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KEY FEATURES

AFRICAN BANK INSTRUMENTS 30 April 2019

INCEPTION
INVESTMENT MANAGER
FUND SIZE
INITIAL FEE
ANNUAL MANAGEMENT
FEE

18 August 2014
Alastair Sellick
R4.0 million
0%

INSTRUMENT DESCRIPTION

STATUS

MATURITY DATE

URDSOS
URDSTS

Subordinated
Senior

31/12/2080
31/12/2080

0%

Fund

NAV PRICE @ 18/08/2014 109.72
NAV PRICE @ 13/03/2015 108.96
NAV PRICE @ 31/08/2015 124.20

FUND OBJECTIVE
The objective of the Cadiz Absolute Yield ABIL Retention Fund is to
segregate illiquid ABIL assets from the Cadiz Absolute Yield Fund. It
was established solely for the purpose of holding the ABIL assets until
such time that they can be sold or otherwise liquidated, traded or
excluded.

SARB Stub
SARB Stub

Performance 30 April 2019
1 Year (annualised)
2 Years (annualised)
3 Years(annualised)
Since Inception (annualised)

28.14%
22.32%
9.40%
10.51%

Source: Morningstar

Total Expense Ratio (TER) and Transaction Costs
PERIOD (Annualised) 01 February 2016 – 31 March 2019

Total expense ratio
Transaction costs
Total investment charge

0.11%
0.00%
0.11%

NATURE OF THE PORTFOLIO
This is a closed ended portfolio holding debt instruments issued by
ABIL. The portfolio is restricted to the investors who were in the Cadiz
Absolute Yield Fund as at inception date. Repurchases are suspended
until such time as the assets are liquid or are able to be traded.
UPDATE ON THE AFRICAN BANK BONDS
Since the last significant return of capital to investors, we have been able to transact in further inflation linked African Bank (also known as
“Good Bank”) bonds in the market, and we were also able to realise some value on some of the ABIL stubs.
Stubs represent a claim that all then ABIL bond holders were given to compensate them for the 10% haircut which was imposed on all ABIL bond
holders by the SARB when the Reserve Bank was forced to step in and guarantee the depositors at ABIL. At the same time, the then FSB
implemented the resolution framework whereby bond investors were side-pocketed and forced into ABIL Retention Funds such as this one. This
was to allow an orderly resolution of the debacle that the default of ABIL caused – mainly to prevent a systemic shock to the South African
banking system which would have been caused by a disorderly default and a cascading effect of huge losses through asset managers and banks
across the country.
When we first started selling the Senior Stubs, we were realising 10c per R1 nominal. Our most recent sale realised 90c per R1 nominal. Why
would one sell at 10c when we are now able to realise 90c? Simply put, there was way too much uncertainty, and it was initially difficult to
ascertain how much value the Curator would be able to realise on the Bad Book – all the questionable loans made by ABIL which were hived off
when the SARB stepped in with its guarantee. On Sunday 10th August 2014, the SARB paid R7bn for the Bad Book, which supposedly had a book
value of R17bn, net of specific impairments, but those impairments were perceived to have been inadequate. This was due to reckless lending to
individuals with poor credit records, who represented a much worse credit risk to ABIL than reported.

Source: Residual Debt Services Limited (under curatorship)
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UPDATE ON THE AFRICAN BANK BONDS (continued)
As has been repeatedly said to those investors clamouring for an immediate return of their capital from this Retention Fund, we have prioritised
the realisation of maximum value over the speedy return of a reduced amount of capital to investors. We at Cadiz were placed under a lot of
pressure to close this fund and to return capital to investors in 2016 and 2017 while many of our institutional competitors did so. We resisted,
however, as doing so would have prejudiced the interests of investors, i.e. they would not have received as much of their capital back as they are
now doing. Those who received quick settlements of their ABL Retention Fund investments from our competitors would be well served to inquire
from their asset managers as to what exact value their stubs were sold at. Did they get compensated for the reflation in the value of the Senior
Stub? And at what price were their Subordinated stubs sold, if applicable? We have a similar situation now with the Subordinated Stub
Instruments. These were priced at 0 for the better part of the last two years, but we were recently able to sell some at 5c per R1. Why would we
sell now? It is part of the price discovery process which allows those buying the Subordinated Stubs to build positions on an expectation that the
Curator will realise further value. The latest bid we have seen is now 7c, and we expect this to rise as the Curator makes further progress.

Source: Residual Debt Services Limited (under curatorship)

The above claim waterfall chart shows that once the R 5.1bn senior unsecured instrument (the Senior Stub) has been provided for, there is a
remaining R4.6bn claim for the Subordinated Stub. It is becoming apparent that there is enough value in the Bad Book to repay a portion of the
Subordinated Stub, although the Curator was not forthcoming when asked at the most recent results presentation.
Over the course of the year, African Bank bonds continued to pay their coupons, and earn the high yield associated with the BBB investment
grade status. The rating upgrade has lead to spread compression on the bonds after their initial widening post the reflotation of the Good Bank
bonds. As stated in my previous commentary, when African Bank offered to buy back certain of its bonds, for settlement on the 19th September
2017, this was at very attractive yields (and high prices) – the lowest yields (and highest prices) traded since the reflotation of African Bank bond
market debt in April 2016.
The Morningstar two year performance of the Cadiz Absolute Yield ABIL Retention Fund was 15.10%, and we encourage investors to remain
patient as we attempt to wrap up this Fund, through returning the remaining capital, via the Cadiz Absolute Yield Fund. We shall continue in our
endeavours to realise maximum value from the remaining assets in the Retention Fund, and every effort will be made to return the remaining
capital to investors as soon as possible.

DISCLAIMER: This document is subject to copyright and may not be reproduced in whole or in part without the written permission of Cadiz. The information, opinions and
recommendations contained herein are and must be construed solely as statements of opinion and not statements of fact. No warranty, expressed or implied, as to the accuracy,
timeliness, completeness, merchantability or fitness for any particular purpose of any such recommendation or information is given or made by Cadiz in any form or manner whatsoever.
Each recommendation or opinion must be weighed solely as one factor in any investment or other decision made by or on behalf of any user of the information contained herein and
such user must accordingly make its own study and evaluation of each strategy/security that it may consider purchasing, holding or selling and should appoint its own investment or
financial or other advisers to assist the user in reaching any decision. Cadiz will accept no responsibility of whatsoever nature in respect of the use of any statement, opinion,
recommendation or information contained in this document. This document is for information only and does not constitute advice or a solicitation for funds. Investors should note that
the value of an investment is dependent on share price fluctuations, interest and exchange rates and other economic factors. Performance is further affected by uncertainties such as
changes in government policy, taxation and other legal or regulatory developments. Past performance provides no guarantee of future performance.
Collective Investment Schemes in Securities (unit trusts) are generally medium- to long-term investments. The value of participatory interests (units) may go down as well as up and past
performance is not necessarily a guide to the future. Unit trusts are traded at ruling prices and can engage in scrip lending and borrowing. Unit trust prices are calculated on a net asset
value basis, which is the total value of all assets in the portfolio including any income accruals and less any permissible deductions (brokerage, UST, VAT, auditor's fees, bank charges,
trustee and custodian fees and the annual management fee) from the portfolio, divided by the number of units in issue. A schedule of fees, charges and maximum commissions is
available on request from Cadiz Collective Investments. Commission and incentives may be paid, and if so, are included in the overall costs. Portfolios may be closed. Forward pricing is
used. Cadiz Collective Investments' portfolios are valued daily at 15:00. Instructions must reach Cadiz Collective Investments before 14:00 (11:00 for Cadiz Money Market Fund) to ensure
same day value. Cadiz Collective Investments (RF) (Pty) Ltd - Co. Reg. No. 2004/032263/07. Address: PO Box 44547, Claremont, 7735. A member of the Association of Savings &
Investment South Africa. Trustees: Standard Chartered Bank.
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