’s
oil, and we have seen several countries announce embargoes on Russian oil. Sasol’s balance sheet is now in a much healthier position.
We added MTN and Richemont to the Strategy over the quarter. We sold out of MTN last year over concerns about MTN Nigeria,
where MTN struggled to repatriate money out of the country and appeared to be a frequent target of the regulator. Over the last
year, MTN has been able to repatriate money out of Nigeria and seems to have a far better working relationship with the regulator.
The fact that a portion of their stake was sold to locals is likely to have contributed. MTN Nigeria has also just been awarded a Mobile
Money licence. This is a potentially very lucrative profit pool in which MTN can now compete. The success of M-Pesa in Kenya highlights
the value here if execution is sound. Lastly, Nigeria is an oil-exporting country, and thus the elevated oil price provides macroeconomic
tailwinds to the Nigerian economy. MTN’s Iran business also looks like it can have a value ascribed to it, as US-Iran relations improve
under the Biden administration.
Richemont fell 25% over the quarter on the back of the Russia-Ukraine invasion, over fears of reduced consumer willingness and ability
to spend money on luxury goods. While we don’t know how this plays out in the medium term, we do know that previous sell-offs post
big global events like 9/11 and the Global Financial Crisis have proved to be good buying opportunities. The long-term trend of
jewellery sales shifting from unbranded to branded should see Richemont (with its strong brands) deliver strong sales and earnings
growth for a long period of time. As such, we think the 17 times forward multiple (excluding cash and YOOX Net-a-Porter losses)
provides an attractive entry point. We sold out of Bidcorp, which has performed well on the back of the ‘re-opening trade’, on the
view that Richemont offers better risk-adjusted return prospects.
Domestically, SA finds itself in a (relatively) better position than three months ago. High inflation will be a headwind felt globally. As
SA’s commodity mix is similar to that of Russia, it causes us to benefit from higher prices of these commodities disproportionally. This
gives the government some wiggle room to provide consumers relief and keep government debt to GDP in check, even if this isn’t a
permanent benefit. In addition, SA’s relative standing within an emerging market context has risen as Russia has become persona non
grata. This should benefit flows into SA assets.
Notably, the SA banks have performed very well this quarter. Loan growth has been improving post-Covid, while bad debts remain
below mid-cycle and they remain very well provisioned. As we move into a rate rising cycle, bank earnings benefit materially from the
endowment effect. This benefit accrues more to Nedbank and Standard Bank than to peers. Standard Bank’s African business has
performed well and is one of the rare successes of SA companies expanding internationally. We expect this to receive more attention,
especially as a number of African countries benefit from the high commodity prices we have been experiencing. Despite the run in
the banks, ratings are undemanding (circa 9 times forward PE) as well as strong dividend yields (circa 6%).
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