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We start off this issue with a detailed reminder of our 
philosophy. Greg Hopkins, our CIO, explains what we look for 
in companies and how we increase our chances of successfully 
picking companies that fit our approach to risk. Our approach 
is that the chances of losing money on a permanent basis must 
be very small, and substantially outweighed by the probability 
of an attractive return. We share some examples of the types 
of companies that tend to fit this profile. 

It is important for investors to understand the philosophy and 
process of the fund managers they invest with, but it is equally 
important that the money manager is also able to demonstrate 
that the philosophy is actually applied consistently in 
practice. To illustrate this, we have included a chart from an 
independent source that highlights the characteristics of our 
funds and how that marries up with what we say we do. 

We then unpack one of our three Ms, namely management, 
and share with you what we think makes a great CEO. In his 
book “How the mighty fall”, Jim Collins says, “While no leader 
can single-handedly build an enduring great company, the 
wrong leader vested with power can almost single-handedly 
bring a company down”. 

It is therefore unsurprising that we take a close look at 
management when we invest in a company. We agree that it 
takes a strong team and often a special set of circumstances 
for a company to be highly successful, but the wrong 
management action can often set the course on the way to 
decline. Shaun le Roux, manager of the PSG Equity Fund, 
shares his thoughts on the matter.

In our stock focus, we take you on a journey of conviction. The 
share is EOH, long held in our clients’ portfolios. Fund managers 
should always guard against falling in love with a share, and 
losing objectivity. Philipp Wörz, the analyst for EOH, summarises 
our current view and the ones leading up to that. 

Finally, we focus on our flagship Regulation 28 Fund, the PSG 
Balanced Fund. Paul Bosman, fund manager of this Fund, gives 
an update on the current portfolio positioning, which we believe 
will continue to place the Fund firmly into the favourable risk-
reward quadrant against the other alternatives.

We remain appreciative of the support we have seen in our 
funds, and trust that you will enjoy this insight into our thinking. 

Anet Ahern has over 25 years’ experience in investment and business management. After starting her career at Allan Gray in 1986, 
where she fulfilled various roles in trading and investment management, she worked as a portfolio manager at Syfrets, and later BoE 
Asset Management, where she was CIO and CEO. She also spent six years at Sanlam, where she was the CEO of Sanlam Multi Manager 
International, with assets totalling R100 billion in local and global mandates. Anet joined PSG Asset Management as CEO in 2013.

IntroductIon
By Anet Ahern
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Greg is a CA (SA) and a CFA Charterholder. Greg is PSG Asset Management’s Chief Investment Officer.

How our pHIlosopHy 
Helps us exploIt 
market opportunItIes
By Greg Hopkins

The 3 Ms help us get the odds of success in our favour

If you have read previous editions of Angles & Perspectives, 
you will be familiar with our core investment philosophy, 
which we call our 3 Ms – Moats, Management and Margin of 
Safety. We look for businesses with a sustainable competitive 
advantage (Moat), management teams who act as stewards 
of their clients’ capital (Management) and a large Margin of 
Safety. Two of these factors (Moat and Management) refer to 
the quality of the business in which we invest, while Margin of 
Safety refers to the value we get in relation to the price we pay 
(see figure 1).

In essence, we are looking for high quality investments that 
are trading at discounts to their inherent intrinsic values. In 
practice, the investments we have in our portfolios often also 
trade at significant discounts to the market. In other words, we 
are investing in companies that are of similar quality or better 
than the broader market even though they are significantly 
cheaper. Our primary investment objective is to get the odds 
of success in our favour, and we feel our simple philosophy best 
meets this objective.

Figure 1: The three Ms of the PSG investment philosophy - the 
PSGAM equity process

Source: PSG Asset Management

Applying our philosophy continuously points us to the right 
opportunities 

Exploiting this quality anomaly has been fertile ground for PSG 
Asset Management and we are often asked how we are able to 
consistently find the right opportunities in the market. In broad 
terms, we typically look for the following conditions: 

•	 A company that is misunderstood by the market, and/or
•	 A situation where the market is fearful about a well-

publicised event that we feel will be temporary and that 
has pushed the company’s share price down, and/or

•	 A technical or structural condition in the market that results 
in a segment of companies receiving less attention.

We are effectively embracing uncertainty as a relevant starting 
point for our analysis.

In reality, more than one of these conditions will likely exist 
in any investment case, which, on balance, will make the 
potential opportunity even more attractive. A few examples 
from previous convictions across our funds illustrate how we 
apply these principles, as shown in Table 1.

Table 1: Examples of shares we selected according to our 
investment principles

Principle Example of shares

1. Misunderstood 
company

•	 EOH – a service company not a 
technology product company 

•	 Steinhoff – a great European 
retail platform

2. Fearful market •	 Capitec – unsecured lending 
bubble

•	 Steinhoff – European exposure

3. Technical/
structural 
condition

Mid cap stocks (see section on mid cap 
shares later in this article)

Source: PSG Asset Management

We apply our simple philosophy consistently to the largest 
possible universe of opportunities. We do this by investing:

•	 Globally (we have been doing this since 2006), and
•	 Across all market capitalisation sizes (large, mid and small).

Have we consistently applied this process?

Chart 1 is a recent depiction of the style characteristics of 
the PSG Equity Fund over the preceding three years. The bars 
highlight how our portfolio differs from the market based 
on certain criteria (for example, valuation, quality, and size 
of companies) and is measured in terms of standard units or 
deviations. The white diamonds represent the average fund 
position over three years.

The graph shows that we have bought companies that are 
significantly cheaper than the market. In terms of the dark blue 
bars, higher bars equate to lower reported price earnings and 
price-to-book multiples of similar quality, for example. The dark 
gold bars show return on equity and historical earnings growth, 
and the first grey bar shows that the portfolio invested across 
the market cap spectrum.

Exploiting the mid cap anomaly 

Due to the relative size of our assets under management, we 
believe we have an advantage because we are able to invest 
in a greater set of opportunities within our domestic universe. 
This advantage should accrue to us for the foreseeable future, 
as liquidity constraints only become relevant at a significantly 

higher asset base. We intend to exploit this advantage for our 
investors. Mid cap shares present selective opportunities for 
alpha creation, given that not as many investors and sell-side 
analysts typically mine this segment, as shown in Chart 2. In 
fact, mid cap shares are often referred to as the neglected stock 
anomaly and it is no surprise that our process is well suited for 
analysing opportunities in this segment.

Chart 2: Average number of analysts per stock on the JSE 
(March 2014)

Chart 1: PSG Equity Fund characteristics compared to the market 

Source: Style Skyline™, September 2013

Source: Bloomberg

* JSE mid cap and small cap indices with a market cap > R4 billon

Price

Quality
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Table 2: Returns of the FTSE/JSE Mid Cap and FTSE/JSE All Share 
Index (04/01/2002-28/03/2014)

Total return Annualised

FTSE/JSE Mid Cap Index 1061.6% 22.2%

FTSE/JSE All Share Index 532.1% 16.3%

Difference 529.5% 5.9%

Source: Bloomberg

In addition, mid cap companies tend to have the potential to 
compound at high rates over long periods because of their 
size, as shown in Table 2. In asset management language, this 
means they have a long-run way to grow. As a result, the mid-
cap opportunities in our funds tend to be almost exclusively 
compounding type opportunities that we have owned for a 
number of years. In his article on page 7, Philipp Wörz provides 
further insight into this, using one of our long-term holdings as 
an example. In addition, management often plays a significant 
role in the future success of the business and many of the 
characteristics of a CEO referred to by Shaun le Roux on page 5 
will be prevalent here.

In exploiting this opportunity set, we are also mindful of the 
inherent risks of investing in mid cap shares. To reduce these 
risks we: 

•	 Set a high bar or required return before a stock is included 
in our portfolios: 
We need to be confident in the margin of safety, expected 
return and quality of the business before we build 
conviction in a less liquid opportunity.

•	 Impose maximum position sizes for illiquid stocks based on 
our buy list conviction levels: 
For example, small and mid cap stocks will typically be 
allocated a ‘buy low’ recommendation on our buy lists.

•	 Monitor and limit our overall aggregate exposure to mid 
caps at the portfolio level: 
This is very important to ensure that our process is scalable 
in the future, in terms of further growth in our assets under 
management. 

Our approach helps us to exploit opportunities that the market 
often overlooks 

We strive to consistently apply a simple philosophy to exploit 
the opportunities that the market pitches at us. We look to do 
this across the widest possible universe of opportunities, across 
all market cap sizes and within a global universe. Our portfolios 
will often look different to many of our peers, as we research 
and invest in companies where we believe the market has 
mispriced the underlying quality of the company.

A long-term view allows us to exploit mispricings

We believe that producing consistently superior investment 
returns requires a rational investment process that carefully 
assesses the likelihood of an investment delivering adequate 
returns at acceptable levels of risk. We can only express 
confidence in our return expectations if we are prepared to take 
a long-term investment view. The reason is that, over the short 
term, stock prices are unpredictable and at the mercy of market 
sentiment and prevailing economic conditions. Over the long 
run on the other hand, we can be more confident that good 
companies will outperform and cheap companies will revert 
towards fair value. This is because markets are so preoccupied 
with the short term that mispricings occur. The goal of long-
term investors like ourselves is to try to exploit these mispricings. 

The quality of a company’s management team becomes 
evident over the long term 

Because we take a long-term view on each of our investment 
decisions, management will have a big bearing on the 
performance of our investments. Over long periods of time 
(five years or more), it will be very clear whether a CEO and 
their management team are skillful, are able to outperform the 
competition, and add value for shareholders.

The most successful CEOs in history all shared some common 
characteristics 

I recently read an insightful book that reflects on the importance 
of the CEO and the characteristics of some of the most successful 

Shaun is a CA(SA) and a CFA charterholder. He has been managing the PSG Equity Fund since 2002.

kIller ceos take a 
long-term vIew and 
tHInk lIke owners
By Shaun le Roux

Source: “The Outsiders”, William Thorndike, 2012

Graph 1: The value of a dollar invested with “The Outsider CEOs” versus their peers, the broader market and Jack Welch
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Philipp obtained a BComm (Hons) Economics from the University of Stellenbosch and is a CFA charterholder. He has been an analyst 
on the equity team since 2007 and serves on the PSG Asset Management Investment Committee.

eoH as a potentIal future 
large cap busIness
an update on our Investment case 
By Philipp Wörz

EOH has met our investment criteria for a number of years 

At PSG Asset Management, our primary objective is to 
minimise the possibility of losing money while at the same time 
maximising returns for our clients. To achieve this, we look for 
investment opportunities across the market cap spectrum and 
across regions, since we follow an integrated offshore process. 
Greg Hopkins refers to our investment philosophy on page 2. 

EOH, an information technology (IT) services business, has met 
our investment criteria for a number of years, and we have 
written about the company in Angles & Perspectives before 
(second quarter, 2012). The stock has been one of the top 
contributors to our funds’ overall performance over the past 
number of years. This article aims to show how EOH fits into 
our investment framework and why we continue to view the 
company as an attractive investment opportunity. 

Instead of an IT business, we think of EOH as a business enabler 

It’s easy to fall into the trap of grouping all South African IT 
stocks in one basket. Historically, these businesses were viewed 
as lower quality companies that generate the bulk of their 
earnings from re-selling low margin technology products and 
that largely rely on repeating one-off deals.

As IT is by its nature a complex industry, it took us some 
time and extensive ongoing management and competitor 
engagement to get under the skin of what exactly EOH does 
and how they do it.

In simple terms, EOH provides its clients with mission critical 
solutions and services across the IT and business process 
outsourcing spectrum, which enables clients to operate their 
businesses efficiently. We therefore don’t think of EOH as an IT 
business but rather as a business enabler that employs skilled 
people on a continent that is characterised by a skills shortage. 

EOH’s business model strongly supports their competitive 
advantage 

EOH is in an enviable position in that is has become integral to 
the effective functioning of many of its clients, which means 
it will be difficult and costly for clients to replace EOH with 
a competitor. Put another way, EOH has a strong hook into 
their clients and more than 50% of EOH’s business is annuity 
in nature. Additionally, no single client amounts to more 
than 3% of revenues, which limits contract-specific risk, and 
less than 10% of profits are generated from selling physical 
technology infrastructure. 

Part of EOH’s competitive advantage stems from its organisational 
structure. The fact that each cluster of smaller business units 
drive their own growth while simultaneously working for the 
greater good of the group enables above average long-term 
growth. This structure also means acquisitions can be integrated 
easily and cross-selling initiatives can gain traction early on. 

Overall, EOH has the brand strength, skills, balance sheet and, 
in the South African context, the BEE credentials to be attractive 
to clients and partners. 

Management and staff own a big part of the business
 
We prefer to invest in companies managed by individuals 
with proven track records and where management is aligned 
to shareholders, preferably via personal shareholding in the 
business. 

EOH management and staff own about 40% of the company. 
Led by its founder Asher Bohbot, the company has a 
phenomenal track record of growing earnings. Up until 2013, 
EOH managed to compound diluted headline earnings per 
share (HEPS) by 29% and 27% over 5 and 10 years respectively 
(as shown in graph 1), while generating an average return on 

CEOs in postwar US. “The Outsiders: Eight Unconventional CEOs 
and Their Radically Rational Blueprint for Success”, written by 
William Thorndike, chronicles eight highly unorthodox business 
leaders, including legends like Warren Buffett, Henry Singleton 
and John Malone. Graph 1 on the previous page shows how 
these CEOs managed to multiply the value of their companies 
compared to their peers.
 
In my view, the most important common trait among these 
CEOs is that they thought and acted like owners and not like 
employees. This manifested in many areas but most noticeably 
in capital allocation, which is the most important contributor 
to long-term returns. The businesses they ran also share some 
common characteristics: they were decentralised, there was a 
culture of keeping costs low, there was an emphasis on cash 
flow, and they didn’t care about Wall Street analysts or the press.

Capital allocation decisions are a key indicator of quality 
leaders 

Most of all, this group of CEOs distinguished themselves 
with regards to capital allocation. They always made capital 
allocation decisions with an eye on the value that could be 
added to shareholders over the long term. Each CEO made at 
least one large transformational acquisition. However, they 
tended to be very patient, careful not to overpay and willing to 
pounce only when they saw a high probability of success. They 
all demonstrated a willingness to buy back and retire significant 
portions of their own share count, often when Wall Street 
frowned on it, but always when their stock was cheap and 

better opportunities were not available. These CEOs thought 
on a per share basis, or as owners, and did not have a problem 
with shrinking the size of their business. 

We actively seek out managers who think like owners 

While we view competitive advantage (Moat) and price 
(Margin of Safety) as equally important constituents of an 
investment opportunity, we take our assessment of the CEO and 
management team very seriously (Management). We believe 
that they have a material impact on stock performance over 
the long term. 

We actively seek out managers who think like owners and who 
take long-term decisions that are in the interest of shareholders. 
Analysing management shareholding, incentive schemes and 
past capital allocation decisions provide us with evidence 
that management’s interests are aligned with shareholders’ 
interests. 

We take confidence that management will add shareholder 
value in future if the following are in place: management hold a 
significant amount of shares in the company, there are incentive 
schemes that reward long-term returns on capital, and the 
business has a track record of value-adding capital allocation. In 
general, we believe a long-term, aligned partnership between 
an effective CEO and his or her management team can be a very 
rewarding relationship.
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equity of 28%. Earnings growth will likely accelerate in 2014. 
We continue to back EOH’s management team in allocating 
capital in the interests of shareholders.

We like to buy exceptional businesses for less than their 
underlying intrinsic values

What exactly causes a business’ share price to substantially 
deviate from its intrinsic value is not all that clear cut. However, 
fear, greed and a misunderstanding of the business usually play 
a significant role. In EOH’s case, the company traded at a price-
earnings (P:E) ratio of less than 5.5 times in 2009, even though 
earnings per share had compounded by 24% over the previous 
five years and management were bullish on the company’s 
future prospects. 

Market participants, probably still scarred from the burst of 
the IT bubble earlier in the decade, certainly did not agree 
with management’s bullish stance. Additionally, many people 
argued that EOH’s growth had been too acquisitive and 
therefore unsustainable. 

We agree that acquisitions can raise a company’s risk profile,  
but if executed well, they can be extremely complementary. 
Case in point, EOH’s acquisition of software provider Sybrin in 
2013 immediately provided EOH with a footprint in 17 African 
countries through which they can offer alternative services. 
For Sybrin, being part of the EOH family provides them access 

to an enlarged client base, which should fundamentally boost 
their growth.

Our process in practice – we have reduced our conviction in 
EOH based on valuations 

Up until 2012, EOH was a high conviction call. We have been 
reducing our exposure to the share since then as the company’s 
stellar earnings growth, coupled with an expansion of the P:E 
multiple resulted in the share price almost tripling.
 
So where do we stand today? In the last part of 2013, EOH 
traded at a P:E ratio of 27 times. While this valuation looks 
steep at face value, we continue to believe that EOH is trading 
at a discount to underlying value.

First half 2014 earnings per share increased 35%, placing the 
share on 23 times earnings. However, after annualising the 
strong first half performance, the rating reduces to 19.5 times, 
or 16.5 times cash earnings. This is attractive for a company of 
EOH’s quality and long-term growth prospects.

EOH trades at an average-market rating with above-market 
quality and a long runway for growth

South Africa’s IT services and business process outsourcing 
industries are growing ahead of GDP. Given EOH’s skills and 
brand positioning within this space, the company is in the 

Graph 1: Diluted headline earnings per share (HEPS) and share price of EOH (1999-2013) 

Sources: EOH Annual Reports, PSG Asset Management

ideal position to continue taking market share for many years 
to come. 

This backdrop, combined with EOH’s capital-light business 
model, the great entrepreneurial management team who 
is aligned to shareholders, and the ongoing requirement by 
businesses to innovate and become more efficient, should lead 
to strong long-term growth in profits. 

We believe that many of today’s large cap stocks used to be 
mid cap stocks at a point in time, which makes this space a 
fertile hunting ground for tomorrow’s compounders. EOH’s 
current market cap is less than R10 billion, which is a long way 
from the Top 40!
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fund focus: 
tHe psg balanced fund
Manager: Paul Bosman

Until recently, we have featured a Meet the Manager segment 
in this publication, but we have now introduced our readers to 
the entire team. It’s a team that has been together for a long 
period of time.

Going forward we intend to give you some insight into the 
funds that we manage – beyond the information contained in a 
fund fact sheet. We believe that all investors should truly know 
and understand what it is that they are investing in. We do that 
for the companies we invest in and you should do the same for 
the funds you choose.

We kick off this edition with the PSG Balanced Fund, our fund 
with the longest track record.

Nearly 15 years of consistent performance

The PSG Balanced Fund is the oldest fund that PSG Asset 
Management manages, having launched on 1 June 1999 – nearly 
15 years ago. Over this period, the Fund has only had three 
managers and has generated exceptional risk-adjusted returns.

Balanced funds – multi-asset class diversity

Balanced Funds provide investors with a diverse exposure to the 
asset classes being equity, bond, money and property markets. 
The PSG Balanced Fund is regulated by the Association for 
Savings and Investment SA (ASISA) and sits in the following 
ASISA Sector: Domestic Multi-Asset High Equity. Portfolios in 
this sector must at all times have:

•	 At least 75% of their assets invested domestically,
•	 No more than 75% of the portfolio in equities (local and 

offshore), and
•	 No more than 25% of the portfolio in listed property.

Funds in this sector must comply with Regulation 28 of the 
Pension Funds Act, which makes the PSG Balanced fund an ideal 
retirement vehicle.

One of the most significant benefits of having a multi-asset class 
mandate is that the manager’s hands are never tied. This is key 
to risk management as it enables the manager to move out of 
risky asset classes to more appropriately priced opportunities. 
Such flexibility is significantly less in the case of interest-bearing 
funds, equity funds and real estate funds. While such funds are 

certainly suitable for clients with more specific needs, the PSG 
Balanced Fund is ideal for investors who:

•	 Would prefer the fund manager to make the asset 
allocation decisions, and

•	 Aim to build wealth within a moderate risk investment.

Fund benchmark and objectives

The Fund has a benchmark of inflation plus 5%.

The primary objective of the Fund is long-term growth of 
capital, but with buffered exposure to the volatility of the equity 
market. More specifically, we want to achieve the following:

•	 Measured over very long periods of time, we would like to 
comfortably outperform the Fund’s benchmark of inflation 
plus 5%. 

•	 Measured over medium- to long-term periods of time, we 
would like to achieve the Fund’s benchmark

•	 We want to achieve the above while taking less risk than 
the average balanced fund. We regard risk as drawdown of 
any client’s investment, regardless of when they invested. 
For us wealth preservation is key.

The importance of minimising drawdowns

The priorities above go hand-in-hand with each other. Good 
long-term returns tend to be the result of limited drawdowns. 
In a building marred by power interruptions, the employee 
who saves his work frequently will get a lot more done over 
time than the colleague who has to spend many office hours 
on redoing unsaved work. If you bank what you have achieved, 
you gradually ratchet ahead of others.
 
Chart 1 shows the Sharpe-ratios (a standard measure of risk-
adjusted returns) as well as the maximum monthly drawdown 
of each of the PSG Balanced Fund’s most prominent peers. As 
can be seen, the PSG Balanced Fund had the lowest drawdown 
of all ten funds and also demonstrated the best risk-adjusted 
returns over the period.

It is not only the extent of the drawdown that is important, but 
also the nature. The one kind is a general sell-down of assets, 
regardless of quality and valuation. The second kind is where 
specific securities are sold off due to quality or valuation. We 

Chart 1: Sharpe ratios and maximum monthly drawdowns of PSG Balanced Fund peers* (5-year period ending 31 March 2014)

Source: Morningstar 

*Top peers by amount of net flows Q4 2013. Benchmarked against sector average. SteFI call deposit as risk free rate. 

don’t mind being a recipient of the first kind of drawdown 
because high quality and grossly undervalued assets tend to 
recover their prices reasonably quickly. We do mind the second 
kind of drawdown as we see this pain as being self-inflicted and 
probably caused as a result of sloppy analysis. 

Portfolio construction: how we put it all together

Having such a wide range of assets to choose from means that 
there are a number of moving parts for the manager.

As a point of departure, in order to achieve the Fund’s benchmark 
– through the cycle – the Fund requires a significant exposure to 
equities. What is significant? In our experience of managing the 
Fund, this exposure would typically be 55% to 75%. 

At PSG Asset Management we construct all our portfolios from 
the bottom up, focussing on valuations. When we value an 
asset (be it an equity, a bond or any other security) we look 
at its prevailing value relative to long-term trends as well as 
relative to other assets within the same asset class and across 
asset classes.

In the graph 1 you can see the various asset classes from which 
we can choose. The gold line shows the long-term inflation 
expectation that – at the shortest levels of maturity – tends 
to meet the return generated by cash instruments. The blue 
line moving up and to the right shows the required rate of 

return that we demand from the different assets before we are 
prepared to invest.

However, we do not follow a blanket asset class selection 
process. We consider every individual investment opportunity 
on merit. For example, when bonds seem generally attractively 
priced we will spend hours of work to find the bond issuers 
that adhere to our credit requirements. It is only when we 
can find assets that are giving us yields above the blue line 
and that are of sufficient quality that we would use our cash 
to pounce. As long as we do our homework thoroughly and 
remain disciplined with regards to valuations, our clients will be 
exposed to significantly less risk than would be the case for the 
average balanced fund.

The role of cash

Ideally, we like to have large amounts of cash when market 
wide drawdowns occur. This offers us the opportunity to buy 
the securities that we’ve been eyeing for a long time.

This in no way means that we try to guess or predict when there 
will be a sell-off. The level of cash in the Fund is a result of 
our bottom-up process. There are higher levels of cash in the 
Fund when we can find fewer undervalued opportunities and, 
vice versa, the Fund has lower levels of cash when there are 
more overvalued securities. As a result of this process, when the 
market pulls back and the expensive assets become cheaper, the 



PSG ASSET MANAGEMENT ANGLES & PERSPECTIVES1ST QUARTER 2014 1ST QUARTER 2014

12 13
Graph 1: How we choose assets for the PSG Balance Fund

Graph 2: Total return of the PSG Balanced Fund and its sector peers (5-year period ending 31 March 2014)

Source: PSG Asset Management 

Source: Morningstar Direct

Fund tends to be buffered by the higher than average holdings 
in (positive returning) cash, which tends to limit the drawdown. 
As valuations of the assets become more and more attractive, 
we deploy our cash. 

Getting the balance right

Graph 2 shows the total return of the PSG Balanced Fund and its 
sector peers, 146 funds, plotted against the standard deviation 
(volatility) of the funds over the 5-year period ending 31 March 
2014. The cross-hairs show the sector average.

Funds that gave the best risk-adjusted returns were those closest 
to the top left corner, where the returns were higher and the 
risk was lower. Over this full period we are pleased that the PSG 
Balanced Fund delivered high returns for its investors (in the 
top 6% of the returns), but that this was achieved without very 
much risk (83% of the funds took more risk).

Conclusion

Since inception, the PSG Balanced Fund has given its investors 
a return of 15.68% per year - no less than 5.03% per year more 
than its benchmark of inflation plus 5%. Considering that 
the FTSE/JSE All Share Index gave investors a total return of 
18.28% over this period at significantly higher volatility, this 
demonstrates the benefits of utilising a multi-asset mandate 
correctly. 

At PSG Asset Management we are very focussed on executing 
on an investment process that has been developed and refined 
over many years. We know that by following a disciplined 
process, which is generally contrarian of nature, we can 
continue to achieve our objective of exceptional risk-adjusted 
returns over time. 
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PSG Equity Fund

Top 10 equities

Anglo American Plc

Steinhoff International Holdings Ltd

Microsoft Corp

Old Mutual

Exxaro Resources Ltd

Capitec Bank Holdings Ltd

Clover Industries Ltd

Adcorp Holdings Ltd

Glencore Xstrata Plc 

Truworths Int Ltd

Asset allocation

• Resources 18.0%

• Financials 17.0%

• Industrials 42.0%

Domestic equity 77.0%

• Foreign equity 23.0%

Total 100%

PSG Flexible Fund

Top 10 equities

Steinhoff International Holdings Ltd

Anglo American Plc

Berkshire Hathaway Inc

Capitec Bank Holdings Ltd

J Sainsbury Plc

Sasol Limited

Super Group Ltd

Microsoft Corp

Porsche Automobil Holdings

Eqstra Holdings Ltd

Asset allocation

• Resources 15.0%

• Financials 8.0%

• Industrials 23.0%

Domestic equity 46.0%

• Foreign equity 24.0%

• Domestic cash 30.0%

Total 100%

portfolIo HoldIngs as at 
31 marcH 2014

PSG Balanced Fund

Top 10 equities

Steinhoff International Holdings Ltd

Anglo American Plc

Super Group Ltd

Berkshire Hathaway Inc

Capitec Bank Holdings Ltd

J Sainsbury Plc

Microsoft Corp

Sasol Ltd

Adcorp Holdings Ltd

International Business Machine Corp

Asset allocation

• Resources 9.0%

• Financials 5.0%

• Industrials 21.0%

Domestic equity 35.0%

• Domestic bonds 12.0%

• Domestic cash 29.0%

• Foreign equity 24.0%

Total 100%

PSG Stable Fund

Top 5 equities

Berkshire Hathaway Inc 

Microsoft Corp

Steinhoff International Holdings Ltd

Anglo American Plc

Capitec Bank Holdings Ltd

Top 5 bond issuer exposures

Landbank 

Netcare Investments (Pty) Ltd 

Transnet Soc Ltd

Absa Bank Ltd

Mercedes-Benz SA Ltd

 

Asset allocation

• Resources 4.0%

• Financials 2.0%

• Industrials 9.0%

Domestic equity 15.0%

• Domestic bonds 15.0%

• Foreign equity 16.0%

• Domestic cash 54.0%

Total 100%

Performance Performance Performance Performance

PSG Global Equity Fund

Top 10 equities

Berkshire Hathaway Inc

International Business Machines Corp

Capital One Financial Corp 

Steinhoff International Holdings Ltd

JP Morgan Chase & Co

Microsoft Corp

Porsche Automobil Holdings - 

Preferred

Cisco Systems Inc

Anglo American Plc

Target Group

Regional allocation

• US 48.0%

• Europe 25.0%

• UK 19.0%

• Africa 5.0%

• Cash 3.0%

Total 100%

PSG Global Flexible Fund

Top 10 equities

Berkshire Hathaway Inc

International Business Machines Corp

JP Morgan Chase & Co

Capital One Financial Corp 

Steinhoff International Holdings Ltd

Microsoft Corp

Porsche Automobil Holdings - 

Preferred

Cisco Systems Inc

Anglo American Plc

J Sainsbury Plc

Regional allocation

• US 45.0%

• Europe 17.0%

• UK 15.0%

• Africa 5.0%

• Cash 18.0%

Total 100%

PSG Income Fund

Top 10 bond issuer exposures

Nedbank Ltd

Absa Bank Ltd

Capitec Bank 

Barloworld Ltd

Bidvestco Ltd

Firstrand Bank Ltd

Netcare Ltd

Mercedes-Benz SA Ltd

Landbank 

The Thekwini Fund Ltd

Asset allocation

• Fixed rate notes 8.0%

• Floating rate notes 88.0%

• Cash and NCDs 4.0%

Total 100%

PSG Optimal Income Fund

Top 5 equities
 

Steinhoff International Holdings Ltd

Berkshire Hathaway Inc

J Sainsbury Plc

Microsoft Corp

International Business Machine Corp

Top 5 bond issuer exposures

Nedbank Ltd

Capitec Bank Holdings Ltd

Barloworld Ltd

Transnet Soc Ltd

Landbank

Asset allocation

• Local equity 3.0%

• Local cash 29.0%

• Local bonds 64.0%

• Offshore equity 4.0%

Total 100%

Performance PerformancePerformance Performance

1ST QUARTER 2014 1ST QUARTER 2014
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performance to 
31 marcH 2014

FUND PERFORMANCE

1 Year 2 Years** 3 Years** 5 Years** 10 Years** Inception**
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LOCAL FUNDS

PSG Equity A  R 1 524 038 827  34.28 1 119  29.63 1 109   21.94 4  94  27.09 1 84 20.64 9 46 01/03/2002  21.43 3  41

PSG Equity A BM (JSE All Share TR)  23.59 40 120 23.04 20 110  17.62 31  95 21.98 21 85 19.53  16.53 30  42 

PSG Flexible  R 4 481 154 948  27.06 3 71  21.70 15 66   18.30 14  62  25.04 4 53 18.69 2 14 01/11/2004  18.99 3  15

PSG Flexible BM: CPI +6% 11.96 51 72 11.90 51 67 11.97 41 63 11.47 39 54 11.95 13 16

PSG Balanced A  R 2 818 016 851  20.06 10 108  18.43 23 98   16.10 18  85  18.71 4 64 15.52 13 24 01/06/1999  15.68 4  13

PSG Balanced BM: CPI +5% 10.94 94 109 10.88 95 99 10.95 72 86 10.45 60 65 10.87 10.65 12 14

PSG Stable  R 1 507 179 375  10.68 39 90  12.37 40 83 13/09/2011  12.53 39 78

PSG Stable BM: CPI+3% 8.93 63 91 8.88 72 84  8.73 69 79

PSG Optimal Income  R 345 161 705 7.21 6 56  8.70 5 51   7.75 17 41  8.26 9 33 10/04/2006  7.94 13  22

Alexander Forbes Short Term Fixed Interest Index   4.80 38 57  4.84 48 52   4.99 38 42  5.64 32 34   7.09 20  23

PSG Income  R 48 735 185 4.88 26 29 5.00 26 28 01/09/2011 5.40 21 24

Alexander Forbes Money Market Index 5.30 20 30 5.33 25 29 5.40 22 25

PSG Money Market A  R 2 269 652 153  5.10 23 28  5.13 24 27   5.23 22 27  6.02 15 24 7.41 9 17 01/11/1998 8.92 4 6 

South African IB Money Market Mean  5.20 12 29  5.25 11 28   5.31 11 28  6.08 9 25 7.43  9.00 5 7 

PSG Global Equity Feeder Fund  R 87 243 610  31.92 13 26  28.74 19 23 05/04/2011 19.88 20 21

MSCI World NR USD 36.53 5 27 35.13 4 24 28.13 3 22

OFFSHORE FUNDS  

PSG Global Equity $28 981 061  16.87 106 552  11.70 215 494  6.09 272 444 23/07/2010  7.73 263 413 

MSCI World NR USD  19.08 67 553 15.41 63 495   10.22 70 445   13.98 31 414 

PSG Global Flexible Fund $60 202 537 14.02 12 90 01/01/2013 13.01 12 83

US CPI +6% 7.13 35 91 7.65 30 84

* Manager inception dates
** Annualised (for periods greater than 12 months)
All the performance data is net of fees, for a lump sum, includes income, and assumes reinvestment of income on a NAV to NAV basis.
Source: © 2014 Morningstar, Inc. All Rights Reserved.
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PSG Asset Management Unit Trusts

Local Unit Trusts

0800 600 168
utadmin@psgam.co.za

Offshore Unit Trusts

0800 600 168
utoffshoreadmin@psgam.co.za

General Enquiries 

+27 21 799 8000 
info@psgam.co.za

Website

www.psgam.co.za 

contact InformatIon

All references to “PSG Asset Management”, “PSG” or “we” shall be deemed, unless otherwise stated, to include PSG Asset Management (Pty) Ltd, 

PSG Collective Investments Limited, PSG Asset Management Administration Services Ltd and PSG Asset Management Group Services (Pty) Ltd, all 

being subsidiaries of PSG Asset Management Holdings (Pty) Ltd, a wholly owned subsidiary of PSG Konsult Limited. PSG Konsult Limited is a juristic 

representative of PSG Konsult Financial Planning, an Authorised Financial Services Provider, FSP 728.

PSG Asset Management Administration Services (Pty) Limited is an Authorised Financial Services Provider, Registration Number 1999/014522/07, FSP 

Number 563. PSG Asset Management Administration Services (Pty) Limited administers the PSG Voluntary Investment Plan. PSG Asset Management 

Nominees (Pty) Limited is the entity that holds investments in the PSG Voluntary Investment Plan in safe custody for your benefit exclusively. PSG 

Asset Management Life Limited is an Authorised Financial Services Provider, Registration Number 1999/010087/06, FSP Number 22557. PSG Asset 

Management Life Limited is the underwriter of the PSG Asset Management Retirement Annuity, PSG Asset Management Preservation Funds, the 

PSG Asset Management Equity Linked Living Annuity and the PSG Asset Management Endowment Investment.

PSG Fund Management (CI) Limited as Manager of the PSG Global Equity Fund is licensed by the Guernsey Financial Services Commission (“GFSC”). 

The PSG Global Equity Fund is a Class B open-ended collective investment scheme authorised by the GFSC. 

Collective Investments Schemes are generally medium to long-term investments. The value of participatory interests may go down as well as up and 

past performance is not a guide to future performance. Collective Investment Schemes are traded at ruling prices and can engage in borrowing 

and scrip lending. A schedule of fees and charges and maximum commissions is available on request from PSG Collective Investments Limited. 

Commission and incentives may be paid and if so, are included in the overall costs. Forward pricing is used. The Portfolios may be capped at any 

time in order for them to be managed in accordance with their mandate. Different classes of units apply to some portfolios and are subject to 

different fees and charges. PSG Collective Investments Limited is a member of the Association for Savings and Investments South Africa (ASISA). 

Conflict of Interest: PSG Asset Management (Pty) Ltd will earn fees at the Funds’ level in addition to fees earned at the underlying fund level 

where a discounted charge will apply. All discounts negotiated are re-invested in the Fund for the benefit of the unit holder. Neither PSG Collective 

Investments Limited nor PSG Asset Management (Pty) Ltd retains any portion of such discount for their own account. The Fund Manager may use 

the brokerage services of a related party, Online Securities Ltd, trading as PSG Online. 

© 2014 PSG Asset Management Holdings Limited.
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Cape Town Office

Physical address

First Floor, PSG House

Alphen Park

Constantia Main Road

Constantia, Western Cape

Postal address

Private Bag X3 

Constantia, 7848

Switchboard

+27 21 799 8000

GPS co-ordinates 

S 34° 00.863´ E 18° 27.387´

Guernsey Office

Address

11 New Street

St Peter Port

Guernsey, GY1 2PF

 

Switchboard

+44 1481 726034

Client services

SA Toll Free 

0800 600 168


