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WHO IS MORNINGSTAR INVESTMENT MANAGEMENT SOUTH AFRICA? 

Morningstar Investment Management South Africa (Pty) Ltd is part of the Morningstar Investment Management group, which 

offers investment advisory services around the world. As an entity licensed with the Financial Services Board, Morningstar 

Investment Management South Africa has established an investment practice in South Africa to provide research-driven, 

innovative and independent investment services to the local market. 

Morningstar Investment Management unites the strengths of Morningstar, Inc. with more than three decades of investment 

experience to help advisers empower investors to meet their financial goals. 

Through its global presence, Morningstar Investment Management brings together a rich heritage of local investment-

management expertise and experience to craft solutions that cater to the unique requirements of each market.  

The investment professionals in South Africa use their knowledge of local markets to help design and manage investment 

solutions. The South African investment professionals have, on average, more than 10 years of industry experience.  

Additionally, their work draws on the research, data and analysis from Morningstar, Inc. Morningstar, Inc. has served South 

Africa through its Cape Town office since 2009 and is known industrywide as a trusted source of independent investment 

information. 

What sets Morningstar apart from other companies is that they offer independent investment management services, software, 

data, research and ratings; and they combine and deliver them all in whatever way that is best for their clients. The global 

research team consists of more than 100 analysts and their proven track record has resulted in global assets under management 

exceeding $180bn. 

This comprehensive global investment process brings together our strengths in proprietary research, patented methodologies, 

investment techniques and manager selection. It provides the framework we use to create solutions that address the challenges 

our clients encounter and the varying goals and risks investors face over a lifetime. 

WHY MODEL PORTFOLIOS?  

The legislative environment and investment industry is complex and that pace of change makes it a challenge to focus on 

running a business that is client-centric, while staying on top of the more technical and administratively cumbersome parts of 

managing an investment capability. Combine it with the fact that there are nearly 1500 registered unit trusts to choose from in 

South Africa, complicated pricing models and ever changing markets and the task is even more daunting. This translates into a 

challenging portfolio construction process, hence the decision to partner with Morningstar Investment Management.  

Together we have established a range of investment portfolios that will facilitate the active management of our clients’ 

portfolios. This follows a strict process whereby investments are managed by an Investment Committee of specialists with 

proven track records. In their selection of unit trusts, the investment committee aims to achieve an appropriate degree of 

diversification while combining the investment expertise of quality investment managers. 

All portfolios are subjected to rigorous qualitative and quantitative analysis when selecting underlying unit trust funds. The 

portfolios are managed to meet the needs of end-investors while taking the investment landscape into account. 

Model portfolios provide you with many benefits in terms of flexibility, liquidity and transparency. 

We negotiate reduced fees on the underlying funds where possible to ensure that our clients benefit from cost-effective 

portfolios. 
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INVESTMENT PHILOSOPHY  

     

We invest for the long term   We offer portfolios designated to stand the test of time. That means  

     investing with patience and the confidence that comes with rigorous  

     research and careful diversification. It also means tuning out the  

     short-term noise that distracts many investors, impeding their  

     chances of reaching their goals.  

We are independent thinkers  We don’t play favourites or allow external factors to cloud our judgement 

when we’re making investment decisions. Instead, we follow Morningstar’s 

in-house research wherever it leads us, even if it means taking a position 

that falls outside of the mainstream.  

We employ a disciplined, consistent  Because there are no shortcuts to a good investment outcome, 

investment process we follow a well-defined process that joins quantitative analysis with 

qualitative research. Every security we evaluate must pass this exacting 

test before we’ll invest in it.  

 

We actively manage portfolios  We believe that, through disciplined asset allocation and incisive research, 

we can add value for our clients. Thus, we leverage Morningstar’s deep 

analytical resources in constructing portfolios and selecting securities. We 

believe this will yield better outcomes than a purely passive approach.  

 

We are sensitive to costs and taxes  We appreciate the importance of minimising expenses and use low-cost 

vehicles, including index funds, whenever possible. We also take steps to 

avoid transaction costs and taxes, either by favouring managers who trade 

infrequently or refraining from transacting ourselves.  

 

We invest clients’ money as if it were  We eat our own cooking by investing in the portfolios we manage.  

our own This properly aligns our interests with investors’ and ensures that we only 

offer strategies in which we have the utmost confidence.  

We communicate in a timely and We strive to clearly explain our approach and investment   

candid fashion  decisions. We also aim to provide complete and transparent accounting of 

our investment performance. This includes admitting to any errors we’ve 

made in managing portfolios and lessons we’ve learned along the way.  

APPROACH 

Our disciplined investment process drives portfolio construction. It is imperative that the risk, return and time horizon objectives 

of clients are correctly analysed and matched to investment managers. Portfolios are subject to both a qualitative and 

quantitative due-diligence process which allows us to identify and select only the best quality unit trust funds for our clients’ 

portfolios. 

ASSET ALLOCATION 

Asset allocation is the primary driver of both investment performance and portfolio risk.   

Asset allocation is the process of allocating a proportion of investment capital to the various asset classes, namely equities, 

fixed income, property and cash, both in South Africa and offshore. Each asset class has different risk and return characteristics 

and diversification benefits can be achieved by selecting a mix of the most appropriate asset classes.  
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Each portfolio is managed to ensure it meets the correct standard when assessed against the risk tolerance of an end-investor. 

This allocation is monitored on an on-going basis to maintain each portfolio’s risk and return profile. In addition, the investment 

committee monitors the fundamental characteristics of specific investments with a view to determine whether asset allocation 

changes are necessary. Underlying managers have the flexibility to move between the various asset classes based on current 

market conditions.  

RISK MANAGEMENT ASSUMPTIONS 

When constructing portfolios, specific guidelines are taken into account to decrease the risk in the portfolio. Limitations are set 

on the number of funds, the minimum size of the fund, the allocation to a single fund and the allocation to one management 

company. 

We believe in portfolio consistency. Therefore, when we believe in the investment style and philosophy of an asset manager, 

we construct portfolios with building blocks across all models, moving up the risk profile range of that specific management 

company where possible. 

SOUTHWOOD PORTFOLIOS  

In their selection of unit trusts, the investment committee aims to achieve an appropriate degree of diversification while 

combining the investment expertise of quality investment managers. 

The following range of portfolios has been created for Southwood Financial Planning: 

  



 
 
 

____________________________________________________________________________________________________ 

Morningstar Investment Management South Africa (Pty) Ltd is an authorised financial services provider (FSP 45679).   

 
 

SOUTHWOOD BALANCED PORTFOLIO 

The objective of this multi-asset portfolio is to provide investors with long-term capital growth. The portfolio aims to generate 

a return of CPI + 4-5% p.a. over any rolling 5 to 7-year period and maintains a high-risk profile as it may invest up to 75% in 

equities. The portfolio is compliant with Regulation 28 of the Pension Funds Act. 

The portfolio is cost conscious, although has the flexibility to use active management where it may add the most value in a risk-

adjusted manner.  

 

SOUTHWOOD BALANCED PORTFOLIO 

 

Southwood Balanced Portfolio Holdings 

 

PSG Equity  21% 

Coronation Top 20 20% 

Foord Equity 18% 

Prudential Enhanced Income 16% 

Nedgroup Inv Global Equity FF 10% 

Coronation Global Emerging Markets Flexible (ZAR)  7% 

Sesfikile BCI Property 8% 

  

SOUTHWOOD BALANCED PORTFOLIO PRICING  

Weighted average fund fee in the Southwood Balanced Portfolio: 0.57% - 1.68% * 

*Actual TER may be higher than the maximum cost quoted above given that trading costs and investments in other collective 

investments may result in funds incurring additional fees. The above fees exclude advice fees, investment management, 

platform fees and VAT. 

 

SOUTHWOOD BALANCED PORTFOLIO STRATEGIC ASSET ALLOCATION 
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SOUTHWOOD HIGH OCTANE PORTFOLIO 

The objective of this portfolio is to deliver long term capital growth through equity centric investments. The portfolio aims to 

generate a return of CPI + 5-6% p.a. over any rolling 5 to 7-year period. The portfolio maintains a high-risk profile as it can 

invest up to 100% in equities both in South Africa and offshore. The portfolio does not adhere to the guidelines set by Regulation 

28 of the Pension Funds Act.  

 

SOUTHWOOD HIGH OCTANE PORTFOLIO 

 

Southwood High Octane Portfolio Holdings 

 

PSG Equity 23% 

Coronation Top 20 20% 

Nedgroup Inv Global Equity FF 22% 

Old Mutual Global Equity  

Coronation Global Emerging Markets Flexible (ZAR) 

Prudential Enhanced Income 

Sesfikile BCI Property 

 

12% 

8% 

9% 

6% 

 

  

SOUTHWOOD HIGH OCTANE PORTFOLIO PRICING 

Weighted average fund fee in the Southwood High Octane Portfolio: 0.82% - 1.42% * 

*Actual TER may be higher than the maximum cost quoted above given that trading costs and investments in other collective 

investments may result in funds incurring additional fees. The above fees exclude advice fees, investment management, 

platform fees and VAT. 

 

SOUTHWOOD HIGH OCTANE PORTFOLIO STRATEGIC ASSET ALLOCATION 
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SOUTHWOOD GLOBAL BALANCED PORTFOLIO  

This US dollar denominated portfolio aims is to deliver moderate capital growth over the medium to long term. The portfolio 

aims to generate a return above a composite benchmark of 65% MSCI ACWI and 35% Barclays Global Aggregate Bond Index 

over any rolling 5 to 7-year period. The portfolio has a maximum equity exposure of 75% which is equivalent to the Global MA 

High Equity ASISA sector.  

 

SOUTHWOOD GLOBAL BALANCED PORTFOLIO 

 

Southwood Global Balanced Portfolio Holdings 

 

Orbis Global Balanced 24% 

Investec Global Strategic Managed 23% 

Nedgroup Inv Global Cautious 23% 

Dodge and Cox Worldwide Global Stock 

Coronation Global Emerging Markets  

Catalyst Global Real Estate 

 

18% 

7% 

5% 

 

  

SOUTHWOOD GLOBAL BALANCED PORTFOLIO PRICING 

Weighted average fund fee in the Southwood Global Balanced Portfolio: 0.95% * 

*Actual TER may be higher than the maximum cost quoted above given that trading costs and investments in other collective 

investments may result in funds incurring additional fees. The above fees exclude advice fees, investment management, 

platform fees and VAT. 

 

SOUTHWOOD GLOBAL BALANCED PORTFOLIO STRATEGIC ASSET ALLOCATION 
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SOUTHWOOD GLOBAL EQUITY PORTFOLIO 

The objective of this US dollar portfolio is to deliver capital growth over the long term. The portfolio aims to generate a return 

above a benchmark of the MSCI ACWI over any rolling 7 to 10-year period. The portfolio has a maximum equity exposure of 

100% which is equivalent to the Global Equity General ASISA sector.  

 

SOUTHWOOD GLOBAL EQUITY PORTFOLIO 

 

Southwood Global Equity Portfolio Holdings 

 

Nedgroup Inv Global Equity 24% 

Blackrock World Equity Index 23% 

Orbis Global Equity 23% 

Dodge and Cox Worldwide Global Stock 

Coronation Global Emerging Markets 

Catalyst Global Real Estate 

 

18% 

7% 

5% 

 

  

SOUTHWOOD GLOBAL EQUITY PORTFOLIO PRICING 

Weighted average fund fee in the Southwood Global Equity Portfolio: 0.61% * 

*Actual TER may be higher than the maximum cost quoted above given that trading costs and investments in other collective 

investments may result in funds incurring additional fees. The above fees exclude advice fees, investment management, 

platform fees and VAT. 

 

SOUTHWOOD GLOBAL EQUITY PORTFOLIO STRATEGIC ASSET ALLOCATION 
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Disclaimer: 

The information, data, analyses, and opinions contained herein (1) include the proprietary information of Morningstar Inc. and 

its subsidiaries, (2) may not be reproduced, disseminated or disclosed without our prior written approval, (3) do not constitute 

investment advice offered by Morningstar, (4) are provided solely for informational purposes and therefore are not an offer to 

buy or sell a security, and (5) are not warranted to be correct, complete, or accurate. Morningstar shall not be responsible for 

any trading decisions, damages, or other losses resulting from, or related to, this information, data, analyses, or opinions or 

their use. 

It is important to note that investments in securities involve risk and will not always be profitable. Morningstar Investment 

Management Europe Ltd does not guarantee that the results of its investment decisions or the objectives of the portfolio will 

be achieved. Morningstar Investment Management Europe does not guarantee that negative returns can or will be avoided in 

any of its portfolios. An investment made in a security may differ substantially from its historical performance and as a result, 

you may incur a loss. Past performance is no guarantee of future results. Market data and statistical information has been 

obtained from various sources that we consider to be reliable. However, we make no representation as to, and accept no 

responsibility or liability whatsoever for, the accuracy or completeness of such information. 

The Morningstar Investment Management group comprises Morningstar Inc.’s registered entities worldwide, including South 

Africa.  Morningstar Investment Management South Africa (Pty) is an authorised financial services provider (FSP 45679) and is 

the entity providing the advisory/discretionary services.  

©2017 Morningstar. All rights reserved. These materials are for information and/or illustration purposes only.  The Morningstar 

name and logo are registered marks of Morningstar, Inc. This document includes proprietary materials of Morningstar. 

Reproduction, transcription or other use, by any means, in whole or in part, without prior, written consent of Morningstar is 

prohibited. 


