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PRUDENTIAL MONEY MARKET FUND
31 MARCH 2020
#

BENCHMARK
6.6%
6.7%
6.6%
6.2%
5.9%
7.5%

X CLASS
7.5%
7.6%
7.4%
6.8%
n/a
6.5%

A CLASS
6.8%

X CLASS
6.9%

Inception date X Class: 1 April 2011

ANNUAL EFFECTIVE YIELD
Fund yield (net of fees)

QUARTERLY
COMMENTARY
##
A CLASS
RETURNS
SINCE INCEPTION
13.0%
Highest annualised return
5.0%
Lowest annualised return
12-month rolling performance figure
MARKET
OVERVIEW

##

DATE
FUND CHARACTERISTICS
30 Jun 2003
Weighted average duration
41 days
30 Sep 2013
Meanwhile, at its 19 March MPC meeting the SA Reserve Bank revised
its GDP growth forecast for SA to -0.2% in 2020 from 1.4% previously,

The first quarter of 2020 was completely dominated by the rapid spread

which many believed to be optimistic under the current conditions.

of the Coronavirus around the globe. Its negative impact made itself

It also announced a much larger-than-expected 100-basis point

felt in every corner of the globe, taking a heavy toll on human lives

reduction in the repo rate to 5.25% in a bid to offer some economic

and economic activity as global lockdowns were implemented. All

relief. Additionally, it undertook a bond repurchase programme to

types of assets, including many traditional safe-havens like government

support the government bond market for the first time. This helped

bonds, were hit by wholesale selling, which was exacerbated by forced
liquidation of many leveraged investors needing urgent liquidity.
TOP ISSUERS*
Uncertainty
pervaded investor sentiment as the extent and severity
1. the
Absa
of
virusBank
and Ltd
its impact on economic growth remained unknown.
2. Nedbank Ltd
The
a coming
global
recession
3. IMF
The warned
StandardofBank
of South
Africa
Ltd worse that that of the
2008
Global Financial
Crisis (GFC), while ratings agency Fitch projected
4. Firstrand
Bank Ltd
Investec
Bank Ltd
a5.1.9%
contraction
in global growth for 2020.

to pare losses in SA bonds: nominal yields on the 20-year government
bond had shot up from around 10% to above 14% briefly, before
ASSET ALLOCATION
settling at around
12.3% after the SARB intervention. The 100.0%
BEASSA
23.7%
SA Cash
23.5%
All Bond Index delivered -8.7% in Q1 2020, while SA inflation-linked
21.8%
bonds returned -6.6%. Cash (as measured by the STeFI Composite)
20.6%
produced 1.7% for the three-month period.
10.2%

PRUDENTIAL MONEY MARKET FUND
Private sector credit extension accelerated 5.1% y/y in February, slightly
31 MARCH
South
African assets and2020
the rand were hit harder by the global sellhigher than the 5.0% y/y posted in January. This was largely due to a
*As at 31 March 2020 (updated quarterly)

off than most emerging markets. This was due to the already-fragile

rise in credit extended to the corporate sector, which countered the

state of the economy, given that it had entered into a recession in

R100 Initial Investment

decline in credit extended to households.
Q4 2019 with GDP shrinking by 1.4% q/q annualised. Plus, the more
INVESTMENT
OPTIONS
A CLASS
X CLASS
FACT
DISCLOSURE
DOCUMENT
liquid
nature ofSHEET/MINIMUM
the local financial markets made
it an easy option for
PERFORMANCE
R10 000
R10 000
Minimum lump sum investment
wholesale selling of emerging market risk by global investors amid
The fund generated a return of 1.7% (netn/a
of fees) for then/a
quarter,
Minimum monthly debit order
the flight to safety.
outperforming its benchmark by 0.2%. For the 12 months ended
SINCE INCEPTION
CUMULATIVE PERFORMANCE, DISTRIBUTIONS REINVESTED (A CLASS)
INITIAL
FEES (excl. VAT)
A CLASS
X CLASS
31 March 2020, the fund returned 7.3%
(net of fees)
while the
0.00%
0.00%
Prudential
On
top of this, government bond and rand sales were exacerbated by
0.00%
0.00%
Financial adviser (if applicable)
benchmark returned 6.6% over the same
period.
R400
Moody’s downgrade
of the sovereign credit rating to non-investment
R379.81
Prudential Money Market Fund
grade
status
on 27 March (a move
that was
VAT) widely expected), as well
A CLASS
CLASS
ANNUAL
MANAGEMENT
FEES (excl.
Benchmark
The average duration of the fund at quarter
end was 41 Xdays
relative
R350
R365.50
0.35%
0.25%
Prudential
as
by the SA government’s announcement of some fiscal tax and
to the 90-day maximum average duration.
0.00%
0.05%
Financial
adviser
service
fee**
(if applicable)
spending measures to help individuals and small businesses weather
** Included inR300
Prudential’s annual management fee above (A Class Financial Adviser Fees: Initial and Ongoing Adviser Fees are negotiated between the Investor and Financial Adviser.

the
local
shutdown,
which
are Fee,
expected
topaid
push
theregular
government
Should
you agree
to an ongoing
Adviser
this will be
via the
repurchase of units)
budget deficit
R250 further into the red. This extra spending rendered
EXPENSES (incl. VAT)
February’s
National
Budget plans to reduce the deficit essentially
Total Expense
Ratio (TER)

A CLASS
0.41%
0.00%
0.41%

R200
redundant.
The
extent
Transaction
Costs
(TC)of the bond sales attributable to the downgrade
Totalunclear,
Investment
Charges
(TIC) to gauge the amount of selling that
was
making
it difficult

X CLASS
0.29%
0.00%
0.29%

Where a transaction
R150 cost is not readily available, a reasonable best estimate has been used. Estimated transaction costs may include Bond, Money Market, and FX costs (where applicable).

will come later once South Africa exits the World Government Bond

Index of investment-grade bonds. The latter was postponed until

ANNUALISED PERFORMANCE
1 year
3 years
5 years
7 years
10 years
Since inception

A CLASS
7.3%
7.4%
7.2%
6.7%
6.4%
7.7%

Page
1date
of
2XXClass:
Inception
date
Class:
April2011
2011
Inception
1 1April
Prudential
Money Market Fund

2020
X CLASS
7.5%
7.6%
7.4%
6.8%
n/a
6.5%

Sources: Prudential & Morningstar

ANNUAL EFFECTIVE YIELD
Fund yield (net of fees)
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BENCHMARK
6.6%
6.7%
6.6%
6.2%
5.9%
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#
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Lowest annualised return
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R100

after shutdowns are lifted.

A CLASS
6.8%
A CLASS
13.0%
5.0%

DATE
30 Jun 2003
30 Sep 2013

X CLASS
6.9%

FUND CHARACTERISTICS
Weighted average duration

41 days

ASSET ALLOCATION
SA Cash

100.0%

12-month rolling performance figure

TOP ISSUERS*
1. Absa Bank Ltd
2. Nedbank Ltd
3. The Standard Bank of South Africa Ltd
4. Firstrand Bank Ltd
5. Investec Bank Ltd

23.7%
23.5%
21.8%
20.6%
10.2%

*As at 31 March 2020 (updated quarterly)
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Minimum lump sum investment
Minimum monthly debit order
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A CLASS
R10 000
n/a

X CLASS
R10 000
n/a

A CLASS
X CLASS
Sources: Prudential, Morningstar
& Deutsche
Securities
0.00%
0.00%

0.00%
0.00%

low-risk fund, investors should be aware that
the possibility of capital loss does exist. This
could happen should an issuer of an underlying
investment in the fund default.
INVESTOR PROFILE:
Risk-averse individuals requiring a short-term
investment with protection from equity and
bond market-type volatility. Capital protection
is more important than long-term capital
INCOME
growth. The recommended investment horizon
is 1 – 12 months.
RISK/RETURN
PROFILE:
INVESTMENT MANDATE:
South African short-term, highly liquid money
market instruments with a maturity of less than
13 months. The weighted average duration of
the underlying assets may not exceed 90 days
andMONEY
the weighted average legal maturity may
notMARKET
exceed 120 days. The Fund is managed to
FUND
comply with regulations governing retirement
LOW
MED
HIGH
fund investments (Reg. 28).

RETURN

A CLASS
7.3%
7.4%
7.2%
6.7%
6.4%
7.7%

RISK

FUND MANAGERS:
FUND MANAGERS:
Roshen Harry and Sandile Malinga
Roshen Harry and Sandile Malinga
ASISA CATEGORY:
ASISA CATEGORY:
South African - Interest Bearing - Money
South African - Interest Bearing - Money
Market
Market
BENCHMARK:
BENCHMARK:
STeFI Call
Call Deposit
STeFI
Deposit Index
Index

INCOME

INCEPTION DATE:
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2002
RISK/RETURN PROFILE:
FUND SIZE:
R1 314
515 305
052501
795
RETURN

ANNUALISED PERFORMANCE
1 year
3 years
5 years
7 years
10 years
Since inception

MONEY
MARKET
FUND

LOW

MED

HIGH

RISK

FUND OBJECTIVE:
To protect the capital of investors in an absolute
sense, while providing income in excess of
short-term bank deposit rates. Investors’
DISCLAIMER
Prudential Portfolio Managers Unit Trusts Ltd (Registration
capital 1999/0524/06)
remains highly
liquid. While
this is a
number:
is an approved
CISCA management
company
Assets
are managed
by Prudential
Investment
low-risk(#29).
fund,
investors
should
be aware
that
Managers (South Africa) (Pty) Ltd, which is an approved discretionary
Financial
Services Provider
Trustee’s/Custodian
the possibility
of (#45199).
capital The
loss
does exist. details
This
are: Standard Bank of South Africa Limited - Trustee Services &
Investor
Services. 20th
Floor, Main
Tower, Standard
Bank Centre,
could happen
should
an issuer
of an underlying
Heerengracht, Cape Town. Collective Investment Schemes (unit
investment
in themedium-to
fund default.
trusts)
are generally
long-term investments. Past

performance is not necessarily a guide to future investment
performance. Unit trusts are traded at the ruling forward price
INVESTOR
PROFILE:
of
the day, meaning
that transactions are processed during the
day before you or the Manager know what the price at the end
Risk-averse
individuals
short-term
of
the day will be.
The price andrequiring
therefore theanumber
of units
involved in the transaction are only known on the following day.
investment
with
protection
from
The
unit trust fund
may borrow
up to 10%
of the equity
fund value,and
and
it
may also
lend any scrip volatility.
(proof of ownership
of protection
an investment
bond
market-type
Capital
instrument) that it holds to earn additional income. A Prudential
unit
fund important
may consist of different
classes that are
subject
is trust
more
than fund
long-term
capital
to different fees and charges. Where applicable, the Manager will
pay
your financial
adviser an agreed standard
ongoing adviser
fee,
growth.
The recommended
investment
horizon
which is included in the overall costs of the fund. A Collective
is 1 – 12 Schemes
months.
Investment
(CIS) summary with all fees and maximum
initial and ongoing adviser fees is available on our website. One
can also obtain additional information on Prudential products on
INVESTMENT
MANDATE:
the
Prudential website.
The Manager may, at its discretion, close
your chosen unit trust fund to new investors and to additional
South African
short-term,
highly
money
investments
by existing
investors to make
sure liquid
that it is managed
in accordance with its mandate. It may also stop your existing debit
market
instruments
withmakes
a maturity
of less
order
investment.
The Manager
no guarantees
as than
to the
capital
invested inThe
the fund
or the returns
of the duration
fund. Excessive
13 months.
weighted
average
of
withdrawals from the fund may place the fund under liquidity
pressure
and, in suchassets
circumstances;
a process
of ring
the underlying
may not
exceed
90fencing
days
withdrawal instructions and managed pay outs over time may be
followed.
money marketaverage
fund is notlegal
a bankmaturity
deposit account.
and theA weighted
may
The Prudential Money Market Fund aims to maintain a constant
not of
exceed
120
The Fund
is yield
managed
to
price
100 cents
per days.
unit. A forward
looking
is used. This
means that the last seven days’ yield (less the maximum service
complyincluding
with regulations
governing
retirement
charges,
VAT) is taken and
is annualised
for the next
12 month period, assuming the income returns are reinvested.
fund investments (Reg. 28).
Yields for money market funds are published daily. The purpose of
the money market yield is to indicate to investors a compounded
annual return for all money market portfolios on a comparable
FUND
basis.
TheMANAGERS:
yield calculation is not used for income distribution
purposes.
totaland
returnSandile
to the investor
is primarily made up of
Roshen The
Harry
Malinga
interest received but may also include any gain or loss made as
a result of a default by an issuer of any instrument held by the
fund. This can have the effect of a capital loss. Such losses will
ASISA CATEGORY:
be borne by the Prudential Money Market Fund and its investors
and
in order
to maintain
a constant
price of- 100
cents per unit,
South
African
- Interest
Bearing
Money
investors’ unit holdings may be reduced to the extent of such losses.
Fund
prices are published daily on the Prudential website. These
Market
are also available upon request. The performance is calculated for
the portfolio. Individual investor performance may differ as a result
of
initial fees, the actual investment date, the date of reinvestment
BENCHMARK:
and dividend withholding tax. Purchase and repurchase requests
must
received
by the Index
Manager by 11h30 for Money Market
STeFIbeCall
Deposit
SA time each business day. All online purchase and repurchase
transactions must be received by the Manager by 10h30 (for all
Funds)
SA time each
business day.
INCEPTION
DATE:

9 April 2002
FUND SIZE:
R1 314 305 501

A CLASS
7.6%
7.7%
7.7%
7.1%
6.8%

PRUDENTIAL HIGH INTEREST FUND
31
MARCH 2020
1-YEAR INCOME RETURN
#

BENCHMARK
7.2%
7.3%
7.2%
6.8%
6.5%

X CLASS
7.6%
7.8%
7.8%
7.2%
6.9%

D CLASS
7.8%
7.9%
7.9%
7.4%
7.1%

A CLASS
7.5%

X CLASS
7.6%

D CLASS
7.7%

Inception dates: X Class: 1 April 2011, D Class: 8 December 2010

Fund yield (net of fees)

QUARTERLY
COMMENTARY
##
A CLASS
RETURNS
SINCE INCEPTION
8.8%
Highest annualised return
5.1%
Lowest annualised return
##

DATE
28 Feb 2017
31 Jan 2014

12-month rolling performance figure

FUND CHARACTERISTICS
Weighted average duration

29 days

MARKET OVERVIEW

PERFORMANCE

The first quarter of 2020 was completely dominated by the rapid spread

The fund generated a return of 1.7% (net of fees) for the quarter, in

of the Coronavirus around the globe. Its negative impact made itself

line with its benchmark, the STeFI Composite Index. For the 12 months

felt in every corner of the globe, taking a heavy toll on human lives

ended 31 March 2020, the fund returned 7.6% (net of fees) while

and economic activity as global lockdowns were implemented. All

the benchmark returned 7.2% over the same period.

types of assets, including many traditional safe-havens like government
bonds, were hit by wholesale selling, which was exacerbated by forced

The fund was launched in December 2010 with the aim of delivering

liquidation of many leveraged investors needing urgent liquidity.
TOP ISSUERS*
Uncertainty
pervaded investor sentiment as the extent and severity
1. Absa Bank Ltd
of the virus and its impact on economic growth remained unknown.
2. Nedbank Ltd
The
warned
of aLtd
coming global recession worse that that of the
3. IMF
Firstrand
Bank
4. Investec
Bank LtdCrisis (GFC), while ratings agency Fitch projected
2008
Global Financial
Thecontraction
Standard Bank
of South
Africa
a5.1.9%
in global
growth
forLtd
2020.

stability of the
capital.
Although capital protection is not guaranteed
ASSET
ALLOCATION
23.1%
97.9%
we highlightSA
theCash
low risk nature of the portfolio and hence the remote
16.5%
Bonds
(ex.over
Inflation-linked
Bonds)a few days. 2.1%
prospect forSA
capital
loss
periods exceeding
14.5%
12.3%
The maximum term of instruments is limited to three years compared
9.9%

returns in excess of money market yields without compromising the

*As at 31 March 2020 (updated quarterly)

South African assets and the rand were hit harder by the global selloff than most emerging markets. This was due to the already-fragile
state of the economy, given that it had entered into a recession in
Q4 2019 with GDP shrinking by 1.4% q/q annualised. Plus, the more
INVESTMENT OPTIONS
liquid nature of the local financial markets made it an easy option for
Minimum lump sum investment
wholesale
ofdebit
emerging
Minimum selling
monthly
order market risk by global investors amid
the flight to safety.
INITIAL FEES (excl. VAT)
Prudential
On
top of adviser
this, government
bond and rand sales were exacerbated by
Financial
(if applicable)

to money market funds at 13 months. The fund also has a maximum
weighted average duration of 180 days as opposed to a typical money
market fund targeting a maximum 90 days weighted average duration.
Relative to the 180-day maximum average duration, the quarter-end
duration A
ofCLASS
the fund came
in at 29 days.X CLASS
I CLASS
R10 000

R10 000

R10 000
n/a

STRATEGYn/a
AND POSITIONING
n/a

D CLASS
R20 million
n/a

The fund has generally sought to take advantage of banks’ requirements
A CLASS
I CLASS
X CLASS
D CLASS
to secure longer-dated
funding,
matches the
profile of
0.00%
0.00%which better
0.00%
0.00%
3.00%
(max)
3.00%
(max)
3.00%
0.00%
their loan
books.
This has
led to
a mostly
steep(max)
credit curve
whereby

Moody’s downgrade of the sovereign credit rating to non-investment
they are A
prepared
more for funding
beyond the
12-month
ANNUAL MANAGEMENT FEES (excl. VAT)
CLASS to payI CLASS
X CLASS
D CLASS
grade status on 27 March (a move that was widely expected), as well
point. We 0.55%
prefer these longer-dated
securities
and have exposure
0.55%
0.45%
0.35% to
Prudential
as
by the adviser
SA government’s
announcement
of some fiscal tax and
0.00%by banks0.15%
Financial
service fee**
(if applicable)
securities issued
such as ABSA,0.15%
Standard Bank,0.00%
FirstRand,
**
Included in
Prudential’sto
annual
above
(A Class
Financial Adviser
Fees: Initial and Ongoing Adviser Fees are negotiated between the Investor and Financial Adviser.
spending
measures
helpmanagement
individualsfee
and
small
businesses
weather
Nedbank and Investec both in floating- and fixed-rate securities.

invests in slightly longer duration instruments
than money market funds. The daily unit price
will move slightly, in line with the performance
of its holdings.
INVESTOR PROFILE:
Individuals requiring a higher yield than that
from a money market or current account,
without taking on unnecessary risk. Capital
stability and a high income yield are more
INCOME
important than long-term capital growth.
The recommended investment horizon is 3-12
months, or longer
depending on income needs
RISK/RETURN
PROFILE:
and risk profile.
INVESTMENT MANDATE:
The Fund invests in a flexible mix of non-equity
securities. Its maximum weighted average
HIGH
duration
is 180 days and the maximum duration
INTEREST
FUND
of any
one instrument is 36 months. The Fund is
managed to comply with regulations governing
LOW
MED
HIGH
retirement fund investments (Regulation 28).

RETURN

ANNUALISED PERFORMANCE
1 year
3 years
5 years
7 years
Since inception

RISK

FUND MANAGERS:
FUND MANAGERS:
Roshen Harry and Sandile Malinga
Roshen Harry and Sandile Malinga
ASISA CATEGORY:
ASISA CATEGORY:
South African - Interest Bearing - Short Term
South African - Interest Bearing - Short Term
BENCHMARK:
BENCHMARK:
STeFI Composite
Composite Index
STeFI
Index measured
measured over
over aa rolling
rolling
12-month period
12-month
period
INCEPTION DATE:
8 December
December 2010
2010
FUND SIZE:
R11
605763
889
251
R5 278
727
PLEASE NOTE:
This
fund isis capped
cappedto
tonew
newinvestors.
investors
This fund

PRUDENTIAL
FUND
the
local shutdown, which areHIGH
expected toINTEREST
push the government
EXPENSES
A CLASS
I CLASS*
CLASS
D CLASS
budget
deficit further into
the red. This extra spending rendered
While credit
issuance has
been scarceXsince
2016, mixed
with a
31
MARCH
2020
0.65%
0.65%
0.53%
0.41%
Total Expense Ratio (TER)
Should you agree to an ongoing Adviser Fee, this will be paid via the regular repurchase of units)
(incl. VAT)

February’s National Budget plans to reduce the deficit essentially
Transaction Costs (TC)
redundant.
The extent
of the(TIC)
bond sales attributable to the downgrade
Total Investment
Charges

tightening of credit spreads, 2019 saw a number of banks and
0.00%
0.01%
0.00%
0.00%
corporates0.65%
coming to market,
hesitance following
0.65%after some
0.53%
0.41% the
Where
a transaction
cost is not
available,
a reasonable
estimate
been used.
transaction costsof
maythe
include
Bond, Money
Market,
and FXincosts
(where
applicable). since
was unclear,
making
it readily
difficult
to gauge
the best
amount
ofhas
selling
thatEstimated downgrade
sovereign
credit
rating
2017.
Issuances
*Estimated expenses
will come
laterSHEET/MINIMUM
once South Africa exits the World
Government Bond
the start of 2020 have been scarce again against the backdrop of
FACT
DISCLOSURE
DOCUMENT
rating from Moody’s.
after shutdowns are lifted.
SINCE INCEPTION CUMULATIVE PERFORMANCE, DISTRIBUTIONS REINVESTED (A CLASS)
We continue to look for opportunities that will enhance the return
Meanwhile, at its 19 March MPC meeting the SA Reserve Bank revised

R100 Initial Investment

its GDP growth
R190forecast for SA to -0.2% in 2020 from 1.4% previously,
High Interest
which many
believedPrudential
to be optimistic
under Fund
the current conditions.
R180
Benchmark
It also announced
a
much
larger-than-expected
100-basis point
R170

R183.40
R178.84

R160

relief.
it undertook a bond repurchase programme to
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Sources: Prudential & Morningstar

R150 Prudential High Interest Fund

support the government bond market for the first time. This helped
R140
to pare losses
in SA bonds: nominal yields on the 20-year government

bond had R130
shot up from around 10% to above 14% briefly, before
settling at R120
around 12.3% after the SARB intervention. The BEASSA
All Bond Index delivered -8.7% in Q1 2020, while SA inflation-linked
R110

bonds returned -6.6%. Cash (as measured by the STeFI Composite)

A CLASS
7.6%
7.7%
7.7%
7.1%
6.8%

2019
2020

2018

2017

2016

2015

2014

2012

2011

2010

2013

R100

ANNUALISED PERFORMANCE
1 year
3 years
5 years
7 years
Since inception

BENCHMARK
7.2%
7.3%
7.2%
6.8%
6.5%

X CLASS
7.6%
7.8%
7.8%
7.2%
6.9%

D CLASS
7.8%
7.9%
7.9%
7.4%
7.1%

A CLASS
7.5%

X CLASS
7.6%

D CLASS
7.7%

Inceptiondates
dates:
Class:
1 April
2011,
Class:
8 December
2010
Inception
XX
Class:
1 April
2011,
DD
Class:
9 December
2010
#

1-YEAR INCOME RETURN
Fund yield (net of fees)

RETURNS SINCE INCEPTION##
Highest annualised return
Lowest annualised return
##

A CLASS
8.8%
5.1%

DATE
28 Feb 2017
31 Jan 2014

FUND CHARACTERISTICS
Weighted average duration

29 days

12-month rolling performance figure
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TOP ISSUERS*

RISK/RETURN PROFILE:

to investors without compromising the stability of their capital.

reduction in the repo rate to 5.25% in a bid to offer some economic

produced 1.7% for the three-month period.

INCOME

major uncertainty and the sovereign losing its last investment grade

Sources: Prudential, Morningstar & Deutsche Securities

ASSET ALLOCATION

DISCLAIMER
Prudential Portfolio Managers Unit Trusts Ltd (Registration
number: 1999/0524/06) is an approved CISCA management
company (#29). Assets are managed by Prudential Investment
Managers
HIGH(South Africa) (Pty) Ltd, which is an approved discretionary
Financial
Services Provider (#45199). The Trustee’s/Custodian details
INTEREST
FUND
are: Standard
Bank of South Africa Limited - Trustee Services &
Investor Services. 20th Floor, Main Tower, Standard Bank Centre,
Heerengracht, Cape Town. Collective Investment Schemes (unit
trusts) areLOW
generally medium-to
long-term investments.
MED
HIGH Past
performance is not necessarily a guide to future investment
performance. Unit trust prices are
calculated on a net asset value
RISK
basis. This means the price is the total net market value of all assets
of the unit trust fund divided by the total number of units of the
fund. Any market movements – for example in share prices, bond
FUNDmoney
OBJECTIVE:
prices,
market prices or currency fluctuations - relevant
to the underlying assets of the fund may cause the value of the
To maximise
the
level
income
underlying
assets to
go current
up or down.
As a of
result,
the priceabove
of your
units may go up or down. Unit trusts are traded at the ruling
money market and current account yields, while
forward price of the day, meaning that transactions are processed
during
the daymaximum
before you or capital
the Manager
know what
at
providing
stability
andtheaprice
high
the end of the day will be. The price and therefore the number of
units
involved
the transaction
only known
on the following
degree
of in
liquidity.
Thisare
actively
managed
fund
day. The unit trust fund may borrow up to 10% of the fund
invests
slightly
longer
duration
instruments
value,
andin
it may
also lend
any scrip
(proof of ownership
of an
investment instrument) that it holds to earn additional income.
than
money
market
funds.
The
daily unit
price
A
Prudential
unit trust
fund may
consist
of different
fund classes
that are subject to different fees and charges. Where applicable,
willManager
move will
slightly,
infinancial
line with
theanperformance
the
pay your
adviser
agreed standard
ongoing
adviser fee, which is included in the overall costs of the
of its holdings.
fund. A Collective Investment Schemes (CIS) summary with all
fees and maximum initial and ongoing adviser fees is available
on
our website. PROFILE:
One can also obtain additional information on
INVESTOR
Prudential products on the Prudential website. The Manager may,
at
its discretion, close
your chosen
unit trust fund
investors
Individuals
requiring
a higher
yieldto new
than
that
and to additional investments by existing investors to make sure
that
it is amanaged
in accordance
mandate. account,
It may also
from
money
market with
or itscurrent
stop your existing debit order investment. The Manager makes
without
taking
unnecessary
risk.
Capital
no
guarantees
as to theon
capital
invested in the fund
or the
returns
of the fund. Excessive withdrawals from the fund may place the
stability
a pressure
high income
yield
are morea
fund
under and
liquidity
and, in certain
circumstances;
process of ring fencing withdrawal instructions may be followed.
important
than bearing
long-term
capital
growth.
The
Fund is an interest
fund. A current
annualised
yield
is
used.
This means the portion
of the return
of the Fund
The
recommended
investment
horizon
is that
3-12is
attributed to income generated over the last 12 months, assuming
the
investor or
reinvests
all distributions
and
no transaction
months,
longer
depending
onincurs
income
needs
fees or taxes. Fund prices are published daily on the Prudential
website.
These
are also available upon request. The performance
and risk
profile.
is calculated for the portfolio. Individual investor performance may
differ as a result of initial fees, the actual investment date, the
date
of reinvestment and
dividend withholding tax. Purchase and
INVESTMENT
MANDATE:
repurchase requests must be received by the Manager by 13h30
Thetime
Fund
flexible
mix of and
non-equity
SA
eachinvests
business in
day.a All
online purchase
repurchase
transactions must be received by the Manager by 10h30 (for all
securities.
Its business
maximum
weighted average
Funds)
SA time each
day.

RETURN

Index of investment-grade bonds. The latter was postponed until

duration is 180 days and the maximum duration
of any one instrument is 36 months. The Fund is
managed to comply with regulations governing
retirement fund investments (Regulation 28).

7.2%
7.3%
7.3%

8.2%
8.4%
8.4%

A CLASS
8.2%

D CLASS
8.3%

Inception dates: D Class: 6 December 2016

PRUDENTIAL
1-YEAR INCOME RETURN INCOME FUND
Fund yield (net of fees)
31
MARCH 2020
RETURNS SINCE INCEPTION##
A CLASS
QUARTERLY
Highest
annualised returnCOMMENTARY 8.9%
7.5%
Lowest annualised return
##

DATE
30 Jun 2018
31 Mar 2020

FUND CHARACTERISTICS
Weighted average duration

42 days

12-month rolling performance figure

settling at around 12.3% after the SARB intervention. The BEASSA
All Bond Index delivered -8.7% in Q1 2020, while SA inflation-linked
bonds returned -6.6%. Cash (as measured by the STeFI Composite)
produced 1.7% for the three-month period.

MARKET OVERVIEW
The first quarter of 2020 was completely dominated by the rapid spread
of the Coronavirus around the globe. Its negative impact made itself
felt in every corner of the globe, taking a heavy toll on human lives
and economic activity as global lockdowns were implemented. All
types of assets, including many traditional safe-havens like government
bonds, were hit by wholesale selling, which was exacerbated by forced
liquidation
of many leveraged investors needing urgent liquidity.
TOP ISSUERS*
Uncertainty
1. Firstrandpervaded
Bank Ltdinvestor sentiment as the extent and severity
2. the
Absa
of
virusBank
and Ltd
its impact on economic growth remained unknown.
3. IMF
The warned
StandardofBank
of South
Africa
Ltd worse that that of the
The
a coming
global
recession
4. Prudential High Interest Fund
2008 Global Financial Crisis (GFC), while ratings agency Fitch projected
5. Nedbank Ltd
a 1.9%
contraction
in global
growth for 2020.
*As
at 31 March
2020 (updated
quarterly)

PERFORMANCE
The fund generated a return of 1.1% (net of fees) for the quarter,
while its benchmark returned 1.7% over the same period. For the
ALLOCATION
12 months ASSET
ended 31
March 2020, the fund returned 7.5% (net of
20.6%
SA Cash
88.7%
fees) while the
benchmark returned 7.2% over the same period.
12.8%
SA Bonds (ex. Inflation-linked Bonds)
11.3%
12.6%
The
Prudential
Income
Fund
was
launched
in
December
2016
with
the
7.9%
aim of delivering returns in excess of money market yields by investing
7.2%
in longer dated liquid paper - without compromising the stability of
the capital. Although capital protection is not guaranteed as the fund
is exposed to spread risk, we highlight the low sensitivity to interest
rate changes on the back of a low duration position.

South African assets and the rand were hit harder by the global selloff than most emerging markets. This was due to the already-fragile
state of the economy, given that it had entered into a recession in
Q4 2019 with GDP shrinking by 1.4% q/q annualised. Plus, the more
The maximum term of instruments is not limited compared to money
INVESTMENT
A CLASS
D CLASS
liquid
nature of OPTIONS
the local financial markets made it an easy option for
market funds at 13 months.
R10 000
R20 million
Minimum lump sum investment
wholesale selling of emerging market risk by global investors amid
R500 pm
n/a
Minimum monthly debit order
the flight to safety.
The quarter-end average duration of the fund came in at 42 days.
INITIAL FEES (excl. VAT)
A CLASS
D CLASS
0.00%
0.00%
Prudential
On
top of this, government bond and rand sales were exacerbated by
STRATEGY AND POSITIONING
3.00% (max)
0.00%
Financial adviser (if applicable)
Moody’s downgrade of the sovereign credit rating to non-investment
The fund has generally sought to take advantage of banks’ requirements
grade
status
on
27
March
(a
move
that
was
widely
expected),
as
well
to secure longer-dated funding, which better
matches the
profile of
A CLASS
D CLASS
ANNUAL MANAGEMENT FEES (excl. VAT)
as
by the SA government’s announcement of some fiscal tax and
0.50%credit curve
0.40%
Prudential
their loan books. This has led to a mostly steep
whereby
0.00%
Financial measures
adviser service
fee**
(if applicable)
spending
to help
individuals
and small businesses weather
they are prepared to pay more for funding
beyond the0.00%
12-month
** Included in Prudential’s annual management fee above (A Class Financial Adviser Fees: Initial and Ongoing Adviser Fees are negotiated between the Investor and Financial Adviser.
the local
shutdown, which are expected toDISCLOSURE
push the government
FACT
DOCUMENT
Should
you agree SHEET/MINIMUM
to an ongoing Adviser Fee, this will be paid via the regular repurchase
of units)point. We prefer these longer-dated securities and have exposure to
budget deficit further into the red. This extra spending rendered
securities issued by banks such as ABSA, Standard Bank, FirstRand,
EXPENSESNational
(incl. VAT)Budget plans to reduce the deficit essentially
CLASS
D CLASS
February’s
Nedbank and Investec both in floating- A
and
fixed-rate securities.
0.59%
0.48%
Total Expense
(TER)
redundant.
TheRatio
extent
of the bond sales
attributable to the
downgrade REINVESTED (A CLASS)
SINCE
INCEPTION
CUMULATIVE
PERFORMANCE,
DISTRIBUTIONS
0.01%
0.01%
Transaction Costs (TC)
was
unclear,
making
it
difficult
to
gauge
the
amount
of
selling
that
While
credit
issuance
has
been
scarce
since
2016,
mixed
with a
0.60%
0.49%
Total Investment Charges (TIC)
will come
later once
South
exits
the World
Government
BondEstimated tightening
ofmay
credit
2019
saw
a costs
number
banks and
R130
Where
a transaction
cost is not
readilyAfrica
available,
a reasonable
best estimate
has been used.
transaction costs
includespreads,
Bond, Money
Market,
and FX
(where of
applicable).
R129.55
Prudential
Income
Index of investment-grade
bonds.
TheFund
latter was postponed until
corporates coming to market, after some hesitance following the
R125.84
after shutdowns areBenchmark
lifted.
downgrade of the sovereign credit rating in 2017. Issuances since
the start of 2020 have been scarce again against the backdrop of
R120
Meanwhile,
at its 19 March MPC meeting the SA Reserve Bank revised
major uncertainty and the sovereign losing its last investment grade
its GDP growth forecast for SA to -0.2% in 2020 from 1.4% previously,
rating from Moody’s.
which many believed to be optimistic under the current conditions.
It also announced a much larger-than-expected 100-basis point
We continue to look for opportunities that will enhance the return
R110
reduction in the repo rate to 5.25% in a bid to offer some economic
to investors without compromising the stability of their capital.
relief. Additionally, it undertook a bond repurchase programme to
support the government bond market for the first time. This helped
of 2 in SA bonds: nominal yields on the 20-year government
toPage
pare1losses
Sources: Prudential & Morningstar
R100 Prudential Income Fund
bond had shot up from around 10% to above 14% briefly, before
ANNUALISED PERFORMANCE
1 year
2 years
3 years
Since inception

#

A CLASS
7.5%
8.1%
8.3%
8.3%

2020

2019

2018

2017

2016

R100 Initial Investment

PRUDENTIAL INCOME FUND
31 MARCH 2020

BENCHMARK
7.2%
7.2%
7.3%
7.3%

D CLASS
7.6%
8.2%
8.4%
8.4%

A CLASS
8.2%

D CLASS
8.3%

Inception dates: D Class: 6 December 2016

1-YEAR INCOME RETURN
Fund yield (net of fees)

RETURNS SINCE INCEPTION##
Highest annualised return
Lowest annualised return
##

A CLASS
8.9%
7.5%

DATE
30 Jun 2018
31 Mar 2020

FUND CHARACTERISTICS
Weighted average duration

*As
at 314
Page
of 21
1March
1 2020 (updated quarterly)

20.6%
12.8%
12.6%
7.9%
7.2%

Prudential
Combined
Commentary Q1 2020
Prudential
Income
Fund Quarterly
Q1 2020 commentary

ASSET ALLOCATION
SA Cash
SA Bonds (ex. Inflation-linked Bonds)

INVESTMENT MANDATE:
The Fund invests in a flexible INCOME
mix of nonequity securities in the South African market.
It is suitable for short-to-medium term investors
RISK/RETURN
looking for anPROFILE:
actively managed interestbearing fund. Compared to traditional money
market and enhanced cash funds, the Fund
can have a longer weighted average duration
(max 24 months) with no limit on the maximum
maturity
period for any one instrument. The
INCOME
FUND
Fund
is managed to comply with regulations
governing retirement fund investments (Reg.
LOW
MED
HIGH
28).
RISK

FUND MANAGERS:
FUND MANAGERS:
Roshen Harry and Sandile Malinga
Roshen Harry and Sandile Malinga
ASISA CATEGORY:
ASISA CATEGORY:
South African - Interest Bearing - Short Term
South African - Interest Bearing - Short Term
BENCHMARK:
BENCHMARK:
STeFI Composite
Composite Index
STeFI
Index measured
measured over
over aa rolling
rolling
12-month period
12-month
period
INCEPTION DATE:
6 December
December 2016
2016
FUND SIZE:
R1 446
244 620
300 737
224

INCOME
RISK/RETURN PROFILE:

INCOME
FUND

LOW

MED

HIGH

RISK

DISCLAIMER
Prudential Portfolio Managers Unit Trusts Ltd (Registration

number: 1999/0524/06) is an approved CISCA management
FUND
OBJECTIVE:
company (#29). Assets are managed by Prudential Investment
Managers
(South Africa)
(Pty) Ltd,iswhich
an approved discretionary
The
Fund’s
objective
to ismaximise
income
Financial Services Provider (#45199). The Trustee’s/Custodian details
are: Standard
Bank of investors
South Africa with
Limitedrelative
- Trustee Services
while
providing
capital&
th
Investor Services. 20 Floor, Main Tower, Standard Bank Centre,
Heerengracht,
Capeis
Town.
Collective Investment
Schemesin(unit
stability.
This
achieved
by investing
a
trusts) are generally medium-to long-term investments. Past
diversified
of non-equity
securities
in
performance isportfolio
not necessarily
a guide to future
investment
performance. Unit trust prices are calculated on a net asset value
the
African
basis.South
This means
the pricemarket.
is the total net market value of all assets
of the unit trust fund divided by the total number of units of the
fund. Any market movements – for example in share prices, bond

INVESTOR
PROFILE:
prices, money market
prices or currency fluctuations - relevant
to the underlying assets of the fund may cause the value of the
Investors
who
are
looking
maximise
their
underlying assets
to go
up or
down. Asto
a result,
the price of
your
units may return
go up or over
down.the
Unit short-to-medium
trusts are traded at theterm
ruling
income
forward price of the day, meaning that transactions are processed
during the day
before youtoo
or the
Manager
know
the price
without
assuming
much
risk
of what
capital
loss.at
the end of the day will be. The price and therefore the number of
units involved
in the transaction
are only known
on the following
The
recommended
investment
horizon
is 1-2
day. The unit trust fund may borrow up to 10% of the fund
years,
orit longer
depending
on income
needs
value, and
may also lend
any scrip (proof
of ownership
of an
investment instrument) that it holds to earn additional income.
and
risk profile.
A Prudential
unit trust fund may consist of different fund classes
that are subject to different fees and charges. Where applicable,
the Manager will pay your financial adviser an agreed standard

42 days

12-month rolling performance figure

TOP ISSUERS*
1. Firstrand Bank Ltd
2. Absa Bank Ltd
3. The Standard Bank of South Africa Ltd
4. Prudential High Interest Fund
5. Nedbank Ltd

INVESTOR PROFILE:
Investors who are looking to maximise their
income return over the short-to-medium term
without assuming too much risk of capital loss.
The recommended investment horizon is 1-2
years, or longer depending on income needs
and risk profile.

RETURN

#

8.1%
8.3%
8.3%

RETURN

2 years
3 years
Since inception

88.7%
11.3%

INVESTMENT
ongoing adviser fee, MANDATE:
which is included in the overall costs of the
fund. A Collective Investment Schemes (CIS) summary with all
The
Fund
invests
flexible
mix
nonfees and
maximum
initial in
and aongoing
adviser
fees of
is available
on our website.
One can
additional
information
on
equity
securities
in also
theobtain
South
African
market.
Prudential products on the Prudential website. The Manager may,
its suitable
discretion, close
your chosen unit trust fund
to new
investors
Itat is
for short-to-medium
term
investors
and to additional investments by existing investors to make sure
that it is managed
in accordance
its mandate. interestIt may also
looking
for an
activelywithmanaged
stop your existing debit order investment. The Manager makes
bearing
fund.
to traditional
money
no guarantees
as to Compared
the capital invested
in the fund or the
returns
of the fund. Excessive withdrawals from the fund may place the
market
enhanced
cash
funds,
the Funda
fund underand
liquidity
pressure and,
in certain
circumstances;
process of ring fencing withdrawal instructions may be followed.
can
have a longer weighted average duration
The Fund is an interest bearing fund. A current annualised yield
is used.24
Thismonths)
means thewith
portion
the return
of the
Fund that is
(max
nooflimit
on the
maximum
attributed to income generated over the last 12 months, assuming
the investor period
reinvests all
distributions
andinstrument.
incurs no transaction
maturity
for
any one
The
fees or taxes. Fund prices are published daily on the Prudential
Fund
managed
to comply
withThe
regulations
website.isThese
are also available
upon request.
performance
is calculated for the portfolio. Individual investor performance may
governing
retirement
investments
(Reg.
differ as a result
of initial fees,fund
the actual
investment date,
the
date of reinvestment and dividend withholding tax. Purchase and
28).
repurchase requests must be received by the Manager by 13h30
SA time each business day. All online purchase and repurchase

transactions must be received by the Manager by 10h30 (for all
FUND
Funds) SAMANAGERS:
time each business day.
Roshen Harry and Sandile Malinga

Sources: Prudential, Morningstar & Deutsche Securities

ASISA CATEGORY:
South African - Interest Bearing - Short Term

ANNUALISED PERFORMANCE
1 year
3 years
5 years
QUARTERLY COMMENTARY
7 years
10 years
MARKET
OVERVIEW
Since
inception
#

2019

2018

2017

2016

2015

2014

2012

2011

2010

2009

2008

2007

2006

2005

2004

2003

2002

2001

2000

PRUDENTIAL
HIGH YIELD BOND FUND
R100
31 MARCH 2020

2013

R200

A CLASS
BENCHMARK
B CLASS
-4.3%
-3.0%
-4.2%
4.3%
5.3%
4.6%
4.4%
5.2%
4.6%
4.8%
5.5%
5.1%
7.0%
7.4%
7.3%
In the first quarter
of
2020,
primary
bond
market
issuance
9.3%
9.6%
8.3% volume
(excluding government issuances) was approximately R30bn, 40%

Inception date B Class: 1 April 2003

The first quarter of 2020 was completely dominated by the rapid spread

down from the previous quarter (R49bn) and 17% down compared

of the Coronavirus around the globe. Its negative impact made itself

to the first quarter of 2019 (R36bn). Leading up to the end of

felt in every corner of the globe, taking a heavy toll on human lives

February 2020, the quantum of total issuances was in line with

and economic activity as global lockdowns were implemented. All

the corresponding period in 2019. March 2020 issuances, on the
##
types
of assets,
including
many traditional
safe-havens
governmentDATE
A like
CLASS
RETURNS
SINCE
INCEPTION
ASSET ALLOCATION
other hand,SA
were
50%(ex.
down
compared toBonds)
March 2019, due96.9%
to the
29.6% by forced
31 Oct 2001
Highestwere
annualised
return selling, which was exacerbated
Bonds
Inflation-linked
bonds,
hit by wholesale
disruption caused
by COVID-19. Uncertainty around pricing levels,
-6.5%
31 Jan 2016
Lowest annualised return
SA
Cash
3.1%
liquidation
of many leveraged investors needing urgent liquidity.
##
12-month rolling performance figure
along with constrained liquidity in the market, negatively impacted
Uncertainty pervaded investor sentiment as the extent and severity
appetite for credit.
RISK
A CLASS
BENCHMARK
of
the MEASURES
virus and its impact on economic growth remained
unknown.
Monthly
volatilityof(annualised)
The
IMF warned
a coming global recession worse7.5%
than that of the7.4%
-10.7%
-9.8% The make-up of issuances for the year followed previous trends, in
Maximum drawdown over any period
2008
Financial
(GFC), while ratings agency
Fitch projected
94.6%
94.6% that the majority consisted of floating-rate notes and the dominant
% ofGlobal
positive
rolling Crisis
12 months
aInformation
1.9% contraction
-2.1
n/a
ratio in global growth for 2020.
sectors were banks and property companies. A large proportion of
-0.4
-0.3
Sortino ratio
volume was done via private placements instead of public auctions,
-0.3
-0.2
Sharpe
ratio
South African assets and the rand were hit harder by the global sellthe majority of which was from Transnet, which had returned to the
off than most emerging markets. This was due to the already-fragile
public market (possibly to limited investor appetite). Transnet had
TOP ISSUERS*
state
of the economy, given that it had entered into a recession in
scheduled a public auction towards the end of March, but this was
1. 2019
Republic
South
Africaby 1.4% q/q annualised. Plus, the more 77.7%
Q4
withof
GDP
shrinking
2. Prudential Corporate Bond Fund
11.5%
one of several auctions that were cancelled.
liquid nature of the local financial markets made it an easy option for
3. Eskom Holdings Ltd
5.5%
wholesale
selling
of
emerging
market
risk
by
global
investors
amid
4. Prudential High Interest Fund
2.6%
PERFORMANCE
5. flight
SouthtoAfrican
0.8%
the
safety.National Roads Agency
The fund generated a return of -9.6% (net of fees) for the quarter,
*As at 31 March 2020 (updated quarterly)
underperforming its benchmark by 0.9 %. For the 12 months ended

On top of this, government bond and rand sales were exacerbated by

31 March 2020, the fund returned -4.3% (net of fees) while the

Moody’s downgrade of the sovereign credit rating to non-investment

FUND OBJECTIVE:
To maximise income while securing steady
capital growth. This is achieved by investing in
a diversified portfolio of high-yield bonds in the
South African market.
INVESTOR PROFILE:
Individuals that require a high level of income
from their capital investment withINCOME
relatively low
risk. The recommended investment horizon
is 1-3 years, or longer when used as strategic
RISK/RETURN PROFILE:
exposure to the asset class.
INVESTMENT MANDATE:
The Fund invests in a combination of
government, semi-government and corporate
HIGH YIELD
bonds,
BONDand
FUND other interest-bearing securities.
No duration constraints apply. The Fund is
managed to comply with regulations governing
LOW
MED
HIGH
retirement fund investments (Regulation 28).

RETURN

R100

RISK

R300

RISK

FUND MANAGERS:
FUND MANAGERS:
Roshen Harry and Gareth Bern
Roshen Harry and Gareth Bern
ASISA CATEGORY:
ASISA CATEGORY:
South African - Interest Bearing - Variable Term
South African - Interest Bearing - Variable Term
BENCHMARK:
BENCHMARK:
BEASSA Total
BEASSA
Total Return
Return All
AllBond
BondIndex
Index
INCEPTION DATE:
DATE:
INCEPTION
27 October
October 2000
2000
FUND SIZE:
R580
494 837
212
R303 516

benchmark returned -3.0% over the same period.

grade status on 27 March (a move that was widely expected), as well

as by the SA government’s announcement of some fiscal tax and
There was little opportunity to add to the fund’s credit exposure during
INVESTMENT
OPTIONS
A CLASS
I CLASS
B CLASS
spending
measures
to help individuals and small businesses weather
the quarter, due to both a R10
lack 000
of fixed-rateR10
issuance
unfavourable
000 and R20
million
Minimum
lump
sum
investment
the local shutdown, which are expected to push the government
pm thatR500
pm to market.
n/a The
pricing on the fixed-rateR500
issuance
did come
Minimum monthly debit order
budget deficit further into the red. This extra spending rendered
cancellation of scheduled credit auctions negatively impacted the
INITIAL FEES
(excl. VAT)
A CLASS
I CLASS
B CLASS
February’s
National
Budget plans to reduce the deficit essentially
supply of credit in the market.
We have capacity
our credit
0.00%
0.00% to add to
0.00%
Prudential
redundant. The extent of the bond sales attributable to the downgrade
3.00%
(max) market
3.00%conditions
(max)
0.00%
Financial adviser (if applicable)
holdings within the fund
and current
may
provide
was unclear, making it difficult to gauge the amount of selling that
us with opportunities to add to our credit holdings at attractive prices.
ANNUAL
MANAGEMENT
FEES
(excl.
VAT)
A
CLASS
I
CLASS
B
CLASS
FACT
SHEET/MINIMUM
DISCLOSURE
DOCUMENT
will come later once South Africa exits the World Government Bond
0.75%
0.75%
0.50%
Prudential
Index of investment-grade bonds. The latter was postponed until
STRATEGY AND POSITIONING
0.00%
0.15%
0.00%
Financial adviser service fee** (if applicable)
after
shutdowns
are lifted.
**
Included
in Prudential’s
annual management fee above (A Class Financial Adviser Fees: Initial The
and Ongoing
are negotiated
between the
Investor and Financial
Adviser.
impactAdviser
of theFees
Coronavirus
pandemic
reverberated
through
global
SINCEyouINCEPTION
CUMULATIVE
PERFORMANCE,
DISTRIBUTIONS
REINVESTED (A CLASS)
Should
agree to an ongoing
Adviser Fee, this
will be paid via the regular
repurchase of units)
financial markets over the quarter. The local bond market was not
Meanwhile, at its 19 March MPC meeting the SA Reserve Bank revised
EXPENSES (incl. VAT)
CLASS
I CLASS*
CLASS
spared, with local bondAyields
increasing
200bps over Bthe
quarter.
R700forecast for SA to -0.2% in 2020 from 1.4% previously,
its
GDPExpense
growth
0.90%
0.90%
0.61%
Total
Ratio (TER)
The spike in bond yields afforded us the opportunity to add to our
Prudential High Yield Bond Fund
0.01%
0.01%
0.01%
Transaction
(TC)to be optimistic under the current conditions.
which
many Costs
believed
Benchmark
long-duration position in 0.91%
the fund. Prior 0.91%
to the sell-off we
believed
R600 Charges
R597.88
0.62%
(TIC)
ItTotal
alsoInvestment
announced
a much
larger-than-expected 100-basis point
Where a transaction cost is not readily available, a reasonable best estimate has been used. Estimated that
transaction
costs
may include
Bond, Money
Market,
andthe
FX costs
(where
applicable).
bonds
were
attractively
priced;
post
sell-off
we
believe
that
R563.03
reduction
in
the repo rate to 5.25% in a bid to offer some economic
*Estimated expenses
R500
prospective returns are orders of magnitude higher. While this return
relief. Additionally, it undertook a bond repurchase programme to
profile is likely to be accompanied with significant volatility, we believe
support the
government bond market for the first time. This helped
R400
investors will be well rewarded over the medium to long term.
to pare losses in SA bonds: nominal yields on the 20-year government
bond had R300
shot up from around 10% to above 14% briefly, before
settling at around 12.3% after the SARB intervention. The BEASSA
R200

All Bond Index delivered -8.7% in Q1 2020, while SA inflation-linked
bonds returned -6.6%. Cash (as measured by the STeFI Composite)

High Yield Bond Fund
ANNUALISED Prudential
PERFORMANCE
1 year
3 years
5 years
7 years
10 years
Since inception

A CLASS
-4.3%
4.3%
4.4%
4.8%
7.0%
9.3%

2019

2018

2017

2016

2015

2014
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2011
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2009

2008
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2001

2000
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2006

R100

produced 1.7% for the three-month period.

Sources: PrudentialB&CLASS
Morningstar
BENCHMARK
-3.0%
-4.2%
5.3%
4.6%
5.2%
4.6%
5.5%
5.1%
7.4%
7.3%
9.6%
8.3%

#
Inception
Inceptiondate
dateB BClass:
Class:1 1April
April2003
2003

RETURNS SINCE INCEPTION##
Highest annualised return
Lowest annualised return
##

A CLASS
29.6%
-6.5%

DATE
31 Oct 2001
31 Jan 2016

A CLASS
7.5%
-10.7%
94.6%
-2.1
-0.4
-0.3

BENCHMARK
7.4%
-9.8%
94.6%
n/a
-0.3
-0.2

ASSET ALLOCATION
SA Bonds (ex. Inflation-linked Bonds)
SA Cash

96.9%
3.1%

12-month rolling performance figure

RISK MEASURES
Monthly volatility (annualised)
Maximum drawdown over any period
% of positive rolling 12 months
Information ratio
Sortino ratio
Sharpe ratio
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1. Republic of South Africa
2. Prudential Corporate Bond Fund

77.7%
11.5%

INCOME
RISK/RETURN PROFILE:

RETURN

R100 Initial Investment

PRUDENTIAL HIGH YIELD BOND FUND
31 MARCH 2020

DISCLAIMER
Prudential
Portfolio Managers Unit Trusts Ltd (Registration
HIGH YIELD
number:
1999/0524/06)
is an approved CISCA management
BOND
FUND
company (#29). Assets are managed by Prudential Investment
Managers (South Africa) (Pty) Ltd, which is an approved discretionary
Financial Services Provider (#45199). The Trustee’s/Custodian details
are: Standard
Bank of South Africa
Services &
LOW
MEDLimited - Trustee
HIGH
Investor Services. 20th Floor, Main Tower, Standard Bank Centre,
Heerengracht, Cape Town. Collective
RISK Investment Schemes (unit
trusts) are generally medium-to long-term investments. Past
performance is not necessarily a guide to future investment
performance. Unit trust prices are calculated on a net asset value
FUND
basis.
ThisOBJECTIVE:
means the price is the total net market value of all assets
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day, meaning that transactions are processed
South price
African
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involved in the
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value,
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(prooflevel
of ownership
of an
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that
a high
of income
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from
theirunit
capital
investment
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A
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The will
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the
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is 1-3A Collective
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when used
as strategic
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with all
fees
and maximum
initial
andclass.
ongoing adviser fees is available
exposure
to
the
asset
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its discretion, close MANDATE:
your chosen unit trust fund to new investors
INVESTMENT
and to additional investments by existing investors to make sure
that
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mandate. It may also
Theit isFund
in with
a itscombination
of
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no
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the capital invested in theand
fund or
the returns
government,
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other
interest-bearing
securities.a
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incurs no transaction
retirement
fund all
investments
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fees or taxes. Fund prices are published daily on the Prudential
website. These are also available upon request. The performance
is
calculated
for the portfolio. Individual investor performance may
FUND
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differ as a result of initial fees, the actual investment date, the
date
of reinvestment
and Gareth
dividend withholding
tax. Purchase and
Roshen
Harry and
Bern
repurchase requests must be received by the Manager by 13h30
SA time each business day. All online purchase and repurchase
transactions
must be received by the Manager by 10h30 (for all
ASISA CATEGORY:
Funds) SA time each business day.

South African - Interest Bearing - Variable Term

Sources: Prudential, Morningstar & Deutsche Securities

BENCHMARK:
BEASSA Total Return All Bond Index

R

7.2%
7.3%
7.2%
6.8%
7.2%
7.3%

X CLASS
3.0%
5.4%
6.1%
6.4%
n/a
7.3%

3.2%
5.7%
6.3%
n/a
n/a
6.3%

2020

2019

2018

2016

2015

2014

2013

2012

2011

2.9%
5.2%
5.9%
6.2%
COMMENTARY7.4%
7.6%

D CLASS
3.3%
5.8%
6.4%
6.8%
n/a
7.6%

Inception dates: X Class: 1 April 2011, D Class: 1 July 2011, T Class: 2 January 2015

rate by 20bps. In Wuhan province, the epicentre of the outbreak, and
A CLASS
T CLASS
X CLASS
D CLASS
China, some businesses
started to reopen7.5%
as the worst
Fund
yield
(net of
of2020
fees) was completely dominated by the rapid spread 7.0%other areas of 7.4%
7.2%
The
first
quarter
of the pandemic passed, hopefully pointing to the future of other areas
of the Coronavirus around the globe. Its negative impact made itself
of the globe as well. Analysts estimated Chinese economic growth for
## taking a heavy toll on human lives
felt
in everySINCE
cornerINCEPTION
of the globe,
A CLASS
DATE
RETURNS
ASSET ALLOCATION
2020 would more than halve to around 2.5% from 5.6% previously.
12.9%
30
Nov
2010
Highest
annualised
return
and economic activity as global lock-downs were implemented. All
SA Cash
50.0%
2.9%
31
Mar
2020
Lowest
annualised
return
SA Bonds (ex. Inflation-linked Bonds)
27.8%
types
of assets, including many traditional safe-havens like government
##
South African
assetsCash
and the rand were hit harder by the global
sell12-month rolling performance figure
Foreign
15.7%
bonds, were hit by wholesale selling, which was exacerbated by forced
SAemerging
Inflation-linked
Bonds
4.1%
off than most
markets.
This was due to the already-fragile
RISK MEASURES
CLASS liquidity.
BENCHMARK
liquidation
of many leveraged investors needingAurgent
SA Listed Property
2.4%
state of the economy, given that it had entered into a recession in
2.3%
Monthly volatility
(annualised)
Uncertainty
pervaded
investor sentiment as the extent
and severity1.3%
-3.2%
-1.2% Q4 2019 with GDP shrinking by 1.4% q/q annualised. Plus, the more
Maximum drawdown over any period
of
virus androlling
its impact
on economic growth remained
100.0%unknown.
100.0% liquid nature of the local financial markets made it an easy option for
%the
of positive
12 months
The
IMF warned
-0.8 that of the n/a
Information
ratioof a coming global recession worse than
wholesale selling of emerging market risk by global investors amid
Sortino
ratioFinancial Crisis (GFC), while ratings agency-0.8
2008
Global
Fitch projected 0.4
-0.8
0.3 the flight to safety.
Sharpe ratio
a 1.9% contraction in global growth for 2020.
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1. Prudential
Corporate
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-21.4%
for the quarter,
while developed markets delivered
2. iShares Floating Rate Bond ETF
-21.1%
andAfrican
emerging
3. South
Randmarkets produced -23.6%. For SA investors,
the
27.4%
against
the dollar (and by similar
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Firstrand
Bank depreciation
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140829
5. Republic
of SA
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9.00%
310140 (R2040)
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6. Telkom SA Bond 9.57% 040924
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250442
9. 27.0%
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(but
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and global
property returned -30.4%. This was
10. Prudential Income Fund
despite widespread emergency monetary easing and market support
*As at 31 March 2020 (updated quarterly)

On top of this, government bond and rand sales were exacerbated by
Moody’s downgrade of the sovereign credit rating to non-investment
16.3%
grade status on 27 March (a move that was widely expected), as well
14.8%
5.1%
as by the SA government’s announcement of some fiscal tax and
3.8%
spending measures to help individuals and small businesses weather
3.2%
the local shutdown, which are expected to push the government
2.6%
2.6%
budget deficit further into the red. This extra spending rendered
2.2%
February’s National Budget plans to reduce the deficit essentially
2.2%
redundant. The extent of the bond sales attributable to the downgrade
2.0%
was unclear, making it difficult to gauge the amount of selling that

from the major central banks.
will comeTlater
once South
Africa exits the
World Government
Bond
INVESTMENT OPTIONS
A CLASS
CLASS
I CLASS
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Index of investment-grade
latter000
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until
R10 000
R10 000
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000 The R10
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n/a
Minimum monthly debit order
after shutdowns
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rate VAT)
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3.00% (max)
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Financial adviser (if applicable)
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the currentDconditions.
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INVESTOR PROFILE:
Individuals requiring an actively managed
income solution that provides a high income
MULTI-ASSET
return together with moderate capital growth.
The recommended investment horizon is 1 to
3 years.
RISK/RETURN
PROFILE:
INVESTMENT MANDATE:
The Fund invests in a flexible mix of highyielding securities. The intended maximum
limits are Equity 10%, Listed Property 25%,
Foreign 20%, plus additional
ENHANCED 5% Africa (excl.
INCOME FUND
SA). No duration constraints
apply. The Fund is
managed to comply with regulations governing
LOW
MED
HIGH
retirement fund investments (Regulation 28).

RETURN

#

2010

2009

1 year
3 years
5 years
7 years
QUARTERLY
10 years
Since inception

2017

R100

PRUDENTIAL ENHANCED INCOME FUND
31
MARCH 2020
ANNUALISED PERFORMANCE
A CLASS
BENCHMARK
T CLASS

FUND OBJECTIVE:
To maximise total returns in excess of the
benchmark over a rolling 36-month period,
while seeking to protect capital and reduce
volatility through active asset management.

RISK

FUND MANAGERS:
FUND MANAGERS:
David Knee and Roshen Harry
David Knee and Roshen Harry
ASISA CATEGORY:
ASISA CATEGORY:
South African - Multi-Asset - Income
South African - Multi-Asset - Income
BENCHMARK:
BENCHMARK:
STeFI Composite
Composite Index
STeFI
Index measured
measured over
over aa rolling
rolling
36-month period
36-month
period
INCEPTION DATE:
1 July 2009
2009
FUND SIZE:
R2
321 087
518 860
500
R1 853

support
the government bond market for the first time. This helped
PRUDENTIAL
ENHANCED INCOME
FUND
In the UK and Europe, central banks and governments followed the
to pare losses
in SA bonds:
nominal yieldsXon
the 20-yearD
government
EXPENSES
A
CLASS
T CLASS
I CLASS*
CLASS
CLASS
US’s
lead,
although with interest
rates already at record low levels, they
31
MARCH
2020
1.15%
1.18% 10% to 0.95%
0.61%
Total Expense Ratio (TER)
bond had 0.72%
shot up from around
above 14% briefly,
before
Adviser. Should you agree to an ongoing Adviser Fee, this will be paid via the regular repurchase of units)
(incl. VAT)

were
unable Costs
to cut(TC)
interest rates as much. The BoE lowered its base 0.06%
Transaction
settling at0.06%
around 12.3%0.06%
after the SARB 0.06%
intervention. 0.06%
0.78%
1.24%
1.01%
0.67%
interest
rate from Charges
0.75% to
0.25%, and then again to a record-low 1.21%
Total Investment
(TIC)
Where a transaction cost is not readily available, a reasonable best estimate has been used. Estimated transaction costs may include Bond, Money Market, and FX costs (where applicable).

0.1% a week later. The ECB established a new 750bn-euro emergency

The local equity market experienced its worst quarter since September
facility
to stabilise
Eurozone bonds. While DISCLOSURE
both areas announced
FACT
SHEET/MINIMUM
DOCUMENT
1998, and March saw its weakest monthly performance since the
aggressive fiscal measures, these weaker monetary measures combined
start of the GFC in 2008. Companies with global earnings did fare
with already-lacklustre growth led to fears of worse recessions than
better than local “SA Inc” shares.
SINCE
CUMULATIVE
PERFORMANCE,
DISTRIBUTIONS
REINVESTED (A CLASS)
the
US, INCEPTION
with forecasts
of -3.9% GDP
growth for the UK
and -4.2%
*Estimated expenses

GDP growth for the EU (by Fitch).

amid the coronavirus sell-off, falling 27.4% against the US dollar,
19.5% against the pound sterling and 24.7% versus the euro.

R218.95

2019, due largely to the impact of the new local consumption tax.

PERFORMANCE

Prudential
Income
Fundof Japan left rates
With interest rates
alreadyEnhanced
at -0.10%,
the Bank

The fund returned -2.3% (after fees) for the first quarter of 2020,

on hold but announced a doubling in its purchases of bonds and

while the benchmark has delivered 1.7%. For the 12 months ending

riskier exchange-traded funds to shore up the economy and markets.

31 March 2020, the fund returned 2.9% (after fees), compared to its

R150
However, investors
were underwhelmed by the move. Late in March

benchmark which returned 7.2% over the same period.

Page 1 ofR200
2

R212.91

2020

2014

2012

2011

2010

2009

2013

BENCHMARK
7.2%
7.3%
7.2%
6.8%
7.2%
7.3%

2019

to international assets contributed positively to overall fund returns.
2018

property detracted from performance for the quarter, while exposure

support package for the economy, and the PBoC cut its base interest

2017

businesses. In turn, the Chinese government announced a US$7bn

2016

Investments in fixed-rate bonds, inflation-linked bonds and SA listed

2015

(US$556 billion) stimulus package to help households and small

A CLASS
2.9%
5.2%
5.9%
6.2%
7.4%
7.6%

T CLASS
3.2%
5.7%
6.3%
n/a
n/a
6.3%

X CLASS
3.0%
5.4%
6.1%
6.4%
n/a
7.3%

D CLASS
3.3%
5.8%
6.4%
6.8%
n/a
7.6%

T CLASS
7.4%

X CLASS
7.2%

D CLASS
7.5%

Inceptiondates:
dates:XXClass:
Class:1 1April
April2011,
2011,DDClass:
Class:1 1July
July2011,
2011,T TClass:
Class:2 2January
January2015
2015
Inception
#

1-YEAR INCOME RETURN
Fund yield (net of fees)

A CLASS
7.0%
A CLASS
12.9%
2.9%

DATE
30 Nov 2010
31 Mar 2020

A CLASS

BENCHMARK
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##

RISK MEASURES

ENHANCED
INCOME FUND

Sources: Prudential & Morningstar

Prime Minister Shinzo Abe unveiled an unprecedented Y60 trillion

R100

RETURN

R100 Initial Investment

Prudential
Enhanced
Fund worse-thanIn Japan, the economy
was already
weakIncome
with a much
Benchmark
expected contraction in GDP growth of -7.1% q/q annualised in Q4

RETURNS SINCE INCEPTION##
Highest annualised return
Lowest annualised return

RISK/RETURN PROFILE:

Finally, the rand depreciated sharply against all three major currencies

R250

ANNUALISED PERFORMANCE
1 year
3 years
5 years
7 years
10 years
Since inception

MULTI-ASSET

ASSET ALLOCATION
SA Cash
50.0%
SA Bonds (ex. Inflation-linked Bonds)
27.8%
Foreign
Cash Prudential, Morningstar & Deutsche Securities
15.7%
Sources:
SA Inflation-linked Bonds
4.1%
SA Listed Property
2.4%

LOW

MED

HIGH

RISK

FUND OBJECTIVE:
To maximise total returns in excess of the
benchmark over a rolling 36-month period,
while seeking to protect capital and reduce
volatility through active asset management.
INVESTOR PROFILE:
Individuals requiring an actively managed
income solution that provides a high income
return together with moderate capital growth.
The recommended investment horizon is 1 to
3 years.
INVESTMENT MANDATE:
The Fund invests in a flexible mix of highyielding securities. The intended maximum
limits are Equity 10%, Listed Property 25%,
Foreign 20%, plus additional 5% Africa (excl.
SA). No duration constraints apply. The Fund is
managed to comply with regulations governing

QUARTERLY COMMENTARY

MULTI-ASSET

STRATEGY AND POSITIONING
Following the rand’s sharp depreciation over the quarter, we consider
the rand to be on the cheap side of fair value and have hedged the
fund’s offshore exposure into rand using a combination of options
and futures.
We sold our US dollar-denominated South African government
bonds in favour of US investment-grade corporate bonds. We
are cautiously looking to acquire extremely attractive assets in global
bonds that offer some of the highest returns that we have seen in
our investment careers. We have no direct high-yield bond exposure
in the global corporate bond space, and are analysing this sector
intently to gauge the opportunities.
We already had exposure to SA nominal bonds in our portfolio at
the beginning of the year, when longer-dated maturities of 15-20
years were offering very attractive real yields of 4.5-5.0%. This was
well above our long-run fair value assumption of 2.5%, and we were
happy to own bonds at these levels. Now these bonds are priced to
give investors a real yield of nearly 8.0% on a medium-term view, an
extraordinary prospective return. A weak economy means inflation is
also not likely to be a significant risk factor for some time to come.
Consequently, we have been adding modestly to our active nominal
bond positions in this portfolio, particularly longer-dated tenors.
We owned a modest amount of inflation-linked bonds (ILBs) prior
to the market downturn, and ILBs are now offering a very attractive
future real return for investors of over 6.0%, which is guaranteed
if they are held to maturity. Despite this, we are not accumulating
ILBs – this is because we believe better value exists in SA longer-term
nominal bonds, given their current extraordinary pricing which has
the potential to offer more attractive returns over the medium-term,
and because they are much more liquid.
As SA listed property stocks have sold off more than other asset
classes during the quarter, the property weighting in the portfolio
has fallen relative to other asset classes. This reflects significant
macroeconomic uncertainty exacerbated by the pandemic. We are
comfortable with this reduction, as the risks around property company
earnings have worsened given the deterioration in the economic
outlook. Some of the companies that we own are now priced at
DISCLAIMER

extreme levels of cheapness, with quality listed property companies

Prudential Portfolio Managers Unit Trusts Ltd (Registration
number: 1999/0524/06) is an approved CISCA management
company (#29). Assets are managed by Prudential Investment
Managers (South Africa) (Pty) Ltd, which is an approved discretionary
Financial Services Provider (#45199). The Trustee’s/Custodian details
are: Standard Bank of South Africa Limited - Trustee Services &
Investor Services. 20th Floor, Main Tower, Standard Bank Centre,
Heerengracht, Cape Town. Collective Investment Schemes (unit trusts)
are generally medium-to long-term investments. Past performance
is not necessarily a guide to future investment performance. Unit
trust prices are calculated on a net asset value basis. This means
the price is the total net market value of all assets of the unit
trust fund divided by the total number of units of the fund. Any
market movements – for example in share prices, bond prices,
money market prices or currency fluctuations - relevant to the
underlying assets of the fund may cause the value of the underlying
assets to go up or down. As a result, the price of your units may
go up or down. Unit trusts are traded at the ruling forward price
of the day, meaning that transactions are processed during the
day before you or the Manager know what the price at the end
of the day will be. The price and therefore the number of units
involved in the transaction are only known on the following day.
The unit trust fund may borrow up to 10% of the fund value, and
it may also lend any scrip (proof of ownership of an investment
instrument) that it holds to earn additional income. A Prudential
unit trust fund may consist of different fund classes that are subject
to different fees and charges. Where applicable, the Manager will
pay your financial adviser an agreed standard ongoing adviser fee,
which is included in the overall costs of the fund. A Collective
Investment Schemes (CIS) summary with all fees and maximum
initial and ongoing adviser fees is available on our website. One
can also obtain additional information on Prudential products on
the Prudential website. The Manager may, at its discretion, close
your chosen unit trust fund to new investors and to additional
investments by existing investors to make sure that it is managed
in accordance with its mandate. It may also stop your existing debit
order investment. The Manager makes no guarantees as to the
capital invested in the fund or the returns of the fund. Excessive
withdrawals from the fund may place the fund under liquidity
pressure and, in certain circumstances; a process of ring fencing
withdrawal instructions may be followed. The Fund may hold foreign
securities including foreign CIS funds. As a result, the fund may
face material risks. The volatility of the fund may be higher and
the liquidity of the underlying securities may be restricted due to
relative market sizes and market conditions. The fund’s ability to
settle securities and to repatriate investment income, capital or
the proceeds of sales of securities may be adversely affected for
multiple reasons including market conditions, macro-economic and
political circumstances. Further, the return on the security may be
affected (positively or negatively) by the difference in tax regimes
between the domestic and foreign tax jurisdictions. The availability
of market information and information on any underlying sub-funds
may be delayed. Fund prices are published daily on the Prudential
website. These are also available upon request. The performance is
calculated for the portfolio. Individual investor performance may
differ as a result of initial fees, the actual investment date, the
date of reinvestment and dividend withholding tax.Purchase and
repurchase requests must be received by the Manager by 13h30
SA time each business day. All online purchase and repurchase
transactions must be received by the Manager by 10h30 (for all
Funds) SA time each business day.

offering forward dividend yields in excess of 20% and prices at less
than 50% of their book value.
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PRUDENTIAL INFLATION PLUS FUND
31 MARCH 2020
#

T CLASS
-13.4%
-2.0%
0.9%
n/a
n/a
1.1%

X CLASS
-13.6%
-2.2%
0.6%
4.2%
n/a
6.9%

20

20

20

20

20

20

20

20

20

20

20

OBJECTIVE#
8.2%
7.7%
8.6%
8.5%
8.6%
9.4%

B CLASS
-13.2%
-1.8%
1.1%
4.7%
7.8%
10.5%

Objective (After A Class Fees) over a rolling 3-year period. Fee adjustment to gross Fund Objective for different classes: A class -1.6%, T class -1%, X class -1.4%,
B class -0.9%.
Inception dates: X Class: 1 July 2011, B Class: 1 July 2002, T Class: 2 January 2015

##

QUARTERLY COMMENTARY

A CLASS
DATE
ASSET ALLOCATION
2020 would more than halve to around 2.5% from 5.6% previously.
30.8%
30 Apr 2006
SA Inflation-linked Bonds
22.9%
Hong Kong’sSA
Hang
Seng Index returned -15.5% for the three months
-13.7%
31 Mar 2020
Lowest
annualised
return
Equity
22.4%
The
first quarter
of 2020
was completely dominated by
the rapid spread
and the MSCI
ChinaEquity
returned -10.2% in US$.
Foreign
16.2%
of the Coronavirus around the globe. Its negative impact made itself
SA Bonds (ex. Inflation-linked Bonds)
14.6%
felt in every corner of the globe, taking a heavy toll on human lives
Among other
equity markets, in US$ terms Brazil’s Bovespa
RISKeconomic
MEASURES
CLASS
OBJECTIVE
SAemerging
Listed Property
8.2%
and
activity as global lockdowns were Aimplemented.
All
Monthly
volatility
(annualised)
theCash
hardest hit with a -51.0% return for the quarter, 7.2%
while
types
of assets,
including
many traditional safe-havens6.6%
like government1.6% proved to beSA
-15.9%
-0.7% the MSCI South
Maximum drawdown over any period
Foreign
Bonds
5.2%
Africa
returned -40.3%. The MSCI Russia delivered
bonds, were hit by wholesale selling, which was exacerbated by forced
93.0%
100.0% -36.3% andForeign
% of positive rolling 12 months
Cash
1.8%
the MSCI
Turkey -30%, also in US$.
liquidation of many leveraged investors needing urgent liquidity.
-1.0
n/a
Information ratio
Africa Equity
1.4%
Uncertainty
pervaded
investor
sentiment
as
the
extent
and
severity
-1.1
n/a
Sortino ratio
Property
0.1%
The price ofForeign
Brent crude
oil was hammered by both expectations
of
of
the
virus
and
its
impact
on
economic
growth
remained
unknown.
-1.0
n/a
Sharpe ratio
slowing demand and the start of a price war between OPEC and Russia,
The IMF warned of a coming global recession worse than that of
in which Russia refused to agree with OPEC’s demands to lower its
the 2008 Global Financial Crisis (GFC), while ratings agency Fitch
production targets to prevent oversupply. The oil price plummeted by
projected
a 1.9% contraction in global growth for 2020. South
TOP 10 HOLDINGS*
65.6% during the quarter, starting at approximately US$67 per barrel
Africa
fared worse
than most
countries
due to its already-precarious 14.6%
1. Prudential
Worldwide
Real
Return Fund
and then hitting a low of under US$25 per barrel before rebounding
2. Prudential
Corporate
Bond Fund economic environment, which
7.1%
government
finances
and recessionary
3. Prudential
Worldwide
Strategic
Real of
Return
Fund credit rating
7.1%
to end March at around US$34 per barrel.
were
exacerbated
by Moody’s
downgrade
its sovereign
4. below
Republic
of SA ILB 3.45%
071233
4.9%
to
investment-grade
status
in late(R202)
March.
5. Naspers Ltd
3.9%
As for other commodities, only gold and palladium were immune from
6.US$
Nedbank
NCD equities
7.38% 220620
2.9%
the Coronavirus sell-off. Gold gained a mere 6.0% for the quarter,
In
terms, global
(the MSCI All Country World Index, ACWI)
7. Republic of SA ILB 2.00% 310125 (I2025)
2.8%
despite its safe-haven status, while palladium was up 19.2%. Platinum
returned -21.4% for the quarter, while developed markets delivered
8. Republic of SA Bond 8.75% 280248 (R2048)
2.6%
-21.1% and emerging markets produced -23.6%. For SA investors,
fell 25.3%. Industrial metals prices, meanwhile, all lost between 17%
9. Republic of SA Bond 8.75% 310144 (R2044)
2.6%
the
depreciation
and 22% as investors factored in a slowdown in global demand until
10. rand’s
British 27.4%
American
Tobacco Plcagainst the dollar (and by similar
2.1%
amounts
against
currencies) helped to cushion global
economies recover from the impact of the shutdowns around the world.
*As
at 31 March
2020 other
(updatedmajor
quarterly)
investments in rand terms – for example, the MSCI ACWI returned
INVESTMENT
OPTIONS
T CLASS
I CLASS
CLASS
B CLASS
0.2%
in rands. Global
bonds delivered -0.3% for the quarter in US$A CLASS
South Africa
hit by global
and local X
fears
R10 000
000 were hit
R10harder
000 by the
R20
million
Minimum
sum and
investment
(but
27.0%lump
in rands)
global property returned -30.4%. This was R10 000
South African
assets and R10
the rand
global
sellR500 pm
R500 pm
R500 pm
n/a
Minimum
monthly emergency
debit order monetary easing and market support R500 pm
despite
widespread
off than most emerging markets. This was due to the already-fragile
from the major central banks.
state of the
economy, given
that it hadXentered
INITIAL FEES (excl. VAT)
A CLASS
T CLASS
I CLASS
CLASS into aBrecession
CLASS in
Q4 2019 with
GDP shrinking
by 1.4% q/q0.00%
annualised. Plus,
the more
0.00%
0.00%
0.00%
0.00%
Prudential
In
the
US,
to
counteract
the
effect
of
spreading
lockdowns
across
liquid nature
the local
financial
markets
made
it an easy0.00%
option for
3.00% (max)
3.00%of(max)
3.00%
(max)
3.00%
(max)
Financial adviser (if applicable)
the country, the US Federal Reserve undertook an emergency
wholesale selling of emerging market risk by global investors amid
ANNUAL
MANAGEMENT
FEES (excl. VAT)
I CLASS
X CLASS
B CLASS
100bp
interest
rate cut and US$700bn
in bond buybacks, while theA CLASS
the flightTtoCLASS
safety.
1.00%
0.80%
1.25%
1.00%
0.60%
Prudential**announced record fiscal stimulus measures to counter
government
0.00%
0.00%
0.50%
0.50%
0.00%
Financial
adviser
service
fee
(if
applicable)
***
the anticipated surge in unemployment and stress on corporate and
On top of this, government bond and rand sales were exacerbated by
**
The Fund earnings.
can invest portions
of its
assets
underlying
foreign
investments
(incl. investments into Africa). This would mainly be achieved by investing into the sub-funds of the
individual
Markets
did
notinto
react
positively
to the
Fed’s move,
Moody’s
downgrade
of
the
sovereign
credit
rating
to
non-investment
Prudential Global Funds ICAV and the Prudential Africa Equity Fund. These funds will charge an additional asset management fee which is included in the Fund's NAV and the Fund's
withThe
volatility
remaining
high. Analysts
are expecting
US GDP
growth
to Global Funds.
TER.
Manager
receives a marketing
and distribution
fee in respect
of the
Prudential
grade status on 27 March (a move that was widely expected), as well
***
Included
Prudential’s
annual
fee above (A
& T Class Financial
Adviser Fees: Initial and Ongoing Adviser Fees are negotiated between the Investor and Financial
contract
byinaround
3.3%
formanagement
the year, although
estimates
vary widely.
as by the SA government’s announcement of some fiscal tax and
Adviser. Should you agree to an ongoing Adviser Fee, this will be paid via the regular repurchase of units)
In the equity market, the S&P 500 lost 19.6% in US$ for the quarter.
spending measures to help individuals and small businesses weather
RETURNS SINCE INCEPTION##

MARKET
OVERVIEW
Highest annualised
return

the local Tshutdown,
which
are expected
to push the Bgovernment
EXPENSES (incl. VAT)
A CLASS
CLASS
I CLASS*
X CLASS
CLASS
In
the Expense
UK and Europe,
central banks and governments followed the 1.64%
1.16%
1.67%
0.93%
Total
Ratio (TER)
budget deficit
further into
the red. This1.39%
extra spending
rendered
US’s
lead,
although
with
interest
rates
already
at
record
low
levels,
they
0.12%
0.12%
0.12%
Transaction Costs (TC)
February’s0.12%
National Budget
plans to reduce
the deficit0.12%
essentially
were
unable
to
cut
interest
rates
as
much.
The
BoE
lowered
its
base
1.76%
1.79%
1.51% to the 1.05%
Total Investment Charges (TIC)
redundant.1.28%
The extent of the
bond sales attributable
downgrade
interest
rate from
to available,
0.25%,a and
thenbest
again
to ahasrecord-low
Where a transaction
cost0.75%
is not readily
reasonable
estimate
been used. Estimated transaction costs may include Bond, Money Market, and FX costs (where applicable).
was unclear, making it difficult to gauge the amount of selling that
0.1%
a
week
later.
The
ECB
established
a
new
750bn-euro
emergency
*Estimated expenses
will come later once South Africa exits the World Government Bond
facility to stabilise Eurozone bonds. While both areas announced
Index of investment-grade bonds. The latter was postponed until
aggressive fiscal measures, these weaker monetary measures combined
after shutdowns are lifted.
with already-lacklustre growth led to fears of worse recessions than
the US, with forecasts of -3.9% GDP growth for the UK and -4.2%
Meanwhile, at its 19 March MPC meeting the SA Reserve Bank revised
GDP growth for the EU (by Fitch). In the equity markets, the FTSE
its GDP growth forecast for SA to -0.2% in 2020 from 1.4% previously,
SHEET/MINIMUM
DOCUMENT
100 FACT
returned -28.7%
in US$ for the quarter,DISCLOSURE
while Germany’s DAX
which many believed to be optimistic under the current conditions.
produced -26.6% and the French CAC 40 delivered -27.8% in US$.
It also announced a much larger-than-expected 100-basis point
reduction in(A
the
repo rate to 5.25% in a bid to offer some economic
In
Japan,
the economy
was already PERFORMANCE,
weak with a muchDISTRIBUTIONS
worse-thanSINCE
INCEPTION
CUMULATIVE
REINVESTED
CLASS)
Page 1 of 2
relief. Additionally, it undertook a Sources:
bond repurchase
to
Prudential
Inflation
Fund q/q annualised in Q4
Prudentialprogramme
& Morningstar
expected contraction
in GDP
growthPlus
of -7.1%
support the government bond market for the first time. This helped
2019, dueR800
largely to the impact of the new local consumption tax.
to pare losses in SA bonds: nominal yields on the 20-year government
With interest rates already
at -0.10%,
Prudential
Inflation the
PlusBank
Fundof Japan left rates
bond had shot up from around 10% to above 14% briefly, before
#
on hold but
announced
a doubling
in its purchases of bonds and
R700
Objective
settling at around 12.3% after the SARB intervention. The BEASSA
riskier exchange-traded funds to shore up the economy and markets.
R628.41
All Bond Index delivered -8.7% in Q1 2020, while SA inflation-linked
R600
However, investors
were underwhelmed by the move. Late in March
bonds
returned
-6.6%.
Cash
(as
measured
by
the
STeFI
Composite)
Prime Minister Shinzo Abe unveiled an unprecedented Y60 trillion
R535.75
R500 stimulus package to help households and small
produced 1.7% for the three-month period.
(US$556 billion)
businesses. The Nikkei 225 returned -18.7% for the quarter.
R400
The local equity market experienced its worst quarter since September
1998, and March saw its weakest monthly performance since the start
In turn, the Chinese government announced a US$7bn support
R300
of the GFC in 2008. Companies with global earnings did fare better
package for the economy, and the PBoC cut its base interest rate by
than local “SA Inc” shares. The FTSE/JSE All Share Index returned
20bps. In Wuhan
R200 province, the epicentre of the outbreak, and other
-21.4% for Q1 2020, led by Listed Property (SAPY Index) with a
areas of China, some businesses started to reopen as the worst of the
-48.2% return. Financials were the second-worst performers with
pandemic R100
passed, hopefully pointing to the future of other areas of
-39.5%, followed by Resources with -25.3% and Industrials at -8.4%.
the globe as well. Analysts estimated Chinese economic growth for

INVESTOR PROFILE:
Individuals looking for a low- to medium-risk
multi-asset fund. Individuals and retirees who
want to protect their investment from the
detrimental effects of inflation over time. The
recommended investment horizon is 3 years or
MULTI-ASSET
longer.
INVESTMENT MANDATE:
RISK/RETURN
PROFILE:
The Fund invests
in an actively managed,
diversified combination of domestic and
international assets where the asset allocation
is tactically managed. The intended maximum
limits are Equity 40%, Listed Property 25%,
INFLATION
PLUSSA)
FUND5%. The
Foreign 30%, and Africa
(excl.
Fund is managed to comply with regulations
governing retirement fund investments
LOW
MED
HIGH
(Regulation 28).

RETURN

A CLASS
-13.7%
-2.5%
0.4%
3.9%
7.0%
10.3%

20

20

20

20

20

20

20

20

20

ANNUALISED PERFORMANCE
1 year
3 years
5 years
7 years
10 years
Since inception

the A class) over a rolling 3-year period. The
secondary objective is to reduce the risk of
capital loss over any rolling 12-month period.

RISK

FUND MANAGERS:
FUND MANAGERS:
David Knee, Johny Lambridis and Michael
David Knee, Johny Lambridis and
Moyle
Michael Moyle
ASISA CATEGORY:
ASISA CATEGORY:
South African - Multi-Asset - Low Equity
South African - Multi-Asset - Low Equity
OBJECTIVE (BEFORE
(BEFORE FEES):
FEES):
OBJECTIVE
CPI+5% p.a.
CPI+5%
p.a.over
overaarolling
rolling3-year
3-yearperiod
period
INCEPTION DATE:
DATE:
INCEPTION
1 June
1
June 2001
2001
FUND SIZE:
R22 305
R36
160 861
734 906
932
AWARDS:
Raging Bull:
Bull: 2013
2013
Morningstar: 2015
Morningstar:
2015

ANNUALISED PERFORMANCE
1 year
3 years
5 years
7 years
10 years
Since inception

A CLASS
-13.7%
-2.5%
0.4%
3.9%
7.0%
10.3%

OBJECTIVE#
8.2%
7.7%
8.6%
8.5%
8.6%
9.4%

T CLASS
-13.4%
-2.0%
0.9%
n/a
n/a
1.1%

X CLASS
-13.6%
-2.2%
0.6%
4.2%
n/a
6.9%

2020

2019

2018

2017

2016

2015

2014

2013

2012

2011

2010

2009

2008

2007

2006

2005

2004

2003

2002

2001

B CLASS
-13.2%
-1.8%
1.1%
4.7%
7.8%
10.5%

Objective (After A Class Fees) over a rolling 3-year period. Fee adjustment to gross Fund Objective for different classes: A class -1.6%, T class -1%, X class -1.4%,
B class
-0.9%. to gross Fund Objective for different classes: A class -1.6%, T class -1%, X class -1.4%, B class -0.9%
Fee
adjustment
Inception
dates:
X Class:
1 July
2011,
B Class:
1 July
2002,
T Class:
2 January
2015
Inception
dates:
X Class:
1 July
2011,
B Class:
1 July
2002,
T Class:
2 January
2015

#
#

##

A CLASS
DATE
RETURNS SINCE INCEPTION##
30.8%
30 Apr 2006
Highest
annualised
return
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-13.7%
31
Mar
2020
Lowest annualised return

ASSET ALLOCATION
SA Inflation-linked Bonds
22.9%
Sources: Prudential, Morningstar & Deutsche Securities
SA Equity
22.4%
Foreign Equity
16.2%

MULTI-ASSET
RISK/RETURN PROFILE:

RETURN

R100 Initial Investment

PRUDENTIAL INFLATION PLUS FUND
31 MARCH 2020

INFLATION PLUS FUND

LOW

MED

HIGH

RISK

FUND OBJECTIVE:
The primary objective is to outperform CPI by
5% before fees (which is 3.4% after fees for
the A class) over a rolling 3-year period. The
secondary objective is to reduce the risk of
capital loss over any rolling 12-month period.
INVESTOR PROFILE:
Individuals looking for a low- to medium-risk
multi-asset fund. Individuals and retirees who
want to protect their investment from the
detrimental effects of inflation over time. The
recommended investment horizon is 3 years or
longer.
INVESTMENT MANDATE:
The Fund invests in an actively managed,
diversified combination of domestic and
international assets where the asset allocation

QUARTERLY COMMENTARY

PERFORMANCE

from the bank operations set for Q1 2020 should unlock value, as

The fund returned 0.6% (after fees) for the last quarter of 2019
and
6.4%
the
12-monthsharply
period against
ending all
31three
December
The
Finally,
the for
rand
depreciated
major 2019.
currencies
amid
the delivered
coronavirus
sell-off,offalling
27.4%
againstsince
the US
dollar,
fund has
a return
11.4%
per annum
inception
19.5%
against
the pound
sterling
andobjective
24.7% versus
theper
euro.
(after fees),
compared
to its
after-fee
of 9.4%
annum
over the same period.

the asset management profits and dividends that were historically

PERFORMANCE

fund returned
-15.3% (after
fees) forperformance
the first quarter
ofperiod
2020
The largest
positive contributor
to absolute
for the
and
-13.7%
the 12-month
periodfollowed
ending by
31international
March 2020.
The
was the
fund’sfor
exposure
to SA equities,
equity
fund has Other
delivered
a return of
10.3%
since itsSAinception
holdings.
contributions
came
fromper
SA annum
listed property,
nominal
in 1999and
(after
fees),Detracting
compared from
to itsreturns
objective
of international
9.4% per annum
bonds
SA cash.
were
fixed
over
the SA
same
period.
income,
inflation-linked
bonds and international cash.
Theterms
largest
contributors
absolute
for the
In
of asset-class
specific equity
exposure,tothe
fund’s performance
holdings in Implats,
periodAnglo
were American
the fund’sand
exposure
to international
Sasol,
British American
Tobaccofixed
wereincome
amongand
the
SA cash. The
primary detractors
thefor
fund’s
holdingsDetracting
SA listed
strongest
contributors
to absolutewere
returns
the quarter.
property,
SA equity
and
SA ILBs.
from absolute
returns
were
exposure to MTN, PPC and Prosus.

STRATEGY
AND POSITIONING
In
terms of specific
equity exposure, the fund’s holdings in Prosus,
Naspersthe
andquarter
Reinet were
the strongest
equity contributors
absolute
During
we reduced
our overweight
exposuretoto
global
returns
quarter,
smallermarket
contributions
from Textainer
equitiesfor
in the
response
to with
the strong
performance,
and on and
the
BritishofAmerican
Tobacco.
fromwhich
absolute
were
back
a year of high
equityDetracting
market returns
werereturns
not matched
holdings
in Sasol,
Tsogo
Sun and Nedbank.
by
the same
extent
of improvement
in the global macroeconomic
environment. However, because the global equity risk premium on
STRATEGY
POSITIONING
offer
remainsAND
substantially
above both historic norms and global
The fund hasbond
beenyields,
overweight
global
equities global
for some
time now
government
we remain
overweight
equities.
The
and itstotal
performance
has benefited
from
positioning
fund’s
offshore exposure
remains
atthis
around
25%. during the
quarter. We were underweight the more expensive US market in
favour
selected
European
and emerging
Although
In
globaloffixed
income,
US government
bonds market
becameequities.
somewhat
cheaper
global equities
werebut
already
more
expensive
than SA
equitiesmarkets
prior to
during
the quarter,
remain
cheaper
than other
developed
the downturn,
have fallen
less
than range
the local
market as a result
like
the UK, EU they
and Japan,
where
a wide
of government
bond
of thisare
quarter’s
risk-off
sentiment,
and this has
up remains
a larger
yields
in negative
territory.
Consequently,
theopened
asset class
valuation differential
between
domestic
and offshore
equities.
We
unattractive
versus equities.
We
are underweight
global
sovereign
have taken
advantage ofduration,
this by reducing
of investment-grade
our global equity
bonds
and underweight
preferringsome
to hold
positions
to buy more
cheaplybonds.
valued but high-quality SA equities and
US
and European
corporate
SA nominal bonds (in the process buying cheap rands with expensive
For
global
equities,
we reduced
ourremains
overweight
position
during
the
foreign
currency).
However,
the fund
overweight
global
equities.
quarter, taking profits on the back of the strong equity rally and in
We have
been
very
underweight
light
of our
view
that
the global developed-market
economic outlook is government
not as robust
bonds
the negative
real yields
prevailing,
and their
unattractiveness
as
thatgiven
reflected
in current
equity
valuations.
However,
we have
relative to global
equities.
the flight
to safety
remained
overweight
as aThanks
wholetogiven
the very
highand
riskaggressive
premium
monetary
easing
by central
during
the quarter,
these
have
from
equities
versus
globalbanks
bonds.
Emerging
markets
and yields
currencies
moved even
more
negative.
example,
10-year
German
bunds
continue
to be
especially
wellFor
valued
on many
measures,
while
the
US
relatively
expensive
- other
offer better
value.
are market
yieldingis-0.5%,
10-year
UK gilts
0.3%markets
and 10-year
US Treasuries
0.7%, and real returns are even lower after inflation.
We continue to prefer the global banking sector, which has
underperformed
the broader
market,
as wellhold
as certain
We continue to avoid
these assets
and instead
US anddeveloped
European
markets
where equities
are undervalued
fundamentals
earnings
investment-grade
corporate
bondsbut
and
selected for
emerginggrowth
positive,bonds
including
Germany
andattractive
Japan. We
also
find
marketremain
government
which
offer very
real
yields.
selected
emerging
markets
attractive,
including
South
Indonesia
For instance,
10-year
Mexican
government
bonds
areKorea,
yielding
7.2%,
and
China.
These overweight
positions
are financed
primarily
by an
10-year
Indonesian
bonds 7.9%
and 10-year
Brazilian
bonds 7.8%
underweight
in global
bonds,
as well
as US as
equities
to a lesser
extent.
(all in US$). These
assets
have
suffered
investors
have sought
sanctuary elsewhere, but in some cases they are priced in line with
Following
December’s
rally, SouthWe
African
equities became
the worst of
the GFC conditions.
are cautiously
lookingmarginally
to acquire
more
expensive
on most
valuation
during
theglobal
quarter
the
extremely
attractive
assets
in both measures:
global equities
and
bonds
12-month
forwardsome
P/E ofof
thethe
FTSE/JSE
Allreturns
Share Index
from seen
around
that are offering
highest
that rose
we have
in
10.9X
to 11.6X and
the earnings yield fell from 8.6% to around 8.1%
our
investment
careers.
in December alone. However, both are still cheaper than the market’s
longer-term
fair value,
in fund
our view.
remain
modestly of
underweight
We aim to position
the
withWe
higher
weightings
very highSA
equities
in thewhile
fundmaintaining
due to the constraint
of itsthat
overall
40%
equity
returning
assets
a mix of assets
have
diversified
holding
limit, although
SAdirect
equities
are looking
attractive
return profiles.
We have no
high-yield
bondincreasingly
exposure in the
global
on
a relative
basis.
We and
are cautiously
optimistic
regarding
equity
corporate
bond
space,
are analysing
this sector
intentlySA
to gauge
market
returnsopportunities,
over the next three
to five
years
due to the
prevailing
the emerging
as it has
a very
different
return
profile
excessive
of fund
pessimism
shareJapanese
prices and
valuations.
to equity. levels
We will
these reflected
purchasesinfrom
yen
exposure
and from various US and European investment-grade bond holdings.
The fund continues to hold resources stocks with exposure to global
growth
foreign
currency
earnings like
American,
Exxaro,
We
haveand
been
marginally
underweight
SA Anglo
equities
in the Inflation
SasolFund
and since
Sappi,2018,
as well
as globaltogiants
such asequities,
Nasperswhich
and British
Plus
preferring
hold global
have
American
Tobacco
All of these
overweights added value to
offered
better
value(BAT).
and prospective
returns.
the fund for the quarter, with rebounds for Sasol, Sappi and Exxaro
after
suffering
losses inwas
Q3.already trading at a very attractive priceThe SA
equity market
book value ratio of 1.5X in February, and subsequently fell to around
We
also
our overweight
exposure
financial
1.0Xhave
by the
endmaintained
of March, some
20% cheaper
than it to
was
during
shares
including
Old Mutual,
Investec
plc,fall
Standard
the GFC.
Even though
the recent
sharp
in shareBank
pricesand
hasAbsa,
hurt
which
offer
attractive
valuations
relatively
high
dividend
yields.
the fund,
when
we bought
thesewith
companies
they
were
already
well
While
added
value return
to our prospects.
house view
portfolios
Q4,
priced Investec
and offered
attractive
They
are nowfor
priced
the latter
counters
value.
We believe
Investec’s
some
30%two
cheaper.
Wedetracted
think this from
provides
a once-ina-generation
unbundling to
and
separate
listinggood
of Investec
Asset Management
opportunity
acquire
selected,
quality domestic
stocks that
we are now taking advantage of.
We have been using part of the proceeds from our offshore equity
sales to buy up exposure to certain SA stocks at excellent valuations as
share prices have fallen. We are being careful to choose high-quality
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MULTI-ASSET

trapped
in the
will
now be distributed
directly
to shareholders.
businesses
that,bank
in our
assessment,
can survive
reduced
earnings and
The
leaveperiod
both of
thetime.
UK and
the confident
South African
cash unbundling
flows for anshould
extended
We are
that
these positions
should
above-market returns
the Inflation
Plus
banking
operations
inadd
a well-capitalised
positiontofrom
which they
Fundgrow
over into
the next
five years.
can
the future.
With a refreshed management team that
is now prioritising returns and addressing sub-optimal businesses, we
The fund continues to hold resources stocks with exposure to
think returns on equity will improve over time. The demerger should
global growth and foreign currency earnings like Anglo America
also allow for more industry-focused boards and management teams
and Exxaro, as well as global giants such as Naspers and British
that
could unlock
further
American
Tobacco
(BAT).value.
Naspers (and Prosus) derive the majority
of their value from Tencent – the Chinese internet and media giant.
As
long-time businesses
holders of may
Trencor,
wemore
believe
its unbundling
ofphases
global
E-commerce
prove
resilient
in the initial
shipping
container group
during thetoquarter
will unlock
value
of the Coronavirus
crisis,Textainer
as users continue
use if not
increase
the
services
they offer.
has onebeneficiaries
of the mostofvaluable
platforms
-both stocks
couldTencent
be substantial
improvements
in
in
and while
of its forward.
revenue streams
suffergroup
(such as
theChina,
US-China
trade some
war going
Remgro,may
another
in
advertising),
weisthink
the overall
will an
hold
up better of
than
which
the fund
overweight,
alsobusiness
announced
unbundling
its
the average South African company.
stake in First Rand for Q1 2020. We believe this is likely to reduce the
discount in the share price of the holding company going forward.
BAT is another large equity position in the fund. Tobacco tends to
be more defensive in downturns – and has so far proven to be so
Also supporting returns was the rally in Quilter and Capital & Counties
in the current sell-off. BAT was inexpensive going into the crisis and
shares,
thanks
theastrong
Brexit-related
rebound
the isUKattractive
market.
currently
tradestoon
forward
P/E of 8X, which
weinfeel
We
tooktosome
in these
holdings in December. Later in the
relative
otherprofits
defensive
stocks.
quarter Naspers and Prosus shares fell and then recouped some losses
The likes
of Shoprite,
Spar
Pick ‘n
held up
remarkably
after
Prosus
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returns for the three months.
Spar (in an underweight position); however we are assessing whether
the market is now not overpaying for near-term certainty over longerMeanwhile, we are still underweight retail stocks like Clicks, Mr Price,
term value. This is relevant as we see once-in-a-lifetime opportunities
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We remain
to their businesses. These stocks were very attractively priced going
the earnings outlook for the sector, as it faces ongoing headwinds
into the Coronavirus episode, but current headwinds, the oil price
arising from pressure on landlords to reduce their rentals, particularly
war and the weak SA economy, respectively, may all create increasing
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we think there is a large potential upside.
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asset
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particularly
classes
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the property
weighting
in thereal
fund
has
in the longer-dated
maturities
above 10-years
where
yields
fallen relative to other asset classes. The fund is now even further
reached 4.5% during the quarter. This is very high relative to most
underweight, reflecting significant macroeconomic uncertainty
other emerging market bonds, even those with worse credit ratings
exacerbated by the pandemic. We are comfortable with this reduction,
than
is alsoproperty
well above
our long-run
value
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as theours.
risks It
around
company
earningsfair
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given
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withoutlook.
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given
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of their for
book
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tenors. However, we continue to be neutrally positioned in this asset
Stockas
selection
is critical
invalue
this sector,
construction
class
we believe
better
existsas
in isSAcareful
equityportfolio
and nominal
bonds,
and risk control. The fund is holding very selective property stocks
where long-dated nominal bonds have the potential to offer more
with strong balance sheets like Growthpoint and NEPI Rockcastle.
attractive value over the medium-term and are much more liquid.
We were already modestly overweight SA nominal bonds in our
portfolios at the beginning of the year, when longer-dated maturities
of 15-20 years were offering very attractive real yields of 4.5-5.0%.
This was well above our long-run fair value assumption of 2.5%, and
we were happy to own bonds at these levels. Now these bonds are
giving investors a real yield of nearly 8.0% on a medium-term view,
an extraordinary prospective return. A weak economy means that
inflation is also not likely to be a significant risk factor for some time
to come. Consequently, we have been adding modestly to our active
nominal bond positions in the fund, particularly longer-dated tenors,
out of the proceeds from our offshore equity holdings.
We were neutral in inflation-linked bonds prior to the market
downturn, and ILBs are now offering a very attractive future real
return for investors of over 6.0%, which is guaranteed if they are
held to maturity. Despite this, we are comfortable with this neutral
positioning because we believe better value exists in SA equity and
SA longer-term nominal bonds, given their current extraordinary
pricing: both have the potential to offer more attractive returns over
the medium-term and are much more liquid.
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were unable to cut interest rates as much. The BoE lowered its base

wholesale selling of emerging market risk by global investors amid

interest rate from 0.75% to 0.25%, and then again to a record-low
the flight to safety.
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Moody’s downgrade of the sovereign credit rating to non-investment
grade status on 27 March (a move that was widely expected), as well
as by the SA government’s announcement of some fiscal tax and
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R782.31

R600

February’s National Budget plans to reduce the deficit essentially
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Prudential Balanced Fund

ANNUALISED PERFORMANCE
1 year
3 years
5 years
7 years
10 years
Since inception

RETURN

RISK/RETURN PROFILE:

facility to stabilise Eurozone bonds. While both areas announced

ASSET ALLOCATION
SA Equity
47.8%
Sources:
Foreign
EquityPrudential, Morningstar & Deutsche Securities
23.4%
SA Bonds (ex. Inflation-linked Bonds)
18.5%

LOW

MED

HIGH

RISK

FUND OBJECTIVE:
To achieve steady long-term growth of capital
and income by investing in a diversified
combination of domestic and international
assets, where the asset allocation is tactically
managed.
INVESTOR PROFILE:
A suitable fund for retirement provision and for
those individuals looking to tilt their portfolio
to value with controlled risk exposure. The
recommended investment horizon is 5 years
or longer.
INVESTMENT MANDATE:
The Fund conforms to the regulations governing
retirement fund investments (Regulation 28).
Intended maximum limits: Equity 75%, Listed
Property 25%, Foreign 30%, plus additional

QUARTERLY COMMENTARY

MULTI-ASSET

Meanwhile, at its 19 March MPC meeting the SA Reserve Bank revised

extremely attractive assets in both global equities and global bonds

its GDP growth forecast for SA to -0.2% in 2020 from 1.4% previously,

that are offering some of the highest returns that we have seen in

which many believed to be optimistic under the current conditions.

our investment careers.

It also announced a much larger-than-expected 100-basis point
reduction in the repo rate to 5.25% in a bid to offer some economic

We aim to position the fund with higher weightings of very high-

relief. Additionally, it undertook a bond repurchase programme to

returning assets while maintaining a mix of assets that have diversified

support the government bond market for the first time. This helped

return profiles. We have no direct high-yield bond exposure in the global

to pare losses in SA bonds: nominal yields on the 20-year government

corporate bond space, and are analysing this sector intently to gauge

bond had shot up from around 10% to above 14% briefly, before

the emerging opportunities, as it has a very different return profile

settling at around 12.3% after the SARB intervention. The BEASSA

to equity. We will fund these purchases from Japanese yen exposure

All Bond Index delivered -8.7% in Q1 2020, while SA inflation-linked

and from various US and European investment-grade bond holdings.

bonds returned -6.6%. Cash (as measured by the STeFI Composite)
produced 1.7% for the three-month period.

The SA equity market was already trading at a very attractive price-

The local equity market experienced its worst quarter since September

1.0X by the end of March, some 20% cheaper than it was during

1998, and March saw its weakest monthly performance since the start

the GFC. Even though the recent sharp fall in share prices has hurt

of the GFC in 2008. Companies with global earnings did fare better

the fund, when we bought these companies they were already well

than local “SA Inc” shares. The FTSE/JSE All Share Index returned

priced and offered attractive return prospects. They are now priced

-21.4% for Q1 2020, led by Listed Property (SAPY Index) with a

some 30% cheaper. We think this provides a once-in- a-generation

-48.2% return. Financials were the second-worst performers with

opportunity to acquire selected, good quality domestic stocks that

-39.5%, followed by Resources with -25.3% and Industrials at -8.4%.

we are now taking advantage of.

Finally, the rand depreciated sharply against all three major currencies

The fund continues to hold resources stocks with exposure to

amid the coronavirus sell-off, falling 27.4% against the US dollar,

global growth and foreign currency earnings like Anglo America

19.5% against the pound sterling and 24.7% versus the euro.

book value ratio of 1.5X in February, and subsequently fell to around

and Exxaro, as well as global giants such as Naspers and British
American Tobacco (BAT). Naspers (and Prosus) derive the majority

PERFORMANCE

of their value from Tencent – the Chinese internet and media giant.

The fund returned -18.4% (after fees) for the first quarter of 2020

E-commerce businesses may prove more resilient in the initial phases

and -16.7% for the 12-month period ending 31 March 2020. The

of the Coronavirus crisis, as users continue to use if not increase the

fund has delivered a return of 11.9% per annum since its inception

services they offer. Tencent has one of the most valuable platforms

in 1999 (after fees), compared to its benchmark of 10.5% per annum

in China, and while some of its revenue streams may suffer (such as

over the same period.

advertising), we think the overall business will hold up better than
the average South African company.

The largest asset-class contributors to absolute performance for
the quarter were the fund’s exposure to international fixed income,

BAT is another large equity position in the fund. Tobacco tends to

international cash and SA cash. The main detractors from absolute

be more defensive in downturns – and has so far proven to be so

performance over the period came from exposure to SA equity, SA

in the current sell-off. BAT was inexpensive going into the crisis and

listed property and SA nominal bonds.

currently trades on a forward P/E of 8X, which we feel is attractive
relative to other defensive stocks.

In terms of specific equity exposure, the fund’s holdings in Prosus,
Naspers and Reinet were the strongest equity contributors to absolute

The likes of Shoprite, Spar and Pick ‘n Pay have held up remarkably

returns for the quarter, with smaller contributions from Textainer and

well relative to the rest of the market. This is not surprising given the

British American Tobacco. Detracting from absolute returns were

defensive nature of the sector in general and the hoarding of food

holdings in Sasol, Tsogo Sun and Nedbank.

stuffs. We currently hold Pick ‘n Pay (in an overweight position) and

STRATEGY AND POSITIONING

Spar (in an underweight position); however we are assessing whether
the market is now not overpaying for near-term certainty over longer-

The fund has been overweight global equities for some time now

term value. This is relevant as we see once-in-a-lifetime opportunities

and its performance has benefited from this positioning during the

emerging in other companies that would be regarded as high-quality

quarter. We were underweight the more expensive US market in

businesses (in the absence of the Coronavirus panic). Examples here

favour of selected European and emerging market equities. Although

would include Sanlam, Remgro and Bidcorp.

global equities were already more expensive than SA equities prior to
the downturn, they have fallen less than the local market as a result

The higher-risk holdings in the Balanced Fund include Sasol as well

of this quarter’s risk-off sentiment, and this has opened up a larger

as some of the gaming stocks we hold, where closure of casinos and

valuation differential between domestic and offshore equities. We

limited payout slot machines brings a temporary but painful full stop

have taken advantage of this by reducing some of our global equity

to their businesses. These stocks were very attractively priced going

positions to buy more cheaply valued but high-quality SA equities and

into the Coronavirus episode, but current headwinds, the oil price

SA nominal bonds (in the process buying cheap rands with expensive

war and the weak SA economy, respectively, may all create increasing

foreign currency). However, the fund remains overweight global equities.

requirements for equity rights issues to pay down debt (Sasol has
already flagged its intention to do so). At this stage we are not selling

We have been very underweight developed-market government

our Sasol exposure, which is now quite small in our portfolios, since

bonds given the negative real yields prevailing, and their unattractiveness

we think there is a large potential upside.

relative to global equities. Thanks to the flight to safety and aggressive
monetary easing by central banks during the quarter, these yields have

We have been using part of the proceeds from our offshore equity

moved even more negative. For example, 10-year German bunds

sales to buy up exposure to certain SA stocks at excellent valuations

are yielding -0.5%, 10-year UK gilts 0.3% and 10-year US Treasuries

as share prices have fallen to levels even lower than those seen during

0.7%, and real returns are even lower after inflation.

2008. We are being careful to choose high-quality businesses that, in
our assessment, can survive reduced earnings and cash flows for an

We continue to avoid these assets and instead hold US and European

extended period of time. We are confident that these positions should

investment-grade corporate bonds and selected emerging-

add above-market returns to the Balanced Fund over the next five years.

market government bonds which offer very attractive real yields.
For instance, 10-year Mexican government bonds are yielding 7.2%,

As SA listed property stocks have sold off more than other asset

10-year Indonesian bonds 7.9% and 10-year Brazilian bonds 7.8%

classes during the quarter, the property weighting in the fund has

(all in US$). These assets have suffered as investors have sought

fallen relative to other asset classes. The fund is now even further

sanctuary elsewhere, but in some cases they are priced in line with

underweight, reflecting significant macroeconomic uncertainty

the worst of the GFC conditions. We are cautiously looking to acquire

exacerbated by the pandemic. We are comfortable with this reduction,
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QUARTERLY COMMENTARY

MULTI-ASSET

as the risks around property company earnings have worsened given
the deterioration in the economic outlook. Some of the companies
that we own are now priced at extreme levels of cheapness, with
quality listed property companies offering forward dividend yields
in excess of 20% and prices at less than 50% of their book value.
Stock selection is critical in this sector, as is careful portfolio construction
and risk control. The fund is holding very selective property stocks
with strong balance sWheets like Growthpoint and NEPI Rockcastle.
We were already modestly overweight SA nominal bonds in our
portfolios at the beginning of the year, when longer-dated maturities
of 15-20 years were offering very attractive real yields of 4.5-5.0%.
This was well above our long-run fair value assumption of 2.5%, and
we were happy to own bonds at these levels. Now these bonds are
giving investors a real yield of nearly 8.0% on a medium-term view,
an extraordinary prospective return. A weak economy means inflation
is also not likely to be a significant risk factor for some time to come.
Consequently, we have been adding modestly to our active nominal
bond positions in the fund, particularly longer-dated tenors, out of
the proceeds from our offshore equity holdings.
For inflation-linked bonds, real yields are offering a very attractive
future return for investors of over 6.0% for long-dated tenors. However,
the fund has very little exposure to this asset class as we believe better
value exists in SA equity and nominal bonds, where the March sell-off
has left them with extraordinarily attractive potential returns over the
medium-term, and they are much more liquid.

DISCLAIMER

Prudential Portfolio Managers Unit Trusts Ltd (Registration
number: 1999/0524/06) is an approved CISCA management
company (#29). Assets are managed by Prudential Investment
Managers (South Africa) (Pty) Ltd, which is an approved discretionary
Financial Services Provider (#45199). The Trustee’s/Custodian details
are: Standard Bank of South Africa Limited - Trustee Services &
Investor Services. 20th Floor, Main Tower, Standard Bank Centre,
Heerengracht, Cape Town. Collective Investment Schemes (unit trusts)
are generally medium-to long-term investments. Past performance
is not necessarily a guide to future investment performance. Unit
trust prices are calculated on a net asset value basis. This means
the price is the total net market value of all assets of the unit
trust fund divided by the total number of units of the fund. Any
market movements – for example in share prices, bond prices,
money market prices or currency fluctuations - relevant to the
underlying assets of the fund may cause the value of the underlying
assets to go up or down. As a result, the price of your units may
go up or down. Unit trusts are traded at the ruling forward price
of the day, meaning that transactions are processed during the
day before you or the Manager know what the price at the end
of the day will be. The price and therefore the number of units
involved in the transaction are only known on the following day.
The unit trust fund may borrow up to 10% of the fund value, and
it may also lend any scrip (proof of ownership of an investment
instrument) that it holds to earn additional income. A Prudential
unit trust fund may consist of different fund classes that are subject
to different fees and charges. Where applicable, the Manager will
pay your financial adviser an agreed standard ongoing adviser fee,
which is included in the overall costs of the fund. A Collective
Investment Schemes (CIS) summary with all fees and maximum
initial and ongoing adviser fees is available on our website. One
can also obtain additional information on Prudential products on
the Prudential website. The Manager may, at its discretion, close
your chosen unit trust fund to new investors and to additional
investments by existing investors to make sure that it is managed
in accordance with its mandate. It may also stop your existing debit
order investment. The Manager makes no guarantees as to the
capital invested in the fund or the returns of the fund. Excessive
withdrawals from the fund may place the fund under liquidity
pressure and, in certain circumstances; a process of ring fencing
withdrawal instructions may be followed. The Fund may hold foreign
securities including foreign CIS funds. As a result, the fund may
face material risks. The volatility of the fund may be higher and
the liquidity of the underlying securities may be restricted due to
relative market sizes and market conditions. The fund’s ability to
settle securities and to repatriate investment income, capital or
the proceeds of sales of securities may be adversely affected for
multiple reasons including market conditions, macro-economic and
political circumstances. Further, the return on the security may be
affected (positively or negatively) by the difference in tax regimes
between the domestic and foreign tax jurisdictions. The availability
of market information and information on any underlying sub-funds
may be delayed. Fund prices are published daily on the Prudential
website. These are also available upon request. The performance is
calculated for the portfolio. Individual investor performance may
differ as a result of initial fees, the actual investment date, the
date of reinvestment and dividend withholding tax.Purchase and
repurchase requests must be received by the Manager by 13h30
SA time each business day. All online purchase and repurchase
transactions must be received by the Manager by 10h30 (for all
Funds) SA time each business day.
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PRUDENTIAL ENHANCED SA PROPERTY TRACKER FUND
R0
31 MARCH
2020

FUND OBJECTIVE:
To provide a total return equal to or better than
the benchmark (after fees) while providing
long-term capital growth.

ANNUALISED PERFORMANCE
1 year
3 years
QUARTERLY COMMENTARY
5 years
7 years
10 years
MARKET
OVERVIEW
Since
inception

INVESTOR PROFILE:
Individuals with a medium-to-high risk tolerance
PROPERTY
requiring medium-to long-term capital and
income growth through efficient and costeffective exposure
to the Listed Property sector
RISK/RETURN
PROFILE:
in South Africa. The recommended investment
horizon is 5 years or longer.

A CLASS
BENCHMARK
T CLASS
D CLASS
-48.2%
-47.9%
-48.2%
-48.1%
-24.0%
-23.0%
-24.0%
-23.9%
-13.7%
-13.5%
n/a
-13.6%
-5.2%
-5.1%
n/a
-5.1%
2.6%
2.8%
n/a
n/a
-21.4% for Q1 2020, led by Listed Property (SAPY Index) with a
6.5%
6.8%
-13.9%
2.0%
#
-48.2% return. Financials were the second-worst performers with
Inception date D Class: 1 July 2010, T Class: 1 April 2015
The
first quarter of 2020 was completely dominated by the rapid spread
-39.5%, followed by Resources with -25.3% and Industrials at -8.4%.
of the Coronavirus around the globe. Its negative impact made itself
felt in every corner of the globe, taking a heavy toll on human lives

Finally, the rand depreciated sharply against all three major currencies

and economic activity as global lockdowns were implemented. All

amid the coronavirus sell-off, falling 27.4% against the US dollar,
##
A like
CLASS
RETURNS
SINCE
INCEPTION
ASSET ALLOCATION
types
of assets,
including
many traditional
safe-havens
governmentDATE
19.5% against
the pound
sterling and 24.7% versus the euro.
53.9%
31 Jul 2007
Highest
annualised
return
SA Listed
Property
97.9%
bonds, were hit by wholesale selling, which was exacerbated by forced
-48.2%
31 Mar 2020
Lowest annualised return
SA Cash
2.1%
##
liquidation
of many
leveraged
12-month rolling
performance
figure investors needing urgent liquidity.
PERFORMANCE
Uncertainty pervaded investor sentiment as the extent and severity
For the first quarter of 2020 the fund returned -47.9% (net of fees),
RISK MEASURES
A CLASS BENCHMARK
of the virus and its impact on economic growth remained unknown.
18.9%
19.4% while its benchmark (the FTSE/JSE Listed Property Index) returned
Monthly volatility (annualised)
The
IMF warned
of a coming
global
recession worse-61.0%
than that of the
-60.5% -48.2%. For the 12 months ending 31 March 2020, the fund returned
Maximum
drawdown
over any
period
76.9%
75.6%
% ofGlobal
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12 months
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Financial
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Fitch projected
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Information ratio
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in
global
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for
2020.
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-1.2 the same period
ratio
-1.2
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Sharpe ratio
South African assets and the rand were hit harder by the global sellContributors to relative performance include overweight positions
off than most emerging markets. This was due to the already-fragile
in Nepi Rockcastle, Equites Property Fund and Capital and Counties.
TOP 10 HOLDINGS*
state
of the economy,
given Ltd
that it had entered into a recession in 23.9%
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2. 2019
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by the SA government’s
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PROPERTY FUND
INVESTMENT MANDATE:
The Fund invests in South African listed
property instruments and assets in liquid form.
No direct investment in physical property may
be made. The Fund is managed to a maximum
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PRUDENTIAL ENHANCED SA PROPERTY TRACKER FUND
31 shutdowns
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2020
after
are lifted.
perhaps in no worse a position. Unfortunately, the likely cost to jobs
EXPENSES (incl. VAT)
Total Expense Ratio (TER)
Meanwhile,
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March MPC meeting the SA Reserve Bank revised
Transaction at
Costs
Total
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its GDPInvestment
growth forecast
for SA
to -0.2% in 2020 from 1.4% previously,
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D CLASS
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and livelihoods
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Valuations in the property sector are exceptionally attractive in our

FACT
SHEET/MINIMUM
DOCUMENT
which
many believed
to be optimistic underDISCLOSURE
the current conditions.
view. Though balance sheets need repair and net rentals for the
*Estimated expenses
It also announced a much larger-than-expected 100-basis point
sector as a whole may well be flat for a number of years, the total
reduction in the repo rate to 5.25% in a bid to offer some economic
returns on offer by virtue of the cash flow generation of the sector
SINCE INCEPTION CUMULATIVE PERFORMANCE, DISTRIBUTIONS REINVESTED (A CLASS)
relief. Additionally, it undertook a bond repurchase programme to
are attractive versus the sector’s history and alternate asset classes.

PROPERTY

Where a transaction cost is not readily available, a reasonable best estimate has been used. Estimated transaction costs may include Bond, Money Market, and FX costs (where applicable).

The market has rewarded companies with strong balance sheets and
those whose business models do not suffer from social distancing
requirements. The major contributors to the decline in the index

settling at R500
around 12.3% after the SARB intervention. The BEASSA

over the quarter were companies with excessive debt levels and a

All Bond Index delivered -8.7% in Q1 2020, while SA inflation-linked
R400

substantial portion of their assets in retail.

bonds
returned -6.6%. Cash (as measured by the STeFI Composite)
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The local equity market experienced its worst quarter since September

are mindful of the risks in these companies and will remain disciplined

1998, and R100
March saw its weakest monthly performance since the start

in limiting portfolio exposure appropriately in context of the fund’s

of the GFC in 2008. Companies with global earnings did fare better
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return
equal
to orofbetter
than
instrument) that it holds to earn additional income. A Prudential
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fundwhile
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are subject
thetrust
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(after
fees)
providing
to different fees and charges. Where applicable, the Manager will
long-term
capital
pay
your financial
advisergrowth.
an agreed standard ongoing adviser fee,
which is included in the overall costs of the fund. A Collective
Investment Schemes (CIS) summary with all fees and maximum
initial
and ongoing
adviser fees is available on our website. One
INVESTOR
PROFILE:
can also obtain additional information on Prudential products on
Individuals
with a medium-to-high
risk
tolerance
the
Prudential website.
The Manager may, at its
discretion,
close
your chosen unit trust fund to new investors and to additional
requiring bymedium-to
capital
and
investments
existing investorslong-term
to make sure that
it is managed
in accordance with its mandate. It may also stop your existing
income growth through efficient and costdebit order investment. The Manager makes no guarantees as
to
the capital
invested into
thethe
fundListed
or the Property
returns of the
fund.
effective
exposure
sector
Excessive withdrawals from the fund may place the fund under
liquidity
pressure
and, The
in certain
circumstances; a investment
process of ring
in South
Africa.
recommended
fencing withdrawal instructions may be followed. Fund prices are
horizondaily
is 5onyears
or longer.
published
the Prudential
website. These are also available
upon request. The performance is calculated for the portfolio.
Individual investor performance may differ as a result of initial
fees,
the actual investment
date, the date of reinvestment and
INVESTMENT
MANDATE:
dividend withholding tax. Purchase and repurchase requests must
The
Fund
in13h30
South
listed
be
received
by theinvests
Manager by
SA timeAfrican
each business
day.
All online purchase and repurchase transactions must be received
property
instruments
and
assets
liquid
form.
by
the Manager
by 10h30 (for all
Funds)
SA timeineach
business
day.

No direct investment in physical property may
be made. The Fund is managed to a maximum
tracking error of 2%.
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7.9%
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Inception date B Class: 2 January 2007, T Class: 2 January 2015, F Class: 1 June 2016
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from any or all of growth in earnings, growth
in dividends and a re-rating of its share price;
however, there will be a bias towards companies
offering high but sustainable dividend yields.
INVESTOR PROFILE:
Investors with a higher risk tolerance looking
for out-performance of the average SA General
Equity Fund without taking on greater risk of
loss. The recommended investment horizon is
EQUITY
7 years or longer.
INVESTMENT MANDATE:
RISK/RETURN PROFILE:
The Fund invests in companies that meet the
portfolio managers’ value
criteria.
TheFUND
Fund will
DIVIDEND
MAXIMISER
have a bias towards investment in companies
offering high, sustainable dividend yields;
however, it is not restricted from investing in
companies offering earnings growth or possible
market re-rating. The intended maximum limits
are Equity 100%, Property 10%, Foreign 30%
LOW
MED
HIGH
and Africa 5%.

RETURN

ANNUALISED PERFORMANCE
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Since inception

RISK

FUND MANAGERS:
FUND MANAGERS:
Ross Biggs and Kaitlin Byrne
Ross Biggs and Kaitlin Byrne
ASISA CATEGORY:
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BENCHMARK:
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Morningstar/Standard &&Poor’s:
Morningstar/Standard
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& T Class Financial
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aggressive
measures,
these
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of units)

with already-lacklustre growth led to fears of worse recessions than
The fundT delivered
of -21.9%B (net
of fees) Ffor
the first
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VAT) of -3.9% GDP growth for the UK and -4.2%A CLASS
CLASS a return
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0.43%For the 120.50%
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months ending
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0.18%
0.18% its
Transaction Costs (TC)
2020, the0.18%
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-20.2% (net of
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In Japan, the economy was already weak with a much worse-than2.26%
1.86%
2.29%
1.88%
1.57%
Total Investment Charges (TIC)
benchmark by 1.2%.
expected contraction in GDP growth of -7.1% q/q annualised in Q4

PRUDENTIAL DIVIDEND MAXIMISER FUND
31 MARCH 2020

Where a transaction cost is not readily available, a reasonable best estimate has been used. Estimated transaction costs may include Bond, Money Market, and FX costs (where applicable).
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##

12-month rolling performance figure

SECTOR HOLDINGS
Financial Services
23.6%
Communication
ServicesMorningstar & Deutsche Securities
18.9%
Sources: Prudential,
Basic Materials
14.9%
Consumer Defensive
13.7%

EQUITY
RISK/RETURN PROFILE:
DIVIDEND MAXIMISER FUND

RETURN

to the impact of the new local consumption tax.
Over the quarter the fund’s offshore exposure was a significant
With interest rates already at -0.10%, the Bank of Japan left rates
contributor to outperformance, given the weakness of the rand.
on hold but announced a doubling in its purchases of bonds and
Within domestic stocks, overweight positions in British American
riskier exchange-traded funds to shore up the economy and markets.
FACT SHEET/MINIMUM DISCLOSURE DOCUMENT
Tobacco and Naspers contributed positively to relative performance,
However, investors were underwhelmed by the move. Late in March
while overweight positions in Sasol and Tsogo Sun detracted from
Prime
Minister Shinzo Abe unveiled an unprecedented Y60 trillion
Page 1 of 2
Fund
Sources: Prudential & Morningstar
relative performance.
(US$556 billion)Prudential
stimulus Dividend
package Maximiser
to help households
and small
SINCE INCEPTION CUMULATIVE PERFORMANCE, DISTRIBUTIONS REINVESTED (A CLASS)
businesses. In turn, the Chinese government announced a US$7bn
STRATEGY AND POSITIONING
support package for the economy, and the PBoC cut its base interest
R2250In Wuhan province, the epicentre of the outbreak, and
Naspers has been a substantial holding in the fund and we view it
rate by 20bps.
Prudential Dividend Maximiser Fund
as a high-quality company due to the strong cashflow that its main
R2000
other areas
of China, some businesses started to reopen as the worst
Benchmark
investment, Tencent, generates. The cashflows of both Tencent and
of the pandemic
passed,
hopefully
pointing
to
the
future
of
other
areas
R1750
Naspers have, however, been mainly diverted to new investments
R1617.40
of the globe as well. Analysts estimated Chinese economic growth for
R1500
in technology and internet-based companies. This has resulted in a
2020 would more than halve to around 2.5% from 5.6% previously.
potentially increased capital allocation risk in both Tencent and Naspers,
R1250
as it is difficult for investors and management to assess the potential
South African
R1000assets and the rand were hit harder by the global sellR916.69
for success in these relatively-higher risk investments. Shareholders
off than most emerging markets. This was due to the already-fragile
R750
of Tencent and Naspers therefore receive lower dividend flows as
state of the economy, given that it had entered into a recession in
R500GDP shrinking by 1.4% q/q annualised. Plus, the more
cashflows are diverted to these newer investments. However, we are
Q4 2019 with
enthusiastic about the recent share buybacks that the management
liquid nature
of the local financial markets made it an easy option for
R250
of Naspers has announced and we think that this return of capital
wholesale selling of emerging market risk by global investors amid
R0
the flight to safety.
to shareholders is sensible.
R100 Initial Investment

2019, due
largely
*Estimated
expenses

LOW

MED

HIGH

RISK

FUND OBJECTIVE:
To provide broad-based exposure to shares
that offer value and medium- to long-term
growth. The portfolio managers seek to invest
in companies where returns can be achieved
from any or all of growth in earnings, growth
in dividends and a re-rating of its share price;
however, there will be a bias towards companies
offering high but sustainable dividend yields.
INVESTOR PROFILE:
Investors with a higher risk tolerance looking
for out-performance of the average SA General
Equity Fund without taking on greater risk of
loss. The recommended investment horizon is
7 years or longer.
INVESTMENT MANDATE:
The Fund invests in companies that meet the

QUARTERLY COMMENTARY
The second largest detractor from relative performance for the quarter
was the fund’s holdings in Tsogo Sun. Tsogo Sun’s main investment is
in casinos in South Africa. As a result of the Coronavirus shutdown,
casinos have been hit hard, as revenues will decline to zero during the
shutdown and many of the costs of running a casino will continue
to be incurred. This is likely to result in Tsogo Sun having to take on
increased levels of debt over the next year, which will increase the
financial gearing of the company. While the company has incurred
debt over the last few years due to the expansion of the Sun Coast
casino, we think that the company still has adequate debt capacity
to withstand a prolonged period of shutdown. The completion of
the Suncoast casino and major capex projects should see substantially
reduced capital expenditures in the future, which should improve cash
flows and enable a steady pay down of the debt balance. We believe
that given the large drop in the company’s share price, future returns
from this company may be significant.
A large contributor to relative performance over the last quarter
was the fund’s underweight exposure to FirstRand. While we are
overweight the banking sector, we view FirstRand as being priced
too expensively. Although we think FirstRand is a very high-quality
bank with high returns on equity, we believe that there is much better
relative value in other banking shares including Standard Bank and
ABSA. The fund does, however, hold an indirect stake in FirstRand
through its holding in Remgro, which is a substantial shareholder in
Rand Merchant Holdings and FirstRand. Remgro trades at a discount
in excess of 30% of the value of its underlying assets, and intends to
unbundle its shareholding in RMH, which in turn owns FirstRand. This
will result in shareholders in Remgro effectively receiving FirstRand
shares at a substantial discount.
The Coronavirus shutdown has resulted in significant concern around
the potential for bad debts in the banking sector, and this has resulted
in large share price falls. The substantial rise in bond yields in South
Africa over the last month has also impacted on the valuations of the
banks. Banks, property and clothing retailers are typically the most
interest-rate sensitive sectors in the South African economy. The fund
has been overweight in the banking sector, while underweight the
property and clothing retail sectors. Our main preference for the
banking sector has been due to the good valuations and the very
strong capital positions of the banks. Most certainly, the major South
African banks have gone into this crisis with very strong provisioning
and capital positions and we think that these buffers place them in a
good position to absorb significant potential losses which may arise
from the impact of the Coronavirus. It seems sensible to us that all
banks should not pay dividends for 2020 in order to ensure an even
stronger capital position in advance of the high levels of bad debts that
are likely to arise. As we write, the price-to-book valuations of the SA
banks are at exceptionally low levels and in our view are pricing in a
very negative outcome from the Coronavirus. On balance we think
that this may be a very good point to be buying banks.

EQUITY
We acknowledge that while it is very difficult to forecast the future
and we do not make any attempt to do this, we do spend a lot of
time thinking about the economic cycles that various sectors are in,
and where valuations are. In this way, we aim to try make money for
our clients through these cycles and continue to try buy companies
that have proven dividend and cashflow track records and which can
withstand the normal upheavals that occur in markets over time. We
aim to continue building risk-cognisant portfolios that seek to add
value through stock selection relative to the benchmark.
We remain optimistic regarding SA equity market returns over the
medium term due to the prevailing excessive levels of pessimism
reflected in share prices and valuations. Going into the Coronavirus
pandemic, the South African market was already undervalued, in our
view, and has now fallen to levels which we think are exceptionally
attractive. In fact, if we look at the price-to-book multiple of the
South African market over the last 40 years, the market has never
traded more cheaply, having fallen to close to 1X. South African
assets and the rand have been hit harder by the global sell-off than
most of the emerging market economies. This is likely due to the
already difficult economic environment in South Africa and the more
liquid South African currency, equity and bond markets relative to
other emerging markets. The rapid sell-off of the South African
bond market, where we have seen the benchmark 10-year bond
trade at an almost 12% yield, is likely to present some headwind to
the equity market, given how the cost of capital has risen. We have
not seen these levels of bond yields since 2002. We think, however,
that these bond yields are exceptionally attractive, especially given
that inflation is unlikely to be a significant risk factor over the medium
term given the weak economy.
On market valuations, we currently view the market in South Africa
along with many other emerging markets as being very undervalued.
While the Coronavirus is likely to mean lower dividends over the next
year or two for the South African market, we think that earnings and
dividends should show a return to growth over the medium term.
This growth in dividends is based mainly on a return to more normal
profit margins amongst the mining companies and related industries.
The focus of the fund continues to be on finding companies that
are undervalued and which are paying good dividend yields with
the potential to pay growing dividends over the long run. We are
confident that we have built a portfolio of attractively priced stocks
that in aggregate is cheaper than owning the index, yet still capable of
delivering attractive underlying growth independent of the economic
cycle in which we find ourselves.

One of the largest stock contributors to performance for the quarter
was the fund’s overweight position in Textainer, one of the largest
container lessors in the world. It has held conservative levels of debt
for a leasing company and steadily grown the scale of the business
over many years. A few years ago, as a result of the bankruptcy of
one of their shipping clients, Textainer was forced to slow the growth
of the business while trying to speedily recover from this setback. The
share price fell dramatically as a result, and we used this opportunity
to acquire shares in this high-quality business at what we considered
to be a very undervalued price. We think that the business is now
well placed, even in this difficult environment, to continue to grow
shareholder value. The share price represents a very significant discount
to the net asset value of the business. We think that the recent share
buybacks that the company has been doing will significantly enhance
shareholder returns in the future.
We continue to think that offshore equity markets look attractive,
certainly relative to bond markets and when compared to South Africa.
The fund is approximately 30% invested offshore, mainly through the
Prudential Global Equity Fund and the M&G Global Dividend Fund.
Both these funds were the top contributors to outperformance for
this quarter as the rand weakened by almost 25% and offshore
markets substantially outperformed the South African market. The
outperformance of the offshore markets relative to South Africa, and
the weaker rand, means that South Africa has become relatively more
attractive than before.
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DISCLAIMER
Prudential Portfolio Managers Unit Trusts Ltd (Registration
number: 1999/0524/06) is an approved CISCA management
company (#29). Assets are managed by Prudential Investment
Managers (South Africa) (Pty) Ltd, which is an approved discretionary
Financial Services Provider (#45199). The Trustee’s/Custodian details
are: Standard Bank of South Africa Limited - Trustee Services &
Investor Services. 20th Floor, Main Tower, Standard Bank Centre,
Heerengracht, Cape Town. Collective Investment Schemes (unit
trusts) are generally medium-to long-term investments. Collective
Investment Schemes (unit trusts) are generally medium-to longterm investments. Past performance is not necessarily a guide to
future investment performance. Unit trust prices are calculated
on a net asset value basis. This means the price is the total net
market value of all assets of the unit trust fund divided by the
total number of units of the fund. Any market movements – for
example in share prices, bond prices, money market prices or
currency fluctuations - relevant to the underlying assets of the
fund may cause the value of the underlying assets to go up or
down. As a result, the price of your units may go up or down. Unit
trusts are traded at the ruling forward price of the day, meaning
that transactions are processed during the day before you or the
Manager know what the price at the end of the day will be. The
price and therefore the number of units involved in the transaction
are only known on the following day. The unit trust fund may
borrow up to 10% of the fund value, and it may also lend any scrip
(proof of ownership of an investment instrument) that it holds to
earn additional income. A Prudential unit trust fund may consist of
different fund classes that are subject to different fees and charges.
Where applicable, the Manager will pay your financial adviser an
agreed standard ongoing adviser fee, which is included in the
overall costs of the fund. A Collective Investment Schemes (CIS)
summary with all fees and maximum initial and ongoing adviser
fees is available on our website. One can also obtain additional
information on Prudential products on the Prudential website.
The Fund charges a performance fee which is based on 20% of
the Fund’s outperformance of its benchmark, measured over a
rolling 36-month basis. The performance fee will be capped at
1.25% for any rolling 12-month period. The Manager may, at its
discretion, close your chosen unit trust fund to new investors and
to additional investments by existing investors to make sure that it
is managed in accordance with its mandate. It may also stop your
existing debit order investment. The Manager makes no guarantees
as to the capital invested in the fund or the returns of the fund.
Excessive withdrawals from the fund may place the fund under
liquidity pressure and, in certain circumstances; a process of ring
fencing withdrawal instructions may be followed. The Fund may
hold foreign securities including foreign CIS funds. As a result, the
fund may face material risks. The volatility of the fund may be higher
and the liquidity of the underlying securities may be restricted due
to relative market sizes and market conditions. The fund’s ability
to settle securities and to repatriate investment income, capital or
the proceeds of sales of securities may be adversely affected for
multiple reasons including market conditions, macro-economic and
political circumstances. Further, the return on the security may be
affected (positively or negatively) by the difference in tax regimes
between the domestic and foreign tax jurisdictions. The availability
of market information and information on any underlying sub-funds
may be delayed. Fund prices are published daily on the Prudential
website. These are also available upon request. The performance is
calculated for the portfolio. Individual investor performance may
differ as a result of initial fees, the actual investment date, the
date of reinvestment and dividend withholding tax. Purchase and
repurchase requests must be received by the Manager by 13h30
SA time each business day. All online purchase and repurchase
transactions must be received by the Manager by 10h30 (for all
Funds) SA time each business day.

#

BENCHMARK
-21.4%
-5.9%
-3.3%
1.8%
5.2%
11.6%

B CLASS
-23.6%
-4.4%
-1.4%
4.4%
7.8%
8.1%

20
20

20

20

20

20

A CLASS
-23.9%
-4.8%
-1.8%
4.0%
7.3%
14.3%

F CLASS
-23.3%
-4.0%
n/a
n/a
n/a
-1.4%

Inception date B Class: 2 January 2007, F Class: 1 June 2016

QUARTERLY COMMENTARY
A CLASS
DATE
SECTOR HOLDINGS
liquid nature of the local financial markets made it an easy option
67.8%
30 Apr 2006
Financial Services
23.7%
for wholesale
selling of emerging
-24.4%
31
Oct
2008
Lowest
annualised
return
Communication
Servicesmarket risk by global investors
23.4%
The first quarter of 2020 was completely dominated by the rapid
##
amid the flight
to safety.
12-month rolling performance figure
Consumer
Defensive
13.1%
spread of the Coronavirus around the globe. Its negative impact
Basic Materials
12.2%
made
itself
felt
in
every
corner
of
the
globe,
taking
a
heavy
toll
RISK MEASURES
A CLASS BENCHMARK
Consumer
Cyclical
6.5%
On top of this,
government
bond and rand sales were exacerbated
by
on
human
lives and
economic activity as global 14.6%
lockdowns were
14.7%
Monthly
volatility
(annualised)
Technology
6.5%
Moody’s downgrade of the sovereign credit rating to non-investment
-35.7%
Maximum drawdown
any period
implemented.
All typesover
of assets,
including many-27.9%
traditional safeIndustrials
6.0%
on 27 March (a move that was widely expected), as4.6%
well
83.9%
83.1% grade statusEnergy
% of positive
rolling 12 bonds,
monthswere hit by wholesale
havens
like government
selling, which
government’s
announcement of some fiscal tax2.1%
and
0.3
n/a as by the SA
Information ratio
Health
Care
was exacerbated by forced liquidation of many leveraged investors
-0.9
-1.0 spending measures
Sortino ratio
Real Estate
1.5%
to help individuals and small businesses weather
needing
urgent
liquidity.
Uncertainty
pervaded
investor
sentiment
-0.9
-1.0 the local shutdown,
Sharpe ratio
Utilities which are expected to push the government
0.4%
as the extent and severity of the virus and its impact on economic
budget deficit further into the red. This extra spending rendered
growth remained unknown. The IMF warned of a coming global
February’s National
Budget plans to reduce the deficit essentially
TOP 10 HOLDINGS*
ASSET ALLOCATION
recession worse than that of the 2008 Global Financial Crisis (GFC),
1. Prudential Global Equity Fund
18.6%
SA Equity
75.2%
redundant. The
extent of the bond sales attributable to the downgrade
while
ratingsLtd
agency Fitch projected a 1.9% contraction in global 11.1%
2. Naspers
20.0%
was unclear,Foreign
makingEquity
it difficult to gauge the amount of selling
that
growth
for American
2020. South
Africa
3. British
Tobacco
Plc fared worse than most countries
8.1%
Africa Equity
2.6%
will come later once South Africa exits the World Government Bond
4. to
Anglo
American Plc
5.3%
SA Listed Property
1.2%
due
its already-precarious
government finances and recessionary
Index of investment-grade
bonds. The latter was postponed1.0%
until
5. Standard
Bank Group Ltd
5.0%
SA Cash
economic
environment,
which were exacerbated by Moody’s
6. Prosus NV
3.7%
Foreign
0.1%
after shutdowns
areCash
lifted.
downgrade of its sovereign credit rating to below investment-grade
7. MTN Group Ltd
3.1%
status
in late
March.
8. Absa
Group
Ltd
3.0%
Meanwhile, at its 19 March MPC meeting the SA Reserve Bank
9. Exxaro Resources Ltd
2.8%
revised its GDP growth forecast for SA to -0.2% in 2020 from
10.the
MultiChoice
Group Ltd
2.6%
In
US, to counteract
the effect of spreading lockdowns across
1.4% previously, which many believed to be optimistic under the
*As atcountry,
31 March 2020
quarterly)
the
the (updated
US Federal
Reserve undertook an emergency
current conditions. It also announced a much larger-than-expected
100bp
interest rate
cut and US$700bn in bond buybacks, while the
INVESTMENT
OPTIONS
A CLASS
I CLASS
B CLASS
F CLASS
100-basisR10
point
reductionR10
in the
5.25% in R50
a bidmillion
to offer
000
000repo rate
R20tomillion
government
announced
record fiscal stimulus measures to counter
Minimum lump
sum investment
some
economic
relief.
Additionally,
it
undertook
a
bond
repurchase
R500 pm
R500 pm
n/a
n/a
Minimum
monthly
debit
the
anticipated
surge
in order
unemployment and stress on corporate
programme to support the government bond market for the first time.
and
individual
earnings.
Markets did not react positively to the
INITIAL
FEES (excl.
VAT)
A CLASS
I CLASS
B CLASS
F CLASS
Fed’s
move, with volatility remaining high. Analysts are expecting
0.00%
0.00%
0.00%
0.00%
Prudential
The local equity market experienced its worst quarter since September
3.00% (max) 3.00% (max)
0.00%
0.00%
Financial
adviserto
(if contract
applicable) by around 3.3% for the year, although
US
GDP growth
1998, and March saw its weakest monthly performance since the start
estimates vary widely.
ANNUAL MANAGEMENT FEES (excl. VAT)
A CLASS
I CLASSwith global
B CLASS
F fare
CLASS
of the GFC
in 2008. Companies
earnings did
better
1.25%
1.00%
Prudential (minimum base fee)**
than local1.00%
“SA Inc” shares.
The FTSE/JSE0.65%
All Share Index
returned
In
the
UK
and
Europe,
central
banks
and
governments
followed
the
20.00%
20.00%
20.00%
n/a
Prudential (performance fee sharing rate)
-21.4% for
Q1 2020, led2.50%
by Listed Property
US’s
lead, although
withfee)
interest rates already at record low levels,
2.25%
1.90%(SAPY Index)
n/awith a
Prudential
(maximum total
-48.2%
return.
Financials
were
the
second-worst
performers
with
0.00%
0.50%
0.00%
0.00%
Financial
adviser
service
fee
(if
applicable)
***
they were unable to cut interest rates as much. The BoE lowered
** The Fund can invest portions of its assets into underlying foreign investments (incl. investments
into Africa).
This would
be achieved
by investing
intoIndustrials
the sub-funds
the
-39.5%,
followed
by mainly
Resources
with -25.3%
and
atof-8.4%.
its base interest rate from 0.75% to 0.25%, and then again to a
RETURNS SINCE INCEPTION##

MARKET
OVERVIEW
Highest annualised
return

INVESTOR PROFILE:
Investors with a higher risk tolerance who are
looking for out-performance of the average
South African General Equity Fund without
EQUITY
taking on greater risk of loss. The recommended
investment horizon is 7 years or longer.
RISK/RETURN
PROFILE:
INVESTMENT MANDATE:
The Fund invests in companies EQUITY
that meet
FUND the
portfolio managers’ value criteria. The Fund
seeks out value by attempting to capture all
components of return over time, including high
dividend yield, earnings growth and possible
market re-rating. The intended maximum limits
are Equity 100%, Listed Property 10%, Foreign
LOW
MED
HIGH
30% and Africa (excl. SA) 5%.

RETURN

PRUDENTIAL EQUITY FUND
31 MARCH 2020
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ANNUALISED PERFORMANCE
1 year
3 years
5 years
7 years
10 years
Since inception

The portfolio managers seek to invest in those
companies where returns can be achieved from
any or all of (a) growth in earnings, (b) growth
in dividends and (c) a re-rating by the market of
the company’s share price.

RISK

FUND MANAGERS:
FUND MANAGERS:
Chris Wood, Aadil Omar and Yusuf Mowlana
Chris Wood, Aadil Omar and Yusuf Mowlana
ASISA CATEGORY:
ASISA CATEGORY:
South African - Equity - General
South African - Equity - General
BENCHMARK:
BENCHMARK:
ASISA South
South African
African--Equity
Equity--General
GeneralCategory
ASISA
Category Mean
Mean
INCEPTION DATE:
2 August
August 1999
1999
FUND SIZE:
R2 492
994 767
996 311
764
AWARDS:
AWARDS:
Raging Bull:
Bull: 2006,
2006,2007,
2007,2008
2008
Morningstar/Standard &&Poor’s:
Morningstar/Standard
Poor’s:2007,
2007,2008
2008

Prudential Global Funds ICAV and the Prudential Africa Equity Fund. These funds will charge an additional asset management fee which is included in the Fund's NAV and the Fund's
TER. A 0.25% p.a.
fee discount
be effected
on the
base annual management
fee of the A and B classes, should net performance fall below the benchmark over a rolling five-year
record-low
0.1%
a weekwill
later.
The ECB
established
a new 750bnperiod. The Manager receives a marketing and distribution fee in respect of the Prudential GlobalFinally,
Funds. the rand depreciated sharply against all three major currencies
euro
emergency
facility
tomanagement
stabilise Eurozone
While
both
*** Included
in Prudential’s
annual
fee above (Abonds.
Class Financial
Adviser
Fees: Initial and Ongoing Adviser Fees are negotiated between the Investor and Financial Adviser.
Should announced
you agree to anaggressive
ongoing Adviser
Fee,measures,
this will be paid
via weaker
the regularmonetary
repurchase of units)amid the coronavirus sell-off, falling 27.4% against the US dollar,
areas
fiscal
these

19.5% against the pound sterling and 24.7% versus the euro.
measures combined with already-lacklustre growth led to fears of
EXPENSES (incl. VAT)
A CLASS
I CLASS*
B CLASS
F CLASS
worse
recessions
than
the US, with forecasts of -3.9% GDP growth
2.17%
2.20%
1.73%
1.31%
Total Expense
Ratio
(TER)
PERFORMANCE
for
the UK and
GDP
growth
0.56%
0.56%
0.58%
0.00%
Performance
fee-4.2%
(Included
in TER
above) for the EU (by Fitch).
The fund 0.19%
delivered a return
of -21.9%0.19%
(net of fees) for
the first
0.19%
0.19%
Transaction Costs (TC)
2.39% its benchmark
1.92% by 1.1%.
1.50%
Total
Investment
Charges
quarter of2.36%
2020, outperforming
For the
In
Japan,
the economy
was(TIC)
already weak with a much worse-thanWhere a transaction cost is not readily available, a reasonable best estimate has been used. Estimated transaction costs may include Bond, Money Market, and FX costs (where applicable).
12 months ending 31 March 2020, the fund returned -23.9% (net
expected contraction in GDP growth of -7.1% q/q annualised in
*Estimated expenses
of fees), while the benchmark returned -21.4%.
Q4 2019, due largely to the impact of the new local consumption
tax. With interest rates already at -0.10%, the Bank of Japan left
Over the quarter the fund’s offshore exposure was a significant
ratesFACT
on hold SHEET/MINIMUM
but announced a doubling in DISCLOSURE
its purchases of bonds
DOCUMENT

PRUDENTIAL EQUITY FUND
31 MARCH 2020

ANNUALISED PERFORMANCE
1 year
3 years
5 years
7 years
10 years
Since inception

to effectively curtail the spread of the Coronavirus, or whether the
current ‘hard’ lockdown is converted to a ‘soft’ one in the coming
months. Therefore, the question of ‘when’ the lockdown ends is

A CLASS
-23.9%
-4.8%
-1.8%
4.0%
7.3%
14.3%

BENCHMARK
-21.4%
-5.9%
-3.3%
1.8%
5.2%
11.6%

B CLASS
-23.6%
-4.4%
-1.4%
4.4%
7.8%
8.1%

2019
2020

2017

2015

2013

perhaps less important a question than the lockdown’s potential
2011

2009

2007

2005

2003

2001

1999

R500assets and the rand were hit harder by the global sellSouth African
off than most
R250emerging markets. This was due to the already-fragile
state of the economy, given that it had entered into a recession in
R0
Q4 2019 with GDP shrinking by 1.4% q/q annualised. Plus, the more

F CLASS
-23.3%
-4.0%
n/a
n/a
n/a
-1.4%

Inception
Inceptiondates:
date B Class: 2 January 2007, F Class: 1 June 2016

#

A CLASS
DATE
RETURNS
INCEPTION##
Page 16
21 Prudential
1 ofof2SINCE
Prudential
Combined
Quarterly
Commentary Q1 2020
Equity
Fund Q1
2020 commentary
67.8%
30 Apr 2006
Highest annualised return
-24.4%
31 Oct 2008
Lowest annualised return

SECTOR HOLDINGS
Sources: Prudential, Morningstar & Deutsche Securities
Financial Services
23.7%
Communication Services
23.4%

EQUITY
RISK/RETURN PROFILE:
EQUITY FUND

RETURN

R100 Initial Investment

and riskier exchange-traded funds to shore up the economy and
contributor to outperformance, given the weakness of the rand.
markets. However, investors were underwhelmed by the move. Late
Within domestic stocks, overweight positions in British American
Page 1 of 2
Equity Fund
Sources: to
Prudential
Morningstar
in
March
PrimePrudential
Minister
Shinzo
Abe
unveiled an unprecedented
SINCE
INCEPTION
CUMULATIVE
PERFORMANCE,
DISTRIBUTIONS REINVESTED
CLASS)contributed positively
Tobacco and(ANaspers
relative &performance,
Y60 trillion (US$556 billion) stimulus package to help households
while overweight positions in Sasol, Absa and Standard Bank detracted
and smallR2250
businesses. In turn, the Chinese government announced
from relative performance.
Prudential
Fund
a US$7bnR2000
support package
forEquity
the economy,
and the PBoC cut its
Benchmark
base interest rate by 20bps. In Wuhan province, the epicentre of
STRATEGY AND POSITIONING
R1750
the outbreak, and other areas of China, some businesses started to
The current disruption to markets is perhaps distinguishedR1564.90
from other
reopen asR1500
the worst of the pandemic passed, hopefully pointing to
crises in that it is both a financial crisis as well as a widespread crisis
the future
of other areas of the globe as well. Analysts estimated
R1250
in the real economy. The effects of the lockdowns globally have
Chinese R1000
economic growth for 2020 would more than halve to
halted the normal operations of the global economy. WeR916.69
are unsure
around 2.5% from 5.6% previously.
R750
as to the optimal length of time required in order for a lockdown

LOW

MED

HIGH

RISK

FUND OBJECTIVE:
To provide broad-based exposure to shares that
offer value and medium- to long-term growth.
The portfolio managers seek to invest in those
companies where returns can be achieved from
any or all of (a) growth in earnings, (b) growth
in dividends and (c) a re-rating by the market of
the company’s share price.
INVESTOR PROFILE:
Investors with a higher risk tolerance who are
looking for out-performance of the average
South African General Equity Fund without
taking on greater risk of loss. The recommended
investment horizon is 7 years or longer.
INVESTMENT MANDATE:
The Fund invests in companies that meet the

QUARTERLY COMMENTARY

EQUITY

effect on the intrinsic value of the companies under coverage. Some
businesses will emerge weaker than before and others come out
perhaps in no worse a position. Unfortunately, the likely cost to
jobs and livelihoods will be high.
The market has rewarded companies with strong balance sheets,
globally diversified income streams and business models which are
resilient to the current, hopefully temporary, conditions. Conversely,
there are potentially exceptional opportunities in companies whose
operations have been disrupted by the current lockdowns. We are
mindful of the risks in these companies and will remain disciplined
in limiting portfolio exposure appropriately.
During the quarter the fund purchased Remgro, FirstRand and
Growthpoint and sold some if its holdings in British American
Tobacco, Prosus and Pick ‘n Pay.
The fund has retained its large absolute weight in globally diversified,
multinational companies such as Naspers, BAT and Anglo American.
These companies provide exposure to economies other than South
Africa and trade at undemanding valuations. The fund has also retained
its overweight position in South African banks. Our research suggests
that the banks are well-capitalised and well-provisioned going into
this period. Further, banks have not grown advances as strongly in
this period as they had leading up to 2008, which may mean the
lockdown could result in a benign bad debt experience for them.
We are seeing exceptional opportunities in companies and are
optimistic at the potential for high absolute returns given current
valuations.

DISCLAIMER
Prudential Portfolio Managers Unit Trusts Ltd (Registration
number: 1999/0524/06) is an approved CISCA management
company (#29). Assets are managed by Prudential Investment
Managers (South Africa) (Pty) Ltd, which is an approved discretionary
Financial Services Provider (#45199). The Trustee’s/Custodian details
are: Standard Bank of South Africa Limited - Trustee Services &
Investor Services. 20th Floor, Main Tower, Standard Bank Centre,
Heerengracht, Cape Town. Collective Investment Schemes (unit
trusts) are generally medium-to long-term investments. Collective
Investment Schemes (unit trusts) are generally medium-to longterm investments. Past performance is not necessarily a guide to
future investment performance. Unit trust prices are calculated
on a net asset value basis. This means the price is the total net
market value of all assets of the unit trust fund divided by the
total number of units of the fund. Any market movements – for
example in share prices, bond prices, money market prices or
currency fluctuations - relevant to the underlying assets of the
fund may cause the value of the underlying assets to go up or
down. As a result, the price of your units may go up or down. Unit
trusts are traded at the ruling forward price of the day, meaning
that transactions are processed during the day before you or the
Manager know what the price at the end of the day will be. The
price and therefore the number of units involved in the transaction
are only known on the following day. The unit trust fund may
borrow up to 10% of the fund value, and it may also lend any scrip
(proof of ownership of an investment instrument) that it holds to
earn additional income. A Prudential unit trust fund may consist of
different fund classes that are subject to different fees and charges.
Where applicable, the Manager will pay your financial adviser an
agreed standard ongoing adviser fee, which is included in the
overall costs of the fund. A Collective Investment Schemes (CIS)
summary with all fees and maximum initial and ongoing adviser
fees is available on our website. One can also obtain additional
information on Prudential products on the Prudential website.
The Fund charges a performance fee which is based on 20% of
the Fund’s outperformance of its benchmark, measured over a
rolling 36-month basis. The performance fee will be capped at
1.25% for any rolling 12-month period. The Manager may, at its
discretion, close your chosen unit trust fund to new investors and
to additional investments by existing investors to make sure that it
is managed in accordance with its mandate. It may also stop your
existing debit order investment. The Manager makes no guarantees
as to the capital invested in the fund or the returns of the fund.
Excessive withdrawals from the fund may place the fund under
liquidity pressure and, in certain circumstances; a process of ring
fencing withdrawal instructions may be followed. The Fund may
hold foreign securities including foreign CIS funds. As a result, the
fund may face material risks. The volatility of the fund may be higher
and the liquidity of the underlying securities may be restricted due
to relative market sizes and market conditions. The fund’s ability
to settle securities and to repatriate investment income, capital or
the proceeds of sales of securities may be adversely affected for
multiple reasons including market conditions, macro-economic and
political circumstances. Further, the return on the security may be
affected (positively or negatively) by the difference in tax regimes
between the domestic and foreign tax jurisdictions. The availability
of market information and information on any underlying sub-funds
may be delayed. Fund prices are published daily on the Prudential
website. These are also available upon request. The performance is
calculated for the portfolio. Individual investor performance may
differ as a result of initial fees, the actual investment date, the
date of reinvestment and dividend withholding tax. Purchase and
repurchase requests must be received by the Manager by 13h30
SA time each business day. All online purchase and repurchase
transactions must be received by the Manager by 10h30 (for all
Funds) SA time each business day.
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13.9%
10.9%
11.6%
12.1%
9.6%

PRUDENTIAL GLOBAL BOND FEEDER FUND
31 MARCH 2020
A CLASS
RETURNS SINCE INCEPTION##
Highest
annualised returnCOMMENTARY 49.1%
QUARTERLY
-17.4%
Lowest annualised return

n/a
n/a
n/a
n/a
20.1%

DATE
31 Dec 2001
31 Aug 2003

ASSET ALLOCATION
Foreign Bonds
78.9%
Foreign Cash
18.4%
##
12-month rolling performance figure
SA Bonds (ex. Inflation-linked Bonds)
2.2%
Finally, the rand depreciated sharply against all three major currencies
MARKET OVERVIEW
SA Cash
0.5%
amid the coronavirus sell-off, falling 27.4% against the US dollar,
RISK
MEASURES
BENCHMARK
The
first
quarter of 2020 was completely dominated A
byCLASS
the rapid spread
14.8%
16.2% 19.5% against the pound sterling and 24.7% versus the euro.
Monthly volatility (annualised)
of
the Coronavirus
around
made itself
-25.2%
-30.2%
Maximum
drawdown
overthe
anyglobe.
periodIts negative impact
felt
in positive
every corner
of12
themonths
globe, taking a heavy toll72.1%
on human lives
70.3% PERFORMANCE
% of
rolling
-0.8
Information
ratio
and
economic
activity as global lockdowns were implemented.
All n/a
0.3
0.6 Given the weak performance of the rand relative to the US dollar
Sortino ratio
types of assets, including many traditional safe-havens like government
0.2
0.4 over the period, the fund returned 17.9% (net of fees) in rand for
Sharpe ratio
bonds, were hit by wholesale selling, which was exacerbated by forced
the first quarter of 2020, the benchmark returned 27.0%. For the
liquidation of many leveraged investors needing urgent liquidity.
12 months ending 31 March 2020, the fund returned 20.6% (net
TOP HOLDINGS OF THE UNDERLYING FUND*
Uncertainty pervaded investor sentiment as the extent and severity
1. Eastspring Investments US Inv Grade Bond Fund
18.2%
of fees) while benchmark produced 28.6%.
of
virus and
impact
onInt
economic
growth
remained unknown. 12.3%
2. the
iShares
EURits
Corp
Bond
Rate Hedged
ETF
3. IMF
M&G
Emerging
Hard Currency
9.7%
The
warned
of a Markets
coming global
recessionBond
worseFund
than that of the
The main contributors to absolute performance over the quarter
4. Japan
Two
Yearwhile
Bondratings
0.1% agency
010221Fitch projected
9.3%
2008
GlobalGovernment
Financial Crisis
(GFC),
were the fund’s holdings in Japanese and Mexican government
5. iShares USD Floating Rate Bond ETF
8.7%
a*As1.9%
contraction
in global
growth for 2020.
at 31 March
2020 (updated
quarterly)
bonds. Detracting from absolute performance were the fund’s broad
In the US, to counteract the effect of spreading lockdowns across
the country, the US Federal Reserve undertook an emergency

exposure to mainstream and emerging-market government bonds
and investment-grade corporate credit.

100bp interest rate cut and US$700bn in bond buybacks, while the

STRATEGY AND POSITIONING

government announced record fiscal stimulus measures to counter
INVESTMENT OPTIONS
the
anticipated
in unemployment and stress on corporate and
Minimum
lumpsurge
sum investment
individual
did not react positively to the Fed’s move,
Minimumearnings.
monthly Markets
debit order

Fund positioning continues to reflect our
preference Bfor
selected
A CLASS
CLASS
areas of credit and emerging-market government
local
R10 000 bonds
R20both
million
R500 pm
(e.g. South African bonds) and hard currency.
We sold ourn/a
Mexican

with volatility remaining high. Analysts are expecting US GDP growth to
INITIAL FEES (excl. VAT)
contract
by around 3.3% for the year, although estimates vary widely.
Prudential

bonds earlier in the quarter as the yieldA had
declined B
significantly.
CLASS
CLASS
0.00%
We have subsequently repurchased them.
We have also0.00%
added high
(max)
yield corporate bonds to the portfolio3.00%
both via
ETFs and 0.00%
through the

Financial adviser (if applicable)
In the UK and Europe, central banks and governments followed the
underlying funds, which have also purchased some high-yield bond
(excl.
VAT) at record low levels, they
A CLASS
B CLASS
ANNUAL
MANAGEMENT
FEES
US’s
lead, although
with interest
rates
already
exposure. We see exceptional opportunities0.50%
ahead in the credit
markets
0.20%
Prudential**
were unable to cut interest rates as much. The BoE lowered its base
generally across investment grade, high-yield
and emerging-market
0.00%
0.00%
Financial adviser service fee*** (if applicable)
interest
rateunderlying
from 0.75%
0.25%,
and thenonagain
to and
a record-low
**
Additional
foreign to
fund
fees are dependent
the fund
are included in the TER
hard currency and local debt. Mainstream developed government
*** Included in Prudential’s annual management fee above (A Class Financial Adviser Fees: Initial and Ongoing Adviser Fees are negotiated between the Investor and Financial Adviser.
0.1%
a week later. The ECB established a new 750bn-euro emergency
Should you agree to an ongoing Adviser Fee, this will be paid via the regular repurchase of units)bonds, especially Japanese and Euro issues, may have reached the

end of their
journey to ever-lower real yields as they have been unable
PRUDENTIAL GLOBAL BOND FEEDER
FUND
A CLASS
B CLASS
to sustain the lows in yields.
1.30%
0.95%
31 MARCH 2020
0.06%
0.05%
facility to stabilise Eurozone bonds. While both areas announced
EXPENSES
(incl. VAT)
aggressive
fiscal
measures, these weaker monetary measures combined
Total Expense Ratio (TER)
with
already-lacklustre
Transaction Costs (TC) growth led to fears of worse recessions than
the
US,
with forecasts
of -3.9%
Total
Investment
Charges
(TIC) GDP growth for the UK and -4.2%

1.00%
We remain highly active within the global1.36%
bond asset class,
seeking

Where
a transaction
available, a reasonable best estimate has been used. Estimated transaction costs may include Bond, Money Market, and FX costs (where applicable).
GDP growth
forcost
theis not
EUreadily
(by Fitch).

positive bets on emerging-market government bonds, investment
grade, corporate and high-yield bonds because of the better real

In Japan,
the economy
was already weak with
a much worse-thanFACT
SHEET/MINIMUM
DISCLOSURE
DOCUMENT
yields they can offer compared to developed government bonds,
expected contraction in GDP growth of -7.1% q/q annualised in Q4
where we tend to be underweight versus the benchmark. We believe
2019, due largely to the impact of the new local consumption tax.
that the fundamental value of the non-safe haven assets will reassert
SINCE
INCEPTION
CUMULATIVE
PERFORMANCE,
DISTRIBUTIONS
REINVESTED
(A CLASS)
With
interest
rates already
at -0.10%,
the Bank of Japan
left rates on
itself when normal
economic conditions start to resume. The liquidity
hold but announced a doubling in its purchases of bonds and riskier

R100 Initial Investment

R550 funds to shore up the economy and markets. However,
exchange-traded
Prudential Global Bond Feeder Fund
R500 underwhelmed by the move. Late in March Prime
investors were
ASISA Category Mean
Minister
Shinzo
Abe
unveiled an unprecedented Y60 trillion (US$556
Page 1 ofR450
2
Prudential Global Bond Feeder Fund

pressures that were evident in US investment-grade bonds have

R541.02
subsided as the Federal Reserve has started to purchase bonds
other
than Treasuries and guaranteed mortgage-backed securities to relieve

R472.76

the liquidity pressure.

Sources: Prudential & Morningstar

billion) stimulus package to help households and small businesses.
R400

R350
In turn, the
Chinese government announced a US$7bn support
R300
package for
the economy, and the PBoC cut its base interest rate by

20bps. In Wuhan
R250 province, the epicentre of the outbreak, and other
areas of China,
R200 some businesses started to reopen as the worst of the
pandemic passed, hopefully pointing to the future of other areas of
R150

the globe as well. Analysts estimated Chinese economic growth for

ANNUALISED PERFORMANCE
1 year
3 years
5 years
7 years
10 years
Since inception

A CLASS
20.6%
10.5%
8.6%
10.1%
11.3%
9.1%

BENCHMARK
28.6%
13.9%
10.9%
11.6%
12.1%
9.6%

2019

2018

2017

2016

2015

2014

2013

2012

2011

2009

2008

2007

2006

2005

2004

2003

2002

2001

2000

2010

R100

2020 would more than halve to around 2.5% from 5.6% previously.

B CLASS
21.0%
n/a
n/a
n/a
n/a
20.1%

Inception date B Class: 2 July 2018

RETURNS SINCE INCEPTION##
Highest annualised return
Lowest annualised return
##

A CLASS
49.1%
-17.4%

DATE
31 Dec 2001
31 Aug 2003

12-month rolling performance figure

RISK MEASURES
A CLASS BENCHMARK
14.8%
16.2%
Monthly volatility (annualised)
-25.2%
-30.2%
Maximum drawdown over any period
72.1%
70.3%
% of positive rolling 12 months
-0.8
n/a
Information ratio
0.3
0.6
Sortino ratio
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Sharpe ratio

ASSET ALLOCATION
Foreign Bonds
Foreign Cash
SA Bonds (ex. Inflation-linked Bonds)
SA Cash

78.9%
18.4%
2.2%
0.5%

Sources: Prudential, Morningstar & Deutsche Securities

Investors seeking returns from a diversified
portfolio of global debt and fixed income
securities. The recommended investment
horizon is 2 years (or longer when used as
strategic exposure to the asset class). Although
the Fund’s investment universe is global, units
are priced in rands. Investors can therefore
invest without having to personally expatriate
rands.

GLOBAL INCOME

INVESTMENT MANDATE:
The Fund is a feeder fund and, other than assets
RISK/RETURN
PROFILE:
in liquid form and
currency contracts, invests
only in one underlying fund – the Prudential
Global Bond Fund, a US dollar denominated
fund domiciled in Ireland. Through this
underlying fund, the Fund has exposure to a
GLOBAL
diversified
portfolio of global debt and fixed
BOND FEEDER
FUND
income
securities, other collective investment
schemes and financial derivative instruments.
LOW
MED
HIGH

EXPECTED RETURN

10.5%
8.6%
10.1%
11.3%
9.1%

VOLATILITY
INVESTMENT RETURN
MANAGER
OF THE
UNDERLYING FUND:
INVESTMENT
MANAGER
OF Ltd
THE(UK)
M&G Investment
Management
UNDERLYING FUND:
FUNDInvestment
MANAGERS
OF THE Limited (UK)
M&G
Management
UNDERLYING FUND:
FUND MANAGERS OF THE
Marc Beckenstrater and Craig Simpson
UNDERLYING FUND:
Marc
ASISABeckenstrater
CATEGORY: and Craig Simpson

Global - Interest Bearing - Variable Term
ASISA CATEGORY:
Global
- Interest Beating - Variable Term
BENCHMARK:
Bloomberg Barclays Global Aggregate Bond
BENCHMARK:
Index
Bloomberg
Barclays Global Aggregate Bond Index
INCEPTION DATE:
DATE:
INCEPTION
27 October
27
October 2000
2000
FUND SIZE:
R559618
845370
016
R96
AWARDS:
Raging Bull: 2006, 2008, 2013
Morningstar/Standard & Poor’s: 2007, 2009,
2013
DISCLAIMER

Prudential Portfolio Managers Unit Trusts Ltd (Registration
number: 1999/0524/06) is an approved CISCA management
company (#29). Assets are managed by Prudential Investment
Managers (South Africa) (Pty) Ltd, which is an approved
discretionary Financial Services Provider (#45199). The Trustee’s/
Custodian details are: Standard Bank of South Africa limited –
Trustees Services & investor Services. 20th Floor, Main Tower,
Standard Bank Centre, Heerengracht, Cape Town.

GLOBAL INCOME

Collective Investment Schemes (unit trusts) are generally
medium-to long-term investments. Past performance is not
necessarily a guide to future investment performance. Unit
trust prices are calculated on a net asset value basis. This means
the price is the total net market value of all assets of the unit
trustGLOBAL
fund divided by the total number of units of the fund.
Any BOND
market FEEDER
movements – for example in share prices, bond
FUND
prices,
money market prices or currency fluctuations - relevant
to the underlying assets of the fund may cause the value of
the underlying assets to go up or down. As a result, the price
of your units
may go up or down.
traded at the
LOW
MEDUnit trusts areHIGH
ruling forward price of the day, meaning that transactions are
processed during the
day before
you or the Manager know
RETURN
VOLATILITY
what the price at the end of the day will be. The price and
therefore the number of units involved in the transaction are
only known on the following day. The unit trust fund may
borrow up to 10% of the fund value, and it may also lend
any scrip (proof of ownership of an investment instrument)
FUND
OBJECTIVE:
that
it holds
to earn additional income. A Prudential unit trust
fund may consist of different fund classes that are subject to
The Fund’s
objective
to generate
different
fees and
charges. is
Where
applicable,investment
the Manager
will pay your financial adviser an agreed standard ongoing
returnsfee,through
exposure
tooverall
global
bonds
and
adviser
which is included
in the
costs
of the fund.
A Collective Investment Schemes (CIS) summary with all fees
interest-bearing
over fees
the ismedium
and
maximum initial instruments
and ongoing adviser
available
on
our website. One can also obtain additional information
term.
on Prudential products on the Prudential website. The Fund
may hold foreign securities including foreign CIS funds. As
a
result, the fund
may face material risks. The volatility of
INVESTOR
PROFILE:
the fund may be higher and the liquidity of the underlying
securities
be restricted
due to relative
sizes and
Investorsmayseeking
returns
from market
a diversified
market conditions. The fund’s ability to settle securities and
to
repatriate of
investment
the proceeds
of
portfolio
globalincome,
debt capital
and orfixed
income
sales of securities may be adversely affected for multiple
securities.
The
recommended
investment
reasons
including
market
conditions, macro-economic
and
political circumstances. Further, the return on the security may
horizon
2 years
(or longer
when
usedin tax
as
be
affectedis(positively
or negatively)
by the
difference
regimes between the domestic and foreign tax jurisdictions.
strategic
exposure
the asset
Although
The
availability
of marketto
information
andclass).
information
on any
underlying
sub-funds
may be universe
delayed. The
is a fund
of
the Fund’s
investment
isFund
global,
units
funds which may only invest in other unit trusts (sub-funds)
and
in liquid
Sub-funds
may levycan
their own
charges
areassets
priced
in form.
rands.
Investors
therefore
that could result in a higher fee structure for these funds. The
invest without
toclose
personally
expatriate
Manager
may, at itshaving
discretion,
your chosen
unit trust
fund to new investors and to additional investments by existing
rands. to make sure that it is managed in accordance with its
investors
mandate. It may also stop your existing debit order investment.
The Manager makes no guarantees as to the capital invested
INVESTMENT
MANDATE:
in
the fund or the returns
of the fund. Excessive withdrawals
from the fund may place the fund under liquidity pressure and,
The
Fund
is a feederafund
and,
other
than
assets
in
certain
circumstances;
process
of ring
fencing
withdrawal
instructions may be followed. Fund prices are published daily on
in liquid
form
andThese
currency
contracts,
the
Prudential
website.
are also available
uponinvests
request.
The
is calculated fund
for the–portfolio.
Individual
onlyperformance
in one underlying
the Prudential
investor performance may differ as a result of initial fees, the
actual
investment
thea
date
and dividend
Global
Bond date,
Fund,
USof reinvestment
dollar denominated
withholding tax. Purchase and repurchase requests must be
fund domiciled
in by Ireland.
Through
this
received
by the Manager
13h30 (11h30
for the Money
Market Fund) SA time each business day. All online purchase
underlying
the must
Fund
has exposure
to a
and
repurchasefund,
transactions
be received
by the Manager
by 10h30 (for all Funds) SA time each business day.

EXPECTED RETURN

3 years
5 years
7 years
10 years
Since inception

diversified portfolio of global debt and fixed
income securities, other collective investment

BENCHMARK*
25.7%
11.1%
9.2%
11.4%
10.4%
8.0%

PRUDENTIAL GLOBAL INFLATION PLUS FEEDER FUND
31 MARCH 2020

B CLASS
12.7%
9.0%
8.0%
n/a
n/a
9.5%

Inception date B Class: 1 July 2013
* The Fund's benchmark changed from the ASISA Global - Multi Asset - Low Equity Category Mean to Global Inflation on 1 November 2018.

#

QUARTERLY COMMENTARY
A CLASS
38.1%
-16.6%

DATE
ASSET ALLOCATION
28 Feb 2007
Foreign Bonds
40.2%
30 Jun 2009
In turn, theForeign
Chinese
government announced a US$7bn support
Equity
36.8%
##
12-month rolling performance figure
Foreign
Cash
package for the economy, and the PBoC cut its base interest 15.6%
rate by
The first quarter of 2020 was completely dominated by the rapid spread
Foreign Property
5.1%
20bps. In Wuhan province, the epicentre of the outbreak, and other
of
the MEASURES
Coronavirus around the globe. Its negative impact
madeBENCHMARK
itself
RISK
A CLASS
SA Bonds (ex. Inflation-linked Bonds)
1.7%
some businesses started to reopen as the worst of
the
14.6% areas of China,
Monthly
volatility
SA Cash
0.7%
felt
in every
corner(annualised)
of the globe, taking a heavy toll12.6%
on human lives
-26.8%
-31.9% pandemic passed, hopefully pointing to the future of other areas of
Maximum
drawdown
any period
and
economic
activity over
as global
lockdowns were implemented. All
74.0%
72.4% the globe as well. Analysts estimated Chinese economic growth for
% of positive rolling 12 months
types
of assets,
including many traditional safe-havens like
-0.2government n/a 2020 would more than halve to around 2.5% from 5.6% previously.
Information
ratio
bonds,
0.2 by forced 0.4
Sortinowere
ratiohit by wholesale selling, which was exacerbated
0.1 liquidity. 0.2 Hong Kong’s Hang Seng Index returned -15.5% for the three months
Sharpe ratioof many leveraged investors needing urgent
liquidation
and the MSCI China returned -10.2% in US$.
Uncertainty pervaded investor sentiment as the extent and severity
of
theHOLDINGS
virus and itsOF
impact
economic growth
remained unknown.
Among other emerging equity markets, in US$ terms Brazil’s Bovespa
TOP
THE on
UNDERLYING
FUND*
The
warnedInvestments
of a comingUS
global
recession
worse
1. IMF
Eastspring
Inv Grade
Bond
Fundthan that of the 18.5%
proved to be the hardest hit with a -51.0% return for the quarter, while
2. M&G
European
Bond
9.6%
2008
Global
FinancialCorporate
Crisis (GFC),
whileFund
ratings agency Fitch projected
the MSCI South Africa returned -40.3%. The MSCI Russia delivered
3.
iShares
USD
Floating
Rate
Bond
ETF
6.1%
a 1.9% contraction in global growth for 2020.
-36.3% and the MSCI Turkey -30%, also in US$.
4. US Dollar
5.7%
5.
iShares
$
Corporate
Bond
ETF
5.3%
In US$ terms, global equities (the MSCI All Country World Index, ACWI)
Finally, the rand depreciated sharply against all three major currencies
*As at 31 March 2020 (updated quarterly)
returned -21.4% for the quarter, while developed markets delivered
amid the coronavirus sell-off, falling 27.4% against the US dollar,
-21.1% and emerging markets produced -23.6%. For SA investors,
19.5% against the pound sterling and 24.7% versus the euro.
the rand’s 27.4% depreciation against the dollar (and by similar
PERFORMANCE
amounts against other major currencies) helped to cushion global
Given
the weak performance of the rand relative to the US dollar
investments in rand terms – for example, the MSCI ACWI returned
over the period, the fund returned 7.3%A(net
of fees) inBrand
for the
INVESTMENT
OPTIONS
CLASS
CLASS
0.2%
in rands. Global
bonds delivered -0.3% for the quarter in US$
first quarter of 2020, compared to globalR10
inflation
For the
000 at 27.9%.
R20 million
Minimum
sum and
investment
(but
27.0%lump
in rands)
global property returned -30.4%. This was
R500returned
pm
n/a(net of
Minimum monthly debit order
12 months ending 31 March 2020, the fund
12.3%
despite widespread emergency monetary easing and market support
fees) while global inflation was 25.7%. A CLASS
from
the FEES
major(excl.
central
INITIAL
VAT)banks.
B CLASS
RETURNS SINCE INCEPTION
Highest annualised return
Lowest
annualised
return
MARKET
OVERVIEW

##

0.00%
0.00%
Prudential
The main contributors to absolute performance over the quarter were
In
the US,adviser
to counteract
the effect of spreading lockdowns across
3.00% (max)
0.00%
Financial
(if applicable)
the fund’s holdings in Japanese and Mexican government bonds.
the country, the US Federal Reserve undertook an emergency
Detracting from absolute performance were
the fund’sBexposure
A CLASS
CLASS to
ANNUAL
MANAGEMENT
FEES (excl. VAT)
100bp
interest
rate cut and US$700bn
in bond buybacks, while the
0.50% to mainstream
0.20% and
Prudential**announced record fiscal stimulus measures to counter
European, US and Asian equities, broad exposure
government
0.00%
0.00%
Financial adviser service fee*** (if applicable)
emerging-market government bonds, investment-grade
credit and
theAdditional
anticipated
surge
in unemployment
and stress
and in the TER
**
underlying
foreign
fund fees are dependent
on the on
fundcorporate
and are included
exposure
to
property.
***
Includedearnings.
in Prudential’s
annual management
feepositively
above (A Class
Financial
Fees: Initial and Ongoing Adviser Fees are negotiated between the Investor and Financial Adviser.
individual
Markets
did not react
to the
Fed’sAdviser
move,
Should you agree to an ongoing Adviser Fee, this will be paid via the regular repurchase of units)
with volatility remaining high. Analysts are expecting US GDP growth to
STRATEGY AND POSITIONING
contract
by around
3.3% for the year, although estimates vary widely.
EXPENSES
(incl. VAT)
A CLASS
B CLASS
The fund remains tilted in favour of corporate
credit and
emerging1.69%
1.38%
Total
Ratio (TER)
In
the Expense
equity market,
the S&P 500 lost 19.6% in US$ for the quarter.
market sovereign bonds in the fixed-income portion given attractive
0.07%
0.07%
Transaction Costs (TC)
prospective return profile of these assets.1.76%
1.45%
Total
Charges
(TIC)banks and governments followed the
In
the Investment
UK and Europe,
central

PRUDENTIAL GLOBAL INFLATION PLUS FEEDER FUND
31lead,
MARCH
2020
US’s
although with interest
rates already at record low levels, they

Where a transaction cost is not readily available, a reasonable best estimate has been used. Estimated transaction costs may include Bond, Money Market, and FX costs (where applicable).

ANNUALISED PERFORMANCE
1 year
3 years
5 years
7 years
10 years
Since inception

A CLASS
12.3%
8.7%
7.7%
10.1%
9.8%
8.1%

BENCHMARK*
25.7%
11.1%
9.2%
11.4%
10.4%
8.0%

2020

2019

2018
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2016

2015

2014

2013
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2011

2010

2009

2008

2007

2006

2005

2004

R100 Initial Investment

In attempting to analyse today’s challenging environment, our sense
were unable to cut interest rates as much. The BoE lowered its base
is that this phase is very different from previous recessions. We
interest rate from 0.75% to 0.25%, and then again to a record-low
believe that because it represents an enforced, temporary shutdown
0.1% a week later. The ECB established a new 750bn-euro emergency
in economic activity rather than a ‘traditional’ recession, this should
facility
to stabilise
Eurozone bonds. While DISCLOSURE
both areas announced
FACT
SHEET/MINIMUM
DOCUMENT
hasten the return of normal economic conditions. While the current
aggressive fiscal measures, these weaker monetary measures combined
macroeconomic situation is highly uncertain, the extreme nature
with already-lacklustre growth led to fears of worse recessions than
of the price moves and shifts in valuation lead us to think that the
the
US, INCEPTION
with forecasts
of -3.9% GDP
growth for the UK
and -4.2%
SINCE
CUMULATIVE
PERFORMANCE,
DISTRIBUTIONS
REINVESTED (A CLASS)
current disruption is not all fundamental. There are therefore some
GDP growth for the EU (by Fitch). In the equity markets, the FTSE
very significant opportunities for those able to tolerate the short100 returned
R400-28.7% in US$ for the quarter, while Germany’s DAX
term volatility.
Page 1 of 2
Prudential
Global
Feeder
Fund
Prudential
Inflation
PlusPlus
Feeder
Fund
Sources: Prudential & Morningstar
produced -26.6%
and
the Global
French
CACInflation
40 delivered
-27.8%
in US$.
R360.50
R350
Benchmark
R345.30
In Japan, the economy was already weak with a much worse-thanR300
expected contraction in GDP growth of -7.1% q/q annualised in Q4
2019, dueR250
largely to the impact of the new local consumption tax.
With interest rates already at -0.10%, the Bank of Japan left rates
R200
on hold but
announced a doubling in its purchases of bonds and
riskier exchange-traded funds to shore up the economy and markets.
R150
However, investors were underwhelmed by the move. Late in March
R100 Shinzo Abe unveiled an unprecedented Y60 trillion
Prime Minister
(US$556 billion) stimulus package to help households and small
R50
businesses. The Nikkei 225 returned -18.7% for the quarter.

B CLASS
12.7%
9.0%
8.0%
n/a
n/a
9.5%

#
Inception
Inceptiondate
dateB BClass:
Class:1 1July
July2013
2013
* The Fund's benchmark changed from the ASISA Global - Multi Asset - Low Equity Category Mean to Global Inflation on 1 November 2018.

RETURNS SINCE INCEPTION##
Highest annualised return
Lowest annualised return
##

A CLASS
38.1%
-16.6%

DATE
28 Feb 2007
30 Jun 2009

12-month rolling performance figure

RISK MEASURES
A CLASS BENCHMARK
Page 19
1 ofof121 Prudential
Prudential
Combined
Quarterly
Commentary
2020
Global
Inflation
Plus Feeder
Fund Q1 Q1
2020
commentary
12.6%
14.6%
Monthly volatility
(annualised)
-26.8%
-31.9%
Maximum drawdown over any period

ASSET ALLOCATION
Foreign Bonds
40.2%
Foreign Equity
36.8%
Foreign Cash
15.6%
Foreign Property
5.1%
SA Bonds (ex. Inflation-linked Bonds)
1.7%
Sources: Prudential, Morningstar & Deutsche Securities
SA Cash
0.7%

over the medium term.
INVESTOR PROFILE:
Investors seeking to preserve the real value of
their capital, in US dollar terms, by investing
in a diversified portfolio of global assets. The
recommended investment horizon is 3 years or
longer. Since units are priced in rands, investors
can invest without having to expatriate rands.
INVESTMENT
MANDATE:
GLOBAL
MULTI-ASSET
The Fund is a feeder fund and, other than
assets in liquid form and currency contracts,
RISK/RETURN
PROFILE:
invests only in one
fund – the Prudential Global
Inflation Plus Fund, a US dollar denominated
GLOBAL
fund domiciled INFLATION
in Ireland. Through this
PLUSFund
FEEDER
underlying fund, the
has exposure to a
FUND
diversified portfolio that may include equity
and property securities, cash, bonds and
commodities. The Fund may invest up to 40%
in equity securities (excl. property) and up to
LOW
MED
HIGH
25% in property securities.

EXPECTED RETURN

A CLASS
12.3%
8.7%
7.7%
10.1%
9.8%
8.1%

RETURN VOLATILITY

INVESTMENT MANAGER OF THE
INVESTMENT
MANAGER OF THE
UNDERLYING FUND:
UNDERLYING
FUND:
M&G Investment
Management Ltd (UK)
M&G Investment Management Limited (UK)
FUND MANAGERS OF THE
FUND MANAGERS OF THE
UNDERLYING FUND:
UNDERLYING FUND:
Marc Beckenstrater and Craig Simpson
Marc Beckenstrater and Craig Simpson
ASISA CATEGORY:
ASISA CATEGORY:
Global - Multi-Asset - Low Equity
Global - Multi-Asset - Low Equity
BENCHMARK:
BENCHMARK:
Global inflation
Global
inflation
INCEPTION DATE:
DATE:
INCEPTION
1 March
March 2004
2004
FUND SIZE:
R133618
063370
207
R96
AWARDS:
Raging Bull: 2019

DISCLAIMER

Prudential Portfolio Managers Unit Trusts Ltd (Registration
number: 1999/0524/06) is an approved CISCA management
company (#29). Assets are managed by Prudential Investment
Managers (South Africa) (Pty) Ltd, which is an approved
discretionary Financial Services Provider (#45199). The
Trustee’s/Custodian details are: Standard Bank of South Africa
limited – Trustees Services & investor Services. 20th Floor, Main
Tower, Standard Bank Centre, Heerengracht, Cape Town.
Collective Investment Schemes (unit trusts) are generally
medium-to long-term investments. Past performance is not
necessarily a guide to future investment performance. Unit
trust prices are calculated on a net asset value basis. This means
the price is the total net market value of all assets of the unit
trust fund divided by the total number of units of the fund.
Any market movements – for example in share prices, bond
prices, money market prices or currency fluctuations - relevant
to the underlying assets of the fund may cause the value of
the underlying assets to go up or down. As a result, the price
of your units may go up or down. Unit trusts are traded at the
GLOBAL
ruling forward price of the
day, meaning that transactions are
INFLATION
processed during the day
before you or the Manager know
what the price at the end
of the
day will be. The price and
PLUS
FEEDER
therefore the number ofFUND
units involved in the transaction are
only known on the following day. The unit trust fund may
borrow up to 10% of the fund value, and it may also lend
any scrip (proof of ownership of an investment instrument)
that it holds to earn additional income. A Prudential unit trust
fund may consist of different fund classes that are subject to
different fees and charges. Where applicable, the Manager
will pay your financial adviser an agreed standard ongoing
LOW
MED
adviser fee,
which is included
in the overall costsHIGH
of the fund.
A Collective Investment Schemes (CIS) summary with all fees
RETURN
VOLATILITY
and maximum initial
and ongoing
adviser fees is available
on our website. One can also obtain additional information
on Prudential products on the Prudential website. The Fund
may hold foreign securities including foreign CIS funds. As
a result, the fund may face material risks. The volatility of
the fund may be higher and the liquidity of the underlying
FUND OBJECTIVE:
securities
may be restricted due to relative market sizes and
market
conditions.
The fund’s
ability to
settle
and
The Fund
is priced
in rands
and
itssecurities
objective,
to repatriate investment income, capital or the proceeds of
sales
of securities
be adversely
for multiple
expressed
in USmay
dollar
terms, affected
is to outperform
reasons including market conditions, macro-economic and
political
Further,
the return
on the security
may
global circumstances.
inflation while
aiming
to preserve
capital
be affected (positively or negatively) by the difference in tax
over the
medium
term. and foreign tax jurisdictions.
regimes
between
the domestic
The availability of market information and information on any
underlying sub-funds may be delayed. The Fund is a fund of
INVESTOR
PROFILE:
funds
which may
only invest in other unit trusts (sub-funds)
and assets in liquid form. Sub-funds may levy their own
Investors
toinpreserve
the
real value
of
charges
thatseeking
could result
a higher fee
structure
for these
funds. The Manager may, at its discretion, close your chosen
theirtrust
capital,
in US
dollar
by investments
investing
unit
fund to new
investors
and terms,
to additional
by
investorsportfolio
to make sure
that it isassets.
managed
in
in existing
a diversified
of global
The
accordance with its mandate. It may also stop your existing
debit
order investment.
The Manager
makesis
no3guarantees
recommended
investment
horizon
years or
as to the capital invested in the fund or the returns of the
fund.
Excessive
the fund
may place
the fund
longer.
Sincewithdrawals
units arefrom
priced
in rands,
investors
under liquidity pressure and, in certain circumstances; a process
canring
invest
without
having
to expatriate
of
fencing
withdrawal
instructions
may be rands.
followed.
Fund prices are published daily on the Prudential website.
These are also available upon request. The performance is
INVESTMENT
MANDATE:
calculated
for the portfolio.
Individual investor performance
may differ as a result of initial fees, the actual investment
The the
Fund
is reinvestment
a feeder and
fund
and,withholding
other than
date,
date of
dividend
tax.
Purchase and repurchase requests must be received by the
assets inby liquid
form for
and
contracts,
Manager
13h30 (11h30
the currency
Money Market
Fund) SA
time
eachonly
business
day. fund
All online
purchase
and repurchase
invests
in one
– the
Prudential
Global
transactions must be received by the Manager by 10h30 (for
all
Funds)
SA
time
each
business
day.
Inflation Plus Fund, a US dollar denominated

GLOBAL MULTI-ASSET

EXPECTED RETURN

ANNUALISED PERFORMANCE
1 year
3 years
5 years
7 years
10 years
Since inception

fund domiciled in Ireland. Through this
underlying fund, the Fund has exposure to a
diversified portfolio that may include equity

recommended investment horizon is 5 years
or longer. Although the Fund’s investment
universe is global, units are priced in rands.
Investors can therefore invest without having to
personally expatriate rands.

##

A CLASS
16.6%
0.5%

QUARTERLY COMMENTARY

12-month rolling performance figure

RISK MEASURES
Monthly volatility (annualised)
MARKET drawdown
OVERVIEW
Maximum
over any period

A CLASS
14.3%
-13.5%

DATE
30 Nov 2019
31 Aug 2019

ASSET ALLOCATION
Foreign Equity
68.6%
Foreign Cash
12.2%
Foreign Bonds
11.6%
Foreign Property
4.9%
BENCHMARK
SA Bonds (ex. Inflation-linked Bonds)
1.7%
14.7% In turn, theSA
Cash government announced a US$7bn support
1.1%
Chinese
-11.9%

The first quarter of 2020 was completely dominated by the rapid
spread of the Coronavirus around the globe. Its negative impact
made itself felt in every corner of the globe, taking a heavy toll
on human lives and economic activity as global lockdowns were
implemented. All types of assets, including many traditional safeTOP HOLDINGS
OF THE UNDERLYING
FUND*
havens
like government
bonds, were hit
by wholesale selling,
1. US Dollar
which
was
exacerbated
by
forced
liquidation
of many leveraged
2. M&G Global Select Fund
investors
needing
3. Xtrackers
S&P urgent
500 ETFliquidity. Uncertainty pervaded investor
4. M&G Global
Equity
Premia
sentiment
as theEnhanced
extent and
severity
of the virus and its impact
5. economic
Eastspring growth
Investments
US Inv unknown.
Grade BondThe
Fund
on
remained
IMF warned of
*As at 31 March 2020 (updated quarterly)
a coming global recession worse than that of the 2008 Global
Financial Crisis (GFC), while ratings agency Fitch projected a
1.9% contraction in global growth for 2020.
In US$ terms, global equities (the MSCI All Country World Index,
INVESTMENT
ACWI)
returnedOPTIONS
-21.4% for the quarter, while developed markets
Minimum-21.1%
lump sum
investment
delivered
and
emerging markets produced -23.6%. For
Minimum monthly debit order
SA investors, the rand’s 27.4% depreciation against the dollar
(and
by similar
amounts
against other major currencies) helped
INITIAL
FEES (excl.
VAT)
Prudential
to
cushion global investments in rand terms – for example, the
Financial
adviser
(if applicable)
MSCI
ACWI
returned
0.2% in rands. Global bonds delivered
-0.3% for the quarter in US$ (but 27.0% in rands) and global
ANNUAL MANAGEMENT FEES (excl. VAT)
property
returned -30.4%. This was despite widespread emergency
Prudential**
monetary
easing and
market
support
from the major central banks.
Financial adviser
service
fee***
(if applicable)

package for the economy, and the PBoC cut its base interest rate
by 20bps. In Wuhan province, the epicentre of the outbreak, and
other areas of China, some businesses started to reopen as the
worst of the pandemic passed, hopefully pointing to the future
of other areas of the globe as well. Analysts estimated Chinese
economic growth for 2020 would more than halve to around
12.0%
2.5% from 5.6% previously. Hong Kong’s Hang Seng Index
9.5%
returned -15.5% for the three months and the MSCI China
9.0%
returned -10.2% in US$.
6.5%
5.8%

Among other emerging equity markets, in US$ terms Brazil’s
Bovespa proved to be the hardest hit with a -51.0% return for the
quarter, while the MSCI South Africa returned -40.3%. The MSCI
Russia delivered -36.3% and the MSCI Turkey -30%, also in US$.
Finally, the rand depreciated sharply against all three major
A CLASS
B CLASS
currencies amid the coronavirus sell-off, falling 27.4% against
R10 000
R20 million
the US dollar, 19.5% against the pound
sterling andn/a
24.7%
R500 pm
versus the euro.
A CLASS
0.00%
0.00%

PERFORMANCE

B CLASS
0.00%
0.00%

Given the weak performance of the rand relative to the US dollar
over the period, the fund returned 0.03%
(net of fees)B in
rand for
A CLASS
CLASS
the first quarter of 2020, while its benchmark
7.6%. For
0.50%returned0.20%
0.00%
the 12 months ending 31 March 2020,0.00%
the fund returned
6.5%
** Additional underlying foreign fund fees are dependent on the fund and are included in the TER
(net of fees) while the benchmark returned 14.6%.
*** Included in Prudential’s annual management fee above (A Class Financial Adviser Fees: Initial and Ongoing Adviser Fees are negotiated between the Investor and Financial Adviser.
In
theyou
US,agree
to counteract
effect
of spreading
across of units)
Should
to an ongoing the
Adviser
Fee, this
will be paid vialockdowns
the regular repurchase
the country, the US Federal Reserve undertook an emergency
The main contributor to absolute performance over the quarter
EXPENSES
(incl. VAT)
A CLASS
B CLASS
100bp
interest
rate cut and US$700bn in bond buybacks, while
was the fund’s exposure to Mexican government bonds. Detracting
1.72%
1.66%
Total Expense Ratio (TER)
the
government announced record fiscal stimulus measures to
from absolute performance were its holdings
in European,
US and
0.26%
0.26%
Transaction Costs (TC)
counter
the anticipated
Asian equities, mainstream and emerging-market
government
1.98%
1.92%
Total Investment
Charges surge
(TIC) in unemployment and stress on
Where
a transaction
cost is not readily
available, aMarkets
reasonabledid
best not
estimate
has positively
been used. Estimated bonds
transactionand
costs may
include Bond, Money Market,
and FX costs
(where applicable).
corporate
and individual
earnings.
react
investment-grade
corporate
credit,
government
For
six months
of 2020,
the Manager
will waive
the management
and will also
audit fee, which is usually paid by the fund.
to the
thefirstFed’s
move,
with
volatility
remaining
high. fee
Analysts
arepay the fund
bond
exposure to Turkey and South Africa, as well as exposure
expecting US GDP growth to contract by around 3.3% for the
to property.
year, although estimates vary widely. In the equity market, the
STRATEGY AND POSITIONING
S&P 500 lost 19.6% in US$ for the quarter.
The fund continues to have a clear preference for equities over
In the UK and Europe, central banks and governments followed
government bonds, particularly Japanese and European equities.
the US’s lead, although with interest rates already at record low
We are very constructive on investment-grade, high-yield and
levels, they were unable to cut interest rates as much. The BoE
emerging-market hard currency and local debt. We also believe
lowered its base interest rate from 0.75% to 0.25%, and then
the size of the equity-risk premium remains one of the most
Page to
1 of
obvious opportunities on offer Sources:
across the
global& investment
again
a 2record-low
0.1%
a week
later.Feeder
The ECB
established a
Prudential
Global
Balanced
Fund
Prudential
Morningstar
landscape today.
new 750bn-euro emergency facility to stabilise Eurozone bonds.
While both areas announced aggressive fiscal measures, these
In attempting to analyse today’s challenging environment, our
weaker
monetary
measures combined with
already-lacklustre
FACT
SHEET/MINIMUM
DISCLOSURE
DOCUMENT
sense is that this phase is very different from previous recessions.
growth led to fears of worse recessions than the US, with forecasts
We believe that because it represents an enforced, temporary
of -3.9% GDP growth for the UK and -4.2% GDP growth for
shutdown in economic activity rather than a ‘traditional’ recession,
the
EU INCEPTION
(by Fitch). InCUMULATIVE
the equity markets,
the FTSE 100
returned REINVESTED
SINCE
PERFORMANCE,
DISTRIBUTIONS
(A CLASS)
this should hasten the return of normal economic conditions.
-28.7% in US$ for the quarter, while Germany’s DAX produced

PRUDENTIAL GLOBAL BALANCED FEEDER FUND
31 MARCH 2020

-26.6% and
R130the French CAC 40 delivered -27.8% in US$.
Prudential Global Balanced Feeder Fund

R100 Initial Investment

Benchmark
In Japan, the economy
was already weak with a much worse-thanexpected R120
contraction in GDP growth of -7.1% q/q annualised in
Q4 2019, due largely to the impact of the new local consumption
tax. With interest rates already at -0.10%, the Bank of Japan
left rates R110
on hold but announced a doubling in its purchases
of bonds and riskier exchange-traded funds to shore up the
economy and markets. However, investors were underwhelmed
R100
by the move.
Late in March Prime Minister Shinzo Abe unveiled
an unprecedented Y60 trillion (US$556 billion) stimulus package
to help households and small businesses. The Nikkei 225 returned
R90
-18.7% forJun
the2018
quarter. Sep 2018
Dec 2018
Mar 2019

While the current macroeconomic situation is highly uncertain,
the extreme nature of the price moves and shifts inR124.04
valuation
lead us to think that the current disruption is not all fundamental.
There are therefore some very significant opportunities for those
able to tolerate the short-term volatility.
R110.37

Jun 2019

ANNUALISED PERFORMANCE
1 year
Since inception

Sep 2019
A CLASS
6.5%
5.8%

Dec 2019
BENCHMARK
14.6%
13.1%

Mar 2020
B CLASS
6.5%
5.8%

Inception date B Class: 28 June 2018
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RETURNS SINCE INCEPTION
Highest annualised return

##

A CLASS
16.6%

DATE
30 Nov 2019

Sources: Prudential, Morningstar & Deutsche Securities

ASSET ALLOCATION
Foreign Equity

68.6%

INVESTMENT MANDATE:
The Fund is a feeder fund and, other than assets
in liquid form and currency contracts, invests
only in one underlying fund - the Prudential
GLOBAL MULTI-ASSET
Global Balanced Fund, a US dollar denominated
fund domiciled in Ireland. Through this
underlying fund,PROFILE:
the Fund has exposure to a
RISK/RETURN
diversified portfolio that may include equity
GLOBAL
and property securities,
cash, bonds, currencies
BALANCED
and commodities. The
Fund may invest up to
FEEDER
FUND
75% in equity securities (excluding property)
and up to 25% in property securities.

RETURN

RETURNS SINCE INCEPTION##
Highest annualised return
Lowest annualised return

INVESTMENT MANAGER OF THE
UNDERLYING
LOW FUND: MED
HIGH
M&G Investment Management
Ltd (UK)
RISK
FUND MANAGERS OF THE
INVESTMENT MANAGER OF THE
UNDERLYING FUND:
FUND:
UNDERLYING
Marc Beckenstrater
and Craig Simpson
M&G
Investment Management
Limited (UK)
FUND
ASISA MANAGERS
CATEGORY: OF THE
UNDERLYING FUND:
Global - Multi-Asset - High Equity
Marc Beckenstrater and Craig Simpson
BENCHMARK:
ASISA
CATEGORY:
65% MSCI
All Country
World
Index TR (Net)
Global
- Multi
Asset - High
Equity
5% FTSE EPRA/NAREIT Global REIT Index
BENCHMARK:
25% MSCI
Bloomberg
Barclays
Global
Aggregate
65%
All Country
World
Index
TR (Net),
BondFTSE
Index
5%
EPRA/NAREIT Global REIT Index,
25%
Bloomberg
5% US
Dollar 1mBarclays
Libor Global Aggregate
Bond Index, 5% USD 1m LIBOR
INCEPTION DATE:
INCEPTION DATE:
28 June 2018
28 June 2018
FUND SIZE:
R13 480 188

DISCLAIMER
Prudential Portfolio Managers Unit Trusts Ltd (Registration
number: 1999/0524/06) is an approved CISCA management
company (#29). Assets are managed by Prudential Investment
Managers (South Africa) (Pty) Ltd, which is an approved
discretionary Financial Services Provider (#45199).
The Trustee’s/Custodian details are: Standard Bank of South
Africa Limited - Trustee Services & Investor Services. 20th
Floor, Main Tower, Standard Bank Centre, Heerengracht, Cape
Town. Collective Investment Schemes (unit trusts) are generally
medium-to long-term investments. Past performance is not
necessarily a guide to future investment performance. Unit
trust prices are calculated on a net asset value basis. This means
the price is the total net market value of all assets of the unit
trust fund divided by the total number of units of the fund.
Any market movements – for example in share prices, bond
prices, money market prices or currency fluctuations - relevant
to the underlying assets of the fund may cause the value of
the underlying assets to go up or down. As a result, the price
of your units may go up or down. Unit trusts are traded at the
ruling forward price of the day, meaning that transactions are
processed during the day, before you or the Manager know
what the price at the end of the day will be. The price and
therefore the PROFILE:
number of units involved in the transaction are
RISK/RETURN
only known on the following day. The unit trust fund may
borrow up to 10% of the fund value, and it may also lend
any scrip (proof of ownership of an investment instrument)
GLOBAL
that it holds to earn additional
income. A Prudential unit trust
BALANCED
fund may consist of different
fund classes that are subject to
FEEDER
different fees and charges.
Where applicable, the Manager
FUNDan agreed standard ongoing
will pay your financial adviser
adviser fee, which is included in the overall costs of the fund.
A Collective Investment Schemes (CIS) summary with all fees
and maximum initial and ongoing adviser fees is available on
our website. One can also obtain additional information on
Prudential products on the Prudential website. The Manager
may, at its discretion, close your chosen unit trust fund to new
investors and
to additional investments
by existing
investors to
LOW
MED
HIGH
make sure that it is managed in accordance with its mandate. It
may also stop your existing
debitVOLATILITY
order investment. The Manager
RETURN
makes no guarantees as to the capital invested in the fund or
the returns of the fund. Excessive withdrawals from the fund
may place the fund under liquidity pressure and, in certain
FUND
OBJECTIVE:
circumstances;
a process of ring fencing withdrawal instructions
may be followed. The Fund may hold foreign securities including
The
Fund’s
objective
is to the
provide
investors
with
foreign
CIS funds.
As a result,
fund may
face material
risks. The volatility of the fund may be higher and the liquidity
capital
growthsecurities
over the
of the underlying
maylong-term
be restrictedby
dueinvesting
to relative
market
sizes and market
conditions.
The fund’s
ability to settle
in
a diversified
portfolio
of global
assets.
securities and to repatriate investment income, capital or the
proceeds of sales of securities may be adversely affected for
multiple reasons including market conditions, macro-economic
INVESTOR
PROFILE:Further, the return on the security
and political circumstances.
may be affected
(positively
or negatively)capital
by the difference
in
Investors
seeking
long-term
growth
tax regimes between the domestic and foreign tax jurisdictions.
The availability
of market
information
information
any
from
a diversified
portfolio
ofand
global
assets.onThe
underlying sub-funds may be delayed. Fund prices are published
daily on the Prudential
website. These
are also available
upon
recommended
investment
horizon
is 5 years
request. The performance is calculated for the portfolio.
or
longer.
Although
the
Individual
investor
performance
mayFund’s
differ as a investment
result of initial
fees, the actual investment date, the date of reinvestment and
universe
is global,
are
in requests
rands.
dividend withholding
tax. units
Purchase
andpriced
repurchase
must be received
by the Manager
by without
13h30 (11h30
for the
Investors
can therefore
invest
having
to
Money Market Fund) SA time each business day. All online
purchase and repurchase
transactions
personally
expatriate
rands. must be received by the
Manager by 10h30 (for all Funds) SA time each business day.

GLOBAL MULTI-ASSET

EXPECTED RETURN

PRUDENTIAL GLOBAL BALANCED FEEDER FUND
31 MARCH 2020

INVESTMENT MANDATE:
The Fund is a feeder fund and, other than assets
in liquid form and currency contracts, invests

PRUDENTIAL GLOBAL EQUITY FEEDER FUND
31 MARCH 2020
##
QUARTERLY
COMMENTARY
A CLASS
RETURNS
SINCE INCEPTION
53.5%
Highest annualised return
-42.5%
Lowest annualised return

3.2%
n/a
n/a
n/a
n/a
5.8%

INVESTOR PROFILE:
Investors seeking long-term capital growth
from a diversified portfolio of global equity
securities. The recommended investment
horizon is 7 years or longer. Although the
Fund’s investment universe is global, units are
priced in rands. Investors can therefore invest
without having to personally expatriate rands.

DATE
31 Dec 2013
31 Mar 2003

ASSET ALLOCATION
Foreign Equity
99.2%
SA Cash
0.6%
##
12-month rolling performance figure
Cash
0.1%
In turn, theForeign
Chinese
government announced a US$7bn support
MARKET OVERVIEW
package for the economy, and the PBoC cut its base interest rate by
RISK
MEASURES
BENCHMARK
The
first
quarter of 2020 was completely dominated A
byCLASS
the rapid spread
17.0%made itself
16.3% 20bps. In Wuhan province, the epicentre of the outbreak, and other
Monthly
volatility (annualised)
of
the Coronavirus
around the globe. Its negative impact
-46.9%
-49.6% areas of China, some businesses started to reopen as the worst of the
Maximum
drawdown
over
any
period
felt in every corner of the globe, taking a heavy toll on human lives
75.1%
78.6% pandemic passed, hopefully pointing to the future of other areas of
% ofeconomic
positive rolling
and
activity12asmonths
global lockdowns were implemented.
All
-1.0
n/a the globe as well. Analysts estimated Chinese economic growth for
Information ratio
types of assets, including many traditional safe-havens like government
-0.1
0.5 2020 would more than halve to around 2.5% from 5.6% previously.
Sortino ratio
bonds, were hit by wholesale selling, which was exacerbated by forced
0.0
0.3 Hong Kong’s Hang Seng Index returned -15.5% for the three months
Sharpe ratio
liquidation of many leveraged investors needing urgent liquidity.
and the MSCI China returned -10.2% in US$.
Uncertainty pervaded investor sentiment as the extent and severity
of
theHOLDINGS
virus and itsOF
impact
economic growth
remained unknown.
TOP
THE on
UNDERLYING
FUND*
Among other emerging equity markets, in US$ terms Brazil’s Bovespa
1. IMF
Xtrackers
S&P
ETF global recession worse than that of the 11.1%
The
warned
of 500
a coming
proved to be the hardest hit with a -51.0% return for the quarter, while
2. iShares
MSCI
World
ETFwhile ratings agency Fitch projected
9.3%
2008
Global Core
Financial
Crisis
(GFC),
the MSCI South Africa returned -40.3%. The MSCI Russia delivered
US Dollar
9.2%
a3.1.9%
contraction in global growth for 2020.
-36.3% and the MSCI Turkey -30%, also in US$.
4. M&G Global Select Fund
7.9%
5. S&P 500 Index Future
7.0%
In US$ terms, global equities (the MSCI All Country World Index, ACWI)
Finally, the rand depreciated sharply against all three major currencies
*As at 31 March 2020 (updated quarterly)
returned -21.4% for the quarter, while developed markets delivered
amid the coronavirus sell-off, falling 27.4% against the US dollar,
-21.1% and emerging markets produced -23.6%. For SA investors,
19.5% against the pound sterling and 24.7% versus the euro.
the rand’s 27.4% depreciation against the dollar (and by similar
amounts against other major currencies) helped to cushion global
PERFORMANCE
investments in rand terms – for example, the MSCI ACWI returned
Given the weak performance of the rand relative to the US dollar
0.2% in rands. Global bonds delivered -0.3% for the quarter in US$
over the period, the fund returned -3.8%
(net of fees)B in
rand for
INVESTMENT OPTIONS
A CLASS
CLASS
(but
27.0%lump
in rands)
global property returned -30.4%. This was
R10 000returned
R200.2%.
millionFor
Minimum
sum and
investment
the first quarter of 2020, while the benchmark
despite
widespread
R500
pmreturned 2.9%
n/a (net
Minimum
monthly emergency
debit order monetary easing and market support
the 12 months ending 31 March 2020, the
fund
from the major central banks.
of fees) while the benchmark returned 9.5%.
INITIAL FEES (excl. VAT)
A CLASS
B CLASS
0.00%
0.00%
Prudential
In
the US, to counteract the effect of spreading lockdowns across
The
main
detractors
from
absolute
performance
were
the fund’s
3.00% (max)
0.00%
Financial
adviser
applicable)
the
country,
the(ifUS
Federal Reserve undertook an emergency
exposure to European, US and Asian equities.
100bp interest rate cut and US$700bn in bond buybacks, while the
(excl. VAT)
A CLASS
B CLASS
ANNUAL MANAGEMENT
FEES
government
announced record
fiscal
stimulus measures to counter
STRATEGY AND POSITIONING
0.50%
0.20%
Prudential**
the anticipated surge in unemployment and stress on corporate and
The
fund’s
positioning
reflects
a
preference
for
attractively-valued
0.00%
0.00%
Financial adviser service fee*** (if applicable)
individual
earnings.
Markets
did
not
react
positively
to
the
Fed’s
move,
** Additional underlying foreign fund fees are dependent on the fund and are included in the TER
equities from Europe and Asia ex-Japan. We remain underweight in
withIncluded
volatility
remainingannual
high.management
Analysts are
US Financial
GDP growth
***
in Prudential’s
feeexpecting
above (A Class
Adviserto
Fees: Initial and Ongoing Adviser Fees are negotiated between the Investor and Financial Adviser.
the US given its less attractive pricing compared to other markets,
Should
youby
agree
to an ongoing
Adviser
this
will be paidestimates
via the regular
contract
around
3.3% for
theFee,
year,
although
varyrepurchase
widely. of units)
and overweight in Japan and the UK.
In the equity market, the S&P 500 lost 19.6% in US$ for the quarter.
EXPENSES (incl. VAT)
A CLASS
B CLASS
1.63%
Total Expense Ratio (TER)
In attempting to analyse today’s challenging
environment,1.24%
our sense
In
the UK and
Europe,
0.13% We
Transaction
Costs
(TC) central banks and governments followed the
is that this phase is very different from0.14%
previous recessions.
US’s
althoughCharges
with interest
1.77%
Totallead,
Investment
(TIC) rates already at record low levels, they
believe that because it represents an enforced,
temporary1.37%
shutdown
were aunable
to cost
cutisinterest
as amuch.
The
BoE
lowered
itsused.
baseEstimated transaction costs may include Bond, Money Market, and FX costs (where applicable).
Where
transaction
not readilyrates
available,
reasonable
best
estimate
has been
in economic activity rather than a ‘traditional’ recession, this should
interest rate from 0.75% to 0.25%, and then again to a record-low
hasten the return of normal economic conditions.
FACT SHEET/MINIMUM DISCLOSURE DOCUMENT
0.1% a week later. The ECB established a new 750bn-euro emergency
facility to stabilise Eurozone bonds. While both areas announced
While the current macroeconomic situation is highly uncertain, the
aggressive fiscal measures, these weaker monetary measures combined
extreme nature of the price moves and shifts in valuation lead us to
SINCE
INCEPTION
CUMULATIVE
PERFORMANCE,
DISTRIBUTIONS
REINVESTED
(A CLASS)
with already-lacklustre growth led to fears of worse recessions than
think that the current disruption is not all fundamental. There are
the US, with forecasts of -3.9% GDP growth for the UK and -4.2%
therefore some very significant opportunities for those able to tolerate
GDP growth
for the EU (by Fitch). In the equity markets, the FTSE
R450
the short-term volatility.
Prudential
Global
Equity Feeder
Fund
100 returned -28.7%
in US$ for
the quarter,
while Germany’s
DAX
R400
ASISA
Category
Mean
produced -26.6% and
the French
CAC
40 delivered -27.8% in US$.
R380.56
R350

R373.30

ANNUALISED PERFORMANCE
1 year
3 years
5 years
7 years
10 years
Since inception

A CLASS
2.9%
6.8%
8.0%
12.9%
12.5%
6.8%

BENCHMARK
9.5%
11.7%
11.1%
15.5%
15.8%
8.6%

2020

2018

2016

2014

Sources: Prudential & Morningstar

2012

2008

2006

2004

2002

2000

1 ofthe
2 economy was already weak with a much worse-thanInPage
Japan,
Global Equity Feeder Fund
R300 Prudential
expected contraction
in GDP growth of -7.1% q/q annualised in Q4
2019, dueR250
largely to the impact of the new local consumption tax.
With interest rates already at -0.10%, the Bank of Japan left rates
R200
on hold but announced a doubling in its purchases of bonds and
riskier exchange-traded
funds to shore up the economy and markets.
R150
However, investors were underwhelmed by the move. Late in March
R100 Shinzo Abe unveiled an unprecedented Y60 trillion
Prime Minister
(US$556 billion) stimulus package to help households and small
R50
businesses. The Nikkei 225 returned -18.7% for the quarter.

2010

R100 Initial Investment

PRUDENTIAL GLOBAL EQUITY FEEDER FUND
31 MARCH 2020

B CLASS
3.2%
n/a
n/a
n/a
n/a
5.8%

Inception date B Class: 2 July 2018

RETURNS SINCE INCEPTION##
Highest annualised return
Lowest annualised return
##

A CLASS
53.5%
-42.5%

DATE
31 Dec 2013
31 Mar 2003

12-month rolling performance figure

RISK MEASURES
A CLASS BENCHMARK
17.0%
16.3%
Monthly volatility (annualised)
-46.9%
-49.6%
Maximum drawdown over any period
75.1%
78.6%
% of positive rolling 12 months
-1.0
n/a
Information ratio
-0.1
0.5
Sortino ratio
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0.0
0.3
Sharpe ratio

ASSET ALLOCATION
Foreign Equity
SA Cash
Foreign Cash

99.2%
0.6%
0.1%

Sources: Prudential, Morningstar & Deutsche Securities

INVESTMENT MANDATE:
GLOBAL EQUITY
The Fund is a feeder fund and, other than
assets in liquid form and currency contracts,
RISK/RETURN
invests only in PROFILE:
one underlying fund – the
Prudential Global Equity Fund, a US dollar
denominated fund domiciled in Ireland.
GLOBAL
Through this underlying fund, the Fund
has
EQUITY
exposure to a diversified portfolio that
may
FEEDER
FUND
include common stocks and shares, depository
receipts, real estate investment trusts, other
collective investment schemes and financial
LOW
MED
HIGH
derivative instruments.

EXPECTED RETURN

9.5%
11.7%
11.1%
15.5%
15.8%
8.6%

RETURN VOLATILITY

INVESTMENT MANAGER OF THE
INVESTMENT
MANAGER OF THE
UNDERLYING FUND:
UNDERLYING
FUND:
M&G Investment
Management Ltd (UK)
M&G Investment Management Limited (UK)
FUND MANAGERS OF THE
FUND MANAGERS OF THE
UNDERLYING FUND:
UNDERLYING FUND:
Marc Beckenstrater and Craig Simpson
Marc Beckenstrater and Craig Simpson
ASISA CATEGORY:
ASISA CATEGORY:
Global - Equity - General
Global - Equity - General
BENCHMARK:
BENCHMARK:
MSCI All
MSCI
All Country
CountryWorld
WorldIndex
Index(Net)
(Net)
INCEPTION DATE:
DATE:
INCEPTION
18 February
18
February 2000
2000
FUND SIZE:
R298618
089370
186
R96

DISCLAIMER

Prudential Portfolio Managers Unit Trusts Ltd (Registration
number: 1999/0524/06) is an approved CISCA management
company (#29). Assets are managed by Prudential Investment
Managers (South Africa) (Pty) Ltd, which is an approved
discretionary Financial Services Provider (#45199).The Trustee’s/
Custodian details are: Standard Bank of South Africa limited –
Trustees Services & investor Services. 20th Floor, Main Tower,
Standard Bank Centre, Heerengracht, Cape Town.

GLOBAL EQUITY

Collective Investment Schemes (unit trusts) are generally
medium-to long-term investments. Past performance is not
necessarily a guide to future investment performance. Unit
trust prices are calculated on a net asset value basis. This means
the price is the total net market value of all assets of the unit
trust fund divided by the total number of units of the fund.
Any market movements – for example in share prices,
bond
GLOBAL
prices, money market prices or currency fluctuations
- relevant
EQUITY
to the underlying assets of the fund may cause the
value
FEEDER of
the underlying assets to go up or down. As a result, the price
FUNDat the
of your units may go up or down. Unit trusts are traded
ruling forward price of the day, meaning that transactions are
processed during the day before you or the Manager know
what the price at the end of the day will be. The price and
therefore the number of units involved in the transaction are
LOW
MED
HIGH
only known
on the following
day. The unit trust
fund may
borrow up to 10% of the fund value, and it may also lend
any scrip (proof ofRETURN
ownershipVOLATILITY
of an investment instrument)
that it holds to earn additional income. A Prudential unit trust
fund may consist of different fund classes that are subject to
different fees and charges. Where applicable, the Manager
will pay your financial adviser an agreed standard ongoing
adviser fee, which is included in the overall costs of the fund.
FUND
OBJECTIVE:
A
Collective
Investment Schemes (CIS) summary with all fees
and
initial and is
ongoing
adviserinvestors
fees is available
Themaximum
Fund’s objective
to provide
with
on our website. One can also obtain additional information
on
Prudential
products
the Prudential
website.
The Fund
capital
growth
overonthe
long-term
by investing
may hold foreign securities including foreign CIS funds. As
ainresult,
the fund may portfolio
face materialof
risks.
The volatility
of
a diversified
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