
Teamwork enables  
extraordinary results



Seed has developed proprietary 
valuation models across a range of 
asset classes. These models enable us 
to determine each asset class’s current 
value, on a repeatable basis, over a 
3 – 5 year horizon. To supplement our 
internal analysis, third party research is 
sourced from global research provider, 
BCA Research, specifically for global 
asset classes.

The models are developed and 
enhanced on a continuous basis, with 
improvements being added when these 
have demonstrated that they can add 
additional value.  The valuation models 
are formally run on a monthly basis, but 
in periods of heightened volatility they 
are updated on an ad hoc basis.

Each valuation model gets distilled to an 
asset class ranking of between 1 (very 
expensive) and 5 (very cheap) which 
informs our Tactical Asset Allocation 
(TAA) process. The Investment 
Committee formally ratifies, or slightly 
amends the ranking each month.

TAA is the process whereby asset 
classes that are showing better value 
get up weighted, while those that are 
showing less value are down weighted, 
relative to the predetermined Strategic 
Asset Allocation (SAA) of the particular 
solution. This forms part of our portfolio 
construction process.
 

Valuations

Seed Investments is an investment 
multi manager that follows a 
disciplined investment process. 

At the core this means that we design “one-stop” solutions for 
investors by blending a range of investment managers and asset 
classes into a single fund. 

We do this by continuously focusing on 3 key components when 
constructing these multi-manager portfolios – valuation, manager 
research and portfolio construction.

Step 1

Seed’s valuation methodology of the various investable asset classes is a vital 
cornerstone. The combination of proprietary and third-party valuation research 
feeds into a ranking system and ensures that we take a systematic approach to 
each asset class – underweighting more expensive assets and overweighting 
cheaper investment assets.

Step 2 

A large portion of our time is spent on manager research - selecting the most 
appropriate specialist managers for our funds. Using both quantitative and 
qualitative methods we assess across the broad range of both active and passive 
funds, open and closed ended and local and global.    

Step 3 

Construction is the final, but also ongoing process, of blending asset classes 
and funds into a fund in the most optimal way in order to aim to achieve a 
certain return target within a certain risk budget. It involves longer term strategic 
allocations, together with more opportunistic tactical changes based on valuations



As multi managers, we don’t select 
the underlying securities across the 
various asset classes, but instead 
outsource that responsibility to third 
party fund managers. 

We understand that only a subset 
of the entire manager universe will 
repeatedly outperform their benchmark 
and in some areas,  outperformance is 
easier to come by than in others. When 
the manager universe is assessed 
we therefore consider both active 
and passive managers (and hybrids 
thereof), understanding that each has 
their place when building a portfolio. 
Likewise, each type of manager will 
require a specific skillset in order 
to be successful. For example, in 
our experience we typically prefer 
boutique/focused active managers, 
but require large/diverse managers 
when investing passively.

Seed uses a comprehensive qualitative 
and quantitative research process 
to select managers and funds. The 
objective is to identify skill, key 
differentiators and how this potentially 
links to future outperformance relative 
to peers through repeatable processes 

and well-articulated investment 
philosophies.

Some of the key factors when 
selecting any manager are:

• Company structure (focus, size, 
sustainability)

• Co ownership by management
• Credibility and repeatability of the 

investment process
• The skill of the investment 

professionals

Some of the key factors when 
selecting an active manager are:

• Highly passionate (not emotional) 
and focused

• Stability of the investment team
• Downside capital protection
• Correlation and consistency

Some of the key factors when 
selecting a passive manager are:

• Index selection
• Cost (explicit and implicit)
• Replication efficiency
• Liquidity management
 

Research



them (segregated mandate/unit trust/
closed end vehicle/etc). In each solution 
there will typically be a mix of asset 
class specific strategies and, if asset 
allocation skill has been shown, those 
where the manager has some discretion 
to make asset allocation decisions. 
Portfolios will be built with a mixture 
of manager styles, in order to ensure 
that they aren’t only dependant on one 
investment style paying off. Finally, 
most portfolios have a combination of 
low cost tracker and active manager 
allocations.

Diversification is a key cornerstone 
of the portfolio construction process, 
but we don’t include strategies just for 
the sake of increasing the number of 

holdings/strategies in the portfolios. 
Each strategy needs to add value 
in its own right. Our portfolios will 
typically have relatively large exposures 
to a handful of our high conviction 
investment ideas and then a fairly short 
tail of smaller allocations.

Portfolio construction, which is often 
an underestimated component, can 
sometimes be likened to  the ‘secret 
sauce’ part of the investment process. 
Proper portfolio construction can greatly 
add to a fund’s risk/return profile.

Multi Managers 
at our Core

The design of a portfolio starts 
with understanding the end clients’ 
requirements, and then determining 
what the SAA will be. The SAA is 
designed to ensure that the required 
return is generated as efficiently as 
possible (i.e. with the lowest level of 
downside risk and as consistently as 
possible). Here, the expected long term 
returns for assets classes and the 
correlations between asset classes are 
the key inputs to the process. The SAA 
is subject to change, but practically only 
changes infrequently.

On a monthly basis, when our asset 
class valuation models are formally 
updated, we determine the portfolio’s 
TAA. This is our asset allocation tilt 

away from the SAA based on current 
market valuations and allows us to 
take advantage of opportunities/
mispricings in the market. The amount 
that we can tilt away from our SAA will 
be determined in each mandate (i.e. 
we don’t have carte blanche to shift 
all asset classes from 0% - 100%). The 
expected interaction between asset 
classes is again important in this 
process as asset class weights aren’t 
determined in isolation, but rather in the 
context of what happens at the portfolio 
level.

The final leg of the portfolio 
construction process is to determine 
the right mix of managers to arrive at 
the desired TAA and how to access 

Construction



Seed Investment Consultants (Pty) Ltd is a licensed Financial 

Services Provider (2346). 

To view our disclaimer visit our website on www.

seedinvestments.co.za.
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