
CORONATION FUND MANAGERS (JSE: CML)
RECOMMENDATION: BUY

Coronation Fund Managers was founded in Cape Town, South Africa in

1993. The company is an active investment manager that focuses on

fund management for both institutional and retail client markets. It

manages institutional assets in South Africa, and its product offering

covers all asset classes across several geographies in both segregated

and pooled mandates. Its institutional clients include pension and

provident funds, medical schemes, banking and insurance groups. The

company also manages assets for international retirement funds,

endowments and family offices. The group operates its business in

London, Dublin and South Africa.

FUNDAMENTAL/TECHNICAL OVERVIEW

Coronation recently released its interim financial results for the period

ended 31 March 2020. The company reported an increase of 8% in

revenue to R1.8bn (1H2019: R1.6bn), and net profit was up by 8% to

R624 million (1H2019: R578 million). Total assets under management

(AUM) declined by 11% to R508bn for the six months (FY2019: R571

billion). The largest net outflow by value came from the South African

institutional business segment, which reported an AUM of R216bn

(FY2019: R240 billion).

The group reported diluted headline earnings per share of 178.3 cents

(1H2019: 165.1 cents), up by 8% compared to the prior period.

Coronation endeavours to distribute at least 75% of its after-tax cash

profit. After assessing any projected future cash requirements, the

company declared a gross dividend of 178.0 cents per share. This

declaration resulted in a net dividend of 142.4 cents per share. Against

what could be considered a challenging backdrop, Coronation managed

to contain costs, with operating costs increasing by 5% to R950 million

(1H2019: R889 million) and variable costs were up by a marginal 1%.

Coronation reported that the net outflows from the company’s opening

balance of 3.8% for the period, reflects the experience of the broader

asset management industry. The outflows are attributed to a decline in

formal savers in South Africa and the sudden stop in economic activity

as a result of the global response to COVID-19. The group expects these

outflows to remain impacted as the local savings pool is put under

more pressure due to the expected increase in unemployment in South

Africa. As people get retrenched, accessing savings becomes a priority

to supplement salaries, resulting in outflows.

The end of 2019 saw geopolitical tensions easing, and world markets

started showing signs of recovery. The outbreak of the COVID-19

pandemic has nullified this, Coronation reports. The group has

employed a strategy of active management in the current economic

environment in an attempt to mitigate both sector and stock-specific

risk. Coronation further continues to make use of its proprietary

research and valuation-driven investment approach to identify

investments that are resilient and offer upside potential for their

clients’ portfolios. Management expects developed markets to recover

reasonably quickly due to demand and stimulus.

Coronation offers investors an attractive dividend yield of 8.97% and as

at the time of writing, was trading on a trailing price to earnings ratio of

11.54.
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SHARE INFORMATION

Share Code CML

Industry Investment Banking & Investment Services

Sector Financials

Market Capital (ZAR m) 13 793

Current Price (ZAR) 40.50

1yr Target Price (ZAR) 50.00

Price - 52 Week High: 47.92

Price - 52 Week Low: 24.36

Dividend Yield 8.97%

Beta 5 Year (JSE All Share) 0.95

SHARE PRICE PERFORMANCE**
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VALUATION RATIOS **

Period P/E P/SALES P/B

Last 12 Months 11.1x 4.0x 6.8x
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The Company’s PB is trading at 6.79, which is more than one

standard deviation below the long-term average of 10.1.

The Company’s historic dividend yield is at 8.97%, which is one

standard deviation above the long-term average of 7.62%.

Coronation’s dividend per share has followed a decreasing trend

since September 2015, but has increased marginally for 1H20 to

178 cents (1H19: 165 cents and FY19: 176 cents).

Coronation’s historic price to earnings is at 11.54, which is more

than one standard deviation below the long-term average of

13.44.

Coronation’s net profit margin was up marginally to 35.17% for

1H20 (1H19: 35.42%).
Total revenue increased by 6.6% from the end of FY2019 and

8.4% since 1H2019.
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FIGURE 1: Since 1 October 2020 Coronation’s Asset Under Management had declined by 11%. For the same period, the JSE All Share

Index was down by 22.9%.
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Disclaimer:

This publication has been issued by PSG Wealth Old Oak and does not represent the official PSG Wealth view. It is confidential and issued for the information of clients only. It shall not be reproduced in

whole or in part without our permission. Any unauthorized use, duplication, redistribution or disclosure is prohibited by law. This publication is not to be construed as providing investment services in any

jurisdiction where the provision of such services is not permitted. It is provided for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security, and we

have no responsibility whatsoever arising here from or in consequence hereof. The user assumes the entire risk of any use made of this publication. Any decision to purchase securities mentioned in this

publication must take into account existing public information on such security or any registered prospectus. The information contained herein has been obtained from sources which and persons whom we

believe to be reliable but is not guaranteed for accuracy, completeness or otherwise. Opinions and estimates constitute our judgement as of the date of this material and are subject to change without notice.

This publication does not attempt to identify the nature of the specific market or other risks associated with an investment. Leveraged /Geared positions in securities have the ability to accentuate the

profit/loss made on investments. Geared /Leveraged positions are not recommended based on the information contained in this publication. Securities, financial instruments or strategies mentioned herein

may not be suitable for all investors and investors must make their own investment decisions using their own independent advisers as they believe necessary and based upon their specific financial situations

and investment objectives. Certain investments/recommendations may have tax implications for private customers. Investors should seek advice from a tax advisor before acting on information contained in

this publication. The securities described herein are subject to fluctuation in price and/or value and investors may get back less than originally invested. Past performance is not indicative of future results.

The employees responsible for the production of this report may from time to time own securities mentioned herein.

Analyst Certification:

The research analyst who prepared this report certifies that the view expressed herein accurately reflect the research analyst’s personal views about the subject security and issuer and that no part of his 

compensation was, is or will be directly or indirectly related to specific recommendations or views contained in this report.
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Coronation's 52-week high/low is R47.92/R24.36 respectively, currently trading at R40.55 per share. The company's year to date performance

is +1.5%. Coronation has been trading in a bullish trend since it reached the 52-week low on the 23rd of March. The 200-day moving average

at R39.59 will now act as a key support level. The 61.8% Fibonacci level at R44.27 could act as a short term resistance level.


