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HJ Pienaar, K de Bruin     *Non-Executive

PORTFOLIO SIZE

ZAR 570m

UNITS IN ISSUE

 25,798,221 

UNIT PRICE

1982.3782

INCEPTION DATE

1 Apr 2013

CISCA TRANSITION

Monthly Performance* 1 Aug 2017

PORTFOLIO MANAGERS

Investment Team

TRUSTEE

FirstRand Bank Limited

Contact number: +27 87 736 1732

PORTFOLIO VALUATION

*Performance is quoted net of all fees. The performance figures until the end of July 2017 (shaded) reflect performance achieved prior to CISCA regulation. Monthly

NOTICE PERIOD

One calendar month

DISTRIBUTIONS

Frequency: Annual, Dec

Cents per unit: 2518.50 (CL 1 - DT - Lead)

TRANSACTION CUT-OFF

The cut off time for processing investment

subscriptions is 10:00am on the last day of the

month prior, to enable processing for investment 

on the first day of the next month.

MINIMUM INVESTMENT

ZAR 1 000 000

MANAGEMENT FEES (EXCL VAT)

Base Fee: 1%     Performance Fees: 15%

RISK PROFILE

Medium

PORTFOLIO OBJECTIVE: Provide returns in excess of 5% over benchmark on an average annual basis over rolling 36-month periods with a low degree of volatility. The

strategy is primarily focused in the most liquid areas of the broader income spectrum, with a strong focus on risk management.

Terebinth Capital (Pty) Ltd (2nd Floor, Combined HQ Building, 4 Bridal Close, Tyger Falls, Tyger Valley 7530), is An Authorised Financial Services Provider (No. 47909)

■ At the end of 2019 we received encouraging news that two of the bigger global risks – the US/China trade spat and a hard Brexit – had gone some way to being 

resolved. Of course, there are problems – a short-term US/China deal does not imply a long-term solution, and the risk of a cliff-edge at the end of the Brexit 

transition phase remains. But just as these two risks are being addressed a new threat comes along with US/Iranian tensions escalating and oil prices rising as a 

result. If sustained this could mean central banks having to grapple with an unpalatable mix of energy-price-induced rises in inflation and additional geopolitical 

uncertainty leading to slower growth (two classic signs we are patiently waiting for in our late-cycle theme). The prospects remain for a European economic 

recovery, but this goes to show just how shaky the foundations are.

■ In its December report, the IMF warned that global growth “remains subdued” and listed several factors contributing to this situation. These include weaker global 

demand, a decline in global trade, geopolitical hot spots and disinflationary pressures. The IMF noted that the US-China trade war and Brexit had dampened global 

activity, with business spending and manufacturing hit particularly hard. Inflation levels have consistently fallen short of their targets in the US, Japan and the 

eurozone. Another downside risk is that of climate change. The IMF noted that the climate crisis is not only a serious concern for the health and livelihood of 

individuals but has become a serious threat to global economic activity.

■ Markets appear to be at a crossroad. PMI figures continue to surprise consensus on the downside, despite (much) easier financial conditions. Macro forecasters 

that have been on the right side of calling the downside on PMI continues to flag the risk weak earnings pose for 2020 - an2020 – any spillover to weakness in 

labour markets could cement their conviction that this cycle is coming to an end. The confluence of an aging economic cycle, fading fiscal impulse, weak CEO 

confidence, peak profit margins, negative currency translation effects on earnings, and risking political uncertainty could lead to a valuation derating.

■ As always, the dollar will be closely watched. A substantial deterioration in the double deficit - the historical link to price action (with a sizeable lag) is now showing 

signs that it is starting to follow. 

At present the US-China trade war path is the key longer-term driver of broad USD direction. While it’s unresolved, the dollar will tend towards underlying broad 

strength due to ongoing yield advantage, even if modest, while also benefit from risk-off flight to safety dynamics.

■ The major theme for South Africa in 2020 will be the risk of fiscal deterioration threatening the sovereign’s investment grade credit rating and index inclusion. The 

fiscal deficit is expected to exceed 6% of GDP, while a significant upward revision to the debt trajectory without any forecast stabilisation and ongoing issues at the 

country’s major SOE’s presents further risks for financial markets and the economy.

■ Given the above, one would be excused to think the 12% return for equities 10.3% return for bonds were for a completely different country.

■ No matter how we slice it, SAGB remain some of the cheapest bonds across EM on several valuation metrics, even if this cheapness is justified. As per our latest 

‘Macro Matrix’, volatility can be expected to remain high, and markets should be nervous entering risk events such as Budgets and rating reviews (FTSE WGBI 

index exclusion risk), but potentially this volatility and these risk events may present tactical opportunities. Fundamentally, however, larger debt and wider deficits 

risk further increases in supply over the coming years, and as we learnt this past year, yields are particularly sensitive to any increase in weekly auctions. While bid-

to-cover ratios remain resilient, supply pressure would likely see even further pressure from that experienced in 2019. 

■ Regarding monetary policy, the SARB remains firm in its stance on risk premia and anchoring inflation expectations against a weak fiscal backdrop. Inflation 

remains largely absent, and both core and headline see the underlying trend below the SARB target. Based on our modelling the SARB is running overtight policy 

and should be lowering rates in 2020. Excessive rand volatility will be a key deterrent in this regard.

■ As always, the global backdrop will play a major role also.

INVESTMENT STRATEGY: Terebinth SNN Fixed Income Macro Hedge is a South African domiciled, rand-denominated fixed income hedge fund, focusing on macro

strategies. Through the use of qualitative and quantitative methodologies opportunities are exploited across three disciplines: Structural/Strategic; Technical; Tactical. The

fund is actively managed, with a focus on risk management and to provide investors with a high degree of confidence regarding liquidity. 
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Market Outlook

Key Performance and Risk Statistics Distribution of Monthly Returns

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD STEFI

2013 -0.05% -0.03% 2.61% -0.06% 0.04% 0.81% 1.73% -0.39% 0.58% 5.32% 3.93%

2014 0.40% 1.48% 1.15% 0.30% 0.82% 0.80% 1.05% 0.44% 0.21% 1.91% 0.90% 0.64% 10.58% 5.90%

2015 1.95% 0.56% -0.27% 0.21% 1.29% 1.99% 0.32% 0.12% -0.28% 1.11% 0.71% -0.98% 6.89% 6.48%

2016 1.76% -1.09% 1.26% 0.96% 4.12% -3.19% -0.14% 1.35% -3.15% 3.30% 2.93% 1.18% 9.36% 7.37%

2017 0.81% 0.02% 4.15% -0.50% 0.57% 1.03% 4.37% 0.30% 1.83% 3.14% 1.61% 1.58% 20.46% 7.52%

2018 2.99% 3.96% 2.43% 0.39% 0.89% -0.38% 1.33% 0.16% -0.20% 0.54% 1.36% 0.59% 14.91% 7.29%

2019 1.15% 0.60% 2.03% 0.64% 1.76% 3.16% -1.61% 3.33% -1.75% 3.34% 0.13% -0.38% 12.95% 7.29%

Date: 31 Dec 2019

Return

Total 112.87% 55.75% 59.52% 75.72%

Annualised* 11.84% 6.78% 7.16% 8.71%

Monthly Average 0.95% 0.55% 0.60% 0.75%

Standard Deviation

Monthly 1.44% 0.07% 2.19% 3.27%

Annualised 5.01% 0.24% 7.57% 11.33%

Sharpe Ratio 1.57 N/A 0.42 0.42

Sortino Ratio 1.57 N/A 0.46 0.37

Skew 0.04 -0.51 -0.13 0.09

Kurtosis 0.96 -0.58 1.09 -0.65

Source of Data: Bloomberg; The ALBI and ALSI  are for comparison purposes with the fund’s 

performance. The fund does not follow these benchmarks. The fund’s benchmark or hurdle is STeFI 

Composite. *1 April 2013
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Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD STEFI

2013 -0.05% -0.03% 2.61% -0.06% 0.04% 0.81% 1.73% -0.39% 0.58% 5.32% 3.93%

2014 0.40% 1.48% 1.15% 0.30% 0.82% 0.80% 1.05% 0.44% 0.21% 1.91% 0.90% 0.64% 10.58% 5.90%

2015 1.95% 0.56% -0.27% 0.21% 1.29% 1.99% 0.32% 0.12% -0.28% 1.11% 0.71% -0.98% 6.89% 6.48%

2016 1.76% -1.09% 1.26% 0.96% 4.12% -3.19% -0.14% 1.35% -3.15% 3.30% 2.93% 1.18% 9.36% 7.37%

2017 0.81% 0.02% 4.15% -0.50% 0.57% 1.03% 4.37% 0.30% 1.83% 3.14% 1.61% 1.58% 20.46% 7.52%

2018 2.99% 3.96% 2.43% 0.39% 0.89% -0.38% 1.33% 0.16% -0.20% 0.54% 1.36% 0.59% 14.91% 7.29%

2019 1.15% 0.60% 2.03% 0.64% 1.76% 3.16% -1.61% 3.33% -1.75% 3.34% 0.13% -0.38% 12.95% 7.29%



ASSET ALLOCATION

FIXED INCOME: Bonds and derivatives 99.54%

CASH / MONEY MARKET 0.46%

TOTAL EXPENSES RATIO  

Total Expense Ratio (TER): 3.01% TER excl Performance Fee:    1.45%

Transaction Costs (TC): 0.62%

Total Investment Costs (TIC): 3.63%

Performance fees are uncapped; the maximum participation rate is 15%.

Highest annualised return 26.43% 31-Mar-18

Lowest annualised return 1.37% 30-Sep-16

Issue Date: 15 Jan 2020

MANDATORY DISCLOSURES         

Collective Investment Schemes are generally medium- to long-term investments. The value of participatory interests (units) may go down as well as up. Past performance is 

not necessarily a guide to future performance. Collective investments are traded at ruling prices and can engage in scrip lending and borrowing. A schedule of fees, charges 

and maximum commissions, as well as a detailed description of how performance fees are calculated and applied, is available on request from the Manager.

The Manager does not provide any guarantee in respect to the capital or the return of the portfolio. Excessive withdrawals from the portfolio may place the portfolio under 

liquidity pressure and in such circumstances, a process of ring-fencing of withdrawal instructions and managed pay-outs over time may be followed. Commission and 

incentives may be paid, and if so, are included in the overall costs. The Manager may close the portfolio to new investors in order to manage it more efficiently in accordance 

with its mandate. Additional information, including key investor information documents, minimum disclosure documents, as well as other information relating to the basis on 

which the manager undertakes to repurchase participatory interests offered to it, and the basis on which selling and repurchase prices will be calculated, is available, free of 

charge, on request from the Manager. The Manager ensures fair treatment of investors by not offering preferential fee or liquidity terms to any investor within the same 

strategy  

The value of an investment is dependent on numerous factors which may include, but not limited to, share price fluctuations, interest and exchange rates and other 

economic factors. Where foreign investments are included in the portfolio, performance is further affected by uncertainties such as changes in government policy, political 

risks, tax risks, settlement risks, foreign exchange risks, and other legal or regulatory developments. Prices are published monthly on the manager’s website.

The Manager is registered and approved by the Financial Sector Conduct Authority under CISCA. The Manager retains full legal responsibility for the portfolio.  FirstRand 

Bank Limited is the appointed trustee. Terebinth Capital (Pty) Ltd., FSP No. 47909, is authorised under the Financial Advisory and Intermediary Services Act 37 of 2002 to 

render investment management services.

Total Expense Ratio

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 

TER’s. Transaction Costs are a necessary cost in administering the financial product and impacts financial product returns. It should not be considered in isolation as 

returns may be impacted by many factors over time including market return, the type of financial product, the investment decisions of the investment manager and the TER.

The highest and lowest 1 year returns represent the highest and lowest actual returns achieved during a 12 month rolling period year since the original launch date of the 

portfolio. 

RISK DISCLOSURE         

The Risk Indicator is based on historical data and may not be a reliable indication of the future risk profile of the portfolio. The risk category shown is not guaranteed and 

may change over time. The lowest category does not mean the investment is risk free. There may be other special areas of risk relating to the investment including liquidity 

risk, credit risk, market risk, and settlement risk. The Manager does not provide financial advice. Our risk indicator does not imply that the portfolio is suitable for all types of 

investors. Please consult your financial adviser.

Important information: This information is not intended to be a recommendation in respect of financial products. Investments referred to in this document are generally medium to long term investments. Their 

value may go down as well as up and past performance of an investment is not necessarily an indication of future performance.  Investments in a financial product that is denominated in a currency other than 

South African Rands exposes the investor to currency risk due to fluctuations or movements in exchange rates. The Financial Services Board in South Africa published Hedge Fund regulations that seek to regulate 

investment products in this category of investment. All information provided is historic. We believe that Hedge Funds may carry additional risks for investors. They can provide enhanced investment returns on a 

risk-adjusted basis, and therefore have a role to play in a diversified investment portfolio. Benchmark data sourced from Bloomberg.

Terebinth Capital (Pty) Ltd (2nd Floor, Combined HQ Building, 4 Bridal Close, Tyger Falls, Tyger Valley 7530), is An Authorised Financial Services Provider (No. 47909)         
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