
 

 

Equity Fund: The Fund offers sustainable risk adjusted returns over the medium term to long term by investing 

in Lusaka Securities (LuSE) listed equities. It’s a medium to long term investment platform and allows investors to 

benefit from both share price gains and regular dividends payouts. Investment Philosophy: We use a bottom up 

stock picking approach driven by strong conviction ideas and attractive relative valuations done on a regular basis. 

Equity Fund Income Statement (ZMW)       2020 FY   2019 FY           VAR 
 2020 FY  2019 FY  VAR  

Operating Revenue     

   Net Capital Gains/(loses) (944,337) (1,279,303) 26% 

   Revenue 126,694 816,619 -84% 

Gross Operating Revenue (817,643) (462,684) -76% 

   Expenses (254,893) (397,009) 36% 

Net Revenue Before Taxation (1,072,536) (859,693) -25% 

Total return/deficit (1,072,536) (859,693) -25% 

Change in unit holders’ funds from investment activities (1,072,536) (859,693) -25% 
    

Equity Fund Statement of Financial Position (ZMW) 

Assets    

   Bank and cash balances 21,736 14,341 52% 

   Equity investments 5,387,212 4,348,770 24% 

   Accounts receivable 87,678 87,678 0% 

   Held to maturity investments 68,782 1,211,588 -100% 

   Interfund account receivables - 21,271 -100 

Total Assets 5,565,408 5,683,649 -2% 
    

Unit Holders Funds and Liabilities    

   Unit Holders’ Investments 4,351,238 5,334,576 -18% 

Liabilities    

   Accounts payables 26,368 42,921 -39% 

   Discount reserves 23,231 - +100 

   Interfund account payable 1,164,572 306,152 280% 

Total unit holders’ funds and liabilities 5,565,408 5,683,649 -2% 
    

Equity Fund Statement of change in unit holders’ funds (ZMW) 

Opening net assets 5,334,576 7,523,516 -29% 

   Amounts receivable on issue of units 2,682,161 176,848 1417% 

   Amounts payable on redemption of units (2,592,974) (1,506,094) -72% 

   Profit for the year (1,072,525) (859,693) -25% 

   FOREX Gains - - - 

Closing net assets 4,351,238 5,334,576 -18% 
  



 

2020 was a challenging and volatile macroeconomic environment, characterized by the COVID-19 pandemic. According to the 
World Health Organization (WHO) the year had reported over 75m confirmed cases and over 1m deaths worldwide. Governments 
across the globe instituted partial lockdowns as a way of containing the pandemic, disrupting aggregate supply and demand 
chains. As a result, domestic economic outlook for 2020 was pegged at -4.5% (lowest since 1998) while globally the forecasted 
growth was under 1%. By close of the year markets started receiving news of a possible virus vaccine. Similarly, most economies 
had started showing signs of economic recovery. However, rather than expecting a V-Shaped economic turnaround we anticipate 
recovery will remain gradual and U-Shaped over the medium term. 

 

Total Funds under management for 2020 closed at K5.6m representing a marginal decline of 2%. The drop is mostly attributed 
to customers reclassifying their investments from Equity to Balance Fund coupled with increased stock over the period. Total 
fund closed negative for the year owing to market performance. 
 
 

 

 
Over the past 12 months our investment strategy was on growing total Funds under Management within a controlled 
environment. We sought to remain true to our overarching philosophy of value investing by tapping into strong fundamentals 
of asset and investment choices, in order to preserve capital. As such we had to navigate market uncertainties and create a 
unique mix of asset allocation that allowed us to deliver optimal results across risk, returns and liquidity. 
 
Our investment philosophy for the Equity Fund remains one of growth. As such we continue to use a bottom up stock picking 
approach driven by strong conviction ideas and attractive relative valuations done on a regular basis 
 
On a macroeconomic level, growth remained subdued with Zambia’s forecasted GDP growth of -4.5%. Globally, countries battled 
with varying degrees of success to contain the Covid pandemic and keeping the lights on for their economies. Most central 
banks stepped in, to provide stimulus packages as a way of supporting their economies. 
 

Local Equities Market: The year took off with the ZAFICO Initial Public Offering (IPO), breaking a dry spell of listing on the 
local bourse. However, total equities markets remained negative with the LuSE all share index closing negative (-8.6%) for the 
second year running. Current high fixed income market returns coupled with inflationary risks wedged negative effects on capital 
flow to the market. Further, market illiquidity presented challenges for portfolio managers to wash away any risks on their 
portfolios. Foreign portfolio investors were similarly impacted by a deteriorating kwacha which adversely impacted their equity 
valuations. 

 

Outlook: Outlook over 2021 is that the economies will continue to recover albeit gradually. A vaccine will be a game changer 
going forward as the risks of the pandemic continue to ravage most economies. We similarly believe that a vaccine sooner than 
later may be the “magic bullet” in 2021. However, we continue to exercise caution as this may not guarantee a precondition for 
economic output to surpass pre-pandemic levels in certain sectors and regions. 

 

Over the short to medium term, local fiscal management will remain a challenge in view of current growth forecast being below 
policy targets as outlined in the current national development plans. Additionally, fiscal stimulus packages will be necessitated 
and may bear negatively on the capacity for domestic debt and could trigger sustained high cost of capital on the market. 
Globally, we expect bond markets to start looking up as economies recover. The global equity markets will similarly continue to 
outperform at least over the short to medium term, with so much weight towards artificial intelligence, healthcare and 
sustainability.  
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