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Commodities as an asset class 

Commodity markets Asset class criteria 

Source: Standard Bank Research  

Criterion Commodities 

Homogeneity within asset class √ 

Mutually exclusive √ 

Diversifying √ 

Liquidity √ 

Non-zero positive returns √ 

• Commodity markets trade globally 

 Enhanced liquidity  

 Information priced in quickly 

• Commodity markets often not correlated to other 

asset classes 

 Diversification benefit in portfolio  

• Commodity markets are thought to offer protection 

against inflation 

 Not perfect, but superior to other asset 

classes 

• Several commodity classes close link to SA 

economy 

• Recognised in Pension Fund (Reg 28) and 

Collective Investment Schemes (BN80) as 

separate asset classes with own investment limits   

 

 

 

 

Contents 

Case for investing in 

commodities 
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Gold and PGM’s  

Main applications  

Gold 
• Multiple sources world wide - production and 

recycling. 

• Medium of monetary exchange – investors 

• Jewellery 

• Industrial demand – Stable 

Contents 

Case for investing in 

commodities 

Palladium  
• Main source Russia, South Africa, North America and 

Zimbabwe  

• Medium of monetary exchange – investors 

• Autocatalytic converter demand – auto makers - Petrol 

vehicle’s – Increasing  

• Jewellery demand – Decreasing  

• Industrial demand – Decreasing  

• Dental demand – Decreasing 

• Production deficit – 2007/8/9/10/12/13/14 

• Recycling increasing  Platinum  
• Main source South Africa, Russia, Zimbabwe and 

North America 

• Medium of monetary exchange – investors 

• Autocatalytic converter demand – auto makers - 

Diesel vehicle's – Reducing  

• Jewellery demand – Increasing  

• Industrial demand – Stable  

• Production deficit – 2013/4 

• Recycling increasing  

 

 



3 Pld closing on Gld and Plt over last 3 years, but be aware history     

Source: Standard Bank Research  



4 Gold, PGM and Top 40 over 5 years  

Source: Standard Bank Research  



5 Africa ETF General Specifications 

Fund Details AfricaPalladium ETF AfricaGold ETF AfricaPlatinum ETF 

ETF Issuer Africa ETF Issuer (Ltd) RF Africa ETF Issuer (Ltd) RF Africa ETF Issuer (Ltd) RF 

JSE share code ETFPLD ETFGLD ETFPLT 

ISIN ZAE000182531 ZAE000182523 ZAE000182556 

Management Fee (Ex VAT)  35 bps 30 bps 30 bps 

Initial denomination 1/100th of a troy ounce 1/100th of a troy ounce 1/100th of a troy ounce 

Manager  Standard Bank Standard Bank Standard Bank 

Currency  ZAR ZAR ZAR 

Benchmark Palladium Spot Gold Spot Platinum Spot 

Custodian  JP Morgan, London JP Morgan, London JP Morgan, London 

Asset  Allocated metal subject to LPPM rules for Good 

Delivery 

Allocated metal subject to LBBM rules for Good 

Delivery 

Allocated metal subject to LPPM rules for Good 

Delivery 

Asset weighting  100% Palladium 100% Gold 100% Platinum 

Listing Date  24/03/2014 07/04/2014 07/04/2014 

Net Asset Value  (18 Jun 2014) R 89.04 R136.52 R156.22 

Securities in Issue  (18 June 2014) 42 100 000 200 000 2 300 000 

Assets under management  (18 June 2014) ZAR 3 748 584 000 ZAR 27 171 374.26 ZAR 359 306 000 

Commodity Held  (18 June 2014) 420 619.965 1 998.747 22 984.690 

Asset Allocation Factor  (18 June 2014) 0.99904751 

  

0.99931506 

  

0.99931506 

  

REG 28 Eligible Yes Yes Yes 

BN 80 (CIS) Eligible  Yes Yes Yes 



ETF Price Mechanics 

 

 
• Liquidity is always driven by the underlying asset and not the ETF units. 

• ETF unit = vehicle to access the underlying asset in its stated denomination.  

 

• Each Africa ETF gives the investor exposure to a portion of an ounce of the commodity, this fraction is determined on 

issuance of the ETF and decays marginally through time as management fee is incurred (Asset allocation factor). 

 

• The ETF price = ((Commodity Spot Price x USD/ZAR) / Denomination) x Asset Allocation Factor.  

• Spot Gold = $1 295 

• USD/ZAR = 10.65 

• Denomination = 1/100 

• Asset Allocation Factor = 0.99931506 

 

• AfricaGold ETF = ZAR 137.92   (($1295*10.65)/100)*0.99931506 

 

 



ETF Asset Allocation Factor 

 

 
• NB – Asset allocation factor 

• Asset allocation factor –  how much underlying asset is linked to 1 ETF unit.  

• New ETF 1 to 1 ie 1 ETF = 100%. Depicted as 1 unit = 0.01 of an ounce of metal or 1 unit = 0.001 Top 40 index units and so 

on.  

• Asset allocation factor will reduce (decay) on a daily basis by the factor of the annual management fee proportionally charged 

for that day.  

 

• ETF management fee of 0.40% after 1 year asset allocation factor = 99.6%. (1 ETF = 0.00996 oz or 0.000996 Top 40 index 

units). 

  

• Compounding effect result in large asset allocation factor differentials between ETF’s = price differences.  

• 2 similar ETF’s launched on the same day, ETF A (0.40%) and ETF B (0.30%)  

 

 After 1 year ETF A = 99.6% and ETF B = 99.7%. ETF B 0.1% > ETF A 

 

 After year 2 ETF A = 99.202% and ETF B = 99.401%. ETF B 0.199% > ETF A 

 

• NB – same asset but different listing dates or a different management fee = different prices  

 

• The formula for calculating the ETF asset allocation factor is as follows: 

 

 Asset Allocation = 1/((1/(1-management fee))^((current day – listing date + 1)/365))   

 

 



8 Similar ETF – different price  
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ETF's Decay Over Time 

Issuer 1

Issuer 2

  Issuer 1 Issuer 2   

Underlying ETF A ETF B   

Listing Date 01/01/2013 01/04/2014   

    

Date 24/06/2014   

    

Days 540 85   

    

Man Fees 0.45% 0.30% Differential 

    

Ref Qty 0.99334965 0.99930056 0.00595091 

ETF A Price R 155.70     

Comparative 

ETF B Price 
R 156.63     

ETF B Price   R 156.30   

Comparative 

ETF A Price 
  R 155.37   

Actual Price R 155.70 R 156.30 < 0.33 
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Contact Details 

Corporate and Investment Banking – Global Markets 

Johann Erasmus 

Executive, Global Structuring Group  

 

• Web: www.standardbank.co.za/africaetf 

 

• Email: Africaetf@standardbank.co.za 
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Confidentiality disclaimer 

This document is provided on the express understanding that the information contained herein would be regarded and treated as strictly confidential 

and proprietary to The Standard Bank of South Africa Limited acting through its Corporate and Investment Banking Division (“SBSA”).  It is not to be 

delivered nor shall its contents be disclosed to anyone other than the entity to which it is being provided and its employees.  Moreover, it shall not be 

reproduced or used, in whole or in part, for any purpose other than for the consideration of the information set out herein, without the prior written 

consent of SBSA.  

 This document has also been prepared solely for information purposes by SBSA. Any indicative terms provided to you are provided for your 

information and 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 otherwise) and must not be deemed as such.  

 Any information, indicative price quotations, disclosure materials or analyses provided to you have been prepared on assumptions and parameters 

that reflect good faith determinations by SBSA or that have been expressly specified by you and do not constitute advice by SBSA and it should not 

be relied upon as such. The information, assumptions and parameters 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. No 

representation or warranty is made that any indicative performance or return indicated will be achieved in the future.  

 This document is not an official confirmation of terms, does not represent an express or implied offer, nor does it create any liability or obligation on 

SBSA.  Any transaction that may be concluded pursuant to this document shall be in terms of and confirmed by the signing of appropriate 

documentation, on terms to be agreed between the parties. The information in the document is also subject to change without notice. SBSA,  an 

associated company, or their respective directors and employees may have effected or may effect transactions for its own account in any investment 

outlined in the document or any investment related to such an investment. Prospective investors should obtain independent advice in respect of any 

product detailed in this document, as SBSA 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. Such independent advice should be sought subject to SBSA’s prior 

written consent. Transactions described in this material may give rise to substantial risk and are not suitable for all investors. SBSA will only provide 

investment advice if specifically agreed to by SBSA in appropriate documentation, signed by SBSA. This information is to be used at your own risk, 

and SBSA makes no representation with regards to the correctness of the information herein. 

 

 



11 Over to you……. 


