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

Lastly, he highlights the areas of the ALSI where we are
finding opportunities. Most of these opportunities are
residing in the Small and Mid-Cap sector of the market.
These investment opportunities typically have the following

Dear Fellow investors

characteristics, viz. low valuation multiples, strong business
fundamentals and robust balance sheets. The latter two are

International and domestic news flow

of key importance as local companies will need to be able

continues to be negative; however this

to weather a protracted downturn in the economy. Thus, we

has not deterred equity indices from continuing to trade

are treading carefully as it is difficult to time the recovery in

at lofty levels. In the case of the US, which is currently

the local economy and are extracting a sufficient margin of

embroiled in a trade war with China, the S&P 500 (broad

safety to compensate for this.

US market index) reached all-time highs in this quarter.
As we have mentioned in previous newsletters, negative
news-ﬂow does not imply that returns will follow the same
negative path.

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).

In this quarter’s newsletter, Andrew Bishop, one of
our portfolio managers, illustrates how our contrarian
investment philosophy unearths investment opportunities
and the significant returns that can result therefrom. This
significant outperformance has come in an environment
where domestic Equities, as an asset class have struggled
against Bonds and Cash instruments over the past five
(5) years. He also shows how the rigorous application

We welcome any feedback you may have on our newsletter
or any other aspect of our business. Please e-mail us at
info@elementim.co.za or call 021-426 1313 if you have any
comments, suggestions or questions.
We thank you for your continued support.

of our investment process has resulted in the change in
composition of the equity portfolio. Our investment process
led us to actively manage our exposure to the various
sectors during this period when the Resource shares we
held have outperformed the overall market significantly.
Notwithstanding this outperformance by the Resources
sector we continued to see the breadth of the market
narrow i.e. the performance of a small number of stocks is
driving the All Share Index (ALSI) by virtue of their significant
market capitalisation. Thus our market is dominated by a
large number of global stocks that are listed on the JSE
and form a material weight in the composition of the ALSI,
but have little exposure to the South African economy.
Good examples include Naspers/Prosus, British American
Tobacco and Richemont.
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Precious Returns
Andrew Bishop
Portfolio Manager
B Bus Sc, CA (SA), CFA

Roll forward twelve months and we see a significant
recovery in the share price from a low of R16/share to R105/
share (see chart above). This recovery has been driven
by the strong improvement in the Platinum Group Metals

Contrarian investors

(PGM) prices as well as a weaker exchange rate (R/$). The
PGM basket includes several metals which tend to occur in

Despite the overall market experiencing

the same mineral deposit as platinum. The 4e PGM basket

low single digits returns over the past

includes platinum, palladium, rhodium and gold. Historically

twelve months, over the same period we have seen the

we have focused on the platinum price as the key driver

Platinum and the Gold sector’s return 144% and 127%,

of the PGM basket, but this has changed recently with

respectively. Element made a contrarian decision to be

the significant underperformance of platinum relative to

invested in these sectors twelve months ago when it was

the other PGM prices. The platinum price has declined by

unpopular to do so. We invested in both Impala Platinum

-10% per annum (p.a.) over the past 5 years while the

(Implats) and AngloGold Ashanti (AngloGold), which have

palladium price and rhodium price has increased by

seen price increases of 246% and 132% respectively for the

10% and 21% respectively (see schedule below).

12 months to 30 September 2019.
The divergence between the platinum and palladium price
Implats reached a low of R15.91/share in August 2018 after

has been substantial with the palladium price now trading

underperforming the market since 2008 (10 years) by 97%

at a significant premium to the platinum price. Over the past

(see graph below). The share price was low due to weak

c.30 years, the only time palladium traded at a premium

earnings caused by low platinum prices and a difficult

to the platinum price was for a relatively short period

operating environment. The outlook was poor with the

of time in 2000 and 2001 – see graph on the next page.

market expectation of the platinum price remaining lower

The palladium price currently trades more than double

for longer as cars migrated from internal combustion

the platinum price and has outperformed the platinum

engines to electric engines, weakening the outlook for

price since 2009 (10 years). The soaring palladium price has

platinum demand.

been driven by increased demand from China. The Chinese
car market predominantly uses petrol engines which require
palladium for their catalytic converters. This contrasts with

Impala Platinum Share Price (R/share)

Europe where their platinum demand is higher as they
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Implats PGM Prices achieved
2013

2014

2015

2016

2017

2018

CAGR

Platinum

($/oz)

1 423

1 241

961

984

943

827

-10%

Palladium

($/oz)

737

804

586

723

975

1 185

10%

Rhodium

($/oz)

1 000

1 187

735

788

1 501

2 568

21%

Source: Company Results
Note: Prices based on average price achieved for year ended 30 June
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Asset returns
Platinum and Palladium ($/oz)
Platinum and Palladium Price

Despite the strong performance by the precious metals
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sector (e.g. AngloGold and Implats), the overall JSE
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performed poorly with a return of c.2% over the past year.
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Over this period equities underperformed both bonds
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(returns shown by the All Bond) and cash (returns shown
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Platinum
Platinum

delivered a return of 8.3% and 7.1% p.a. respectively over the
last 5 years, which is higher than the equity performance

Palladium
Palladium

of 5.3%. Notwithstanding this weak relative performance,
we remain cautious on local equities as the market PE

Source: Reuters, 30 September 2019

remains at elevated levels (16x) compared to history and
Trimming our roses

the breadth of the market continues to be narrow (i.e. the

The resources sector has outperformed the industrial sector

with little exposure to the South African economy).

market is being held up by a small number of large shares

by 86% since its low in December 2015 to 30 September
2019. This recovery in the resources sector was initially led

To 30 September 2019

by the diversified resources (e.g. BHP and Anglo American)

Performance as % p.a.

Index

but was subsequently supported by the precious metal
sector (e.g. Gold and Platinum). At Element, per the
graph below, we have taken the opportunity to reduce
our exposure to the resources sector after this period of
outperformance with our resources position reducing from
42% as at 30 Sep 2018 to 24% as at 30 Sep 2019. We have

1 year

3 years

5 years

ALSI (Equity)

1.9%

5.1%

5.3%

SWIX (Equity)

0.2%

2.6%

4.6%

SA Listed Property

-2.7%

-3.5%

3.2%

All Bond

11.4%

8.9%

8.3%

STEFI

7.4%

7.4%

7.1%

Source: Reuters, 30 Sep 2019

used our proceeds from the resources sector to increase
our positions in financials sector (see chart below).

The key contributors to the ALSI’s performance over the
past 12 months has been Naspers, precious metal miners
(Gold and Platinum), Anglo American, MTN and Capitec.

Element Investment Managers: Sector Allocation

Naspers performance has benefited from its investments
offshore in China (e.g. Tencent) and precious metal miners
has benefited from higher commodity prices (e.g. gold and
platinum) as well as a weaker exchange rate.

30 September 2019

30 September 2018
Source: EIM, 30 September 2019

12 Months to 30-Sep-19

Biggest Contributors to ALSI Performance

ALSI 12m Return: 1.9%

1

2

3

4

5

6

7

8

9

10

Share

NPN

ANG

IMP

AGL

GFI

AMS

MTN

SGL

NHM

CPI

Weight

18.2%

0.7%

0.3%

4.4%

0.4%

0.4%

2.2%

0.2%

0.2%

0.8%

Relative Performance

12.3%

131.4%

244.6%

13.6%

124.2%

100.4%

14.4%

142.9%

105.2%

25.7%

ALSI Performance Without

-0.9%

-2.0%

-2.8%

-3.9%

-4.6%

-5.1%

-5.8%

-6.2%

-6.5%

-6.9%

Source: EIM/Reuters, 30 September 2019
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Shares with a large domestic exposure have tended to

it (1) indicated confidence in South Africa with a large

underperform over the past couple of years. These local

multinational willing to invest further in the country when

companies tend to be smaller than their larger global/

the local news was poor and (2) indicated that there was

multinational counterparts. We can see evidence of this

value in the Mid-cap sector where strong South African

with the Small and Mid-Cap sector underperforming the

businesses trade at low prices relative to history due

ALSI and ALSI40 index over the past five years. The chart

to a poor short-term earnings outlook. Pioneer is a food

below depicts the Small Cap index relative to the ALSI40

producer which owns several strong domestic food brands

index. After reaching a peak in 2017 the index has retracted

such as White Star, Sasko, Weetbix, ProNutro, Safari,

to levels last seen in June 2008.

Liqui Fruit and Ceres. Pepsico offer of R110/share was a
57% premium to the share price on 12 Jul 2019 (prior to
cautionary announcement) – see chart below. At Element,

Small Cap Index relative to TOP40
-

Value
ZAR

we have increased our exposure to Small and Mid-cap
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shares over the past 12 months. Alexander Forbes, Adcock
Ingram and Afrox are good examples of Small and Mid-cap
shares that are included in our top 10 holdings. We believe
these companies have strong market positions, good
balance sheets and appealing valuations.
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We have highlighted that the bond market has outperformed
the ALSI over several time periods (e.g. 1, 3 and 5 years).
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Government bonds have performed well despite a weaker
outlook for South African tax revenues (low economic
certain State-Owned Enterprises). The strong bond market
performance has been driven by lower global interest rates.
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Developed market interest rates remain low with NEGATIVE
interest rates on certain bonds (e.g. Germany and Japan).

At Element, we have stuck to our long-term contrarian,
value-driven investment philosophy and investment process

Investment Opportunities

for over two decades and we will continue to do so. We
documented in our 2Q2019 Newsletter how this philosophy

As

contrarian

investors,

we

continue

to

look

for

has helped us to avoid many of the “Fallen Angels”. This

opportunities in the unpopular Small and Mid-cap sector

quarter we have highlighted how following this process

due to the underperformance of these sectors and relatively

has positively contributed to our portfolios by investing in

low valuations. However, we tread carefully as it is difficult

certain sectors (e.g. resources) when it was unpopular to do

to time the recovery in the local economy. We prefer

so. Larger global companies continue to outperform small

companies with strong business fundamentals and balance

local companies, which is a trend we noted in our 1Q2019

sheets, which could weather a protracted downturn in the

Newsletter. We continue to find value in a number of these

local economy, as well as low valuation multiples.

smaller local companies but remain cautious due to the
weak domestic market conditions, which could continue for

Positive news is scarce in the local economy. The RMB/BER

a protracted period.

Business Confidence Index remains at levels lower than
those experienced in the Global Financial Crisis (GFC) and
last seen in 1999 (20 years ago). We were encouraged by
PepsiCo’s R110/share offer for Pioneer that was announced
on 19 July 2019. This was positive for two reasons as
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Fund Reports

Portfolio Manager
Inception date
Classification
Benchmark

30 SEPTEMBER 2019
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
Andrew Bishop*

Terence Craig
Andrew Bishop*

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

1.86%

Performance (Net of fees)

1

FUND

Annualised since Inception

2.09%

BENCHMARK

1.64%

BENCHMARK

FUND

BENCHMARK

2

11.6%

14.3%

11.8%

10.7%

9.9%

8.3%

Annualised 15 Year

10.5%

15.2%

10.5%

11.2%

9.6%

9.1%

Annualised 10 Year

4.0%

11.5%

6.6%

10.1%

7.8%

8.1%

Annualised 5 Year

1.3%

5.3%

5.1%

10.0%

6.5%

8.0%

Annualised 3 Year

3.8%

5.1%

6.4%

9.7%

7.1%

7.7%

1 Year

3.6%

1.9%

3.5%

9.5%

4.3%

7.6%

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
Andrew Bishop*

Terence Craig
Andrew Bishop*

Terence Craig
Andrew Bishop*

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)

3.14%

0.96%

2.35%

TER
Performance (Net of fees)1

FUND

Annualised since Inception

BENCHMARK

6.8%

FUND

8.4%

BENCHMARK

6.3%

7.7%

FUND

BENCHMARK

15.4%

18.7%

Annualised 15 Year

No 15 year performance yet

No 15 year performance yet

No 15 year performance yet

Annualised 10 Year

No 10 year performance yet

No 10 year performance yet

No 10 year performance yet

Annualised 5 Year

6.1%

4.5%

7.1%

7.9%

10.5%

14.3%

Annualised 3 Year

8.7%

3.5%

6.7%

8.2%

10.3%

14.5%

1 Year

3.0%

1.8%

4.9%

8.1%

6.7%

9.6%

HIGH

12m rolling total rate of return

LOW

21.1%

-3.3%

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

1

FUND

2

HIGH

12.3%

LOW

HIGH

0.9%

61.3%

LOW

-11.4%

Source and Date: MoneyMate, 30 September 2019

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)

1.98%

2.05%

2.32%

Classification
Benchmark
TER
Performance (Net of fees)

FUND

Annualised since Inception
Annualised 15 Year

6.3%

FUND

7.5%

No 15 year performance yet

BENCHMARK

5.7%

8.3%

FUND

BENCHMARK

12.4%

18.6%

No 15 year performance yet

No 15 year performance yet

No 10 year performance yet

No 10 year performance yet

Annualised 10 Year

4.7%

7.7%

Annualised 5 Year

2.6%

2.2%

5.4%

4.7%

7.8%

14.2%

Annualised 3 Year

6.3%

2.3%

7.7%

4.2%

4.6%

15.1%

1 Year

6.0%

-2.3%

6.3%

0.9%

0.4%

8.3%

HIGH

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

1

BENCHMARK

21.5%

LOW

-13.3%

HIGH

15.6%

LOW

-5.5%

HIGH

39.9%

LOW

-10.8%

Source and Date: MoneyMate, 30 September 2019

Figures quoted are from Element Investment Managers (Pty) Limited, for the period ended September 2019, for a lump sum investment, using NAVNAV 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 30 September 2018.
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.
2018
- Best performing Shari’ah Balanced Fund for the 3 years ended
December 2018.
2019
- Per the Alexander Forbes survey: Best performing Shari'ah Equity
and Shari'ah Balanced Fund for the 3 years ended August 2019.
Full details and basis of the awards are available from the Manager.

Responsible Investment – Third Quarter 2019
Element’s Voting Record: 3Q2019

Voting Against – Selected Examples 3Q2019

No. of meetings voted at during 3Q2019

11

100%

Voted against/abstained on at least 1 res.

11

100%

Meetings attended

0

0%

204

100%

Number of resolutions
Voted FOR management

135

66%

Voted AGAINST management

68

33%

1

1%

0

0%

Abstentions
Withdrawn resolutions

Altron

Remuneration
Policy

Voted against the EBITDA remuneration
metrics that we do not find appropriate.

Medi-Clinic

Director

Voted against the appointment of
Mr Meintjies as at director. He was the
former CEO who was responsible for
value destruction during his tenure.

Investec

Auditor

Voted against KPMG due to their involvement
with Gupta linked companies that were
implicated in the State Capture inquiry.
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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 Sanlam Collective Investments 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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