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In the past, banking shares were a 
core holding in most portfolios, and 
especially those which were income 
focussed. This is because banks 
have, over the years, been steady and 
reliable dividend payers. However, 
that reputation was turned on its 
head last year. Following the initial 
lockdowns and subsequent collapse 
of equity markets, regulators were 
rightly concerned about the impact 
on the broader economy, and whether 

banks could withstand the pressure from both businesses and 
consumers. Similar to other countries, the SARB took action 
and issued guidelines preventing the banks from paying 
dividends for 12 months. Whilst we do expect dividend 
payments to resume this year, we have little visibility on the 
quantum of bad debts, and the pace of recovery. Hence, we 
expect the level of the dividends to fall considerably this year 
relative to 2019, before growing again off a lower base. 

Yet the requirement for income in client portfolios has not 
diminished. Luckily, there is another sector of the market that 
provides robust dividend yields – the specialty finance sector. 
In particular, we will focus on three companies, Coronation 
Fund managers, Ninety One Asset Management, and the JSE 
itself which clients will find in their portfolios. 

Coronation
The company has endured a tough few years, evidenced by 
both the decline in the share price and the decline in headline 
earnings. This can be attributed to a few factors:

1. A weak SA economy which in turn has put pressure on 
employment numbers and the ability of consumers to 
save. Generally speaking, the SA savings pool has been 
shrinking over recent years, not growing.

2. The emergence of both passive and boutique managers, 

both of whom have chipped away at the market share of 
the large dominant asset managers. 

These two factors combined have resulted in Coronation 
experiencing net outflows of assets. Over the past two 
years, the firm has suffered net outflows of R44 billion and 
R40 billion respectively. This has weighed on assets under 
management (AUM), and hence revenues. AUM peaked at 

INTUITION
5 FEBRUARY 2021

Paying Dividends

SPEED READ
 � Investment income was decimated in 2020, but 

it remains as important as ever. 
 � Banks should resume dividends, but bad debts 

remain an unquantifiable risk. 
 � Shares in asset managers and the JSE offer de-

fensive cash flows and high yields. 

In investment terms, 2020 will be remembered as a year when investment income was decimated 
– whether it be from record low interest rates or companies choosing to forego their dividends. 
Yet income, and the importance thereof, has not diminished. Fortunately, there is one sector of 
the local market where dividends not only remain robust but should also grow over the next two 
years. 
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Due to a combination of a weak SA savings environment and 
the rise of alternative products, Coronation’s assets under 
management have not grown over the past five years. That 
trend appears finally to be turning.
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just under R640 billion in March 2015 and reached a low 
point of R508 billion in March 2020, when the Covid turmoil 
was at its worst. Over the past 12 months, AUM has recovered 
to R594 billion – the highest level in nearly 3 years. 

We believe that the tide is finally turning. Thanks to a 
combination of reasonably buoyant markets and diminishing 
outflows, assets under management are rising again. 
Furthermore, the firm has delivered strong investment 
performance for the past 18 months, which will enable 
them to once again charge performance fees. Earnings have 
risen for the last 3 consecutive reporting periods, and we 
forecast an acceleration in earnings over the next 18 months 
as the company benefits from operational gearing to higher 
revenues and performance fees. Finally, the firm tends to pay 
out all its earnings as dividends, given that they do not need 
to retain cash for growth. The share is currently trading on a 
yield of 8%, and we believe this could touch 10% over the 
next few years. That compares favourably against the high-
income alternatives of both bonds and listed property. 

Ninety One Asset Management
Whilst the name might be new, Ninety One Asset Management 
(formerly Investec Asset Management) has a long history. As 
the name suggests, it was started in 1991, but only separately 
listed from Investec in March last year.  Despite the separate 
listing, Investec remains a significant shareholder with 
25% of the shares in issue and the management team owns 
a further 22%, indicating their confidence in the business. 
Furthermore, the CEO has been with the company since its 
inception (29 years), unusual in the modern corporate world.

Despite its short tenure as a separately listed company. Ninety 
One has carved an impressive niche for itself in the global 
asset management industry. The Investec Group moved its 
primary listing to London in 2002. That was the start of its 
globalization, and asset management was no exception. Over 
the years, the company has grown steadily and diversified 
both its client base and its asset base. In total, Ninety One 
boasts AUM of £128 billion – making it 4x larger than 
Coronation. More importantly, only 35% of its assets come 
from SA-based clients, with the balance spread across clients 
based in the UK, Europe, the Americas, and Asia. That is 
a significant beachhead into the global market and one 
that cannot easily be replicated given that it takes time to 
build both a track record and relationships. Importantly, the 
company is far less reliant on the fickle state of the South 
African market and economy. 

Given its short tenure as a listed company, Ninety One has 
yet to establish a dividend track record. They paid their first 
dividend in December last year – 119c for the 6 months 
ending September 2020. Annualizing that for the full year 
implies a yield of 5%, but this is conservative. We forecast 

that a “normal” yield will be around 6%, with a high 
probability of special dividends from time to time as excess 
cash accumulates on their balance sheet. 

The JSE Ltd
In this note, I am referring to the JSE (the company itself) 
rather than the All Share Index. The JSE became a listed 
company in 2006 and performed strongly until 2018 when 
the woes of the country caught up with it. Stagnant markets 
and the threat of competition from several new entrants 
caused the share to derate. It has now reached a level where 
we feel that it offers a compelling investment again. 

The outlook for the JSE rests on several factors:
1. 50% of the company’s revenues come from primary 

market activity – not only equities but bonds, currencies, 
and derivatives as well. After 2 years of weak SA markets 
with low volatility, 2020 saw a welcome change in 
trend. Volatility soared in reaction to Covid, which saw 
trading volumes rise sharply. Unlike asset managers, the 
JSE is more dependent on volatility (which encourages 
trading) than the absolute level of the Index. Over the 
past 3 months, foreign interest in the JSE has turned 
positive, which, if sustained, will add additional support 
to volumes in the year ahead. 

2. Much has been made of new competition. Whilst we 
agree that the JSE enjoyed 100% market share prior 
to new entrants, those entrants have yet to make a 
significant dent in the market place. A2X, the JSE’s 
direct competitor, traded R4.8 billion worth of shares for 
the full year of 2020, versus trade of R25 billion daily on 
the JSE. Their market share will decline, but we believe 
the extent of the decline is exaggerated. 

3. A further concern is the spate of delistings presently 
underway. After 5 years of stagnant markets, valuations 
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for many small companies are low, and the shares are 
infrequently traded. Some are using the opportunity 
to delist. Whilst this is a concern, listings fees only 
comprise 6% of the JSE’s total revenue, and hence we 
do not expect this will have a material impact at all. 

Yet the JSE does not have its head in the sand. Two years 
ago, it recruited Leila Fourie as its new CEO, a most capable 
lady with years of global experience. Her goal – to diversify 
the JSE’s revenue and reduce its reliance on core equity 
trading. In that vein, they have recently purchased Link 
Market Services (transfer secretaries) and established a 
platform for private equity transactions. Furthermore, they 
have established a link with their peers in China to encourage 
cross border investment, and are investigating various new 
products to meet the demand for global products from local 
investors. This last point is crucial to preventing capital from 
seeping away to other exchanges. 

From an investor’s point of view, the valuation is appealing, 
and the company is highly cash-generative and hence it pays 
regular dividends as well as frequent special dividends, as 
highlighted in the chart below. Earnings growth has resumed 

after a weak year in 2019. We expect a sharp rise in the 
dividend when the company reports in March, with the 
possibility of another special dividend on top of that. That 
places the company on a yield of between 6% and 8%.

JSE DIVIDEND HISTORY
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The JSE has a good record of rising ordinary dividends, 
supplemented with frequent special dividends.
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The beginning of February 2021 marks the end of Harvard House’s 49th year. It is always good to look back The beginning of February 2021 marks the end of Harvard House’s 49th year. It is always good to look back 
and celebrate successes. We could argue that our greatest success has been the integrity of the services we and celebrate successes. We could argue that our greatest success has been the integrity of the services we 
have performed, or perhaps the incredible team that we have assembled over the past decades, or possibly the have performed, or perhaps the incredible team that we have assembled over the past decades, or possibly the 
3 Raging Bull Certificates we won in 2015. However, what is probably most satisfying is that we continue to 3 Raging Bull Certificates we won in 2015. However, what is probably most satisfying is that we continue to 
walk with some of the customers that were there from the beginning, and in many cases, we are walking with walk with some of the customers that were there from the beginning, and in many cases, we are walking with 
the third generation. Is there any greater recommendation? Not to our minds. To celebrate this achievement, the third generation. Is there any greater recommendation? Not to our minds. To celebrate this achievement, 
we have chronicled just one such family in a new 5-minute promotional video. It brought a lump to our we have chronicled just one such family in a new 5-minute promotional video. It brought a lump to our 
throat, hopefully, it will to yours too. throat, hopefully, it will to yours too. 

To view this video please click To view this video please click herehere..
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Thank you!

The beginning of February 2021 marks Harvard House’s 49th year. 
It is always good to look back and celebrate successes. We could argue that our greatest success has been the integrity of the 
services we have performed, or perhaps the incredible team that we have assembled over the past decades, or possibly the 3 
Raging Bull Certificates we won in 2015. 
However, what is probably most satisfying is that we continue to walk with some of the customers that were there from the 
beginning, and in many cases, we are walking with the third generation. Is there any greater recommendation? Not to our minds.
To celebrate this achievement, we have chronicled just one such family in a new 5-minute promotional video. It brought a lump 
to our throat, hopefully, it will to yours too.
To view this video please click here.

https://youtu.be/SZjAWCaQpWA


Given the uncertainty over a second wave of Covid, 
we cannot predict with any certainty when we will be 
allowed to resume our seminars. Until we have clarity, we 
will continue with our online videos and presentations. 
Please ensure that you subscribe to our Facebook page 
and YouTube channel to be kept up to date. 

Please RSVP to Clare Mitchell on 033 3302164 or clarem@
hhgroup.co.za.

Disclaimer:
The information contained in this newsletter comes from sources believed to be reliable, but Harvard House Investment Management (Pty) 
Ltd , Harvard House Financial Services Trust, Harvard House Insurance Brokers and Harvard House, Chartered Accountants (collectively known 
as the Harvard House Group), do not warrant its completeness or accuracy.  Opinions, estimates and assumptions constitute our judgment as 
of the date hereof and are subject to change without notice.  Past performance is not indicative of future results.  This material is not intended 
as an offer or solicitation for the purchase or sale of any financial instrument. Any investor who wishes to invest with the Company should 
seek additional advice from an authorized representative of the firm. The Company accepts no liability whatsoever for any loss or damages 
whatsoever and howsoever incurred, or suffered, resulting, or arising, from the use of this newsletter. The contents of this newsletter does not 
constitute advice as contemplated in the Financial Advisory and Intermediary Services Act (FAIS) of 2002.
 
The Harvard House unit trusts are registered under the Boutique Collective Investments.  Custodian: Standard Executors & Trustees:  Tel 
(021) 007-1500.  Collective Investments are generally medium to long term investments. The value of participating interests may go down as 
well as up and past performance is not necessarily a guide to the future. Collective Investments are traded at ruling prices and can engage 
in script lending.  Forward pricing is used. Commission and incentives may be paid and if so, are included in the overall cost.  This fund 
may be closed to new investors.  Collective Investment  prices are calculated on a Net Asset Value basis and auditor’s fees, bank charges, 
trustee and RSC levies are levied against the portfolio. The portfolio manager may borrow up to 10% of portfolio NAV to bridge insufficient 
liquidity.   Boutique Collective Investments is a member of ASISA and is an authorised Financial Services Provider.  Should you have any further 
queries or complaints regarding the suite of units trusts offered by The Harvard House Group please contact:  Boutique Collective Investments 
Call Centre, Tel: (021) 007-1500, Email:  clientservices@bcis.co.za.  For your information, the FAIS ombudsman provides an independent and 
objective advisory service.  Should you not be satisfied with the outcome of a complaint handled by Boutique Collective Investments, please 
write to, The Ombudsman, PO Box 74571, 

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

Lynnwoodridge, 0040.  Telephone (012) 470 9080/99.  Fax (012) 348 3447.   Email:  info@faisombud.co.za
Harvard House Investment Management (Pty) Ltd*, Licence no: 675   Harvard House Insurance Brokers*, License no.  44138 
Harvard House Financial Services Trust*, Licence no: 7758   * Authorised financial service providers in terms of FAIS (2002)

For more information on the range of products and services 
offered by Harvard House Investment Management and its 
associated companies (including Harvard House, Chartered 
Accountants), or for any financial advice, please contact the 
Company at:

HARVARD HOUSE GROUP
G 3 Harvard Street, Howick, 3290, South Africa

+ P.O. Box 235, Howick, 3290, South Africa

( +27 (0) 33 330 2164

7 +27 (0) 33 330 2617

@ admin@hhgroup.co.za

W www.hhgroup.co.za

CONTACT DETAILS:

Topic: N/A

Natal Midlands
Date: N/A
Venue: Fernhill Hotel

Midmar / Tweedie  Road
(almost opposite entrance to 
Midmar

Morning Time: 10am for 10.30am
Evening Time: 5.30pm for 6pm

Johannesburg
Date: N/A
Venue: Rosebank Union Church, Cnr 

William Nichol and St Andrews 
Road, Hurlingham

Time: 7am for 7.30am

Harvard House is on Facebook

Harvard House is on YouTube

https://www.facebook.com/HarvardHouseSouthAfrica
https://www.youtube.com/channel/UCMmM_c5RjK5P-IdRN3JOh7A
https://www.facebook.com/HarvardHouseSouthAfrica
https://www.youtube.com/channel/UCMmM_c5RjK5P-IdRN3JOh7A

