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AUTUS BCI BALANCED FUND 
Quarterly Commentary - Autus BCI Balanced Fund 

 

ECONOMIC AND POLITICAL ENVIRONMENT 

The third quarter of the year displayed early signs of policy convergence between the world’s major central banks, 

which follow from subtle indications of ongoing growth in global economic activity and a sustained return to the 

expected inflation targets. Although the United States Federal Reserve did not commit to another rate hike during 

the quarter, it did step up its narrative of forthcoming normalisation of its balance sheet. Together with 

expectations for expansionary fiscal policy in the form of tax cuts over the coming year, the US Dollar strengthened 

against its peers to the end of the quarter.  The European Central Bank and Bank of England provided further 

guidance on their intention to taper the respective quantitative easing programmes.   

On the back of a generally positive second-quarter earnings season, stock markets managed to clock steady gains, 

and new records, even as tensions between the U.S and North Korea threatened to spill over in warfare. Germany 

re-elected Angela Merkel as chancellor in September, which bodes well for its alliance with the French and its 

position as political and economic leader of Europe. 

The South African Reserve Bank cut its repo rate by 25bps in July, after which it surprisingly left the rate unchanged 

at its September meeting.  President Jacob Zuma survived another attempt at a motion of no confidence in August. 

Further political uncertainty is to be expected to year end as the ANC leadership race is gaining momentum, with 

the upcoming elective conference in December.  

 

PORTFOLIO COMMENTARY 

At the start of July, the domestic equity exposure was increased from 42.2% to 46.0% by buying direct exposure 

in diversified miners Anglo American, Billiton and Glencore It is the only significant asset allocation change for the 

quarter. The resource index returned 13.32% for the month of July and 17.82% for the quarter, supported by 

higher precious metal prices. The fund was well rewarded as the three miners returned 38.11%, 19.52% and 

26.46% for the quarter respectively.  

Contrary to some of its peers, the fund has always been quite heavily invested in listed property through units 

held in the Autus BCI Property Fund. Aided by an interest rate cut and strong stock picks, the fund significantly 

outperformed its benchmark for the quarter.  

Strong returns in global markets over the quarter and Rand weakness on the back of comments from Central 

Banks, translated in to healthy returns from the offshore components. 

Underpinned by the following factors, the fund enjoyed a stellar quarter of outperformance. The Autus BCI 

Balanced Fund recorded a return of 6.53%, compared to the 4.95% and 5.75% of the respective category average 

and benchmark. 

The total equity exposure increased to 66.7% from 62.1% and the fund remains fully invested offshore. 

 

SHORT TERM OUTLOOK 

We believe global valuations, especially US related stocks, are becoming stretched and approaching fair value. 

Already, expectations for the third quarter US growth have been tempered after hurricanes battered the southern 
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U.S. and U.S. territory of Puerto Rico. Furthermore, the pending monetary policy tightening by Central Banks, 

should in theory be negative for stock market returns, but ultimately will boost the currencies relative to the ZAR. 

Locally, the Medium-Term Budget Policy Statement announced in the October, the ratings agencies’ November 

reviews, local inflation trends and the political outcome of the ANC elective conference in December 2017 are just 

some of the events that could potentially influence further expected rate cuts and stock market strength. 

Buying opportunities may arise from short term market and price movements which will result in a tactical 

increase of the equity exposure. 

Contact us:  
TEL: 086 1077789 / 021 9139301 // FAX: 086 6100121 // EMAIL: admin@autus.co.za // www.autus.co.za 

PHYSICAL ADDRESS: Autus Manor House, Farm 3, The Vineyards Office Estate, 99 Jip de Jager Drive, Bellville, 7530 

POSTAL ADDRESS: PO Box 7025, Welgemoed, 7538 

 

DISCLAIMER: Investors should take cognisance of the fact that there are risks involved in buying or selling any financial product. 
Past performance of a financial product is not necessarily indicative of 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. Illustrations, 
forecasts or hypothetical data are not guaranteed and are provided for illustrative purposes only. This document does not constitute 
a solicitation, invitation or investment recommendation. Prior to selecting a financial product or fund it is recommended that 
investors seek specialised financial, legal and tax advice. Autus Private Clients (Pty) Ltd and Autus Fund Managers (Pty) Ltd are 
authorised financial services providers in terms of the Financial Advisory and Intermediary Services Act (Act No. 37 of 2002). The 
laws of the Republic of South Africa shall govern any claim relating to or arising from the contents of this document.  


