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Asset Class Returns 

 

Source: Bloomberg and PortfolioMetrix 

Asset Class Underlying Index CCY / 
Price

Mar 2022 Q1 2022 1 Year 3 Years 
Annualised

5 Years 
Annualised

South African Asset Returns (Rand)
Local Equity FTSE/JSE All Share ZAR 0.0% 3.8% 18.6% 14.2% 11.4%
Local Equity FTSE/JSE SWIX ZAR 1.3% 5.7% 12.9% 10.7% 8.3%
Local Equity FTSE/JSE Capped SWIX ZAR 1.5% 6.7% 20.4% 11.9% 8.1%
Local Bonds BEASSA All Bond (SA Bond) ZAR 0.5% 1.9% 12.4% 8.4% 8.9%
Local Property FTSE/JSE SA Listed Property ZAR 5.1% -1.3% 27.1% -3.8% -4.9%
Local Cash SteFI ZAR 0.4% 1.0% 3.9% 5.2% 6.1%
Local CPI SA CPI ZAR 0.6% 1.4% 5.7% 4.4% 4.2%
Global Equity MSCI AC World ZAR -3.1% -13.0% 6.8% 14.8% 14.2%
Global Bonds Bloomberg Barclays Global Agg ZAR -8.3% -14.1% -7.4% 3.7% 3.5%
Global Property FTSE EPRA Nareit Developed Rental ZAR -0.7% -12.2% 15.7% 7.0% 8.7%
Resources FTSE/JSE Resources ZAR -1.1% 19.0% 32.7% 27.7% 26.7%
Industrials FTSE/JSE Industrial ZAR -4.3% -13.1% -2.6% 7.8% 5.0%
Financials FTSE/JSE Financial ZAR 14.8% 20.8% 50.1% 8.2% 7.0%
SA Large Cap Top 40 ZAR -0.8% 3.6% 17.6% 15.0% 12.4%
SA Mid Cap Mid Cap ZAR 6.3% 6.9% 26.0% 10.0% 5.6%
SA Small Cap Small Cap ZAR 4.8% 4.0% 36.5% 18.0% 6.0%

Global Asset Classes Underlying Index CCY / 
Price

Mar 2022 Q1 2022 1 Year 3 Years 
Annualised

5 Years 
Annualised

Global Equities
Developed Equity MSCI World USD 2.8% -5.1% 10.6% 15.5% 13.0%
Emerging Market Equity MSCI Emerging Markets USD -2.3% -7.0% -11.2% 5.2% 6.3%
S&P 500 S&P 500 Index USD 3.7% -4.6% 15.6% 18.9% 16.0%
Dow Jones Dow Jones Industrial Average USD 2.5% -4.1% 7.1% 12.6% 13.4%
Nasdaq NASDAQ Composite Index USD 3.5% -8.9% 8.1% 23.6% 20.4%
FTSE 100 FTSE 100 Index GBP 1.4% 2.9% 16.1% 4.9% 4.5%
STOXX Europe 600 STOXX Europe 600 Price Index EUR EUR 1.1% -5.9% 9.2% 9.6% 7.0%
CAC CAC 40 Index EUR 0.1% -6.7% 12.3% 10.4% 8.4%
DAX Deutsche Boerse German Stock Index EUR -0.3% -9.3% -4.0% 7.7% 3.2%
Hong Kong HSI Hong Kong Hang Seng Index HKD -2.8% -5.7% -20.4% -6.0% 1.5%
Nikkei Nikkei 225 JPY 5.7% -2.6% -3.0% 11.5% 10.1%
Shanghai SE Shanghai Stock Exchange Comp Index CNY -6.1% -10.6% -3.5% 4.1% 2.5%
SA ALSI FTSE/JSE All Share - Return in USD USD 5.5% 13.0% 19.6% 13.7% 9.5%
MSCI South Africa MSCI South Africa Index USD USD 7.6% 20.1% 11.7% 8.7% 5.8%

Currencies
Rand/Dollar ZAR/USD 14.61 5.2% 9.2% 1.1% -0.2% -1.7%
Rand/Pound ZAR/GBP 19.20 7.2% 12.3% 6.1% -0.5% -2.6%
Rand/Euro ZAR/EUR 16.17 6.7% 12.1% 7.3% 0.2% -2.4%
US Dollar Index DXY 98.31 1.7% 2.8% 5.4% 0.4% -0.4%
Euro/Dollar EUR/USD 1.11 -1.4% -2.7% -5.7% -0.5% 0.8%
Dollar/Yen USD/JPY 121.70 5.8% 5.8% 9.9% 3.2% 1.8%
Pound/Dollar GBP/USD 1.31 -2.1% -2.9% -4.7% 0.3% 0.9%

Commodity Prices (USD)
West Texas Oil WTI Crude $100.28 7.3% 35.6% 82.3% 22.4% 13.7%
Brent Crude Oil Brent Crude $107.91 6.9% 38.7% 69.8% 16.4% 15.4%
Gold Gold Spot   $/Oz $1,937 1.5% 5.9% 13.5% 14.4% 9.2%
Platinum Platinum Spot  $/Oz $986 -5.8% 1.8% -16.9% 5.1% 0.7%
Palladium Palladium Spot  $/Oz $2,268 -9.0% 19.1% -13.7% 17.9% 23.2%
Copper LME Copper Spot ($) $10,368 4.5% 6.4% 18.0% 16.9% 12.3%
Iron Ore 62% Generic 1st 'SCO' Future $151 6.2% 34.1% -9.6% 20.7% 11.7%
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2022 began with further concerns around rising inflation and nervousness around a build-up of Russian forces at 
the border of Ukraine which drove oil prices higher. Inflation continued to rise almost worldwide to levels not 
seen for 30 years in developed markets. To combat this, central banks began guiding towards much faster rate 
rises than markets had previously expected. This led to rising bond yields and falling bond prices as well as a sell-
off in more highly priced equities in January.  

February 2022 will sadly be remembered as the month that Russia invaded Ukraine. In addition to the deeply 
troubling impact on human lives, markets took fright, leading to a sell-off in equities. Gas and oil prices spiked 
towards the end of the month given how big an energy exporter Russia is, after already having risen in response 
to rising tensions and low gas inventories. This has served to push global inflation expectations up and global 
growth expectations down.  

March saw the world coming to terms with the atrocity of war in Ukraine, albeit heartened by the resilience of the 
people of Ukraine. There was a glimmer of optimism towards the end of the month as Russia seemed to signal 
that their ‘military operation’ was nearing an end. Markets rightly treated this with scepticism, but the month also 
saw investors begin to refocus on inflation and central bank tightening as the key risk to investments. 

Overall, the first quarter saw generally poor market performance across most asset classes, with the main 
exception of commodities and commodity exposed equities and regions (like South Africa). Commodities tend to 
benefit from higher inflation, but prices rose further because of shortages resulting from sanctions on commodity 
exporting Russia after their invasion of Ukraine. Ukraine plays an important role in commodity markets too, with 
it making up 15% of global grain exports1 and, prior to the invasion, was considered a true world leader in 
agricultural exports as “the breadbasket of Europe”2.  

 

Q1 drivers 

 

Slowing growth, higher inflation (exacerbated by Russia / Ukraine war) 

Stagflation concerns were present prior to Russia’s invasion of Ukraine and these risks have escalated since. The 
west was underpinned by a likely scenario of strong economic recovery and growth with inflationary pressures 
present but likely to recede in the medium term. This has changed quite dramatically since, as the additional 
effects on food and energy prices feed through the system, dampening growth prospects materially. The risks of 
stagflation have increased considerably but some regions are more vulnerable than others. If we couple this with 
elevated geopolitical risks, we start to get a wider range of scenarios with increased downside risks.  

This is present in the discussions we have had with external managers, particularly those in the European region 
where the effects of the war have been more acutely felt. Below is a graphic from JP Morgan visually representing 
their thoughts around economic growth and the probabilities around each outcome. Uncertainty has increased 
substantially with downside scenarios more likely in a hostile environment: 

 
1 https://www.visualcapitalist.com/visualizing-ukraines-top-trading-partners-and-products/   
2 https://en.as.com/en/2022/03/01/latest_news/1646154375_952794.html  
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Uneven Effects 

Although global growth is at risk, certain regions / countries are better placed than others in managing the 
potential knock-on effects. If we stick to the west there are clearly certain strategic advantages that the US 
economy has over Europe under a scenario of a protracted war in Ukraine. Although the speed of price increases 
and the basket of goods directly affected are generally growth damaging, there remains a greater cushion for the 
US and its consumers.  

 

Firstly, the US is essentially self-sufficient in oil due to growth in the US shale industry over recent years. Net 
imports of oil have fallen dramatically since their peak in the late 70’s and are now at 0% as a share of GDP. 
Secondly, the share of household budget towards energy has been declining for years and, as at the end of 
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February 2022, accounted for only 4% of consumer spending. This is significantly lower than previous decades 
and shields US consumers somewhat, at least on relative terms, from the rise in energy prices.  

This diminished vulnerability to an oil shock, combined with substantial pent-up demand for services and workers, 
should allow the economy to keep growing despite the disruptive effects of the war in Ukraine. 

 

China Risks 

China’s zero-Covid policy has been highlighted before as a risk to the Chinese economy and this seems to 
continue as the Chinese struggle to control the highly transmissible Omicron variant in some of their largest and 
economically important cities. The lockdowns currently in place in the huge cities of Shanghai and Shenzhen 
have placed a spotlight on the government’s ability to control the virus as well as maintain reasonable growth. 
The size and scale of a city like Shanghai is difficult to comprehend but, in an attempt to do so, here are some 
facts and figures: 

 Shanghai is home to roughly 24.9 million people. This is only slightly less than Australia’s population of 
25.7 million 

 It’s annual GDP of $680bn is between that of Sweden ($661bn) and Poland ($720bn) and dwarfs South 
Africa’s annual GDP of $335bn 

 Shanghai is home to one of the world’s busiest ports and third busiest cargo airport 
 It accounts for 7.3% of China’s exports and 14.4% of imports 

The aggressive and sweeping lockdowns in some of the world’s largest cities are undoubtedly detrimental to the 
Chinese economy and the global economy. Other investor concerns around China are: 

 China’s involvement in the Russia / Ukraine crisis 
 The now longstanding regulatory crackdowns plaguing Chinese companies  

Each one of these factors on their own would dent investor confidence but having them at play all at once 
certainly places the markets on edge and we have seen Chinese equities continue to underperform in 2022. 

 

Source: Financial Express, PortfolioMetrix 

QUARTERLY MACROECONOMIC DATA 

GDP figures released in the first quarter were for Q4 2021 and were generally positive as economies continued to 
recover from Covid disruption. Inflation generally increased during the first quarter, in many cases to levels not 
seen for decades. Unemployment generally fell as economies continued their recovery from Covid. 
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MONETARY POLICY (RATES & EXTRAORDINARY MEASURES) 

The first quarter of 2022 saw dramatic tightening by a number of developed and emerging market central banks. 
The US Federal Reserve raised rates by 0.25%, stopped quantitative easing (stopped buying US bonds) and 
dramatically increased their guidance around future rate rises, while the Bank of England tightened rates by 0.5% 
and began to reverse its quantitative easing. Almost the sole exception was the Chinese central bank, which 
loosened its policy slightly to mitigate the isolated lockdowns the country is still using to control Covid. 

 

LOOKING AHEAD 

Moving in to the second quarter of 2022, the prevailing worry on global investor’s minds is again inflation and 
central bank tightening in response. The acute geopolitical risk of Russia’s invasion of Ukraine, and in particular 
worries over NATO being sucked into the conflict and dark threats from Russia over the use of nuclear weapons, 
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has faded somewhat. However, sanctions on commodity exporter Russia are feeding into higher inflation and this 
is very much still having a big effect on economies and markets. Key things to look out for as follows:  

 Central bank monetary policy tightening through higher interest rates and stopping or reversing 
quantitative easing could choke off growth if done too aggressively. 

  Developments of Covid infections and lockdowns in China and its likely economic effects. 
 Ongoing political risk, the biggest of which is that Eurosceptic and NATO-sceptic Marine Le Pen beats 

favourite Emmanuel Macron in the second round of the French elections on 24 April. Such a victory would 
immensely damage the unity that Europe has shown in the face of Russian aggression, as well as 
complicate EU decision-making more widely. 

 Risks to escalation in Ukraine are ever present – everything from Russia using chemical or tactical nuclear 
weapons within Ukraine to NATO somehow being dragged into the conflict. A key wildcard at present is 
whether China steps in to assist Russia more directly given their historically friendly ties. This would risk 
western sanctions on China which would likely be far more disruptive than those on Russia given China’s 
global heft. Russia was only about 1.7% of world GDP in 2020 according to the World Bank, whereas 
China was 17%. 

Despite these risks, we remain cautiously optimistic around our portfolios. Equities as a whole still have some 
upside given strong earnings expectations and do have the potential to outperform even current high levels of 
inflation. Overall though, we continue to favour diversification as a means to building portfolios that should meet 
long-term objectives but are robust to the uncertainties we face over the near-term. 

 

BUILDING BLOCK COMMENTARY 

 

Building Block Performance Table 

 

 

 

 

 

 

 

 

 

Note: All returns provided are in SA rands (ZAR) 

 

 

 

 

 

Fund Index Rel. Fund Index Rel. Fund Index Rel. Fund Index Rel.
SA Income 0.9% 1.3% -0.4% 6.3% 5.0% 1.3% 6.1% 6.3% -0.2% 7.2% 7.1% 0.1%

SA Bonds 2.7% 1.9% 0.9% 14.0% 12.4% 1.6% 8.9% 8.5% 0.4% 9.2% 8.9% 0.2%

SA Property -1.5% -1.3% -0.2% 24.7% 27.1% -2.3% 0.0% -3.8% 3.8% -1.7% -4.9% 3.2%

SA Equity 6.8% 6.5% 0.3% 17.4% 19.5% -2.2% 15.2% 11.1% 4.1% 11.3% 7.3% 3.9%

Global Bonds -14.4% -14.1% -0.3% -8.0% -7.4% -0.6% -- -- -- -- -- --

Global Property -12.2% -12.4% 0.2% 18.0% 16.5% 1.6% 9.2% 8.0% 1.3% 10.6% 9.8% 0.8%

Global Equity -13.6% -13.4% -0.2% 3.6% 6.2% -2.5% 11.7% 14.3% -2.5% 12.0% 13.6% -1.6%

*All returns  for periods greater than 1 year are annualised

1 Year 3 Year 5 Year3 Months

SA Income: STeFi + 1%, SA Bonds: FTSE JSE All  Bond Index, SA Property: FTSE JSE SA Listed Property, SA Equity: FTSE JSE Capped SWIX, Global Bonds: Bloomberg Barclays Global  Aggregate, Global 
Property: FTSE EPRA Nareit Developed Rental, Global Equity: MSCI ACWI, Global Equity: MSCI ACWI.
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South African Equity Commentary 

OVERVIEW 

The PortfolioMetrix BCI SA Equity Fund underperformed by 2.2% over the past 12 months (19.5% vs 17.4% for the fund) 
relative to its FTSE JSE Capped SWIX benchmark, 

 Over the quarter the fund outperformed by 0.3%, as the index returned 6.5% and the fund generated 6.8% 
 

Underlying funds over the quarter produced the following relative returns (vs FTSE JSE Capped SWIX): 

 Ninety One SA Equity: outperformed by 0.83% 
 36ONE BCI SA Equity: underperformed by 0.76% 
 Matrix SCI Equity: underperformed by 0.09% 
 Fairtree Equity: outperformed by 1.05% 
 Coronation Top 20: underperformed by 1.36% 
 Satrix Mid Cap Index: outperformed by 0.35% 

 

DETAIL 

 South African equity indices performed well over the quarter due to SA’s link to commodities. Some 
benchmark indices performed better than others as can be seen below: 

o ALSI +3.8% 
o SWIX +5.7% 
o Capped ALSI +4.9% 
o Capped SWIX +6.5% 

 At a super sector level, we saw very strong performance from financials and resources with industrials 
underperforming materially, being dragged down by Naspers/Prosus. Performances for the quarter of 
these indices are as follows: 

o FTSE/JSE Financials +20.3% 
o FTSE/JSE Resources +19% 
o FTSE/JSE Industrials -13.1% 

 Mid-caps outperformed over the quarter up 6.9% followed by small caps +4% and the Top 40 index 
+3.6%  

 The funds sector distribution is shown below:  

 
Please note that due to data availability this is as of 28 February 2022 
 
 
 The Top 10 holdings of the fund vs benchmark are shown below: 
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Please note that due to data availability this is as 28 February 2022 
 Detractors to active performance came from Coronation Top 20 and 36One BCI SA Equity.  
 Fairtree and Ninety One were the top performers over the period but both achieved their results in 

different ways. Fairtree continued to benefit from their large overweight to basic materials whereas 
Ninety One was positioned with slight overweight positions to both basic materials and financials.  

 The Satrix Mid Cap and Matrix SA Equity solutions provided return’s reasonably in line with the 
benchmark. 

 The complimentary nature of positions across the fund managers in this fund has provided a stable 
return path for the overall fund. Its diversified portfolio of holdings also reduces the risk of blowouts 
relative to the benchmark.  

 Relative sector positioning remains in line with risk overall portfolio risk control. 
 

South African Bonds Commentary 

 

OVERVIEW 

The PortfolioMetrix BCI Bond FoF outperformed by 1.6% over the past 12 months (12.4% vs 14% for the fund) relative 
to its FTSE JSE All Bond Index benchmark, 

 Over the quarter the fund outperformed by 0.9%, as the index returned 1.9% and the fund generated 2.7% 
Underlying funds over the quarter produced the following relative returns (vs FTSE JSE All Bond Index): 

 Coronation Bond: underperformed by 0.39% 
 Ninety One Gilt: underperformed by 0.14% 
 Ninety One Corporate Bond underperformed by 0.01% 
 Stanlib Bond: outperformed by 0.04% 

 
Due to differences in portfolio valuation times as well as fee differences between retail and institutional share classes 
there are discrepancies between the SA Bond Fund performance and its underlying funds, particularly during periods of 
greater volatility, as was the case in 2022 Q1. 
 
During the course of 2021 Q1 the Stanlib Bond Fund was reintroduced to portfolios. Further changes were 
implemented during 2021 Q2 which have brought about efficiency in the implementation of the PortfolioMetrix 
SA Bond Fund. The target weightings are as follows: 

 Coronation Bond Fund  15% 
 Stanlib Bond Fund  15% 
 Ninety One Gilt Fund  15% 
 Ninety One Corp. Bond Fund 19% (new) 
 PMX Core Bond Seg. Mandate 36% (new) 

Security Sector Portfolio Weight Benchmark Weight
ANGLO AMERICAN PLC Basic Materials 6.3% 5.4%
IMPALA PLATINUM HOLDINGS LIMITED Basic Materials 6.2% 3.8%
PROSUS NV Technology 5.6% 4.0%
STANDARD BANK GROUP LIMITED Financials 4.8% 3.6%
NEDBANK GROUP LIMITED Financials 4.4% 1.5%
MTN GROUP LIMITED Telecoms 4.1% 5.8%
NASPERS LIMITED Technology 3.6% 4.2%
GLENCORE PLC Basic Materials 3.3% 1.4%
BRITISH AMERICAN TOBACCO P.L.C. Cons Staples 3.2% 2.9%
FIRSTRAND LIMITED Financials 3.1% 5.5%
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These changes were addressed in a dedicated session, should you have missed the event then please follow this link for 
more information. 
 
 

DETAIL 

 South African bonds certainly lived up their reputation for being a volatile asset class, falling as much 
6.6% during the quarter as Russia invaded Ukraine. Nonetheless they ended the quarter up with a 
decent 1.9% return. 

 Perversely, this sudden market sell-off reversed and provided foreign investors with a fresh perspective 
on South African fixed income, as shown by the positive quarterly return as well as a steady currency. 

 This newfound appreciation of South African bonds largely stems from higher commodity prices (driven 
by a macro tide rather than astute local policy and planning). These higher commodity prices have 
provided support for government finances and could potentially result in a lower supply of debt later in 
the year. Regardless, factors in favour of bond returns and support of the rand include: 

o Higher tax collections 
o South African debt-to-GDP ratio projections have continued to improve versus previous 

Treasury budget projections 
o Contained inflation 
o Successful digital spectrum auction, an early indicator of potential structural reforms 
o Steady growth (even if it persists at disappointing levels) 
o Potential secondary effects of bonuses and better wages for the mining sector employees. 

 Contained inflation and high real yields draw attention in a low yield fixed income market, but the 
South African Reserve Bank (SARB) still felt it necessary to hike rates by 0.25% twice in the quarter, it is 
this anticipation of the US Federal Reserve’s (The Fed) actions that maintains the SARB’s credibility. 

 The Dollar Index strengthened amidst the rising uncertainty globally, as well as expected higher 
inflation around the world. During this period the rand gained 9.2% reaching R14.61 per USD at quarter 
end. For reference high-yielding emerging market peers saw their currency improve by less than 3% 
over this time period. 

 On a prospective basis: 
o The Forward Rate Agreement (“FRA”) curve implies a further seven hikes (0.25% each) into the 

end of the year, 
o This would certainly “normalise” local policy rates but is unlikely to address the price of oil and 

other imported influences on our economy. 
o The FRA curve remains the view of the market rather than the central bank itself. 

 SA bonds remain poised to perform well due to their absolute and relative attractiveness. 
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South African Cash and Stable Income Commentary 

 

OVERVIEW 

The PortfolioMetrix BCI Income Fund outperformed by 1.3% over the past 12 months (5.0% vs 6.3% for the fund) relative 
to its STeFi + 1% benchmark, 

 Over the quarter the fund underperformed by 0.4%, as the index returned 1.3% and the fund generated 0.9% 
Underlying funds over the quarter produced the following relative returns (vs STeFi + 1%): 

 Coronation Strategic Income: underperformed by 0.8% 
 Ninety One Diversified Income: underperformed by 0.29% 
 BCI Income Plus: underperformed by 0.92% 
 Nedgroup Investments Flexible Income: underperformed by 1.20% 
 Matrix NCIS Stable Income: outperformed by 0.45% 
 Sasfin BCI High Yield: outperformed by 0.34% 

 

DETAIL 

 The SARB continued its interest rate hiking cycle during the first quarter of the year, raising the 
benchmark repo rate by 25 bps in both its January and March meetings, to 4.25%. The increases were in 
line with market expectations, however, the vote split in favour of 25 bps was 3:2, with two members 
voting for a 50 bps hike, suggesting a bigger risk of larger hikes going forward. 

 Key input assumptions the Monetary Policy Committee (MPC) use have changed materially as a result of 
the ongoing war in Ukraine. The rapid rise in the price of brent crude oil, along with increased food 
prices and a slowing global economy all have implications on the trajectory of local inflation, growth 
and therefore local monetary policy.  
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 Finance Minister, Enoch Godongwana, delivered a market friendly budget speech during the quarter, 
continuing last year’s shift to more market-friendly policies, with windfall revenue partly from a 
commodities boom used to reduce taxes and the deficit. 

 Although SA government bonds finished the quarter 1.9% up, however, it was an extremely volatile 
path to get there, rising 3.5% leading into the budget speech, before falling nearly 6.6% on news of the 
Russian invasion of Ukraine. The sector then bounced back strongly as investors took advantage of 
yields well over 11%.  

 Global credit spreads have widened significantly as market participants remain nervous following some 
of the highest inflation numbers in decades, and ongoing concerns that central banks will be forced to 
raise interest rates faster than expected and potentially harming economic growth. While offshore 
exposure is relatively low across our underlying managers, this sell-off did have an impact on 
performance over the quarter. 

 Property suffered its first negative quarter since Q3 2020, falling 1.3%. Our underlying managers remain 
underweight the sector due to its volatile nature.  

 The Sasfin BCI High Yield Fund was added to the portfolio during the quarter, as we reduced our exposure 
to the Nedgroup Investments Flexible Income Fund. The addition of the fund was well timed, as its 
exposure to mainly high-quality bank credit kept it in good stead to outperform the benchmark over the 
quarter. The Nedgroup fund on the other hand, had a difficult quarter due to its relatively high offshore 
exposure and its local duration positioning.  
 

South African Property Commentary 

 

OVERVIEW 

The PortfolioMetrix BCI SA Property Fund underperformed by 2.3% over the past 12 months (27.1% vs 24.7% for the 
fund) relative to its FTSE JSE SA Listed Property benchmark, 

 Over the quarter the fund underperformed by 0.2%, as the index returned -1.3% and the fund generated -1.5% 
Underlying funds over the quarter produced the following relative returns (vs FTSE JSE SA Listed Property): 

 Sesfikile BCI Property: underperformed by 0.45% 
 Absa Property Equity: outperformed by 0.19% 

 

DETAIL 

 After being the best performing local asset class with stellar performance of 27.1% in 2021, the first 
quarter of 2022 has delivered a benign return of -1.3%, printing the first negative quarter in one and a 
half years.  

 Greater macro-economic uncertainty, as well as higher financial market volatility are the predominant 
drivers of the low performance over the last quarter. The devastating pandemic impacts have mostly 
dissipated, with rental collection levels returning to pre-pandemic levels. While the direct impact on the 
economy is waning, tourism remains well below its peaks, conferences or large venues have capacity 
limitations and SA is not totally immune from supply chain bottlenecks. 

 The retail sector was a strong performer in 2021, coming off a soft base in 2020 with high levels of rental 
discounts and lockdowns. The most recent reporting season has delivered positive performance bolstered 
by sales growth and vacancy reductions. Trading densities are recovering to 2019 levels, as consumers 
return to the malls and eat more at restaurants.  
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 Logistics remains an attractive sector with demand for modern logistic space remaining robust on the 
back of supply chain investments and to a smaller degree the growth in online retail with long leases and 
attractive escalation rates still being achieved on these assets. 

 Office appears to be the most challenged of the listed property sectors, where the oversupply of office 
space in certain nodes before the onset of the pandemic has been further exacerbated by the rise in the 
work from home trend which continues to negatively impact the office sector.  

 Over the quarter the ABSA fund outperformed its benchmark by 0.2% delivering -1.1% for the quarter. 
The fund focuses on delivering outperformance over the medium to long term by having enhanced 
exposure to companies that provide sustainable growing incomes, limited leverage, and the ability to 
increase shareholder value through value accretive capital allocation. 
 

Global Equity Commentary 

 

OVERVIEW 

The PortfolioMetrix BCI Global Equity FoF underperformed by 2.5% over the past 12 months (6.2% vs 3.6% for the fund) 
relative to its MSCI ACWI benchmark, 

 Over the quarter the fund underperformed by 0.2%, as the index returned -13.4% and the fund generated -
13.6%. 

 

The performance of the underlying funds (versus their respective regional indices) for the quarter is shown below 
(in ZAR). Active performance was the biggest attributor to the slight underperformance of the fund over the 
quarter. Most active managers underperformed with the biggest laggard, Brown Advisory Mid Cap Growth fund, 
contributing most to negative alpha. On an absolute basis, exposure to Japanese equity and emerging markets 
also contributed to underperformance. Unfortunately, it was not a good quarter for the global equity building 
block on an absolute basis, performing in line with the benchmark over the period. 

 

DETAIL 

 Global equities had a pullback over the quarter after a strong 2021 given an environment of higher 
inflation and interest rates, QE reversal and the war in Ukraine. 

 Developed equities outperformed emerging market equities with the strongest performing regions 
coming from the UK and Pacific ex-Japan. 

 Unsurprisingly, the worst performing developed region was Europe ex-UK which suffered twice as much 
as the broader market. 

 Within emerging markets there was a huge divergence in performance over the quarter with Latin 
American equities up 27% in USD and EM Europe down 71% in USD. 
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 Emerging Asia also underperformed, dragged down by Chinese equities which have continued to 
struggle after a torrid 2021.  

 Generally, those regions / markets with high commodity exposure outperformed over the quarter. This 
is seen by the massive outperformance of the Latin American region to all other regions. 

 The value style outperformed over the quarter with growth and quality factors the worst performing. 
 From a sector perspective energy massively outperformed followed by utilities. The worst performing 

sectors were communication services, consumer discretionary and technology stocks. 
 Underperformance came from those managers that are more growth oriented as well as those managers 

within the European region. 
 The biggest contributors to the negative excess return were Brown Advisory, Miton European 

Opportunities and Liontrust Special Situations. 
 There were no fund changes over the quarter. 

 

Global Bonds Commentary 

 

OVERVIEW 

The PortfolioMetrix BCI Global Bond Fund underperformed by 0.6% over the past 12 months (-7.4% vs -8.0% for 
the fund) relative to its Bloomberg Barclays Global Aggregate benchmark, 

 Over the quarter the fund underperformed by 0.3%, as the index returned -14.1% and the fund generated 
-14.4% 

Underlying funds over the quarter produced the following relative returns (vs Bloomberg Barclays Global 
Aggregate): 

 iShares Global Govt Bond: underperformed by 0.24% 
 iShares Global Corp Bond: underperformed by 1.05% 

DETAIL 

 For the third consecutive quarter fixed income bore the brunt of high inflation and central bank sabre-
rattling. 

o During the quarter The Fed actually did raise rates (+25bps), while at the same time the 
European Central Bank (ECB) appears to be looking the other way 

 This market reaction was exacerbated by the Russian invasion of Ukraine, which at face value may 
tempt a scurry to safe-haven assets (such as fixed income) but instead sent the oil price to above $130 
per barrel – a key inflation driver, and threat to fixed income investments. 

 This rise in oil price reflected in the High-Yield sector’s outperformance (this sector is exposed to 
energy through its specific industry exposure as well as through its country allocations). More details 
per fixed income sector: 

o Global Corporates were the worst performing sector, a direct result of higher expected inflation 
and the sanctions imposed on Russia, 

o Emerging markets performed well as the market began to appreciate the high real yields on 
offer, however the invasion of Ukraine spoilt the party (for now) and focus shifted to defaults 
and repatriation of investor capital. 

 The challenge facing the markets at this stage is the degree to which the central banks, but particularly 
The Fed, will withdraw liquidity from markets around the world. This is important as inflation continues 
to print at 40-year record highs, all the while policy rates remain exceptionally low. 
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 Global fixed income continues to display a daunting trade-off between low yields and high duration. 
This is the nature of overly stimulated markets and much of this has shown in the recent selloffs, that 
said the reset of yields at higher levels provides investors with an opportunity to acquire some portfolio 
safety at better levels. 

 Whilst longer-term inflation expectations have not quite fully reconciled with bond yields at these 
levels the moves in the US yield curve over the quarter highlight a few pertinent considerations: 

o The sharper rise in short-term rates (2-year bond), shows the influence central banks can have 
over this part of the yield curve, which rose by 1.6%, 

o The slow-burn of the rising 10-year bond yield reflects longer term inflation and growth 
dynamics, and is less of an immediate response to the Federal Reserve’s recent policy action, 

o The ominous flattening of the yield curve, indicated by the 10yr – 2 yr yield spread, reflecting 
investors perception of lower and slower growth rates into the future, but especially the 
uncertainty of higher inflation, more aggressive (hawkish) central banks, and the transpiring 
war in Ukraine. 
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Global Property Commentary 

OVERVIEW 

The PortfolioMetrix BCI Global Property fund outperformed by 1.6% over the past 12 months (16.5% vs 18.0% for 
the fund) relative to its FTSE EPRA Nareit Developed Rental benchmark, 

 Over the quarter the fund outperformed by 0.2%, as the index returned -12.4% and the fund generated -
12.2% 

Underlying funds over the quarter produced the following relative returns (vs FTSE EPRA Nareit Developed 
Rental): 

 Catalyst Global Real Estate: underperformed by 0.29% 
 Sesfikile BCI Global Property: outperformed by 0.45% 

 

DETAIL 

 Global listed property closed the first quarter of 2022 down -12.2% (in ZAR), outperforming global 
equities and global bonds.  

 Much of global property performance depends on the global economic outlook, including the combination 
of geopolitical instability, global inflation, and central banks ‘normalising’ global interest rates - all of 
which individually impact global asset prices and are inextricably linked.   

 In general, property stands a good chance of protecting investors against higher inflation given the long-
term nature of lease contracts, which in most cases includes annual escalations or links to inflation 
allowing the passthrough of at least some of the increased expenses. This is the case in many parts of 
Europe and within some sectors in the US. This does, however, come with a caveat: passing on higher 
inflation is mainly the preserve of only high-quality REITs with strong balance sheets (low leverage, high 
fixed debt) where demand is running well ahead of supply. 

 Interest rate hikes are expected, and inflation has become a serious problem in developed economies. 
Inflation can erode real consumption spending and durable goods demand, which lead to lower corporate 
profitability and economic growth. 

 The industrial sector stands to benefit from more shoppers going online and from third-party logistics 
(3PL) operators modernising their supply chains. Supply disruptions over the short term will continue to 
lead warehouse occupiers to store more products. 

 As we use and produce more data, have more virtual meetings and more companies move to cloud 
computing, data centres will continue to enjoy elevated levels of demand. 

 With healthcare investments and expenditure surging, and the medical field shifting toward preventative 
and individually tailored solutions, the demand for life science offices continue to outpace supply.  

 The Sesfikile BCI Global Property Fund delivered outperformance of +0.34% over the last quarter. By 
region, the underweight in Japan (+0.15% alpha) and US (+0.09%) contributed to outperformance. At 
sector level, the fund’s underweight to multi-family (+0.33%) and data centre (+0.28%) REITs as well 
overweight to developers (+0.29%) supported performance against the benchmark. However, the 
overweight position in industrial (-0.54%) and manufactured homes (-0.40%) REITs were major detractors 
from performance. 
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DISCLAIMERS  

Shortform 

This document is only for professional financial advisers, their clients and their prospective clients. The information given here is for 
information purposes only and is not intended to constitute financial, legal, tax, investment or other professional advice. It should not be 
relied upon as such and PortfolioMetrix cannot accept any liability for loss for doing so. Any forecasts, expected future returns or expected 
future volatilities are not guaranteed and should not be relied upon. The value of investments, and the income from them, can go down as 
well as up, and you may not recover the amount of your original investment. Past performance is not a reliable indicator of future performance. 
Portfolio holdings and asset allocation can change at any time without notice. PortfolioMetrix Asset Management SA (Pty) Ltd is an Authorised 
Financial Services Provider in South Africa. 

Longform 

Boutique Collective Investments (RF) (Pty) Ltd (“BCI”) and PortfolioMetrix Asset Management SA (Pty) Ltd (“PMX”) are the registered Manager 
of the following Collective Investments Schemes. 

 PortfolioMetrix BCI SA Equity Fund 
 PortfolioMetrix BCI Global Equity FoF 
 PortfolioMetrix BCI Bond FoF 
 PortfolioMetrix BCI Income Fund 
 PortfolioMetrix BCI SA Property Fund 
 PortfolioMetrix BCI Global Property FoF 
 PortfolioMetrix BCI Global Bond FoF 

BCI & PMX are approved in terms of the Collective Investments Schemes Control Act, No 45 of 2002 and is a full member of the Association 
for Savings and Investment SA. 

Collective Investment Schemes in securities are generally medium to long term investments. The value of participatory interests may go up 
or down and past performance is not necessarily an indication of future performance.  The Manager does not guarantee the capital or the 
return of a portfolio. Collective Investments are traded at ruling prices and can engage in borrowing and scrip lending.  A schedule of fees, 
charges and maximum commissions is available on request.  PMX reserves the right to close the portfolio to new investors and reopen certain 
portfolios from time to time in order to manage them more efficiently.  Additional information, including application forms, annual or quarterly 
reports can be obtained from BCI & PMX, free of charge.  Performance fees will be calculated and accrued on a daily basis based upon the 
daily outperformance, in excess of the benchmark, multiplied by the share rate and paid over to the manager monthly. 

Performance figures quoted for collective investment schemes or indexes is sourced from Financial Express Ltd, Bloomberg and/or 
Morningstar, as at the date of this document for a lump sum investment, using NAV-NAV with income reinvested and do not take any upfront 
manager’s charge into account.  Income distributions are declared on the ex-dividend date.  Actual investment performance will differ based 
on the initial fees charge applicable, the actual investment date, the date of reinvestment and dividend withholding tax. 

Investments in foreign securities may include additional risks such as potential constraints on liquidity and repatriation of funds, 
macroeconomic risk, political risk, foreign exchange risk, tax risk, settlement risk as well as potential limitations on the availability of market 
information. 

Boutique Collective Investments (RF) Pty Ltd retains full legal responsibility for the third party named portfolio. 

Although reasonable steps have been taken to ensure the validity and accuracy of the information in this document, BCI and PMX does not 
accept any responsibility for any claim, damages, loss or expense, however it arises, out of or in connection with the information in this 
document, whether by a client, investor or intermediary.  This document should not be seen as an offer to purchase any specific product and 
is not to be construed as advice or guidance in any form whatsoever.  Investors are encouraged to obtain independent professional investment 
and taxation advice before investing with or in any of BCI/PMX products. 

A fund of funds is a portfolio that invests in portfolios of collective investment schemes that levy their own charges, which could result in a 
higher fee structure. 

A feeder fund is a portfolio that invests in a single portfolio of collective investment schemes, which levies its own charges and which could 
result in a higher fee structure for the feeder fund. 

 

 


