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Abax Balanced Fund Commentary 
 
Jacob Zuma has asserted his control over the ANC and South Africa. There are 2 ways he can be 

stopped: 

 

1) The NEC votes to recall him as president. It is not clear that there are the votes in the NEC to 

achieve this. 

 

2) The ANC sides with the opposition on a motion of ‘No confidence’ and then agrees on a 

replacement. A vote of no confidence would need a large faction of the ANC to align with the 

opposition. This block in parliament could then choose the new president and then purge Zuma’s 

allies. It is not yet clear that there is sufficient appetite in the ANC to achieve this. 

 

We currently believe there is no more than a 25-35% chance of Zuma being ousted. In the event that 

he is ousted, bonds and related assets are not unreasonably priced, although they are still not cheap). 

If he survives and is able to push his agenda then risk premiums need to move much higher. 

 

Therefore the payoff profile is currently asymmetrical (skewed to the downside), and we will not be 

buying SA risk premium (or related assets) until yields are higher, Zuma is ousted or our view on how 

policy is likely to be managed shifts.   

 

Fund update 

 

The Fund produced a return of 2.6% net of fees for the first quarter of 2017, in line with the benchmark 

(peergroup average) return of 2.5%. Over the past year, the fund delivered 7.2% compared to the 

peergroup average of 2.1%.  Since inception, in July 2011, the net of fee return has been 12.4% p.a. 

compared to the peergroup of 9.7% p.a. 

 

Over the course of the quarter, the fund enjoyed strong returns from its allocation to global equities, 

via both the Abax Global Equity Fund and our geared Eurostoxx notes. The fund benefitted from its 

large holdings in Naspers, British American Tobacco/Reinet and Santam. A number of smaller, 

differentiated positions positions also added to performance, namely: Murray and Roberts 

(subsequently sold), Shoprite Convertible Bonds (which matured well above the strike price and have 

now been converted to Shoprite equity), Master Drilling, Comair and Delta Property Fund.   

 

The Fund was adversely impacted by our holdings in SA Banks (Barclays Africa and Firstrand), the JSE 

and Mediclinic - to which we have been adding to in weakness - and Steinhoff. 

 

Over the course of the quarter we decreased our domestic property (sold Growthpoint in its entirety 

and trimmed Delta) equity exposure into rand strength and increased our rand hedge exposure and 

our allocation to gold. We currently hold no domestic government bonds. 

 
 


