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KEY FACTS

INVESTMENT MANAGER

Terebinth Capital (Pty) Ltd.

MANAGEMENT COMPANY

Sanne Management Company (RF) (Pty) Ltd.
PORTFOLIO SIZE

ZAR 643m

UNITS IN ISSUE

 467,626 

UNIT PRICE

 1,998 

INCEPTION DATE

1 Apr 2013

CISCA TRANSITION

1 Aug 2017

PORTFOLIO MANAGERS

Monthly Performance* Investment Team

TRUSTEE

FirstRand Bank Limited

(acting through its RMB Custody and Trustee Services Division)

3 Merchant Place

Ground Floor

Corner Fredman and Gwen Streets

Sandton

2146
Contact number: +27 87 736 1732

ASISA Classification

Retail Hedge Fund – South African – Fixed Income

Benchmark/Hurdle

STeFi Composite Index

PORTFOLIO VALUATION

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)

■Rapid and forceful action by global central banks, aimed at bolstering financial conditions through improved market liquidity, has started to have an impact. Fiscal policy initiatives 

are being rolled out globally, but sufficiency of scope and effectiveness remain unknown. It is estimated that by year-end 2020, global liquidity will exceed 40% of global GDP, 

shattering the previous record and providing critical support for a nervous and still fragile financial economy.

■The EU commission has unveiled a massive recovery plan, which might be a potential game changer (the usual Stockholm Syndrome cautions apply when getting excited about 

EU policy news). 

In the US, five out of five regional Fed surveys showed manufacturing activity picked up in May, potentially indicating that April may have been the worst and that conditions have 

bottomed out. 

■Fed Chair Powell repeated that policymakers don’t view negative rates as an appropriate tool in the US (leaving out the “for now” clause that had led to some confusion 

previously), indicating that policymakers view the evidence on the effectiveness of negative rates as mixed and any benefits are outweighed by potentially negative side effects – 

e.g. negative spillovers in credit intermediation and money markets. To date the Fed’s policy response has been truly historic, wholly debunking the incorrect notion that their 

policy toolkit was finite. 

■Markets, buffeted by ongoing stimulus, appears confident that, absent some new shock, the holistic global policy response has likely been sufficient to provide support for most 

assets. Reports continue to indicate institutional cash levels above the median, CTAs getting buy signals, improving high frequency data and sentiment as lockdowns ease, and 

subdued concerns on immediate escalation of US-China tensions. Oil prices have also recovered spectacularly (WTI up 90% in May) on a combination of optimism on economic 

reopening as well as headlines that Saudi and other producers are considering an extension of output cuts until the end of 2020.  

■Meanwhile investors expect only modest upside to global yields, as risk premia remains subdued and expectations are for some yield curve ‘management’ by global central 

banks.

■A key catalyst for ongoing global risk-on is the performance of the dollar. Since emerging market countries, as well as corporates around the world, hold material amounts of USD 

debt, the USD tends to get sought after during a liquidity crisis. Usually the USD overperforms during a global recession as does the S&P 500 versus equities in the rest of the 

world. Yet, all the fundamental reasons put forward in these pages of late to speak to the end of the road for the dollar approaching, persists.  

■South African bonds gained 7% in May, the 10-year sector returning 10%, despite universally negative headlines on the local front. A more pedestrian 1% return by inflation-

linked bonds, cash returned 0.47%, slightly outperforming equities, with listed property woes continuing -0.76%, bringing year-to-date losses to a staggering -45%.

■While foreigners remained net sellers of local assets across the month, momentum appeared to have shifted slightly after the March and April rating agency induced index exits. 

■On the policy front the word that best describes the current status quo is indecision. A surprisingly hawkish SARB, under renewed attack by populists, presented an alarmingly 

sober bi-annual Financial Stability Review (referring to themselves as the ‘worry committee’). 

On the fiscal front, South Africa is facing a deficit which is now large enough that financing constraints are likely to become more binding. A sudden halt in capital inflows, 

combined with a still high level of foreign ownership of domestic debt could trigger a negative feedback loop as confidence erodes due to large fiscal deficits.

■The “worry committee” is ill at ease about the banking-sovereign nexus. In fact, it views this, alongside issues that include the Covid-19 crisis and the worsening of economic 

conditions, as risks to the local financial system that have a high likelihood of materialising. In its Financial Stability Review the Bank says that the nexus is a threat to financial 

stability due to the government’s large and increasing financing requirements. 

■A lengthy delay in the release of key economic data has created some breathing room for the SARB’s MPC, who to date has been left to do most of the heavy lifting on the 

policy front. With the prime rate still an eye-watering 350bp over the repo rate, retail borrowers are basically expected to access the borrowing market at at least double the repo 

rate, while the SARB is injecting your amount of liquidity into the institutional and corporate environment at rates that are in some instances even more attractive than the repo 

rate. While the SARB argues that on a forward looking basis they are now running negative real rates, they do admit that inflation in the short-term is not a concern, and that they 

do still have room to manoeuvre should it be required.

■Markets can only process a few key themes at a time, and, over the coming months, we think the market is likely to be driven primarily by: a) how quickly we can move through 

the normalisation phase, and b) estimates of how far through the recovery phase we can get over the remainder of 2020. The local macro backdrop remains weak and 

concerning. From an asset allocation perspective, we can only make the case for tactical positioning as big delays in key data points clouds the investment horizon somewhat.

■On the portfolio front May proved the be challenging for tactical positions against still concerning liquidity conditions. 

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%

2020 8.51% 2.15% -10.34% 16.26% -6.91% 7.56% 2.70%

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

Date: 31 May 2020

Return

1 Year 14.25% 6.99% 6.45% -5.96%

3 Year 16.97% 7.22% 8.20% 1.33%

5 Year 13.63% 7.22% 7.71% 2.46%

Since Inception (annualised) 12.25% 6.77% 6.96% 5.29%

Standard Deviation

Monthly 2.75% 0.07% 2.52% 3.90%

Annualised 9.53% 0.23% 8.74% 13.50%

Sharpe Ratio 0.87 N/A 0.34 0.19

Sortino Ratio 0.66 N/A 0.35 0.22

Skew 1.14 -0.49 -0.66 0.01

Kurtosis 13.93 -0.57 3.16 1.62

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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ASSET ALLOCATION

FIXED INCOME: Bonds and derivatives 73.01%

CASH / MONEY MARKET 26.99%

TOTAL EXPENSES RATIO 

Total Expense Ratio (TER): 2.76% TER excl Performance Fee:    1.43%

Transaction Costs (TC): 0.82%

Total Investment Costs (TIC): 3.58%

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

Highest rolling 12 month return 26.43% 31-Mar-18

Lowest rolling 12 month return 1.37% 30-Sep-16

Issue Date: 15 Jun 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 authorized 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.

■The annualised total return earned by an investment each year over a given time period, since date of the launch of the fund. Actual annual figures are available from the manager on request. The 

performance figures given show the yield on a Net Asset Value (“NAV”) basis. The yield figure is not a forecast. Performance is not guaranteed, and investors should not accept it as representing 

expected future performance. Individual investor performance may differ as a result of initial fees, time of entry/actual investment date, date of reinvestment, and dividends withholding tax. 

Performance is calculated for a lump sum investment on a Net Asset Value basis. The performance figures are reported net of fees with income reinvested.

FUND RISK

■Leverage Risk: The Fund borrows additional funds, trades on margin or performs short sale trades to amplify investment decisions. This means that the volatility of a hedge fund portfolio can be 

many times that of the underlying investments due to leverage on a fund.

■Derivative Risk: Derivative positions are financial instruments that derive their value from an underlying asset. Derivatives are exposed to implicit leverage which could result in magnified gains and/or 

losses on the portfolio.

■Counterparty Credit Risk: Counterparty risk is a type of credit risk and is the risk of default by the counterparty associated with trading derivative contracts.  An example of counterparty credit risk is 

margin or collateral held with a prime broker.

■Volatility Risk: Volatility refers to uncertainty and risk related to size of change of an instrument or portfolio. It is a statistical measure of the dispersion of returns for a given security or market index. 

Volatility is proportional to the directional exposure of a portfolio and is measured by Value at risk (VaR) which is a statistical technique used to measure and quantify the level of volatility.

■Concentration and Maturity Segment Risk: A large proportion of total assets invested in specific assets and/or maturity segments on the yield curve. Concentrated positions in a portfolio will 

materially impact the returns of the portfolio more so than diversified portfolios. 

■Correlation Risk: A measure that determines how assets move in relation to each other. Correlation risk arises when the correlation between asset-classes change. Correlation risk also arises when 

the correlation within an asset-class changes. Examples of correlation within asset classes include equity pairs trading, fixed income curve trading and commodities pairs trading.

■Interest Rate Risk: The values of bonds and other debt securities are inversely proportional to the change in interest rates. Interest rate risk is generally greater for investments with longer maturities 

as well as when the market does not expect a change in the interest rates.

■Credit Default Risk: The risk that the government entity or company that issued the bond will run into financial difficulties and won’t be able to pay the interest or repay the principal at maturity. Credit 

risk applies to debt investments such as bonds. The higher credit rating the less likely the possibility of the issuing company defaulting.

■Value at Risk (VaR): Value at risk is the minimum loss percentage that can be expected over a specified time period at a predetermined confidence level.

GLOSSARY

■Net Asset Value (NAV): means net asset value, which is the total market value of all assets in a portfolio including any income accruals and less and deductible expenses such as audit fees, brokerage 

and service fees.

■Annualised Return: is the weighted average compound growth rate over the performance period measured. 

■Highest & Lowest Return: The highest and lowest rolling twelve-month performance of the portfolio since inception.

■Total Expense Ratio (TER) reflects the percentage of the average Net Asset Value (NAV) of the portfolio that was incurred as charges, levies and fees related to the management of the portfolio. A 

higher TER does not necessarily imply a poor return, nor does a low TER imply a good return. The current TER cannot be regarded as an indication of future TER's. 

■Transaction Costs (TC) is the percentage of the value of the Fund incurred as costs relating to the buying and selling of the Fund's underlying assets. Transaction costs are a necessary cost in 

administering the Fund and impacts Fund returns. 

■Total Investment Charge (TIC) should not be considered in isolation as returns may be impacted by many other factors over time including market returns, the type of Fund, investment decisions of 

the investment manager.

■Total Investment Charges (TIC%) = TER (%) + TC (%): The Total Investment Charges (TIC), the TER + the TC, is the percentage of the net asset value of the class of the Financial Product incurred as 

costs relating to the investment of the Financial Product. It should be noted that a TIC is the sum of two calculated ratios (TER+TC).

■Sharpe Ratio: The ratio of excess return over the risk-free rate divided by the total volatility of the portfolio.

■Sortino Ratio: The ratio of excess return over the risk-free rate divided by the downside deviation of the portfolio.

■Standard Deviation/Volatility:  The deviation of the return of the portfolio relative to its average.

■Frequency Distribution: How often returns occur within a specified band.

■Skew: A measure of the distribution of values around the mean.

■Kurtosis: Is a measure of the combined weight of a distribution's tails relative to the center of the distribution with 3 being a measure of normality.

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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