
Rob Spanjaard | CIO

Investment Forum 2024

Sometimes Risk is an Opportunity

March 2024



“Successful investing is about 
managing risk, not avoiding it.”

- Benjamin Graham



Risk of Something Big Going Wrong: High
1970’s volatility scenario is possible

Global Risk vs Reward

3

Current Risk vs Reward Scenario

Equities Positive

Bond Duration Negative



Rezco Value Trend: 20 Years of Risk Control
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Scenario
No 

Landing
Soft 

Landing
Normal 

Recession
Fat 

Tails
Something Breaks

Probability 45% 15% 15% 25%
Earnings 
Impact

5% to 30% 0% to 10% -10% to -20% -25% to -45%

Description

Fed did a major 
pivot and threw out 
everything that they 
have been saying 
about not repeating 
the 1970’s 

Inflation falls to target 
while wages decelerate, 
corporates tighten up 
but profits are stable 
and balance sheets 
strengthened.

This is now deferred to 2025

The Fed/ CB’s needs a 
recession to break inflation, 
unemployment rises to curb 
wage increases, services super-
core inflation is stickier and 
requires a recession to cool 
demand.

Inflation comes back 1970’s style 
in 2025

Something breaks due to:
1) Hot Inflation
2)impact of rapidly increased 
interest rates; or 
3) geopolitical shock eg 
Taiwan/Ukraine/Israel/Iran and 
nuclear tensions.

What is Rezco Positioned for?



The Danger in the no Landing Scenario



Inflation Could Cause 1970s Volatility
Rolling 12 month returns



South Africa Risk vs Reward
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Risk of large positioning change: High

Current Risk vs Reward Scenario

SA Inc Equities Negative

China Beneficiaries Negative

Cash: ST Bonds Positive



Flexible Asset Allocation
Will Be Important



Rezco Value Trend
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Managing the regime change from global zero interest rates



The 55% That is in RSA
Risk Management Critical

SA Equity Fund
Managing Risk & Return



Rezco (SA) Equity Fund
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Rezco Equity Fund Alpha (10 Year)
Funds in the ASISA SA Equity general SA only
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Rezco Equity Fund Alpha (7 Year)
Funds in the ASISA SA Equity general SA only
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Rezco Equity Fund Alpha (1 Year)
Funds in the ASISA SA Equity general SA only
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Rezco Equity Fund Beta vs Peers
Funds in the ASISA SA Equity general SA only



Diligent Research Process
● Get the alpha from a wide and diverse range of 

opportunities.

Portfolio Construction
● Building a portfolio to get the best risk reward result.

Portfolio Technology

The Philosophy to Manage Risk

RSA Equity Fund
The keys to managing risk and return



Robust Investment Process to Find Winners
Investment process: Application of our investment philosophy



NPN/PRX?

Research: Find a Diverse Range of Winners
Rezco Equity Fund (7 year): Contributors vs Capped SWIX



7 Year Contributors to Performance

SWIX:
● 3 winners above 4%
● Overly dependent on NPN

Rezco:
● 8 winners above 4%



Rezco Equity Fund (FY2023)
Contributors Vs. Capped Swix



Liquid & High Quality Shares Important for Risk 
Management

Source: JTC Group/Rezco
Based on Reg 28 bands of market capitalization

(small cap: <R2bn, mid cap: R2bn -< R20 bn; large cap: >R20 bn
Current market value determines historical cap



The Technology to 
Manage Risk



The Standard Sector Classifications Are Inflexible
Need to know where your risks are



Create Custom Themes



Create Custom Themes



Start With Individual Shares
Then look at the combination



Know How Much Risk You Are Taking
Live: Ex-Ante Beta & Vol. calculation



Test on a Proprietary Risk Model



The Philosophy to Manage Risk

“When the facts change, I change my 
mind. What do you do, sir?”

- John Maynard Keynes
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Gray Rhino’s Methodology to Manage Risk

A gray rhino is a “highly probable, 
high impact yet neglected threat.

Gray rhinos are not random 
surprises, but occur after a series of 
warnings and visible evidence.”



Global Rhino to be Alert For
● Signs of USA inflation turning hot

Action to Take
● Move Equity to cash and short duration

Global Gray Rhinos
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Don’t panic or ignore: React if they get closer



South Africa Rhino to be Alert For
● Messy election
● Monetary and fiscal policy becomes populist
● Negative consequences of foreign policy 
● Economic growth deteriorates further
● Risks of the ZAR doing a Turkey become elevated

Action to Take
● Max global & max rand hedges in local Equity

Key Gray Rhinos
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Don’t panic or ignore: React if they get closer
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RSA Not Cheap
Given low growth alternative



Impact of Contentious Policy is Cumulative
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South Africa, Brazil & Turkey
Currency & contentious policy
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Sentiment is Fragile
Even the strong must tread carefully
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RSA Fundamentals
Negative current account: Foreign opinions matter



Funds Positioning (28 Feb 2024)

Managed 
Plus

Value 
Trend

Stable SA 
Equity

Global 
Flexible

SA Equity 21% 8% 5% 95%-99%

Global Equity 37% 32% 24% 59%

Total Equity 58% 40% 29% 59%

SA Gov Bonds (R186) 19% 23% 25%

SA Floating Rate Notes & MM 9% 21% 27%

Global  Bonds & MM 14% 16% 19% 41%

Offshore 51% 48% 43% 100%



“When the facts change, 
I change my mind. 

What do you do, sir?”

- John Maynard Keynes



Thank You



Disclaimer
Preserving Capital* & Creating Wealth.

*While the portfolio manager will attempt to minimise risk, it is possible that the investor could incur losses, including the loss of principal invested.

This presentation does not constitute an offer or solicitation to any person in any jurisdiction in which such offer or solicitation is not authorised or to 
any person to whom it would be unlawful to make such offer or solicitation and is only intended for the use of the original recipient/addressee. If 
further distributed by the recipient, the recipient will be responsible for ensuring that such distribution does not breach any local investment 
legislation or regulation.

The information in this material may pertain to the C-Class of the funds available for investment to authorised financial institutions who invest in the 
funds on behalf of their clients at the fee rate applicable to C-Class. This material is intended only for financial institutions in order to provide them 
with appropriate information concerning the Fund as it is relevant for their clients. Information concerning the most expensive class of the Fund and 
its fee may, therefore, not be used in this material but is available from the Manager on request.

Opinions expressed are current opinions as of the date appearing in this material only. The information is confidential and intended solely for the use 
of Rezco Asset Management's clients and prospective clients, and other specific addressees. It is not to be reproduced or distributed to any other 
person except to the client's professional advisers.

All data, models and tests are sourced from Rezco Asset Management unless otherwise stated. While the information obtained is from sources we 
believe to be reliable, Rezco Asset Management does not guarantee the accuracy or completeness thereof. Same as may be provided under law, 
Rezco Asset Management does not accept any liability for inaccurate or incomplete information contained or for the correctness of any opinions 
expressed.

Prospective investors should inform themselves and take appropriate advice as to any applicable legal requirements and any applicable taxation and 
exchange control regulations in the countries of their citizenship, residence or domicile, which might be relevant to the subscription, purchase, 
holding, exchange, redemption or disposal of any investments.

While the portfolio manager will attempt to minimise risk, the value of investments in discretionary accounts and the income derived from those 
investments may fluctuate, and it is possible that the investor could incur losses, including the loss of principal invested. Past performance is not 
necessarily indicative of future performance. An investor whose reference currency differs from that in which the fund or segregated account is 
denominated may be subject to exchange rate movements, which may cause fluctuations in the value of their investments. In addition, investments 
involving exposure to a currency other than that in which the segregated account or Fund is denominated may also cause values to fluctuate.
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