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The Opportunity Set

GOING OFFSHORE
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ASSET GLOBALISATION

The Opportunity Set

Source: Bloomberg as at 31 January 2026

FTSE/JSE All Share Index
Constituents: 120

Market Cap: $1.48T

MSCI World Index
Constituents: 1320
Market Cap: $84.7T
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ASSET GLOBALISATION

The Opportunity Set

Source: Bloomberg as at 31 January 2026

MSCI World Index
Constituents: 1320
Market Cap: $84.7T
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~0.4%

ASSET GLOBALISATION

The Opportunity Set

South Africa's share of
global market capitalisation

Staying local means ignoring 99.6% of the 
world's investable universe

Return Potential

Global equities have delivered superior long-run returns 
driven by depth of innovation, technological disruption and a 
broader growth opportunity set.

Risk Diversification

SA economic cycles, rand volatility and policy risk are 
idiosyncratic. Global diversification materially reduces 
portfolio risk and drawdown depth.

Regulatory Tailwind

Increasing offshore allocation limits signal a structural shift - 
investors are expected to access global markets. Staying fully 
local is no longer best practice.

Every rand converted from a lifetime of work deserves to work in the broadest opportunity set available.



The Active

Underperformance

Problem
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THE ACTIVE UNDERPERFORMANCE PROBLEM

The numbers
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THE UNDERPERFORMANCE PROBLEM

Why Local Active Equity Managers Struggle

Source: S&P Global as at 31 March 2025

Hyper-efficiency

Global large cap stocks are among the most researched in the world - 
thousands of analysts covering each name.

Capital-intensive

Traditional offshore mandates require physically exporting rands - every 
rand sent abroad is a rand no longer working locally.

Information disadvantage

SA-based managers face time zone gaps, travel costs and limited on-the-
ground intelligence in foreign markets.

Cost drag

Currency conversion costs, management fees and transaction costs 
compound into significant performance headwinds.

of funds underperformed the S&P 
Composite 1500® over 5 years

84.69%

of funds outperformed the S&P 
Composite 1500® over 5 years

15.31%



Holding ≠ Exposure

The Systematic

Solution
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THE SYSTEMATIC SOLUTION

Portable alpha explained

Cash Futures Market Returns

Cash + α Futures Market Returns + α
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THE SYSTEMATIC SOLUTION

Portable alpha explained
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THE SYSTEMATIC SOLUTION

Portable alpha explained

CAPITAL SITS  HERE

Local SA Fixed Income 
Instruments

• High-quality bonds
• Money market
• Credit instruments

Capital never leaves SA

OVERLAY →

THE MECHANISM

Overlay / Derivative

• Equity index futures
• Swap instruments
• Unfunded structures

Creates exposure without
moving physical capital

EXPOSURE →

EXPOSURE HERE

Global Equity Beta

• MSCI World / EM
• Index-linked return
• Cheap & efficient

Full offshore access
at minimal cost

RESULT: Two return streams - local fixed income alpha + global beta - from one pool of capital

Think: Liberating Capital While Maintaining Exposure 



Where does the advantage come from?

Why this works:

The Structural

Advantage



Factor Global Equity Local FI

Market Efficiency High Moderate

Analyst Coverage Very High Moderate

Manager Edge Low High

Alpha Opportunity Low High

Cost of Access High Low

ACTIVE INCOME ALPHA

The Local Advantage

Genuine Information Edge

Local bond and credit markets are less liquid and less widely 

followed. Deep local expertise — relationships, issuer access, 

market micro-structure knowledge — translates directly into 

performance.

Real Yield Opportunities

South African fixed income offers attractive real yields relative to 

developed markets. Skilled duration and credit positioning adds 

consistent value over time.

Consistent, Low-Volatility Alpha

Unlike equity alpha which is lumpy and cyclical, fixed income alpha 

from systematic credit and income strategies tends to be more 

stable, with lower drawdown risk.

Harvest beta where it is cheap, mine alpha where it is richest 



Buying Beta

via physical allocation

Efficiency: Very Efficient

Exp. Return: Low

→  Markets fully price this

→  Cheaply available via futures

→  Zero information advantage

→  No alpha opportunity

Harvesting

Local Yield
active fixed income management

Efficiency: Less Efficient

Exp. Return: Higher

→  Genuine manager edge

→  Institutional frictions to exploit

→  Real yield pickup available

→  Consistent alpha generator

Systematic

Alpha Engine
rule-based, multi-premium

Efficiency: Least Efficient

Exp. Return: Highest

→  Multiple premia stacked

→  Complexity is the moat

→  Behavioural + structural edge

→  Compounding diversification

Capital should be deployed where markets are least efficient - and that is precisely what portable alpha does.

THE CAPITAL DEPLOYMENT FRAMEWORK 

Where Capital Should Work



WHY THIS WORKS

The Structural Carry

Why EM Rates Are Structurally Higher

Inflation Risk Premium
EM central banks maintain higher policy rates to anchor inflation expectations in 

volatile macro environments.

Currency Risk Premium

Higher rates compensate global investors for holding EM currency exposure.

Fiscal Risk Premium
Sovereign credit risk and higher debt-service costs embed additional spread 

into local rates.

Liquidity Premium
Thinner markets mean investors demand extra compensation for liquidity risk at 

all tenors.

The Portable Alpha Carry Mechanic

Funding Cost

DM short rates (USD SOFR + funding spread)

Local Cash Return USD

SA short-end (SARB repo +  EM spread)

Alpha

Active cash management benefit (structural benefit)

E[Excess Return] = (Local USD Rate − Funding Rate) +  

Alpha − Costs



18

WHY THIS WORKS

The Structural Carry

Expected Excess Return  =

(Local USD Rate − Funding Rate) + Alpha − Costs

+ Local USD Rate

EM Short Rate

Example: ~5% (SA Bank USD Depo)

This is the return on capital deployed 

to local USD instruments. It is the 

richest leg.

− Funding Rate

DM Short Rate

Example: ~4% (USD SOFR)

The cost of gaining offshore equity 

beta exposure via futures/swaps.

+ Alpha

Active Outperformance

Example: +1–2% target

The additional return from skilled 

active management in less efficient 

local markets.

− Implementation Costs

Friction

Example: ~0.4%

Derivatives roll costs, 

management fees, admin. Kept 

deliberately low by systematic 

design.



The Evidence

Active FI Alpha

Exists Locally



20 Source: S&P Global as at  September 2025

ACTIVE INCOME OUTPERFORMANCE

South African Fund Managers

34%

66%

of funds underperformed the 

SteFI Composite over 10 years

of funds outperformed the  

SteFI Composite over 10 years
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THE NEW EDGE 

Consistency in a Noisy World

Net returns to 31 January 2026. Since inception January 2017.

3 Months 6 Months 1 year 3 years (p.a.) 5 years (p.a.) 7 years (p.a.) Inception (p.a.)

Prescient Core Equity Fund A2 10.7% 25.1% 48.2% 20.5% 17.7% 14.5% 12.1%

FTSE/JSE All Share Total Return Index 10.3% 23.8% 44.4% 19.0% 16.7% 13.8% 11.7%

Alpha 0.4% 1.3% 3.9% 1.5% 1.0% 0.7% 0.5%
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Equity

Outperformance  

Globally
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EQUITY OUTPERFORMANCE  ACROSS ALL INDICES

Operationally Efficient: MSCI World Countries

Source: MSCI
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EQUITY OUTPERFORMANCE  ACROSS ALL INDICES

Operationally Efficient: MSCI ACWI Countries

Source: MSCI
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THE NEW EDGE 

Consistency in a Noisy World

Gross returns to 31 January 2026. Since inception September 2014.



26

COMMON QUESTION

Why isn’t everyone doing this?

Derivatives 
Expertise

Requires deep 
experience in equity 
futures, swaps, and 
structured overlay 
construction

Fixed Income and 
Cash Management

Managing collateral, 
margin, duration and 
credit exposure 
demands 
sophisticated fixed 
income skill set.

Risk Overlay 
Infrastructure

Real-time risk 
monitoring across 
multiple premia 
layers needs 
institutional-grade 
systems and 
investment 
infrastructure set up.

Operational 
Sophistication

Settlement, reporting, 
compliance, and 
oversight of synthetic 
structures is non-
trivial.



BUSINESS ADDRESS

Block B, Silverwood, Silverwood Lane, Steenberg Office Park, Tokai, 7945

Tel: +27 21 700 3600

Web: www.prescient.co.za

REGULATORY INFORMATION

The information contained herein is provided for general information purposes only. This information does not constitute a solicitation, 

recommendation, guidance or proposal, and the service provided is not intended nor does it constitute financial, tax, legal, investment or 

other advice. Whilst reasonable steps are taken to ensure the accuracy and integrity of information contained herein, Prescient accepts 

no liability or responsibility whatsoever if any information is, for whatever reason, incorrect. Prescient further accepts no responsibility for 

any loss or damage that may arise from reliance on information contained herein. There is no guarantee in respect of capital or returns in 

a portfolio and provided for illustrative purposes. Please note that there are risks involved in buying or selling any financial product, and 

past performance of a financial product is not necessarily indicative of the future performance. The value of financial products can 

increase as well as decrease over time, depending on the value of the underlying securities and market conditions.

Prescient Investment Management is a signatory to the UNPRI

THANK YOU
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FAIS DISCLOSURE

• Prescient Investment Management (Pty) Ltd is an authorised financial services provider (FSP number 612) 

in terms of Section 8 of FAIS. A copy of our license certificate is available on request.  

• Key individuals: Cheree Dyers, Guy Toms and Bastian Teichgreeber

• Prescient Investment Management (Pty) Ltd has adopted and implemented a conflict of interest 

management policy that complies with the provisions of FAIS. The conflict of interest management policy 

can be obtained from compliance@prescient.co.za.

• Prescient Investment Management (Pty) Ltd holds Professional Indemnity and Fidelity cover.

• In terms of FICA, Prescient Investment Management (Pty) Ltd is an accountable institution. We are 

required to identify our prospective clients, verify the given information and keep records of the verifying 

documents.  We are also obliged to report suspicious and unusual transactions that may facilitate money 

laundering to the authorities.

• Should you wish to pursue a complaint against a key individual and/or representative of Prescient 

Investment Management (Pty) Ltd, you should address the complaint in writing by email to 

complaints@prescient.co.za or post for attention of the Compliance Officer at the registered address.   

• Nazley Herandien is the appointed compliance officer.

• You should note that there are risks involved in buying or selling any financial product, and past 

performance of a financial product is not necessarily indicative of the future performance. The value of 

financial products can increase as well as decrease over time, depending on the value of the underlying 

securities and market conditions.

• Full disclosures available at www.prescient.co.za

Prescient Investment Management (Pty) Ltd is authorised to render advisory, intermediary and discretionary financial services in respect of the following categories and financial products:

ADVICE INTERMEDIARY

CATEGORY I CATEGORY I CATEGORY II

Long-Term Insurance: Category B1 X X X

Long-Term Insurance: Category B2 X X X

Long-Term Insurance: Category B2 - A X X X

Long-Term Insurance: Category B1 - A X X X

Long-Term Insurance: Category C X X X

Retail Pension Benefits X X X

Pension Funds Benefits X X X

Shares X X X

Money market instruments X X X

Debentures and securitised debt X X X

Warrants, certificates and other instruments X X X

Structured deposits X X X

Participatory interest in a hedge fund X X X

Bonds X X X

Derivative instruments X X X

Participatory interests in Collective Investment 

Schemes
X X X

Forex Investment X X X

Long – term Deposits X X X

Short – term Deposits X X X

mailto:compliance@prescient.co.za
mailto:complaints@prescient.co.za
http://www.prescient.co.za/
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