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MESSAGE FROM THE CHIEF INVESTMENT OFFICER 

 

“The Everything Bubble” …. I’ve heard this phrase being used by 

one of the prominent brokers in the world. There is also a book with 

the same title authored by Graham Summers. From the long only 

traditional investor this rings true, especially where they either hold 

equities only or bonds only or a balanced portfolio of the two. Many 

investors can be forgiven for thinking that markets are overvalued.   

The US equity markets are trading on a Cyclically Adjusted Price 

Earnings Ratio of 34.4 times (long term median – 15.8 times). In a 

150-year dataset this only happened twice before in the past, i.e. 

before the Great Depression of the 1930s and before the Dotcom 

bust of 2000. 

Global bond markets that are negative yielding surpassed 

US$18trn in 2020, from being zero before 2015. This represents 

roughly 25.0% of global GDP (figure 1). 

 

 

 

 

 

 

 

 

Figure 1 

Source: Bloomberg/Arysteq 

In addition to that we are inundated with individual stories of 

overpriced instruments and market volatility. Below, I want to point 

to 3 such stories.  

Tesla listed in 2010 at $17.00 and in 2020 after rallying above 

$35.00 it abruptly dropped by more than 57.0% in a month. Later 

in 2020 it had a stock split of 5 for 1. At time of writing this article it 

is trading above $800.00 equating to a CAGR of 70.0% since 

listing. Of the 19,900.0% rally since listing more than 700.0% was 

in 2020 when the stock rallied from under $100.00 to where it is 

now. 

The company’s share price currently trades on a lofty PE ratio of 

1,200 times (forward 212.7 times). Besides the euphoric valuation, 

investors continue to misunderstand the business model. Is it a ride 

hailing company similar to Uber and Lyft? Are driverless vehicles 

real and one of its motives? Or is its ultimate mission in battery 

storage and to become a dominant player in this space? It is really 

hard for us to make any sort of conclusion at this point in time. What 

is true though is that Tesla’s automobile sales were 86.0% of total 

revenue for 2020, which suggests it is better to compare it to other 

traditional automobile manufacturers for now. In our Market 

Overview column Antoine compares Tesla to other manufacturers 

and illustrates that the stock is extremely overvalued and that 

perhaps the market is also underestimating the ability of traditional 

manufacturers to take market share in the electric vehicle market. 

Another story of overpriced instruments is cryptocurrencies and 

more specifically Bitcoin, the instrument that no one seems to 
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understand, but everyone seems to want to be part of. Now I’ll be 

the first to admit that I don’t understand it. I know that it isn’t an 

equity or a bond and it also not a commodity. The area in which the 

uncertainty arises is whether it’s a store of wealth or whether it is a 

currency. I don’t think that cryptocurrencies have existed for long 

enough to assess its ability to hold its value. There is, for example 

enough research out on gold and silver covering a 5000-year 

period that concludes that the store of value theory holds up. 

Unfortunately cryptocurrencies are only in existence for slightly 

more than 10 years. I’m left with trying to categorise it as a 

currency. The challenge is that in contrast to other currencies 

cryptos do not have a yield. The counter argument is that many 

currencies now have negative yields. 

The reality is that the crypto category carries too much risk for us 

to even begin to spend time on it. In our view the following are the 

main risks that currently apply: 

• Regulatory risk – The argument goes that since there is 

no regulation and given that it isn’t backed by anything, 

that Bitcoin is free money unconstrained from the 

shenanigans of authorities. The question is what happens 

if that changes? What happens if a Central Bank declares 

that a certain cryptocurrency is a legal tender and will be 

regulated going forward? While this does sound crazy, it 

has happened on numerous occasions in the past with 

other currencies. We will not remember it because we are 

too young, but if you go back 100 years and even earlier 

then you will find in history books where governments 

have changed the monetary rules to fit its purposes. We 

therefore maintain that regulatory risk will always be there. 

 

• Cyber security risk – How many accounts have been 

hacked? How many crypto account passwords have been 

lost with the coins lost into the ether? If something 

happens in a bank or broker account, there is always a 

call center you can make contact with to retrieve a 

forgotten password or enquire on a transaction you don’t 

recognize. For now, there is no such option in owning 

Bitcoin. You lost your password, you lost the coins. Good 

luck trying to find a call centre number to dial! 

 

• The limited supply argument – The understanding that 

we have is that there will only ever be a maximum of 21 

million bitcoins in circulation. Great! Economics 101 says 

that finite supply coupled with infinite demand is a recipe 

for strong price appreciation. According to media reports 

there are now approximately 18 million coins already 

mined. So very soon the effect of limited supply should 

start impacting on upward momentum in the price. But 

wait…. let’s take one step back. According to 

investing.com there are currently 1658 cryptocurrencies 

in existence, all of which have different terms and 

conditions. And more cryptos are established 

continuously. To me that seems more like unlimited 

supply, which completely eliminates the fundamental 

arguments for it! 

 

The third story I’d like to point to is the recent events surrounding 

Gamestop. An old school brick and mortar company that sells video 

games, has been heavily shorted over the years by Hedge Funds. 

In January 2021 a group of retail investors seem to have “cornered” 

this stock, by convincing each other to take on the institutions. The 

stock rallied as much 1725.0% and has since pulled back. This has 

caused retail investors to believe that they can take on any investor 

head on and target any listed instrument. They think they can now 

do the same with Silver. I would caution these investors and refer 

them to “The Intelligent Investor” a book authored by Warren 

Buffett’s mentor, Ben Graham, in 1949. In this book Ben goes in 

detail and introduces us to Mr. Market, “the manic-depressive 

business owner that vacillates between fear and greed.” Many 

institutional investors that are short the stock have had to answer 

margin calls in order to avoid bankruptcy. It has since dropped 

81.4% from its high. Only time will tell who will win the battle 

between the retail and the institutional investor, but longer term my 

money is on the institutions! 

The quote from Sir. Isaac Newton referring to the bubble forming in 

the South Sea Company in the 1720s is very appropriate when 

observing market conditions lately. He allegedly said that he “could 

calculate the motions of heavenly bodies, but not the madness of 

people”.  

I’m sure I can discuss more examples, but I’ll stop here and return 

to the point I’m trying to make. Bitcoin bubble! Tesla bubble! US 

Tech bubble! (CAPE ratio of 34.4 times), fixed income bubble! How 

is it possible to find any value under these “Everything Bubble” 

market conditions especially when we cannot calculate the 

madness of people? 

Last year we wrote endlessly about the way that we think about 

investing and more specifically introduced readers to our 

investment philosophy, which can also be located on our website 

(www.arysteq.com.na) under the publications page. In it we 

discuss our four pillars, being Quality, Liquidity, the Long Term and 

Margin of Safety. These pillars have stood us in good stead over 

the years and we will continue to follow them painstakingly. While 
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we are cognizant of expensive sections of the overall market and 

the so called “story stocks”, we have been able to find value 

nonetheless. Globally we are overweight Great Britain, Japan and 

Hong Kong, while we are underweight the USA. On a sectoral basis 

we are overweight financial services, communication services and 

healthcare and underweight information technology. Our Market 

Overview illustrates this point. 

In this newsletter we also feature Naspers and its mammoth group 

of companies. In the context of South Africa its unthinkable not to 

hold it in your portfolios, but Dean provides us with a balanced view 

of the company and points out that while there are headwinds there 

is also value that can be unlocked over our investment time 

horizon. 

The final point I would like to make is to remind investors of the 

launch of our global equity fund, named, the Arysteq Global 

Opportunities Fund. The fund’s investable universe is developed 

market equities and it follows the exact same investment style that 

we apply to all funds. We expect to have this fund converted into a 

unit trust portfolio once regulatory approval has been obtained at 

which point we will market it throughout the retail market. 

I wish all our clients and other stakeholders a Happier new year 

than 2020! 

Purvance Heuer  

Managing Director and Chairperson of the Investment 

Committee 
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MARKET OVERVIEW 

 

Let's all bid a pleasant farewell to 2020. The fourth quarter 

presented us with some hope. Both MSCI World and JSE All Share 

(“JALSH”) Indices have been rallying since the end of October 

2020. Figure 1 below illustrates this point. The MSCI World returns 

is measured in USD terms, the USDZAR averaged R16.35 for 

2020, reaching a high of R19.09 on 23 April 2020. The challenges 

faced in 2020 caused by COVID have certainly not come through 

in the market. It was a good way to end off the difficult year we all 

had. 

Figure 1 

 

Source: Bloomberg/Arysteq 

Both the MSCI World Index and the JALSH have surpassed pre-

COVID levels in the last quarter of 2020. The JALSH went to all-

time highs on the 17th of December 2020 surpassing the 60k levels. 

It maintained those levels and managed to end the year on 59,408 

index points. This equates to a 4.1% capital appreciation for the 

year. Including dividends the return on the JALSH was 7.1%. 

The rate cuts imposed by the Bank of Namibia since March last 

year from 6.25% to 3.75% resulted in a steepening of the yield 

curve in the Namibian bond market. Simonis Storm’s NGBTRI 

which is a proxy for the Namibian bond market has returned -12.0% 

for the year.  

Figure 2 

Source: Simonis Storm Securities Bond Index 

The MSCI World Index rally also started at the end of October, 

where it rallied from 2,292 index points on 30 October 2020 and 

ended at 2,690 index points at the end of December. For the year 

the MSCI World Index managed to gain 16.1%. Financials is the 

only sector on the MSCI World Index that was in the red losing 

2.1% for the year. The biggest gainer was the Information 

Technology sector which was up 44.3%. The change in behaviour 

due to COVID, to a more work from home drive require increased 

use of data, at-home entertainment and general use of information 

technology were the main driving forces behind this. See Figure 3 

below for the sectoral performance.  
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Figure 3 

 

Source: Bloomberg/Arysteq 

However, the JSE sector performance for the year displayed a 

different picture. Only 3 sectors were up for the year, with gold 

miners up 36.5% followed by Mining and Industrials up 29.6% and 

12.1%, respectively. The Industrials sector is dominated by global 

companies (ZAR hedges) like BATS, Anheuser Busch, Richemont, 

Naspers and Prosus. They were the least affected by the negative 

impacts on South Africa. COVID had a more negative effect on the 

economy in South Africa with stricter lockdown conditions coupled 

with the strain on the health system as well as overall government 

services. Property and financial services were the biggest 

laggards. See Figure 4 below. 

Figure 4 

 

Source: Bloomberg/Arysteq 

The top 5 and bottom 5 on the JSE are shown in Figure 5 below. 

Figure 5 

 

Source: Bloomberg/Arysteq 

If we look at the Globally, our view is that US markets are 

overvalued on a relative PE basis. European, Japanese and the 

UK markets have shown to be cheaper vs its long term average 

PE.  Figure 6 below illustrates this point is a good indication of 

where we have been hunting for value globally. 

Figure 6 

 

Source: Bloomberg/Arysteq  

As seen above, the majority of the markets are trading below their 

long term average PE which reiterates how cheap certain markets 

are at the moment. The only geographical area that is trading 

above the long-term average are the Americas and the Euro Stoxx 

600.  
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Figure 7 

Source: Bloomberg/Arysteq  

Figure 7 shows the best and worst performers on the Bloomberg 

World Index for 2020. 

Banks took a hard knock in 2020 with a slowing outlook. The sector 

now trades as the cheapest sector globally with an average P/B 

ratio of 0.8x. All the banks listed below are trading below their own 

long term average(See Figure 8). The general consensus for the 

banks is to reach 2019 earnings levels in 2022. This poses an 

opportunity considering how cheap the sector is at the moment.  

In our portfolio our offshore allocation has the highest exposure to 

the financial sector followed by healthcare. We have taken the 

majority of our exposure in the US followed shortly by the UK and 

then China. We have the least exposure to Information Technology 

and communication services. 

 

 

 

 

 

 

 

 

 

Figure 8 

 

Source: Bloomberg/Arysteq  

Figure 9 

 

Source: Bloomberg/Arysteq  

As seen in figure 9 we can see how expensive Telsa is against 

Volkswagen and BMW, the latter two have both been operating for 

more than 80 years and are very well known in the industry. Tesla 

has only been operating in the market for 17 years and has a 

forward PE of 212.6x. Obviously investors are pricing in some Blue 

sky that we don’t see at the moment! 

We at Arysteq wish you a prosperous new year ahead. May the 

odds be with you!  

Antoine Agenbach  

Business Development Officer 
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NASPERS – THE BEHEMOTH OF THE JSE 

 

In 1915 Naspers was founded in Stellenbosch as a Dutch written 

newspaper. The next century saw the launch of the much-loved 

Mnet in 1985 (I’m pretty sure the only thing on TV back then was 

Egoli), Mweb in 1997 and their listing on the JSE in 1994. The 

2000’s brought about Tencent and the start of its growth into a 

global internet and entertainment group. Today, the business 

valuation is basically dominated by Tencent which accounts for 

75% of the group’s total economic interest from continuing 

operations. The other divisions are made up by Classifieds, 

Payments and Fintech, Food Delivery, Etail, Travel and Mail.ru. 

When looking at the main contributors to revenue for 2020, the key 

business lines are made up of Classifieds, Food Delivery and 

Gaming (to be clear, Gaming = Tencent!).  

Chart 1 

 

Source: Naspers website/Arysteq 

Naspers (chart 1) companies operate and invest in countries and 

markets across the world with long-term growth potential. It is listed 

on the JSE Securities Exchange (JSE: NPN), has an American 

Depository Receipt listing on the London Stock Exchange (LSE: 

NPSN) and has a sizeable investment in Prosus (AEX: PRX and 

JSE: PRX). Prosus is a global consumer internet group and one of 

the largest technology investors in the world. It is a strategic 

investor and operator focusing on long-term value creation by 

building leading technology companies that improve people’s daily 

lives in high-growth markets. On 25 March 2019, Naspers 

announced its intention to list its international internet assets on 

Euronext Amsterdam with a secondary, inward listing on the JSE. 

Prosus then came to life and was listed on 11 September 2019 and 

further moved on to enter the Stoxx50 Index during September 

2020, a year after its listing. Subsequent to its Initial Public Offering 

(IPO), Prosus is majority owned by Naspers (2020: 72.6%) and is 

the largest consumer internet company in Europe by asset value. 

The main aim of the Euronext listing being to have access to the 

broader developed market with the hope that the discount can be 

narrowed. 

The rest of the group is made up of Media24 and Takealot. 

Media24 is Africa's leading media group, with a sizeable presence 

in digital and traditional publishing and publications, distribution 

and financial data. Being home to the well-known Huisgenoot, YOU 

and Landbouweekblad magazines and newspapers including the 

Rapport and Die Burger – I am sure most of these are household 

names amongst many reading this article. Building on its heritage, 

Media24 is firmly focused on the future, establishing a rapidly 

evolving portfolio of digital media and e-commerce businesses. 

Takealot on the other hand, is South Africa's largest e-commerce 

retailer. With a mission to be the most customer-centric online 

shopping destination in Africa, Takealot has grown rapidly since its 

launch in 2011. Takealot joined the Naspers group in 2015. 
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Classifieds: 

Chart 2 

 

 

 

 

 

 

Source: Naspers Website/Arysteq 

Naspers has one of the fastest-growing classifieds (chart 2) 

businesses globally, with accelerating revenue growth of 48.5% in 

2020. It generated trading profits of US$44m, driven by strong 

revenue growth in listings and margin improvement. While this may 

not seem significant, the importance of this is the fact that 

classifieds is the only business line making a profit other than 

Social & Internet Platforms and Media.  

Table 1 

SEGMENT 
VALUE OF LISTED 
INDUSTRY (US$’M) 

MARKET 
SHARE (%) 

Classifieds 107,415.0* 1.2 

* Includes Ebay, Schibsted, Alibaba, Amazon and Naspers 

Source: Annual Reports/Arysteq 

Food Delivery: 

Chart 3 

Source: Naspers Website/Arysteq 

On the other hand, what started off as a simple market-place food 

delivery (chart 3) model, has evolved into a sophisticated own-

delivery model which has offered the business an increased size of 

market and corresponding opportunity. Naspers has managed to 

invest heavily in product and technology innovation, including 

logistics, convenience and grocery delivery, cloud kitchens and 

private brands. In 2020, this segment grew rapidly, now being one 

of the fastest-growing platforms globally producing cumulative 

annualised gross merchandise value growth of 76.0% year on year. 

Segment revenue on the other hand increased by 99.0% in 2020, 

with strong contributions from the entire portfolio. With that being 

said, trading losses continued to grow to US$624m from US$171m 

in 2020, reflecting continued investments in growth by the 

respective businesses.  

Table 2 

SEGMENT VALUE OF LISTED 
INDUSTRY (US$’M) 

MARKET 
SHARE (%) 

Food Delivery 24,876.6* 11.0 

*Includes Meituan Waimai, DoorDash, Just Eat, GrubHub, Papa John’s and Delivery Hero 

Source: Annual Reports/Arysteq 

Travel: 

Chart 4 

 
Source: Naspers Website/Arysteq 

The travel (chart 4) division had significant changes during the 

year with Naspers exchanging their 43.0% interest in MakeMyTrip, 

their equity-accounted online travel investment in India, for a 5.6% 

interest in Trip.com Group Limited (formerly Ctrip.com International 

Limited). Ctrip is the largest online travel agency in China and offers 

accommodation reservation, transportation ticketing, packaged 

tours, and corporate travel services. Seeing that Naspers only 

holds a 5.6% shareholding in Ctrip, the segmental reporting for the 

travel division will be discontinued from 2021. 

Table 3 

SEGMENT VALUE OF LISTED 
INDUSTRY (US$’M) 

MARKET 
SHARE (%) 

Travel 33,857.0* 15.3 

*Includes Expedia, Booking.com, TripAdvisor and Ctrip 

Source: Annual Reports/Arysteq 
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Social and Internet Platforms: 

Chart 5 

 

 

Source: Naspers Website/Arysteq 

Under Social and Internet Platforms (chart 5), Naspers has 

investments in Tencent and Mail.ru. Tencent generates revenue 

from Gaming, Value-Added Services, Social Networks, Fintech & 

Business Services and Online Advertising. In 2020, Tencent 

continued to lead in China with 9 of their games making the top 20 

mobile apps. While in-game monetization license approvals were 

delayed, China’s online games market recovered following the 

resumption of approvals during December 2018. This was 

obviously very positive for the stock as they could finally start 

monetizing their capital investment leading up to the launch of 

these games. In addition to gaming, Tencent also operates the 

largest mobile payment platform in China by daily average users 

and transaction volumes. Despite the challenging economic 

environment, they managed to achieve robust advertising revenue 

growth and their video subscriptions exceeded 100 million during 

2020. With everyone being at home during the peak of the 

pandemic, tech companies have been handsomely rewarded with 

users hungry for homebound entertainment. Another key business 

line of Tencent includes the WhatsApp (owned by Facebook) rival, 

WeChat. With over 1 Billion users in 2020, WeChat has managed 

to monetize their investment which Facebook has not been able to 

do to date. Contributing an undisclosed amount to the US$13.6m 

social network segment revenue of Tencent for the year ended 31 

December 2019, WeChat continues to grow into a significant social 

media app across the globe.  

Table 4 

SEGMENT VALUE OF LISTED 
INDUSTRY (US$’M) 

MARKET 
SHARE (%) 

Social Media 88,232.5* 14.0 

Online Advertising 242,976.6** 4.1 

Video Streaming 25,451.0*** 4.3 

Gaming 31,692.6**** 52.5 

*Includes Facebook, Twitter, Snap and Tencent **Includes Facebook, Google, Mail.ru and 

Tencent ***Includes Netflix, iQIYI and Tencent ****Includes NetEase, Activison Blizzard and 

Tencent 

Source: Annual Reports/Arysteq 

 

Chart 6 

 

Source: Naspers Website/Arysteq 

Their Russian associate, Mail.ru, is quite a significant player in 

advertising and gaming. The company was founded by Yuri Milner 

and is the largest Internet company in the Russian-speaking world. 

It is one of the largest Internet companies in Russia, and the world's 

seventh largest Internet business in terms of page views.  

Table 5 

SEGMENT VALUE OF LISTED 
INDUSTRY (US$’M) 

MARKET 
SHARE (%) 

Online Advertising 242,976.6* 0.2 

*Includes Facebook, Google, Mail.ru and Tencent 

Source: Annual Reports/Arysteq 

While these are all quality businesses with strong business models, 

the problem with most technology companies is the level of capex 

spend required to maintain and grow their market position. The 

positive in all this is that barriers to entry are quite high with 

continuous development and significant IT costs which can rack up 

quite a hefty bill. Another key attribute is in relation to economies 

of scale. The likes of Delivery Hero can only really become feasible 

once all systems are in place and the business reaches a 

significant level of market share to leverage off existing business 

lines. What this means is that the current level of spend and 

operating losses are a necessary part in the process to becoming 

a profitable business. The age old saying of spending money to 

make money rings very true! 

What does this mean for investors and return on investment? While 

most may argue that money in the bank is the best kind to have, 

Naspers is not well known for paying dividends and Bob van Dijk 

maintains that he is able to provide a much better return by 

reinvesting profits rather than rewarding investors with a healthy 

dividend yield. With an average dividend payout ratio of only 9.3% 

over the last 5 years, an average annualized Return on Equity of 

19.4% more than justifies the measly dividend yield of 0.4%. What 

makes this case even more compelling is the fact the 5-year 

annualized return of Naspers is 16.8% vs that of the JSE All Share 

Index at 6.5%. The problem in all of this is that investors are worried 
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about the growing discount to NAV and whether that value will ever 

be unlocked, but bear with me as we’ll cover more on that later in 

the article. 

Arysteq DNA: 

As most of you may know by now, our investment philosophy is 

centered around 4 key pillars being Quality, Margin of Safety, 

Liquidity and the Long Term. We define Quality as a business’s 

ability to generate predictable and proven earnings under favorable 

competitive conditions by applying prudent capital allocation 

measures. With a 5-year earnings CAGR of 14.4%, we are happy 

that Naspers has been able to consistently grow the earnings of 

the business even in times of turmoil as we have seen during the 

COVID-19 pandemic. Margin of Safety provides us with a buffer. 

While Naspers is currently trading on a Price to Earnings ratio of 

18.6x, the business has an overall Price Earnings over Growth 

(PEG) ratio of 1.3x. Compared to other growth stocks in the US, 

the likes of Amazon, Facebook and Google trade on PEG ratios of 

0.7x, 0.5x and 1.4x respectively. This does provide the comfort we 

need in relation to the level of growth the business has to offer.  

Figure 1 

Source: Bloomberg/Arysteq 

Contemplating the Discount: 

Using the market value of Tencent, Mail.ru, Delivery Hero and 

Ctrip, Naspers trades at a discount to NAV of 48.9% (see figure 1). 

Compared to other European holding companies, this is quite 

significant as the average discount to NAV is in the region of 20%. 

As mentioned earlier, this has been a concern for investors from 

the get-go and everyone’s focus has been directed to Figure 1 

above in the last few years. At the time of writing, Tencent 

represents 86% of Prosus’s underlying NAV. What this means is 

that you are technically getting exposure to most of the underlying 

investments free of charge. While this may sound like good news 

to some (cheapskates!), if this value is never unlocked, you won’t 

reap the benefits of this so-called deal of the century anytime soon. 

Shorter term catalysts that you can however look out for is the 

possibility of Naspers unbundling more of its Prosus holding over 

the next couple of months. While this will ultimately unlock value 

for shareholders, shareholders should consider the tax 

consequences of buybacks. 

Management Remuneration: 

Figure 2 

 

Source: Naspers Remuneration Report 2020 

Another topic of discussion that has continuously left my guests 

with half burnt steaks after the braai, is management incentives. In 

2020, Bob van Dijk (CEO) and Basil Sgourdos (CFO) earned a 

staggering US$25.1m in total remuneration (see figure 2). 

Converted to NAD at the time of writing, that adds up to N$378.9m. 

That accounts for 0.1% of the total consolidated economic interest 

from continuing operations! While their private bankers are most 

probably bringing them coffee in bed every morning, this does not 

bode well with investors who are patiently waiting to start seeing a 

tangible return on their own investments in the bank. The gist of it 

is however that the variable portion of their long-term incentive is 

linked to share options with the silver lining being that this ultimately 

aligns their own interests to that of shareholders. It should also be 

noted that short- and long-term incentives are derived from 

predetermined targets and only once these targets are met, do 

these incentives actually accrue to executives. All in all, what is 

quite clear from further analysis is that their base salaries are quite 

reasonable in relation to the size of the organization. 
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Dual Shareholding Structures: 

Chairman Koos Bekker and fellow board member Cobus Stofberg 

control 9.6% of the voting rights of Naspers through their holding of 

class A shares. The reason why investors are usually up in arms 

when it comes to dual class shares is the fact that these shares 

hold a higher voting right. When looking at Naspers, the listed N 

ordinary shares carry 1 vote per share whereas the non-listed A 

ordinary shares carry a voting right of 1000 votes per share. In 

terms of the Naspers memorandum of incorporation, both N and A 

ordinary shareholders are entitled to dividends. The dividends 

declared to A ordinary shareholders on the other hand, are equal 

to one-fifth of the dividends to which N ordinary shareholders are 

entitled. This would be fine for a company that does pay dividends, 

but in the case of Naspers, dividends are negligible.  

Similar to the above, Prosus has a protection structure 

implemented under its articles of association, whereby upon 

Naspers making, or being obliged to make, a filing with the Dutch 

Authority for the Financial Markets (AFM) that it ceases to be 

entitled to exercise at least 50.0% plus one vote out of the total 

number of voting rights that may be exercised at a general meeting 

of Prosus. The protection structure will then be activated and the 

A1 Ordinary Shares, carrying one vote per share, will automatically 

convert to A2 Ordinary Shares, carrying 1,000 votes per share. The 

majority of the A Ordinary Shares will be held by two companies, 

Naspers Beleggings (RF) Limited (Nasbel) and Keeromstraat 30 

Beleggings (RF) Limited (Keerom), that together also comprise the 

voting control structure of Naspers. Nasbel and Keerom will 

collectively hold 79.9% of the A Ordinary Shares, which, if the 

protection structure is activated, will carry approximately 54.6% of 

the total voting rights of the shares. What this means is that there 

is no way around the dual shareholding structure within the group. 

This is definitely a sensitive matter that will continue to get a big “X” 

at the AGM from our Investment Committee. 

 

 

 

 

 

 

 

 

 

Figure 3: 

Source: Annual Reports/Arysteq 

Table 6 

COMPANY  
1 YEAR EARNINGS 

GROWTH (%) 
1 YEAR TOTAL 

RETURN: 2020 (%) 

Naspers 12.7 32.0 

Prosus 17.9 33.0 

Amazon 96.2 76.3 

Facebook 44.2 33.1 

Google 22.2 30.9 

Source: Annual Reports/Arysteq 

The magnitude of the group is continuously changing as more 

business combinations are announced and this is what keeps the 

excitement intact for most investors. Technology is ever-changing 

and what Naspers has done particularly well is to keep up with the 

times. Those that believed in the story after the ’08 Global Financial 

Crisis have been handsomely rewarded and we do believe the 

business still has some serious tailwinds to look forward to. We are 

living in unprecedented times and traditional business models are 

no longer as effective as they used to be. Diversification remains 

an important part of any portfolio and Naspers provides just that 

with revenue contributions from classifieds, payments and fintech, 

food delivery, Etail, travel and social and internet platforms. In 

addition to this and even more importantly, is that the group’s 

revenue is geographically spread across the globe (see figure 3). 

We’ll continue to look out for management’s plans to reduce the 

discount to NAV and any future news around unbundlings and 

share buybacks. While we’re not expecting increased dividends 

anytime soon, I think most investors would like to start seeing more 

value being unlocked from their investments and the recent US$5b 

share buyback was definitely a step in the right direction. 
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Compared to its global peers, Naspers and Prosus continue to offer 

significant growth prospects for the future and we will continue to 

hold the positions for our clients. The fact of the matter remains, 

with Naspers and Prosus collectively accounting for 19.0% of the 

JSE All Share Index, it is almost impossible to ignore the behemoth 

on the JSE! 

Dean Isaaks 

Assistant Portfolio Manager 

                                  

Colleen Kalimba                                  

Trainee Research Analyst                       

 

Elly Shipena  

Trainee Research Analyst 
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ARYSTEQ BALANCED FUND  
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ARYSTEQ REAL RETURN FUND 
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FULLY DISCRETIONARY EQUITY COMPOSITE 
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CONTACT DETAILS 

 

Andrew Jansen 

e: aj@arysteq.com.na 

c: +264 81 124 8960 

Purvance Heuer: 

e: ph@arysteq.com.na 

c: +264 81 435 7598 

Dean Isaaks  

e: di@arysteq.com.na 

c: +264 81 474 4038 

Antoine Agenbach 

e: aa@arysteq.com.na 

c: +264 81 624 1611 
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