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June 2017 

 

Abax Equity Fund Commentary 
 
The Fund declined -3.6% in June 2017, underperforming the JSE All Share Index which declined by -

3.5%.  Primary contributors to the under-performance in the month were holdings in our larger Rand 

Hedge positions - Reinet (-6.9%), Mediclinic (-6.4%) and Naspers (-6.3%).  This was offset to a degree 

by our holdings in Barclays Africa (+3.4%) and Old Mutual (+2.1%).   

 

Local news flow remained concerning during the month of June.  The new Public Protector, Busisiwe 

Mkhwebane, recommended to change the Constitutional mandate of the South African Reserve Bank 

(SARB).  Such statements will continue to undermine confidence. In addition, the Minister of Mineral 

Resources and Development, Mosebenzi Zwane, made public the long-awaited revised version of the 

Mining Charter.  The populist tone of the Mining Charter will simply result in further, accelerated, job 

losses – hardly a desirable outcome given that South Africa’s unemployment rate is already at an 

alarming level.  

 

In our opinion, confidence and growth will likely remain fragile for the balance of 2017.  The 

International Monetary Fund share this view, and recently highlighted the prospect of protracted 

economic policy uncertainty, together with a deterioration in the quality of governance, as key risks 

to South Africa’s growth outlook.  The underlying struggle between the various power blocks in the 

ANC (represented by those backing Nkosazana Dlamini-Zuma for president in December and those 

backing Cyril Ramaphosa) remains top of mind. The outcome of this contest, including whether a 

compromise is reached, will be profoundly consequential for South Africa's future. 

 

Investors in the fund will be familiar with our long-term approach of investing in defensive, 

economically robust businesses, at reasonable prices, run by competent management teams which 

we believe will produce consistent compounding growth in profits and dividends.  The portfolio 

contains a balance between globally diversified businesses (such as Naspers, British American 

Tobacco, Steinhoff and Mediclinic) combined with domestic oriented stocks which will flourish should 

an improvement materialize in South Africa (such as Firstrand, AVI and Tigerbrands).   

 

The portfolio trades on a forward rolling Price/Earnings (P/E) ratio of 14.2x and a dividend yield of 

2.9%. 

 


