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Should I buy a fixed life annuity 
for my clients at these high levels?

Biggest question I get at the moment?



Fixed rate bonds
or

Floating rate bonds

Biggest question we face every day?



Government Bonds (Volatility) 
or

   Corporate Bonds (Credit Risk)
or

Money Market

Biggest question we face every day?
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As of 2024/03/31
Source: Bloomberg, PortfolioMetrix

What lies ahead remains uncertain over the short-term

SA rates – market has changed its mind (again) 
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SARB Repo Rate versus FRA Expectations



As of 2024/03/31
Source: Bloomberg, PortfolioMetrix

What lies ahead remains uncertain over the short-term

Forward rates aren’t helpful predicting rate cuts
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SARB Repo Rate versus FRA Expectations



Source: Bloomberg, PortfolioMetrix.
Data assess cutting cycles between 2001 and January 2022, average monthly return in SA Rand (FTSE/JSE All Bond Index) by Central bank policy action

Timing this is tricky and thus there needs to be a tradeoff between risk and return

Investors need to buy bonds before rate cuts begin
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As of 2024/03/31
Source: Bloomberg, PortfolioMetrix

Bonds now offer much higher yields than cash

SA bond yields haven’t factored in rate cuts … yet
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As of 2024/03/31 
Source: Bloomberg, PortfolioMetrix.
FTSE/JSE All Bond Index Yield and Modified Duration

Adjusting for the interest rate risk we are seeing historically high levels of reward for duration

SA Bonds - High reward for more volatility

1.0%

1.2%

1.4%

1.6%

1.8%

2.0%

20
15

 D
ec

20
16

 F
eb

20
16

 A
pr

20
16

 Ju
n

20
16

 A
ug

20
16

 O
ct

20
16

 D
ec

20
17

 F
eb

20
17

 A
pr

20
17

 Ju
n

20
17

 A
ug

20
17

 O
ct

20
17

 D
ec

20
18

 F
eb

20
18

 A
pr

20
18

 Ju
n

20
18

 A
ug

20
18

 O
ct

20
18

 D
ec

20
19

 F
eb

20
19

 A
pr

20
19

 Ju
n

20
19

 A
ug

20
19

 O
ct

20
19

 D
ec

20
20

 F
eb

20
20

 A
pr

20
20

 Ju
n

20
20

 A
ug

20
20

 O
ct

20
20

 D
ec

20
21

 F
eb

20
21

 A
pr

20
21

 Ju
n

20
21

 A
ug

20
21

 O
ct

20
21

 D
ec

20
22

 F
eb

20
22

 A
pr

20
22

 Ju
n

20
22

 A
ug

20
22

 O
ct

20
22

 D
ec

20
23

 F
eb

20
23

 A
pr

20
23

 Ju
n

20
23

 A
ug

20
23

 O
ct

20
23

 D
ec

20
24

 F
eb

Percent of Yield on offer for every year of duration



Source: Bloomberg, PortfolioMetrix.
Data assess cutting cycles between 2001 and January 2022, average monthly return in SA Rand (FTSE/JSE All Bond Index) by Central bank policy action

Floating rate bonds yields move up and down with interest rates 

Credit returns reduce after rate cuts
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But what will happen if 
interest rates don’t go down?



As of 2024/03/31
Source: Bloomberg, PortfolioMetrix

SA bond yields rising dramatically should have been terrible for bond investors

It’s been a terrible time for SA bonds
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As of 2024/03/31
Source: Bloomberg, PortfolioMetrix
Returns in ZAR using monthly data. Indices: SA Bonds = FTSE/JSE All Bond Index (TR), US Treasuries = Bloomberg US Treasuries Index Unhedged (TR)

But you outperformed the global risk-free asset in rands

A tough period for SA bonds?
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As of 2024/03/31
Source: Bloomberg, PortfolioMetrix
Returns in ZAR using monthly data. Indices: SA Bonds = FTSE/JSE All Bond Index (TR), US Treasuries = Bloomberg US Treasuries Index Unhedged (TR)

But you outperformed the global risk-free asset in rands

A tough period for SA bonds?
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As of 2024/03/31
Source: Bloomberg, PortfolioMetrix
Returns in ZAR using monthly data. Indices: SA Bonds = FTSE/JSE All Bond Index (TR), US Treasuries = Bloomberg US Treasuries Index Unhedged (TR)
PMX Team Track Record is a composite of similar fixed income portfolios managed by the current portfolio management team. Details are available upon request.

But you outperformed the global risk-free asset in rands

A tough period for SA bonds?
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As of 2024/03/31
Source: Trustnet, Bloomberg, PortfolioMetrix. (ALBI, Capped SWIX, SAPY, Stefi, SA CPI, CILI, ASISA SA MA Income and High Equity Peer group averages).
PMX Team Track Record is a composite of similar fixed income portfolios managed by the current portfolio management team. Details are available upon request

SA bonds have rewarded investors, despite all the bad news

A profitable period for SA bond investors
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Annualised return from
2015/07/31 to 2024/03/31

SA ILBs 4.8%

SA Equity 4.7%

SA Property -0.3%

SA CPI 4.9%

SA MA High Equity 6.5%

SA MA Income 7.1%

SA Cash 6.5%

SA Bonds 7.5%
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Fixed rate bonds
or

Floating rate bonds
or 

Cash

Which will do better in the future?



Fixed versus Floating bonds – bull vs. bear scenarios

All scenarios follow the same path of immediate +1% and -1% adjustments to Interest Rates and Bond Yields. Yields as of 2024/02/29. Returns are cumulative in SA rands. Cash is 
represented by Jibar 3-month rate, the floating instrument is the Standard Bank SBS51, and the Fixed is a government R2044 bond. Income is reinvested at payment intervals: Cash 1 
month, floating 3 months, fixed 6 months. Workings available upon request.
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Cash Floating Fixed

Range Base Case



Fixed versus Floating bonds – bull vs. bear scenarios

All scenarios follow the same path of immediate +1% and -1% adjustments to Interest Rates and Bond Yields. Yields as of 2024/02/29. Returns are cumulative in SA rands. Cash is 
represented by Jibar 3-month rate, the floating instrument is the Standard Bank SBS51, and the Fixed is a government R2044 bond. Income is reinvested at payment intervals: Cash 1 
month, floating 3 months, fixed 6 months. Workings available upon request.
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Fixed versus Floating bonds – bull vs. bear scenarios

All scenarios follow the same path of immediate +1% and -1% adjustments to Interest Rates and Bond Yields. Yields as of 2024/02/29. Returns are cumulative in SA rands. Cash is 
represented by Jibar 3-month rate, the floating instrument is the Standard Bank SBS51, and the Fixed is a government R2044 bond. Income is reinvested at payment intervals: Cash 1 
month, floating 3 months, fixed 6 months. Workings available upon request.
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Fixed versus Floating bonds – bull vs. bear scenarios

All scenarios follow the same path of immediate +1% and -1% adjustments to Interest Rates and Bond Yields. Yields as of 2024/02/29. Returns are cumulative in SA rands. Cash is 
represented by Jibar 3-month rate, the floating instrument is the Standard Bank SBS51, and the Fixed is a government R2044 bond. Income is reinvested at payment intervals: Cash 1 
month, floating 3 months, fixed 6 months. Workings available upon request.
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Source: Avior, PortfolioMetrix. As of 2024/02/08. Bull scenario accounts for a parallel -1/200bps shift in the yield curve. Bear scenario accounts for a parallel +1/200bps shift in the yield 
curve. Base case assumes no change in yields. *Current yields and duration figures are indicative (2023/12/31). Income funds derive their income from interest-bearing instruments in 
accordance with Section 100(2) of the Act.  The yield is a gross current yield and is calculated daily

Demonstrating our ability to protect on the downside and participate in the upside

Dynamic Income bull and bear scenarios
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PortfolioMetrix BCI Dynamic Income Fund

*Current yields and duration figures are indicative (2024/03/31).
Income funds derive their income from interest-bearing instruments in accordance with Section 100(2) of the Act.  The yield is a gross current yield and is calculated daily.

 Fund current yield is 12.3% (CPI + 7%)
 Investors should choose more volatility over more credit risk
 Investors need to fix interest rates before rate cuts begin
Dynamic Income is positioned to do well even if interest rates 

don’t go down



“Sunshine all the time 
makes a desert”



This document is exclusively intended for professional financial advisers, their clients, and prospective clients. The information provided here is for informational purposes only and should not be 
considered as financial, legal, tax, investment, or other professional advice. It should not be relied upon as such, and PortfolioMetrix cannot accept any liability for losses resulting from such 
reliance. If you are a retail investor, your financial adviser can assist in interpreting the information. Forecasts, expected future returns, or volatilities are not guaranteed and should not be relied 
upon. The value of investments, and the income from them, can go down as well as up, and you may not recover the amount of your original investment. Past performance is not a reliable 
indicator of future performance.

PortfolioMetrix Asset Management SA (Pty) Ltd is an Authorised Financial Services Provider in South Africa, regulated under the Financial Advisory and Intermediary Services Act 37 of 2002 (FSP 
No: 42383). It is a limited liability company registered in South Africa under company number 2006/026054/07, located at Corner Main Office Park, 2 Payne Road, Bryanston, 2191, South Africa.

Boutique Collective Investments (RF) (Pty) Ltd is a registered Manager of the Boutique Collective Investments Scheme (“BCI”/“the Manager”), approved under the Collective Investments Schemes 
Control Act, No 45 of 2002 (“the Act”), 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 does not guarantee 
future performance. The Manager does not guarantee the capital or the return of a portfolio. Collective Investments are traded at ruling prices and may engage in borrowing and scrip lending. BCI 
reserves the right to close portfolios to new investors and reopen certain portfolios as needed for efficient management.

Performance figures quoted for the portfolio are from Morningstar, as of the document date, for a lump sum investment, using NAV-NAV with income reinvested and do not consider any upfront 
manager’s charge. 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.

Investments in foreign securities may entail additional risks, including 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.

Access the BCI Privacy Policy and the BCI Terms and Conditions on the BCI website (www.bcis.co.za). Income funds derive their income from interest-bearing instruments in accordance with 
Section 100(2) of the Act. The yield is a current yield and is calculated daily.

Disclaimer
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