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STRATEGY INFORMATION

STRATEGY PERFORMANCE AS AT 31/08/2022

Benchmark:

MSCI Emerging Frontier Market
Africa ex SA Index

Market Cap Size Bias:

Liquidity based

Number of stocks:

40 - 50

Launch Date:

31 May 2010

Strategy Assets:

US$266m (30 June 2022)

Morningstar Category:

Africa Equity

*Please note: The benchmark changed from 1-Month US$ LIBOR + 4% p.a. to the MSCI Emerging Frontier
Market Africa ex South Africa Index on 1 April 2014. The new benchmark is better aligned to the fund strategy.
The benchmark returns have been restated since the inception of the fund.

INVESTMENT DESCRIPTION

Gross Returns US$

Since
10 years Inception

3 months

1 Year

3 Years

5 years

Fund

-9.3%

-19.9%

-3.9%

0.4%

2.4%

1.6%

Benchmark*

-5.8%

-19.7%

-3.0%

-3.0%

-0.7%

-0.8%

Source: Old Mutual Investment Group. Returns for periods greater than 1 year are annualised.

RISK STATISTICS AS AT 31/08/2022 – 3 YEARS (ANNUALISED)
MEASURE

PORTFOLIO

BENCHMARK

17.7%

18.7%

Standard deviation
Tracking error

7.8%

Information ratio

-0.1

Source: Old Mutual Investment Group

The African Frontiers strategy is an actively managed equity capability
that provides exposure to a selection of fast-growing economies in Africa
(excluding South Africa). The strategy is suited to long term investors with
a relatively high risk/return profile and is managed by Old Mutual Equities,

SECTOR ALLOCATION TO 31/08/2022
Financials

31.9%

a boutique within Old Mutual Investment Group.

Consumer Staples

INVESTMENT STRATEGY

Communication Services

The aim is to maximise returns through fundamental bottom up
stockpicking. Our focus is on those companies where we have actively

Health Care

largely limited, we believe that we need to spend time in countries meeting

Industrials

to find out what is really going on and to gain a greater understanding
of specific sovereign risks and opportunities.
We invest in companies with the following characteristics:
• Showing potential to expand and grow;
• Are significantly undervalued; and
• Where a reasonable exposure can be built.

17.9%
10.7%

Cash

engaged with management. With industry and company information
with management, suppliers, customers, shareholders and other contacts

23.5%

8.1%
4.2%

Consumer Discretionary

2.6%
1.1%

Materials

Source: Old Mutual Investment Group

COUNTRY ALLOCATION TO 31/08/2022
Egypt

Kenya

13.5%

Nigeria

12.0%

Cash

10.7%

Morocco

8.1%

Mauritius

CAVAN OSBORNE
Portfolio Manager

5.3%

Senegal

4.0%

South Africa
Ivory Coast
Botswana

3.1%
2.8%
2.3%

Namibia

1.6%

Ghana

1.5%

Tanzania

1.2%

Uganda

0.8%

Zimbabwe

0.6%

Tunisia

0.5%

Source: Old Mutual Investment Group, MSCI classification

32.1%

INVESTMENT GROUP

OLD MUTUAL

AFRICAN FRONTIERS STRATEGY
INSTITUTIONAL
31 AUGUST 2022

QUARTERLY COMMENTARY (30 JUNE 2022)
African markets had another difficult quarter, in line with world markets,
as high inflation and monetary tightening weighed on market valuations.
The MSCI Africa ex SA index fell 11.5% over the quarter, compared with a
drop of 16% for world markets. The MSCI World forward P/E ratio dropped
below 15x by quarter-end, compared with a ratio of almost 20x a year ag
o. In contrast, the forward P/E ratio for the MSCI Africa ex SA Index dipped
below 11x from just over 13x a year ago, illustrating the relative protection
offered on assets with less demanding valuations.
Across African markets performance varied, with markets like Morocco and
Mauritius holding up relatively well, whereas Egypt and Kenya continued
to struggle. Morocco continues to benefit from a relatively benign macro
environment combined with a captive buy-and-hold investor base. The
Mauritian market is more concentrated and benefited from a steady
performance from MCB – the largest commercial bank in the country that
also benefits from higher oil prices through its commodity trade finance
business. In Egypt, investor sentiment has been negatively impacted by
currency devaluation and liquidity concerns, and similarly so in Kenya.
Kenya’s iconic Safaricom has also come under intense selling pressure,
falling by over 25% over the quarter as its fintech premium disappeared
and concerns about its Ethiopian expansion increased. Meanwhile, Nigeria
bucked the trend with share price increases almost across the board,
with the country’s FX restrictions meaning that the market is operating
mostly in isolation from the rest of the word. The country’s unorthodox
monetary policy has led to relatively low fixed income yields, thereby
encouraging local pension funds to invest in equities. In addition, there
have been good company-specific performances from the likes of MTN
Nigeria (with it also being awarded a mobile money licence) and brewers
like Nigerian Breweries and Guinness Nigeria.

The strategy struggled over the last two months, primarily because of its
overweight Egypt position and underweight Morocco position. In addition,
the exchange rate at which the portfolio’s Nigerian assets are valued has
weakened sharply over the period. Despite the underperformance from
our Egyptian shares, following two visits to the country over the last three
months, we remain encouraged by their robust performance and low
valuations. Our investable Egypt universe is currently trading on a forward
P/E of around 4.5x, compared with Morocco on a forward P/E of 17.5x. As
regards Nigeria, we are optimistic that the upcoming elections in early
2023 will provide the necessary catalyst for monetary and fiscal reforms,
which should improve currency liquidity and overall market efficiency.
While the current environment remains very uncertain, we are encouraged
by the strategy’s attractive valuation, with a forward P/E ratio of only 6.1x
and a dividend yield of 8.5%.

CONTACT DETAILS
Mutualpark, Jan Smuts Drive, Pinelands 7405. PO Box 878, Cape Town 8000, South Africa.
Tel: +27 21 509 5022, Fax: +27 21 509 4663, Email: futurematters@oldmutualinvest.com, Website: www.oldmutualinvest.com
DISCLAIMER: Old Mutual Investment Group (Pty) Ltd (Reg No 1993/003023/07) (FSP 604) and Old Mutual Customised Solutions (Pty) Ltd (Reg No 2000/028675/07) (FSP721), jointly referred to as
the Investment Manager, are licensed financial services providers, approved by the Financial Sector Conduct Authority (www.fsca.co.za) to provide advisory and/or intermediary services in terms
of the Financial Advisory and Intermediary Services Act 37, 2002. The above entities are wholly owned subsidiaries of Old Mutual Investments (Pty) Ltd.
Market fluctuations, changes in rates of exchange, or taxation may affect the value, price or income of underlying securities. The value of investments is dependent on the value of the underlying
securities. Past performance is not necessarily a guide to future investment performance. Securities in certain markets and unlisted securities may have increased liquidity risks and may not be
readily marketable. This may result in difficulty in obtaining reliable information about its value and/or exiting the security. Investors’ rights and obligations are set out in the relevant agreements.
Where investments comprise pooled, life wrapped products, the policies are issued, and underlying assets owned, by Old Mutual Life Assurance Company (South Africa) Ltd, who may elect to
exercise any votes on these underlying assets independently of the Investment Manager. In respect of these products, no fees or charges will be deducted if the policy is terminated within the
first 30 days.
Personal trading by staff is restricted to ensure that there is no conflict of interest. Employees are remunerated with salaries and standard incentives. Unless disclosed to the client, no commission
or incentives are paid by the Investment Manager to any persons other than its representatives. All intra-group transactions are done on an arm’s length basis. Investment administration of
our local funds is outsourced to Curo Fund Services (Pty) Ltd, 50% of which is owned by Old Mutual Investments (Pty) Ltd. The Investment Manager has comprehensive crime and professional
indemnity insurance.

