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High Yield 
Credit Fund

   
 
   Business Information

Fund Objective

The objective of the High Yield Credit fund is to generate returns in ex-
cess of a typical income fund. This fund is best suited for investors look-
ing for enhanced income returns with very low liquidity requirements.

Investment Philosophy and Strategy

Employs a conservative approach to enhance yields through extract-
ing the liquidity risk premium in longer dated and less liquid debt in-
struments, as well as an increased exposure to credit assets. Our fun-
damental credit review process is robust, combining qualitative and 
quantitative analysis, overlaid with institutional memory to question 
convention, operating within a strong risk and compliance frame-
work. Our portfolio construction process builds a well diversified 
fund targeting up to 30+ counterparties to further diversify risks.

Outlook

The IMF once again revised their global growth forecast upward to 6% for 
2021, from their previous forecast of 5.5% and further raised 2022 growth 
to 4.4% respectively.  This increase was primarily driven by the same rea-
sons as given before, which was additional fiscal support, positive eco-
nomic activity, and foreseen recoveries in the second half of 2021.  Global 
manufacturing has also ticked up from lower levels showing improvement 
in economies. 

In the US, inflation had a large spike in March rising to 2.6% y/y in March 
from 1.7& y/y in February. The drivers of this increase in US inflation were 
energy, housing, and transportation prices.  Despite rising inflation, the US 
Fed has kept their inflation targeting level at 2%.  In the UK, CPI inflation 
had a marginal increase to 0.7% y/y in March from 0.4% y/y February.  The 
Eurozone also showed a slow increase in inflation driven primarily by en-
ergy prices. 

Domestically, the IMF increased its forecast for South African’s real GDP 
growth to 3.1% for 2021 from 2.8% previously forecasted and 2% for 2022 
from 1.4% previously.  Manufacturing production improved to -2.1% y/y in 
February from -4.2% y/y in January, and sales growth has improved across 
products showing a demand push compared to a year ago. 
Headline CPI inflation in March 2021 increased to 3.2% y/y from 2.9% y/y 
in Feb, slightly above market consensus.  The key drivers for CPI remain 
food and fuel prices; food price inflation had an uptick of 5.4% y/y from 
5.9% y/y.  Manufactured food price inflation increased to 8.1% y/y from 
6.9% y/y, which is a key driver of the uptick in PPI inflation.  South African 
private sector credit extension (PSCE) contracted by -1.5% y/y in March fol-
lowing a growth of 2.6% y/y in February, this steep decline was driven by a 
decline in corporate credit of -5.3% y/y in March from 2.3% y/y in February.  
Household credit however, had a marginal lift to 3.3% y/y from 3.0% y/y 
previously driven mainly by asset-backed finance. 
In March 2021, the SA budget balance had a deficit of R29.8bn from -R13bn 
in February, the total deficit for the year thus far is at R552bn which is ap-
proximately 11.2% of GDP.  The trade account posted a surplus of R53bn 
in March 2021 from a previous R31.2bn in February 2021.  

Taquanta acquires the entire issued share capital 
of Ngwedi Investment Managers (NIM) in a trans-
action that fosters strategic transformation and 
consolidation in the South African black-owned 
asset manager universe.

Taquanta and Ngwedi are exceptionally please to 
announce the planned coming together of two 
formidable investment teams which will ultimately 
give rise to an even more transformed, scalable, 
dynamic, and sustainable business.

Taquanta Investment Holdings has acquired 100% 
of NIM’s issued share capital from Ngwedi Capi-
tal Holdings (NCH). Under the terms of the trans-
action, NIM will be merged into Taquanta Asset 
Managers (TAM). The highly regarded Ngwedi in 
investment team of Moneimang Pudumo-Roos 
(Monei), Raphael Nkomo, Farzana Bayat and 
Teresa Lu, will, for the time being, continue to man-
age the affairs of NIM, whole- heartedly supported 
by Taquanta’s various operational divisions. These 
investment professionals will likewise continue to 
diligently manage the NIM client assets through-
out the merger process.

For Further information please contact Justin 
Kretschmar or Monei Pudumo-Roos (Monei) or 
your respective contact in either business.

Justin Kretzchmar  Monei Pudumo Roos
CEO - Taquanta   CEO - Ngwedi



Banks*; 25%

Corporates; 2%

Manco; 4%

Unit Trusts; 6%
Securitizations; 59%

Parastatals; 4%

Issuer Type

     Portfolio Manager:  
     Taquanta Asset Managers (Pty) Ltd

      Inception Date:
     August 2015

      Fund Size:   
     R180 million 

     Target Return:   
     STeFI Composite +4%

     Minimum Rating:  
     BBB- (At time of purchase)

     Target Average Rating:  
     BBB

     Max Offshore Exposure:  
     40% (Hedged)

   
     Lock in Period: 
     5 years
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   Risk Profile

    Conservative      Moderate       Aggressive

Fund Outlook

The fund continued to take advantage of the availability of assets in the list-
ed debt capital markets as well opportunities in the private debt markets. 
The investments made over the month and the low cash holding positively 
positions the outlook for fund performance in the short term. The funds’ 
ability to participate in the public, private and unlisted debt market posi-
tions it well to continue to access opportunities that will support returns 
as issue spreads moderate. We will continue to carefully select assets that 
provide the appropriate return for risk in this environment. We still remain 
cautious in these uncertain times with regards to credit and liquidity risk.

Fund Performance

*Includes 5.7% in Credit-linked Notes, which are bank issued notes referencing other entities such as corporates and 
parstatals

A; 1.7%
A-; 7.7%

AA; 37.0%

BB; 3.4%

BB+; 5.1%

BBB; 20.8%

BBB-; 12.3%

BBB+; 7.8%

CCC; 4.2%
NR; 0.1%

Credit Rating
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  Fund performance

 
      Longest Maturity: 
      5.4 years

      Average Term to Maturity:
      3.0 years

      Modified Duration:  
      <0.25 Years
 

      Number of  Counterparties: 
      29
  

      Top 5 credit Exposures: 
     

*Excluding unit trust exposure

Period 
(naca)

CPI 
+5%

Fund 
Target

Fund 
Return

3 months 3.0% 1.9% 1.8%

6 months 4.6% 3.8% 4.0%

1 year 8.2% 8.3% 10.1%

2 years p.a 8.7% 9.7% 10.8%

3 years p.a 9.0% 10.2% 11.7%

3 year volatility 1.4% 0.4% 1.1%
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Issuer Exposure

Amber House Fund Ltd 8.4%

TUHF Urban Finance 8.1%

SA Taxi Finance Solutions 7.4%

The Thekwini Fund 16 6.2%

Firstrand Bank Ltd 5.8%

Fund Performance

Unit Trusts; 5.72%

Junior Debentures; 
3.90%

Mezzanine 
Secured; 8.88%

Secured; 36.76%
Senior Debentures; 

3.45%

Senior Secured; 
9.21%

Senior Unsecured; 
16.31%

Subordinated Unsecured 
Tier 2; 1.14%

Subordinated Unsecured 
Tier1; 14.64%

Capital Ranking


