
Investment Objective 
 

The MET Enhanced Income Portfolio is a flexible fixed interest portfolio.  The investment objective of the 
portfolio is to provide investors with a high level of income. As a secondary objective the portfolio aims to 
achieve low to moderate levels of capital growth over the long term.   
 

Investment Strategy 
 

Investments to be included in the MET Enhanced Income Portfolio will, apart from assets in liquid form, 
consist of non equity securities, fixed interest instruments (including, but not limited to, bonds, cash 
deposits and money market instruments), preference shares of an income nature and listed property 
securities as well as any other income enhancing securities which are considered consistent with the 
portfolio’s primary objective and that the Act or Registrar may allow from time to time.  The portfolio may 
also invest in financial instruments in accordance with the Act as well as in offshore investments as 
permitted by legislation. The Manager may also include participatory interests and other forms of 
participation of local and global collective investment schemes, or other similar schemes operated in 
territories with a regulatory environment which is to the satisfaction of the manager and trustee of a 
sufficient standard to provide investor protection at least equivalent to that in South Africa and which is 
consistent with the portfolio’s primary objective. In order to achieve the portfolio objective, the portfolio’s 
asset allocation and instrument selection will be actively managed and will continually reflect the portfolio 
manager’s view of the relative attractiveness of the property shares, property related securities, loan stock 
listed on exchanges, non-equity securities, bonds, money market instruments and preference share 
markets.  Apart from achieving the primary objective of generating high income, the portfolio will actively 
invest in bonds and/or property securities in order to achieve the secondary objective of long term capital 
growth.  
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   Technical Information  

Portfolio Managers: 
 

*New fund managers:              As of 1st July 2012 

Stephen Mills:               (B.Sc.(Eng),BCom (Hons), MBA (UCT) 

Alex Pestana :             (B.Sc.(Hons), B.Soc.Sci. M.Phil & PHD)  

 

Formation date:                         17 November 1997* 
Portfolio value:                          R273.0million  
Original buying price:                  100.00 cents 
FSP upfront commission (max): 0.00% (incl.VAT) 
Performance fee:  N/A 
Minimum lump sum: R5 000 
Minimum monthly investment: R500 
Annual Service fee:  
Class A: 1.60% (incl. VAT) 
Class A1: 0.97% (incl.VAT) 
Class B: 1.60% (incl.VAT) 
Class C: 2.74% (incl.VAT) 
2011 Distribution: 7.00 cents 
2012 Distribution: 5.40 cents 
2013 Distribution: 7.64 cents 
Risk: Conservative    
Fund Classification: SA Multi-Asset Income  
Benchmark:    Stefi +1% per annum   
 
 

Valuation Time: 15h00  
Transaction Time:  13h00 
Date of Income Declaration         Monthly  
Date of Income Payment:            2nd working day of every  
 month 

Portfolio Manager’s Monthly Comment                        As at 31 December 2013 

 Performance            As at 31 December 2013 

Investment Objective and Strategy  

   FAIS Conflict of Interest Disclosure  

Asset Allocation                                                                As at 31 December 2013 

December was a month of strong overall asset class performance.  The Preference Share Index was the 
best performer among our investable asset classes with a monthly performance of 5.05%.  Given the 
lower liquidity of its constituents and the attractive yields in this asset class, it meant that any interest in 
preference shares would be reflected in aggressive re-pricing of the index, hence the strong 
performance.  The JSE ALBI, STeFI and Listed Property Indices also recorded good performance of 
around 1% for the month. 
 

In previous monthly comments we have mentioned our reluctance to buy long duration paper, given our 
base case for the path and direction of the US benchmark bond.  Our view has been bolstered by events 
on the 18th of December, when the Federal Reserve started the tapering of QE, signaling an improved 
outlook for sustainable job creation in an environment of low inflation.  The US equity market reacted 
positively to this signal of a sustainable and significant rebound in the US economy, as well as to the 
gentleness of the path of tapering.  In contrast, the bond market started selling off gradually in the wake 
of the announcement.  Future monthly non-farm payroll numbers in the US will be key in determining the 
size and scope of further tapering. 
 

As indicated in the past the bulk of our exposure is to floating rate notes.  We continue to prefer the low 
duration of these instruments which may prove to be an invaluable defensive tool against a bear market 
in bonds.  We are continuously looking for new counters to add to this collection in order to bolster the 
running yield of the fund.  Nevertheless, we are patient; valuations dominate our decision to buy.  The 
key risk to our view would be unexpectedly low inflation prints in the developed world, for which we are 
on the lookout. 
 

Our underweight in inflation linked bonds and listed property is still in play, given our conviction that 1) 
implied inflation break-evens are not tight enough and 2)property valuations are vulnerable to further 
yield curve sell-offs.  
 

Capital preservation continues to be the key driver in our investment decisions in this fund.  As 
opportunities present themselves, we fully intend increasing our exposure to better risk-adjusted 
securities. 
  
  

Please note that in most cases where the FSP is a related party 
to the investment manager and/or MET, the investment 
manager and/or distributor earns additional fees  
apart from the FSP’s client advisory fees. It is the FSP’s 
responsibility to disclose additional fees to you as the client.  
  

Such fees are paid out of the portfolio’s service charge and 
range anything between (excl VAT):  Class A 

  METCI Manager:                         Up to 0.80%      

  Investment Manager:                   Up to 0.50% 

  Distribution/LISP:                         Up to 0.50%                    

  Total Service Charge:                1.40% 

   Total Expense Ratio (TER)  

Please   note:    the   TER   has   been   calculated   using   
data   from  1 October 2012 until  30 September 2013.  The 
TER is disclosed as % of  the average Net Asset Value of the 
portfolio that were incurred as charges, levies and fees related 
to the management of the portfolio and underlying portfolios. 
The TER is adjusted for significant subsequent portfolio 
restructurings and/or fee changes. 
 

A higher TER ratio does not necessarily imply a poor 
return, nor does a low TER imply a good return. The 
current TER can not be regarded as an indication of future 
TER’s. 

Class A1

Portfolio Ongoing fee 0.84%

Portfolio costs 0.00%

TER - excluding performance fees 0.84%

Performance fees 0.00%

VAT 0.12%

Total TER - incl VAT 0.96%

Custodian:  Standard Executors & Trustees:  Tel (021) 441-4100.  MET Collective Investments Limited  Parc du Cap Mispel Road Bellville, PO Box  925 Bellville 7535  Fax (012) 675 3889  Call Centre, Tel: 0860 111 899  Email: 
CI.clientservice@momentum.co.za Registration No 1991/03741/06. Collective Investment Schemes (CIS) in securities are generally medium to long term investments. The value of participatory interests may go down as well as up and past 
performance is not necessarily a guide to the future. All CIS are traded at ruling prices and can engage in borrowing and scrip lending. A schedule of fees and charges and maximum commissions is available on request. Commission may 
be paid and if so, would be included in the overall costs. Forward pricing is used. Fluctuations or movements in exchange rates may cause the value of underlying international investments to go up or down. MET Collective Investments 
Limited reserves the right to close and reopen certain portfolios from time to time in order to manage them more efficiently. The Fund may borrow up to 10% of the market value of the portfolio to bridge insufficient liquidity. Different classes 
of participatory interests apply to certain portfolios, which are subject to different fees and charges. Performance figures quoted are from Morningstar/MoneyMate, as at the date of this factsheet for a lump sum investment, using NAV-NAV 
prices with income distributions reinvested. Service charges and investment manager charges are calculated and accrued on the daily marketed value of the investment and paid out monthly. MET Collective Investments Limited is the 
Manager of the MET Collective Investments Scheme, and a full member of the Association for Savings and Investment SA. Although reasonable steps have been taken to ensure the validity and accuracy of the information in this document, 
MET Collective Investments Limited does not accept any responsibility for any claim, damages, loss or expense, howsoever arising, out of or in connection with the information in this document, whether by a client, investor or intermediary. 
This document should not be seen as an offer to purchase any specific product and is not to be construed as advice or guidance in any form whatsoever. Investors are encouraged to obtain independent professional investment and taxation 
advice before investing with or in any of MET Collective Investments Limited’s product. 

Cumulative Annualised  

Fund Benchmark Fund Benchmark 

1 Year   6.12%   6.23% 6.12% 6.23% 

2 Years 12.19% 13.24% 5.92% 6.41% 

Since Inception 
(01/04/09) 

30.36% 35.28% 6.41% 7.10% 

Bonds 12+ 
3.03% Bonds 1-3 

8.50% 

Bonds 3-7 
2.30% 

Cash 
6.04% 

FRN 1-3 
30.88% 

FRN 3-7 
36.10% 

FRN 7-12 
3.68% 

Int Cash 
0.00% 

Pref Shares 
8.87% 

SA Property 
0.59% 
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