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“Following a lost 
decade, why 
Tolstoy’s warriors 
could handsomely 
reward South African 
investors.”



Introduction to ClucasGray Asset Management
ClucasGray is an established Asset Management business - large enough to invest in a well-
resourced investment team, small enough to take advantage of a wide array of opportunities.
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COMMON RESEARCH AND 
INVESTMENT PLATFORM

ClucasGray AuM July 2024

Total AuM

Private Clients

R14,5bn

R11,0bn

CGAM R3,7bn

CGAM Equity capability             R2,1bn
Launched October 2011

CGAM Multi asset capability     R1,6bn
Launched January 2015

14 Investment Professionals
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An authorized financial services provider FSP 50733

Alpha Thesis
The corner stone of the ClucasGray Asset Management investment process

The key drivers of a share price are:
1. Real growth in earnings, 

dividends and cash flows;
2. Change in the rating or PE 

multiple.

We are “Valuation obsessed”
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RG

RG
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We believe that by investing in 
long term structural earnings 
outperformers, at an attractive 
valuation, is the best way to 
generate compound returns.



Evolution of ClucasGray Asset Management
Active, Focussed & Differentiated
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All products leverage 
our views in Equity 
selection & Asset 
Allocation

Focussed stock 
selection across all 
capabilities, expressing 
conviction in our view

We manage 
segregated mandates 
that mirror our core 
offerings

CGAM AMC (2022)

ClucasGray Equity 
Prescient Fund

(2011)

CGAM SA Balanced 
Prescient Fund

(2023)

ClucasGray 
Equilibrium 

Prescient Fund
(2015)

ClucasGray 
Flexible Income 
Prescient Fund

(2022)
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The lost decade for South African equity investors 
Recency bias leads us to ignore previous decades

Over the last decade SA 
has experienced many 
headwinds, including:

- Rising bond yields 
which led to 
suppressed multiples

- Logistical & 
Infrastructural 
constraints

- Sluggish real earnings

- Political uncertainty  -
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MSCI World vs JSE Swix, $ - Total Return

Source: Bloomberg, CGAM. April 2024
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The Dominance of Large US Equity
Few periods rival the prolonged dominance of US Equity vs Rest of World. SA has been a 
microcosm of non US Equity

“For most of history, biasing portfolios against 
the very largest stocks has been lucrative. Yet 
over the last decade, and particularly the last 
year, it has been a disaster.” GMO
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The (only) silver lining of high yields
The ALBI has demonstrated that starting valuations (yields) do matter
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South African relative performance has been well documented
Spectacular over the long term, dreadful over the last 13 years

31-Mar-24 JSE S&P - Rands 
JSE Out / Under

Performance 

CAGR since Dec-75 17,3% 15,7% 1,6%

CAGR since Dec-90 13,9% 15,0% -1,1%

CAGE since Dec-00 13,5% 9,8% 3,7%

CAGR since Dec-10 10,3% 19,4% -9,1%

CAGR since Dec-15 8,7% 13,1% -4,4%

Source: SBG Securities
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Starting valuations have always 
had a material impact on 
prospective returns.

The parallels between previous 
periods of relative valuation & 
currency support are instructive. 

The relative valuations have explained much of the last 50 years
As does the significant real depreciation of the Rand
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Positioning of the 

ClucasGray Funds
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ClucasGray Asset Allocation Process
Prospective domestic returns relatively attractive

Objective of delivering Real Rand 
Returns.  

Many South African companies have the 
potential to:

o Deliver an earnings recovery off 2023 
base

o Re-rate off historically subdued 
valuation levels

o Deliver compound returns that exceed 
the current (elevated) cost of equity

Global equity opportunities exist away from 
the larger US indices.

Key events / outcomes for SA assets:

o Elections
o Declining bond yields 
o Inflation subsides & Rate cycle turns
o Currency stabilizes

Expected Annualised Return

Expected Inflation +4%
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Practical examples of our Alpha Thesis
Estimate of 3 year earnings growth is very similar for divergent range of companies
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3 Year Compound Returns - Earnings growth similar, Re-
rating potential vastly different

Earnings Re-rating Yield Start PE Fair PE

Expected Inflation +5%

“To outperform, 
companies need to:

- Grow faster
- Generate higher FCF 

yield
- See valuation 

multiples rise faster 
than the market.”

GMO, 2024

The last few years in 
South Africa have seen 
the antithesis of the 
above. 

Source: Bloomberg, CGAMSample size of 4 companies per grouping – for illustrative purposes only
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Performance of ClucasGray Equity Fund to 30 June 2024
Returns compare well to JSE Indices & Inflation

ClucasGray Equity Fund Gross Returns 1 Year Return 3 Year Return 5 Year Return 7 Year Return 10 Year Return Since inception

ClucasGray Equity Prescient Fund 12.7% 14.4% 11.2% 10.5% 8.9% 12.3%

Capped Swix, TR 10.0% 10.1% 8.7% 7.5% 6.5% 10.4%

Vs Capped Swix 2.7% 4.2% 2.5% 3.0% 2.4% 1.8%

Inflation 5.4% 6.1% 5.0% 4.9% 5.0% 5.2%

Real Returns 7.3% 8.3% 6.2% 5.6% 3.9% 7.1%
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Fund split across market cap spectrum.
ClucasGray Equity Fund – Portfolio Analytics

Source: CGAM

> R100bn 

R30 -
R100bn

R10bn -
R30bn

R2bn -
R10bn

< R2bn

Differentiated Holdings

Reunert, Adcock, Metrofile, Sabvest, Life Healthcare

Ethos, AECI, Grindrod, KAL Group, Nampak, Premier

Portfolio Construction Guidelines

Minimum weight of 1.5%

Maximum weight of 10%

25-30 holdings

Risk Metrics

Leverage; Valuation

Concentration; Liquidity

CGEF JSE

Weighted PE multiple 8,0x 12,6x

Weighted Dividend Yield 5,5% 4,1%

Potential Portfolio IRR > CoE CoE

% doing buy backs / specials >50%

Source: Bloomberg, CGAM, 2024
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Equity Fund: Alpha objective – over time, not necessarily all the time

Our differentiated and active 
approach has resulted in Alpha 
delivery over time.
* Charts up to 30 June 2024
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Equilibrium Fund asset allocation since inception
We continue to be active around the asset allocation & security selection

SA Equities 54%

Listed Property 4%

Cash, Bonds & Prefs 20%

Global 22%
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ClucasGray Equilibrium Fund Asset Allocation

SA Equity Listed Property Global Equity
Global Income SA Income
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Reg 28 changes have seen 
material allocation shifts

SA Equity Offshore Total
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ClucasGray Equilibrium Fund Performance
30 June 2024

1 Year 3 Years 5 Years 7 Years
Since Inception –

Jan 2015

ClucasGray Equilibrium Fund 13.1% 11.8% 10.2% 9.7% 9.3%

SA Multi Asset High Equity 10.1% 9.0% 8.9% 7.7% 6.8%

Inflation 5.4% 6.1% 5.0% 4.9% 4.9%

Real Returns 7.7% 5.7% 5.2% 4.8% 4.4%
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CGAM SA Balanced Prescient Fund asset allocation
SA positioning in ClucasGray Equilibrium Prescient Fund to fund launch in July 23

Opportunity to deliver on our 
investment objectives through a 
combination of South African 
equity & fixed income. 

Returns of >14% since inception 
in July ’23, to end June ‘24.

Potential Real Rand IRR’s of 
portfolio very attractive. 

SA Equities 68%

Listed Property 6%

Bonds 25%

Income 1%
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CGAM SA Asset Allocation - Actual since launch in July 2023

SA Equity Listed Property Income
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Patience & Time
“Patience will be rewarded”; Timing always uncertain. 

Valuation appeal

Good businesses 
- Market presence 
- Prospect for long term growth

Companies, large & small, unlocking value 
themselves, including:
- NPN, BTI, SBP 
- MTH, TRU, AIP
- LHC, EXX GND
- Life companies & many others

Last resort is corporate action. Our funds 
have benefited from numerous de-listings 
in recent times:
- CLR, L4L, DGH
- RBP, MSM, FFB, MCG

Genuine active management well placed to 
take advantage of dislocated opportunity 
set



Disclaimer
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Information contained herein is for information purposes only and is merely illustrative. It is not deemed as advice as defined in

the Financial Advisory and Intermediary Services Act (FAIS Act). ClucasGray Asset Management and its employees shall not be

held responsible for any losses sustained by any person acting based on the information. Past performance of any of our

portfolios is not indicative of their future performance.

Persons are advised to contact ClucasGray Asset Management directly should they wish for us to conduct an analysis with a

view to facilitating investing in our investment portfolios.

ClucasGray Asset Management (Pty) Ltd is an independent investment management company registered in South Africa,

company registration number 2019/060149/07 and an authorised financial services provider under the Financial Services

Board (FSB) registration number 50733.

The main business of ClucasGray Asset Management is the provision of investment management services to private and

institutional clients.
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