
 

 

 

African Alliance Botswana Liquidity Fund 

 As on 31 March 2020 

 

 

   

    

 

 

 

Page : 1 of 2 

Objective 

The primary objective of this Fund is to provide an attractive level of current income while 
preserving capital. The Fund may invest in Botswana domiciled money market instruments 
provided that at least 80% of the fund must is invested in securities with maturity of less than a 
year and that the weighted average term of the portfolio not exceed ninety days. The Fund aims to 
outperform regular fixed deposits and call accounts over time. 

 

Performance 

Performance figures are net of management fees and based on the daily yields, which are 
geometrically linked on a daily basis. 

Cumulative Performance 

 
Annualised Performance (net) 

 1 year 2 year 3 years 

Fund 3.34 % 3.64 % 3.44 % 

Benchmark 2.15 % 2.22 % 2.23 % 

Excess return 1.19 % 1.42 % 1.21 % 

Risk Std. dev annualised   

Fund 0.08 %  0.13 % 

Benchmark 0.02 %  0.03 % 
 

 

   
 

Risk 

Low  Medium  High 

     
  

   

  

Fund Details 

Portfolio Manager 
Nlume Modise, Lorato 
Morule 

Fund Type Domestic - Money Market 

Currency Botswana Pula 

Benchmark Average overnight Call + 2% 

Inception Date 30 July 2002 

Fund Size BWP 644 438 554 

NAV BWP 1.00 

NAV Inception BWP  1 

Minimum Lump Sum 
Investment 

BWP  10 000 

Minimum Monthly 
Investment 

BWP   

Initial Fees 0.00% 

Annual Management Fees 1.00% 

Income Distribution Monthly 

Fund Domicile Botswana 
 

   

    

Holdings   

Geographical Allocation  Top 10 Holdings 

  

  Weight (%) 

Fixed Deposit Banc ABC 
 

9.98% 

BARC PN  
 

9.38% 

Fixed Deposit Standard Chartered Bank 
 

6.24% 

Fixed Deposit Standard Chartered Bank 
 

5.85% 

Fixed Deposit Botswana Building Society 
 

4.87% 

Fixed Rate Note Letshego Holdings Ltd 
 

4.73% 

Fixed Deposit Banc ABC 
 

4.69% 

Fixed Rate Note Letshego Holdings Ltd 
 

4.62% 

Fixed Deposit Bank Gaborone Ltd 
 

4.23% 

Fixed Deposit Banc ABC 
 

4.20% 

  
 

Asset Allocation  Sector Allocation 
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Commentary 

Real GDP growth for 2019 was 3.0% compared to 4.5% in 2018, and 2.9% in 2017. This is well below the 15-year average growth rate of 4.5%. The non-mining sector 
continues to prop up growth, with the best performing sectors being the Finance & Business Services, Transport & Communications, and Trade, Hotels & Restaurants 
sectors, which grew 5.9%, 5.3% and 4.1% respectively. The mining sector contracted by 3.9%, its eighth recessionary year in the past 15 years. This makes it the 
most volatile sector apart from Water & Electricity, and has been value destructive, averaging a decline of 2.1% in the same period.  

Towards the end of the quarter, S&P Global Ratings lowered Botswana’s rating to BBB+ from A- with a stable outlook. The agency cited the potential for continued 
weakness in the diamond market and the public sector wage bill delaying ‘fiscal consolidation in the near term.’ Though still in investment grade territory, the 
downgrade reflects the continued risks of a government budget dependent on external factors (i.e. the diamond market and SACU trade activity), and the slowness 
in implementing meaningful structural reforms. 

The inflation rate averaged 2.2% in Q1 2020 compared to 3.4% in Q1 2019 with the Bank of Botswana having cut the reference rate in the latter part of 2019. We 
anticipate another downward move in the first half of 2020 as a result of continued weakness in commodity prices, ZAR weakness and low economic activity serving 
to anchor inflation expectations. 

Overnight liquidity squeezed to average P1.4bn from P2.2bn at the end of December (source RMB). As a result, AABMC money market yield curve was up 31bps on 
average. The African Alliance Botswana Liquidity Fund and the African Alliance Enhanced Yield Fund recorded gross yields of 5.1% and 6.3% respectively. 

Prior to the outbreak of COVID-19 across the globe and the ensuing declaration of a State of Pubic Emergency domestically, we had priced in about 50bps rate cut 
in the first half of 2020. We have since revised our view to a more than 100bps rate cut following benign inflation readings and for fiscal policy, alignment to the 
accommodative steps recently adopted from the central banks of our trading partners and countries in the Pula basket namely South Africa, the UK, China and the 
US. Regarding the former, which is our largest trading partner, the South African Reserve Bank slashed rates by a cumulative 200bps following cuts in March and 
April.  

We continue to maximise yield via additional term as well as quality corporate exposure. 

Strategy 

The Fund invests in high quality, short-term financing instruments and deposits providing investors with access to the wholesale money market, usually the exclusive 
preserve of the banking sector. This Fund is highly liquid, cost effective and safe, making it a viable alternative to bank deposits. 

 

Contact us 

African Alliance Botswana Limited 
 
Physical Address 
African Alliance House 
Plot No 50361 
Fairgrounds Office Park 
Gaborone 
 
Postal Address 
P. O. Box 2770 
Gaborone 
506 
 
Tel +267 364 3900 
Fax +267 318 8956 
info@africanalliance.com 
www.africanalliance.com 

 

Disclaimer 

The following information is important and you should read this information if you are unclear at any time as to the purpose of this document. Although information 
in this document has been obtained from sources believed to be reliable, African Alliance does not represent or warrant its accuracy, and such information may 
be incomplete or condensed. All estimates and opinions in this document constitute our judgement as of the date of the document and may be subject to change 
without notice. African Alliance will not be responsible for the consequences of reliance upon any opinion or statement contained herein or for any omission. This 
document is for the private use of African Alliance and may not be reproduced or disclosed, in whole or in part, to any other person without our prior written 
permission. The value of investments and the income derived from them can fall as well as rise, and past performance does not guarantee or predict future 
performance. Investment products may be subject to investment risks, involving but not limited to, currency exchange and market risks, fluctuations in value and, 
where applicable, possible loss of principal invested. The manner in which this document is distributed may be restricted by regulation or law in certain countries 
and persons who come into possession of this document should inform themselves of and observe any restrictions. This document does not constitute an offer to 
sell, solicit or offer to buy any investment product, and is not intended to be a final representation of the terms and conditions of any product. The investments 
mentioned in this document may not be suitable for all recipients and you should seek professional advice if you have any doubts. Clients should obtain legal 
and/or taxation advice suitable to their particular circumstances. 

 


