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April 2017 

 

Abax Equity Fund Commentary 
 
The Fund moved 5.3% higher over the course of April 2017, outperforming the JSE Capped SWIX All 

Share Index, which increased +3.5%. Year-to-date, the Fund is up 7.8%. It is pleasing that the funds 

relative performance has improved over the past year, after a tough start to 2016.  

 

Naspers (+9.3%), together with the fund’s holdings in Mediclinic (+18.3%) and Mondi (+9.8%) were 

the primary positive contributors to the funds’ performance.   

 

Naspers performed very strongly in April 2017 and rose to a weighting now in excess of 18% of the 

fund. Despite our conviction of the long-term merit of the funds large holding in Naspers and despite 

the diverse nature of the companies underlying businesses, at 18% of the fund it is at the extreme end 

of our risk tolerance.  As a consequence, we have implemented a derivative structure over a portion 

of the Naspers holding, which will provide some protection to the fund should the price of Naspers 

fall, but will also reduce the extent of the participation in its rise above R2,750 per share which is 5.5% 

above the current trading price. 

 

Data for the first few months of 2017 confirm that global growth will be stronger this year than 

last.  Amongst the advanced economies, unemployment in the world's largest economy fell to the 

lowest rate in 10 years, with the US jobless rate measuring 4.4% in April 2017.  In addition, European 

economies appear to be recovering from a long period of stagnation. Chinese GDP growth (+6.9%) for 

the first quarter of 2017 was also firmer than expected.  Alongside this healthy economic backdrop, 

sentiment is being supported by a relatively stable risk backdrop, such as the market friendly outcome 

in the French Presidential election.  The pro-EU centrist Emmanuel Macron achieved a decisive victory 

over the far-right National Front candidate Marine Le Pen in the presidential election.  Macron’s 

victory has been hailed as holding back a tide of populism after the Brexit vote and Donald Trump’s 

victory in the US election. 

 

Local news flow has been less encouraging.  The political events in South Africa in the last several 

weeks and resultant sovereign downgrades are well documented. These events continue to have a 

negative impact on consumer and business confidence.  Business sentiment in South Africa’s 

manufacturing sector slipped sharply in April - the ABSA Manufacturing PMI fell to 44.7 in April from 

52.2 in the previous month. The reading pointed to the biggest contraction in the factory activity since 

January 2016 (at the time of Nenegate).   

 

Looking ahead, risks are skewed toward further GDP disappointment in South Africa, fiscal slippage 

and ratings downgrades, thus the need for caution.  We continue to hold large positions in globally 

diversified businesses due to our positive view on the fundamentals of these companies.  These 

positons will also benefit from a weaker rand which we believe is more likely in the balance of 2017 

due to the abovementioned poor local fundamentals.  The portfolio currently trades on a forward 

rolling Price/Earnings (P/E) ratio of 14.4x and a dividend yield of 2.8%. 
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*The Fund's benchmark was the FTSE/JSE Shareholder Weighted Total Return Index for the period 1 

January 2009 to 31 March 2017. Prior to 2009 the Fund's benchmark was the ASISA South African 

General Equity Average. 


