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A few words from our Chairman
Dr Anwah Nagia
Chairman
DTech Publ Man (hc)

Thus, there appears to be a disconnect between the
economic fundamentals and what is reflected in the
stock market.
The investment commentary article penned by our

Dear Fellow Investors

Chief Investment Officer (CIO) titled “Where to now for
investors?” highlights how cash and bonds have been

We hope you find this edition of our
quarterly newsletter both informative and insightful.

the best performing asset class in South Africa over the
past three years. He also details how in this environment
of uncertainty and stretched equity valuation levels, the

Politically, the quarter was a tale of two halves with the first

Element investment philosophy has delivered. It is pleasing

half showing great promise for a more conciliatory stance

to note that Element’s three (3) year returns to end June

from the world powers. Surprisingly, it was North Korea that

2018 for all our SA Equity Unit Trusts are back in the top

was attempting a more diplomatic stance with the supreme

quartile of performance of our peer group.

leader (sic), Kim Jong-un, meeting first with the Chinese
“President for life” Xi Jingping and then the South Korean

The second article written by one of our portfolio managers,

president, Moon Jae-in and finally the US President, Donald

Shamier Khan, details the requirements to be met in

Trump. However, the latter half of the quarter saw America

order for a share to qualify as Shari’ah-compliant. He also

engage its major trading partners, namely – China, the EU,

contrasts our approach (qualitative and quantitative) with

Canada and Mexico, in a tariff war. President Trump also

that of Accounting and Auditing Organisation of Islamic

announced his intention to withdraw the United States

Financial Institutions (AAOIFI) and the four major Shariah

from the Iranian nuclear agreement and the United Nations

Index providers (namely, Dow Jones, FTSE, S&P and MSCI).

Human Rights Council.
We continue to remind investors to be extremely cautious
However, what is interesting is that this heightened political

about their investments, as asset classes remain expensive

tension does not appear to have affected stock markets

without the support of underlying fundamentals, and global

unduly. We have used the S&P 500 as a proxy for world

political outcomes, that have macro effects on investments,

markets and the graph below shows that the market seems

remain uncertain and highly volatile.

to shrug off all bad news and continues to power ahead.
Based on our expectation of muted investment returns
for

S&P 500 Index (April – June 2018)

the

market,

we

have

positioned

our

portfolios

defensively and anticipate that they should hold up well
- 2 801.31
- 2 780.00
- 2 760.00

in the current environment of heightened uncertainty and
overvalued markets.

- 2 740.00
- 2 720.00

As always we publish our quarterly voting track record

- 2 700.00

in this newsletter and our long-term voting track record

- 2 7680.00
- 2 660.00
- 2 640.00

(shown since 2001) may be viewed on our website
(www.elementim.co.za).

- 2 620.00
- 2 600.00
- 2 580.00
- 2 560.00
21 Mar 12 20 Apr

16

May

14 22 Jun 11

19

Source: Standard and Poor, Trading view, July 2018

Jul

16 24

- 2 540.00

We thank you for your continued support in these volatile
markets. We welcome any feedback you may have on our
newsletter or any other aspect of our business. Please
e-mail me at anwah@elementim.co.za or call 021-426 1313
if you have any comments, suggestions or questions.
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Where to now for investors?
Terence Craig
Chief Investment Officer
B Bus Sc (Hons), CA (SA), CFA

SA Listed Property is barely positive over the last 3 years
(+0.9%). It is worth noting that for the 3 years ending
31 December 2017 the Listed Property sector returned
11.7% p.a. Thus, the 3 year returns for the Property sector

SA Equities have continued to deliver

have been decimated by the last six months’ material

poor returns

underperformance.

South African Equity markets continued

“Ramaphoria” fades into Reality

to deliver abysmal returns for investors in the first half of
2018 with the two primary SA Equity benchmarks, the All

South African investors and the country in general

Share Index (ALSI) and the Shareholder Weighted Index

celebrated the election of Cyril Ramaphosa as president of

(SWIX) posting negative Total returns (including dividends)

the ANC in December 2017 and then as the President of SA

of -1.7% and –4.8%, respectively. The worst performing

in February 2018 after Zuma had been recalled. The Rand

major sector over this six month period was Listed Property

strengthened, a downgrade by Moody’s was avoided and

with a punishing negative total return of -21.4%, largely as

SA-focused shares rallied – particularly Banks and Retailers.

a result of the collapse in the prices of the Resilient (sic)
group of property companies. For the six months ending

“Reality Bites” as we learnt, the hard way, is not just a movie

June 2018, the total return of these property companies

starring Johnny and Winona! There are no surprises as

were as follow (all negative): Fortress B (-62.2%); Resilient

Eskom battles with its debt burden, SAA requests another

(-56.3%); Greenbay (-46.5%) and NEPI Rockcastle (-41.0%).

bail-out with zero attempt to improve its productivity issues

The extent of the losses and the short period of time within

which are the cause of its problems, SA unemployment

which they crystalised is a stark reminder that fortunes can

remains extremely high (particularly youth unemployment

change dramatically. The Listed Property sector is another

of 17-24 year olds at >50%), land expropriation without

example of a former “market darling” of SA Equities that

compensation (“EWC”) becomes ANC policy and the petrol

has now rolled over in terms of price – a timely reminder for

price hits all-time highs (amongst many other pressing

investors that the good times do not last forever especially

SA issues) - all examples pointing to the fading of

when valuations are stretched and accounting policies

“Ramaphoria” in SA given the long-term and structural

become too “aggressive” in the pursuit of earnings growth.

nature of our economic and social problems. With a national
election a year away in 2019, the political rhetoric will be

These low returns for SA Equities have extended for the last

amplified with yet more (empty) promises from politicians

three years now - as is highlighted in the table of SA Asset

in return for (hoped for) votes.

Class returns below. For the 3 year period ending 30 June
2018, the SA Equity benchmark of ALSI (+6.7%) failed to

SA Total Returns p.a. for 3 years ending 30 June 2018

beat Cash (+7.3%) or Bonds (+7.8% per ALBI). An investor
7.8

7.3

(i.e. cash) than being invested in the SA Equity market.

6.8

6.7

6.5
5.6

We doubt these returns were not projected by many three
years ago! The low SA Equity return environment (i.e. below

3.8

3.3

Cash) is a point we highlighted as a concern for investors in

2.5

our Element 2Q2017 Newsletter - a year ago.

Financials for the last 3 years
Large size bias: ALSI Top 40 has outperformed both Mid
and Small caps

Small Cap

SA Financials

Mid Cap

SA Industrials

ALSI

Top 40

SA Resources

Resources have outperformed both Industrials and

Cash

chart are as follows:

ALBI

Further points to note from the above 3 year Total return

0.9

SA Listed Property

would have been better off with “money in the bank”

Source: FactSet, SGB Securities analysis
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Corporate takeovers continue to confirm Element’s

in 2Q2018, then a reasonable reflection of an adjusted MUR

Investment Philosophy

value range (given the peer group decline of c-80%) would
be 400c-440c. Those shareholders holding out for a higher

At Element we are focused on buying shares, based on

offer than 1700c for MUR, at the time of writing, may be

our research, that are trading at discounts to our estimates

lucky, but our opinion at Element was to take the “bird in

of long-term intrinsic value. This intrinsic value includes

the hand” and cash in our profits on our MUR holdings.

an adjustment for relevant and material Environmental,
Social and Governance (“ESG”) factors that may impact
the companies concerned. In addition, these shares should
offer an appropriate “margin of safety” before we invest –
i.e. a large enough discount to our estimate of fair value – to
allow for forecast risk and changing market and company
dynamics in future.
One can view our investment philosophy as researching
for companies that are trading at a share price below what

Construction

Price [c}

Price [c}

Company

23.3.2018

30.6.2018

% Change

Murray & Roberts

959

1 751

83%

Group Five

825

134

-84%

Aveng

109

14

-87%

Basil Read

24

4

-83%

Source: Reuters

Warning signs remain at “Act with Caution” for investors

a rational business person (or entity) would be prepared
to pay for the company in an arm’s length transaction.
A rational business person (or entity) that is prepared to
pay more than Element paid to take over a company is as
good a confirmation as any that our investment philosophy
and process is working.

While global Equity valuations remain at stretched levels by
historical measures, we caution investors that great returns
seldom come from elevated entry points. In addition, global
interest rates have started to rise – implying that high debt
levels (country, company and individual) will need to be
rolled over or renegotiated at higher interest rates (i.e. at

The most recent example of a Top 10 equity holding in

higher costs).

Element’s portfolios that was, and still is, subject to a
takeover bid, is that of Murray & Roberts (“MUR”). Although
the takeover bid is still in process at the time of writing and
a possible merger with construction peer company, Aveng,
is also being considered, Element made the investment
decision to exit its MUR positions entirely during the second
quarter of 2018.

Debt never disappears – it is ignored, conveniently, when
interest rates are low. However, as the chart below of US
companies’ maturing debt profile highlights – 70% of US
company debt (US$4 trillion) is repayable, or will need to
be renegotiated, in the next 5 years – at a higher cost than
before. This will put pressure on company earnings and
cash flow.

The original takeover offer price for MUR by the German
company Aton, was 1500c which was subsequently raised to

Maturing Debt

1700c per share. The MUR share price was 959c at close on
23 March 2018 immediately prior to the takeover bid being
announced. The return range realised by Element by selling

$1,000bn $900 bn $800 bn-

our MUR position between 1500c-1700c per share was +56%

$700 bn-

to +77% from immediately before the initial takeover offer

$600 bn$500 bn-

was made. It is worth noting that MUR’s listed construction

$400 bn-

competitors’, Group Five and Aveng, have seen their share

$300 bn-

March 2018 and a further competitor, Basil Read, has gone
into Business Rescue. Refer to the table below for the four
Construction company price moves since the bid for MUR
was announced. The “independent” valuation of MUR was
stated at the time of the Aton bid at a fair value range of

$200 bn$100 bn$0 bn2018
2019
2020
2021
2022
2013
2024
2025
2026
2027
2028
2029
2030
2031
3032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042
2043
2044
2045
2046
2047
2048+

prices collapse since the MUR bid was announced in late

$4 trillion debt (70%)
repayable in next 5 years

IG Corp

HY Corp

Lev Loans

Source: Wells Fargo Securities, Bloomberg L.P., May 2018

2000-2200c. However, if this valuation range was to be
adjusted by the relative decline of a -80% minimum price
move that the other three construction companies reflected
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Performance Start

2015/06/30

Performance End

2018/06/30

Fund

Category

Element Earth Equity SCI Fund
Element Flexible SCI Fund

Rank

# Funds

Quartile Rank

ASISA South African Equity General

32

188

1

ASISA Multi-Asset Flexible

9

90

1

Element Balanced SCI Fund

ASISA Multi-Asset High Equity

3

202

1

Element Real Income SCI Fund

ASISA Multi-Asset Low Equity

6

167

1

Element Specialist Income SCI Fund

ASISA Multi-Asset Income

6

88

1

Fund

Category

Rank

# Funds

Quartile Rank

Element Islamic Equity SCI Fund

ASISA South African Equity General

21

188

1

Element Islamic Balanced SCI Fund

ASISA Multi-Asset High Equity

7

202

1

Source: MoneyMate, 30 June 2018

In addition, the chart below highlights the extent to which

Element’s 3 year returns are back in the Top Quartile of

the global tech heavyweights (the leaders of the current

our peer group

long-term bull market) are dominating global indices. The
top 8 global tech companies (5 US and 3 Chinese) had a

It is pleasing to note that Element’s 3 year returns to end

combined valuation (as per market cap) of US$5.0 trillion at

June 2018 for all our SA Equity Unit Trusts are back in the

the end of May 2018 – more than the market cap of the entire

top quartile of performance of our peer group.

Eurozone companies and materially more than the entire
market cap of the Japanese equity market. Concentration

In the midst of the current low return environment, we

risk indeed!

continue to research for undervalued shares and other
assets for our clients and will buy these with an appropriate
margin of safety when the opportunity arises. Expensive
Tech Heavyweights dominate markets

global valuations, a handful of large caps driving indices
and nosebleed valuations highlight to us that the “movie is

FAAMG = Facebook, Apple, Amazon, Microsoft & Google
BAT = Baidu, Alibaba, Tencent

playing out the same as before”.

6.6
5.0

4.9

Investors should heed the warning signs and invest
4.5
3.6

US Tech

FAAMG + BAT

Eurozone

EM (ex. BAT)

appropriately.

Japan

Market cap ($tn - as of 6/12/2018)

Source: BofA Merrill Lunch Global Investment Strategy, Datastream, MSCI,
19 June 2018
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Shari’ah compliant funds
Shamier Khan
Portfolio Manager
B Com, CA(SA), CFA

However, the Fund is permitted to employ Shari’ahcomplaint financial instruments.
Business activity

In this article we look at the requirements

The business activity must be investigated to ensure that it

a share has to meet in order to qualify

is halaal (permissible under Shari'ah law).

as an investment for our suite of
Shari’ah compliant funds. Shari’ah is
also commonly referred to as Islamic law.

No investments will be made in companies that are
involved primarily in prohibited activities or industries not
compatible with Shari’ah as determined by the relevant

What makes a share Shari’ah-compliant?

Shari’ah Supervisory Committee.

When determining if a share is Shari’ah-compliant one

Such activities or industries include:

has to assess both the qualitative factors as well as the

Conventional financial institutions, which are interest

quantitative factors. A share has to meet both the qualitative

based, including banks, insurance companies, brokerage

and the quantitative requirements before it is approved as

and finance houses, or leasing companies;

a Shari’ah-compliant investment. Note that this is not a

Gambling, gaming or casinos;

once-off compliance assessment, but rather an on-going

The manufacturing, packing and distribution or sale of

assessment throughout the life of the investment.

non-halaal food and beverages, particularly pork and
alcoholic or other intoxicating products;

Who performs the Shari’ah-compliant assessments?
This assessment is performed by an independent Sharia’h
Committee. This Committee is typically comprised of senior
Islamic scholars. Our Sharia’h Supervisory Committee (“SSC”)
consists of Mufti Mohammed Ali (Chairman), Mufti Ashraf
Qureshi, Mufti Ahmed Suliman and Mufti Yusuf Suliman.
When performing this assessment (both qualitative and
quantitative) the scholars adhere to rules and standards
that they consistently apply. These rules and standards are

Entertainment, including cinemas, hotels, pornography,
publications

and

music,

and

the

production

or

distribution or sale of such entertainment, such as
television channels and radio stations;
The manufacturing and sale of weapons or military
equipment;
The manufacturing, packing and distribution or sale of
tobacco products;
Trading of Gold and Silver on deferred basis;
Other immoral or unethical activities.

broadly based on those of the Accounting and Auditing
Organization for Islamic Finance Institutions (“AAOIFI”).

Quantitative assessment

The assessment is performed throughout the year as
and when companies report their results. Thus, the list is

The quantitative assessment is determined by financial

always current.

ratios. These ratios cover four areas, namely, interest
bearing debt, interest earning assets, liquidity and non-

Qualitative assessment

permissible income.

The qualitative assessment is performed on the type of

These financial ratios are broadly based on AAOIFI

security and the business of the company.

standards. AAOIFI is a Bahrain based not-for-profit
organization whose stated purpose is the standardization

Type of Securities

and harmonization of international Islamic finance practices

A Shari’ah-compliant fund should acquire only the ordinary

and financial reporting in accordance to Shari’ah. The

shares of investee companies or shares that have the same

AAOIFI standards are not laws and thus competent

rights and obligations as ordinary shares. Therefore, the

authorities in Australia, Indonesia, Malaysia, Pakistan, Saudi

Fund may not purchase or acquire preferred shares or

Arabia and South Africa have issued guidelines derived

convertible notes, i.e. shares that have preferred treatment.

from the standards and publications.
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The table below details the sectors that we at Element, as well as the four major Islamic indices providers and AAOIFI
consider impermissible.
Non-compliant sectors per Element and the major index providers
Sector
Alcoholic Beverages

AAOIFI

Element

Dow Jones

FTSE

S&P

MSCI

x

x

x

x

x

x

x

x

x

x

x

Broadcasting and Entertainment
Conventional Financial Services

x

x

x

x

x

x

Gambling

x

x

x

x

x

x

Hotels

x

x

x

x

x

x

Insurance

x

x

x

x

x

x

x

x

Media Agencies (except newspapers)

x

Pork-related products

x

x

x

x

x

x

Restaurants and Bars

x

x

x

x

x

x

Tobacco

x

x

x

x

x

x

Trading of Gold and Silver on deferred basis

x

x

Weapons and Defense

X

x
x

x

x

X = denotes non-compliant sector
= denotes no specific mention of sector as a non-compliant sector
Source: Official Indices website - Dow Jones (June 2018), FTSE (June 2018), S&P (June 2018) and MSCI (May 2016), AAOIFI (October 2017) and Element
Investment Managers (June 2018)

The table above shows that there is largely consensus amongst the various Shari’ah Supervisory Committees. Based on
the table it could be argued that our SSC adopts a relatively conservative approach.

Objective of financial screening ratios
Total Assets vs. Market Capitalisation
Level of interest-bearing liabilities: This filter is necessary
to ensure that the company is not overly reliant on

Certain authorities including Element Investment Managers

interest based financing and to ensure that the financial

have opted to use total assets as opposed to market

leverage risk of the company is low in order to mitigate

capitalisation when determining the screening ratios.

the risk of bankruptcy and liquidation.
Cash and Interest Bearing Securities: This filter is

We consider total assets as a true representation of

necessary to ensure that the company is not overly

the wealth owned by the company. The ratios are

reliant on interest based investments and that the

used to determine the size of certain financial aspects

tainted returns from fixed income sources (interest-

(e.g. interest based transactions) of the company. The

bearing bank accounts, certificates of deposit, bonds,

balance sheet is generally used to determine the size

etc.) is kept to a minimum.

of the company with regards to its components. A true

Liquidity: This filter is necessary to avoid interest on the

reflection of the size of interest bearing activities is also

sale of cash or debts.

taken from the balance sheet; therefore its comparison

Impermissible income: This filter is necessary to ensure

should also be taken from the balance sheet.

that the company’s exposure to interest income and

The market capitalisation approach compares historical

other non-compliant revenue is not excessive.

debt values (per the balance sheet) with a market
determined

asset

value

(per

the

stock

market).

Per the table below it becomes clear that there is a greater

Consequently, one is not comparing two like-determined

discrepancy amongst the various Shari’ah boards with

items (i.e. apples with apples).

respect to what constitutes an acceptable ratio within the

Total assets fluctuate because of business decisions

financial screening process than when considering the

taken by the company whereas market capitalistion

qualitative factors that make a business impermissible.

fluctuates with market influences. Thus, the level of
debt may not have any direct relationship to market
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AAOIFI

Element

Dow Jones

FTSE

S&P

MSCI

Level of Interestbased debt

Total Debt/Market
Cap less than 30%

Total Debt/Total
Assets less than
33%

Total Debt/Market
Cap (avg. 24
months) less than
33%

Total Debt/Total
Assets less than
33%

Total Debt/Market
Cap (avg. 36
months) less than
33%

Total Debt/Total
Assets less than
33%

Cash and Interest
Bearing Securities

Cash and
Interest Bearing
Securities/Market
Cap less than 30%

Cash and
Interest Bearing
Securities/Total
Assets less than
33%

Cash and
Interest Bearing
Securities/Market
Cap (avg. 24
months) less than
33%

Cash and
Interest Bearing
Securities/Total
Assets less than
33%

Cash and
Interest Bearing
Securities/Market
Cap (avg. 36
months) less than
33%

Cash and
Interest Bearing
Securities/Total
Assets less than
33%

Liquidity

Total market
value of illiquid
assets, benefits
and rights/Total
Assets greater
than 30%

Net liquid assets
(cash plus current
assets less current
liabilities) have to
be less than 70%
of total assets

Account
Receivable/Market
Cap (avg. 24
months) less than
33%

Account
Receivable/Total
Assets less than
50%

Account
Receivable/Market
Cap (avg. 36
months) less than
49%

Account
Receivable/Total
Assets less than
33%

Non-compliant
activities (other
than interest
income) should
not exceed 5% of
total revenue

Total interest and
non-compliant
activities should
not exceed 5% of
total revenue

Non-compliant
activities (other
than interest
income) should
not exceed 5% of
total revenue

Total interest and
non-compliant
activities should
not exceed 5% of
total revenue

Net liquid assets
have to be less
than the market
capitalisation of
the company

Liquidity

Impermissible
Income

Total interest and
non-compliant
activities should
not exceed 5% of
total income

Total interest and
non-compliant
activities should
not exceed 5% of
total revenue

= denotes no specific mention of this ratio
Source: Official Indices website - Dow Jones (June 2018), FTSE (June 2018), S&P (June 2018) and MSCI (May 2016), AAOIFI (October 2017) and Element
Investment Managers (June 2018)

capitalization. Therefore, companies might qualify for

Non-permissible income and income purification

inclusion as Shari’ah-compliant due to a change in its
share price even though there has been no change in

Subject to an investee company satisfying the above

its debt and asset levels. Share prices are also subject

financial filters and qualitative factors, the share may

to speculators and irrational investor decisions with no

be bought regardless of the origination or source of the

discernible link to the actual business of the company.

non-compliant income. However, the fund is to purify its

Utilising the market capitalization approach introduces

investment by quantifying this tainted income and donating

more volatility into the portfolio which could result

it to charities approved by the SSC.

in unnecessary trading cost being incurred due to
increased turnover in the portfolio.

Conclusion

A criticism of the total asset approach is that it is based on

A share has to meet both the qualitative and the quantitative

historical values and does not capture the value attributable

requirements before it is approved as a Shari’ah-compliant

to internally generated intangible assets (goodwill) whereas

investment. Note that this is not a once-off compliance

the market capitalisation approach intrinsically captures

assessment,

these values. Another criticism is that the total assets

throughout the life of the investment, that is performed

approach is not based on timeous data, that is, the data is

by an independent Sharia’h Committee. This Committee is

based on the last reported/audited figures whereas market

typically comprised of senior Islamic scholars.

capitalisation is a current value.

At Element Investment Managers, we would consider

However, as mentioned above, the main criticism of the

our screening process as relatively conservative when

use of the market capitalisation approach means that

compared to the four major index providers and the AAOIFI

the numerator and the denominator are determined on

standards. However, we believe our approach best captures

different methodologies.

both the rule and spirit of the Shari’ah law.

but

rather

an

on-going

assessment
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Fund Reports

Portfolio Manager
Inception date
Classification
Benchmark

30 JUNE 2018
Element Earth Equity
Sanlam Collective
Investments Fund

Element Flexible
Sanlam Collective
Investments Fund

Element Real Income
Sanlam Collective
Investments Fund

Terence Craig
Andrew Bishop*

Terence Craig
Jeléze Hattingh

Terence Craig
Jeléze Hattingh

October 2001

October 2001

October 2002

SA General Equity

SA Multi-Asset Flexible

SA Multi-Asset Low Equity

FTSE/JSE All Share Index

CPI+5%

CPI+3%

TER

1.91%

Performance (Net of fees)

1

Since inception (un-annualised)

FUND

BENCHMARK

FUND

1.70%

BENCHMARK

FUND

BENCHMARK

2

603.9%

1009.3%

591.5%

452.0%

356.2%

251.1%

12.4%

15.5%

12.3%

10.8%

10.2%

8.3%

10 year (annualised)

4.3%

9.8%

6.6%

10.4%

7.3%

8.4%

5 year (annualised)

3.3%

11.1%

6.1%

10.4%

6.9%

8.4%

3 year (annualised)

4.7%

6.7%

7.5%

10.1%

8.5%

8.1%

1 Year

6.9%

15.0%

4.6%

9.1%

4.2%

7.1%

Annualised since inception

HIGH

12m rolling total rate of return

LOW

HIGH

37.4%

-17.1%

LOW

23.2%

HIGH

4.9%

LOW

15.1%

-2.2%

Element Balanced Sanlam
Collective Investments Fund2

Element Specialist Income
Sanlam Collective
Investments Fund2

Element Global Equity
Sanlam Collective
Investments Fund

Portfolio Manager

Terence Craig
Jeléze Hattingh

Terence Craig
Jeléze Hattingh

Terence Craig

Inception date

November 2009

December 2013

February 2011

Classification

SA Multi-Asset High Equity

South African
Multi-Asset Income

Global General Equity

Benchmark

Average of total return
of Multi-Asset High Equity
category

110% STEFI

MSCI World Index Total Return
(in ZAR)

3.10%

1.00%

2.33%

TER
Performance (Net of fees)1

Since inception (un-annualised)

FUND

10 year (annualised)

BENCHMARK

FUND

BENCHMARK

BENCHMARK

116.6%

32.4%

39.6%

204.4%

274.1%

7.2%

9.4%

6.4%

7.6%

16.2%

19.5%

No 10 year performance yet

No 10 year performance yet

5 year (annualised)

7.2%

7.8%

3 year (annualised)

9.5%

4.3%

9.4%

1 Year

3.0%

6.8%

3.2%

HIGH

12m rolling total rate of return

FUND

82.3%

Annualised since inception

1

2.07%
2

LOW

21.1%

-3.3%

Performance figures for Class A except Global Equity for Class B.
Performance figures include weighted ABIL Retention Fund performance.

No 5 year performance yet

HIGH

13.3%

18.2%

8.0%

8.5%

13.9%

8.1%

13.4%

18.1%

LOW

12.3%

No 10 year performance yet

HIGH

0.9%

61.3%

LOW

-11.4%

Source and Date: MoneyMate, 30 June 2018

2
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Element Islamic Equity
Sanlam Collective
Investments Fund

Element Islamic Balanced
Sanlam Collective
Investments Fund

Element Islamic Global Equity
Sanlam Collective
Investments Fund

Portfolio Manager

Shamier Khan

Shamier Khan

Shamier Khan

Inception date

February 2006

April 2010

October 2012

SA General Equity

SA Multi-Asset High Equity

Global General Equity

Average of Shari'ah
General Equity Funds
with a 1 year track record

Average of Shari’ah
Balanced Equity Funds
with a 1 year track record

Dow Jones Islamic Market
World Index Total Return
(in ZAR)

2.03%

2.08%

2.30%

Classification
Benchmark
TER
Performance (Net of fees)

Since inception (un-annualised)

FUND

FUND

BENCHMARK

FUND

BENCHMARK

110.2%

171.7%

54.8%

105.3%

113.0%

180.5%

Annualised since Inception

6.2%

8.4%

5.5%

9.2%

14.3%

19.9%

10 year (annualised)

3.5%

5.5%

5 year (annualised)

4.9%

7.5%

6.9%

7.9%

12.4%

18.2%

3 year (annualised)

5.6%

4.5%

7.9%

5.8%

6.70%

15.0%

1 Year

6.9%

9.3%

6.5%

8.5%

10.0%

20.5%

HIGH

12m rolling total rate of return
Performance figures for Class A
* Under supervision
1

BENCHMARK

21.5%

LOW

-13.3%

No 10 year performance yet

HIGH

15.6%

LOW

-5.5%

No 10 year performance yet

HIGH

39.9%

LOW

-10.8%

Source and Date: MoneyMate, 30 June 2018

Figures quoted are from Element Investment Managers (Pty) Limited, for the period ended June 2018, for a lump sum investment, using NAV-NAV
figures net of fees with income distributions reinvested on the ex-dividend date.
The Total Expense Ratios (TERs) are calculated for the most expensive Retail classes, and for the period 1 April 2017 to 31 March 2018. A higher TER
does not necessarily imply a poor return nor does a low TER imply a good return. The current TERs cannot be regarded as indicative of future TERs.
An annualised rate of return is the average rate of return per year, measured over a period either longer or shorter than one year, such as a month,
or two years, annualised for comparison with a one-year return.
The highest and lowest 12-month returns are based on a 12-month rolling period over 10 years or since inception where the performance history does
not exist for 10 years.
More performance related information is available from the Manager, or alternatively on the publically available Minimum Disclosure Documents.
This includes cumulative performance figures, as well as the highest and lowest annual figures over a rolling 12 month period.
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Shari’ah Investment Track Record
2000
Element awarded Futuregrowth Pure Equity Fund Mandate
- In June 2000 Element becomes the investment manager of the
Futuregrowth Pure Equity Fund (currently named the Old Mutual
Albaraka Equity Fund - a unit trust with a restricted mandate based
on Islamic principles). Element was the investment manager of this
fund until March 2005.
2003
Element establishes a joint venture with Futuregrowth and
Albaraka Bank
- In June 2003 Element established a joint venture with Futuregrowth,
Albaraka Bank and Channel Islam to market the newly named
Futuregrowth Albaraka Equity Fund to the SA Islamic community.
2004
Element wins 3 Raging Bull Awards in the Unit Trust General
Equity Sector
- In January 2004 the Futuregrowth Albaraka Equity Fund managed
by Element was awarded the ACI/Personal Finance Raging Bull
Awards for the three years ending 31 December 2003 in the General
Equity sector:
- Top Performing Fund
- Most Consistent Performing Fund
- Best Sortino Risk-Adjusted Performing Fund
2005
- Element earns a further Raging Bull Award and establishes
SA’s first Sukuk
- In February 2005 the Futuregrowth Albaraka Equity Fund managed
by Element was awarded the ACI/Personal Finance Raging Bull
Award for Most Consistent Performing Fund in the General Equity
Sector for the three years ending 31 December 2004.
- Futuregrowth decides to manage the Futuregrowth Albaraka Equity
Fund internally from April 2005.
- Element Establishes an Independent Shari’ah Supervisory Board
(“SSB”) and Internal Head of Shari’ah
- Mufti Mohammed Ali (Chairman)
Senior Lecturer: Darul Uloom Zakariyya
- Mufti Ashraf Qureshi
Member of the SA Board of Muftis
- Mufti Ahmed Suliman
Aalim & Ifta’ completed at Darul Uloom Zakariyya

- Mufti Yusuf Suliman (Internal)
CSAA (AAOIFI) and Head of Markaz Al Noor
- Element co-founds the first SA Institutional Islamic Balanced Fund
- both Reg 28 and Shari’ah compliant
- Element becomes the First SA Investment Manager to launch a
Murabaha Sukuk (a Shari’ah compliant cash investment product) in
conjunction with Nedbank.
2006
Element establishes its Islamic Equity Unit Trust
- Element launches its Islamic Equity Unit Trust Fund in February 2006.
2007
Element awarded Full AAOIFI Membership
- Element becomes the first SA Investment Manager to be awarded
Full Membership of the Accounting and Auditing Organisation for
Islamic Financial Institutions (AAOIFI).
2010
Element establishes its Islamic Balanced Unit Trust
- Element launches its Islamic Balanced Fund (Reg 28 compliant) in
April 2010.
2012
Element establishes its Islamic Global Equity Unit Trust
- Element launches its Islamic Global Equity Fund in October 2012.
2013
- Shamier Khan becomes Shari’ah Portfolio Manager in October 2013.
2014
- We invested in South Africa’s inaugural global US dollar-based
sukuk based on an attractive valuation and in order to diversify
portfolio risk.
- We entered into our first Shari’ah compliant forward exchange
contract (FEC) in order to reduce currency risk.
2015
- Element rated by PMR Africa as the best “asset management
company” in the Shari’ah sector.
2016
- Best performing Shari’ah Balanced Fund for the year.
2017
- Best performing Shari’ah Balanced Fund for the year.
- Best performing Shari’ah Equity Fund for the year.
Full details and basis of the awards are available from the Manager.

Responsible Investment – Second Quarter 2018
Element’s Voting Record: 2Q2018

Voting Against – Selected Examples 2Q2018

No. of meetings voted at during 2Q2018

15

100%

Voted against/abstained on at least 1 res.

14

93%

0

0%

267

100%

Meetings attended
Number of resolutions
Voted FOR management

181

68%

Voted AGAINST management

84

31%

Abstentions

2

1%

Withdrawn resolutions

0

0%

Quilter

Remuneration
Policy

Voted against the Quilter share option
scheme. Scheme appears to unduly favour
management. Options issued at nil cost,
long exercisable period of 10 years after
vesting and scheme can be adjusted by
Remuneration Committee.

Old Mutual

Remuneration
Policy

Remuneration Committee is able to “vary or
substitute” performance conditions “in its
discretion”.

Massmart

Directors
appointment

Voted against appointement of Mr Seabrooke
as director. He has served on board for more
than 10 years. He appears over committed
with 7 listed directorship positions including
3 listed chairman positions.
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Minimum Disclosures
STATUTORY INFORMATION
• Collective Investment Schemes in Securities (CIS) prices are calculated on a Net Asset Value (NAV) basis, which is the total value of all assets in the Fund,
including any income accrual and less all permissible deductions in terms of the Act, divided by the number of units in issue. Permissible deductions include
brokerage, MST, auditor’s fees, bank charges, trustee fees and service charges of the manager. Different classes of participatory interests apply to this Fund and
are subject to different fees and charges. Performance is shown for the most expensive class of the Fund and individual investor performance may differ as a
result of initial fees, actual investment date, date of any subsequent reinvestment and any dividend withholding tax. A schedule of fees, charges and maximum
commissions is available on request from the manager. The annual management fee is levied monthly on the daily value of the Fund, and no performance fees
are charged. Commission and incentives may be paid and if so, would be included in the overall costs.
• Performance is based on NAV to NAV calculations with income reinvestments done on the ex-div date. Performance is calculated for the portfolio and the
individual investor performance may differ as a result of initial fees, actual investment date, date of reinvestment and dividend withholding tax. The manager
has the right to close the portfolio to new investors in order to manager it more efficiently in accordance with its mandate. The Manager retains full legal
responsibility for the co-brand portfolio.
• CIS are traded at ruling prices and can engage in scrip lending and borrowing (except for the Element Islamic Funds). Transaction cut-off time is at 14h00
daily, and the Fund is valued daily at 15h00 using forward pricing. Fund prices are published each business day at www.elementim.co.za and in select media
publications.
• CIS are generally medium- to long-term investments. The value of participatory interests may go down as well as up and past performance is not necessarily a
guide to the future. The manager does not provide any guarantee with respect to the capital or the return of the Fund. Fluctuations or movements in exchange
rates may cause the value of underlying international investments to go up or down.
• The Minimum Disclosure Documents are available both on Element Investment Managers’ website (www.elementim.co.za) as well as Sanlam Collective
Investments’ website (www.sanlaminvestments.com). Alternatively investors can contact either Element Investment Managers or Sanlam Collective Investments
directly. These documents contain key information which should assist investors in understanding the respective collective investment scheme product.
• Prior to 8 July 2017 the portfolios were administered by Element Unit Trusts Limited.
• Element Investment Managers is committed to handling client complaints in a timely and fair manner and has implemented systems and procedures to satisfy
this commitment. The detailed Complaints Handling and Resolution Procedure is available on www.elementim.co.za, or can be requested directly from the
manager. Any complaint should be lodged, in writing, with the Compliance Officer at Element Investment Managers at utclientservices@elementim.co.za
• Sanlam Collective Investments’ trustee is Standard Bank of South Africa Ltd, Tel: +27 (21) 441-4100, E-mail: Compliance-SANLAM@standardbank.co.za
• Sanlam Collective Investments (RF) (Pty) Ltd is an approved Manager in terms of the Collective Investment Schemes Control Act, 2002.
2 Strand Road, Bellville 7530. P.O. Box 30, Sanlamhof, 7532. Tel: +27 (21) 916-1800, Fax: +27 (21) 947-8224
Email: service@sanlaminvestments.com. Website: www.sanlamunittrusts.co.za
GENERAL RISKS
• Macro-economic risk: Investments are sensitive to the developments in the economy, such as changes in interest rates, the value of the currency, the inflation
rate, government policies, tax rates, and the Reserve Bank’s policies, amongst others.
• Liquidity risk: The liquidity of a security (whether a share or income instrument) is a function of its trading volume. A compression in the volume of securities
available for trade could affect the manager’s ability to transact, which in turn, could lead to substantial losses for the fund.
• Third party operational risk: The Fund’s operations depend on third parties. The operational failure of a third-party may have an adverse effect on investors.
RISKS ASSOCIATED WITH INVESTING IN EQUITIES
• Non-diversification risk: The Fund aims at minimising company-specific risks through diversification. However, at times, a particular sector may comprise a
sizeable proportion of the Fund’s total assets and expose it to the risk of non-diversification.
• Corporate performance risk: When determining the intrinsic value of a company, we attribute a certain level of future operational performance for this
company.
• However, the company might not perform as per our expectations and this could negatively impact the share price and thus our fund. In the event of a company
default, the owners of the company’s shares rank last in terms of any financial payment from that company and may receive nothing upon liquidation.
• Derivatives risk: The use of derivatives may increase the overall risk in the Fund by multiplying the effect of both gains and losses.
RISKS ASSOCIATED WITH INVESTING IN INCOME INSTRUMENTS
• Market / interest rate risk: Fluctuations in the market value of the securities in which this Fund invests may have a negative impact on the fund. The income
instruments are likely to be especially sensitive to changes in interest rates or changes in market participants’ expectations of how interest rates will change
in future.
• Credit risk: There is a risk that certain corporate and other counterparties with whom the manager invests or through whom the manager transacts run into
financial difficulty, and are unable to honour their commitments in full, which will lead to a potential loss of capital.
• Loss of purchasing power of capital: There is a risk that in a high inflation environment, the securities in the Fund may appreciate at a rate lower than the
inflation rate, and as such, the purchasing power of an investor’s capital may decline.
RISKS ASSOCIATED WITH INVESTING IN INTERNATIONAL MARKETS
• Foreign currency risk: This Fund invests a proportion of its capital in stocks, which are priced in foreign currencies, and is thus exposed to the risk of currency
movement. Therefore, the value of the fund is affected by any changes in the value of foreign currencies relative to the South African Rand.
• Country and political risk: This Fund invests in stocks listed both in developed and emerging markets, across multiple jurisdictions. This gives rise to potential
macroeconomic risks, political risks, different tax regime implications, settlement risks and the potential limitation on the availability of market information.
There are risks associated with the potential deteriorating relationships between countries, which may lead to the potential of freezing of overseas financial
assets and the introduction of extraordinary exchange controls. The risk also exists that a country defaults on its financial obligations to its funders. All of the
above could adversely affect the value of the fund.
RISKS ASSOCIATED WITH INVESTING IN SHARI’AH INVESTMENTS
• An investment has to meet certain quantitative and qualitative criteria in order to qualify as a Shari’ah compliant investment. If an investment subsequently fails
to meet all these requirements then the fund will be forced to exit this position, notwithstanding the investments’ attractiveness relative to our intrinsic value.
RELATIVE PERFORMANCE RISK
• The Funds may from time to time perform significantly differently to their benchmark.
The information contained within this document has been prepared by Element Investment Managers (Pty) Ltd, does not constitute financial advice
as contemplated in terms of the Financial Advisory and Intermediary Services Act, and should be read in conjunction with the MDD and Upfront
Disclosure Document. Use of or reliance on this information is at own risk. Independent professional financial advice should be sought before making an
investment decision.
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Independent Active Investors
PO BOX 13 CAPE TOWN 8000 REPUBLIC OF SOUTH AFRICA
TEL +27 21 426 1313 FAX +27 21 426 0999 www.elementim.co.za

ELEMENT INVESTMENT MANAGERS (PTY) LTD REG. NO. 1998/006727/07
AUTHORISED FINANCIAL SERVICES PROVIDER (LICENCE NUMBER 663)
DIRECTORS: DR A NAGIA (CHAIRMAN), TR CRAIG, J HATTINGH,
J NAIDOO*, T BARLOW* (*NON EXECUTIVE)

