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Fund Strategy

The Manager shall seek to achieve this objective through active management of a portfolio 
of assets which comprise a mix of securities (including collective investment schemes in 
property) that reflect the investment managers view of the relative attractiveness of the 
different sectors of the Securities Exchange and Companies, assets in liquid form, 
participatory units in collective investment schemes, listed or unlisted, excluding interests in 
a collective investment scheme in participation bonds, and any other securities which are 
considered to be consistent with the portfolio's investment objectives allowed by the Act 
from time to time. The portfolio shall invest in shariah compliant domestic and global 
equities, domestic and global property companies and listed equity capital protection 
instruments that have been approved for investment by the Shariah Supervisory Board 
(SSB) or Shariah Advisory Committee (SAC) from time to time.

The portfolio will be predominantly invested in domestic assets, but may also invest 
internationally, within the statutory investment limitations and prudential investment 
requirements. The fund may at any time hold a maximum of 25% in offshore assets. The 
portfolio may also invest in participatory interests of underlying unit trust portfolios.

Why Choose This Fund?

You should choose that fund if you are looking for a fund that generates capital growth over 
the long term in a Shari'ah compliant way, benefiting from a detailed bottom-up stock 
picking integrated in a robust risk-management framework.

Fund Objective

The objective of the Sentio Sanlam Collective Investments HIKMA Shariah General Equity 
Fund will be to achieve medium to long-term capital growth through investment across a 
number of sectors of the equity market with a reasonable level of income that complies with 
Shariah (Islamic Law) and the standards prescribed by the Accounting and Auditing 
Organization for Islamic Financial Institutions (AAOIFI).

Fees (Incl. VAT)                                                             A1-Class (%)

Maximum Initial Advice Fee

Maximum Annual Advice Fee

Manager Annual Fee

Total Expense Ratio

Transaction Cost

Total Investment Charges

Performance Fee

TER Measurement Period

3.45

1.15

1.10

1.16

0.27

1.43

—

01 January 2020 - 31 December 2022

Total Expense Ratio (TER) is the percentage value of the Financial Product that was incurred as 
expenses relating to the administration of the Financial Product. A higher TER does not necessarily 
imply a poor return, nor does a low TER imply a good return. The current TER may not necessarily be 
an accurate indication of future TER’s.

Transaction Cost (TC) is the percentage value of the Financial Product that was incurred as costs 
relating to the buying and selling of the assets underlying the Financial Product. Transaction Costs
are a necessary cost in administering the Financial Product and impacts Financial Product returns. It 
should not be considered in isolation as returns may be impacted by many other factors over time 
including market returns, the type of Financial Product, the investment decisions of the investment 
manager and the TER.

Total Investment Charges (TER + TC) is the total percentage value of the Financial Product that was
incurred as costs relating to the investment of the Financial Product.

Highest and Lowest Annual Returns

Time Period: Since Inception to 31/12/2022

Highest Annual %

Lowest Annual %

31.05

-4.18

31/12/2022

30/06/2022

31/12/2021

30/06/2021

11.98cpu

19.64 cpu

15.68 cpu

17.02 cpu

Risk Statistics (3 Year Rolling)
Standard Deviation

Sharpe Ratio

Information Ratio

Maximum Drawdown

13.91

0.90

-0.48

-12.22

Distribution History (Cents Per Unit)

Cumulative Performance (%)

Fund Benchmark

1 Year

3 Years

5 Years

Since Inception

-3.62

62.64

35.59

33.64

1.24

76.90

40.47

48.76

Annualised Performance (%)

Fund Benchmark

1 Year

3 Years

5 Years

Since Inception

-3.62

17.61

6.28

4.88

1.24

20.96

7.03

6.75

Anglo American Plc

MTN Group Ltd

Aspen Healthcare Holdings Ltd

Bidvest Group Ltd

BHP Group Limited

Dubai Islamic Bank

Clicks Group Ltd

Pepkor Holdings Ltd

Vodacom Group Ltd

Impala Platinum Holdings Ltd

4.54

4.45

4.21

4.08

3.96

3.89

3.48

3.44

3.42

3.37

Top Ten Holdings                                                                          (%)

MDD Issue Date: 24/04/2023

Asset Allocation

Portfolio Date: 31/03/2023

%

SA Equity 61.96

SA Cash 3.07

SA Property 2.62

Non-SA Equity 31.15

Non-SA Cash 0.28

Non-SA Property 0.92

Total 100.00
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Risk Profile

Aggressive
You can afford to take on a higher level of risk (ie, will have a greater exposure to equities 
in your portfolio) because of your investment time horizon or your appetite for risk. You 
know that in taking the risk, you need to be patient if you want to achieve the results. So 
you are willing to invest for the long-term and are prepared to tolerate some volatility in the 
short term, in anticipation of the higher returns you expect to receive in five years or 
beyond.

Glossary Terms

Annualised Returns
Annualised return is the weighted average compound growth rate over the period 
measured.

Asset Allocation
Asset allocation is the percentage holding in different asset classes (i.e. equities, bonds, 
property, etc.). It is used to determine the level of diversification in a portfolio.

Capital Growth
Capital growth is the profit made on an investment, measured by the increase in its market 
value over the invested amount or cost price. It is also called capital appreciation.

Distributions
The income that is generated from an investment and given to investors through monthly, 
quarterly, bi-annual or annual distribution pay-outs.

Derivatives
Derivatives are instruments generally used as an instrument to protect against risk (capital 
losses), but can also be used for speculative purposes. Examples are futures, options and 
swaps.

Feeder Fund
A feeder fund is a South African-based fund that feeds exclusively into its primary 
foreignbased fund. It allows investors easy access to investing in an offshore fund, 
eliminating complicated tax and other implications. The shares of the feeder fund 
represent shares in the primary fund (called a master fund).

Liquidity
The ability to easily turn assets or investments into cash.

Information Ratio
The Information Ratio measures the market risk-adjusted performance of an investment or 
portfolio. The greater a portfolio's Information Ratio, the better its risk-adjusted 
performance has been compared to the market in general.

Maximum Drawdown
The maximum drawdown measures the highest peak to trough loss experienced by the
fund.

Money Market Instruments
A money market instrument is a low risk, highly liquid, short-term (one year or less) debt 
instrument, issued by financial institutions or governments, that tend to have lower returns 
than high-risk investments.

Participatory Interests
When you buy a unit trust, your money is pooled with that of many other investors. The 
total value of the pool of invested money in a unit trust fund is split into equal portions 
called participatory interests or units. When you invest your money in a unit trust, you buy 
a portion of the participatory interests in the total unit trust portfolio. Participatory interests 
are therefore the number of units that you have in a particular unit trust portfolio.

Regulation 28
Regulation 28 of the Pension Funds Act sets out prudent investment limits on certain 
asset classes in investment funds. It applies specifically to investments in Retirement 
Annuities and Preservation Funds. The allowed maximum exposures to certain asset 
classes is: 75% for equities; 25% for property; 45% for foreign (offshore) assets.

Sharpe Ratio
The Sharpe Ratio measures total risk-adjusted performance of an investment or portfolio. 
It measures the amount of risk associated with the returns generated by the portfolio and 
indicates whether a portfolio’s returns are due to excessive risk or not. The greater a 
portfolio’s Sharpe ratio, the better its risk-adjusted performance has been (i.e. a higher 
return with a contained risk profile, where the portfolio manager is not taking excessive 
risk to achieve those returns).

Standard Deviation
Standard deviation (also called monthly volatility) is a measure of how much returns on an 
investment change from month to month. It is typically used by investors to gauge the 
volatility expected of an investment.

Additional Information

All reasonable steps have been taken to ensure the information on this MDD is accurate. 
The information to follow does not constitute financial advice as contemplated in terms of 
the Financial Advisory and Intermediary Services Act. Use or rely on this information at your 
own risk. Independent professional financial advice should always be sought before making 
an investment decision. The Sanlam Group is a full member of the Association for Savings 
and Investment SA. Collective investment schemes are generally medium- to long-term 
investments. Please note that past performances are not necessarily a guide to future 
performances, and that the value of investments / units / unit trusts may go down as well as 
up. A schedule of fees and charges and maximum commissions is available on request 
from the Manager, Sanlam Collective Investments (RF) Pty Ltd, a registered and approved 
Manager in Collective Investment Schemes in Securities. Additional information of the 
proposed investment, including brochures, application forms and annual or quarterly 
reports, can be obtained on request from the Manager, free of charge. Collective 
investments are traded at ruling prices and can engage in borrowing and scrip lending. 
Collective investments are calculated on a net asset value basis, which is the total market 
value of all assets in the portfolio including any income accruals and less any deductible 
expenses such as audit fees, brokerage and service fees. Actual investment performance 
of the portfolio and the investor will differ depending on the initial fees applicable, the 
actualinvestment date, and the date of reinvestment of income as well as dividend 
withholding tax. Forward pricing is used. The Manager does not provide any guarantee 
either with respect to the capital or the return of a portfolio. The performance of the portfolio 
depends on the underlying assets and variable market factors. Performance is based on 
NAV to NAV calculations with income reinvestments done on the ex-div date. Lump sum 
investment performances are quoted. The portfolio may invest in participatory interests of 
other unit trust portfolios. These underlying funds levy their own fees, and may result in a 
higher fee structure for our portfolio. All the portfolio options presented are approved 
collective investment schemes in terms of Collective Investment Schemes Control Act, No 
45 of 2002 (“CISCA”). The Manager may borrow up to 10% the market value of the portfolio 
to bridge insufficient liquidity. The fund may from time to time invest in foreign countries and 
therefore it may have risks regarding liquidity, the repatriation of funds, political and 
macroeconomic situations, foreign exchange, tax, settlement, and the availability of 
information.Investments in foreign instruments are also subject to fluctuations in exchange 
rates which may cause the value of the fund to go up or down. The fund may invest in 
financial instruments (derivatives) for efficient portfolio management purposes. The 
Manager has the right to close any portfolios to new investors to manage them more 
efficiently in accordance with their mandates. Management of the portfolio is outsourced to 
Sentio Capital Management (Pty) Ltd, (FSP) Licence No. 33843, an Authorised Financial 
Services Provider under the Financial Advisory and Intermediary Services Act, 2002. 
Sanlam Collective Investments (RF) (Pty) Ltd retains full legal responsibility for the co-
named portfolio. Standard Bank of South Africa Ltd is the appointed trustee of the Sanlam 
Collective Investments scheme. Sources of Performance and Risk Data: Morningstar 
Direct, INET BFA and Bloomberg. The risk free asset assumed for the calculation of Sharpe 
ratios: STEFI Composite Index. The highest and lowest 12- month returns are based on a 
calendar year period over 10 years or since inception where the performance history does 
not exist for 10 years. Obtain a personalised cost estimate before investing by visiting 
www.sanlamunittrustsmdd.co.za and using our Effective Annual Cost (EAC) calculator. 
Alternatively, contact us at 0860 100 266. 

Investment Manager Information
Sentio Capital Management (Pty) Ltd
(FSP) License No. 33843
Physical Address: Illovo Edge, Building 3, 1st floor, 5 Harries Road, Illovo, Johannesburg, 
South Africa, 2196
Postal Address: Illovo Edge, Building 3, 1st floor, 5 Harries Road, Illovo, Johannesburg, 
South Africa, 2196
Email: Info@sentio-capital.com 
Website: www.sentio-capital.com

Manager Information
Sanlam Collective Investments (RF) (Pty) Ltd
Physical Address: 2 Strand Road, Bellville, 7530
Postal Address: P.O. Box 30, Sanlamhof, Bellville, 7532
Tel: +27 (21) 916 1800
Email: service@sanlaminvestments.com 
Website: www.sanlamunittrusts.co.za

Trustee Information
Standard Bank of South Africa Ltd
Tel: +27 (21) 441 4100
Email: compliance-sanlam@standardbank.co.za 
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Portfolio Manager Comment

“Don’t believe every worried thought you have. Worried thoughts are notoriously inaccurate.”
-Renee Jain

2023 started with pervasive bearishness across Corporates, investor sentiment and consumer 
confidence. There was an expectation of weaker earnings, lower consumption and a cold winter 
where European gas reserves would be sorely tested and likely further pressure consumers and 
potentially result in industrial outages. Instead we have been delivered a trifecta of good fortune.
Warm weather, China reopening and stronger consumer than many expected. 

Thus, as investors started the year under risked and with a market that was under owned, the lack of 
ownership was most acute in China/ EM, Europe and the UK. This positioning led to a material cover 
bid as macro seemingly turned out more benign than feared, the impulse of which triggered a beta 
chase and then the final domino, an inflow kicker. Initially the worst performing sectors of 2023 
perfectly mirroring the best performing sectors of 2022 (energy and mining), driven primarily by 
liquidity and FOMO (Fear of Missing Out), as Long-only funds started reducing their cash piles in the 
latter half of the January.

Economic data in February highlighted the resiliency of the labour market, while some high-frequency 
data, such as job postings, were indicating that the labour market was not as strong as the official
data suggests and revisions moving in the wrong direction with regards to inflation. With this, the 
mortgage rate moved back above 7% and US home prices fell YoY for the first time since 2012.

March then saw the largest bank collapse since 2008, the largest 2y UST yield drop since 1987 and 
two of the largest European banks pushed into a merger for the sake of broader systemic stability. In 
that period, 2-year Treasury yields slumped nearly 60bp on 13 March - their biggest one-day slump 
since 2001 (actually, the decline of ~100 basis points over three days was the steepest since the 
stock-market crash of October 1987), dipping as low as 3.70%vs >5% ten days earlier. Similarly, the 
2/10-year spread also narrowed considerably after hitting a fresh post-1981 record inversion in the 
previous week as 10-year yields fell from 4% to 3.4%. The 2/10yr inversion, >100bp only a week 
earlier, had closed at -43bp.These swings lifted the Treasury implied volatility MOVE index to its 
highest level since 2008 while the equity related VIX remained well below its highs of last year. 

The above banking turmoil has a variety of financial and economic implications, in our view. 
Financially, this was a VaR shock that started in rates as SVB's collapse forced a rethink on the path 
of the Fed Funds Rate. Economically, the implications are complex and it is worth looking at the 
underlying factors driving the failure.

What happened at SVB?
SVB’s demise in the words of the Fed’s top banking regulator, Michael Barr, was a “textbook case of
mismanagement”. A function of a classic asset/ liability mismatch (borrowing short-term and lending 
long-term) that was exposed by a run on liquidity. SVB took in deposits, from venture capital firms in 
particular, - increasing 3x from 2019 to 2021 in a low rate, risk-on environment -, and invested a large 
part of these in long dated UST’s. When interest rates started to rise, the tougher operating 
environment for VC’s meant that they started to draw down on deposits to fund operations.

To meet the liquidity demands, the bank started selling those bonds, alas, with yields spiking (and
prices falling), they incurred capital losses. Attempts to address those losses by raising additional 
capital in markets started a panic and a “run on the bank”,  exacerbated by the fact that only 2.7% of 
SVB’s deposits were FDIC insured. On 9 March, SVB saw withdrawals of a massive ~$42bn and the 
bank was taken over by the FDIC on March 10to restore calm. However, across the investing world 
fear spread about “who will be the next one?”

Could the failure of SVB signify a bigger problem?
There are roughly 5000 banks operating in the USA, with the vast majority being smaller, regional 
banks. For large banks, very liquid balance sheets imply that they will not need to sell their holdings of 
securities for funding purposes. As a result, the large unrealized losses on the bonds held by banks
are unlikely to turn into actual losses. Equally, the hit to the book value of banks from mark-to-market 
losses on their bond portfolios is temporary and will disappear over time as the market and book 
values of these securities converge. Therefore the largest banks are unlikely to significantly restrict the 
provision of credit to the economy at least  initially, given their strong capital positions, calm funding 
markets, and the still solid debt-servicing capacities of businesses and households.

Alas, smaller banks are in a less advantageous position and it will depend on how much pressure they 
will remain under. Rising interest rates have left banks laden with low-interest bonds that can’t be sold 
in a hurry without losses. So if too many customers tap their deposits at once, it risks a vicious cycle. 
Even if the new BTF program from Fed and Treasury reduces the risk of a fast-paced run and bank 
failure like that seen last month, continued pressure on small bank deposit bases could persist.

And while any potential FDIC insurance changes might try mitigate deposit flight, the root cause of the 
issues (higher rates, tougher funding backdrop, lower commercial property values) remain. To avoid 
facing a major run on deposits, banks will be forced to compete harder for them by offering higher 
interest payments to savers, which in turn would erode what banks earn on (reduced) lending, thus 
slashing earnings. The result would be that a lot of the smaller banks will likely remain under 
tremendous pressure, potentially having to raise equity.

What are the broader macro implications?
The impact on economic activity could be meaningful as banks with less than $250bn in assets - the 
vast majority of US banks - account for about half of US commercial and industrial lending and the 
majority of residential and especially commercial real estate lending. And given the pressure, even if 
only a few small banks face the strongest pressure, other small banks might also be conservative 
about lending in the near term to preserve liquidity in case they need to meet depositor demands.

And a broader issue appears: Even if the current banking stresses subside, the shock will still possibly 
force a large chunk of the US banking industry into retrenchment mode. As US broker Jefferies noted 
recently: “….This is not going to be the sort of Wall Street credit crisis that we have seen in the past, 
with waves of corporate defaults and IG downgrades. Instead, this looks more like a Main Street credit 
crisis where small businesses will soon find their access to credit restrained. The regional banks that 
have been fuelling the small business boom that has been ongoing since the pandemic will be far 
more limited in their ability and willingness to lend, irrespective of their deposit stability or access to 
liquidity from the Fed”.

Why is this important?

Small businesses impact the US economy mainly through job creation: According to the SBA, small 
businesses created a net 12.9 million new jobs in the last 25 years, accounting for roughly 66% of all 
jobs created in that span. According to recent data, not only are the majority of jobs in the U.S. 

created by small businesses, but they are also a major source of innovation, economic growth, and 
national prosperity. But the top small business statistics for 2022 do more than unveil insights on what 
works and what doesn’t. They shed light on the direction of the future—vital information for those 
looking to start and run a business. Small businesses employ 61.7 million workers. That’s 46.4% of all 
US employees.

What is likely to happen?
The impact of tighter credit is likely to be uneven across industries: 2023 growth estimates assume a 
0.4pp growth drag from tighter lending standards, particularly among small and mid-size banks. The 
manufacturing and commercial real estate sectors disproportionately rely on bank lending, and tighter 
lending standards are therefore likely to disproportionately impact GDP through weaker fixed 
investment. Fortunately, access to alternative funding sources by larger firms and the fact that the
corporate sector remains in a moderate financial surplus might cushion the impact on capex. Service 
industries also heavily rely on bank lending and have disproportionately contributed to firm job growth 
(leisure and hospitality account for half of the above-trend payroll growth over the last 6 months),
suggesting a more cautious outlook for employment growth going forward. Deposit guarantees are 
likely to remain implicit for now, while in our view, there is a great likelihood of enhanced capital and 
liquidity regulation for a broader range of banks beyond the large cap banks, potentially reversing 
some of the US Agencies’ 2018 regulatory changes that increased asset thresholds for banks to be 
subject to capital and liquidity standards.

What does this mean for the S&P?
Any bank stress adds pressure to the outlook for corporate spending and the performance of 
spending beneficiaries. The outlook for corporate spending was deteriorating even prior to this 
month's banking stress. Extended debt maturities have helped S&P 500 firms keep borrow costs near 
record lows, but the desire to protect profit margins from rising interest expenses has led to an 
erosion of cash balances. S&P 500 cash fell by 12% in 2022, the largest annual decline on record, 
and cash/assets has dropped from a record high in 2021 to now the lowest level since 2010. The 20% 
yoy decline in buybacks during 4Q22 is likely one early signal of a broader slowdown in corporate 
spending. Buybacks typically lead stickier investment spending in capex and R&D. Despite a record 
$360bn in YTD authorizations, actual YTD executions seem to be running well below 2022 levels 
according to market observers. Economic data that have historically been leading indicators of capex
have also turned lower in recent months

How to position?
The overall outlook thus remains bearish for the economy and for markets. We believe that the 
financial sector stress will still lead to tightening bank lending standards, a likely credit crunch for 
small businesses and a recessionary rise in unemployment (as small businesses create two thirds of 
US jobs). A worsening macro backdrop is expected to lead equities to make new lows for the cycle 
over the coming months.

For now, the environment seems to gradually move to a more micro market with higher dispersion at 
sector, factor and single stock level but with Macro (rates/ inflation/ growth) still the week to week 
driving force of direction.  Earnings risk, recession signalling from deeply inverted yield curves, 
dampened sentiment and positioning impulse and valuation are some of the other go-to bearish 
talking points. There are equally worries about a Fed policy mistake as it continues to cite more 
lagging indicators as the outsized policy drivers and fiscal policy increasingly looming as a growth
risk. Bulls focused on positive macro surprise momentum and the accompanying support for soft/no 
landing scenarios, as well as markets moving back in line with Fed expectations on near-term rate 
path.

To note, market-implied recession risk for the next 12 months has picked up substantially with Fed 
pricing being a core driver. Historically this drove more equity drawdown risk, especially if risky assets 
were reflecting little recession risk - currently, they imply only a small probability of being in a
recession. In addition, market stress has picked up according to a large number of indicators we are
tracking, increasing the risk of further financial conditions tightening. Just to remember: Only one year 
ago, Fed funds rates were sitting at 0% and since then there were 290 global rate hikes. What seems 
clear is that on the path to normalisation things will break – as we have started to find out. This started 
a while ago with air being let out of the balloon of some of the most speculative assets, like crypto, 
VC, etc.

In South Africa, assets seem cheap, however, risk premia have risen and remain dependent on global 
developments. Naturally, much will depend on global growth and trade and while the current post-
Covid economic rebound in China could be supportive, idiosyncratic problems at home around some 
of the SOE’s in particular could render South African prospects more dire. The recent 50 bps rate hike 
did not help either.

Given the above, we remain opportunistic in our asset allocation for now, currently taking advantage 
of the apparent reduction of risk in the near-term.

However, we will keep a beady eye on the Commercial Real Estates markets in the US as a “canary
in the coal mine” as the rates backdrop is bad for this group in and of itself. In addition, the post covid 
world of hybrid work has created substantial occupancy/ vacancy / growing inventory issues, which 
subsequently presents counterparty risk for lenders on the other side, that already have deposit 
issues (adding fuel to the fire).

Thus, in the medium-term we intend to sell into equity strength we expect in one of the last major bear 
rallies and raise cash to take advantage once markets weaken as expected. Equally, central banks 
might keep tightening more in case of relief on the banks stress and thus limit upside for risky assets.
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