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Market volatility remained elevated throughout the quarter particularly mid-way through the period as risk sentiment soured. This was triggered 
by concerns around higher stages of loadshedding, the potential of grid collapse and the US ambassador’s statement relating to the sale of arms 
by South Africa to Russia. The souring sentiment led to a continued reduction in the percentage ownership of South African bond holdings by 
foreign investors, which at the end of May, stood at a 12-year low of 25.1%. The currency was also not spared during the period as it weakened 
to a low of R19.86 against the US dollar. Despite currency weakness over the period, the disinflation trend gained momentum as headline CPI 
data for May slowed to 6.3% year-on-year following a period of stickiness and is now well-below the peak of 7.8% recorded in July 2022. A 
combination of base effects and softer prints for food inflation was primarily responsible for the moderating level of headline inflation. The SARB 
remained hawkish even with the disinflation trend becoming progressively more pronounced. All five members of the monetary policy committee 
opted to vote for a 50-basis point (bp) increase at the May meeting. Against this backdrop nominal bonds, as measured by the ALBI index, 
weakened in April before weakening more aggressively in May. Although June saw a strong recovery, this was not strong enough to render the 
quarter’s return positive. As such, the ALBI index rendered a return of -1.53% over the period. This was weaker than the +1.92% and -0.84% return 
rendered by cash (STeFI index) and inflation-linked bonds (IGOV Index) respectively.

MARKET COMMENTARY

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.

FUND INFORMATION

F U N D  I N F O R M AT I O N

F U N D  O B J E C T I V E

LOW LOW TO MODERATE MODERATE MODERATE TO HIGH HIGHR I S K  P R O F I L E

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

I N V E S T M E N T  M A N D AT E

This fund is suited to astute investors who have a particular view on a single asset class whilst investing in socially responsible 
investments. 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 bench mark 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. 

C H A R A C T E R I S T I C S  O F  T H E  F U N D  A N D  R I S K S

PERFORMANCE REVIEW

MARKET OVERVIEW

SA ECONOMY

The Fund strategically prefers bonds in the 12- to 20-year area of the curve given the strong level of interest rate accrual expected in this part 
of the curve. The Fund also continues to take advantage of market volatility by tactically rolling up the yield curve into market weakness and as 
longer dated bond yields become more attractive and rolling down the yield curve into strength. The Fund maintains a strategic underweight 
position in the +20-year area of the yield curve due to ongoing concerns around SA’s fiscal sustainability. From an interest rate risk perspective, 
the Fund’s modified duration has increased to +0.4 relative to benchmark from +0.2 at the end of June 2022. The increase in modified duration 
has been in response to improved valuation of longer-dated bonds, specifically those in the 12- to 20- year area of the curve.

FUND POSITIONING

The Fund returned 6.53% over the 12-month period ending June 2023, underperforming the benchmark by 1.7%. Increased sovereign 
risk premium caused the nominal bond yield curve to bear steepen as investors priced in their concerns around ongoing idiosyncratic 
risks. Underperformance was primarily due to the Fund’s overweight position in the +12-year area of the nominal curve, which was 
the weaker performing sector over the period due to the bear steepening.

R I S K  P R O F I L E

Source: Old Mutual Investment Group as at 30 June 2023
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