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Local funds – performance and positioning 

The first quarter of 2023 was one of many twists and turns and attested to the ever-
changing investor sentiment. In January 2023, the markets started to believe a ‘soft 
landing’ was possible with inflation being tamed without a recession. That led to a surge 
in risk assets. February 2023 saw the market’s positivity stutter as US inflation remained 
sticky, and the US Federal Reserve (Fed) reiterated its stance on fighting the rising costs of 
living. Then came March 2023, and cracks began to appear in the global banking system – 
most notably the collapse of Silicon Valley Bank and the Swiss government brokering UBS’s 
purchase of the long-beleaguered Credit Suisse. This panic has caused the biggest monthly 
move in the US 2-year bond yield since 1987, falling from over 5% to 3.70%. However, 
central banks acted swiftly and the contagion has not spread, with markets still posting 
positive gains for the quarter. 

In the US, inflation continues to trend down, now at 6%, but remains significantly above the 
Fed’s target of 2%. So, to start 2023, it came as no surprise that the Fed announced two 
further hikes totalling 50 basis points (bps), taking the Fed funds rate to 5%. This is a far cry 
from the aggressive steps taken in 2022. The Fed’s hawkish tone has remained, although 
the market is seeing things differently, with futures and bonds now expecting the US hiking 
cycle to come to a halt soon, if not already halted. Equities had a reversal of fortunes in 
Q1 of 2023, with tech and consumer services up over 20% each and the leaders of 2022, 
energy and financials, down 4% to 5%.

In Europe, inflation also continued to moderate, currently printing at 6.90%, a one-year 
low. This was in conjunction with two 50bp hikes by the European Central Bank (ECB) to 
further curb core inflation. In France, the government’s plans to raise the retirement age 
led to extensive, nationwide protests while the Russia-Ukraine conflict continues in the 
east of the region. Equity markets remained resilient amidst all this data flow and the Credit 
Suisse-induced banking fragility. In the UK, a technical recession was avoided in Q4 of 
2022, against the consensus view, providing a tailwind. UK inflation remains staggeringly 
high at over 10%, causing the Bank of England (BoE) to continue its rate hiking cycle, with 
the key bank rate now at 4.25%.

China experienced a buoyant quarter as sportive sentiment continued to take hold after 
Covid-19 restrictions loosened, supportive property market measures were taken and the 
regulatory crackdowns on tech companies eased. However, February and March saw US-
China tensions re-escalate and a widespread loss of confidence in US and European banks. 
In Japan, attention remained focused on the central bank, following the surprise adjustment 
to the yield curve control policy which was announced in mid-December 2022. However, 
no action has yet been taken by the Bank of Japan (BoJ) governor and equities experienced 
a positive quarter in yen.

On the commodity front, Brent crude had a turbulent quarter, starting the year at around 
US$85 a barrel before trending down to a low of $73 a barrel in March 2023, only for 
OPEC to unexpectedly cut production and see the price bounce back to $85 at quarter-
end. Gold, on the other hand, has been a beneficiary of the banking sector uncertainty, 
rising by over 10% to around US$2 000/oz at the end of March.

Table 1: Asset class performance

Asset Class (in rand) 3-months 6-months 1-year 3-years 5-years 7-years

 SA equity  2.4  15.0  0.2  23.0  6.5  5.9 

 SA property -5.1  13.3 -3.4  18.2 -4.1 -3.8 

 SA bonds  3.4  9.3  5.8  11.6  6.9  8.8 

 SA cash  1.7  3.4  6.0  4.8  5.8  6.3 

 Global equity  12.3  16.7  12.9  16.1  17.1  12.7 

 Global bonds  7.4  6.3  11.6 -3.6  7.0  2.4 

 USDZAR  4.3 -1.3  21.4 -0.2  8.4  2.6 

Sources: Morningstar Direct and PSG Wealth research team
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Locally, the first quarter was much of the same for South Africa, with some headwinds 
persisting, a national power crisis, political uncertainty  and a GDP searching desperately 
for growth. The Budget Speech and cabinet reshuffle taking place during the quarter were 
both viewed as positive on the margin, albeit without the wholesale changes required. The 
Budget showed the first primary surplus for the country in 15 years, largely due to excess 
taxes received from the commodity producers. It also entailed tax relief for solar power 
installation as well as a R245 billion debt relief package for Eskom. The notable changes in 
the cabinet were the removal of Lindiwe Sisulu and the addition of a Minister of Electricity 
(Kgosientsho Ramokgopa). Another notable event in the first three months of the year 
was the official greylisting of South Africa by the Financial Action Task Force (FATF). This 
was widely anticipated and had a muted impact on markets. Whilst it is a negative for the 
country and dents investor sentiment, the positive side is that of the list of 61 requirements 
set out in 2021, we were able to complete all but eight, which will now be the focus looking 
forward. The rand has been the barometer for all of South Africa’s self-inflected woes, 
enduring a tough start to the year, trailing emerging market (EM) peers. It was down 4% for 
the quarter touching the lows of R18.80 to the greenback, last see in April 2020. Inflation 
has remained fairly contained, currently at 7%. However, the South African Reserve Bank 
(SARB) worried about the impact of the weaker rand and continued to tighten financial 
conditions. It announced two rate hikes totalling 75bps, taking the repo rate to 7.75%, 
which was last seen in 2009.

The silver lining is that most of this negative news is now priced into South African assets, 
and the rand as well as valuations remain attractive. Given these valuations and high 
nominal yields, local equities and bonds have a large margin of safety embedded in them 
when compared to their global peers, in base currencies. 

In the table below we can see the asset class returns, in rand, over various periods. The 
USD – the global safe-haven asset that had a spectacular 2022 at multi-decade highs 
–  began to unwind in Q4 of 2022, and that trend continued into 2023. Unfortunately, due 
to idiosyncratic issues, South Africa trailed the basket of its peers. This reversal of 2022 
trends also continued in global equities, as energy and tech – the leader and laggard of the 
previous year – quickly switched places. Globally, equity markets experienced an amazing 
start to the year, mostly up over 8% in January 2023. Global equities were able to maintain 
that strong start through a volatile February and March, up 12.30%, whilst SA equities 
unfortunately gave up most of the gains, but stillending the quarter up 2.40%. SA and 
global bonds had a decent start to the year, up between 3.40% and 7%, with the offshore 
component aided by a weak rand. SA property stands out as the only negative asset class 
over the first three months of 2023.

PSG Wealth Enhanced Interest FoF

The local cash solution performed well in a rising interest rate environment in 2022, and 
this continued into 2023. In Q1, it provided a return of 1.89% versus the peer group of 
1.55%. The FoF has consistently beaten the IB Money Market sector average over all 
periods, doing so by an impressive 90bps over the last year returning 6.45%, and by 44bps 
per annum (p.a.) since its inception, returning 6.52% p.a. The solution is 100% invested in 
local cash and money market instruments. 

The local cash solution performed 
well in a rising interest rate 
environment in 2022, and this 
continued into 2023. In Q1, it 
provided a return of 1.89% versus 
the peer group of 1.55%.
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PSG Wealth Income FoF

The Income FoF had a useful first quarter, returning 2.46% adding 17bps of alpha 
relative to peers, placing the fund in the 2nd quartile. The solution’s top performer for the 
quarter was PSG Diversified Income, which placed 5th in the sector. The fund benefited 
from its exposure to nominal bonds in the 7-12% area of the curve, which was aided by 
reducing inflation-linked bonds (ILBs) in favour of vanilla bonds over the quarter, which 
outperformed. Ninety One Diversified Income was the laggard of the group, trailing the 
sector slightly by 7bps, due mainly to a duration that is slightly below the other managers, 
in a period where longer-duration bonds outperformed the shorter-dated counterparts. 
The solution’s 1-year return remains robust at 7.67%, in what has been a turbulent period, 
and is ahead of the sector average by 0.91bps, placed in the 1st quartile. Over the FoF’s 
recommended investment period of two years the FoF has remained ahead of its peers 
for the year and a half, seeing its advantage grow to 0.59% p.a. Over the longer term, the 
Income FoF remains a consistent top-half performer. Since the solution’s inception, it has 
returned 7.82%, which equates to 0.67% of alpha per annum, ranking the FoF 9th in the 
sector, and in the 2nd quartile. The FoF has still maintained very consistent sector-beating 
returns since its inception, beating the peer average on a rolling 2-year basis 78% of   
the time.  

The underlying managers of the Income FoF in aggregate made some changes to the asset 
mix of the solution over the last three months. SA bonds with low to mid-duration, between 
1 and 7 years, increased by 2.3% at the expense of local cash, longer-dated bonds and ILBs, 
which fell by 1.7%, 0.3% and 0.4% respectively.   

Table 2: PSG Wealth Income FoF asset allocation  

PSG Wealth Income FoF
asset allocation

Q1 2023 % Change from previous quarter %

 SA equity and property  2.1 -0.2 

 SA prefs  0.8 -0.2 

 SA ILBs  5.8 -0.4 

 SA bonds 7+ yrs  19.8 -0.3 

 SA bonds 3-7 yrs  19.2  1.0 

 SA bonds 1-3 yrs  23.3  1.3 

 SA cash  19.7 -1.7 

 Global equity and property  0.8  0.3 

 Global bonds  7.0  0.2 

 Global cash  1.5  -   

Total 100.0

Sources: Morningstar Direct and PSG Wealth research team

The Income FoF had a useful first 
quarter of 2023, returning 2.46% 
adding 17bps of alpha relative to 
peers, placing the fund in the 

2nd quartile.
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PSG Wealth Preserver FoF

The Preserver FoF experienced a positive start to the year, returning 4.22% for the first 
three months of 2023, with 63bps of alpha, placing the fund in the 1st quartile. The FoF’s 
top performer for the quarter was Ninety One Cautious Managed, which placed 5th in the 
sector. The fund’s biggest contributor to performance was offshore equity, aided by the 
weaker rand, with the likes of ASML, Philip Morris and Booking the standout performers. 
Local bonds also contributed positively, as did gold. Nedgroup Inv Core Guarded was the 
straggler of the managers, placed in the 3rd quartile. This was due to the fund’s relative 
overweight tilt to local cash, which trailed bonds, as well as its overweight position in global 
property, which lagged international equities. The solution’s performance over the last year 
was solid in a turbulent environment, with a 7.38% return, 1.42% ahead of peers, ranking 
29th in the sector. The solution has been above the sector average over its recommended 
investment period of three years for six consecutive quarters, and pleasingly, the alpha 
has risen to 1.98% p.a. This result is a testament to the soundness of our philosophy and 
process of building robust portfolios of managers who utilise various styles and perform 
different roles, and then allowing them time to perform over entire market cycles. Over 
the medium to long term, the FoF maintains its strong track record of being a top half 
performer, returning 9.04% p.a. since its inception, providing 1.09% of alpha a year, placing 
it 7th in the sector, and in the 1st quartile. The solution also maintains its high level of return 
consistency, having beaten the sector average 82% of the time on a rolling 3-year basis 
since 2009. 

The asset allocation of the PSG Wealth Preserver FoF saw some minor changes over the 
period. Local bonds fell by 0.90% with ILBs and cash increasing by 0.50% and 0.30% in turn.

Table 3: PSG Wealth Preserver FoF asset allocation 

PSG Wealth Preserver FoF
asset allocation

Q1 2023 % Change from previous quarter %

 SA equity  20.4 -0.4 

 SA property  2.4  0.2 

 SA ILBS  9.6  0.5 

 SA bonds  31.6 -0.9 

 SA cash  12.8  0.3 

 Global equity  14.6  0.3 

 Global property  1.2  -   

 Global bonds  5.0  0.2 

 Global cash  2.4 -0.2 

 Total  100.0  

Sources: Morningstar Direct and PSG Wealth research team

PSG Wealth Moderate FoF

The Moderate FoF had another strong start to the year after an equally strong finish to 
2022. The solution returned 5.39% and led the peer group by 1.15%, placed in the 1st 
quartile. The FoF’s top performer for the quarter was PSG Balanced, which placed 6th 
in the sector. The fund’s outstanding performance was largely driven by its exposure to 
global equity, local industrials and financials, with SA bonds also contributing notably. 
Their standout stocks were Wheaton Precious Metals, Discovery, Sun International, 
Anheuser-Busch and AngloGold Ashanti. SIM Balanced was the laggard of the managers, 
placed in the 3rd quartile. The slight underperformance was due to the local allocation 
to equity, property and bonds trailing peers. For the last 12 months, the FoF managed a 
commendable return of 7.31% beating the sector average by 2.31%, ranking it in the 1st 
quartile. Over its minimum recommended investment period of five years, the solution has 
returned 8.33% compared to its peer group return of 7.60%. All in all, the FoF is now in the 
top half of its sector over all periods from one year to its inception in 2009. The Moderate 
FoF has returned 10.68% p.a. since its inception, providing 1.77% of alpha, which ranks the 
FoF 9th, and in the 1st quartile. The solution also maintains its unblemished level of return 
consistency, having beaten the sector average 100% of the time on a rolling 5-year basis 
since its inception.

The Moderate FoF had another 
strong start to the year after an 
equally strong finish to 2022. The 
solution returned 5.39% and led 
the peer group by 1.15%, placed 
in the 1st quartile.

The Preserver FoF experienced a 
positive start to the year, returning 
4.22% for the first three months of 
2023, with 63bps of alpha, placing 
the fund in the 1st quartile.
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The asset allocation of the PSG Wealth Moderate FoF experienced some tactical tilts in the 
three months to March 2023. Locally, there was muted movement with local cash reducing 
by 0.90%. The offshore allocation increased by 1% in total, with equities and bonds 
increasing by 1.90% and 1.20% respectively and global cash reducing by 2%.

Table 4: PSG Wealth Moderate FoF asset allocation 

PSG Wealth Moderate FoF
asset allocation

Q1 2023 % Change from previous quarter  %

 SA equity  39.6 -0.1 

 SA property  2.2 -0.3 

 SA ILBs  1.6  0.1 

 SA bonds  15.5  0.2 

 SA cash  6.3 -0.9 

 Global equity  27.1  1.9 

 Global property  1.3 -0.1 

 Global bonds  3.8  1.2 

 Global cash  2.6 -2.0 

 Total  100.0  

Sources: Morningstar Direct and PSG Wealth research team

PSG Wealth Creator FoF

After achieving a double-digit return in Q4 of 2022, the Creator FoF produced an 
admirable return of 3.15% in the first quarter of 2023, beating the sector by 90bps, placing 
the fund in the 2nd quartile. The FoF’s standout performer for the last three months was 
PSG Equity, which placed 5th in the sector. The fund benefited from its offshore exposure 
with its local industrial and financial positioning also adding positively. The fund’s top 
contributors to performance were AngloGold Ashanti, Discovery, Wheaton Precious 
Metals, Anheuser-Busch and Sun International. M&G Equity had a tough period in the first 
quarter, performing in the 4th quartile. This was largely driven by underweight positions in 
Gold Fields and AngloGold and overweight positions in Thungela, Northam, Implats and 
Exxaro. In what has been a turbulent 12 months, the FoF earned a respectable return of 
4.48% with an impressive 3.24% of alpha, placing the fund in the 1st quartile. The solution’s 
impressive track record persists across all meaningful periods, with the FoF ranking in the 
top half of the sector over all periods. The Creator FoF has returned 12.21% p.a. since its 
inception, achieving 2.20% of alpha, which ranked the FoF 12th in the sector, and in the 1st 
quartile. The solution also maintains its flawless level of return consistency, having beaten 
the sector average 100% of the time on a rolling 7-year basis since 2009.

The composition of the Creator FoF experienced some modest changes over the last 
three months. SA industrials and offshore cash fell by 0.90% and 0.80% each whilst 
global equities increased by 2.50%. The solution’s top 10 holdings changed slightly over 
the period, as two platinum stocks, Northam and Impala, fell out at the expense of Anglo 
American and Anheuser-Busch. The concentration of the top 10 increased by 3% to 36.50%.

Table 5: PSG Wealth Creator FoF asset allocation

PSG Wealth Creator FoF
asset allocation

Q1 2023 % Change from previous quarter      %

 SA resources  22.8 -0.4 

 SA financials  18.1 -0.3 

 SA industrials  36.4 -0.9 

 SA property  0.9 -0.1 

 Global equity  18.2  2.5 

 Global property  0.3  -   

 Local cash  1.4  -   

 Global cash  1.9 -0.8 

 Total  100.0  

Sources: Morningstar Direct and PSG Wealth research team
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Table 6: Top 10 equity holding

 Top 10 %  Top 10 %

 Naspers  5.9  Sasol  3.2 

 Prosus  4.6  FirstRand  3.0 

 Glencore  4.1  Anglo American  2.8 

 Absa  3.8  Anheuser-Busch InBev  2.7 

 Standard Bank  3.8  British American Tobacco  2.6 

Sources: Morningstar Direct and PSG Wealth research team

Table 7: PSG Wealth Local FoFs’ Relative Ranking

3-months 1-year 3-years 5-years 7-years Inception

% Rank % Rank % Rank % Rank % Rank % Rank

 PSG Wealth Enhanced Interest FoF  1.89 3  6.45 2  5.21 4  6.29 3  6.81 2  6.52 2

 SA IB Money Market Sector Avg  1.55 40  5.55 40  4.62 36  5.72 34  6.28 30  6.08 21

 Relative vs Sector Avg  0.34  0.90  0.59  0.57  0.53  0.44 

 PSG Wealth Income FoF  2.46 34  7.67 25  7.83 30  6.93 41  7.42 27  7.82 9

 SA MA Income Sector Avg  2.29 116  6.76 111  7.36 95  6.80 74  7.12 58  7.15 24

 Relative vs Sector Avg  0.17  0.91  0.47  0.13  0.30  0.67 

 PSG Wealth Preserver FoF  4.22 36  7.38 29  12.52 19  7.23 49  6.77 36  9.04 7

 SA MA Low Equity Sector Avg  3.59 158  5.96 156  10.54 144  6.90 126  6.20 103  7.95 41

 Relative vs Sector Avg  0.63  1.42  1.98  0.33  0.57  1.09 

 PSG Wealth Moderate FoF  5.39 34  7.31 42  17.78 35  8.33 52  7.27 34  10.68 9

 SA MA High Equity Sector Avg  4.24 212  5.00 208  15.07 189  7.60 166  6.21 134  8.91 40

 Relative vs Sector Avg  1.15  2.31  2.71  0.73  1.06  1.77 

 PSG Wealth Creator FoF  3.15 61  4.48 40  25.95 31  9.73 29  8.43 23  12.21 12

 SA EQ General Sector Avg  2.25 173  1.24 168  20.96 149  7.03 135  5.87 106  10.01 48

 Relative vs Sector Avg  0.90  3.24  4.99  2.70  2.56  2.20 

Sources: Morningstar Direct and PSG Wealth research team 
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