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FUND CHARACTERISTICS
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Average number of holdings
Turnover per annum
Maximum exposure to one stock
Credit limit applied
Maximum exposure to single counterpart
(excluding government and government
guaranteed debt)
Maximum duration deviation around
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0.4%

RISK STATISTICS (3 YEARS)

2.0%

The fund aims to provide investors with a return of 3%
in excess of inflation (CPI) over rolling three years and
a positive return over any rolling 12 month period. The
fund is expected to deliver more consistent returns than
an income fund and reduce the volatility normally inherent
in the bond market.
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12+ Years (18.0%)
Inflation Linked Bonds (7.0%)
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Foreign Equity (1.3%)
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Physical Address: Alphen Estate, Alphen Drive, Constantia 7848, Cape Town / www.cadiz.co.za
This document is confidential and issued for the information of the addressee and clients of Cadiz only. It 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 do not constitute advice or a solicitation for funds. Investors should note that the value of an investment is dependent on numerous factors including, but not limited to, 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.
Cadiz Funds (Pty) Ltd (Reg. No. 2013/118580/07) is an authorized financial services provider (FSP 45442)
Boutique Collective Investments (RF) (Pty) Ltd (“BCI”) is a registered Manager of the Boutique Collective Investments Scheme, approved in terms of the Collective Investments Schemes Control Act, No 45 of 2002 and is a full member of the Association for Savings and Investment SA.
Collective Investment Schemes in securities are generally medium to long term investments. The value of participatory interests may go up or down and past performance is not necessarily an indication of future performance. The Manager does not guarantee the capital or the return of a portfolio.
Collective Investments are traded at ruling prices and can engage in borrowing and scrip lending. A schedule of fees, charges and maximum commissions is available on request. BCI reserves the right to close the portfolio to new investors and reopen certain portfolios from time to time in order to
manage them more efficiently. Additional information, including application forms, annual or quarterly reports can be obtained from BCI, free of charge.
Performance figures quoted for the portfolio is from Morningstar, as at the date of this document for a lump sum investment, using NAV-NAV with income reinvested and do not take any upfront manager’s charge into account. Income distributions are declared on the ex-dividend date. Actual
investment performance will differ based on the initial fees charge applicable, the actual investment date, the date of reinvestment and dividend withholding tax.
A money market portfolio is not the same as a bank deposit account. The price is targeted at a constant value. The total return to the investor is made up of interest received and any gain or loss made on any particular instrument. In most cases the return will merely have the effect of increasing or
decreasing the daily yield, but that in the case of abnormal losses it can have the effect of reducing the capital value of the portfolio. Excessive withdrawals from the portfolio may place the portfolio under liquidity pressures and in such circumstances a process of ring-fencing of withdrawal instructions
and managed pay-outs over time may be followed. The yield is calculated using an annualised seven day rolling average.
Actual annual figures are available to the investor on request.
Investments in foreign securities may include additional risks such as potential constraints on liquidity and repatriation of funds, macroeconomic risk, political risk, foreign exchange risk, tax risk, settlement risk as well as potential limitations on the availability of market information.
Boutique Collective Investments (RF) Pty Ltd retains full legal responsibility for the third party named portfolio.
Although reasonable steps have been taken to ensure the validity and accuracy of the information in this document, BCI does not accept any responsibility for any claim, damages, loss or expense, however it arises, 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 BCI/the Manager’s products.
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Cadiz Absolute Yield Fund
Quarterly Fund Manager Commentary –
Second Quarter 2020
ECONOMIC AND MARKET COMMENT

PORTFOLIO REVIEW AND OUTLOOK

Markets reacted positively to the flattening of the covid-19 infection curve and the partial
resumption of economic activity in large parts of the world at the beginning of the quarter.
Developed economies started to implement monetary and fiscal stimulus support which caused a
wave of risk on sentiment to return. Some of the positivity was curtailed by a sharp rise in US-China
tensions and mounting concerns over a second wave of Covid-19 infections.The stimulus programs
kept global bond yields in check with most of the decline in yields initially experienced in European
bond markets before yields retraced and settled at slightly higher levels by the end of the quarter.
The local fixed interest landscape was driven by substantial rate cuts in April and May as the
SARB provided much needed stimulus and liquidity to the local bond market. The SARB continues
to provide additional liquidity through open market operations via daily overnight repurchase
auctions,7-day and special 3-month term repurchases, weekly auctions and intervention in the
secondary market via purchases of government bonds. These actions have supported our local
bond market well but foreigners remained net sellers of our bonds as Fitch and S&P Global
downgraded our sovereign credit rating in April and South Africa’s exit from the FTSE World
Government Bond Index commenced. Our local bonds performed exceptionally well during the
month of May as the global risk-on trade returned. The gains were however offset somewhat by
the announcement by National Treasury, in its supplementary budget, that issuance of local bonds
would increase. The JSE All Bond Total Return Index was up 9.94% for the quarter.
The rand once again saw extreme volatility throughout the quarter, reaching a high pf
USDZAR 19.08 before falling back to USDZAR 16.52 and eventually ending the period at about
USDZAR 17.35.
Money market yields once again declined alongside a spate of aggressive rate cuts as the South
African Reserve Bank (SARB) acted swiftly to combat the economic fallout from the global
Covid-19 pandemic. The Repo rate was slashed by 100 basis points in April and a further 50 basis
points in May bringing borrowing costs to its lowest level on record.
The bond market (All Bond Index) returned 9.94% for Q2 2020, most of the returns emanating
from the aggressive rate cuts during the first two months of the term. Equity markets (represented
by the JSE ALSI) were up 23.18% and Inflation Linked Bonds (ILBs) returned 4.68% for the quarter.
Cash returned 1.46% for the quarter. Rolling 12 month returns for bonds were 2.90%, equities have
returned -3.30%, and ILBs -2.88% with cash returning 6.90% over the last 12 months.

We increased modified duration in the fund to take
advantage of the aggressive rate cuts during the quarter.
The quarter was however marred by the default of
the Landbank triggering a cross default on certain
other notes and bonds that the Landbank uses to fund
their operations. This necessitated a write down of the
Landbank exposure held in the fund to protect clients
invested in the fund and to ensure that existing clients,
new clients and those clients that choose to exit the fund
are treated fairly. Already much progress has been made
allowing us to write back most of the initial adjustments.
We took some profit on the US Dollar position taken
the previous quarter and continue to monitor the
currency position closely. Our increased Inflation Linked
exposure however detracted from performance as real
yields spiked on the back of the risk-off trade close to the
end of the period.
We will continue to exercise caution with our credit
assessments before investing in credit assets.
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