
Portfolio facts  

Type Preference Shares 

Comparable industry 

category 

Income Funds, Dividend Income Funds 

Portfolio managers Craig Pheiffer 

Lance Gordon 

Warren Saevitzon 

Vaughn Webber 

Shan Soobyah 

Jan Kriel 

Shaun Jardine 

Qualifications FSB-approved Portfolio Managers 

Asset management  Absa Stockbrokers & Portfolio Management 

Mandate Discretionary Private Client 

Contact Laurna Edwards (011) 243 4481 

Nirashnee Naidoo (011) 243 4482 

Portfolio fees 

Management & Advice 0.60% p.a. (excl. VAT)  

Minimum fee  R1 250 p.a. (excl. VAT) 

Upfront fee Negotiable 

Trading fee 0.40% flat brokerage per equity transaction 

The yield to our clients in the first year of investment into the portfolio will be 
impacted by the initial purchase transaction costs. 

Portfolio details  

Minimum investment R  250 000  

Income Reinvested or paid out at the client’s   
discretion 

Performance  
Preference shares (“prefs”) listed on the FTSE/JSE are not expected to provide 
long term rising price performance as with general equities. Pref share prices 
fluctuate on periodic dividend content, supply and demand imbalances and 
changes in interest rates.   
 

Dividends 
Pref shares provide an equity dividend calculated as a fixed percentage of the 
official Prime Lending Rate based on the share’s deemed face value. A divi-
dend yield of 6% received on a pref share is equivalent to a fully taxable money  
market yield of 10% at a marginal tax rate of 40%.  
 

Dividend changes 
The level of income received on preference shares changes proportionately 
with changes in Prime i.e. if Prime is increased by 1%, the yield on a pref share 
paying 70% of Prime will rise by 0.7%. Income rises if the Prime rate is raised, 
and declines if it is cut. Dividends are paid half-yearly, as declared and paid by 
the issuing banks.  
 

Investment objective 
To invest in FTSE/JSE-listed preference shares with the purpose of achieving a 
favourable dividend yield with moderate risk. Funds are available on short  
notice (subject to normal market settlement periods).  
 

Taxation 
The tax-exempt status of dividend income changed on 1 April 2012 when STC 
was replaced with a 15% tax on dividends. As expected most issuers increased 
their distributions to compensate investors – albeit in many cases only by some 
10-11.1% and not the full 15% of the dividend tax. The overall effect of the 
change on our Preference Share Portfolio is therefore minimal – approximately 
a 0.3% reduction in the Portfolio yield. Dividend tax is deducted directly at the 
scrip custodian level. Some entities are exempt. E.g. SA resident companies 
and public benefit organisations. In this case a Declaration is required. 

Asset Allocation 

Absa Stockbrokers and Portfolio Management (Pty) Limited is a Member of the JSE Equity Market, Registered Credit Provider Reg. No. NCRCP68, and an Authorised Financial Services Provider with 
FSP No 45849. 

The SPM Preference Share Portfolio is a private client portfolio of direct 
investments and not a collective investment scheme.  

Preference Share Portfolio 
As at 31 October 2017 

Source: Internal index 

Historical performance to 31 October 2017 (%) 

  One year 
Three years 
(cmpd p.a.) 

Five Years 
(cmpd p.a.) 

Preference Portfolio  
(Total Return) 

0.48% 4.62% 2.81% 

SA Pref Share Index  
(incl yield)          

1.43% 6.30% 3.97% 
Source: PortCIS / Bloomberg 

94.3%

5.7%

Preference shares Cash

The Effective Annual Cost (EAC) is a measure which has been introduced to allow you to 
compare the cost you incur when you invest in different financial products. It is expressed 
as a percentage of your investment amount. The EAC is made up of four charges, which 
are added together, as shown in the table below. Some of the charges may vary, depend-
ing on your investment period. The EAC calculation assumes that an investor terminates 
his or her investment in the financial product at the end of the relevant periods shown in the 
table. The EAC below assumes a 0% initial advice fee by a financial adviser. 

Charges  1 Year 3 Years 5 Years 10 Years 

Investment Management 1.44% 0.94% 0.84% 0.77% 

Advice 0.57% 0.57% 0.57% 0.57% 

Other 0.46% 0.46% 0.46% 0.46% 

Effective Annual Cost 2.47% 1.97% 1.87% 1.80% 

Stockbrokers and Portfolio Management 

Risk profile and advisable minimum term 



Disclaimer and FAIS Notice 

This document together with any associated verbal presentation are provided on the express understanding that the information 
contained therein would be regarded and treated as proprietary to Absa Stockbrokers and Portfolio Management.  This document 
and associated presentation shall not be reproduced or used, in whole or in part, for any purpose other than for the consideration of 
the information set out therein, without the prior written consent of Absa Stockbrokers and Portfolio Management.  
 
 This document and any associated verbal presentation have been prepared solely for information purposes by Absa Stockbrokers 
and Portfolio Management and accordingly do not constitute an offer, a solicitation of an offer, invitation to acquire any security or to 
enter into any agreement, or any advice or recommendation to conclude any transaction (whether on the indicative terms or other-
wise) and must not be deemed as such.  
 Any information, illustrative prices, disclosure materials or analyses provided to you have been prepared on assumptions and pa-
rameters that reflect good faith determinations by Absa Stockbrokers and Portfolio Management and do not constitute advice by 
Absa Stockbrokers and Portfolio Management and it should not be relied upon as such.  The information, assumptions and parame-
ters used are not the only ones that might reasonably have been selected and therefore no guarantee is given as to the accuracy, 
completeness, or reasonableness of any such information, quotations, disclosure or analyses.  The past performance of any securi-
ties or other products is not an indication of future performance.  No representation or warranty is made that any indicative perfor-
mance or return indicated will be achieved in the future.   
 
 This document together with any associated verbal presentation is not an official confirmation of terms, does not represent an ex-
press or implied offer, nor does it create any liability or obligation on Absa Stockbrokers and Portfolio Management.  Any rates, levels 
and prices quoted herein or verbally presented are indicative only and although reflective of market conditions prevailing at the rele-
vant time do not constitute an offer to transact at such levels and are supplied for illustrative purposes only.  Any transaction or 
agreement to perform certain services that may be concluded pursuant to this document and/or any associated verbal presentation 
shall be in terms of and confirmed by the signing of appropriate documentation, on terms to be agreed between the relevant par-
ties.  The information in the document and any verbal presentation accompanying it are also subject to change without notice. Absa 
Stockbrokers and Portfolio Management, or an associated company, may have effected or may effect transactions for its own ac-
count in any investment outlined in this document or any associated verbal presentation or any investment related to such an invest-
ment.  Prospective investors should obtain independent advice in respect of any product detailed in this document and/or associated 
verbal presentation, as Absa Stockbrokers and Portfolio Management provides no opinion or advice including investment, tax or 
legal advice and makes no representation or warranty about the suitability of a product for a particular client or circumstance.  Trans-
actions described in this document and any associated verbal presentation may give rise to substantial risk and are not suitable for 
all investors. Absa Stockbrokers and Portfolio Management will only provide investment advice if specifically agreed to by Absa 
Stockbrokers and Portfolio Management in appropriate documentation, signed by Absa Stockbrokers and Portfolio Manage-
ment.  This information is to be used at your own risk, and Absa Stockbrokers and Portfolio Management makes no representation 
with regards to the correctness of the information herein.  By accepting this document, you agree to be bound by the foregoing terms 
and limitations.   
 
The value of your investments can fall as well as rise and you may get back less than you initially invested. Investing is not for every-
one. If you are unsure please seek independent financial advice. 
Past performance of any securities or other products is not an indication of future performance. 
 
Absa Stockbrokers and Portfolio Management Pty Limited is a Member of the JSE Equity Market, Registered Credit Provider Reg. 
No. NCRCP68, and an Authorised Financial Services Provider with FSP No 45849. 
Absa Stockbrokers and Portfolio Management is a wholly owned subsidiary of Barclays Africa Group Ltd and complies with Absa's 
privacy and security policies. However, business is conducted directly with Absa Stockbrokers and Portfolio Management (Pty) Ltd. 

 


