
DOMESTIC HOUSEVIEW STRATEGY
INSTITUTIONAL STRATEGY FACT SHEET AS AT 30 SEPTEMBER 2022

CORONATION

TOP 10 HOLDINGS

Holding % Strategy

RSA FIX 9.000% 310140 10.1%

PROSUS 7.1%

GLENCORE XSTRATA PLC 5.2%

ANGLO AMERICAN PLC 4.3%

STANDARD BANK GROUP LTD 4.1%

FIRSTRAND LIMITED 3.1%

COMPAGNIE FINANCIERE RICHEMONT SA 2.9%

MTN GROUP LIMITED 2.9%

SASOL LIMITED 2.7%

NASPERS LIMITED 2.6%

GROWTH OF R100M INVESTMENT

Benchmark: 65% FTSE/JSE Africa Capped Shareholder Weighted Index (Capped SWIX); 25% JSE 
ASSA All Bond Index (ALBI) and 10% Short Term Fixed Interest 3-month Index (STeFI 3m)

GENERAL INFORMATION

Inception Date 01 January 1998

Strategy Size † R15.73 billion

Strategy Status Open

Mandate Benchmark 65% FTSE/JSE Africa Capped Shareholder 
Weighted Index (Capped SWIX); 25% JSE 
ASSA All Bond Index (ALBI) and 10% Short 
Term Fixed Interest 3-month Index (STeFI 3m)

Dealing Frequency Daily

Base Currency ZAR

Regulation 28 Yes

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

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. The Portfolio is constructed 
on a clean-slate basis based on the relative risk-adjusted upside to fair value of 
each underlying asset. 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.

INVESTMENT APPROACH

STRATEGY RETURNS GROSS OF FEES

Period Strategy Benchmark Active Return

Since Inception (cumulative) 2,530.5% 1,449.6% 1,080.9%

Since Inception p.a. 14.1% 11.7% 2.4%

Latest 20 years p.a. 14.6% 11.9% 2.7%

Latest 15 years p.a. 10.0% 8.3% 1.7%

Latest 10 years p.a. 9.4% 7.9% 1.5%

Latest 5 years p.a. 7.2% 5.4% 1.8%

Latest 1 year 3.0% 1.9% 1.1%

Year to date (4.8)% (4.3)% (0.5)%

Month (3.3)% (3.0)% (0.3)%

ASSET ALLOCATION

Asset Type % Strategy

Equities 75.1%

Bonds 19.6%

Property 3.0%

Hedge Funds 1.2%

Cash 1.1%

PERFORMANCE & RISK STATISTICS (Since inception)

Strategy Benchmark

Annualised Standard Deviation 12.7% 12.5%

Maximum Drawdown (29.9)% (32.3)%

LONG TERM OBJECTIVE

The Coronation Domestic Houseview Strategy is a clean slate fully discretionary 
portfolio, which represents our best investment view for a domestic balanced 
portfolio in all major domestic asset classes – equities, property, bonds and cash. 
The Strategy's objective is to deliver the best risk-adjusted returns available 
across all the listed asset classes. In achieving this it aims to outperform the 
benchmark over meaningful periods (defined as at least 5 years).
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MODIFIED DURATION*

Portfolio 1.4

Fixed Income Assets 6.7

EFFECTIVE MATURITY PROFILE*

Term % Strategy 
(incl. Cash)

% Strategy 
(excl. Cash)

0 to 1 year 1.1% 3.1%

1 to 3 years 0.1% 0.1%

3 to 7 years 1.0% 0.9%

7 to 12 years 2.6% 2.6%

Over 12 years 15.9% 15.6%

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 equities, property and preference shares.

PORTFOLIO MANAGERS

Karl Leinberger - BBusSc, CA (SA), CFA

Karl is Chief Investment Officer (CIO) and manager of 
Coronation’s Houseview strategies. He joined Coronation in 
2000 as an equity analyst, was made Head of Research in 
2005 and became CIO in 2008. Karl has 22 years’ investment 
experience.

Sarah-Jane Alexander - BBusSc, CFA

Sarah-Jane manages assets within the Coronation 
Houseview Equity Strategy. She also co-manages 
Coronation’s Houseview balanced strategies and has 
research responsibilities across a range of financial services 
and hospital stocks, among others. Sarah-Jane joined 
Coronation in 2008 as an equity analyst and has 18 years’ 
investment experience.
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REVIEW FOR THE QUARTER 

The Strategy outperformed over the recent quarter and performed well against its peer group over all meaningful time periods. 

After a tough first half of the year, markets showed brief respite in the first weeks of the third quarter. However, the latter part of the 

quarter saw broad weakness across asset classes as worries that plagued markets during the first half of the year (high inflation, rising 

rates and slowing growth) resurfaced. The MSCI World Index declined -6% for the quarter (dragging year-to-date returns to -25%).  

The commitment of central banks to contain inflation (even at the cost of rising unemployment and potential recession) surprised 

markets during the quarter. Higher inflation and bigger rate hikes weighed on bond yields, with the Bloomberg Barclays Global 

Aggregate Bond Index declining -7% in US dollars for the quarter (YTD -20%).  

The ongoing Russian invasion of Ukraine has kept energy prices as well as geopolitical tensions high, with increasing polarisation 

between NATO and the rest of the world. US Speaker Nancy Pelosi’s third-quarter visit to Taiwan created further unease given China’s 

commitment to Taiwan “reunification”. China continues to stick to its zero-Covid policy despite the economic cost. This weighed on 

the MSCI Emerging Markets Index which underperformed MSCI World Index with a -12% decline for the quarter (bringing YTD declines 

to -27%). The commodity basket experienced broad price declines given the ramifications of slower Chinese economic growth. Energy 

commodities were a notable exception and remain elevated. A recession in Europe looks increasingly likely against this backdrop. 

The United Kingdom, under its new prime minister, announced an aggressive fiscal response (including energy subsidies and tax cuts) 

to these challenges. A negative reaction to these unfunded tax cuts saw the pound weakening, the gilt market collapse and further 

weakness in UK equities. 

South Africa’s (SA) economy has benefited from a strong commodity cycle over the last few years, but a slowing China poses a 

meaningful headwind. Underinvested infrastructure and poorly-run state entities continue to hamstring the economy. Transnet’s 

incompetence is undermining export volumes, while record levels of loadshedding at Eskom inhibit growth and undermine 

confidence. Years of insufficient maintenance at Eskom mean the grid remains fragile and power supply constrained. 

Despite the structural challenges facing SA, we believe South African assets are cheap, pricing in very modest expectations. SA 

corporates are resilient, accustomed to operating in a stagflationary environment. We are seeing this play out in recent earnings 

releases, which are generally in line with our expectations. This creates a sufficient margin of safety to make these attractive 

investments. SA bonds offer attractive yields (in both nominal and real terms) relative to emerging market peers and cash alternatives. 

The JSE All Bond Index delivered a return of 1% for the quarter (-1% YTD). 

The FTSE/JSE Capped Swix Index declined -2% during the quarter (-7% YTD), performing ahead of the MSCI World Index in USD YTD 

(-18% for the Capped Swix vs -21% for the MSCI World). We believe SA equities are cheap, offering broad value across resources, 

global stocks listed on the JSE, and domestics.  

The resource sector declined -1% in the third quarter, leaving the sector down -6% for the year. These numbers belie the divergence 

in performance we have seen. The scramble by European countries to replace Russian energy supply with alternatives has kept energy 

prices elevated. The spike in demand for ex-Russia product comes on the back of several years of limited investment in supply given 

decarbonisation targets. Near term, these targets have had to be compromised to secure Europe’s energy needs for the winter, with 

heating restrictions already in place across several countries. For the year to date (YTD), the prices of oil (+13.1% YTD), gas (+116.6% 

YTD) and coal (+155.7% YTD) have all risen meaningfully. 

Energy producers offer attractive free cash flows, given the tightness in near-term markets and are expected to return a significant 

portion of their market capitalisation in the form of dividends in the coming years. We have used the increased offshore capacity 

created by recent changes to Regulation 28 to diversify our energy holdings across a broader basket that includes cheaply priced 

global names. This will reduce company-specific risk while retaining exposure to a market we believe will remain tight. 

The portfolio continues to hold large positions in diversified miners − Glencore and Anglo American. Both offer attractive free cash 

flow streams, even at more normal commodity prices. Despite looming threats of recession, we expect commodity markets to remain 

tight. A lack of investment in prior years will limit supply while a transition to a lower carbon future supports robust commodity demand. 

The financials index returned -4% for the quarter (YTD -5%) as bank earnings delivered an ongoing recovery. Drivers of recent results 

included advances growth, contained credit losses, growing African operations and the endowment benefit from higher rates. The 

portfolio has reasonable exposure to the banks via FirstRand (+2% YTD), Standard Bank (+10% YTD), Nedbank (+22% YTD), and more 

recently Absa (+23% YTD). Absa has been reinvigorated post their separation from Barclays. The retail business has stabilised its 

market share and is writing new business at good returns. The recently appointed group CEO comes from the retail division, and we 

look forward to further gains as the group benefits from his leadership. Life insurers (-7% Q3-22/-16% YTD) have seen more challenging 
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trading as the businesses face low growth and competitive pricing in risk while Covid-related mortalities have inflated claims. Weak 

markets are a further headwind. The Strategy does not own the life insurers, preferring positions in the banks and other financials.  

Industrials returned -1% for the quarter (YTD -17%), with major constituents, Naspers and Prosus down (-4%/-10% for the quarter and 

-8%/-27% YTD). Whilst headwinds in China continue, the open-ended buyback programme announced by Naspers and Prosus during 

the second quarter is well underway and should deliver considerable value. The portfolio continues to hold several global businesses 

listed in SA that we believe offer sizeable value. Examples include British American Tobacco, Bidcorp, and Richemont. Given increasing 

offshore capacity, these holdings have been supplemented with offshore names that offer comparable value. In luxury we have added 

Capri, which is trading on a high single-digit price earnings ratio whilst achieving strong brand traction and pricing power. In China 

tech we have added JD.com, a well-positioned ecommerce platform with strong logistics infrastructure.  

Domestic stocks offer attractive stock picking opportunities, with low expectations and undemanding valuations. Many trade on very 

high dividend yields. The JSE has seen several buyouts by international bidders in the last few years, underlining the value on offer. 

During the current year, both Mediclinic and Massmart have received buy-out offers. Given the low valuations, buybacks are another 

effective way of creating value for shareholders. We have seen sizeable purchases of shares by management teams at Lewis and Motus 

(both held in the Strategy).  

Our emphasis within the portfolio has been on finding businesses that can prosper even in a low growth economy. Examples of these 

include RMI and Transaction Capital (TCP). RMI’s core holding is OUTsurance, which offers strong growth prospects, particularly in 

Australia, and can pay out the bulk of its earnings while growing. With regards to TCP, we expect the WeBuyCars business to continue 

to gain market share given its convenient and trusted consumer offer. Management is working hard to build a new technology-led 

platform in the TCRS business to service global clients. We added to TCP during the quarter. 

The portfolio has moderate property exposure, preferring to use its risk budget in equities and bonds. The property sector has lagged 

equities both YTD (-17%) and since pre-Covid (3-year compound annual growth rate of -9%). The medium-term outlook remains 

subdued as a weak economy and structural shift in demand from increasing digital engagement and work-from-home trends 

undermine rental tension.  

As always, our commitment to long-term investing and a disciplined valuation-based approach remains the bedrock of our investment 

process. While headwinds exist in both global markets and the domestic economy, we believe growth assets are well priced for the 

risks and offer attractive returns off these low starting prices.  
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