
COMMUNITY GROWTH FUNDS  |  QUARTERLY INVESTMENT REPORT 31 MARCH 2021 1CGF

COMMUN
ITY

 GR
OW

TH FUNDS

31 MARCH 2021

CGF

COMMUN
ITY

 GR
OW

TH FUNDS

CO
M

M
UN

IT
Y 

GR
OW

TH
 G

IL
T F

UN
D MARKET COMMENTARY

Disclosure of FSP: Futuregrowth Asset Management (Pty) Ltd (“Futuregrowth”) is a licensed discretionary financial 
services provider, FSP 520.

FUND OVERVIEW
A spectacular meltdown took centre stage as rising inflation fears 
and expectations of monetary policy tightening took a firm hold 
amongst global bond market investors. The tsunami of sellers caused 
the US 10-year Treasury yield to reach a high of 1.74%, a notable jump 
when compared to the twelve-month low of 0.5% - and in the pro-
cess, dragged the entire global bond market with it.  

Even though the share of foreign investor exposure to South African 
rand dominated government bonds dropped sharply since the peak in 
2017, this remains the single largest investor group.  Indiscriminate 
foreign selling of rand-denominated government bonds, mainly in 
response to global events, totalled a whopping R38 billion during the 
first quarter of this year.  This contributed to a sharp rise in local bond 
yields.  

Concerns about elevated future inflation and its negative implica-
tion for monetary policy also found its way into more bearish short-
term interest rate pricing.  The steep upward slope of the local forward 
rate agreement (FRA) market curve clearly reflects this.  In contrast, 
the SARB reiterated its more neutral/dovish stance at the March 
Monetary Policy Committee (MPC) meeting by unanimously keeping 
the repo rate unchanged at 3.5%.  The relatively benign longer-term 
inflation outlook and a fragile economic recovery convinced the MPC 
to stay the course.    

In February, the Minister of Finance confirmed that this admin-
istration is serious about its intention to turn the fiscal ship away 
from the proverbial cliff. The deceleration of debt accumulation by 
means of higher-than-expected tax revenue collection and focus on 
expenditure reduction rather than simply raising taxes is encourag-
ing.  Execution risk remains high though.  

In stark contrast to the previous three quarters, rising bond yields 
caused a significant underperformance of nominal bonds relative to 
cash. On a net basis, the FTSE JSE All Bond Index (ALBI) rendered a 
return of -1.74% for the first quarter of this year.  

PERFORMANCE REVIEW
The fund produced a 14.65% net-of-fees return for the 12-month 

period ending March 2021, underperforming benchmark by 2.31%. 
Underperformance was mainly due to the Fund’s underweight po-
sition in the 3– to 7- year area of the yield curve which rendered a 
strong 20.43% return over the 12-month period due to yield curve 

bull steepening. In the same vein, the Fund holds a sizeable over-
weight position in the 10-to 15-year area of the curve, which under-
performed on a relative basis.  

The investment strategy continues to focus on balancing the ex-
pected return from base accrual with that of potential roll-down. 
Risk-adjusted return expectations remains highest in the 10- to 
20-year area of the curve in light of the favourable roll-down and 
base accrual characteristics exhibited by this part of the yield curve 
as well as its limited exposure to fiscal risks that generally tends to 
plague the longer +20 year end of the nominal bond curve. 

Source: Old Mutual Investment Group as at 31 March 2021.
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FUND OBJECTIVE
To maximise this fund’s total returns through a balance of capital 
growth and a high level of income. To invest funds into longer term, 
fixed interest instruments with an emphasis on institutions and 
projects than contribute to the development of South Africa through 
meaningful social impact, commitment to development, community 
participation and support.

INVESTMENT MANDATE
The fund invests in interest-bearing securities and money market 
instruments. All investments in interest-bearing securities must be 
approved by Unity Corporation.

CHARACTERISTICS OF THE FUND AND RISKS
This fund is suited to astute investors who have a particular view on 
a single asset class whilst investing in socially responsible invest-
ments. The investor understands the impact of the interest rate cycle 
and accepts this risk in exchange for moderate capital growth. The 
Fund is exposed to both interest rate risk and credit risk. In terms of 
interest rate risk, the risk to the Fund is moderate as the mandate 
allows for limited positioning relative to benchmark and in terms of 
credit risk; the Fund’s investments are limited to listed credit assets 
with a credit rating of investment grade or better.

Daphne Botha
Portfolio Manager

25 years of investment experience
B.Com (Hons), Diploma in Financial Markets 
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  TEL 011 333 7545  °  FAX 011 336 8333  °  WWW.comanco.co.za  °  INVEST@comanco.co.za

TRUSTEES, The Standard Bank of South Africa LTD. PO BOX 54, CAPE TOWN, 8000. TEL +2721 401 2002, FAX +27 24 401 3887. 
Community Growth Management Company (RF) (Pty) Ltd (COMANCO) is a licensed Management Company 

approved by the Registrar of Collective Investment Schemes (www.fsca.co.za), (Registration no. 1992/002327/07). 
6TH FLOOR, 85 Main Street, MARSHALLTOWN 2017, Johannesburg.

PORTFOLIO COMPOSITION
TEN LARGEST HOLDINGS                        % MARKET VALUE

RSA 8.25 31032032 2 224 167

RSA 8.50 31012037 2 067 470

RSA 8.875 28022035 1 376 694

RSA 8.00 31012030 1 241 202

RSA 9.00 31012040 1 022 527

ESKOM HOLDINGS LTD 8.5 25042042 355 184

TRANSNET LIMITED 8.9 14112027 295 275

TN30 10.50 09102030 289 768

ES33 7.5 150933 214 870

SA NATIONAL ROADS AGENCY 9.25 163 933

NET ASSET VALUE (NAV)   139.39 

MATURITY BANDS                                                  YEARS % MARKET VALUE

0-3 7.4   838 045

3-7 7.6   860 183

7-12 36.1  4 089 929

12+ 46.9  5 314 778

CASH 1.9   220 521

NET ASSET VALUE 100  11 323 456

MATURITY BANDS

0-3 YEARS

3-7 YEARS

7-12 YEARS

12+ YEARS

7.4%

7.6%

36.1%

46.9%

FUND CATEGORY South African - Interest Bearing - Variable Term

FUND BENCHMARK BEASSA All Bond Index

LAUNCH DATE 14 July 1998

FUND SIZE R11.2 million

FUND CODE CGMI

DEALING PRICE NAV

DISTRIBUTIONS Declared: February 2021.
Distributed 1 business day after declaration.
February 2020: 5.74c per unit.
August 2020: 5.65c per unit.
February 2021: 5.82c per unit.

MINIMUM INVESTMENT R5000 lump sum. 
Monthly debit order R500.

INITIAL CHARGE No initial administration charge. Initial adviser 
fee will be between 0% to 0.68% (incl. VAT).

SERVICE FEE 0.5% p.a.

NAV PRICE  (cents/unit) 139.39c

TOTAL EXPENSE RATIO (TER)* 1.36% (Annualised)

FUND PERFORMANCE  % Performance (annualised)

YEARS FUND % FUND BENCHMARK % CATEGORY RANKINGS

1 14.7 16.3 26/33

3 4.3 4.9 23/28

5 7.8 8.0 19/24

7 7.1 7.2 11/14

10 7.9 7.6 8/14

*Past performance is no indication of future performance.

FUND (since Inception) HIGHEST % AVERAGE % LOWEST %

12-month returns 12.79 0.72 -14.13

STATUTORY INFORMATION
Collective Investment Schemes in Securities (unit trusts) are generally medium- to 
long-term investments. Past performance is no indication of future growth. Unit trusts 
may engage in scrip lending and may borrow up to 10% of the market value of the port-
folio to bridge insufficient liquidity. Unit trust prices are calculated on a net asset value 
(NAV) basis, which is the total market value of all assets in the portfolio including any 
income accrual and less any permis sible deductions from the portfolio divided by the 
number of units in issue. Each fund’s total expense ratio (TER) reflects the percentage 
of the average Net Asset Value of each portfolio that was incurred as charges, levies 

and fees related to the management of the portfolio. Instructions to withdraw must 
reach Community Growth Management Company (RF) (Pty) Ltd (COMANCO) before 
15h00 to ensure same day value.

The portfolio performance is calculated on a NAV-NAV basis and does not take any 
initial fees into account. Income is reinvested on the ex-dividend date NAV price.  
Actual investment performance will differ based on the initial fees applicable, the ac-
tual investment date and the date of reinvestment of income.  Additional information 
is available free of charge at invest@comanco.co.za.
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