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Portfolio description and summary of investment policy
The Portfolio invests in the cautious mandates of a minimum of three managers, all of which
are managed to comply with the investment limits governing retirement funds. The Allan Gray
Stable Portfolio has a target allocation of 30% (excluding cash) in the Multi-Manager Portfolio.
This allocation can change as a result of performance within pre-defined parameters.  
The Portfolio is a pooled portfolio offered by Allan Gray Life and is only available to members 
of the Allan Gray Umbrella Pension Fund and the Allan Gray Umbrella Provident Fund 
(collectively known as the Allan Gray Umbrella Retirement Fund).

Portfolio objective and benchmark
The Portfolio aims to provide a high degree of capital stability and to minimise the risk of loss
over any two-year period, while producing long-term returns that are superior to bank deposits.
The Portfolio’s benchmark is the Consumer Price Index, plus 3%.

How we aim to achieve the Portfolio’s objective
We have selected managers with a strong track record who have consistently executed on
their investment approach over time. These managers have complementary investment
styles which, when combined appropriately, should improve the Portfolio’s potential to
deliver returns through different market cycles.

Suitable for those investors who
 � Are risk-averse and require a high degree of capital stability
 � Seek both above-inflation returns over the long term, and capital preservation over any 

two-year period
 � Require some income but also some capital growth
 � Wish to invest in a portfolio that complies with retirement fund investment limits
 � Wish to diversify risk across multiple managers

Annual management fee
Each underlying manager charges a fee within their portfolio. Where performance fees are
charged, this is based on the performance of the portfolio compared to its benchmark.
The benchmarks of the underlying portfolios may differ from the benchmark of the Portfolio.
Allan Gray charges a multi-management fee based on the net asset value of the Portfolio,
excluding the portion invested in Allan Gray portfolios. This fee is 0.20% p.a. (which equates
to approximately 0.14% p.a. on the entire Portfolio).

Underlying portfolio allocation on  
30 April 2023

Portfolio % of Portfolio

Allan Gray Stable Portfolio 29.4

Coronation Inflation Plus Portfolio 24.5

Ninety-One Cautious Managed 
Portfolio 24.6

Nedgroup Investments Core 
Guarded Fund 19.4

Cash 2.0

Total 100.0

% Returns Portfolio1 Benchmark2

Cumulative:

Since inception (18 January 2019) 42.6 41.2

Annualised:

Since inception (18 January 2019) 8.6 8.4

Latest 3 years 10.5 8.9

Latest 2 years 8.4 9.7

Latest 1 year 9.1 10.5

Year-to-date (not annualised) 6.1 3.7

Risk measures (since inception)

Maximum drawdown3 -15.1 -0.6

Percentage positive months4 74.5 96.1

Annualised monthly volatility5 6.5 1.4
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Performance net of all fees and expenses
Value of R10 invested at inception

Allan Gray Multi-Manager Cautious Portfolio1

Benchmark2

Ra
nd

1.  Performance is net of all fees and expenses.

2.  Consumer Price Index, plus 3% was prorated from  
18 January 2019 to 31 January 2019.

3.  Maximum percentage decline over any period. The 
maximum drawdown occurred from 20 February 2020 to  
23 March 2020. Drawdown is calculated on the total return 
of the Portfolio/benchmark (i.e. including income).

4.  The percentage of calendar months in which the Portfolio 
produced a positive monthly return since inception.

5.  The standard deviation of the Portfolio’s monthly return. 
This is a measure of how much an investment’s return varies 
from its average over time.
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Total expense ratio (TER) and transaction costs

TER and transaction costs breakdown for the  
1- and 3-year period ending 31 December 20228,9  1yr %  3yr %

Total expense ratio6 0.76 0.83

Fee for benchmark performance 0.63 0.62

Performance fees 0.06 0.13

Other costs excluding transaction costs 0.07 0.08

Transaction costs7 0.04 0.05

Total investment charge 0.80 0.88

6.  A higher TER does not necessarily imply a poor return, nor does a low TER 
imply a good return. The current TER may not necessarily be an accurate 
indication of future TERs.

7.  Transaction costs are a necessary cost in administering the Portfolio 
and impacts Portfolio returns. It should not be considered in isolation as 
returns may be impacted by many other factors over time including market 
returns, the type of financial product, the investment decisions of the 
investment manager and the TER.

8.  Since inception of the Portfolio on 18 January 2019.

9.  This estimate is based on information provided by the underlying managers.

Asset allocation on 30 April 2023 

Asset Class Total South 
Africa Foreign

Net equities 31.8 14.4 17.4

Hedged equities 7.3 3.8 3.5

Property 2.1 1.5 0.6

Commodity-linked 2.1 1.8 0.2

Bonds 39.5 33.4 6.0

Money market, bank deposits and 
currency hedge 17.3 15.6 1.7

Total (%) 100.0 70.6 29.4

Quarterly commentary as at 31 March 2023

Global markets demonstrated strength and durability in the first quarter of this year amid an uncertain 
economic environment, characterised by obstinate inflation, slow economic growth and rising interest rates.

Global banks dominated international headlines this quarter with the surprise collapse of Silicon Valley Bank 
and Credit Suisse. This resulted in many investors' concerns moving from inflation to a possible liquidity crisis 
brewing among regional banks in the US, but because investors had confidence in the response of the US 
Federal Reserve (the Fed) to curbing the problem, most of the markets were able to come out fairly unscathed. 

In the US, the Fed raised interest rates further by 25 basis points (bps) in March, bringing the base rate to a 
range of 4.75% to 5.00%. While the Fed’s chairman Jerome Powell has hinted that he believes they are close to 
the end of the rate hiking cycle, he made it clear that the battle against inflation is not yet over. This sentiment 
was echoed by the European Central Bank (ECB) which increased rates by 50 bps. Banks are responding 
by raising credit standards and beginning to restrict credit flows, which should have a negative impact on 
consumer spending and labour markets. Despite the ongoing uncertainty, the MSCI All Country World Index 
(“MSCI ACWI”) returned 7.3% in dollars during the first quarter of this year.

Even though US stocks have remained resilient, it is reasonable to anticipate that risk assets will face 
challenges going forward, with earnings and economic growth fears dominating the remainder of 2023 – 
reasons for caution abound.

There was a re-emergence of geopolitical tension between the US and China as a result of the suspected 
spy balloon incidents around the world. China’s manufacturing Purchasing Managers’ Index (PMI), which 
provides an indication of the Chinese manufacturing sector's activity, remains positive. China’s GDP growth is 
forecasted to be stronger for 2023 at 5.4%, ahead of its 3.0% GDP growth for 2022. However, China still faces 
challenges, including a deceleration in global trade.

In South Africa, loadshedding continues to cause devastation to the South African economy as the electricity 
supply issue creates more pressure on the supply chain which engenders food price inflation. With the power 
supply crisis deepening, President Ramaphosa appointed a new Minister of Energy whose sole responsibility 
will be to end loadshedding.

In a surprise move bucking economists’ expectations, the South African Reserve Bank’s Monetary Policy 
Committee moved to hike rates by 50 bps, with the repo rate now sitting at 7.75% and the SARB Governor 
Lesetja Kganyago highlighting that his primary concern is that inflation remains stubbornly high.

The growth of the FTSE/JSE Capped Shareholder Weighted Index (“Capped SWIX”) slowed in the first quarter 
of 2023 with a return of 2.4% in rand terms, led by the industrials sector (+13.6%). Financials delivered a muted 
return of 0.4% and resources detracted with a return of -4.7%. Over the period, the rand weakened by 4.5% 
against the US dollar, which brought the Capped SWIX’s dollar return to -1.8%. The Capped SWIX significantly 
underperformed the MSCI ACWI in dollars, which returned 7.3% for the quarter, as mentioned.

The Portfolio returned 4.2% over the quarter and 7.6% over the last year (after fees). This was ahead of 
its consumer price index (CPI) plus 3% benchmark, which returned 2.1% over the quarter, but behind its 
benchmark over one year (9.8%). 

Over the quarter, on a look-through basis, Sasol, Woolworths and AngloGold Ashanti fell out of the top 10 local 
equities and were replaced by Anglo American, Richemont and MTN. Over the quarter, there was a 1.5% shift 
in exposure towards offshore, driven by greater exposure to offshore bonds.

Commentary contributed by Mpumelelo Mkhwanazi

Top 10 share holdings on 
31 March 2023 (updated quarterly)

Company % of Portfolio

Naspers & Prosus 2.1

British American Tobacco 1.5

Standard Bank 1.3

Glencore 1.1

AB InBev 1.1

FirstRand 1.0

Anglo American 0.7

Compagnie Financiere Richemont SA 0.6

Nedbank 0.5

MTN 0.5

Total (%) 10.5

Note: There may be slight discrepancies in the totals due  
to rounding.
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Commentary from 
underlying fund managers 
as at 31 March 2023

Allan Gray Balanced Portfolio  

2023 began with a significant rally in January, taking the FTSE/JSE All Share 
Index to over 80 000 – an all-time high. It subsequently rolled over in February, 
and the decline accelerated in March. 

In our view, global markets are currently not moving on fundamentals but on the 
announcements and actions of central banks, especially the US Federal Reserve 
(the Fed). Some may counter that given the significant expansion of their balance 
sheets over several years, central banks are in fact the fundamental to focus on. 

It is not just the extent to which central banks have hiked interest rates to combat 
inflation, but the speed at which they have done it, that has put pressure on long-
duration and leveraged assets. The Fed has, up until 7 March, also been reducing 
the size of its balance sheet in what is known as quantitative tightening. In our view, 
the subsequent corrections in speculative technology shares, cryptocurrencies, 
property prices and long-dated bonds in developed markets highlight the extent to 
which many markets and economies have relied on easy money. 

We arrived at the point where rather counterintuitively, the market was hoping 
for bad news from either a market or economic point of view that would force 
the Fed to pivot and start cutting interest rates, so that we could return to the 
days of easy money and ever-rising asset prices. The merits of this line of 
reasoning aside (e.g. a deep recession would mean a significant reduction in 
company profits), the market got what it wished for. It came in the form of what 
is currently an upheaval in the banking sector.

The resultant moves in some short-term interest rate markets have been larger than 
in 2008 – during the global financial crisis – and the largest since the early 1980s.

Hallmarks of this upheaval include deposits moving to large banks and money 
market funds, Credit Suisse being rescued by UBS and notably Silicon Valley 
Bank’s recent collapse. This repricing of risk and liquidity will eventually find its 
way into the real economy. Central banks are in a tight spot as the reason they 
started hiking interest rates in the first place, to combat inflation, remains high. 

Nonetheless, for the moment, the market is discounting a pivot. Mega-cap 
technology shares have rallied, and interest rates and commodities have fallen.

While we have an opinion on the above, no one can predict the outcome with 
certainty. We remain sceptical about the idea that we are magically returning to 
the old playbook.

We have been communicating this to clients for some time now and have tilted 
the Portfolios to take this scenario into account. We think about the risks as much 
as we do about the potential returns. The Portfolio has hedged 16.3% of its gross 

equity exposure, holds 18.0% in fixed income and 8.5% in precious metal ETFs and 
miners. The hedge presents a form of protection against equity market weakness 
with a return profile closer to cash plus relative equity performance. Within 
equities, the Portfolio owns depressed global shares, attractively valued global, 
locally listed staples, such as British American Tobacco and AB InBev, and local 
self-help stories, like Woolworths. We are aware that the Portfolio may look quite 
different from many of its peers, but we believe it is positioned to protect and grow 
capital in several different scenarios.

Over the quarter, the Portfolio increased its positions in AB InBev and the 
platinum ETF and reduced its holdings in Naspers and Gold Fields.

Ninety One Cautious Managed Portfolio

Performance review
For the quarter, the Portfolio delivered a positive absolute return.

Key positive contributions
The Portfolio’s offshore equity allocation was the largest contributor to absolute 
performance over the quarter, with rand weakness further adding to hard 
currency returns. Global stocks rallied hard into the start of the year, with ASML, 
Philip Morris International and Booking Holdings among the largest contributors 
to performance.

The Portfolio’s local bond component also added value as yields moved lower 
over the month, with our position in government bonds the largest contributor.

Local equities contributed marginally to performance, with Prosus moving in 
line with the global growth rally. Gold exposure was also a contributor, as the 
precious metal price advanced in rand terms.

Key negative contributors
The Portfolio’s platinum exchange-traded fund (ETF) exposure marginally 
detracted from performance, as the price of the precious metal declined in rand 
terms. On an individual security level, main detractors included Charles Schwab 
(after the stock got caught up in the wake of the banking crisis), British American 
Tobacco (as defensive counters moved out of favour relative to tech stocks), and 
Pepkor (following concerns over local growth and consumer strength).

Portfolio activity
We are not short-term traders. Instead, we prefer to buy high-quality equities 
and bonds that offer good value and hold these positions over the medium to 
long term. Over the quarter, we increased our exposure to inflation-linked bonds 
and increased the duration marginally on both the local and international fixed 
interest components.
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Important information 
for investors

Need more information?
You can obtain additional information 
about your proposed investment from 
Allan Gray free of charge either via our 
website www.allangray.co.za or via our 
Client Service Centre on 0860 000 654

© 2023 Allan Gray Proprietary Limited

All rights reserved. The information and content may not be reproduced or
distributed without the prior written consent of Allan Gray Proprietary Limited
(“Allan Gray”).

Information and content
The information in and content of this publication are provided by Allan Gray
as general information about the company and its products and services.  
Allan Gray does not guarantee the suitability or potential value of any 
information or particular investment source. The information provided is not 
intended to, nor does it constitute financial, tax, legal, investment or other 
advice. Before making any decision or taking any action regarding your finances, 
you should consult a qualified financial adviser. Nothing contained in this 
publication constitutes a solicitation, recommendation, endorsement or offer by 
Allan Gray, but is merely an invitation to do business.

Allan Gray has taken and will continue to take care that all information provided,
in so far as this is under its control, is true and correct. However, Allan Gray shall
not be responsible for and therefore disclaims any liability for any loss, liability,
damage (whether direct or consequential) or expense of any nature whatsoever
which may be suffered as a result of or which may be attributable, directly or
indirectly, to the use of or reliance upon any information provided.

Disclaimer
The Allan Gray Multi-Manager Cautious Portfolio is a pooled portfolio that
is made available to the Allan Gray Umbrella Retirement Fund. This pooled
portfolio is underwritten by Allan Gray Life Limited, a registered insurer licensed 
to provide life insurance products as defined in the Insurance Act 18 of 2017. 
Allan Gray Proprietary Limited (the ‘Investment Manager’), an authorised 
financial services provider, is Allan Gray Life’s appointed investment manager.

FTSE/JSE Capped Shareholder Weighted All Share Index 
The FTSE/JSE Capped Shareholder Weighted All Share Index is calculated by 
FTSE International Limited (“FTSE”) in conjunction with the JSE Limited (“JSE”) 
in accordance with standard criteria. The FTSE/JSE Capped Shareholder 
Weighted All Share Index is the proprietary information of FTSE and the JSE.  
All copyright subsisting in the FTSE/JSE Capped Shareholder Weighted All 
Share Index’s values and constituent lists vests in FTSE and the JSE jointly.  
All their rights are reserved.

MSCI Index
Source: MSCI. MSCI makes no express or implied warranties or representations 
and shall have no liability whatsoever with respect to any MSCI data contained 
herein. The MSCI data may not be further redistributed or used as a basis for 
other indexes or any securities or financial products. This report is not approved, 
endorsed, reviewed or produced by MSCI. None of the MSCI data is intended 
to constitute investment advice or a recommendation to make (or refrain from 
making) any kind of investment decision and may not be relied on as such.

FTSE/JSE All Share Index
The FTSE/JSE All Share Index is calculated by FTSE International Limited 
(“FTSE”) in conjunction with the JSE Limited (”JSE”) in accordance with 
standard criteria. The FTSE/JSE All Share Index is the proprietary information 
of FTSE and the JSE. All copyright subsisting in the FTSE/JSE All Share Index 
values and constituent lists vests in FTSE and the JSE jointly. All their rights  
are reserved.

FTSE/JSE All Bond Index
The FTSE/JSE All Bond Index is calculated by FTSE International Limited 
(“FTSE”) in conjunction with the JSE Limited (”JSE”) in accordance with 
standard criteria. The FTSE/JSE All Bond Index is the proprietary information 
of FTSE and the JSE. All copyright subsisting in the FTSE/JSE All Bond Index 
values and constituent lists vests in FTSE and the JSE jointly. All their rights  
are reserved.

FTSE Russell Index
Source: London Stock Exchange Group plc and its group undertakings 
(collectively, the “LSE Group”). © LSE Group 2023. FTSE Russell is a trading 
name of certain of the LSE Group companies. “FTSE®” “Russell®”, “FTSE 
Russell®”, is/are a trade mark(s) of the relevant LSE Group companies and is/
are used by any other LSE Group company under license. All rights in the FTSE 
Russell indexes or data vest in the relevant LSE Group company which owns the 
index or the data. Neither LSE Group nor its licensors accept any liability for any 
errors or omissions in the indexes or data and no party may rely on any indexes 
or data contained in this communication. No further distribution of data from 
the LSE Group is permitted without the relevant LSE Group company’s express 
written consent. The LSE Group does not promote, sponsor or endorse the 
content of this communication.
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