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INVESTING

Laurium Capital’s 
Laurium   
Aggressive Long 

Short Prescient QI 
Hedge Fund recently 
won the HedgeNews 

Africa Award for the Best Long/Short 
Equity Fund. Kim Zietsman, the firm’s 
Head of Business Development and 
Marketing, discussed the firm’s investment 
philosophy, risk management strategies, 
and unique approach to the market with 
MoneyMarketing.

When asked about Laurium’s 
investment philosophy and 
approach to managing risk, 
Zietsman states that the 
team uses valuation-driven, 
fundamental bottom-up 
research combined with a 
macro, top-down overlay 
to generate a concentrated 
portfolio of investments that 
should generate attractive 
returns over time. In addition, 
the team looks to take 
advantage of special situations 
such as corporate actions, 
unbundlings, spin-offs, take-
outs, and placings, as well as short-term 
trading opportunities. 

With regards to portfolio risk 
management, Zietsman highlights the 
various tools at a hedge fund manager’s 
disposal to manage risk, including 
reducing or increasing gross exposure, 
dynamically managing net exposure, and 
eliminating factor exposure. Although 
there are no strict stop losses for Laurium 
portfolios, position sizes and sector 
exposures are monitored constantly. 
The liquidity profile on the short book is 
managed on a very conservative basis, 
ensuring that short positions are sized 
appropriately in the context of trading 
volumes to ensure that these positions can 
be closed in a short timeframe.

She explains that Laurium’s investment 
team’s breadth of experience and 
knowledge is deployed in researching 
and finding mispricings and inefficiencies 
across the market cap spectrum. The 
ability to short and utilise derivatives 
and having constant access to cash to 
take advantage of market dislocations 
enhances returns for clients. Furthermore, 
being a boutique manager that is 
nimble and able to react quickly is very 
advantageous, particularly in these 
extraordinary times. The flat organisational 
structure of boutiques means that 
investment decisions are made and 
implemented quickly, giving Laurium an 
edge in the market.

Regarding risk management during 
periods of market turbulence, Zietsman 
explains that, with an experienced team 

and disciplined approach, volatility 
can be seen as an opportunity to 
generate alpha while minimising risks. 
Shorter-term inefficiencies may present 
trading opportunities, irrespective of 
a company’s intrinsic value. Laurium 
monitors its net and gross exposure 
daily and currently has protection in the 
form of short futures or option positions, 
both on local and offshore indices, to 
counter risk in times of broad market 
selloffs. In addition to this, correlations 

between short and long 
books are monitored 
closely to mitigate any 
factor risk.

Zietsman elaborates 
on Laurium’s 
investment process 
for evaluating 
potential opportunities, 
stating that the team 
regularly screens 
the top 160 stocks 
using financial ratios 
in a comprehensive 
financial database and 
relative valuation tools. 
In addition, broker 

research and daily news flow are 
closely monitored, and these screens 
generate ideas for further investigation. 
Once an idea is selected for in-depth 
analysis, it is analysed in terms of what 
the team considers to be the three key 
building blocks of fundamental analysis: 
business assessment, financial analysis 
and valuation. 

Price targets are set based on the 
above factors, as well as the level of 
conviction in that price target, and the 
idea is also analysed from a portfolio 
construction standpoint, including 
correlation to existing positions and 
concentration risk. The timing of 
implementing the idea takes into 
consideration factors such as possible 
catalysts and the liquidity of the 
instrument.

On the topic of interest rates and 
inflation, Zietsman explains that 
Laurium does not structure its funds 
based on top-down macro predictions, 
as accurately predicting factors such 
as global rates and currencies is 
exceptionally difficult. Instead, the team 
analyses and assesses the macro in 
the context of “what could go wrong” 
and in determining the environment in 
which the companies trade. Currently, 
inflation and policy rate increases 
are major discussion points and risk 
considerations in terms of global 
growth and financial system stability. 
On balance, Laurium expects US 
inflation to end the year at around 3%, 
in line with consensus.
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People’s perceptions 
and actions towards 
an idea or product 

are greatly influenced 
by the words we use 
to describe them. The 
wording used to describe 
tax-free products can 
significantly affect how 
people view them and how 
they use them.

Understanding how 
language impacts the 
brain and behaviour is 
made possible by the 
fields of study known 
as neurolinguistics and 
behavioural linguistics. 
Behavioural linguistics focuses on how 
language influences behaviour and 
decision-making, while neurolinguistics 
investigates how the brain interprets and 
processes language.

In South Africa, we often see people 
in general and even product providers 
referring to tax-free savings accounts 
(TSFAs). Although National Treasury 
introduced these products as ‘Tax Free 
Savings and Investment Accounts 
(“TFSAs”)’ in 2015, it seems that the 
media and industry got stuck on the 
TFSA naming convention. Because the 
word ‘savings’ is in the name, our brains 
might bring up images of conservatism 
and may influence how we behave when 
using these products. Because we think 
it is a savings account, we might use the 
money in the account for shorter-term 
expenses like holidays, weddings or 
children’s education.

When we refer to these products 
as investments, specifically tax-free 
investments, the picture changes. We 
now look through a longer-term lens. 
We start thinking that growth asset 
classes might be a better option for 
our tax-free investment, that maybe 
we should not dip into our money 
for shorter-term expenses, and that 
maybe this investment is better suited 
for our retirement planning needs. 
Overall, it promotes a more long-term 
and aspirational picture of tax-free 
investments by using the phrase 
‘investment ’ rather than ‘savings account ’.

Some basic investing principles 
also come to the fore when thinking 
‘investing’ versus ‘saving’. Principles 
such as starting early and 
staying invested for a long time 
to benefit from the positive effect 
of compounding over time and 
not dipping into the investment 
when you need money that is 
intended for other purposes.

Tax-free savings 
account or tax-
free investment?
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Specifically for a tax-free 
investment, it is a good 
idea to start investing 
as early as possible to 
reach the R500 000 
lifetime limit sooner so 
that your money works 
for you for as long as 
possible, tax-free. Also, 
the earlier in the tax 
year you can invest the 
maximum allowable 
yearly amount into your 
tax-free investment, the 
more chance your money 
has to participate in any 
market growth for longer.

How our brain 
interprets and processes the words we 
see and hear is very personal. This is 
why at Momentum Wealth we prefer to 
refer to our Flexible Tax-free Option as 
a tax-free investment. Because with us, 
investing is personal.

Introduced in 2015, natural 
persons can invest in approved 
investment products, tax-free. 
These investments are subject 
to a lifetime investment limit 
of R500 000, and a yearly 
investment limit of R36 000 
(2020: R33 000). The growth 
and the proceeds from a 
tax-free investment are fully 
exempt from South African 
tax, with no capital gains tax 
and no tax on dividends and 
interest. Investments of more 
than the yearly and lifetime 
limits are taxed at 40%.

Momentum Wealth (Pty) Ltd (FSP 657) is an 
authorised financial services providers and part of 
Momentum Metropolitan Life Limited. Momentum 
Investments is part of Momentum Metropolitan Life 
Limited, an authorised financial services (FSP6406) 
and registered credit (NCRCP173) provider.
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