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Allan Gray Life Domestic Optimal Portfolio

Portfolio information on 30 April 2023

Assets under management R380m

% Returns1 Portfolio Benchmark2

Since inception 8.2 6.2

Latest 10 years 6.9 5.1

Latest 5 years 4.9 4.6

Latest 3 years 5.1 3.8

Latest 2 years 7.0 4.3

Latest 1 year -2.8 5.6

Latest 3 months 1.1 1.6

Asset allocation on 30 April 2023

Asset class Total

Net SA equities 1.2

Hedged SA equities 79.6

Property 1.5

Money market and bank deposits 17.8
Total (%) 100.0

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 2023.

2. Daily interest rate of Nedbank Limited. 

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

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

Company % of Portfolio

British American Tobacco 8.9

Sasol 5.1

AB InBev 4.6

Standard Bank 4.6

Nedbank 4.6

MTN 3.5

Impala Platinum 3.4

Gold Fields 3.3

Glencore 3.3

Sappi 3.2

Total (%) 44.6
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Fund manager quarterly 
commentary as at  
31 March 2023

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

The Portfolio has had a disappointing start to the year, returning -0.4% for the 
quarter, with equity selection detracting from performance. The recovery in 
global markets that began towards the end of last year extended into the first 
quarter with investors buoyed by the reopening of the Chinese economy, while 
eyeing the end of central banks’ rate hiking cycles. The FTSE/JSE All Share 
Index reached a new, all-time high in January. 
 
This positive sentiment has faltered somewhat more recently as concerns 
emerged about the stability of smaller, regional banks in the United States, 
which are less robust than the larger, more regulated, systemically important 
banks. The loss of confidence spilled over to Europe, resulting in a last-minute 
forced merger of UBS and Credit Suisse, which had been flailing for some 
time. Low-yield client deposits left these institutions and flowed towards 
banks that were deemed safer as well as higher-yielding treasuries and money 
market funds. These events highlight the negative impact that rapid interest 
rate increases and the accompanying higher cost of capital are having on 
businesses with weaker, less resilient business models – a risk that is not 
confined to the banking sector. 
 
Although global inflation looks to have peaked, we are of the view that it may 
remain above targeted levels for a prolonged period. This is owing to structural 
changes in energy and labour markets in addition to the steady reversal of 
globalisation gains, a powerful deflationary force over the last two decades. 
If this proves correct, the loosening in monetary policy currently anticipated by 
the market in the second half of this year may be premature. 

In our view, the near-term environment for global equities is not particularly 
bullish given potential rate cuts necessitated by stress in the banking system 
and economies possibly dipping into recessionary territory. 
 
For the most part, the market did not share these concerns over the last 
quarter with the prices of longer-duration equities (i.e. those companies 
whose value lies further into the future) rallying. This had a negative impact 
on performance given the Portfolio’s underweight exposure to two such 
companies, Naspers/Prosus and Richemont, relative to their weights in the 
benchmark. This rally came at the expense of shorter-duration assets (i.e. the 
more “value-type” businesses) such as Sasol and British American Tobacco 
which weighed on the Portfolio’s performance. 
 
The Portfolio’s overweight exposure to gold miners added to returns, with the 
turmoil in the banking sector aiding the gold price. Other contributors included 
Spar, which is recovering from an overly depressed level, as well as AB InBev 
and an underweight exposure to highly rated Capitec. 
 
During the quarter, the Portfolio trimmed its holdings in diversified and 
precious metal miners, initiated a new position in Premier Group and added to 
its existing holdings in British American Tobacco and AB InBev. 

Adapted from a commentary contributed by Sean Munsie 
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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

© 2023 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 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 FTSE/JSE All Share Index values and constituent 
lists vests in FTSE and the JSE jointly. All their rights are reserved.
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