
Diverse views on the fate of SA Inc stocks 

 

The biggest debate in South African investment teams lately is how much should be 

allocated to South African companies that earn most of their revenue domestically, 

which are designated “SA Incorporated” or SA Inc. stocks. Although there is general 

agreement that these stocks are cheap relative to their historical Price/Earnings or 

Price/Book, there is debate around whether the potential upside of these companies 

justifies the risk defined by the terrible economy and the extremely depressed 

consumer and business sentiment. 

It is difficult to compare the levels of SA Inc in portfolios. Although funds report on 

their SA equity level, not all of these equities are SA Inc. The SA equity weighting 

incorporates the SA Inc and Rand Hedge stocks, yet even with this limitation, we can 

see the diverse views on SA Equities. 

We can point to an example in the ASISA South African Multi Asset High Equity 

category which groups the “Balanced” funds. This category has R600bn in retail assets 

and the 20 largest funds account for R500bn or 85% of the category. The range of 

allocation to SA equities of these largest funds is 24% to 51%, with a simple average 

of 40%. One large manager at the lower end of the range holds almost all its SA equity 

allocation in Rand Hedge stocks – implying that they are extremely negative on South 

Africa. 

It is important to realise that a low level of SA Inc is not only a view on SA, but a view 

on emerging market in general. We feel that having such an extreme view introduces 

significant risk. The coronavirus is affecting China and emerging markets (South Africa 

included), but we do believe that when the virus is contained – hopefully soon – that 

emerging markets will rebound. Emerging markets have been depressed for a decade 

and with global growth decreasing, global investors are searching for higher growth 

rates. We therefore think some allocation to SA Inc, balanced with allocation to Rand 

Hedge and direct exposure to global equities, is advantageous at this time. 

 

  


