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ALEXANDER FORBES INVESTMENTS EXPOSURE TO 
STEINHOFF INTERNATIONAL HOLDINGS (SNH)

7 December 2017

The recent significant market events related to Steinhoff International Holdings and its subsidiaries have been widely reported in 
the media. This note covers what has unfolded, our exposure to the listed share Steinhoff Intenational Holdings (SNH) in our flagship 
portfolios, the actions we have taken, and how our risk-led Living*Investing approach manages for single-event risks, such as this.

What has happened at Steinhoff?

Steinhoff International Holdings is a large constituent of the FTSE/JSE Capped Shareholder weighted index (Capped SWIX), comprising 
2.2% of the index. On 6 December 2017, Steinhoff announced that its CEO, Markus Jooste, had resigned with immediate effect and that it 
was to be investigated for accounting irregularities in its financial statements. This investigation will be conducted by the auditing firm, 
PwC.

Steinhoff’s share price fell more than 61% during the trading session on 6 December 2017. It was the eighth largest share by free-float 
market capitalisation in the FTSE/JSE Capped SWIX as at 5 December 2017.

Steinhoff is a large capitalisation share and is owned broadly by the market as well as some asset managers in our portfolios. The share 
is often used as a rand-hedge proxy as it provides some protection against rand weakness, given its offshore earnings.

The details about what has transpired at Steinhoff are currently unclear. We believe this is a serious matter and the market has reacted 
strongly to it.  More details will emerge as the investigation unfolds. From what has been reported thus far, it appears that assets were 
overstated and expenses understated, particularly in respect of Steinhoff’s European operations.

Exposure to Steinhoff in our flagship portfolios

Alexander Forbes Investments is exposed to Steinhoff via the holdings of our appointed asset managers. We have looked at the overall 
exposure to understand the impact on our customers. Our portfolio managers and research specialists have contacted the various asset 
managers to understand the rationale for their exposure, actions and outcomes. 

The managers are investigating the matter on its merits, which includes considering fundamental aspects such as valuation, future 
earnings potential, as well as guidance from Steinhoff’s new management team on the prospects for the company, including future 
corporate governance.

The Alexander Forbes Investments manager research team will be assessing all asset managers concerning their exposure to Steinhoff, 
including those who are overweight, neutral and underweight, the processes the managers went through to establish these positions, 
and whether there were any process or judgement failures in this regard. Alexander Forbes Investments will assess each situation and 
will take action accordingly.

Performer 

Performer managers have been increasing their exposure to Steinhoff as part of their move to upweight holdings in rand-hedge shares, 
partly due to local political uncertainty, weak economic fundamentals and a high possibility of further credit rating downgrades. 

At the close of market on 5 December 2017, Performer’s exposure to Steinhoff was 1.02% of the total fund value, which is in line with 
peers as represented by the Alexander Forbes Global Large Manager Watch™ Average. 

The chart below shows Performer’s exposure to Steinhoff in relation to peers.

Source: Alexander Forbes Investments
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Foord and Investec are overweight Steinhoff compared to peers while the underweight positions from Prudential and Allan Gray have 
resulted in Performer’s overall weight being in line with peers.

Pure Equity Local

At the close of market on 5 December 2017, Pure Equity’s exposure to Steinhoff was 3.2% compared to its weight in its benchmark 
(Capped SWIX) of 2.2%.

The chart below shows the exposure to Steinhoff within our Pure Equity Local portfolio relative to its benchmark. 

Foord, Coronation and Mazi have driven the overweight position in Steinhoff. However, the overweight position was muted by other 
managers’ underweight positions.

Please refer to the appendix for further information on key portfolios.

What actions are we taking?

Yesterday was dedicated to engaging with our fund managers to understand their views and what actions they will be taking. What 
is clear from our interactions is that there is still limited information available. Despite this, some managers sold their holdings. Most 
managers were maintaining their positions.

We will assess our asset managers’ positions in Steinhoff in detail to check for any process failures or gaps in their analysis.

We will analyse managers that have overweight positions against those who are neutral or, in the case of our hedge fund managers, 
those who are short, to gain an understanding of whether this was driven by differences in style or failures in research processes. 

We will also shortly visit several of our asset managers to identify why this event was missed or whether any managers saw it coming. We 
will take action should we deem it necessary.

Once we have completed our assessments, we will provide further feedback.

Our risk-led Living*Investing approach manages for single-event risk

Our Living*Investing framework is a risk-led, forward-thinking investment philosophy aimed at achieving client objectives with a greater 
degree of certainty.

We manage our portfolios with a permanent focus on risk. Therefore, we focus on ensuring that no single style or factor will ever 
dominate the fortunes of our portfolios. Therefore, our portfolios are always well diversified across multiple asset classes, styles/factors 
and managers. 

It is exactly in times like this that the Living*Investing approach comes to the fore in protecting clients. The whole premise of 
Living*Investing is to protect downside risk through purposeful diversification and seeking to eliminate unnecessary or unrewarded risk. 
Our recent increase in exposure to fund of hedge funds and entrance into the private markets space are evidence of this. These strategies 
expose the portfolios to differentiated risk and return drivers. Strategies like hegde funds can generate positive outcomes from negative 
events, speaking to diversification of style and strategies when these managers are included in portfolios.

ALEXANDER FORBES INVESTMENTS EXPOSURE TO STEINHOFF INTERNATIONAL HOLDINGS 

Source: Alexander Forbes Investments
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We always focus on our clients’ long-term goals. Investors should not focus on single events but rather trust that their chosen 
investment strategy will deliver over the longer term. It is in these environments that a risk-led investment approach is crucial.

We will continue to monitor the situation as it progresses and will keep you informed.  

Senzo Langa: Head of Portfolio Management
Gyongyi King: Chief Investment Officer
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Disclaimer
Alexander Forbes Investments Limited is a licensed financial services provider, in terms of section 8 of the Financial Advisory and Intermediary Services Act 37 of 2002, as amended, 
FAIS licence number 711. This information is not advice, as defined and contemplated in the Financial Advisory and Intermediary Services Act 37 of 2002, as amended. The 
value of a portfolio can go down, as well as up, as a result of changes in the value of the underlying investments, or of currency movement. An investor may not recoup the full 
amount invested. Investment returns are calculated via Statpro Performance and Attribution. Actual investment performance will differ based on the fees applicable, the actual 
investment date and the date of reinvestment of income. Past performance is not necessarily an indication of future performance. Global allocation, as permitted by the portfolio 
mandates, is subject to availability of appropriate global capacity. The information reproduced here, has been compiled by, or arrived at, by Alexander Forbes Investments from 
sources believed to be reliable. However, Alexander Forbes Investments does not accept liability for any consequences arising from its use, nor make any representation as to 
its accuracy or completeness. These products are not guaranteed. Please be advised that there may be representatives acting under supervision. Company registration number: 
1997/000595/06. Pension fund administrator number: 24/217. Long-term Insurer number: 00018/001. Postal address: PO Box 786055, Sandton 2146. Physical address: 115 West 
Street, Sandown 2196. The complaints policy and conflict of interest management policy can be found on the Alexander Forbes Investments website: 
www.alexanderforbesinvestments.co.za. Telephone +27 (0) 11 505 6000.

If you have any queries regarding this, please contact one of the Alexander Forbes Investments team members listed below.

Muitheri Wahome
Chief Client Officer

Tel: 011 505 6261
Email: wahomem@aforbes.co.za

Gordon Webb
Head: Client Servicing

Tel: 011 505 6110
Email: webbg@aforbes.co.za

Donovan McKay
Head: Technical Marketing

Tel: 011 505 6113
Email: mckaydo@aforbes.co.za
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APPENDIX

Portfolio impact

The table below analyses the impact of the holding in Steinhoff in significant portfolios.

 5 December 2017  6 December 2017
Portfolio Exposure to 

Steinhoff
12-month 
portfolio 

performance

Daily portfolio 
return

Estimated 
impact of 
Steinhoff*

Performer 1.0% 15.2% -0.9% -0.6%
AF High Growth 1.6% 16.0% -1.2% -1.0%
AF Protector 0.5% 9.7% -0.3% -0.3%
Real Return Focus Local 0.5% 11.6% -0.5% -0.3%
Conserver 0.7% 12.4% -0.7% -0.5%
AF Investments Stable Fund of Funds** 0.5% 5.3% -0.8% -0.3%
AF Investments Balanced Fund of Funds** 1.9% 10.9% -1.4% -1.2%
Profile range: Alexander Forbes Aggressive Combined 1.7% 14.7% -1.2% -1.0%
Profile range: Alexander Forbes Conservative Combined 0.7% 9.2% -0.5% -0.5%
Capped SWIX 2.2% 17.5% -1.8% -0.5%

Our portfolios remain well diversified within our risk-led process. Whilst exposure to Steinhoff has detracted from performance, as can 
be seen from the table above, the one-year performance remains strong and we continuously monitor exposures within our portfolios 
and take action where necessary.
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**CIS Disclaimer 
Collective investment schemes (unit trusts) are generally medium to long-term investments. The value of participatory interests (units) or the investment may go down as well as 
up. Past performance is not necessarily a guide to future performance. Collective investment schemes are traded at ruling prices and can engage in borrowing and scrip lending. 
The collective investment scheme may borrow up to 10% of the market value of the portfolio to bridge insufficient liquidity. The Manager does not provide any guarantee, either 
with respect to the capital or the return of a portfolio. Different classes of participatory interests (units) apply to these portfolios and are subject to different fees and charges. 
A schedule of fees and charges and maximum commissions is available on request from the Manager, or is available on the website https://www.alexanderforbesinvestments.
co.za/ProductsServices/Individual-Investments-Unit-Trust-Fees. Any forecasts and/or commentary in this document are not guaranteed to occur. Forward pricing is used. 
Foreign securities within portfolios may have additional material risks, depending on the specific risks affecting that country, such as: potential constraints on liquidity and the 
repatriation of funds; macroeconomic risks; political risks; foreign exchange risks; tax risks; settlement risks; and potential limitations on the availability of market information. 
Fluctuations or movements in exchange rates may cause the value of underlying international investments to go up or down. Investors are reminded that an investment in a 
currency other than their own may expose them to a foreign exchange risk. The rate of return is calculated on a total return basis, and the following elements may involve a 
reduction of the investor’s capital, interest rates, economic outlook, inflation, deflation, economic and political shocks or changes in economic policy. Prices are published daily 
in the Business Report (South Africa’s National Financial Daily) and are made available on our website https://www.alexanderforbesinvestments.co.za/Download-Centre/Daily-
Unit-Prices. A fund of funds is a portfolio that invests in portfolios of collective investment schemes (unit trusts) that levy their own charges, which could result in a higher fee 
structure for the fund of funds. Alexander Forbes Investments does not charge performance fees on its portfolios. However, the underlying managers may have a performance fee 
within underlying portfolios of the fund of funds. The portfolios are valued at the end of the day using the latest available prices at close of business, and the transaction cut-off 
time is 13:00. The Manager has the right to close the portfolio to new investors, in order to manage it more efficiently, in accordance with its mandate. You can obtain additional 
information on the proposed investment, free of charge, from brochures, application forms and the annual report and any half-yearly report, which are available on our website 
https://www.alexanderforbesinvestments.co.za/Products-Services/Individual-Investments-Unit-Trust-Forms. The complaints policy and procedure, and the conflicts of interest 
management policy are available on our website https://www.alexanderforbesinvestments.co.za/RiskCompliance/Corporate-Governance. Associates of the Manager may 
be invested within certain portfolios, and the details thereof are available from the Manager. The Manager’s details are: Alexander Forbes Investments Unit Trusts Limited, 
registration number: 2001/015776/06. Physical address: 115 West Street, Sandown, 2196. Postal address: PO Box 786055, Sandton, 2146. Telephone number: + 27 (0)11 505 6000. 
Email address: afinvestments@aforbes.co.za. Website: www.alexanderforbesinvestments.co.za. The Trustee’s details are: FirstRand Bank, acting through Rand Merchant Bank 
Custody & Trustee Services. Physical address: First Floor, No. 3 First Place, Bank City, Cnr Jeppe & Simmonds Street, Johannesburg, 2000. Telephone number: +27 (0) 87 736 
1732. The Manager and Trustee are registered and approved under the Collective Investment Schemes Control Act (No. 45 of 2002). Alexander Forbes Limited is a member of the 
Association for Savings and Investment South Africa (ASISA). The Investment Manager’s details are: Alexander Forbes Investments Limited, registration number 1997/000595/06 
is an authorised Financial Services Provider (FSP 711) under the Financial Advisory and Intermediary Services Act (No. 37 of 2002), to act in the capacity as Investment Manager. 
The address is the same as the Manager. This information is not advice, as defined in the Financial Advisory and Intermediary Services Act (No. 37 of 2002). Please be advised that 
there may be representatives acting under supervision. 

Note: 
* Estimated impact is the estimated loss to the portfolio for the day as a consequence of the portfolio’s exposure to Steinhoff


