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Go figure…

4 Source: JP Morgan

Italy
Ireland

$867 BILLION

Italy

$1.4 TRILLION

Greece
TOTAL DEBT

$236
BILLION

Spain
$1.1 TRILLION

Portugal
$286 BILLION



5 Source: Bloomberg, SA National Treasury

Governments wandered off the “track”…



Liquidity: Gross financing need (2010-2012)

Source: Barclays Capital, Eurostat, Bloomberg6

Ireland
€69bn

Greece
€158bn

Portugal
€70bn

Spain
€448bn

Total

IMF

Euro 
area

€745bn

8% of Euro 
area GDP
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Fiscal adjustment to secure solvency

7 Source: Eurostat, Capital Economics

Ireland
-2.0% of 

GDP

France
-1.3% of

GDP

Spain
-1.8% of 

GDP

Concern about potential 
negative impact on future 
growth prospects driving 

sentiment currently

Greece
-3.5% of 

GDP

Germany
-0.5% of 

GDP

Italy
-0.5% of 

GDP



Europe will “export” deflation & recession
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• First step is to provide liquidity…through support packages

• Then fiscal adjustment in order to secure solvency by:

• government expenditure reduction and/or

• tax increases

• Possible outcome:

• Euro zone won’t fall apart (costs/complexity too high)

• “marginal” economies cannot exit Euro (could wipe out 
banking sectors)

• Euro weakness necessary to relieve pressure (boost 
exports/growth)

• Risk of eventual default (reschedule, restructure, 
conversion) still high



Credit Default Swaps
…investors are differentiating between good and bad
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Corporate bonds
Still an attractive investment

Source: ABSA Capital10
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http://results.antfarm.co.za/imperial/February_2010_01/www.imperial.co.za


South African credit still attractive…
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• Credit spreads widened in reaction to global turmoil in 
2008

• We always stated that SA Inc fundamentally in better 
position to survive:

• Relative sound fiscal position 

• Average corporation is under geared

• SA banking sector is well regulated

• SA have good borrowers

• Strong fundamental credit analysis remains a critical 
component of investment process

• Futuregrowth offers a long strong track record managing 
credit risk 



Our longer term interest rate view…
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How to express the credit/interest rate view?
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• High holding of non-government bonds at attractive spreads

• Prefer variable rate exposure on a 2-3 year interest rate 
view:

• “Lock-in” credit spreads

• Variable rate offers hedge against rising rates 

• Buy inflation-linked bonds at 3%+

• Receive inflation + 3%

• Capital hedged against future inflation

• Difficult to spot big negative inflation surprises

• Use liquid government bond market to express duration 
views



Fund positioning
Government versus non-government
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Enhanced Income Fund
Changes to structure
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RSA government bonds Fixed rate non-government bonds Variable rate non-government bonds-

Inflation-linked bonds Preference shares Money MarketListed property
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Investment Themes

• US/Euro competitive devaluations: But China/EmAsia to revalue

• Europe exporting deflation, recession, unemployment…

• Not a global double-dip, but a scary 3-6 months

• Cash isn’t attractive for 2010-2011. Global rate hikes deferred

• Safety & Growth: Nations & currencies with good fiscal position 

• Governments are not “risk free” : Trade credit selectively 

• Long-term inflation is rising: Partial hedging is suitable

• Producing property, oil, ILBs, some currencies , commodities, gold?

• Global bonds near cyclical lows

• Inflation to surprise on downside in short-term (2010/2011)

• Rising chance of a Bank Rate cut in 3Q2010.
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Large, experienced Fixed Income team

17

20 Investment Professionals



Why choose Futuregrowth?

• Robust investment process with scale

• For conventional and credit instruments

• Large and skilled investment team

• Well positioned dealing team 

• Product suite to fit the clients needs
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The retail fund range

Old Mutual Enhanced Income Fund
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Old Mutual Money Market Fund
Top Quartile 3 & 5 years

Old Mutual Income Fund
Ranked First 3 & 5 years

Top Quartile 5 years

Old Mutual Bond Fund
Above median performer



The Global Crisis: Reflections & Regulations

• Assumption that diversity & market efficiency is a 

panacea to all risks.  

• Unconstrained capitalism will produce genuinely 

dangerous stuff.

• The Essence of a profession

Measure success by the success of our clients
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