
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.  

MET Enhanced Income Fund 
 

31 July 2013 

   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:                          R245.1million  
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) 
2010 Distribution: 7.86 cents 
2011 Distribution: 7.00 cents 
2012 Distribution: 5.40 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 July 2013 

 Performance           As at 31 July 2013 

Investment Objective and Strategy  

   FAIS Conflict of Interest Disclosure  

Credit Bonds, 78.6%Preference Shares, 9.8%

Government Bonds, 6.6%

Cash & Money Market, 4.5% Property, 0.5%

Asset Allocation                                                              As at 31 July 2013 

July saw continued pressure on global bond markets, and South Africa proved no exception, with the 
JSE All Bond index down (-0.66%) for the month.   We continued to trade the fund cautiously, taking 
small incremental exposure to short-dated fixed rate, liquid government bonds during August, given that 
a glimmering of value is finally starting to emerge in this sector. 
 

Although we basically performed in line with the benchmark of Stefi + 1% over the month, our security 
selection was good: our domestic property outperformed the property sector by 550 basis points, our 
fixed bond exposure outperformed the All Bond index by 140 basis points and our preference share 
performance beat the JSE preference share index by 81 basis points.  Our asset allocation however, was 
cautious.  Our high exposure to floating rate notes meant that the impact of good stock picking in the 
other sectors was diluted by means of the smaller sector exposures. 
 

The background to the bond markets remains highly uncertain.  With the US bond market torn between 
the risks of a slowdown in FED bond purchases vs. a bullish risk on possible growth surprises, the 
market is likely to remain skittish.  This is important in the context of a view on the yield curve in South 
Africa.  The SA bond market has once again become highly correlated with the US bond market.  Our 
short-term view is that the US and SA bonds may re-price somewhat firmer in the coming weeks, but that 
the secular trend is higher, given that FED tapering has the potential to still remove an estimated 50- 75 
bps from US treasuries. 
 

In the context of liquidity tightening by certain emerging market peers, and a worsening SA domestic 
outlook, we are becoming increasingly wary of current credit spread levels (fixed and floating), seeing a 
possible re-pricing of credit risk over the next 6-9 months.  We have thus turned reluctant buyers of credit 
at current market credit spreads.  We are becoming increasingly constructive on the short to medium end 
of the yield curve.  Property, to which we reduced exposure a few months ago, is once again starting to 
show better value, but we fear that there is a high probability that higher bond yields will drag property 
valuations into better buying territory.  We also argue that the inflation linkers are trading too expensive 
relative to nominal bonds, especially given the lower liquidity of these assets, and so remain underweight 
this asset class. 

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 April 2012 until  31 March 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 0.85%

Portfolio costs 0.00%

TER - excluding performance fees 0.85%

Performance fees 0.00%

VAT 0.12%

Total TER - incl VAT 0.97%

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   5.50%   6.28% 5.50% 6.28% 

2 Years 11.14% 13.43% 5.42% 6.51% 

Since Inception 
(01/04/09) 

25.97% 31.88% 6.18% 7.19% 


