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Masimo a badimo Mager-
md: "wc do not want to
becomc aqs.t gatberers. we
preler to focus on a 16v
are6 of cr?ertisc, in which
we @n ommand hisher
fce$ ritther tho on gencric

Magcmrn sLlrted the
busiDcss iD Augusi 2OO4
with Luis t W add Izak
Petc.scn. Pctesen runs the
R6oon Me.gence propc.ty
business and therc is also
M..gcncc Aliia! Capital,
which structures deriva-
tivcs and provides other fi-
nancial solutions k, its

Therc arc R;r,2bn unde.
manaSement at Mcr8cncc
Ali-iq, with R6son in it.s
two hcdgc iirnds, a turther
R6oom in .elative equ;ty,
and thc balance in its ab-
solutc rcturn portlblios.
Thcsc ain for CPI plus 5%.

Magerman says that rhe
fim will prob^bly cap ils
{ss.Ls under management

Mcrscncc ha-s a broad
skill set in a small t.ad of
ninc. MaSerman workcd on
the floor ofthe Ncw York
Stock Lxchangc atrd thc.
hoved to the convertiblc
boDds dcsk ar Merill
Lynch in l.ndon. He also
ran an cquitY dcrivatives
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One of the genuine boutiques
The term boutique hds been $used in
thc tund man.gemcDt indusfy. It is
sometides used by big managcre to dc
scribc r f.a.chise or silo (say a valuc
boutiquc) still wholly olqed b) a lifc
assurer Thcsc "boutnlues" $ually havc
an i'r.entivc slruclurc not very different
fiom the days wh.n thc fi.n rvls still ntn

A good example of. gcntrnrc boltique
is Mcrr'ence Alii@ Sals MD ^nd fouDd$

I
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book at censcc, which makcs hid per-
le(tll pl&ed to be thc lcrd maDago on
Mdgcncc s tlvo hedge ftnds-

I-cvy sta.tcd in product development
^t Old Mutlal, dnd rfter rt spell .t PSG
Invcshncnt Bink be8an n,nning equiry
poffolios at l'riliicar

[$i0 dc Bccr wrs hrought in to bring
6set allocation skills aDd knowlcdse of
thc bond nrarket. IIc was responsiblc lbr
rss.t/lirbility manrgement nt Standard

c-lle

CorpDratc & Mcrchant Banl {n(i thcD
rv$ responsiblc for risl :lssessmlrt, in-
wstmcnt stratcs/, &sset allocauoD and
multinanagement at the Dskom Pc.sn,n
& Provident lirnd. IIe rko bad a short
stint tLs investment mannger at the Ilrrir
tuDd ol hcdse li,nds.

Thcrc is a live stage rppro.ch to pick
ing equitics th. Mc.gcnce Qurnt
Model k.n initial qtrant s.r.rn. lhis is
mrintaincd by quantitative anallst B.ad

Preston, *to is coDplL'tins
r nLdeis thcsis on brskcl
option pricins lvith non

'lhc nen stage is a v.l-
urtidt ftodrl based on dis-
cotrnted .ash llo$, liJll,)wed
by qtralit.tivc evaluation,
which includes its owr lrn
d.mental research s wclt
u\ that fiom stockbrokers
and regular company prc
sentations rnd \isits.

Mogcn.c h:Lsiust one
tull-timc shrrc anilyst,
Rowan le Roux, who wds
an ana\st wiih SCMB As

Mqerm.n s.)s the house
makcs int(lligcnt usc of
.ompuhti,)nal po$rr to sift
throuSh a uDilc.sc ol l(io
shares and it then lbcuscs
on rcsearch whc.c ii can

"We a.c r pragmatic stylc
agnostic house and krok for
opporlunitios in di6trent

'I hc vital founh stagc ol'
thc proc$s is thc risk 6-
scssment. "As pnrdent in-
vcstors we necd to take into
account tbc inh..cnt and
potcnlirl risk ol inYesting
and brlancing this agrinst
ihe prospcct of rcturDs,_

'lhc lifth shg. is to df-
tdmino ho$ I share lits
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with the investment outlook - aliping
th€ top-down with the bottom-up. Th€
pmcess is 'rs€d for the absolute !€tum,
h€dge tunds ,rd equity-only mandates.

Magerma.n says that th€ core pro.ess is
the same but the h€dre tund can take a
more conc€ntrat€d viw ud be mor€
oppo.hnistic than the absolute r€tum
tund. l"ically the hedse tund woutd
hold 20-25 difrere.t sharcs, while the
absolute retu.n tund would hold so-38.

In it! d€but yed to June 2oo7 there
was a net retum of 35,8% ftom the
Me.8€nc€ Aiiica Hedre Fund (now caled
the U\uno Fund), but @.ditions hal€
becone tougher and the retum for the 12
months to Mach 2OO8 were .iusr 4,5%.

But it is still the second-best pe.fomer
in th€ nultistrateg area and it has
p.oved iti clanns to be strong on nsk
manag€ment a.re not idle talk. The
votatility of 8,1% over 12 months is the
best iD the sectlr, while its maximum

drawdoM (worst monthly lo$) has been
the b€st at 4,7%. It has had positive
months 72,7% ofthe time.

The Uluno Fund

app€tite, iD Novem-
ber 2oo7 it launch€d

which c,Ir ged up to
2,5 tim€s. It has had
muted p€rformance,
rctuming OJr%

thouth this is r€la-
tively better than the
ro%-r7% losses €xpe-
rienced by other mut-
tistratl$' tunds over

pe!iod.
De B€€. sats that

th€ tunds have an eq-
uity bid fo. now' bui

tion and fo€us if
there arc opportuni
ties fton bonds, crsh
or other aisetr classes
such c comoditier.

The Absolute Re-

But it is constrain€d

by replation 28 ofthe Pension Funds
Act, which resrricts "oth€r" ssetr (that
arc not cash, bonds, €quiq/ or property)
to 2,5%. The R1,84bn Mergenc€ Aftica
Absolute Return Fund exce€ded itr tru-
date of CPI plus 5% in 2oo7 with a
12,64% retum. But over the l2 months
to Apil 30 it ha! stm$led with a r€tun
ofjust 2,64%, behind its peers for now

MerBerce is really shinins right now in
the relative .etum spa.e. Its fla$hip
tund, run by I€ry, is th€ Merg€nce Afiica
SA Equity Fund, which is b€nchrnarked
against the capped aI shaft index (Capi).

The hous€t quantitative disciplines as
welt as its abili8 to pick the fisht shares,
ha alowed Mergence to prcduce a r€-
tum of 11,28% ov€r 12 months, second
only to Investec Activ€ Quants.

It help€d that Mergenc€ r€s bench-
mark€d against the capi, which has per-
fomed b€ttlr than the.ival shar€hold€.
weighted index (Swix). But it has a.lso
renerated a solid retum over its bench-
mark, with an additional retun of 1,32%
(with a low tracking ermr of 2,13%).

It had the seventh-best rctum out of
29 benchmark cosnisDt portfolios.

Mergence is biddinr fo. a rnandate to
run a sp€cia.list equit portfotio from the
Public Investment Co!p.

Its BEE stafr and shareholder profile
will count in its favour as will a hishly
competitiw equity performance.

shrn.|| Cr.n3ton

Advedlslng etecutive: Joyce Naldoo
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