CORONATION

GLOBAL MANAGED STRATEGY
INSTITUTIONAL STRATEGY FACT SHEET AS AT 31 MARCH 2022

LONG TERM OBJECTIVE

GENERAL INFORMATION

The Coronation Global Managed Strategy provides investors with access to the
best investment ideas from around the world, with the aim of maximising longterm capital growth. It blends individual asset selection to reflect Coronation’s
view across asset classes, regions and currencies. The intent is to remain fully
invested in foreign assets. The Strategy will hold its exposure to foreign assets in
a variety of currencies, primarily the US dollar, British pound, euro and Japanese
yen. The Strategy’s objective is to outperform the global markets as measured
by an equity-biased composite benchmark over a 5-year period.

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 November 2009

Strategy Size *

$956.8 million

Strategy Status

Open

Mandate Benchmark

60% MSCI Daily TR Net All Country World USD
(NDUEACWF Index ) and 40% Bloomberg
Barclays Global Aggregate Bond TR
Unhedged USD (LEGATRUU Index)

Redemption Terms

An anti-dilution levy will be charged

Base Currency

USD

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

GROWTH OF US$100M INVESTMENT

STRATEGY RETURNS GROSS OF FEES
Period
Since Inception (cumulative)

Strategy

Benchmark

Active Return

150.0%

133.2%

16.8%

Since Inception p.a.

7.7%

7.1%

0.6%

Latest 10 years p.a.

7.1%

6.9%

0.2%

Latest 5 years p.a.

5.8%

7.9%

(2.1)%

Latest 3 years p.a.

7.3%

8.8%

(1.5)%

Latest 1 year

(3.6)%

1.8%

(5.4)%

Year to date

(3.9)%

(5.6)%

1.7%

Month

(0.6)%

0.1%

(0.7)%

Benchmark: 60% MSCI Daily TR Net All Country World USD (NDUEACWF Index ) and 40%
Bloomberg Barclays Global Aggregate Bond TR Unhedged USD (LEGATRUU Index)

TOP 10 HOLDINGS
PERFORMANCE & RISK STATISTICS (Since inception)
Strategy
Annualised Standard Deviation
Maximum Drawdown

Holding
Benchmark

12.3%

9.3%

(16.1)%

(13.0)%

ASSET ALLOCATION
Asset Type
Equities

% Strategy
77.8%

Bonds

8.6%

Cash

7.4%

Commodities

4.6%

Property

1.6%

South Africa

% Strategy

ISHARES PHYSICAL GOLD ETC ETP USD (IRL)

4.6%

CANADIAN PACIFIC RAILWAY LTD (CAN)

3.4%

ALPHABET INC-CL A (USA)

3.3%

CHARTER COMMUNICATIONS INC-A (USA)

3.2%

BRITISH AMERICAN TOBACCO PLC (GBR)

2.8%

VISA INC-CLASS A SHARES (USA)

2.8%

JD.COM INC ADR (CHN)

2.6%

AMAZON.COM INC (USA)

2.6%

VINCI SA (FRA)

2.2%

PROSUS NA (CHN)

2.2%
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GEOGRAPHIC EXPOSURE

CURRENCY EXPOSURE

Region

% Strategy

Currency

% Strategy

North America

42.3%

USD

71.0%

Europe

26.0%

EUR

16.1%

CEEMEA

10.7%

GBP

9.3%

Asia

10.3%

JPY

1.2%

LATAM

2.9%

TWD

1.2%

Japan

1.2%

CNY

(1.6)%

Other

6.6%

Other

2.8%

PORTFOLIO MANAGERS
Louis Stassen - BSc, BCom (Hons), CFA

Neil Padoa - BEconSc, FFA, CFA

Louis is a founding member and former Chief Investment
Officer of Coronation, with 32 years’ investment experience.
He is a key decision maker within the global investment
team and co-manager across all Global Multi-Asset Class
strategies.

Neil is a portfolio manager and head of Global Developed
Markets. He joined Coronation in May 2012 and has 14
years’ investment experience.

Humaira Surve - BScEng, MBA, CFA
Humaira is a portfolio manager within the Global Developed
Markets team, responsible for co-managing the Coronation
Global Equity Select, Active Global Equity and Global
Managed strategies. Humaira has 10 years' investment
experience.

FUND MANAGERS
Please contact Coronation for further information
Gus Robertson

Liesl Abrahams

International Client Service Fund Manager
tel: +27 21 680 2443
email: grobertson@coronation.com

International Client Service Fund Manager
tel: +27 21 680 2849
email: labrahams@coronation.com

REGULATORY DISCLOSURE AND DISCLAIMER
The Prospectus of Coronation Global Opportunities Fund and Fund KIID can be sourced on the following link: https://www.coronation.com/en/institutional/strategy-information/literature/ucits-fundlibrary/umbrella-fund and a Summary of Investor Rights can be sourced on the following link: https://www.coronation.com/en/institutional/about-us/ucits-v-disclosure/.
Coronation Investment Management International (Pty) Limited is an investment adviser registered with the United States Securities and Exchange Commission (“SEC”). An investment adviser’s registration with
the SEC does not imply a certain level of skill or training. Additional information about Coronation Investment Management International (Pty) Limited is also available on the SEC’s website at
https://www.adviserinfo.sec.gov. The information in this document has not been approved or verified by the SEC or by any state securities authority. Coronation Asset Management (Pty) Limited, Coronation
Investment Management International (Pty) Limited and Coronation Alternative Investment Managers (Pty) Limited are also regulated by the Financial Sector Conduct Authority of South Africa.
This material is for information only and does not constitute or form part of any offer to issue or sell, or any solicitation of any offer to subscribe for or purchase an investment in the Strategy, nor shall it or the
fact of its distribution form the basis of, or be relied upon in connection with, any contract for investment in the Strategy. Any such offer shall only be made pursuant to the provision of further
information/prospectus in relation to the Strategy. The Strategy is subject to management, administration and performance fees. Past performance is not necessarily a guide to future performance. Investors
may not receive back the full amount invested and may suffer capital loss. Investments in the Strategy may not be readily realisable. Opinions expressed in this document may be changed without notice at any
time after publication. Nothing in this document shall constitute advice on the merits of buying and selling an investment. All income, capital gains and other tax liabilities that may arise as a result of investing in
the Strategy, remain that of the investor.
The volatility of the Benchmark represented in the growth chart above may be materially different from that of the Strategy. In addition, the holdings in the accounts comprising the Strategy may differ
significantly from the securities that comprise the Benchmark. The Benchmark has not been selected to represent an appropriate benchmark to compare the Strategy’s performance, but rather is disclosed to
allow for comparison of the Strategy’s performance to that of a well-known and widely recognized Benchmark.
The information contained herein is not approved for use by the public and must be read together with our Disclaimer that contains important information. If you are in possession of a physical copy of this
document and you are unable to access our Disclaimer online, kindly contact us at cib@coronation.com and a copy will be sent to you via email.
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REVIEW FOR THE QUARTER
Global equity markets (as measured by the MSCI All Country World Index) were weak during the first quarter (Q1-22), falling 5.4%. The
S&P 500 Index outperformed the global index, and both emerging markets and Europe underperformed; the latter performing more
poorly post Russia’s invasion of Ukraine in late February. Inflation surprised to the upside, with US CPI reaching 8.5% at the end of
March, preceding rapid increases in interest rates. The US 10-year government bond yield rose from 1.5% to 2.3% in the quarter. The
bond market fared even worse than equity markets, with the bond index (Bloomberg Barclays Global Aggregate Bond Index) declining
6.2% in the quarter.
Against the backdrop of weak equity and bond market returns, the Strategy declined -3.9% in Q1-22, outperforming the benchmark
by 1.7%, but not yet sufficient to recapture the underperformance of the second half of 2021.
For the quarter, the primary contributors to return were:
•
•
•
•

commodity equities, excluding gold, which returned 42% in the quarter, and gold, which returned 9%;
property, which returned 7%;
infrastructure, which returned 4%; and
fixed income, which returned 2%, where we do not have developed market nominal bond exposure.

Equity holdings detracted, returning -7.6% in the quarter.
Anthem and UnitedHealth, the US health insurers, were both positive contributors to performance during Q1-22 as several market
fears proved unfounded.
First, concerns about increasing medical loss ratios (medical costs as a percentage of revenue) were allayed. Both stocks benefited
from the decline in Omicron infection levels during the quarter and intra-quarter commentary from Anthem that medical costs were
developing better than their internal expectations. Should any significant unexpected pent-up medical procedure demand emerge,
the insurers can reprice their business over the coming years and we would expect little impact on the long-term earnings power of
these businesses.
Secondly, at the same conference appearance Anthem reiterated that they were seeing one of their best commercial enrolment
seasons ever, further evidence that its strategy of reinvesting into benefit structures and product offerings under CEO Gail Boudreaux
is delivering results.
Fears that the Biden administration would seek to limit Medicare Advantage rate increases proved unfounded, highlighting the
bipartisan political support for the program. After quarter-end, the final rate updates for Medicare Advantage, the first under the
Biden administration, were notably better than feared. Medicare Advantage is a large and growing business for UnitedHealth and a
growing contributor for Anthem.
Finally, the health insurance stocks also appeared to benefit from a rotation away from growth toward defensive stocks. Medical
spending in the US has remained resilient during past periods of economic dislocation. The health insurers’ earnings stream is thus
largely, albeit not entirely, disconnected from the economic cycle. They are also modest beneficiaries of higher interest rates due to
the large statutory capital and insurance float balances they hold to cover medical claims payable, upon which they earn interest
income.
The principal near-term risk is the looming Medicaid enrolment reverifications that will occur once the public health emergency in the
US is declared over. Reverification is the process to ensure that only those eligible for Medicaid are enrolled in it. The companies were
allowed to delay reverification during the pandemic to assist citizens through the difficult period. Medicaid is a sizable business for
Anthem, but its diversified presence across all health insurance segments should see it recapture its fair share of lost Medicaid
enrolment, potentially at more attractive margins.
Given the strength in the stocks, the margin of safety has reduced, but we believe they still offer attractive compounding long-term
returns, with earnings expected to grow in the low- to mid-teens per year over the medium term.
Auto1 was a significant detractor in the quarter. However, the strategic progress of the business has been sound since its IPO.
To illustrate, revenue and gross profit grew by 69% and 51% respectively in 2021. Auto1 sold 597,000 cars during the year, making it
the biggest trader of cars across the European Union (EU). That said, their current market share of EU wholesale and retail unit sales
is only 2%, which highlights the significant long-term growth opportunity in a large and highly fragmented market that is ripe for
disruption. The CEO, who is also a founder of the business, targets a 10% market share long-term.
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Growth was especially strong in Autohero which is Auto1’s recently launched consumer-facing online used car retail platform. Giving
consumers the confidence to buy used cars online is key to unlocking the significant long-term growth potential, given that online 1%
of consumers make online purchases of cars in Europe, making used cars one of the last frontiers for online retail. Autohero unit sales
increased by 308% in 2021, with the company expecting volumes to double this year. Unit economics are also improving. Gross profit
per car increased by 64% last year to €362 but there is still significant runway for further improvement. Guidance for Q1-22 gross profit
per unit is €700. Its Net Promoter Score (NPS) increased from 53 to 69 during the year. The improved unit economics and NPS give
us confidence that Auto1 is on the right track to unlocking the opportunity ahead of it.
Auto1 is currently loss-making at the group level, given the significant investment in marketing and the Autohero business’s in-house
refurbishment. Both are bearing fruit, with brand awareness growing strongly and the company seeing cost savings of 30% from
refurbishing in-house rather than through external vendors - a key driver of the GPU improvement. The company is well capitalised
(€721m net cash), which provides the necessary firepower for the investments phase. Auto1 guided that it will reach EBITDA breakeven
by the end of 2023 due to the benefits of its growing scale and ongoing improvement in unit economics.
Auto1 is a long duration asset, but one that is solving real problems: lowering prices for consumers and dealers and dramatically
improving the consumer experience of purchasing used cars. We think it is attractively valued, with significant upside at current prices.
At quarter-end, the Strategy was positioned as follows:
•
•
•
•
•
•

67.8% in equity, which includes commodity equity exposure of 4.5%;
7.1% in property and infrastructure investments;
7.4% in high yield fixed income;
6.4% in inflation-linked investments (gold and inflation break-evens);
3.6% in merger arbitrage; and
7.7% in investment-grade fixed income.

We have sought to construct a fundamentally diversified portfolio with a tilt towards inflation protection, as can be seen in the
Strategy’s skew to growth assets and lack of exposure to developed market nominal bonds. Our view is that high government debt
levels and low interest rates have created a poor risk-reward trade-off in nominal developed market government bonds, which make
up 60% of the fixed income component of the benchmark. The risks in this asset class have become more evident in the quarter as
inflation has surprised to the upside and nominal bonds have rapidly repriced.
Thank you for your continued support and interest in the Strategy.
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