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What Lies Ahead 
The most important investment factor in 2019 was the 31% rise in the US S&P 500 index, which was spurred 

by a 75bps decrease in the Fed Funds rate over the year. Market commentators started the year with caution 

which highlights the difficulty in predicting short-term market movements. It is easier to identify secular trends 

and invest on the right side of these changes. At Centaur we see three key factors shaping the future, namely:  

1. The Internet is birthing unique business models such as Uber and Facebook that could not be predicted 15 

years ago. Better price discovery has resulted from consumers gaining unparalleled access to information and 

is challenging the ability of companies to retain customers. The consequence is a global secular trend of low 

inflation despite the longest US economic expansion in history, this has spilled over into SA where inflation is 

3.6%. A second consequence is an unprecedented array of free digital products such as maps and music which 

disproportionately benefits low-income consumers. The combination of the internet and artificial intelligence is 

leading to disruptive new business models which is challenging existing business and consequently companies 

have to innovate like never before to remain relevant or face decay. This has been observable in the major 

transfer of wealth from product-centric companies (Blackberry, Gillette, etc.) to customer-centric companies 

(Amazon, Google, etc.) that provide consumers with choice and efficiency.  

2. The second major factor is the environment. There is intense global pressure to curb pollution and arrest 

global warming, evidenced by the banning of single-use plastics in Europe and the adoption of carbon taxes in 

SA. This is leading to the pursuit of sustainable energy with the increasing adoption of renewable power and 

electric vehicles being just some of the intended solutions. These developments have seen a large wealth 

transfer from ill-prepared legacy polluters to environmentally friendly producers such as Tesla. 

3. The third major factor is consumer indulgence. Consumers are getting wealthier and increasingly rewarding 

themselves with exclusive brands and experiences. This is leading to the secular growth of super brands such 

as Louis Vuitton and Apple. In these instances, individuals are more concerned with gratification than price, 

leading to abnormal profits and exceptional stock market performance for these super brands.  

These secular trends are by no means comprehensive. But there are multiple consequences of these with shorter 

life cycles of businesses, the emergence of the knowledge economy, and widening disparities between countries 

who cannot keep up with the IT revolution. Only by adopting corporate strategies to embrace these paradigm 

shifts can companies thrive. This too has ramifications for governments who have to adapt by changing education 

mediums, restructure electricity grids and update tax regimes.  

At Centaur we place particular importance on management’s ability to align their corporate strategy with changing 

secular conditions. To give you an example of how our vision for the future affects our investment decision, let’s 

examine Woolworths which has four core businesses: 

a) SA food is benefitting from the trend of consumer indulgence and generates sustainable excess profits. 

Management is reinvesting into the business to remain customer-centric and protect pricing power.  

b) SA clothing is ex-growth and gradually losing market share. The best strategy is to seek incremental 

improvements to maintain profitability and balance low growth with rationalised investment.  

c) Country Road is correctly being positioned as an accessible luxury brand whilst embracing the internet as a 

key selling channel where marginal costs are low.  
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d) David Jones is a pressured department store and management are trying to re-package the brand as luxury 

to capitalize on the growth in Chinese tourism and secular demand for luxury goods. Management are 

shrinking the retail footprint, swiftly moving into e-commerce and using their success in SA to launch a high-

end food offering.  

Whilst there is execution risk, we think management have the correct strategy.  

At the sovereign level, the SA government is far behind the curve in embracing these secular shifts as regulatory 

and education systems are ill prepared for these new realities and onerously high interest rates disincentivise 

investment into new technologies. The implosion of Eskom and SAA are manifestations of a rapidly evolving 

world where geriatric state-owned companies cannot compete.  

SA’s near-term economic outlook is marred by high interest rates, continued deterioration in Eskom and policy 

mis-steps. The moribund local economy has forced us to become increasingly critical of management teams, 

consequently funds were redeployed into shares where we have greater conviction of them meeting our return 

hurdles. Centaur remains underweight domestic equities but find pockets of opportunity within SA and are 

investing accordingly. Materially lower interest rates would act as a catalyst for the domestic SA stock market 

where many mid-cap names are trading at highly depressed levels. Any reversal in global trade tensions could 

illicit a strong risk-on movement for emerging markets. We have extensive offshore holdings where we have a 

mix of value and growth stocks which should deliver strong real returns. Centaur is pleased to report a strong 

year in 2019 and think we can deliver solid real returns over the next 3 years. 

If you have any investment queries, please contact myself or address any administrative queries to Kirsty Dale 

or Megan Morris (admin@centaur.co.za).  

 

Kind regards, 

 

Roger Williams 

  

mailto:admin@centaur.co.za
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Centaur has generated solid returns by investing in Fiat Chrysler, but what does the future hold for the auto 

industry as the paradigm shift towards electric vehicles (EVs) continues to gain momentum? 

On the demand side, the future looks bright for EV disruption as sales growth is accelerating sharply from small 

bases. On the supply side, regulations in major car markets such as Europe and China are coercing vehicle 

manufactures to produce more EVs. However, industry experts believe that in order for 2030 EV policy targets 

to be hit, cumulative global investments of $2 trillion toward power generation and distribution systems will be 

required, a burden many countries will be unable to bare. Moreover, most vehicle manufacturers do not make a 

profit from the sale of EVs and may not for several years.  

Mid-price EVs on average cost $12,000 more to produce than comparable vehicles powered by internal-

combustion engines (ICEs) and automakers are struggling to recoup costs through pricing alone. Apart from a 

few premium models, OEMs stand to lose money on almost every EV sold and will be forced to absorb the losses 

as regulators pressure automakers to continue to ratchet up EV production. Although new EV models are 

launching at a rate of ~100 per annum providing variety, an EV’s purchase price and driving range remain large 

hurdles to mass adoption, and both are intimately linked to battery economics.  

Battery costs represent the largest single factor in this price differential and as industry battery prices decline 

over the next several years, the economics of EVs should become digestible for automakers and mass 

consumers. For instance, each 20 to 25 percent improvement in battery cost reduces payback via fuel and 

maintenance for consumers by one year. For now, however, the average developed market driver is facing a 6-

year payback period and an EV purchase remains unattractive. It makes sense to target high-mileage fleet 

customers where total cost of ownership is prioritised as these customer segments could become early use 

cases for high EV take-rates.  

The next several years will be a challenging transition period for automakers. Despite little consideration toward 

onerous EV economics, European regulators will continue to pressure higher EV production from automakers. 

Automakers will have to aggressively reduce costs through simplification, gaining scale and partnering to reduce 

the fixed-cost burden of R&D, tooling, and plants.  

The Centaur unit trust Funds have a 2% odd holding in Fiat Chrysler which is adapting to these challenges by 

merging with Peugeot making it the 3rd largest vehicle manufacturer in the world. The aim is to wring out €3.7 

billion of merger synergies and attaining sufficient scale to make EV’s economical. With complimentary 

businesses, global diversification, strong profitability and a proven CEO, in Carlo Tavares, there is a good chance 

this combination will be a world beater. At a forecast PE of under 3x (ex the €4.20 in proposed dividends prior 

to the merger) with exceptional executive management we think Fiat Chrysler is worth holding.  

  

Laing Walker, Head of Research 
Hons (Financial Analysis), MFin (Finance) The Road Ahead for Electric Vehicles 
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Centaur BCI Flexible Fund 
 

Fund NAV R 3 350.0m (as at 31 Dec 2019) 

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 December 2019 1 year 3 years 5 years 10 years Inception1 

Centaur BCI Flexible Fund 14.9% 7.2% 8.2% 15.5% 16.3% 

Benchmark2 10.7% 6.3% 5.3% 9.4% 11.9% 

Average Category return 8.5% 4.3% 4.4% 9.0%  

Ranking in Category 5/59 10/52 2/46 1/36  

Std. Deviation3 – Centaur BCI Flexible Fund 7.9% 8.1% 8.6% 8.9% 11.6% 

Std. Deviation3 – Benchmark2 8.5% 9.9% 11.0% 10.6% 13.4% 
 

Disclosure:  Source: Maitland, Moneymate and Centaur, as at 31 December 2019. 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 award is 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 31 December 2019): High 46.7 Low -20.3. 

The Centaur BCI Flexible Fund increased 5.7% over the quarter outperforming its benchmark by 2.1%. Over three 

and five years it remains one of the top performing funds in its category, materially outperforming its benchmark.  
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Asset Allocation 30 Sep’19 
%∆ over 
Quarter 31 Dec’19 Benchmark 

Fixed Income 30% 1% 31% 20% 

SA Cash & Equivalents 5% -2% 3%  

SA Bonds 5% 2% 7%  

SA Prefs & Income Funds 17% -1% 16%  

SA Property 0% 0% 0%  

Offshore Cash 3% 2% 5%  

SA Equities 51% -3% 48% 60% 

World Equities 19% 2% 21% 20% 

Total 100% 0% 100% 100% 

Over the quarter the Fund’s total equity exposure decreased 1% to 69% despite a 2% increase in the Fund’s 

offshore exposure. We increased offshore cash by 2% late in the quarter benefitting from Rand strength. Given 

high real interest rates and a benign inflation outlook we increased exposure to SA government bonds by 2%.  

The Fund’s holdings in Discovery and Sasol were exited as the quality of earnings is suspect, balance sheets 

are stretched and capital allocation is poor. The holdings in Quilter, African Rainbow Minerals, MMI Holdings, 

RMI Holdings and Sibanye were trimmed into price strength. The existing positions in GVC Holdings and Spotify 

were topped up at good levels. Locally the Funds capitalised on share price weakness to reposition into quality 

counters, including new positions in Netcare and Sappi whilst switching Absa into Standard Bank.  

MMI Holdings contributed strongly to performance where management’s turnaround strategy is gaining traction, 

narrowing the discount to its embedded value. Sibanye was an exceptional performer, as platinum group metals 

prices continue to rise after years of under investment. The Fund’s holdings in Woolworths, PPC and MTN 

detracted from performance over the quarter. The offshore equity portfolio performed well over the portfolio 

delivering Dollar returns of 15% with Spotify, Exor and GVC being notable performers. Active portfolio 

management added to returns over the quarter. 
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Top 10 Equity Holdings - Centaur BCI Flexible Fund 

Holdings Sector % of Fund NAV 

Sibanye Gold Mining 6.4% 

Momentum Metropolitan Holdings Life Assurance 4.8% 

Woolworths Holdings Broadline Retailers 4.2% 

Exor NV Offshore – Investment Services 4.2% 

British American Tobacco Tobacco 3.8% 

Sberbank of Russia Offshore – Banking 3.5% 

Exxaro Resources Coal  3.0% 

Firstrand Banking 2.9% 

Standard Bank Banking 2.9% 

HP Inc. Offshore – Computer Hardware 2.8% 

 Source: Maitland and Centaur, as at 31 December 2019 
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Centaur BCI Balanced Fund 
 

Fund NAV R 1 259.8m (as at 31 Dec 2019) 

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 December 2019 1 years 3 years 5 years Inception1 

Centaur BCI Balanced Fund 10.8% 5.5% 6.9% 9.8% 

Benchmark2 10.8% 7.2% 6.7% 9.1% 

Average Category return 9.5% 5.3% 5.0%  

Ranking in Category 60/190 64/158 8/113  

Std. Deviation3 – Centaur BCI Balanced Fund 7.1% 7.4% 7.9% 7.9% 

Std. Deviation3 – Benchmark2 6.8% 7.8% 8.6% 8.4% 
 

Disclosure:  Source: Maitland, Moneymate and Centaur, as at 31 December 2019. 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 award is 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 31 December 2019): High 19.6 Low -5.4. 
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The Centaur BCI Balanced Fund increased 4.7% over the quarter outperforming its benchmark by 1.5%. Over five 

years the Fund is a top 10 performing fund in its category (Source: Moneymate, 31 December 2019).  

We are pleased to inform you that effective 1 January 2020, the fee on the Centaur BCI Balanced Fund has 

been reduced to improve value for our unitholders. 

Asset Allocation 30 Sep’19 
%∆ over 
Quarter 31 Dec’19 Benchmark 

Fixed Income 37%   1% 38% 36% 

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

SA Bonds 25%  1% 26% 25% 

SA Prefs & Income Funds 7%  0% 7%  

SA Property 1%  0% 1%  

Offshore Cash 2%  0% 2%  

SA Equities 43% -4% 39% 48% 

World Equities 20%  3% 23% 16% 

Total 100% 0% 100% 100% 

Equity exposure decreased 1% to 62% over the quarter with a 3% increase in the Fund’s offshore equity exposure 

counteracted by a decline in local exposure. The local decrease was driven by the sale of the Fund’s holdings in 

Discovery and Sasol as earnings quality is suspect, balance sheets are stretched and capital allocation is poor.  

Quilter was exited over the quarter whilst holdings in African Rainbow Minerals, MMI Holdings, RMI Holdings and 

Sibanye were trimmed into price strength. Internationally the existing positions in GVC Holdings and Spotify were 

topped up. The Fund’s holding in Absa was switched into Standard Bank at attractive levels, as we have greater 

conviction in the former counter. A new holding was initiated in Netcare on price weakness. 

Over the quarter MMI Holdings contributed strongly to performance as the discount to embedded value narrowed. 

Sibanye was an exceptional performer, as platinum group metals prices continue to rise after years of under 

investment. British American Tobacco was also a notable performer. The Fund’s holdings in Woolworths, PPC 

and Stefanutti Stocks detracted from performance. The offshore equity portfolio performed robustly delivering 

Dollar returns of 15% with Spotify a standout performer. Active portfolio management added to returns over the 

quarter. 
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Top 10 Equity Holdings - Centaur BCI Balanced Fund 

Holdings Sector % of Fund NAV 

Sibanye Gold Mining 6.6% 

Exor NV Offshore - Investment Services 5.4% 

British American Tobacco Tobacco 5.2% 

Momentum Metropolitan Holdings Life Assurance 4.2% 

Woolworths Holdings Broadline Retailers 3.9% 

Sberbank of Russia Offshore - Banking 3.5% 

Exxaro Resources Coal  2.7% 

HP Inc. Offshore – Computer Hardware 2.5% 

Fiat Chrysler Automobiles Offshore – Consumer Goods 2.2% 

Brightsphere Investment Group Offshore – Financials 2.1% 

 Source: Maitland and Centaur, as at 31 December 2019 
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Major Indicators  
 

 

SA Indices  Dec’18 Sep’19 Dec’19 
%∆ 
Q/Q 

Return  
% YTD 

All Share Index*  52 737 54 825 57 084 4.1% 8.2% 

FINDI 30*  69 750 73 649 73 683 0.0% 5.6% 

All Bond Index  633 687 699 1.7% 10.3% 

    *Excludes dividends re-invested 
 

 

Global Indices  Dec’18 Sep’19 Dec’19 
%∆ 
Q/Q 

Return  
% YTD 

S&P 500 (US)*  2 507 2 977 3 231 8.5% 28.9% 

FTSE (UK)*  6 728 7 408 7 542 1.8% 12.1% 

DAX (GER)*  10 559 12 428 13 249 6.6% 25.5% 

    *Excludes dividends re-invested 
 

 

Exchange Rates 
 

Dec’18 Sep’19 Dec’19 
%∆ 
Q/Q 

Return  
% YTD 

Rand/USD 
 

14.35 15.14 14.00 8.1% 2.5% 

Rand/EUR  16.46 16.50 15.70 5.1% 4.8% 

USD/EUR  1.15 1.09 1.12 -2.8% 2.3% 
 

 

Commodities 
 

Dec’18 Sep’19 Dec’19 
%∆ 
Q/Q 

Return  
% YTD 

Gold 
 

1 282 1 472 1 517 3.0% 18.3% 

Platinum (USD/oz)  796 883 967 9.5% 21.5% 

Brent Crude (USD/bbl)  53.2 59.9 66.4 11.0% 24.9% 
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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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