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Certainty in an
uncertain world
Guesswork is no substitute 
for proven knowledge



FOCUS ON PRESCIENT

PRESCIENT haS bEEN a formidable 
force to reckon with since its launch 
in Cape Town in 1998. It has been a 

trend-setter in various fields locally, and is 
now looking to spread its wings into sub-
Saharan Africa, Europe and Asia. 

What started as an investment manage-
ment business has evolved to include an 
administration business, a securities arm, a 
wealth manager, retail product offerings, a 
linked life company and retirement 
products. 

One of the first things you notice when 
you walk into the Westlake offices of 
 Prescient is how quiet it is. Quite un-
expected in the investment industry, but 
there is definitely no flashy image here. 
Everything comes across as quiet, 
 contained and self-assured.

Maintaining an entrepreneurial spirit is 
part of the group philosophy.  Staff across 
the group are equity owners in the 
business.  This changes the mind-set of 
how people operate and also aligns staff 
and shareholders’ interests, which works 
for the benefit of their clients. 

Prescient Investment Management’s 
cornerstone has been identifying, 
 nurturing and unlocking people’s  potential. 
As Prescient expands into new markets and 
grows the business, they are very aware of 
maintaining the culture, work ethic and 
commitment to clients. To manage this 
growth Prescient has to ensure they are 
ahead of the curve in terms of infra-
structure, systems and people.

The overriding strategy within the 
investment firm is to preserve wealth and 
enhance returns for its clients. This may 
sound obvious, but Prescient’s managers 
contrast this to other institutions that 
mostly concentrate on returns and often 
leave risk management off the table.

In practice, this means tailoring 
portfolios to the individual needs of the 
client; avoiding any bias in pricing; being 
totally transparent with regards to costs; 
sensible risk-taking; and adding appro-
priate value across the product offering.

The underlying approach is also to keep 
things simple. Says Guy Toms, Chief 
Investment Officer and Co-founder: “A 
client asked me if our processes have 

changed over the past few years, so I 
showed him the first presentation I did for 
them eight years ago; it’s still the same 
presentation, the same process”.

There is recognition at Prescient, 
however, that higher market volatility 
creates uncertainty with clients but 
volatility enhances Prescient’s ability to 
improve performance. Risk management is 
the key to achieving this.

“We try not to find the answer before 
we know what the problem is,” says 
Herman Steyn, Executive Chairman and Co-
founder. “Make sure the problem or 
investment objective is 
clearly understood 
before you create a 
solution.”

He points to 
Prescient not being 
obsessed with the way 
that its competitors do 
things. “Rather, we rely 
solely on our own 
process and philosophy. 
Investors who become 
familiar with this 
naturally become our 
clients over time. It’s 
extremely important to us that they trust 
our process, benefit from predictable and 
stable returns and rely on our service.”

CEO of Prescient Investments, Eldria 
Fraser, places considerable emphasis on 
the company’s strong quantitative 
capability as a differentiator among rivals. 
“Unlike most managers, where portfolio 
managers generally have strong account-
ing skills, investment staff here have strong 
mathematical skills.  We understand how 
assets react under different market 
conditions. Therefore we can, more often 
than not, focus on a more certain option. 
This ability increases the predictability and 
certainty of your returns. Sadly, many in 
the industry compete on gains only, rather 
than a combination of return at appropri-
ate risk and capital preservation.”

Fraser goes on to say that Prescient 
would like to be the banker in a client’s 
overall portfolio.  The part that you know 
you can depend on and that makes you 
sleep easy at night. 

“Importantly, everyone should buy into 
the process and philosophy to make it 
work. If you want to maintain your culture, 
you have to pay attention to who you 
employ. People are bright, dedicated, can 
think out of the box and have a great work 
ethic. Portfolio managers speak with 
passion about what they do as they are all 
believers. Strengthened by our open plan 
office, young appointees grow up 
 surrounded by what we believe.”  

Also among Prescient’s attributes are its 
unique product offering and that it’s 
mandate-driven, says group Deputy 

Chairman Carey Millerd. 
“When we enter into 

a contract with a client, 
our first priority is to 
deliver against that 
mandate. If we don’t 
feel that we can do that, 
we’d rather decline the 
opportunity. In fact, we 
have done so on several 
occasions, particularly 
when the client has 
investment targets that 
we don’t believe are 
attainable.”  

He emphasises that when a client gives 
money to Prescient and enters into a 
particular fund, the client is assured that 
the risk benchmark of that fund will be met 
at the minimum and hopefully that the 
volatility of the market will always manifest 
itself on the upside performance. 

Steyn follows: “When we say you are not 
going to lose money or that we’re going to 
give you market plus a bit, you know you’re 
going to get it. So clearly there is a 
remarkably high level of predictability by 
engaging in the Prescient experience.”

Having spent time interviewing the 
team at Prescient, one gets an over-riding 
sense of confidence. 

It is confidence that doesn’t come from 
simply knowing you have employed bright 
minds to help mitigate risk. It is confidence 
that comes from each person knowing 
who they are, what they do and most 
importantly how to work as a team to 
execute a process that has proven itself 
time and time again.  n

Getting it right from day one
Clients: the priority focus
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Maintaining an 
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group 
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THERE’S A LOT TO BE SAID
FOR BEING STUBBORN.

LOCAL AND OFFSHORE INVESTMENT MANAGEMENT / UNIT TRUSTS / STOCKBROKING / RETIREMENT PRODUCTS / UMBRELLA FUNDS / PROPERTY / ADMINISTRATION / AUTHORISED FINANCIAL SERVICES PROVIDER

At Prescient, we don’t guess or second-guess. Instead, we do what we know and we do it 

well. Our methodology, QuantPlus®, is a deliberate and proven way to reduce investment 

risk. To know more about any of our products and services, visit www.prescient.co.za. H O W  V E R Y  P R E D I C T A B L E
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IT’S NO SECRET that markets are tough 
right now. Investors bruised by enormous 
volatility experienced in the 2008-09 global 
financial crisis are largely skittish again 
following the August sell-off, while the 
placement of new money in the market is 
hardly a compelling proposition for many. 

But that’s just part of the problem. The 
question of where to invest it, is equally 
tricky.

“Pre-2008 it was relatively easy for asset 
managers to promise returns of CPI+5%, 
but in more recent years finding appropri-
ate cheap assets has become extremely 
difficult,” says Eldria Fraser, CEO of Prescient 
Investment Management. 

“Pre-2008 interest rates and dividend 
yields were considerably higher, and we 
also went through a period of synchronised 
growth,” she explains. “Thus earnings 
growth was strong and combined with 
lower inflation, resulted in most investors 
achieving good returns net of inflation.

“Currently, interest rates at around 6% are 
at a multiple decade low with dividend 
yields coming in at around 2.5%. With 
inflation moving up towards 6% as well, one 
needs to be pretty shrewd to achieve 
inflation-beating returns.”

Fraser believes that the answer to this 
dilemma is Prescient’s Balanced Fund, which 
seeks to outperform headline CPI. Managed 
by Guy Toms and Liang Du, she points out, 
its key approach is to grow returns steadily 
over time and minimise losses.

It has generated a highly impressive total 
return of 221% between inception in July 

2003 and 2011. This amounted to outstrip-
ping inflation of 59% over the same period. 
The Fund has also delivered a positive return 
in 67% of the months concerned.

When you do what you say, a hard sell is 
not needed.  A large part of the business 
growth is ascribed to building a consistent 
track record.  The institutional sales team, 
consisting of Esmarie Strydom, Mvu 
Marashule and Monei Pudumo-Roos, has a 
service-orientated culture.  They see the 
growth areas in the market as Liability 
Driven investments, Tactical Asset Allocation, 
local and African equities, global portfolios 
and balanced funds.  In the latter, the risk of 
switching between asset classes is managed 
by the asset manager.  

The Balanced Fund is one of the invest-
ment house’s many global balanced 
offerings; another being the Positive Return 
Fund. Says Guy Toms: “The Balanced Fund is 
a particularly appropriate investment vehicle 
for investors in the early and mid-stages of 

their working cycle. The Positive Return Fund 
is more appropriate for those in the later 
stages of the working cycle.”

Toms emphasises, however, that both 
portfolios are geared to preservation of 
capital. The difference between them is that 
the Positive Return portfolio is more 
conservative than the Balanced Fund 
portfolio. He points out that Prescient’s asset 
allocation process is different to most others 
in the market. “Most managers tend to 
forecast markets. Prescient looks at what’s 
currently priced in – the better the yield, the 
more the value. It follows that one needs to 
buy those assets offering good value and 
low volatility, not those of poor value and 
high volatility.”

PRESCIENT

A sound,  balanced  approach to growth

Gunning for optimal 
expansion
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Prescient Group Executives. From left: Carey Millerd, Guy Toms and Herman Steyn 

SOmE interesting features about Prescient:
•  Prescient recognises its people as its 
greatest asset. Prescient encourages people 
to make a difference. It is important that 
everyone has a direct stake in the business.
•  Prescient also places a strong emphasis 
on maintaining excellent BEE credentials. 
The company has a 29% black shareholder 
base of which 23.2% is held by three 
external shareholders. 
•  Major components of the business are an 
investment management company that is 
quantitatively focused and with institution-
al and retail products; a stock broking firm 
that has developed into a niche player; an 
administrative services division; and various 
new global initiatives.
•  Assets under management have grown 
from R39.7 billion in 2007 to around R86 
billion at present. The investment house 
boasts the enviable record of not having 
lost any client money during the 2008 
financial crisis.
•  Prescient recently launched its first 
advertising campaign. Like most things that 
differentiate Prescient, this is intended to be 
different. The campaign uses animals 
representing the company’s qualities.

According to Sharon Bailey, Executive 
Director and Prescient’s Head of Marketing 
“the messages speak to who we are, how 
we work, and our sense of knowing.” Bailey 
says, “It’s time Prescient proudly told the 
country – and overseas markets – more 
about our business.  We have focused on 
generating growth from within.  This has 
resulted in the business growing on the 
back of client trust and word of mouth.  But 
now we’re spreading that message”.  n

PRESCIENT’S ImmEdIaTE SIghTS 
are on greater penetration into the South 
African retail market. It has set up basic 
structures in Namibia and Ireland and it 
has established a representative office in 
Shanghai. 

Local offices have been established in 
Sandton, Pretoria, Durban, Stellenbosch 
and Cape Town.

Prescient Wealth has been established to 
drive the local individual wealth market. “We 
are looking to a broader market outside in-
stitutional business’, says Prescient Holdings 
deputy chairman Carey Millerd. 

“We see considerable opportunity in 
the individual wealth management space, 
especially among those who have reason-
ably clear investment objectives. 

“We believe that this is a service business 
that needs to be managed by people who 
take a long-term view of client relation-
ships and investment. It also needs to be 
owned by people who are not trying to flog 
products.”

Another area of local expansion is 
 Prescient Administration Services, which 
has become an important profit centre 
in its own right and not only a supplier to 
 Prescient Investment Management. It’s 
currently in the business of taking on third 
party administration and mandates. 

“The nuance is that we don’t think 
of administration  as a commodity,” says 
Millerd. “We recognise it as a unique skill set 
that we have and are looking to more leads 
coming out of it.”

In Windhoek the company has estab-
lished EMH Prescient Investment Manage-
ment, a joint venture with EMH Capital, a 
private equity firm. The business is looking 
to secure institutional and individual 
mandates and wants to use this business 
as a springboard into other parts of the 
 continent, particularly the SADC region. 

“We regard Africa as a major opportu-
nity and EMH is well positioned to help us 
achieve our objectives,” says Millerd.

In Dublin, Prescient is creating a spring-
board into Europe and the US. A registered 
UCITS management company and two 
registered schemes with four unitised 
portfolios are already in place. The plan is to 
expand the offshore investment manage-
ment capability over time.

A representative office has also been 
established in Shanghai and once  Prescient 
has been granted a Qualified Foreign 
Institutional Investor licence, it will manage 
both inward driven and outward driven 
money. This will be one of the first major 
thrusts by a South African investment 
company into China.  n

Making a 
difference

Eldria Fraser, CEO of Prescient Investment 
Management (left), and Executive Director, 
Sharon Bailey

Creation of 
realistic 
expectations
PRESCIENT Investment Management 
doesn’t take on every investment 
mandate in its dealings with clients. 

First, it ensures that the mandate in 
question fits into its quantitative model 
of asset management. Second, it insists 
on satisfying itself that it possesses the 
right skills and appropriate tools to 
manage it. And third, it only agrees to 
the proposition if it believes that it’s able 
to consistently fulfil the requirements.

Eldria Fraser, CEO of Prescient 
Investment Management, says:  “It is 
abundantly clear that markets don’t 
move in one direction – up. Conse-
quently, we commence engagement 
with clients by asking what is the worst 
return they would have tolerated in a 
2008-09 type scenario. 

“The mandate for a particular client 
is then structured such that it cannot 
underperform this worst-case scenario. 
Prescient then endeavours to capture 
good returns in positive markets 
coupled with appropriate downside 
management, such that the client is 
assured of benefiting fully over time.”

“The market changes over time, 
hence, we also engage with clients 
when we think mandates have become 
unrealistic.  As beating inflation by high 
margins has become difficult since 
2008, we have spent time explaining 
the current market situation to clients 
and managing expectation.”  n

Institutional Sales Team. From left: Monei 
Pudumo-Roos, Mvu Marashule and  
Esmarie Strydom
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FOR mOST INvESTORS the biggest fear 
of investing is losing money. Yet by 
investing in the safest assets such as cash, 
they run the risk of below-inflation returns 
over the long term. 

It is specifically in this area that Prescient 
created its acclaimed positive return 
strategy.

Says Prescient Portfolio Manager Liang 
Du: “It allows investors to be invested in 
growth assets such as equities which deliver 
long-term returns, but derivatives are used 
to protect portfolios from losses over12-
month periods. In this way investors are 
assured of the best of both worlds – long-
term inflation-beating returns with no risk of 
loss over any 12 month period”.

Du says that derivatives came in for 
considerable criticism during the 2008-09 
global crisis and therefore investors are often 
scared when they hear that a manager uses 
derivatives. Du compares derivatives with 
cars. “For the most part cars are critical to 
most people’s lives, but used recklessly they 
can cause massive damage. Likewise, it was 
not derivatives that caused the financial 
meltdown, but professional managers who 
used them incorrectly. They should have 
shouldered the responsibility”.

Du points to many variations of deriva-
tives but describes them in their most simple 
form as being comparable to insurance 
contracts. “This means that you pay a 
nominal premium per annum and if the 
market crashes, the underwriters pay out the 
losses to the holder on the insurance 
contract”.

Therefore he argues that if used correctly, 
derivatives are a critical tool for asset 
managers. 

“Our experience during the crisis is a case 

in point”, he says. “2008 was a year when the 
market was down 30% and we were up 12%. 
If derivatives didn’t exist, this achievement 
would have been impossible”.

In line with current sweeping changes to 
the world’s derivatives markets, Prescient 
believes that derivatives should be centrally 
cleared and largely traded on exchanges.  
In America the Dodd-Frank Act has created 
a whole new regulatory structure for 
 derivatives markets with a similar  
approach unfolding in Europe.

Financial Times correspondent, David 
Oakley, wrote recently that the eurozone 
crisis has in a sense seen the debate on 
derivatives turn full circle – they are now 
seen by many as essential tools for hedging 
risk and the stability of the financial system, 
rather than instruments of ‘evil’ speculators.

Trading on a regulated exchange has 
numerous benefits.  Each market participant 
must place margin with the clearing bank.  
The exchange will mark the derivative 
position to market on a daily basis.  This 
means that the profit or loss on the positions 
is accounted for each day.  Losses are taken 
out of the margin and profits paid into the 
margin account.  If you have lost, you must 
top your margin up and if you don’t, the 
exchange can close the position out.  The 
result is a very safe way to trade derivatives.  
This is very different from an over the 
counter trade, where you have to wait and 
see if the counterparty makes good on the 
deal at expiry. With a listed derivative, 
settlement takes place daily and you have 
the backing of the exchange. 

Du says: “Of course, to ensure that we get 
paid out when a crash does happen, we rely 
on dealing in listed exchange traded options. 
What this means is that there is a level of 

transparency in terms of prices, but most 
important there are regulatory procedures in 
place that ensure the people who sold us the 
insurance have the necessary reserves to pay 
us in the event of a crash.”

“In all our years of trading, even over 9/11 
and in the 2008-09 crash, we have never had 
a settlement problem or default on the 
derivatives we have traded.”

Du emphasises that this kind of struc-
tured protection offers clients piece of mind. 
Prescient also focuses significantly on client 
service, providing immediate and if 
necessary comprehensive answers to client 
queries. 

“I enjoy interacting and dealing with 
client questions,” he says. “It provides a new 
understanding and appreciation of deriva-
tives, and gives us the opportunity to explain 
what we’re doing. This in turn creates a 
foundation for better relationships and the 
structuring of the best possible strategies for 
clients. n

PRESCIENT

Protecting against the downside 
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Asset Allocation and Derivatives. From left: 
Liang Du and Shamik Jeewa

The Balanced Fund is managed to 
eliminate downside risk, with capital 
preservation being the focus. “This should 
not be confused with a hedge fund; this is a 
balanced fund with protection,” Prescient 
Executive Director and Head of Marketing, 
Sharon Bailey, points out.

Toms notes that Prescient only uses 
transparent, regulated derivative instruments 
traded on the SAFEX and Yield-X exchanges. 
Toms rejects any notion that the Balanced 
Fund erodes long-term investment return 
due to the cost of protection. First, he says, 
it’s used for efficient portfolio management 

and not used permanently, and second, cost 
is prudently managed. Besides, the cost of 
losing capital far outweighs the cost of an 
astutely managed protective strategy.

Liang Du points out that the Balanced 
Fund is not restricted to derivative protec-
tion in its quest to curb potential losses. It 
can also use gold exposure, serving as a 
hedge against uncertainty, inflation and 
falling markets, and it can hold non-rand 
assets. The latter provides protection 
against falling equities in cases of rand 
weakness, when the investors sell equity 
and derisk in general.  n
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LOCAL AND OFFSHORE INVESTMENT MANAGEMENT  /  UNIT TRUSTS  /  STOCKBROKING  /  RETIREMENT PRODUCTS  /  UMBRELLA FUNDS  /  PROPERTY  /  ADMINISTRATION  /  AUTHORISED FINANCIAL SERVICES PROVIDER

A t  P re s c i e n t ,  w e ’ re  i n  i t  f o r  t h e  l o n g  r u n .  I n  f a c t ,  o u r  fi r s t  c l i e n t s  a re  s t i l l  
o u r  c l i e n t s .  T h e y  t r u s t  o u r  p ro v e n ,  p r a g m a t i c  a p p ro a c h ;  s o m e t h i n g  w e  
c a l l  Q u a n t P l u s ®.  I t ’s  h o w  w e  i n v e s t  -  i n  t h e  p a s t ,  t o d a y,  a n d  i n  t h e  f u t u re .  
To know more about any of our products and services, visit www.prescient.co.za. H O W  V E R Y  P R E D I C T A B L E
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ThE PaST ThREE yEaRS have been 
particularly difficult for institutional 
investors abroad, most of whom have 
abandoned gilts and US Treasury bonds to 
shower attention on the high yield sector.

Many have even moved into lower 
quality corporate bonds, believing that 
these are probably better than owning 
indebted government bonds at low yields. 
At least they understand where the cash 
flows are coming from.

The situation has been less acute in 
South Africa, but according to Prescient 
Investment Management Fixed Interest 
strategist, Jean-Pierre du Plessis, asset 
managers are still often tempted to stretch 
to find returns.

He emphasises that Prescient has strong 
views on the subject, with priority to first 
look at managing risk rather than chasing 
short-term returns. It doesn’t allow itself to 
be pressured into actions simply to look 
good on the list of short-term industry 
rankings.

“We try to keep our powder dry for when 
opportunities spring up,” he says. “A case in 
point was an opportunity that arose earlier 

in the year in the fixed income market. By 
having cash in reserve and being able to 
exploit this opportunity, Prescient scored 
handsomely from the mispricing in the 
forward rate market before the opportunity 
disappeared.”

The team does scenario planning. If 
there’s a scenario where the risk of losing 
money is large, the investment house will  
not enter the deal, rather it will look for an 
opportunity with more certainty.

“Our focus on value means that unless 
market prices change significantly, we don’t 
change the portfolios a great deal. 
However, when pricing changes and we see 
risk reward being mispriced, we’ll make 
large changes. Our strategy is built on 
compounding rather than active trading.”

Entirely out of the question would be 

Finding yield in a 
low-yield environment

The Interest-Bearing Team. From left: Farzana Bayat, Jean-Pierre du Plessis, Teresa Lu, Sanveer 
Hariparsad and Kevin Dewar

“We try to keep our 
powder dry for when 

opportunities spring up”

ThE INvESTmENT hOuSE’S 
structure is flat and integrated, 
allowing it to be highly interactive. It’s 
pretty normal in the interface for the 
chairman to be two metres away from 
the junior analyst. 

Major reasons for this approach is 
that it allows skills to be transferred 
between people. Knowledge and ideas 
flow freely between teams and thus 
results in the best ideas being used 
across portfolios.

Ronell van Rooyen, Head of 
Portfolio Management, says:  “Risk is 
defined in different ways by different 
people, but to Prescient it’s not 
meeting our client’s requirements. 

“If we say that we’re not going to 
lose money over, say, a 12-month 

period, it doesn’t mean that we’ll try 
not to do that – it means that we won’t 
lose money over a 12-month period. 
Our clients trust us, because they know 
that when they give us a mandate, we’ll 
follow that mandate. They know that 
Prescient will meet or exceed what 
they expect us to do.”

Prescient always focuses on 
risk-adjusted returns. There’s no point 
in taking crazy risks for limited returns. 
It always looks at the range of out-
comes whether it thinks they are going 
to happen or not. 

The simple reason is that you just 
don’t know what’s going to happen. 
Prescient has outcomes which it thinks 
are more likely than others, but avoids 
situations where an outcome is likely to 
affect portfolios adversely.

The house makes extensive use of 
derivatives, both in fixed income and 
equity space, to ensure that it manages 
its downside. But it still manages 
downside in a way that it can produce 
upside. n

Structure and 
philosophy

Prescient always 
focuses on risk-
adjusted returns

PRESCIENT PRESCIENT

Getting exposure to 
Africa’s riches

chasing yield and ending up with a 
10% capital loss. For this reason 
Prescient focuses on the highest 
quality credit yields in markets that it 
knows and understands. 

Some would consider focusing on 
risk first a little dull, but we have 
proven that compounding consistent 
returns leaves our clients in a better 
financial position. 

“You want to be consistent, 
compound those returns year in and 
year out and do it in a conservative 
way. But if opportunity arises, it doesn’t 
mean that we won’t take advantage of 
it, but we’ll do it in a considered way.”

Du Plessis states that investors 
should take note of the low interest 
rate and increasing inflation situation 
in South Africa. “The way things are 
currently going, we could potentially 
end up with negative real interest 
rates. If you leave money in the bank, 
your after-tax returns are already 
negative, nor are equity returns 
particularly attractive.”

The investment outlook for offshore 
markets is also challenging, he says. 
Besides that other countries have their 
own issues, many South Africans 
burned themselves badly a decade ago 
when the rand weakened and they 
sought financial refuge in Europe, the 
UK and the US, only to have the rand 
rebound again. They’re in no mood 
now to repeat the same mistake.

“We’re not into economic fore-
casting, but we do question what the 
market is pricing in and where the 
balance of risk is. 

“For example, the rand should be 
R8.5 to the US dollar on our purchasing 
power model, therefore at R7 to the 
dollar, we know that it will weaken at 
some point. Likewise, if the rand is R10 
to the dollar, the balance of risk is that 
it will strengthen. That’s the way we 
would assess it.

“True, we have been positioned 
offshore, and the rand has hurt us. But in 
terms of the balance of risk, we’re now 
being paid for that position.”

In terms of asset allocation, Du Plessis 
says that Prescient’s positions are 
perhaps best reflected in terms of its 
balanced mandate. 

It has close to 20% offshore at present 
but equity exposure is lower and is 
protected. The balance of assets offshore 
is in fixed income and inflation-linked 
bonds. The rest is in local fixed income 
and protected local equity exposure. n

NEaRLy a ThIRd of the world’s largest 
public companies by market capitalisation are 
now based in rapid growth markets, accord-
ing to recent research by global consulting 
firm Ernst & Young. 

The focus until now has been mainly on 
Brazil, Russia, India and China (the BRIC 
countries). However, Africa is also being 
tipped for bigger and better things.

Ernst & Young estimates that the continent 
will see more than US$150bn in foreign 
capital inflows by the year 2015. 
This, it says, will be achieved 
despite attracting only around 
5% of global foreign direct 
investment project revenue.

“The demand for investing in 
Africa has visibly increased over 
the past few years,” observes 
Jonathan Kruger, Portfolio 
Manager of the Prescient Africa 
Equity Fund. “The situation in 
Africa has improved significantly 
during the past decade or two, 
despite the severe political and 
others risks prevalent in some regions.”

As a precursor to launching its Africa Equity 
Fund, Prescient, the Cape Town-based 
investment house, spent three years 
 investigating challenges and prospects. 
Biggest pluses, it found, include growing 
populations, improved living standards and 
better education. 

Growth of the middle class is furthermore 
on a roll, opening up new market opportuni-
ties. One example has been the exponential 
growth in disposable income and demand for 
luxury goods in Nigeria. 

Africa is also becoming more tech-savvy 
than many investors may appreciate. Currently, 
Kenya boasts cheaper and faster Internet 
access than South Africa. The reduced lag in 
technological developments has opened the 
door to business and economic opportunities.

Growth emphasis in several 
North African countries is 
manifested in consumer 
companies, finance, services, 
telecoms, chemicals, fertiliser 
and construction. Higher oil 
prices meanwhile have boosted 
growth in oil-producing 
countries, with often consider-
able revenue directed to new 
infrastructure.

The establishment of 
think-tanks and quasi-academic 
organisations over the past 

decade has helped fuel positive political 
debate and greater economic liberalisation.

Economically, Africa is currently perform-
ing better than it has done historically and in 
recent years it has notched up some of the 
best stock market performances globally.

The Prescient Africa Equity Fund is a South 
African domiciled unit trust priced in rands. It 
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The Equity Team. From left: Adriaan van Niekerk, Brett Kalil, Jonathan Kruger and Fazila Manjoo

The fund’s 
managers have 
identified the 
biggest and 
most liquid 

African markets 
to invest in



PRESCIENT

Creating relationships 
for life 
a KEy gROwTh STRaTEgy is for 
Prescient to penetrate further into the 
South African retail investor market. This 
includes rolling out solutions such as unit 
trusts via Prescient Investment Manage-
ment, the group’s Wealth and Retirement 
Solutions and Securities business units. 

The Company defines a “retail investor” 
as anyone who wants to invest or save in his 
or her personal capacity, 
outside of formal regulated 
savings such as pension and 
provident funds.

The main thrust of this 
drive is mainly to intermediar-
ies who do the financial 
planning for clients. 

“In the retail space, similar 
to the process followed with 
our institutional clients, we 
need to understand what the 
market wants,” CEO of 
Prescient Investment 
Management, Eldria Fraser, explains.

“Retail clients traditionally have been 
exposed to portfolio management where 
investment managers forecast and make 
calls on the market. Risk management is 
then primarily achieved through portfolio 
diversification.

“Our approach is quantitatively driven. 
Part of our focus is on reducing the 
downside by physically positioning 
portfolios to minimise losses. We achieve 
this by putting a ‘safety net’ in place as it 
were, to protect capital and avoid the deep 
drawdown that can occur in markets.” This 
can be defined as absolute or relative 
losses, depending on the portfolio.

Head of Retail Sales, Nicky 
Gous, points out that 
Prescient’s approach does not 
equate to it aggressively 
“selling” its funds to clients, 
but that it’s rather a case of 
sharing its philosophy and 
process. Once it’s embedded, 
people recognise how 
sensible it is and go on to 
realise significant value.

Gous says: “Asset allocation 
is a big driver of our process, 
coupled with Prescient’s 

quantitative process of selecting equities.
“Retail investors benefit from the skills 

that our investment team has built up 
during the past 13 years. In fact, our unit 
trust funds are managed in exactly the 
same way as our pension fund portfolios.”

Gous acknowledges that some clients 

gives investors the opportunity to invest in 
equities outside of South Africa on the 
African continent. The benchmark compris-
es 90% MSCI Emerging and Frontier Markets 
Africa ex South Africa index and 10% US 
Dollar Treasury Bills. 

The Fund’s managers have identified the 
biggest and most liquid African markets to 
invest in, which include Nigeria, Kenya, 
Mauritius, Egypt, Morocco and Tunisia.

The fund’s underlying strategy corre-
sponds with Prescient’s quantitative 
philosophy, aimed at generating superior 
performance relative to the benchmark in a 
structured way. The selection process 
targets those equities that offer the best 
value. Prescient calls this price indifferent 
indexation (PII). Other differentiated factors 
are then blended with the PII core to reduce 
the overall volatility of the portfolio.

Kruger does extensive research in Africa. 
“Different countries have different account-
ing standards, and considerable effort has to 
be put in by Prescient’s researchers to 
scrutinise the numbers and ensure that they 
are correct.”

As stated elsewhere in this survey, Kruger 
points to Prescient being an investment 
house that refrains from engaging in market 
forecasts. Rather, it uses financial state-
ments, price, yield, market volatility and 
other factors to construct portfolios able to 
deliver outperformance over time.

The philosophy and process used in the 
Africa Equity Fund are not new.  Rather 
Prescient has been managing money in this 
manner since the end of 2006.  The Prescient 
Equity Active Quant Fund is a unit trust that 
invests in the South African equity market.  
Adriaan van Niekerk, the Portfolio Manager 
says: “Our aim was to develop a fund that 
delivers consistent outperformance of the 
benchmark.  The quantitative process takes 
forecast risk out of investing and we believe 
this has delivered more certain results.”  

Van Niekerk says: “We spent time to find 
those factors that work locally.  We wanted 
to have a portfolio that’s not style depend-
ent and hence tested different factors and 
blending techniques until we found the 
solution. The core of the portfolio is price 
indifferent indexation, where we focus on 
finding value. As value can be out of favour 
in the market, we have added two other 
factors to ensure that out-performance is 
stable over all market cycles.” 

Van Niekerk adds that the Fund is 
designed to deliver consistent outperform-
ance. It is an ideal core portfolio. Blending 
the Prescient Equity Active Quant Fund with 
other portfolios generally result in a 
reduction of overall risk.  n
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PRESCIENT

might read into this that our approach is 
complicated, but suggests that it’s probably 
an overstated view. “Actually, it is straight 
forward and once they grasp it, they 
recognise its considerable strengths. Besides, 
we commit to being ‘partners for life’, 
underpinned by a strong culture of delivery. 
That, too, has enormous appeal.”

In a similar vein, Fraser recognises 
anxieties that occasionally arise out of the 
notion of Prescient being a ‘quantitative 
investment manager’. These are usually 
descriptions of quantitative investment 
managers as “closet index trackers” or “black 
box traders”.

“It’s important to emphasise that 
Prescient conscientiously follows a 
pragmatic, absolute return approach, which 
is applied in a quantitative manner,” she 
says. “It takes emotion out of the decision-
making process and allows the facts to be 
heard. It’s active but not reactive. It’s calm 
and risks are factored in.”

Prescient’s approach to the retail market 
is not intended to be a “big bang” event, 
Gous remarks. “On the contrary, the business 
has been consolidated and refined from the 
outset, winning the confidence of those who 
were bold enough to support us. But only 
once we were comfortable that the ground-
work was in place, did we commence with 
the expansion of our retail offering.”

Prescient has created a national 
footprint with a strong service-orientated 
retail team based in Cape Town, Johannes-
burg, Pretoria and Durban. These offices 
allow it to cover Bloemfontein, Rustenburg, 
Nelspruit and some coastal areas.

“Considerable work is being done to 
nurture our brand presence, enlightening 
potential investors on the investment 
house’s process and setting up operational 
support structures,” says Gous. 

“We’re open-minded, we’re innovative 
and remarkably agile. We’re not a big bus 
that takes time to turn. We react quickly, 
we’re not blinded to criticism, and we’re 
always open to advice on how to do things 
better. We’re also very passionate and 
hardworking.”

Gous points out that the team regularly 
facilitates meetings, discussions, telecons 
and podcasts to create footprints.

Even Prescient founder and chairman, 
Herman Steyn, engages in the roll-out, 
indicating that he enjoys roadshows 
immensely for both retail and institutional 
clients. Much has been done to ensure that 
Prescient’s unit trusts are available on 
investment and administration platforms 
(LISPS). These provide greater efficiency for 
both investors and clients. n

Prescient’s stockbroking firm 
comes out on top

PRESCIENT Securities (P-Sec) CEO Willie 
Venter says his firm prizes itself as a 
dynamic and progressive, client-focused 
stockbroking business.

“We have worked hard since 2007 to 
achieve the right status and the last thing 
that we want is to be everything to 
everybody. 

The P-Sec value proposition is 
premised on four pillars:
• Focused value-add research;
• Quality execution;
• Strong BEE credentials; and
• Confidentiality.

“In terms of our value-added research 
capability, we look for areas in the market 
where we can do research that would fall 
under the category of ‘niche’,” says Venter.

“Execution, of course, is also important 
because that’s where we generate our 
revenue, by trading investment instru-
ments on behalf of our clients. Because of 
our strong BEE credentials, our clients can 
claim 137.5% of money spent with us for 
BEE purposes,” says Venter.

“Confidentiality is also a big thing. 
People don’t always appreciate the 
requirement for confidentiality, specifically 
in the institutional space.”

Besides Venter, P-Sec is run by 
executive director Cheree Dyers. P-Sec is 
controlled by an independent board, 
clearly separating it from its fellow-sub-
sidiary company Prescient Investment 

Management. The latter accounts for just 
less than 20% of P-Sec’s revenue, the 
balance comes mainly from the other 
large institutional fund managers in the 
industry.

“We need to be independent, both in 
substance and in form. That’s important 
to us,” says Dyers.

The equities trading desk is headed by 
Rene van Eck. P-Sec provides clients with 
the full array of automated trading, but 
Van Eck believes that electronic trading is 
merely a tool to make execution more 
efficient for clients. “It certainly does not 
replace an experienced dealer.”

The firm’s accomplishments are well 
reflected in the latest FM Analyst Ratings. 
Highlights included no. 1 in derivative 
research; no. 1 in financial and industrial 
small and medium market cap compa-
nies; no. 2 in electronic and electrical 
equipment; no. 3 in resources and small 
medium cap companies; no. 3 in hotels, 
travel and leisure; and no. 5 in computer 
services.

On the derivatives side, P-Sec’s strength 
was boosted last year with the appoint-
ment of Petrus Bosman, Manoshan Pillay 
and Gideon van der Linde. This trio was 
the core no. 1 rated derivatives research 
and dealing team in the 2010 FM Analyst 
Ratings.   

The firm recently struck a strategic 
alliance with NKC Independent Econo-
mists, which picked up this year’s FM 
Analyst Ratings no. 1 position in other 
African economies and markets. NKC also 
covers political trends in SA. 

More longstanding has been P-Sec’s 
Professor Stan du Plessis. Du Plessis and 
Venter run the P-Sec strategic asset 
allocation model and boast considerable 
real-time success over the last three years.

Venter told the media recently that the 
firm is in the process of implementing 
several initiatives to grow the business 
further. “Over the next five years we want 
to become the premier local stockbroking 
firm in South Africa. We have a number of 
initiatives that we hope will move us in 
that direction.”  n
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Retail Sales Team. From left: Ryan Gardner, Nicky Gous, Stefan Heiberg and Scott Logan

willie venter
CEO of Prescient Securities

It takes 
emotion out of 
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making 
process and 

allows the facts 
to be heard



PRESCIENT haS buILT uP an enviable 
record as an investment management 
house since its inception 13 years ago, but 
less is said about its strong administration 
capability. 

Mike Buckham, joint COO of Prescient 
Administration Services, says:  “The admini-
stration capability operates below the radar 
but it’s a core competency of the group and 
an area that the company is very proud of.” 

The administration team provides a 
comprehensive service to all clients on its 
book. Although its capability has prima-
rily been provided to assets managed by 
Prescient, it also engages in the third party 
environment where it services external 
managers.

“The administration component of an 
investment management business is the 
backbone of its ability to provide efficient 
services to its clients,” says Buckham. “With 
the increasing demands of the industry, 
regulators and clients, it’s become unac-
ceptable to offer services that are not 
extremely comprehensive and transparent.”

The net result is that Prescient has 
ensured that it has invested appropriately 
in the right people and technology. These 
critical factors furthermore warrant that 
existing clients are well serviced as well as 
taking the administration business to new 

levels by seeking relationships with invest-
ment managers who wish to outsource 
their administration.

“Investment in the right technology is a 
costly, long-term and demands consider-
able attention,” explains the division’s joint 
COO, Craig Mockford. “The complexity of 
systems means that you don’t reap the 
rewards in the short term, but if you’ve 
made the right decisions, the long-term 
benefits are significant.”

Recently the company invested in tech-
nology from Eagle Investment Systems. The 
software is an integrated administration 
system used for both asset valuation and 
accounting. As the system is web-based, it’s 
accessible from anywhere in the world and 
can produce standard as well as specialised 
reporting. 

Eagle has been voted part of the FinTech 
100, an international listing of the top finan-
cial technology vendors for seven consecu-
tive years. It supplies software solutions 
to a number of international investment 
managers, hedge funds, banks and other 
financial market players.

“Our technology is of an international 
standard, and we believe that it will allow 
us to achieve real economies of scale in the 
services we offer our clients,” says Mockford.

He points to the recent proposed 

changes around Regulation 28 of the 
Pension Funds Act and the reporting 
challenges that this will present for many 
investment businesses. “Without the invest-
ment in appropriate systems, they’ll be 
unable to prepare client reports that are 
both detailed and transparent.”

The true success of an administration 
environment is entirely dependent on its 
people Buckham argues: “Prescient Admin-
istration Services consequently employs 
high-calibre administration staff and 
ensures the people truly believe in putting 
the client first and providing the best serv-
ices possible.” 

Prescient’s team has been in place for 
many years with staff growing with the 
assets under administration. Turnover is 
low and economies of scale are achieved 
through effective training, mentoring and 
effective use of available software.

Buckham says the employees have 
embraced delivery to the client on time, 
accurately, and with as much personal at-
tention as possible. He suspects that this is 
not always possible in the company’s larger 
rivals.

Significantly, young investment profes-
sionals joining Prescient are invariably 
obliged to serve an “apprenticeship” in the 
administration environment for a year.

“It’s the only way that investment 
managers making investment decisions un-
derstand the consequences of their actions. 
Indeed, there’s much for them to learn 
from administrators who have become 
entrenched in the basics of portfolio valua-
tion,” says Mockford.

In addition to providing administration 
services to its in-house funds, Prescient 
Administration Services is growing its client 
base outside the Prescient group. 

Its finding is that small niche investment 
houses are on the look-out for administra-
tion expertise and generally prefer to focus 
on their core competency, investment man-
agement, rather than be burdened with the 
significant time and costs that come with 
an administration capability.

Mockford and Buckham are, however, 
mindful of their choice of business partners 
and their need to preserve Prescient’s 
house brand and integrity.

“If a manager or fund does something 
wrong there’s huge brand risk for all parties 
concerned, which has meant that in the 
past we’ve turned down proposals that 
have evoked discomfort,” says Buckham. 
“We’ll continue to ensure that we partner 
with the right businesses through a com-
prehensive due diligence process before 
agreeing to a mandate.” n

PRESCIENT

Expanding the group’s 
administration services
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Business Operations. From left:  Taryn Elario, Marcelle Bruce, Mike Buckham, Gillian Engelbrecht, 
Rasi Maleka, Garth Foster, Moneen d’Hotman de Villiers and Craig Mockford
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ThE dEmaNd for expert wealth 
management services at the higher end 
of the income spectrum has grown 
during the past decade, and the Prescient 
group believes it has a significant role to 
play in this market.

Prescient Wealth Management has 
developed a unique investment process, 
boasts an excellent pool of skills and is 
proud of its personal touch in the 
marketplace.

Not surprising therefore that Prescient 
Wealth Management was established 
early this year as a Stellenbosch-based 
private client wealth management 
company offering financial, retirement 
and estate planning as well as asset 
management services to high-net-worth 
individuals and families.

Prescient Wealth manages portfolios 
of equities, unit trusts and hedge funds 
along with a suite of select Prescient 
Investment Management funds on both 

Proposition for high-net-worth investors

IT’S ImPERaTIvE that you start thinking 
about retirement fairly early in your 
life-cycle if you hope to enjoy the standard 
of living that you’ve become used to.

This warning comes from Daniel Acres, 
who along with Esmarie Strydom, heads up 
Prescient Wealth Retirement Solutions. 
Various national surveys, he points out, 
show that only about 6% of South Africans 
will be able to retire comfortably. However, 
this statistic does not necessarily allow for 
medical inflation. Medical expenses, 
including frail care, tend to rise extensively 
on retirement, with medical inflation being 
double that of normal inflation.

American experience is that one out of 
every four people who have reached the 
age of 65 will eventually require some kind 
of long-term care. “In our view you need to 
be saving at least 15% of your salary from 

Prescient Wealth Directors, Martin Versfeld and Johan Calitz

Thinking about retirement

It manages on both local 
and offshore platforms

PRESCIENT

Retirement Solutions. Esmarie Strydom and Daniel Acres

local and offshore platforms.
Executive directors, Martin Versfeld 

and Johan Calitz, point out that clients’ 
investments are managed on both a 
discretionary and pension/retirement 
basis. The house’s individually construct-
ed share portfolio, however, is based on a 
model portfolio that’s regularly updated. 
Research is obtained from a select group 

of stockbroking research entities and 
global banks that Prescient deals with. 

As a Category 1, 2 and 2A licensed 
Financial Service Provider, the main focus 
is on the provision of comprehensive 
wealth management solutions with 
superior client service, capital growth and 
income generation for long-term 
investors.  n



PRESCIENT

Reaching out to support 
the community

ThE FOuNdERS of Prescient Holdings 
took the saying “charity begins at home” to 
heart and this spirit lives on. What started as 
an initiative to assist staff with funding for 
housing over the years developed into the 
Prescient Foundation.  

Prescient’s corporate philosophy 
embraces the mutually reinforcing values of 
commercial success, empowerment and 
social upliftment. The scope of projects can 
include land and housing, welfare and 
humanitarian, education and development.

Today the Foundation serves as a vehicle 
through which the company directs its 
commitment to the development of 
communities and empowerment of 
individuals. All Prescient subsidiaries 
contribute a minimum 1% of profits 
towards the Foundation to achieve its goal 
of community lifestyle improvement. 

Cheree Dyers, an Executive Director of 
the Foundation, says:  “The greatest value 
lies in projects that can become self-
 sustaining and continuously provide 
support and upliftment for the community. 
The Foundation is passionate about what it 
does and consequently is fairly selective 
about the projects that it engages in.

Ronell van Rooyen, also an Executive 
Director agrees and says: “Naturally, we 
recognise that not all projects can become 
fully self-sufficient, but important to us is 
that those involved ensure longevity of a 
project.

“We also acknowledge the important 

but easily quantifiable spin-off of educa-
tion, skills development and welfare.”

Van Rooyen points out that the Founda-
tion will not commit to projects outside its 
defined scope and/or where the funds are 
not properly administered.

Projects have included the Camdeboo 
Farm School project in Graaff-Reinet and 
Laerskool Paul Greyling Community School 
project in Fish Hoek.

Outside contributions to the Cambedoo 
project are critical to its survival because 
the schools are “no fee” institutions in a 
depressed area. Government funding is 
extremely limited, and school feeding 
schemes in the Eastern Cape are ineffective.

Over the past five years the project has 
grown from one school and 30 learners to 
five schools and 221 learners.

New facilities that have been incorpo-
rated include computers and workstations 
for learners, stationery and jungle gyms.

The Paul Greyling Community School 
project was launched by the parents and 
governing body, but like Cambedoo, 
requires a serious injection of money. It 
allows previously disadvantaged learners 
from the Ocean View and Vryegrond to be 
incorporated in the school. The project 
includes a remedial programme, feeding 
scheme and transportation. n
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Executive Directors, Cheree Dyers and Ronell 
van Rooyen

the time you turn 25, and you need to 
consistently save that amount for the 
ensuing 40 years,” Acres says.

An important facet that Strydom points 
to is that there are often many people who 
are well-funded for retirement, but sadly are 
unable to manage their portfolios. This has 
become particularly prevalent with the shift 
towards defined contribution schemes. 
Retirement fund trustees and the industry 
as whole must now, more than ever, accept 
the responsibility to educate prospective 
retirees on their retirement investment 
needs and decisions.

Among the pitfalls Strydom lists are not 
having the right advice, not understanding 
the products on offer, choosing the wrong 
products (there is no one size that fits all), 
and underestimating the importance of  
compounding, inflation, fees and tax 
efficiency. By way of example, compounded 
fees can cost a retiree up to 10 years of 
retirement income.

Strydom furthermore believes that many 
people attracted by living annuity products 
place their money in overly conservative 
portfolios far too prematurely. The net effect 
of this is that when they could be scoring 
from the benefits of compounded returns, 
they end up in serious inflationary eroding 
territory. Says Strydom: “When saving for 
retirement, investors need to consider what 
they’re going to do with their retirement 
benefit. Investors who plan to purchase 
investment-linked products at retirement 
need to have their portfolios managed so 
that they maintain appropriate market 
exposure both pre- and post-retirement. 
They invest until death, not until retirement.” 

South Africans are a relatively mobile 
workforce, which means that they don’t 
always follow through in their company 
pension contributions, she adds. They often 
elect to take their retirement benefits in cash 
rather than preserve them in appropriate 
preservation products.

Strydom recommends that people assess 
their retirement savings gap at least once a 
year, and if they’re in any doubt, to consult a 
financial adviser. In determining their 
position, they ought to include their 
employer’s retirement fund; any retirement 
annuities they may have; a preservation fund 
which would include savings from a previous 
employer; and any unit trusts that they may 
be holding.

Prescient Wealth Retirement Solutions has 
developed a range of retirement portfolios 
that can be suitably matched to any 
particular income requirements, with specific 
emphasis on income capital preservation and 
optimum asset allocation. n

LOCAL & OFFSHORE INVESTMENT MANAGEMENT

STOCKBROKING

UNIT TRUSTS 

PROPERTY

RETIREMENT PRODUCTS

INVESTMENT ADMINISTRATION

UMBRELLA FUNDS

WEALTH MANAGEMENT

At Prescient, we provide certainty of investment outcomes for clients, year after 
year.  More importantly, we do so while preserving their initial investment capital. 
To know more about any of our products and services, visit www.prescient.co.za.

TELEPHONE:  +27  21  700  3600   /   FAX:  +27  21  700  3700   /   EMAIL :  INFO@PRESCIENT.CO.ZA 

Call us predictable.  
We don’t mind.
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