Fairtree Flexible Balanced Prescient Fund
Minimum Disclosure Document - Class A1

30 September 2018

FUND PROFILE

FUND INFORMATION

The Fairtree Flexible Balanced Prescient Fund is an ac vely managed mul asset class fund. The
fund aims to provide a moderate risk and return proﬁle, from a diversiﬁed and balanced range of
asset classes. The fund targets an annualized return of inﬂa on (CPI) plus 5% over a rolling three
year period. This is achieved through ac ve asset alloca on and blending together a collec on of
the best Fairtree ideas into a diversiﬁed por olio. The por olio has a long-term focus and invests
predominately in domes c securi es while a foreign exposure of up to 25% is allowed.

Por olio Manager(s):
Jacobus Lacock
B Comm (Financial Economics), CFA
Joined Fairtree in 2011

Bradley Anthony
BA (Economic History), CAIA
Joined Fairtree in 2011

INVESTMENT OBJECTIVE
The Fairtree Flexible Balanced Prescient Fund is a South Africa Mul Asset Medium Equity fund.
The objec ve of the por olio is to oﬀer absolute return in excess of inﬂa on over the long
term-term. This is achieved through ac ve asset alloca on and blending together a collec on of
our best ideas into a diversiﬁed por olio.

INVESTMENT POLICY
The fund invests in a diverse combina on of equi es, property, bonds and money market
instruments. The por olio has a long-term focus and invests predominately in domes c securi es
whilst up to 25% of the fund may be invested in foreign securi es. Deriva ves may be used for
risk and eﬃcient por olio management purposes. The fund is managed against a custom
benchmark that also forms the strategic asset alloca on for the fund. The fund is ac vely
managed, both at security and asset class level to create capital growth while preserving capital
on a real (above inﬂa on) and absolute basis.
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2013
2014 -1.18% 1.92% 1.36% 0.71% 1.61%
2015 2.30% 1.58% 0.71% 2.23% -1.98%
2016 -0.41% 0.87% 3.98% 1.03% 1.96%
2017 2.44% -0.64% 0.67% 1.17% 0.37%
2018 -0.12% -1.36% -2.87% 4.18% -2.18%

Jun
-1.20%
1.08%
-0.03%
-2.82%
-2.00%
1.73%

Jul
1.83%
1.05%
0.22%
2.22%
3.62%
0.45%

Aug
0.66%
-0.84%
-1.58%
-0.03%
1.63%
3.98%

10 June 2013
R 18.0
FFBA1
131.46
ZAE000178653
South Africa

Domicile:

HISTORICAL PERFORMANCE SINCE INCEPTION
Jan

Incep on date:
Fund size (in Millions):
JSE code:
Unit Price:
ISIN Number:

Sep
2.95%
-1.37%
-0.96%
-1.22%
-0.29%
-1.58%

Oct
2.12%
0.37%
4.93%
-2.74%
4.30%

Nov
-0.87%
1.58%
-1.42%
0.24%
0.96%

Dec
Total
1.67% 7.31%
0.40% 6.82%
-1.76% 4.07%
-0.22% 2.69%
-0.40% 12.29%
1.99%

CUMULATIVE FUND RETURNS
Cumulative Fund Returns vs Market Indices
45%
40%
35%

Fund Structure:
Fund Category:

CISCA (Unit Trust)
South Africa Mul Asset Medium Equity

Regula on 28 Complaint:

Yes

Cost Ra os:
Total Expense Ra o (TER%):
Performance fee incl. in TER (%)(PF%):

2.47%
N/A

Transac ons Costs Ra o (TC%):

0.45%

Total Investment Charges (TIC%):

2.92%

Fees:

Ini al Fee - Adviser (incl. VAT): 0% - 3.45%
Annual management fee: 1.25 % (excl. VAT)
Performance fee: N/A

Benchmark:

SA CPI

Analysis Currency:
Minimum Investment:

ZAR
R50,000 Lump sum or R1,000 p/m debit order

30%
25%
20%
15%
10%
5%

Please see Disclosures and Glossary sec on for further informa on on Cost Ra os
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SECTOR ALLOCATION
23.82%

Financials
12.80%

Resources

10.30%

Consumer Services

Consumer Goods

2.22%

Health Care

2.10%

4%

8%

12%

16%

20%

1 - 3 Yrs

3+ Yrs

3 - 5+ Yrs

5+ Yrs

Cautious

Moderate

Mod - Aggressive

Aggressive

The por olio is diversiﬁed across asset classes, although the por olio’s vola lity may be dominated by the
equi es and ﬁxed income por ons. The equity por on is concentrated which comes with the risk of more
vola le returns rela ve to the broader market when the stocks invested in underperform . The ﬁxed
income exposure may cause permanent capital loss for investors if an issuer of one of the instruments held
in the fund defaults. Signiﬁcant widening in credit spreads on instruments held in the fund can result in
short term capital vola lity but not permanent capital loss. This por olio is permi ed to invest in foreign
securi es which, within por olios, may have addi onal material risks, depending on the speciﬁc risks
aﬀec ng that country, such as: poten al constraints on liquidity and the repatria on of funds;
macroeconomic risks; poli cal risks; foreign exchange risks; tax risks; se lement risks; and poten al
limita ons on the availability of market informa on. Fluctua ons or movements in exchange rates may
cause the value of underlying interna onal investments to go up or down. Investors are reminded that an
investment in a currency other than their own may expose them to a foreign exchange risk.

1.51%
2.64%

3.96%

10.74%
19.73%

Fixed Income- Local

21.66%

Equity - Foreign

39.76%

Equity- Local
0%

15:00
15:00

Risk Level: Moderate

24%

ASSET ALLOCATION

Cash

Valua on me of fund:
Transac on cut-oﬀ me:

0.63%

0%

Credit - Local

1.4 cents per unit
Prescient Management Company (RF) (Pty) Ltd

Conservative

0.98%

Utilities
Telecommunications

Credit - Foreign

1st working day of April

Distribu on Total for the past 12 months:
Management and administra on:

2.44%

Technology

SA Property

Annually (March)

Payment:

Less Than 1 Yr

3.21%

Energy

Declara on:

RISK PROFILE

4.44%

Industrials

Income Distribu on:
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MARKET COMMENTARY

PERFORMANCE SUMMARY

Emerging markets remained under pressure from stronger US dollar, ghter US
monetary policy, China trade conﬂict, higher oil price and slower growth outlook
for China and Europe. Some of these pressures brieﬂy faded mid-month as Trump
announced a 10% tariﬀ on $200bn of Chinese imports a er the market expected a
25% tariﬀ. Trade deals with Mexico and Canada and surprised interest rate hikes in
Turkey and Russia also helped to curb some of the nega ve sen ment towards
emerging markets. The relief was short lived as strong US data and con nued Fed
hawkish rhetoric combined with poten al poli cal risk stemming from Italy
(budget), Brazil (elec ons) and the UK (Brexit) caused the US dollar to strengthen
further. Risk of higher oil prices in the wake of Iran sanc ons and supply
constraints in US shale added further pressures to emerging markets.

Fairtree Flexible South Africa CPI
Balanced
Index
Prescient Fund

Performance comparison
Incep on date

Jun-13

Jun-13

Current month
Total period (No. months)
Analysis currency

Sep-18
64
ZAR

Sep-18
63
ZAR

Return for current month

-1.58%

-0.09%

Total return (since incep

40.29%

31.71%

6.55%

5.39%

6.96%
14.69%
-0.71%

4.94%
7.05%
3.81%

% Up months (since incep on)

59.38%

87.30%

% Up months (last 12 months)

50.00%

91.67%

Standard devia on (since incep

6.36%

1.33%

3.44%

0.74%

-2.87%
-1.23%
-4.70%

-0.22%
-0.13%
-0.34%

Total gain / Total loss

2.09

53.17

Average gain / Largest loss
Average gain / Average loss

0.61
1.43

2.13
3.60

Sharpe ra o (since incep

on annualised for periods > 12 mnths)

0.14

-0.93

Sor no ra o (since incep

0.26

-1.70

0.02

(Monthly)

Return analysis

on)

Average annualised return
(since incep on)

Current 12 month rolling return
Highest rolling 1-year return(since launch)
Lowest rolling 1-year return (since launch)

Economic data from South Africa remains weak. A lack of conﬁdence and poli cal
uncertainty con nue to weigh on economic ac vity and the Rand. The SARB
decided to keep rates on hold last month but struck a fairly hawkish tone. Three
out of seven members voted for a hike despite the weak economy. The commi ee
see the risk to inﬂa on to the upside given higher petrol price and weaker Rand.
We expect the SARB to hike rates within the next two mee ngs. The SARB can do
li le to boost growth as the cause is structural in nature. The Treasury has li le
room to support growth. However, Ramaphosa announced a ﬁscal package of
R48bn last month. The package will be funded by repriori sing some ﬁscal
spending and will be focussed on labour intensive sectors. We believe the package
will marginally support growth and along with some of the other measures around
star ng an infrastructure fund, smoothing tourist entries and the new Mining
Charter will help securing some certainty. The MTBPS will be delivered later this
month. Early indica ons are that revenues are only marginally lagging es mates,
however SOE’s need for funding will be closely watched.

Consistency analysis

on -

annualised for periods > 12 mnths)

Risk analysis
Downside devia on
(since incep on - annualised Risk free)

Largest monthly drawdown
Average monthly drawdown
Largest cumula ve drawdown

US data remain strong, unemployment is the lowest on almost 50 years and the
ﬁscal boost from earlier this year will ensure growth remain on solid foo ng well
into 2019. The Fed has gained more conﬁdence in con nuing to gradually adjust
policy rates higher. For the rest of the world, the addi onal Fed ghtening, higher
interest rates and higher oil price is having an adverse eﬀect. China has responded
by easing both ﬁscal and monetary policy as well as allowing for a weaker
currency. Europe is divided between a stronger German/French and weaker
Italy/Spain. The ECB may ﬁnd it hard to debate future rate hikes in this
environment, but inﬂa on is gradually rising and overall ac vity remains above
trend.

Risk/ return analysis

on annualised for periods > 12 mnths)

Equi es: The outlook for global earnings growth remains posi ve supported by
above trend growth and accommoda ve ﬁnancial condi ons. We expect global
inﬂa on to pick up gradually over the medium term, supported looser ﬁscal
policies and higher input costs. The global reﬂa onary outlook favours cyclical and
value orientated stocks, while the outlook for higher global bond yields weighs on
high valua on defensive names. As yields rise and vola lity increase valua ons will
be tested more frequently. We believe the overall South Africa equity index will
follow global equity markets higher due to its externalised nature. We remain
cau ously op mis c on domes c equi es as we believe economic ac vity will
improve over the next 12 months. We like global cyclical companies with global
earnings growth poten al and companies with the ability to generate cash
sustainably.

Market correla on
Index correla on (CPI)

Monthly and Cumula ve Returns (Net of Fees)
Monthly Return

Cumulative Return
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Fixed Income: South Africa’s inﬂa on will rise over the next few months. Given
current weak economic ac vity the SARB will remain on hold for now, but may s ll
hike rates before year end. The SARB remains focussed on anchoring inﬂa on
expecta ons closer to 4.5%. Yields have risen to reﬂect growth and ﬁscal
weakness. We look for signs of an improvement in the emerging market back drop
and the local economic environment to become more construc ve on bonds.
Currency: We believe the US dollar strength has stabilised but could remain strong
over the short term as policy divergence persists. Longer term the US dollar could
weaken as economic data in the rest of the world improves.
Alterna ves: Stronger global growth will allow less accommoda ve monetary
policy and looser ﬁscal policies which should lead to higher interest rates, vola lity
and lower correla ons amongst asset classes and securi es. Market rota ons and
increased dispersion has typically led to a more favourable environment for
alterna ve assets to perform.

Please note: Monthly return presented on the graph are rolling monthly returns.
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GLOSSARY
Annualised performance

Annualised performance show longer term performance rescaled to a 1 year period. Annualised performance is the average return per year over the period.
Actual annual ﬁgures are available to the investor on request.

Highest & Lowest return

The highest and lowest returns for any 1 year over the period since incep on have been shown.

NAV

The net asset value represents the assets of a Fund less its liabili es.

Alpha

Denoted the outperformance of the fund over the benchmark.

Sharpe Ra o

The Sharpe ra o is used to indicate the excess return the por olio delivers over the risk free rate per unit of risk adopted by the fund.

Sor no Ra o

The Sor no Ra o is used to measure the risk-adjusted return of the fund.

Standard Devia on

The devia on of the return stream rela ve to its own average.

Max Drawdown

The maximum peak to trough loss suﬀered by the Fund since incep on.

Max Gain

Largest increase in any single month.

% Posi ve Month

The percentage of months since incep on where the Fund has delivered posi ve return.

Average Dura on

The weighted average dura on of all the underlying interest bearing instruments in the Fund.

Average Credit quality

The weighted average credit quality of all the underlying interest bearing instruments in the Fund (internally calculated).

Dividend Yield

The weighted average dividend yield of all the underlying equity in the Fund. The dividend yield of each company is the dividends per share divided by the price.

PE Ra o

The weighted average price earnings ra o of all the underlying equity in the Fund. The price earnings ra o of each company is the price divided by the earnings per share.

High Water Mark

The highest level of performance achieved over a speciﬁed period.

Total Expense Ra o (TER%)

The Total Expense Ra o (TER) is the percentage of the net asset value of the class of the Financial Product incurred as expenses rela ng to the administra on of the
Financial Product.

Performance fee
incl. in TER (%) PF (%)

The Performance Fee is a payment made to the Fund Manager for genera ng posi ve returns, and is generally calculated as a percentage of investment proﬁts, o en both
realized and unrealized.

Transac ons Costs (TC%)

The Transac on Costs (TC) is the percentage of the net asset value of the Financial Product incurred as costs rela ng to the buying and selling of the assets underlying the
Financial Product.

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 rela ng to the
investment of the Financial Product. It should be noted that a TIC is the sum of two calculated ra os (TER+TC).

DISCLAIMER
Management Company: Prescient Management Company (RF) (Pty) Ltd., Registra on number: 2002/022560/07, Physical address: Prescient House, Westlake Business Park, O o Close, Westlake, 7945 Postal address: PO Box 31142,
Tokai, 7966. Telephone number: 0800 111 899 E-mail: info@prescient.co.za Website: www.prescient.co.za
Trustees: Nedbank Trustees, Nedbank Investor Services, Physical address: 2nd Floor, 16 Constan a Boulevard, Constan a Kloof, Roodepoort, 1709. Telephone number: +27 11 534 6557 Website: www.nedbank.co.za
Investment Manager: Fairtree Asset Management (Pty) Ltd, Registra on number: 2004/033269/07 is an authorised Financial Services Provider (FSP25917) under the Financial Advisory and Intermediary Services Act (No.37 of 2002), to
act in the capacity as investment manager. This informa on is not advice, as deﬁned in the Financial Advisory and Intermediary Services Act (N0.37 of 2002). Please be advised that there may be representa ves ac ng under supervision.
Physical address: Willowbridge Place, Cnr. Carl Cronje and Old Oak Road, Bellville, 7530. Postal address: PO Box 4124, Tygervalley, 7536. Telephone number: +27 86 176 0760 Website: www.fairtree.com.
Collec ve Investment Schemes in Securi es (CIS) should be considered as medium to long-term investments. The value may go up as well as down and past performance is not necessarily a guide to future performance. CIS’s are traded
at the ruling price and can engage in scrip lending and borrowing. The collec ve investment scheme may borrow up to 10% of the market value of the por olio to bridge insuﬃcient liquidity. A schedule of fees, charges and maximum
commissions is available on request from the Manager. There is no guarantee in respect of capital or returns in a por olio. A CIS may be closed to new investors in order for it to be managed more eﬃciently in accordance with its
mandate.
CIS prices are calculated on a net asset basis, which is the total value of all the assets in the por olio including any income accruals and less any permissible deduc ons (brokerage, STT, VAT, auditor’s fees, bank charges, trustee and
custodian fees and the annual management fee) from the por olio divided by the number of par cipatory interests (units) in issue. Forward pricing is used. The Fund's Total Expense Ra o (TER) reﬂects the percentage of the average Net
Asset Value (NAV) of the por olio that was incurred as charges, levies and fees related to the management of the por olio. 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 indica on of future TER's. During the phase in period TER’s do not include informa on gathered over a full year. Transac on Costs (TC) is the percentage of the value of the Fund incurred as costs rela ng to the
buying and selling of the Fund's underlying assets. Transac on costs are a necessary cost in administering the Fund and impacts Fund returns. It should not be considered in isola on as returns may be impacted by many other factors
over me including market returns, the type of Fund, investment decisions of the investment manager and the TER.
The Manager retains full legal responsibility for any third-party-named por olio. Where foreign securi es are included in a por olio there may be poten al constraints on liquidity and the repatria on of funds, macro-economic risks,
poli cal risks, foreign exchange risks, tax risks, se lement risks; and poten al limita ons on the availability of market informa on. The investor acknowledges the inherent risk associated with the selected investments and that there are
no guarantees. Please note that all documents, no ﬁca ons of deposit, investment, redemp on and switch applica ons must be received by Prescient by or before 13:00 (SA), to be transacted at the net asset value price for that day.
Where all required documenta on is not received before the stated cut oﬀ me Prescient shall not be obliged to transact at the net asset value price as agreed to. Funds are priced at either 3pm or 5pm depending on the nature of the
Fund. Prices are published daily and are available on the Prescient website.
This por olio operates as a white label fund under the Prescient Unit Trust Scheme, which is governed by the Collec ve Investment Schemes Control Act.
Performance has been calculated using net NAV to NAV numbers with income reinvested. The performance for each period shown reﬂects the return for investors who have been fully invested for that period. Individual investor
performance may diﬀer as a result of ini al fees, the actual investment date, the date of reinvestments and dividend withholding tax. Full performance calcula ons are available from the manager on request.
For any addi onal informa on such as fund prices, brochures and applica on forms please go to www.fairtree.com

Contact details
Client Services
+27 86 176 0760
e-mail: clientservices@fairtree.com
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