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Sanlam Investments Multi-Manager
has a unique philosophy that
governs their absolute returns
solution range. At the heart of it,
absolute return investing is about
protecting capital during periods of
market turbulence and managing
risk. We strongly believe that in
order to manage risk optimally, the
asymmetry principle should be in
place – smoothing out the return
profile of a solution.

WHILE ABSOLUTE
RETURNS IS A
PHILOSOPHY,
ASYMMETRIC
PROFILES ARE THE
IMPLEMENTATION OF
THAT PHILOSOPHY.
Lilian Lerm
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Pioneers in absolute return

Support for our Philosophy

During tough economic times
our team uses innovative thinking
to protect capital and achieve
consistent, inflation beating returns.
An example of this dynamic
approach is our one-of-a-kind
flexible property mandate; it allows
investments in any asset class
except equity.

Our team regularly analyse flexible
equity capabilities in comparison
to the equity market, to ensure
that we meet client objectives.
We believe that if an investor can
protect capital effectively during
the drawdowns, then the investor
does not need to capture all the
upside in order to achieve the
same result as, or outperform, the
benchmark (such as the ALSI or
the SWIX).

Absolute return solutions focus on
asymmetric returns, but property
as an asset class is not usually
asymmetric. In this unique solution,
the underlying asset manager
is able to use the full spectrum
of non-equity asset classes in
an unconstrained manner. The
manager can allocate to property
when required and diversify into
alternative asset classes when they
believe risk reduction is necessary,
thereby preserving capital. This
fund is the first of its kind available
in the market.

asymmetric portfolio was
calculated to capture 30% of the
downside and 67% of the upside in
the market. Given that these levels
of up and down capture have
proven to outperform the equity
market over time, we use these
capture ratios when analysing
flexible equity managers’ skill
and potential for inclusion in the
flexible equity blend. Different
capture ratios apply for different
asset classes, as highlighted in the
table under the Strategy Selection
section. In an absolute return
portfolio this asymmetric nature
would lead to lower drawdowns
and lower volatility - a smoother
performance profile for investors.
For this reason, Asymmetric
strategies will always form the
core of our portfolios.

The evidence - this graph
compares the return profiles of the
FTSE/JSE All Share Index with a
hypothetical asymmetric version
of the ALSI (absolute return form
of the ALSI). It shows that the
absolute return profile can keep
up with or surpass the benchmark.
Strong investment returns are
achieved, but at a far lower level of
risk – providing a smoother return.
The orange line represents the
market (ALSI) and the blue line
represents the hypothetical
asymmetric portfolio. This
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Strategy selection

Sanlam Investments Multi-Manager
absolute return solutions are made
up of several strategies. We select
the best managers or capabilities,
and blend them together to meet
each client’s objectives. The
underlying managers are selected
via a rigorous process to select
truly skillful managers. Only top
performing managers, who show
the most consistent outputs of their
investment philosophy and
process, become part of the
solution for clients.

Beta

Opportunistic beta allocations are
implemented when the probability
of upside capture outweighs the
probability of downside capture
to an extent that provides an
asymmetric opportunity based
on valuations and current market
conditions. If an asset class is
cheap and there are only a few
risks from a macro perspective, our
team allocates to the pure beta
in that asset class rather than the
asymmetric version. This is because
the expected upside is much more
than the expected downside.
However, if an asset class is
expensive and there are many
risks from a macro perspective, no
opportunistic beta allocations are
made and we then remain invested
in the asymmetric version of the
asset class.
Our team prides itself on our
rigorous tactical asset-allocation
process, which uses stringent
quantitative and risk management
tools in order to ensure
optimal allocations.
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WE SELECT THE BEST MANAGERS
OR CAPABILITIES, AND BLEND
THEM TOGETHER TO MEET EACH
CLIENT’S OBJECTIVES.

Strategies

Asymmetric
or Pure Beta

Asymmetry Target

Desired outcome

Flexible Equity
Strategies

Asymmetric

30% downside
capture and 67%
upside capture

Equity returns at half the
volatility

Flexible Property

Asymmetric

30% downside
capture and 67%
upside capture

Property returns at half the
volatility

Flexible Income

Asymmetric

25% downside capture
and 75% upside
capture

Bond returns at half the
volatility

Foreign Equity, Bonds
or cash

Beta or
Asymmetric

Downside focussed
managers

Rand provides a natural
asymmetry

Inflation Linked Bonds

Beta

-

Assist in matching liability,
particularly in low CPI target
portfolios

Cash

Beta

-

Used as protection and to
wait for opportunities

Pure equity, bonds or
property

Beta

-

Used only for special
opportunities

MULTI MANAGER
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Portfolio construction process
MARKET
RESEARCH
MANAGER
RESEARCH

PORTFOLIO
CONSTRUCTION

Manager Research

Market Research

The manager research process
evaluates two key aspects of
managers: their skill and the
amount of risk they take on to
achieve their returns.
•
Skill – determines whether we
will invest with a manager or
not
•
Risk – determines how much we
will invest with a manager

It is important to understand
the current market and to have
a view of market movements
going forward. This allows Sanlam
Investments Multi-Manager adds
value through asset allocation.

SKILL IS RARE. We distinguish
between skill and luck through indepth research, giving us the ability
to select managers that are truly
skillful, above those who might just
have been lucky in the market.
Risk is determined by company
stability, business and investment
risk. ESG factors also play a role
when evaluating sustainability.
Managers are assessed and blended
together so that the portfolio
will benefit from a range of style
betas that the markets reward at
different points in time. The overall
return experience that occurs
during different market cycles (as a
result of blending several manager
philosophies and processes) is
called STYLE BETA. Each client
requires a specific style beta to
meet their objectives.
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Portfolio construction
Sanlam Investment Multi-Manager
is a leader in portfolio construction.
We have developed proprietary
portfolio construction tools to
assist us. Asset allocation and
manager research outputs are
combined to generate an optimal
portfolio based on each client’s
specific objectives and constraints.
The absolute return range uses a
Conditional Value at Risk (CVAR)
optimisation framework, to select
skillful managers, while considering
the current and expected economic
environment. Managers are selected
and combined in a portfolio to
ensure diversification of styles. Our
proprietary risk management tool
assists us in allocating risk optimally.
What sets us apart as an investment
manager is how we integrate
disparate information into a
cohesive whole and tilt our clients’
portfolios to take advantage

SANLAM INVESTMENTS

5 to 7-year periods. The mandate’s
final aim is to have no negative,
rolling 2-year periods, taking into
account that short-term capital
preservation is intended, but not
guaranteed.

Flexible property mandate

Seeing the woods from the trees

New Flows, Market moving,
Data releases
Fundemental Research

Top down analysis,
Botom up analysis

The goal of the flexible property
mandate is to produce an asymmetric
version of exposure to the South
African listed property market.
The mandate aims to outperform
property bear markets, while
participating as much as possible in
property bull markets.
The primary benchmark for the
flexible property mandate is CPI+4%
over rolling 3 to 5-year periods - in
line with our return expectations of
the property sector over time. The
secondary goal is to perform in line
with the SA Listed Property Index,
but at lower levels of risk, over rolling

The evidence for this approach
to property allocations is shown
in graph 2. It highlights that the
property market experienced
negative 12-month returns 73% of
the time over the last three years,
while our flexible property Fund
only experienced negative 12-month
returns for 22% of the same period.
This means that the Fund was able
to produce positive rolling 12-month
returns 78% of the time, and has
also outperformed the property
index 93% of the time. This is
proof that our mandate adds great
value in terms of increasing the
asymmetric skew of client portfolios
when allocation to property.

We have a range of solutions available.
Valuation

Expected returns, Asset allocation
(SAA & TAA), Scenaro analysis
Portfolio Construction

Solution

Risk Budget (Acceptable
Minimum Return)

Risk Budget
Measurement Period

Desired outcome

CPI + 2%

¾ of Cash

Rolling 12 Months

No negative quarter

CPI + 3%

½ of Cash

Rolling 12 Months

No negative half year

CPI + 5%

0%

Rolling 12 Months

No Negative Year

CPI + 6%

-10%

Rolling 12 Months

No negative 24 months

CPI targets are gross of investment management fees.

MULTI MANAGER
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We have
a range of
solutions
available.
Flexible property mandate

returns for 22% of the same period.
This means that the Fund was able
to produce positive rolling 12-month
returns 78% of the time, and has
also outperformed the property
index 93% of the time. This is
proof that our mandate adds great
value in terms of increasing the
asymmetric skew of client portfolios
when allocation to property.

Index, but at lower levels of risk,
over rolling 5 to 7-year periods.
The mandate’s final aim is to have
no negative, rolling 2-year periods,
taking into account that short-term
capital preservation is intended, but
not guaranteed.

The goal of the flexible property
mandate is to produce an
asymmetric version of exposure to
the South African listed property
market. The mandate aims to
outperform property bear markets,
while participating as much as
possible in property bull markets.
The primary benchmark for the
flexible property mandate is CPI+4%
over rolling 3 to 5-year periods - in
line with our return expectations
of the property sector over time.
The secondary goal is to perform
in line with the SA Listed Property

The evidence for this approach
to property allocations is shown
in graph 2. It highlights that the
property market experienced
negative 12-month returns 73% of
the time over the last three years,
while our flexible property Fund
only experienced negative 12-month

30.0%

The Sanlam Investments MultiManager flexible property mandate
is therefore an ideal opportunity
to grow wealth, diversify portfolios
and preserve capital.

Rolling 12 month Returns
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-20.0%
-30.0%
-40.0%

SI MM Flexible Property fund
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WE DISTINGUISH
BETWEEN SKILL AND
LUCK THROUGH
IN-DEPTH RESEARCH,
GIVING US THE
ABILITY TO SELECT
MANAGERS THAT ARE
TRULY SKILLFUL

OUR COMMITMENT TO YOU

IS TO PUSH BOUNDARIES, UNCOVERING
ELUSIVE SOURCES OF ALPHA
We drive this through the precision and commitment of a team of Wealthsmiths™ who
have the skill to blend together the right combination of investments and turn them into
something more.
We are guided by superior research, powered by the breadth of expertise of a solutions
mindset, and fueled by unconventional thinking.

MULTI MANAGER
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Sanlam Investments consists of the following authorised Financial Services Providers: Sanlam Investment Management (Pty) Ltd
(“SIM”), Sanlam Multi Manager International (Pty) Ltd (“SMMI”), Satrix Managers (RF) (Pty) Ltd, Graviton Wealth Management (Pty)
Ltd (“GWM”), Graviton Financial Partners (Pty) Ltd (“GFP”), Satrix Investments (Pty) Ltd, Blue Ink Investments (Pty) Ltd (“Blue Ink”),
Sanlam Credit Fund Advisor Proprietary Limited, Sanlam Africa Real Estate Advisor Proprietary Limited, Simeka Wealth (Pty) Ltd
and Sanlam Asset Management Ireland (“SAMI”); and has the following approved Management Companies under the Collective
Investment Schemes Control Act: Sanlam Collective Investments (RF) (Pty) Ltd (“SCI”) and Satrix Managers (RF) (Pty) Ltd (“Satrix”).
Collective investment schemes are generally medium- to long-term investments. Past performance is not necessarily a guide to
future performance, and the value of investments / units / unit trusts may go down as well as up. A schedule of fees, charges and
maximum commissions is available from the Manager on request. Collective investments are traded at ruling prices and can engage
in borrowing and scrip lending. The Manager does not provide any guarantee with respect to either the capital or the return of a
portfolio. Performance is based on NAV to NAV calculations with income reinvestments done on the ex-div date. Performance is
calculated for the portfolio and the individual investor performance may differ as a result of initial fees, actual investment date, date
of reinvestment and dividend withholding tax. The manager has the right to close the portfolio to new investors in order to manage
it more efficiently in accordance with its mandate. Annualised return is the weighted average compound growth rate over the period
measured. International investments or investment in foreign securities could be accompanied by additional risks such as constraints
on liquidity and the repatriation of funds, macroeconomic, political, foreign exchange, tax and settlement risks and potential limitations
on the availability of market information. The information contained herein are the views of the fund manager and does not constitute
financial advice as contemplated in terms of the Financial advisory and Intermediary Services Act, and should be read in conjunction
with the MDD. Use or reliance of this information is at own risk. Independent financial advice should be sought before making any

investment decision. A copy of the performance fee and frequently asked questions can be obtained from our

website:

www.sanlaminvestments.com

55 Willie van Schoor Ave, Bellville 7530 | Private Bag X8,
Tyger Valley 7536, South Africa

T
F

+27 (0)21 950 2500
+27 (0)21 950 2126

www.sanlaminvestments.com
MULTI MANAGER

ABSOLUTE RETURN SOLUTION | 10

