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The Covid-19 Virus and its Economic Impact 
The Covid-19 virus started in Wuhan, China, in 

December 2019 whereupon it spread to nodes 

around the world. It spreads at an astronomic 

rate with reported US cases growing 35-fold to 

162,000 over the fortnight ending 30 March. The 

mortality rate is around 1.5% with 5% of cases 

requiring hospitalization and if left unchecked 

this disease will swamp a nation’s health 

resources. The general response is multi-week 

lockdowns so infected individuals develop the 

disease in isolation. Wuhan was under lock-down 

for 51 days eradicating the virus, whilst Italy has been in lockdown for over 3 weeks is still reporting thousands 

of daily new cases. Europe is in widescale lockdown, the US is in partial lockdown whilst the Far East Asia has 

managed to largely contain the virus without lockdowns. 

The economic impact can be seen in US initial jobless claims, surging by 3.4 million people to 6.7 million over 

the last week of March. During lockdown an economy will operate at an estimated two-thirds of capacity, reducing 

annual GDP by 2.5% for each month of lockdown. 

The South African government’s pro-active move to put the nation into lockdown is commendable, but the timing 

couldn’t be worse. South Africa’s situation has been exacerbated by the Moody’s downgrade causing local bonds 

yields to spike higher and the rand has fallen to its lowest levels yet. The SA Reserve Bank has intervened to 

soften the economic impact by cutting interest rates 1%, relaxing capital requirements for banks to facilitate 

lending and buying government bonds in the secondary market to support financial stability.  

At the heart of free markets is an evolutionary process where efficient firms prosper whilst less efficient firms 

wither away and in a downturn this process is accelerated. Numerous struggling businesses will go bankrupt and 

swathes of individuals who face unemployment. The adoption of online business will be accelerated at the 

expense of physical and US online retailer Amazon is reporting record online orders. Certain industries such as 

business travel, physical retail and property will probably see a permanent step down in demand and face a 

difficult adjustment process. Companies with decaying businesses or high gearing are vulnerable. Banks will 

face a spike in bad debts due to failing business activity, increased unemployment and redundant property 

collateral. Governments will be hard pressed to assist with the massive dislocations that will take place. 
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Moody’s Downgrade and the Economy 
Moody’s downgraded SA to sub-investment grade on the 

27th March, primarily due to a rising fiscal deficit and high 

government debt. SA’s economic momentum was poor prior 

to this lock-down and economic growth of the order of 

negative 4% is expected in 2020. Tax receipts will fall, and 

the fiscal deficit will approach double digits, and with 11% 

government borrowing rates this is clearly an untenable 

situation. This downgrade is a challenge for the government 

who is short of funding at a time when the country needs it 

the most. SA is facing a key juncture and the market keenly awaits a pro-active policy response from Minister 

Mboweni which will get the economy onto a better footing. Key levers to pull are: privatizations of state-owned 

enterprises; revenue improvements; and government cost reductions. We have already seen a pro-active stance 

adopted by the SA Reserve bank. SA has a sophisticated economy with strong export industries and is a net 

creditor nation and our terms of trade have never been better. If policymakers adopt the right medicine SA can 

emerge far stronger from it. The emerging markets crisis of 1998 led to positive fundamental changes in multiple 

East Asian countries and hopefully SA can too repeat this experience. 

 

Investing through a crisis 
While infrequent, stock market crashes generally occur every 11 years. At Centaur we have a framework for 

navigating market crisis and we reduced equity content by 5% on 24 February to preserve capital but also to 

have liquidity to buy select opportunities.  

Stocks directly exposed to the crisis get sold off the most while defensive shares hold up better. Investors flee 

riskier currencies, like the rand, into safe-haven currencies and SA stocks with offshore investments provide a 

currency hedge. Portfolio performance during this period depends on asset allocation, stock mix and rand hedge 

exposure. Unpredicted anomalies arise for example, one of the worst affected sectors has been SA listed 

property as retailers withhold rents and this combined with high gearing and declining demand resulted in a 49% 

decline in the SA property index over the quarter – fortunately we had virtually no exposure. 

In a crisis lending dries up as banks attempt to de-risk their balance sheets and firms relying on this financing 

can go bankrupt. Outdated business models go extinct with the countervailing rapid adoption of new business 

models, for example the rapid adoption of remote working and learning aided by video conferencing will lead to 

declining demand for office property and business travel. Discretionary retailers and their landlords are in for a 

tough time as they adapt to changing consumer spending patterns.  

At a stock level key factors are cash generation, the business model, leverage and management. Companies 

with low debt, good business models and positive cash flow are well placed to ride out this downturn and prosper 

in the recovery. Pro-active trading adds value as the chaos leads to good companies being sold with everything 

else. Centaur attempts to distil the real economic impacts of a downturn from price movement to uncover 

opportunities. Woolies was exited at prices 40% higher than that prevailing at quarter end as its poor SA clothing 

formats and decaying Australian department stores combined with high debts create permanent headwinds, 

whilst Mr. Price which was purchased at its lows, as a cash based discount retailer with R4 billion in cash is 
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better placed to capitalise. Multichoice, MTN and GVC (the world’s largest online sports betting company) were 

bought at depressed prices, as the lockdown has little fundamental impact on the value of these businesses.  

Our next step for navigating market crisis is thinking about how to be positioned for a rebound post the crisis. 

For example, after the Moody’s downgrade everyone may think it is time to move into dollars but it’s probably 

time to do the opposite. Centaur’s approach is simple: if the discount is wide enough on a high-quality business 

whose fundamentals have not changed materially, one should accumulate shares. We have started to invest for 

coming out of this crisis and hope to deliver strong risk-adjusted returns over the medium term. 

Centaur’s asset allocation was defensively positioned relative to its benchmark and our equity picks did not 

perform relative to its benchmark due to virtually no exposure to a resilient Naspers, and price weakness in 

certain rand hedge shares which should recover. This downturn will be transitory and when pessimism is highest 

it’s typically the right time to buy. We have been in this situation before and will look to position the portfolio to 

invest in the winners in the recovery phase. 

Please be advised that one of our analysts, Laing Walker, will be immigrating to the United Kingdom for family 

reasons. We are however retaining his services on a consultancy basis for the foreseeable future, and rest 

assured that this will not affect Centaur’s performance in any way.  

If you have any investment queries, please contact myself or Jacques Haasbroek and address any 

administrative queries to Kirsty Dale or Megan Morris (admin@centaur.co.za).  

 

Kind regards, 

 

Roger Williams 
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Centaur BCI Flexible Fund 

 

Fund NAV R 2 766.7m (as at 31 March 2020) 

Objective The Fund targets real returns of at least 
6% per annum with volatility no greater 
than 80% of the JSE All Share Index. 

Benchmark 60% JSE Capped SWIX (J433T), 20% 
MSCI World (M1WO), 20% SteFI.  

 

Fees on Class A:  

Annual Fee 1.25% p.a. (excl. VAT) on the value 
of the Fund. 

Performance 
Fee 

20% above benchmark over rolling 
2-year period, capped at 2% p.a. 

Inception Date 1 December 2004 
 

 

 

Performance as at 31 March 2020 1 year 3 years 5 years 10 years Inception1 

Centaur BCI Flexible Fund -10.7% -1.6% 2.8% 12.3% 14.5% 

Benchmark2 -11.8% -0.9% 0.6% 7.0% 10.4% 

Average Category return -12.4% -2.7% -0.2% 6.8%  

Ranking in Category 30/63 21/51 7/45 1/35  

Std. Deviation3 – Centaur BCI Flexible Fund 19.2% 12.9% 11.6% 10.4% 12.4% 

Std. Deviation3 – Benchmark2 19.0% 13.9% 13.2% 11.8% 14.1% 
 

Source: Maitland, Moneymate and Centaur, as at 31 March 2020. Past performance is not a reliable indicator of future returns. Investment 
performance is for illustrative purposes only and calculated by taking actual initial fees and ongoing fees into account for amount shown with 
income reinvested on reinvestment dates. Annualised return is weighted average compound growth rate over the period measured. Full details 
and basis of the awards are available from the manager. 1Inception Date: 01 December 2004. 2Benchmark: 
1 Dec 2004 – 2 July 2007: 50% ALSI (J203), 50% FINDI (J213) to 15% RESI (J258), 65% FINDI (J250), 20% SA Repo. 
3 July 2007 – 31 Oct 2018: 15% RESI (J258T), 65% FINDI (J250T), 20% SA Repo. Calculated over a 2-year rolling period. 
1 Nov 2018 – Current: 60% JSE Capped SWIX (J433T), 20% MSCI World (M1WO), 20% SteFI. Calculated over a 2-year rolling period. 
3Weekly standard deviation is the measure of how much an investment’s return varies from its average on an annualised basis. 
Highest and lowest calendar year performance since inception (as at 29 February 2020): High 46.7 Low -20.3. 

The Centaur BCI Flexible Fund decreased 17.9% over the quarter underperforming its benchmark by 1.8%. Over 

five years it remains in the top 10 performing funds in its category, materially outperforming its benchmark.  
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Asset Allocation 31 Dec’19 
%∆ over 
Quarter 31 Mar’20 Benchmark 

Fixed Income 31% 6% 37% 20% 

SA Cash & Equivalents 3% 8% 11%  

SA Bonds 7% 1% 8%  

SA Prefs & Income Funds 16% -4% 12%  

SA Property 0% 0% 0%  

Offshore Cash 5% 1% 6%  

SA Equities 48% -8% 40% 60% 

World Equities 21% 2% 23% 20% 

Total 100% 0% 100% 100% 

Over the quarter the Fund’s total equity exposure decreased 6% to 63%. The fund pro-actively decreased equity 

content specifically on the 24th of February, whilst acquiring deeply oversold share in latter part of March. Active 

portfolio management added around 2% to returns over the quarter through the selling of Sibanye, Motus and 

Woolworths prior to significant price declines and increasing exposure to Multichoice, MTN, Exor and Mr Price 

at good levels. 

The Fund’s holding in Woolworths was exited through a partial switch into Mr Price and Truworths as these 2 

ungeared retailers are trading at historically low valuations and well placed to increase market share during this 

downturn. The Fund’s holdings in Motus, Investec and BMW were exited whilst 60% of the holding in Sibanye 

was sold at excellent levels. The holdings in RMI and Standard Bank were trimmed. Existing positions in 

Multichoice, MTN, African Rainbow Minerals, EXOR and GVC Holdings were topped up at attractive levels.  

The fund benefited from an overweight holding in British American Tobacco and having no exposure to property 

or Sasol, with the latter declining 88% on the oil price collapse.  The Fund’s 4% holding in preferences shares 

disappointed relative to expectations. The holdings in Momentum Metropolitan, MTN and Standard Bank 

detracted from performance. In the offshore equity portfolio large declines in EXOR and Sberbank detracted from 

performance but we are confident they will recover. 
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Top 10 Equity Holdings - Centaur BCI Flexible Fund 

Holdings Sector % of Fund NAV 

Exor NV Offshore – Investment Services 4.7% 

British American Tobacco Tobacco 4.6% 

Momentum Metropolitan Holdings Life Assurance 4.1% 

HP Inc. Offshore – Computer Hardware 3.7% 

Sberbank of Russia Offshore – Banking 3.1% 

Spotify Technology Offshore – Broadcasting 3.0% 

GVC Holdings Offshore – Gaming 2.9% 

Sibanye Gold Mining 2.9% 

MTN Telecommunications 2.5% 

Firstrand Banking 2.2% 

 Source: Maitland and Centaur, as at 31 March 2020 
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Centaur BCI Balanced Fund 

 

Fund NAV R 967.7m (as at 31 March 2020) 

Objective The Fund targets real returns of at least 
4% per annum with volatility no greater 
than 60% of the JSE All Share Index. 

Benchmark 25% JSE All Bond Index (ALBTR), 48% 
JSE Capped SWIX (J433T), 16% MSCI 
World (M1WO) and 11% SteFI.  

 

Fees on Class A:  

Annual Fee 1.35% p.a. (excl. VAT) on the value  
of the Fund. 

Performance 
Fee 

12.5% above benchmark over rolling 
2-yr period, capped at 1% p.a. 

Inception Date 1 July 2013 
 

 

 

Performance as at 31 March 2020 1 years 3 years 5 years Inception1 

Centaur BCI Balanced Fund -13.3% -3.0% 1.6% 6.2% 

Benchmark2 -10.4% 0.4% 2.1% 6.1% 

Average Category return -10.1% -0.2% 1.8%  

Ranking in Category 142/192 142/163 41/120  

Std. Deviation3 – Centaur BCI Balanced Fund 19.9% 12.9% 11.4% 10.6% 

Std. Deviation3 – Benchmark2 17.3% 12.1% 11.2% 10.4% 
 

Source: Maitland, Moneymate and Centaur, as at 31 March 2020. Past performance is not a reliable indicator of future returns. Investment 
performance is for illustrative purposes only and calculated by taking actual initial fees and ongoing fees into account for amount shown with 
income reinvested on reinvestment dates. Annualised return is weighted average compound growth rate over the period measured. Full details 
and basis of the awards are available from the manager. 1Inception Date: 01 December 2004. 2Benchmark: 
1 Jul 2013 – 31 Oct 2018: 28% ALSI (J203T); 28% FINDI (J250T); 8% MSCI World Index; 30% JSE ALBI; 6% SA Repo rate. 
1 Nov 2018 – Current: 25% JSE All Bond Index (ALBTR), 48% JSE Capped SWIX (J433T), 16% MSCI World (M1WO) and 11% SteFI.  
 Calculated over a 2-year rolling period. 
3Weekly standard deviation is the measure of how much an investment’s return varies from its average on an annualised basis. 
Highest and lowest calendar year performance since inception (as at 29 February 2020): High 19.6 Low -5.4. 

 

The Centaur BCI Balanced Fund decreased 18.1% over the quarter underperforming its benchmark by 2.9%.  
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Asset Allocation 31 Dec’19 
%∆ over 
Quarter 31 Mar’20 Benchmark 

Fixed Income 38%   3% 41% 36% 

SA Cash & Equivalents 2%  0% 2% 11% 

SA Bonds 26%  3% 29% 25% 

SA Prefs & Income Funds 7%  -2% 5%  

SA Property 1%  -1% 0%  

Offshore Cash 2%  3% 5%  

SA Equities 39% -5% 34% 48% 

World Equities 23%  2% 25% 16% 

Total 100% 0% 100% 100% 

Equity exposure decreased 3% to 59% over the quarter with a 2% increase in the Fund’s offshore equity exposure 

counteracted by a decline in local exposure. Active portfolio management added to returns over the quarter 

through the selling of Sibanye and Woolworths prior to significant price declines and increasing exposure to 

Multichoice, Standard bank, African Rainbow Minerals and Mr Price at attractive levels. 

The fund capitalised on share price volatility to reposition into quality counters by switching the existing holding 

in Woolworths into a lesser position in Mr Price and Truworths and partially switching Exxaro into African Rainbow 

Minerals. The holdings in RMI Holdings, Sibanye and Exor were trimmed into price strength, while the existing 

positions in Multichoice, MTN and GVC Holdings and Spotify were topped up at good levels.  

The funds overweight holding in British American Tobacco assisted performance and the fund benefited from 

limited exposure to property stocks and no exposure to Sasol, with the latter declining 88%. The holdings in 

Momentum Metropolitan, MTN and Exxaro detracted from performance over the quarter. The offshore equity 

portfolio delivered fair returns given the backdrop but EXOR, Fiat Chrysler and Sberbank detracting from 

performance. The funds 5% holding in preferences shares severely disappointed relative to expectations. 
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Top 10 Equity Holdings - Centaur BCI Balanced Fund 

Holdings Sector % of Fund NAV 

British American Tobacco Tobacco 6.8% 

Exor NV Offshore – Investment Services 5.3% 

Momentum Metropolitan Holdings Life Assurance 3.9% 

HP Inc. Offshore – Computer Hardware 3.6% 

Sberbank of Russia Offshore – Banking 3.3% 

Spotify Technology Offshore – Broadcasting 2.8% 

Sibanye Gold Mining 2.8% 

Fiat Chrysler Automobiles Offshore – Consumer Goods 2.7% 

GVC Holdings Offshore – Gambling 2.7% 

African Rainbow Minerals General Mining 2.0% 

 Source: Maitland and Centaur, as at 31 March 2020 
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Major Indicators  
 

 

SA Indices   Dec’19 Mar’20 
%∆ 
Q/Q 

Return  
% YTD 

All Share Index*   57 084 44 490 -22.1% -22.1% 

FINDI 30*   73 683 61 512 -16.5% -16.5% 

All Bond Index   699  638 -8.7% -8.7% 

    *Excludes dividends re-invested 
 

 

Global Indices   Dec’19 Mar’20 
%∆ 
Q/Q 

Return  
% YTD 

S&P 500 (US)*   3 231 2 585 -20.0% -20.0% 

FTSE (UK)*   7 542 5 672 -24.8% -24.8% 

DAX (GER)*   13 249 9 936 -25.0% -25.0% 

    *Excludes dividends re-invested 
 

 

Exchange Rates 
 

 Dec’19 Mar’20 
%∆ 
Q/Q 

Return  
% YTD 

Rand/USD 
 

 14.00 17.84 -21.5% -21.5% 

Rand/EUR   15.70 19.68 -20.2% -20.2% 

USD/EUR   1.12 1.10 1.6% 1.6% 
 

 

Commodities 
 

 Dec’19 Mar’20 
%∆ 
Q/Q 

Return  
% YTD 

Gold 
 

 1 517 1 577 3.9% 3.9% 

Platinum (USD/oz)   967  723 -25.2% -25.2% 

Brent Crude (USD/bbl)   66.4 21.5 -67.7% -67.7% 
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Centaur Asset Management (Pty) Ltd is an authorised Financial Service Provider FSP 647. 

 
Tel:  021 685 2408  

E-Mail: admin@centaur.co.za 

Website: www.centaur.co.za 

Physical address:  Great Westerford Building, 240 Main Road, Rondebosch, Cape Town, 7700. 

Postal address:  P.O. Box 35, Newlands, 7725. 

 

 Annualised performance is the return that would have been achieved if invested for the full 12month period. 

 Additional information, including application forms, annual or quarterly reports can be obtained from BCI, free of 

charge or can be accessed on our website www.centaur.co.za. 

 Valuation takes place daily and prices can be viewed on BCI’s website (www.bcis.co.za) or in the daily newspaper. 

 Actual annual performance figures are available to existing investors on request. 

 Upon request the Manager will provide the investor with portfolio quarterly investment holdings reports. 

 

Management Company Information 

Boutique Collective Investments (RF) (Pty) Limited 

Catnia Building, Bella Rosa Office Park, Durban Road, Bellville, 7530. 

Tel:  021 007 1500 / 087 057 0571 

Fax:  086 502 5319 

Email:  clientservices@bcis.co.za 

Website:  www.bcis.co.za 

 

Custodian / Trustee Information 

The Standard Bank of South African Limited 

Tel:  021 441 4100 

 

Disclaimer 

Boutique Collective Investments (RF) (Pty) Ltd (“BCI”) is a registered Manager of the Boutique Collective Investments Scheme, approved in terms of the Collective Investments Schemes Control 

Act, No. 45 of 2002 and is a full member of the Association for Savings and Investment SA. Collective Investment Schemes in securities are generally medium to long term investments. The 

value of participatory interests may go up or down and past performance is not necessarily an indication of future performance. The Manager does not guarantee the capital or the return of a 

portfolio. Collective Investments are traded at ruling prices and can engage in borrowing and scrip lending. A schedule of fees, charges and maximum commissions is available on request. BCI 

reserves the right to close and reopen certain portfolios from time to time in order to manage them more efficiently. Additional information, including application forms, annual or quarterly 

reports can be obtained from BCI, free of charge. Performance fees are calculated and accrued on a daily basis based upon the daily outperformance, in excess of the benchmark, multiplied 

by the share rate and paid over to the manager monthly. Performance figures quoted are from Moneymate, as at the date of this report for a lump sum investment, using NAV-NAV with income 

reinvested and do not take any upfront manager’s charge into account. Income distributions are declared on the ex-dividend date. Actual investment performance will differ based on the initial 

fees charge applicable, the actual investment date, the date of reinvestment and dividend withholding tax. Investments in foreign securities may include additional risks such as potential 

constraints on liquidity and repatriation of funds, macroeconomic risk, political risk, foreign exchange risk, tax risk, settlement risk as well as potential limitations on the availability of market 

information. Boutique Collective Investments (RF) (Pty) Ltd retains full legal responsibility for the third party named portfolio. Although reasonable steps have been taken to ensure the validity 

and accuracy of the information in this document, BCI does not accept any responsibility for any claim, damages, loss or expense, however it arises, out of or in connection with the information 

in this document, whether by a client, investor or intermediary. This document should not be seen as an offer to purchase any specific product and is not to be construed as advice or guidance 

in any form whatsoever. Investors are encouraged to obtain independent professional investment and taxation advice before investing with or in any of BCI/the Manager’s products. 
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