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Dr Anwah Nagia
Chairman
DTech Publ Man (hc)

Dear Fellow Investors

2016 was a year full of surprises, 

curveballs and rotations! Investors 

had to deal with the volatility driven by the growing 

trend towards nationalism and protectionism that started 

with the “surprise” Brexit vote (that has been driving the 

British Pound to record low levels), and culminated in a 

Trump presidency that might be the last straw to break the  

30+ year global bond bull market’s back. Not to mention 

the continually troubled European Union with numerous 

elections looming in 2017, the Deutsche Bank concern, 

Italian banking crisis, the Chinese economic slowdown 

and the continued effect of relatively low oil prices on 

the various oil producing countries, to name but a few. 

Locally we saw extreme moves in the Rand and bond yields 

driven by political shenanigans, and with the ANC elective 

conference looming in December 2017, there seems to be 

little respite in the near future.

Casting our eyes more towards our local markets, we saw 

not only significant relative outperformance as it pertains 

to Value style investing, but also the return to strong 

performance across Element’s funds. All seven of Element’s 

SA Unit Trusts were in the top 10% of their respective ASISA 

categories over the rolling 12 month period of calendar 

20161. We believe this bodes well as the start of a sustainable 

turnaround for Element and Value style investing. Element’s 

three year rolling performance numbers should show 

further significant improvements (all other things being 

equal) during the 2nd half of 2017 as the adverse effect of 

African Bank’s demise in August 2014 rolls out of our three 

year performance numbers. Investors might remember that 

shortly after African Bank was placed under curatorship in 

August 2014, we stated that we believed that the loss of 

capital related to ABIL was unlikely to be permanent for our 

clients, if they had the patience to allow our Unit Trust funds 

to recover performance. 

Following from that statement, the second article of this 

newsletter, by Portfolio Manager Jeléze Hattingh, goes into 

more detail on the Element Specialist Income Fund and we 

demonstrate that the full ABIL-related capital loss has been 

recovered by the Fund–with possible further upside if there 

is a recovery in the ABIL preference shares going forward. 

We are pleased to announce that the Element Specialist 

Income Fund reached its milestone three year track record 

during December 2016, and has been one of the top 5 best 

performing funds in its category over the two year period 

ending December 2016!

In our main Investment Commentary article, Terence Craig, 

our Chief Investment Officer, outlines why we believe  

“Value is no longer a Four-letter Word” for investors. 2016 

saw a material rotation of one year performance from 

Momentum to Value investment managers. The top equity 

managers for 2016 were those who invest for their clients 

based on the Value philosophy. By way of contrast, many 

of the Momentum investment managers that were at the 

top of the performance rankings in 2015 had dropped to 

the bottom 10% of the performance table in 2016. Investors 

who have not included a Value manager as part of their 

suite of investment managers would have missed out on 

material outperformance during 2016 and we argue that 

this rotation of investment styles is likely to be sustainable 

going forward. 

Moving to new offices and changing retail administration

A new year usually ushers in fresh perspectives and renewed 

energy. To that point, we have used the usual quiet end-of-

year holiday period to finalise the move to our new offices, 

which was completed during the second week of 2017.  

Our new physical address is 405 Manhattan Place, 130 Bree 

Street, Cape Town, 8000. Please note that our telephone 

number (021-426 1313) and postal address remain the same.

We are in the process of restructuring the administration 

of our Unit Trusts during the 1st half of 2017 and will keep 

you updated on the process. We believe the change will 

improve and streamline our Unit Trusts’ administration and 

compliance processes tremendously and will be for the 

long-term benefit of all our clients and investors. 

We thank you for your continued support in these interesting 

markets. We continue to remind investors to be extremely 

cautious with their investments, as asset classes remain 

expensive without the support of underlying fundamentals, 

and global political outcomes, that have macro effects on 

investments, remain uncertain and highly volatile.

As always we publish our quarterly voting track record 

in this newsletter and our long-term voting track record 

(shown since 2001) may be viewed on our website  

(www.elementim.co.za). 

Lastly, 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. 

1 Data as per MoneyMate for the period ending 31 December 2016.

A few words from our chairman



QUARTERLY NEWSLETTER DECEMBER 2016 | 02

Terence Craig
Chief Investment Officer
B Bus Sc (Hons), CA (SA), CFA

Element’s Performance

All seven of Element Investment 

Managers’ SA Domestic Unit Trust 

Funds saw a return to strong performance in calendar 2016, 

particularly relative to our SA peer group. All of our SA Unit 

trusts ended the 2016 year in the top 10% of performers in 

their respective Unit Trust categories – encouraging signs 

that both asset allocation and stock selection worked for 

Element over the last year. One swallow does not make a 

Summer, however, but as was highlighted in our 2Q2016 

Quarterly Commentary “A Return to Value”, there are 

encouraging signs that the turnaround in performance may 

prove sustainable. 

The JSE’s two major SA Equity benchmarks had poor years 

with the All Share Index (ALSI) providing a total return 

(including dividends) of +2.6% in 2016 and the Shareholder 

Weighted Index (SWIX) providing a total return of +4.1% 

for the year. Significantly both these equity indices failed 

to beat either inflation or cash returns for the year 2016. 

These returns compared with Element Earth Equity’s total 

return of +19.1% for the year. Of the major equity sectors: 

Resources returned +34.2% for the year, Financials returned 

+5.4% and Industrials lost -6.6% (all total returns, including 

dividends). 

The Value investment philosophy, which underpins Element’s 

investment style, underperformed other investment styles 

for almost 7 years from March 2009 to November 2015 – one 

of the longest periods of underperformance relative to other 

investment styles on record. This underperformance was 

experienced both globally and in SA. We have highlighted 

that investment styles are cyclical, similar to economies and 

industries, and that no one style will outperform all the time, 

but history has shown that Value tends to outperform over a 

long-term investment time horizon. We have recommended 

also to investors to diversify amongst asset managers 

by investment style as they would diversify investment 

portfolios by asset class, currency and geography (amongst 

other factors). Investors exposed to SA Equity performance 

in 2016 would have benefitted materially by the inclusion 

of an investment manager that adhered to the Value 

investment philosophy in its stock selection. In our opinion, 

investors should be looking to add a Value Investment 

manager to their combination of investment managers 

going forward, if they have not done so already. 

It is always difficult to time the market and this applies to 

timing the success of any one investment style. Frequently 

investors confuse exposure to a sector as synonymous 

with an investment philosophy and style. This appeared to 

be the case in the beginning of 2016 when the majority of 

Value investment managers had an overweight exposure 

to Resources, which contributed materially to their 

outperformance for the year. This exposure was based 

on an assessment of both absolute value (many shares 

were being priced for failure at material discounts to our 

estimates of their long-term intrinsic value) and relative 

value (the underperformance relative to other sectors was 

at all time extremes). Similarly, but by way of contrast, we 

would remind investors that Element, along with some other 

Value managers, were materially underweight Resources in 

the first half of 2008 at the peak of the commodity boom 

and just before the Global Financial Crisis. Although this 

positioning cost us performance in the short-term it was 

more than compensated by our outperformance when the 

Resource shares “fell off the cliff” in the second half of 2008. 

Investing in Resource shares

An analysis of the Total Return chart of the Resources Index 

highlights the severity of the fall-off in Resources shares in 

the 18 months to mid-January 2016. A review of the graph 

on the next page highlights the following:

 Resource shares experienced a “super-cycle” in terms 

of performance for a 10 year period from 1998 to 

2008 – largely driven by the demand for commodities  

from China.

 The Resource Index dropped -60% during the Global 

Financial Crisis (“GFC”) in a very short time period of 

only 6 months.

 The Index recovered to a 5.5 year peak, but not exceeding 

the 2008 all-time high, at the end of July 2014.

 In the 18 month period from end July 2014 to  

mid-January 2016 the Resources Index dropped -61%  

– a similar magnitude to its fall during the GFC.

 

Resource shares are more difficult to analyse than 

Financial and Industrial shares as they have an inherently 

higher forecast risk. Predicting a future commodity price 

Value is no longer a four-letter word!
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and currency carry a materially higher forecast risk than 

estimating the growth in beer consumption for a global 

brewer as an example. For this reason Beer companies 

tend to trade at higher multiples than Resource companies 

– investors will pay up for a more predictable cash flow 

stream and less for a more volatile, less predictable  

cash flow. 

However, this does not mean that investors should never 

buy Resource shares, only that the margin of safety 

required needs to account for the higher forecast risk and 

more volatile future cash flow streams. Entry (Buy) points 

are critical for investors as the entry point is the ultimate 

determinant of future returns. January 2016 proved a great 

entry point into Resource shares:

 Commodity prices had dropped materially from July 

2014 to January 2016 (although Gold had corrected 

much earlier from its peak in September 2011).

 China was forecast to be “ex-growth” and its demand for 

commodities would fall “off a cliff”.

 The Resource Index had dropped -61% in 18 months – as 

large a decline as in the GFC. Many individual shares had 

dropped much further – some dropping -90% or worse.

 Many shares including a few Global Resource 

heavyweights were being priced for failure (Anglos & 

Glencore come to mind).

 Investors/clients were querying why Element held 

Resource shares at all. This was the exact opposite 

comment we had from clients in the first half of  

2008 as Resource shares were near their all-time high 

price levels.

 The negative “noise” around Resource shares had 

become extreme. An example of this is from the 

Raging Bull winner for best equity performance for the 

three years to end December 2015 (as quoted at the 

announcement of the awards in January 2016 when 

Resource shares were at their trough):

• “Resource companies are, by nature, poor business 

models, and we are thus always sceptical of their 

ability to perform over the longer term.” The fund had 

virtually no exposure to the…Resource sector.

• This same fund returned -6.4% for 2016 – 

underperforming both the ALSI and SWIX Equity 

benchmarks. 

 We highlight the last point to show the difficulty in timing 

turnarounds of sectors and the cyclicality of returns of 

investment managers. Underperformance usually follows 

outperformance when cycles change – and vice versa. 

 We expect that the Resources’ rally has more upside 

– albeit with higher volatility. Given that the starting 

point in 2017 is materially higher than 2016, albeit off 

a low base, stock selection (rather than the sector as 

a whole) is likely to be critical to generating further 

outperformance. 

Politics affecting asset prices

Although December 2015 and “Nenegate” is only barely 

more than a year ago, it is easy to forget what many 

investment commentators were recommending at the 

beginning of 2016. The Rand was on a “one-way ticket to 

R20/US$1”, South Africa was going to be downgraded 

during the year and investors were being told that they 

should invest offshore regardless of currency or asset class 

levels. A number of products were pitched to investors 

which would provide US$ returns from a starting point of 

over R16/US$1. At the time of writing in late January 2017, 

the ZAR is around R13.50 to the dollar – investors would have 

lost -15% on the currency alone. Investing offshore provides 

material diversification benefits for SA based investors and 

should form part of any long-term balanced investment 

portfolio. Emotional or panic moves to invest more offshore 

when the commentary “noise” is at its loudest is usually a 

poor investment decision and reminds us of similar “noise” 

and panic-based moves offshore in December 2001. Those 

moves proved very costly for investors for many years 

thereafter. 

2016 proved to be a year of major political surprises – the 

two most significant globally being the vote for Britain to 

exit the EU (“Brexit”) in June and the election of Donald 

Trump as US president in November. What is clear from 

these events is that voters want change and are no longer 

happy with, nor trust, the political status quo. This followed 

SA’s own “Nenegate” in December 2015 where our Finance 

Minister was removed and after major back pedalling his 

Resource Index: Total Return Graph

Source: Element Investment Managers, IRESS, 27 January 2017
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replacement was replaced himself by Pravin Gordhan  

within four days - amid currency and banking share  

carnage. 2016 proved to be a tough year for both President 

Zuma and the ruling ANC party. However, Zuma is still 

President in 2017 and, as investors, we should expect 

material political manoeuvring over the rest of this year – 

some of which could impact our economy, our credit rating 

and asset prices. 

While political moves usually have limited long-term effects 

on asset valuations, there are instances where the political 

change is so material that it may affect the jurisdiction in 

where assets are based and valued (e.g. “Brexit” and “State 

Capture”) or change the ability of companies to secure 

the lowest input costs and thereby affect margins over the 

long-term (e.g. Trump’s proposed Protectionism and border 

taxes). The potential Brexit effect on London property prices 

can be seen clearly in the graph of one of the former stars 

of the JSE, Capital & Counties, which has material exposure 

to the London property market. Although the strength of 

the Rand (amongst other factors) also affected the share 

price – the negative impact of Brexit (to date) can be seen 

clearly on the graph. 

 

2017 has seen a continuation of the “Trump” equity rally 

that began with his election victory in November 2016. 

In our opinion, this rally has been based on “hope and/or 

illusions” rather than fundamental value. As the pie chart 

below highlights:

 Quantitative easing by central banks has led to 69% 

of US Equity returns coming from multiple expansion 

(rising PE ratios) over the last 5 years, rather than from 

Earnings and dividends (31%). 

 This compares with only 5% of US Equity returns coming 

from PE multiple expansion over the last 29 years, with 

95% coming from Earnings and Dividends. 

 Clearly the last 5 years have been abnormal in terms of 

PE multiple expansion and the corresponding impact on 

Equity returns.

 We should expect, with reflation, that PE multiples will 

likely contract over the next five years. 

 However, we have learnt that “hope” can carry markets 

for longer than seems reasonable, but given the lack of 

fundamental earnings and cash flow underpin, we would 

urge investors to be prudent with their investments. 

 

As usual, 2017 started with many investment analysts 

updating their forecasts – many with price targets or 

predictions on a 12 month view – most of which usually end 

up being wrong as they are based on extrapolating the most 

recent short-term events over the next year. At Element we 

do not believe in trying to forecast the short-term as “noise” 

can impact short-term price action relative to long-term 

intrinsic values. We believe that researching asset classes 

to identify long-term value and having the fortitude to 

avoid reacting to the short-term “noise” is the best way to 

manage capital for our investors over the long-term. 

We wish all our fellow investors a happy, healthy and 

prosperous 2017 – the Year of the Rooster – let’s hope it’s 

not a cock-up! 

Capital & Counties Properties PLC
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Jeleze Hattingh
Portfolio Manager
M Sc (Cum Laude), CFA, CMT

We are pleased to announce that 

the Element Specialist Income Fund 

(“Specialist Income”) reached its 

milestone three year track record 

during December 2016. Specialist Income was the 2nd best 

performing fund (out of 78 funds per MoneyMate) in its 

South African – Multi Asset – Income Funds category for 

the year 2016 

The Element Specialist Income Fund has delivered inflation 

beating returns since its launch three years ago, and has 

beaten its benchmark of 110% STEFI by a significant margin 

over the last two years1:

We are encouraged by Specialist Income’s relative 

performance over the last two years, where it ranked 2nd out 

of 78 funds over the last year in the ASISA South African - 

Multi-Asset - Income Fund category:

Period to 31 December 2016 Category Ranking

1 Year 2/78

Annualised 2 Years 4/70

Annualised 3 Years 39/65

Source: MoneyMate 

What happened to the performance in 2014, and more 

specifically August 2014?

As we have communicated in detail before to investors, 

Specialist Income was invested in African Bank (“ABIL”) 

Preference Shares (“ABLP”), as well as senior and 

subordinated ABIL debt instruments. In the period after 

African Bank was put under curatorship in August 2014, 

Element took a number of ABIL-related write-downs that 

had a materially negative impact on Specialist Income’s 

performance numbers. 

Specific actions included:

 We applied a 10% write-down to the Senior ABIL debt, 

carrying the holdings at 90% of face value. These 

instruments were moved into the Element Specialist 

Income ABIL Retention Fund in 3Q2014. All units in the 

Retention Fund were switched back into the main Fund 

in 2Q2016, after the instruments were converted into 

new African Bank debt instruments, and the accrued 

interest had been paid out.

 We applied a 74% write-down to the ABIL Subordinated 

debt. These instruments were moved into the Element  

Specialist Income ABIL Retention Fund in 3Q2014.  

All units in the Retention Fund were switched back into 

the main Fund in 3Q2016, after the instruments were 

converted into new African Bank debt instruments.

 We still hold the ABLPs at the suspended price of R7.80, 

implying a 91% write-down relative to face value.

Investors may recall that shortly after the demise of African 

Bank, Element wrote to our investors stating that, in our 

opinion, the loss of capital related to ABIL would not be 

permanent. Following on from that statement, the graph 

below of the monthly (Bars – Left Hand Axis) , as well 

as cumulative (Line – Right Hand Axis), performance of 

the Element Specialist Income Fund shows that the full 

capital loss relating to ABIL was recovered by the Fund 

and its cumulative performance continues to reward those 

investors who had the patience to wait for the recovery. 

Element Specialist Income Fund  
– celebrating its 3 year anniversary

1 Past performance is not necessarily a guide to future performance. Unit prices may fall as well as rise.

Performance to  
31 December 2016

Element Specialist 
Income Fund  

- Retail Class A

Benchmark  
110% STEFI

Relative to  
110% STEFI

Inflation (CPI) Relative to 
inflation

1 Year 12.4% 8.2% 4.2% 6.6% 5.8%

Annualised 2 Years 9.7% 7.6% 2.0% 5.9% 3.8%

Annualised 3 Years 6.7% 7.2% -0.6% 5.7% 1.0%

Source: MoneyMate, for the period ending 31 December 2016, on a NAV-NAV basis with distributions reinvested.
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We continue to believe that there is the potential for 

recovery above the suspended carrying price in the value 

of our ABLP holdings. 

What differentiates the Element Specialist Income Fund?

In some of our previous publications we discussed the 

importance of active management as well as asset 

allocation calls, utilising all the available asset classes. We 

have repeatedly stated that asset allocation is a critical 

investment decision – and even more so in the current low 

return environment. 

 To that point, we believe that the Element Specialist 

Income Fund is one of only a handful of “true” multi-asset 

income funds. Our active asset allocation decisions, as 

well as adhering to our value philosophy when it comes 

to instrument selection, were the main drivers of our 

outperformance. 

• The graph on the top right highlights the material 

differences in performance between the main asset 

classes over the last three years. Being invested 

in multiple asset classes not only decreased the 

Fund’s risk profile through diversification, but also 

contributed to active outperformance. As an example, 

the Element Specialist Income Fund’s 10% exposure to 

preference shares, the best performing asset class in 

2016, contributed to its outperformance over the year. 

• To illustrate the multi-asset approach further, the  

table below shows the asset class holdings in the 

Fund at 31 December 2016. Specialist Income is 

invested in a range of asset classes, which enables 

us to take advantage of valuation discrepancies  

and opportunities between different asset classes  

and markets.

Asset Class % of Fund

Cash + Call, Money Market and FRNs 64.3%

Cash + Call 5.7%

Money Market (NCDs / Short term Corporate Paper) 48.9%

Floating Rate Notes ("FRNs") 9.6%

Fixed Rate Bonds 7.7%

Inflation Linked Bonds 1.1%

Preference Shares 10.4%

Listed Property 16.6%

Local Property 13.5%

Foreign Property (in ZAR) 1.9%

Foreign Property (not in ZAR) 1.1%

Foreign Bonds 0.0%

Total Fund 100.0%

Holdings as at 31 December 2016

 We are not overly benchmark cognisant or index trackers

• Since the inception of our firm and across all of the 

funds in our product range, Element has been willing 

to take positions that deviate significantly from 

the benchmark in cases where we have had high 

conviction in our investment ideas. Specialist Income 

will similarly, from time to time, take positions that 

deviate significantly from the benchmark and/or its 

peer group.

• The above can be illustrated by our 10% holding in 

Preference Shares, which as an asset class was the 

main contributor to our outperformance in 2016.

Asset Class Annual Total ReturnElement Specialist Income Fund - Performance through time
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 We continue to tap into the combined experience and 

insights of Element’s income and equity analysts

• When investing in corporate bonds or other income 

instruments, the fixed income and equity analysts 

work together to evaluate the opportunity. This 

way the fixed income analyst is able to leverage 

off existing work by the equity analyst and his/her 

experience, and the equity analyst in turn develops a 

more comprehensive understanding of the company 

and its capital structure. This cross-pollination process 

also minimises duplication of work. 

• As far as we are aware few other managers follow 

this approach as most operate with separate Fixed 

Income and Equity teams that work independently 

of each other.

Further detail on the Element Specialist Income Fund:

 The Element Specialist Income Fund was launched in 

December 2013 after we identified a gap in our product 

range for a very low risk income fund with minimal 

exposure to equities (mostly in the form of preference 

shares).

 The Element Specialist Income Fund aims to achieve 

consistent outperformance of the money market returns 

(benchmark of 110% STEFI) over rolling three year 

periods, whilst at the same time preserving capital and 

keeping the volatility of Fund returns acceptably low. 

• The preservation of capital throughout all market 

conditions has been and will continue to be the main 

focus in managing the Fund. 

 The Fund complies with the legislation governing 

retirement funds (i.e. Regulation 28 of the Pension Funds 

Act) and can be used as either a stand-alone investment, 

or as a building block in any pension fund. 

 Lastly, the Fund does not charge any performance fees, 

and can thus be used as a Tax-Free Savings Account.

In conclusion, we believe interest rates, and specifically 

global bonds , are at the end of a multi-decade secular bull 

market. There are numerous potential triggers that can tip 

the markets into significant corrections, and we believe 

caution is warranted. 

Risk-averse investors who are looking for a safe haven 

in these uncertain times and who want to delegate the 

asset allocation function to an experienced investment 

management team, should look no further than the Element 

Specialist Income Fund. 
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Fund Reports 31 DECEMBER 2016

Earth Equity Flexible Real Income

Portfolio Manager Terence Craig
Terence Craig 

Jeléze Hattingh
Terence Craig 

Jeléze Hattingh

Inception date October 2001 October 2001 October 2002

Classification SA General Equity SA Multi-Asset Flexible SA Multi-Asset Low Equity

Benchmark FTSE/JSE All Share Index CPI+5% CPI+3%

TER 1.87% 2.05% 1.70%

Performance (Net of fees)1 FUND BENCHMARK FUND2 BENCHMARK FUND2 BENCHMARK

Since inception (un-annualised) 546.7% 833.0% 514.3% 379.8% 306.7% 213.7%

Annualised since inception 13.1% 15.9% 12.7% 10.9% 10.4% 8.4%

10 year (annualised) 4.1% 10.5% 6.2% 11.3% 7.3% 9.3%

5 year (annualised) 1.8% 13.0% 6.3% 10.7% 8.1% 8.7%

3 year (annualised) -0.5% 6.2% 2.5% 10.7% 4.6% 8.7%

Last 12 months 19.1% 2.6% 11.2% 11.6% 9.8% 9.6%

Balanced2 Specialist Income2 Global Equity

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)

TER 2.76% 1.00% 2.31%

Performance (Net of fees)1 FUND BENCHMARK FUND BENCHMARK FUND BENCHMARK

Since inception (un-annualised) 49.6% 98.4% 20.2% 24.1% 155.2% 189.8%

Annualised since inception 5.8% 10.1% 6.2% 7.4% 17.2% 19.8%

10 year (annualised) No 10 year performance yet No 10 year performance yet No 10 year performance yet

5 year (annualised) 5.9% 10.4% No 5 year performance yet 19.4% 23.4%

3 year (annualised) 1.7% 5.8% 6.2% 7.3% 8.7% 14.3%

Last 12 months 9.0% 1.5% 13.1% 8.2% -11.4% -2.6%

1Performance figures for Class A except Global Equity for Class B.
2Performance figures include weighted ABIL Retention Fund performance.

Figures quoted are from Element Investment Managers (Pty) Limited, for the period ended December 2016, 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 October 2015 to 30 September 2016.  
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.
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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.

Shari’ah Investment Track Record

Islamic Equity Islamic Balanced Islamic Global Equity

Portfolio Manager Shamier Khan Shamier Khan* Shamier Khan

Inception date February 2006 April 2010 October 2012

Classification SA General Equity SA Multi-Asset High Equity Global General Equity

Benchmark
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)

TER 2.03% 2.08% 2.30%

Performance (Net of fees) FUND BENCHMARK FUND BENCHMARK FUND BENCHMARK

Since inception (un-annualised) 91.3% 150.5% 39.7% 88.0% 92.4% 118.4%

Annualised since Inception 6.1% 8.8% 5.1% 9.9% 17.0% 20.6%

10 year (annualised) 4.5% 7.0% No 10 year performance yet No 10 year performance yet

5 year (annualised) 2.7% 9.1% 6.1% 10.6% No 5 year performance yet

3 year (annualised) 0.9% 4.5% 4.9% 5.9% 11.3% 13.2%

Last 12 months 15.0% 7.3% 15.6% 6.6% -10.8% -3.7%

1 Performance figures for Class A
* Under supervision
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Element’s Voting Record: 4Q2016

No. of meetings voted at during 4Q2016 24 100%

Voted against/abstained on at least 1 res. 18 75%

Meetings attended 1 4%

Number of resolutions 327 100%

Voted FOR management 250 76%

Voted AGAINST management 72 22%

Abstentions 5 2%

Withdrawn resolutions 0 0%

Voting Against – Selected Examples 4Q2016

Sun 
International

Director fees

Board is too large with 15 directors 
including 12 non-executive 
directors. Fees high relative to 
peers in the industry. 

Murray & 
Roberts

Remuneration policy
Excessive remuneration paid to 
CEO in a year when profits went 
backwards. 

Sasol Remuneration policy

Long-term incentives need to 
match tenure of long-term  
projects, short-term incentives 
needs to be linked better to factors 
management can control.

Responsible Investment – Fourth Quarter 2016
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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.

• 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 
14h30 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 Fund may be closed to new investments at any time in order to be managed in accordance with its mandate.
• The Minimum Disclosure Documents, as pertaining to of all the Element Unit Trusts individually, are available on www.elementim.co.za, or alternatively 

by contacting Element Investment Managers directly. These documents contain key information which should assist investors in understanding the 
respective collective investment scheme product.

• 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

• Element Unit Trusts Limited’s trustee is Nedbank Limited, PO Box 1144, Johannesburg, 2000, Tel: (011) 534 6557.

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.

Note that the provided information does not constitute advice. In terms of the Financial Advisory and Intermediary Services Act, Financial Service 
Providers’ (FSPs) should not provide advice to investors without appropriate risk analysis and after a thorough examination of a particular client’s 
financial situation. All information provided is product related, and is not intended to address the specific circumstances of any potential investor.
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