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Allan Gray Life Domestic Optimal Portfolio

Portfolio information on 30 April 2021

Assets under management R377m

% Returns1 Portfolio Benchmark2

Since inception 8.3 6.4

Latest 10 years 6.7 5.2

Latest 5 years 4.0 5.4

Latest 3 years 3.6 4.9

Latest 2 years -0.4 4.3

Latest 1 year 1.4 2.9

Latest 3 months -1.3 0.7

Asset allocation on 30 April 2021

Asset class Total

Net SA equity 4.3

Hedged SA equity 77.8

Property 0.7

Money market and bank deposits 17.2

Total (%) 100.0

Note: There may be slight discrepancies in the totals due to rounding.

Performance gross of fees
Cumulative performance since inception
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Inception date: 4 December 2002

Portfolio objective and benchmark
This is a long-term absolute return portfolio for the institutional investor who wishes to 
diversify the volatility generally associated with stock and bond markets, but still wants 
exposure to specialist stock-picking skills and to target a positive rate of return which is 
higher than that of cash. The benchmark is the daily interest rate of Nedbank Limited.

Product profile
 � Actively managed pooled portfolio, seeking absolute returns.
 � Little correlation to stock or bond markets, with a low level of risk of capital loss.
 � Investments consist of shares offering superior fundamental value, carefully 

managed to reduce the risk of underperforming the market, and short index 
derivatives to reduce stock market risk.

Investment specifics
 � This Portfolio is available as a linked policy issued by Allan Gray Life Limited 

available only to retirement funds and medical schemes.
 � Minimum investment: R20m.
 � Performance based fee.

1. Investment returns are annualised (unless stated 
otherwise), except for periods less than one year. 
Performance as calculated by Allan Gray as at  
30 April 2021.

2. Daily interest rate of Nedbank Limited.

3. Includes holding in Prosus NV if applicable. 

Top 10 share holdings on  
31 March 2021 (updated quarterly)

Company % of Portfolio

Naspers3 14.6

British American Tobacco 6.3

Sibanye-Stillwater 5.5

FirstRand 4.7

Glencore 4.3

Standard Bank 3.9

Sasol 3.5

Reinet 2.5

MultiChoice 2.4

Nedbank 2.3

Total (%) 50.2
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Fund manager quarterly 
commentary as at  
31 March 2021

Allan Gray Life Domestic Optimal Portfolio
Inception date: 4 December 2002

The Portfolio returned 1.9% for the first quarter of 2021. The FTSE/JSE All 
Share index (ALSI) has continued its strong performance that began in the 
latter part of last year into the current period. The rally in share prices has been 
more broad-based than was the case post the COVID-19 sell-off last year, which 
has helped the Portfolio claw back some of its recent underperformance. The 
overall trends remain similar to those observed in 2020, with resource counters 
continuing to outperform industrials, which in turn outperformed financials – 
but now with less divergence in returns.

Significant overweight Portfolio positions across shares and sectors include 
British American Tobacco (BTI), local diversified industrial companies and 
financial shares. Disappointingly, BTI detracted from performance despite 
posting a decent financial result, with sentiment towards the share remaining 
poor. At a dividend yield in line with its price-to-earnings ratio, an investor 
is at least compensated while waiting for sentiment to turn. The company 
consistently grows hard-currency earnings ahead of inflation, with high cash 
flow conversion. The next-generation product portfolio turning profitable, or 
reinstatement of the share buy-back, are additional factors that may lead to a 
change in the market’s perception of the stock. Even with a modest rerating, 
potential returns are attractive.

The Portfolio owns a collection of small- and medium-sized industrial 
companies mainly exposed to the domestic economy. These shares fell heavily 
out of favour during the early part of the pandemic and traded to very depressed 
levels. With the economy less impacted than many had initially feared, plus a 
change in competitive dynamics, many of these shares have recovered to their 
pre-pandemic levels, or higher. A renewed interest in allocating capital towards 
emerging markets since the vaccine announcements late last year has also 
likely assisted. We have taken the opportunity to trim some positions where 
market prices have risen ahead of our estimate of fair value.

The picture among financials is more mixed. While the Portfolio has benefited 
from its overweight exposure to asset managers who are more geared to 
market returns, the banks and insurers have not fared as well. Previous 
economic downturns often proved good buying opportunities for these shares 
given most are adequately capitalised and well-managed.

Among the underweight positions are diversified miners, Richemont and 
telecoms companies principally informed by our concerns regarding valuation. 
The underweight exposure to diversified miners should be viewed in the 
context of an overweight exposure to Glencore and other non-mining resource 
companies, including Sappi and Sasol.
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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

Important information 
for investors

Allan Gray Life Domestic Optimal Portfolio
Inception date: 4 December 2002

© 2021 Allan Gray Proprietary Limited

All rights reserved. The content and information 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/presentation 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/
presentation constitutes a solicitation, recommendation, endorsement or offer by 
Allan Gray; it 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 on any information provided. 

Allan Gray Life Ltd is an authorised financial services provider and a registered 
insurer licensed to provide life insurance products as defined in the Insurance  
Act 18 of 2017. 

Past performance is not indicative of future performance.

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 values and constituent lists of the FTSE/
JSE All Share Index vests in FTSE and the JSE jointly. All their rights are reserved.
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