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 Dear Anthony

The Governor of the South African Reserve Bank issued a statement on Sunday that has brought

clarity and certainty to the situation at African Bank (“Abil”). The Governor’s statement confirms the

following in respect of Abil’s future:

That Abil has been placed in curatorship where it will continue to operate as a going concern

That Abil’s book will be split into a “good bank” and a “bad bank”

The good bank will be recapitalised with R10bn from the private sector

The bad bank book will be purchased by the SARB

All retail deposits will be transferred to the good bank at face value

All senior debt instruments and wholesale deposits will be transferred to the good bank at

90% of their value

All other debt and equity will remain in the bad bank 

As investors, we have preferred Abil debt over its equity for some time. We therefore hold no equity,

but we are a holder of their listed debt in several of our portfolios.  Since the Governor’s

announcement, we have worked to establish the impact of this change on our funds. At the close of

business yesterday, funds impacted by more than 1% are as follows:

 

Portfolio Name
YTD Performance

Pre Abil Adjustment

Adjustment due

to Curatorship

YTD performance

Post Adjustment

Investec Opportunity Income A 4.4% -5.5% -1.1%

Investec Absolute Income A 3.6% -4.6% -1.0%

Investec Diversified Income A 4.5% -2.6% 1.9%

Investec High Income R 4.1% -2.2% 1.9%

Investec STeFI Plus A 3.6% -1.4% 2.2%

Source: Morningstar, returns are net of fees. 

For the purposes of the above adjustment we have valued the subordinated debt at zero and the

senior debt and wholesale deposits at 90% of face value. We believe that this is a conservative

approach which represents the full possible impact of the Abil curatorship on our funds. We will

continue to work with the regulator and management to establish the possibility of recovery on the

sub-ordinated debt and we will communicate with you in this regard as soon as we have meaningful

additional information.

 

 
Yours sincerely

 

Thabo Khojane

Managing Director

John McNab

Co-Chief Investment Officer
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as an advisor or in a fiduciary capacity. No one should act upon such information or opinion without
appropriate professional advice after a thorough examination of a particular situation. We endeavour to
provide accurate and timely information but we make no representation or warranty, express or implied, with
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