
“ Valuations in many geographies and asset classes continue to price in a soft-
landing scenario.”

INTELLIGENT IMPACT THAT MATTERS

Overview 

Banking crisis   

On 8 March, Silicon Valley Bank announced a $1.75 
billion capital raising. While this amount may not 
seem significant, it ultimately led to the downfall 
of the 15th largest US bank. The root cause of 
this collapse can be traced back to years of easy 
monetary policy, during which banks locked in 
super low rates on their assets. However, the 
liability side of their balance sheets started to 
reprice as inflation surprised, and the rise in bond 
yields caught many off-guard. This event triggered 
a run on US regional banks, as well as closer 
scrutiny of problem European banks. Ultimately, 
this culminated in Credit Suisse, a 167-year-old 
European financial institution, being forced into a 
merger with UBS.   

Global central banks continued to raise rates during the 
quarter with  

Global central banks continued to raise rates during 
the quarter with the US Federal Reserve, European 
Central Bank and the South African Reserve Bank 
all increasing short rates further in a synchronised 
fight against inflation. While the US is starting to 
show signs of lower inflation, it remains stubbornly 
high in the UK. The full fallout of the normalisation 
of monetary policy still needs to play out in the real 
economy as players grapple with the new reality. 
Pressures on consumers, property companies and 
highly indebted institutions are expected to emerge 

with contagion risk should this not be quarterised. 

Markets 

Valuations in many geographies and asset classes 
continue to price in a soft-landing scenario. 
Any disappointment to this view could result in 
volatility increasing from rather subdued levels. 
For the quarter, the S&P 500 Index was up 7%. 
On the local front, the market was surprised by a 
50-basis point increase in the repo rate by the SA 
Reserve Bank (SARB)’s Monetary Policy Committee 
(MPC) in March. The market was expecting 25 basis 
points as growth remains highly constrained and 
inflation, despite being high, is not being driven by 
strong demand. The MPC, however, showed much 
higher inflation forecasts than outlined in previous 
meetings, fuelled by higher food prices, core goods 
inflation and a weaker rand. Their concern around 
higher inflation, higher expected inflation and 
(we suspect) a vulnerable rand, prompted greater 
action. This certainly signals the intention from the 
SARB to bring inflation back down to the midpoint 
of the target band, but it remains a further constraint 
on growth. Bonds returned a reasonable 3.4% for 
the quarter (with the back-end outperforming as 
global rates lower), and outperformed inflation-
linked bonds, which returned only 0.8% despite 
increased inflation expectations. 

Performance 

Returns  

The Amplify Flexible Equity Fund produced a net 
return of 2.5% over the last quarter, which was 
slightly below its peers (peer group 4.1%). The 
fund’s performance over the last year (13.3%) and 
over the last three years (26.4%) compares very 
favourably to the peers as well as the market.
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FTSE/JSE All 
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3 months +2,5% +4,1% +5,2%

12 months +13,9% +4,6% +4,9%

3 years +26,4% +15,8% +24,2%
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Top 5 winners and losers for Q1 2023  

Contributors and Detractors  

Our top four performers were all beneficiaries of a weakening 
rand and a recovering global tech sector. Despite the recovery 
we remain optimistic about the outlook for Autohome and 
Alphabet/Google, but we have taken profits on our holding in 
Meta (prematurely in hindsight).

After being one of our top contributors over the last 12 months, 
our investment in Thungela Resources detracted slightly over 
the last three months. The share remains extremely cheap, but 
as expected is highly geared to the coal price. At current lower 

coal spot prices they continue to generate 
attractive cash flows and we would expect 
good dividends at the next reporting period.

British American Tobacco had a tough start to 
the year. We remain positive on the investment 
case. If one excludes their shareholding in 
the high-growth India tobacco company, 
investors are effectively paying <5PE for the 
rest of the business. Additionally, the benefit 
of degearing, growth in reduced risk products, 
share buybacks, and a supportive dividend 
yield and valuation continue to support their 
outlook.

Transaction Capital incurred a major hit 
after reporting very disappointing results. 
Investors have to digest the more dire outlook 
for their taxi business with a lot of foreign 
shareholders exiting their potion. We believe 
the risks and rewards are now more balanced 
and tactically increased our shareholding at 
the lower levels.

Sasol pulled back after recent oil price 
weakness. A Chinese reopening could be 
supportive of oil prices.

Future Outlook and Positioning  

Further fallouts from tightened global 
monetary conditions are expected. The 
headwinds facing global risk assets are 
unlikely to abate soon. Years of excess and 

easy money are not usually dealt with in one 
year. In markets such as the US, earnings 
projections still seem way too optimistic 
given that inflationary pressures must still 
impact sky-high corporate profit margins. 

We continue to be defensively positioned. 
We have lowered our exposure to equities 
while increasing our exposure to US bonds, 
which is starting to offer decent yields. 
Investors are getting paid a decent yield to 
wait on the sidelines as global short rates 
have increased. We also maintain a high 
exposure to local bonds, which continue to 
offer an attractive real yield. Our basket of 
structured notes provides us with upside 
participation while the embedded capital 
protection offers us some comfort.

It seems likely that the path forward may 
remain bumpy for a while yet, and we will 
look for tactical and strategic opportunities 
this might create.

Top
contributors

Average 
weight

Performance
contribution

Top
detractors

Average 
weight

Performance
contribution

Autohome 2,6% 0,4% Thungela 
Resources 2,0% -0,7%

Alphabet 2,1% 0,4%
British 

American 
Tobacco

2,3% -0,5%

Abax Global 
Equity 3,2% 0,3% Transaction 

Capital 0,4% -0,2%

Meta 
Platforms 0,5% 0,3% Sasol 1,6% -0,2%

African 
Rainbow 
Capital

1,4% 0,3% KAP 0,5% -0,2%

Total 1,7% -1,8%
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Disclaimer 
Sanlam Collective Investments (RF) (Pty) Ltd (“SCI”) is a registered and approved 
Manager in terms of the Collective Investment Schemes Control Act. Collective 
investment schemes are generally medium- to long-term investments. Past 
performance is not necessarily a guide to future performance, and 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 from the Manager on request. 
Collective investments are traded at ruling prices and can engage in borrowing 
and scrip lending. The Manager does not provide any guarantee with respect to 
either the capital or the return of a portfolio. The manager has the right to close 
the portfolio to new investors in order to manage it more efficiently in accordance 
with its mandate. Income funds derive their income primarily from interest-bearing 
instruments. The yield is current and is calculated on a daily basis. If the fund holds 
assets in foreign countries it could be exposed to the following risks regarding 
potential constraints on liquidity and the repatriation of funds: macro-economic, 
political, foreign exchange. The Manager retains full legal responsibility for the co-
brand portfolio’s. 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. Forward pricing is used. 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 dividendwithholding tax. 
Amplify SCI* Strategic Income Fund Maximum fund charges include (incl. VAT): 
Manager initial fee (max.): 0.00; Manager annual fee (max.): 0.58%; Total Expense 
Ratio (TER): 0.65%. The Manager retains full legal responsibility of the third-party 
portfolio. The registered name of the fund is Amplify Sanlam Collective Investments 
Strategic Income Fund.

 *Sanlam Collective Investments 
Matrix Fund Managers is a licenced financial services provider

(FSP no: 44663) 
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