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The 27four quantitative research team conducts style based analysis on the top 100 shares (by 
market capitalization) listed on the JSE. The styles typically considered include momentum, value, 
growth, low volatility, quality, size and liquidity.  Back-testing is conducted on 27four’s proprietary 
JSE dataset where shares are sorted into monthly style benchmark ‘portfolios’ based on sever-
al style proxies. Style benchmark returns are calculated on a buy-and-hold basis applying market 
capitalization and factor weighting. Market capitalization weighting implies assigning each share an 
initial in-portfolio weight based on their sorting date market capitalization while factor weighting im-
plies applying the normalised style score (proxy) as the initial weighting. The results of both market 
capitalization and factor weighting are presented. Importantly, both market capitalization and factor 
weighted portfolios are identical in terms of their share constituents, the only difference being the 
initial weight assigned at each portfolio sort date.

 The proxy for each style is described on the table below:

Style Proxy Style Factor Name/Detail Inverse Style Factor 
Style 
Factor 
Premium

Momentum

Historical cumulative return 
measured over the previous 
252 trading days excluding 
the most recent 21 days of 
return

Winner = top 30 shares 
based on momentum rank

Loser = bottom 30 shares 
based on momentum rank

Winner 
minus 
Loser

Value
Linear combination of 
earnings yield (EY) and 
cashflow per share*2 (CFPS)

Value = top 30 shares based 
on z-score combination of EY 
and CFPS

Growth*1 = bottom 30 
shares based on z-score 
combination of EY and CFPS

Value 
minus 
Growth

Low 
Volatility

Linear combination of 
idiosyncratic risk and market 
beta measured over the 
previous 252 trading days

Low Vol = bottom 30 
shares based on z-score 
combination of standard 
deviation and market beta

High Vol = top 30 shares 
based on z-score 
combination of standard 
deviation and market beta

Low Vol 
minus 
High Vol

Quality

Linear combination of return 
on assets (ROA), return on 
equity (ROE)and debt to 
equity ratio (D/E)

Quality = top 30 shares based 
on z-score combination of 
ROA, ROE less DE

Junk = bottom 30 
shares based on z-score 
combination of ROA, ROE 
less DE

Quality 
minus 
Junk

Size
Natural logarithm of market 
capitalization on portfolio sort 
date

Small = bottom 30 shares 
based on natural log of 
market capitalization

Big = top 30 shares based 
on natural log of market 
capitalization

Small 
minus 
Big

Liquidity*³
Average value traded 
measured over the previous 
252 trading days relative to 
market capitalization

Illiquid = bottom 30 shares 
based on value traded scaled 
by market capitalization

Liquid = top 30 shares based 
on value traded scaled by 
market capitalization

Illiquid 
minus 
liquid

*¹Academic literature treats growth as the inverse of value however, within the South African framework, growth is considered a 
popular style and has commanded a premium over value over the recent 5 year cycle
*²In-house research has found that book-to-market’s performance as a value proxy has reduced dramatically while cashflow per 
share has remained consistent
*³Rooted in liquidity preference theory, liquidity premium refers to illiquid shares providing a premium over liquid shares. See 
Amihud and Mendelson (1988) and more recently Ibbotson, Chen, Kim and Hu (2013).

Methodology
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Time Period Winner Loser Value Growth Low Vol High Vol Quality Junk Small Big Low Liq High Liq

1 Month 0,60% 3,08% 5,92% -0,01% -2,36% 10,74% 2,39% 0,75% 4,70% 2,04% 1,97% 6,30%

1 Month Vol. 18,22% 27,69% 17,57% 18,49% 14,72% 24,06% 16,70% 20,02% 19,45% 13,92% 14,93% 19,99%

3 Month 2,60% 25,58% 7,98% 1,78% 3,02% 11,43% 7,77% 16,76% 19,39% 7,98% 8,36% 7,58%

3 Month Vol. 18,77% 35,80% 19,26% 21,01% 19,58% 28,04% 19,89% 31,05% 20,00% 16,28% 17,50% 24,28%

6 Month 3,20% 30,96% 12,23% 1,17% 0,17% 18,71% 9,43% 25,31% 21,83% 9,74% 9,46% 16,52%

6 Month Vol. 19,41% 30,79% 20,40% 21,48% 18,47% 27,70% 20,84% 27,05% 18,16% 17,17% 18,18% 24,18%

1 Year Return 4,16% -3,97% -7,08% 4,17% -4,60% 8,20% 27,65% -2,70% -4,59% 11,07% 13,07% 3,51%

1 Year Vol. 28,49% 40,63% 35,74% 32,02% 27,88% 45,62% 31,50% 37,81% 32,54% 29,11% 28,65% 38,99%

3 Year Return -1,47% 4,06% -3,77% -0,35% -1,76% 6,62% 9,13% -4,99% -6,32% 4,34% 4,71% 1,12%

3 Year Vol. 22,19% 27,57% 24,80% 25,13% 20,55% 31,26% 23,84% 25,21% 21,17% 20,55% 20,80% 26,23%

5 Year Return 0,53% 8,59% 5,01% 5,51% -1,68% 13,87% 9,99% 0,77% 2,96% 5,52% 4,79% 2,88%

5 Year Vol. 20,47% 26,99% 22,44% 21,96% 18,25% 29,43% 20,79% 22,39% 18,61% 18,51% 19,11% 23,20%

10 Year Return 11,61% 2,33% 4,91% 11,73% 11,80% 7,94% 9,27% 6,78% 5,34% 9,25% 9,40% 6,86%

10 Year Vol. 18,58% 23,85% 20,56% 18,88% 15,88% 25,64% 19,62% 19,04% 15,12% 17,53% 18,11% 20,63%

Style Performance as at 31 December 2020 
Market Capitalization Weighting

Time Period Winner Loser Value Growth Low Vol High Vol Quality Junk Small Big Low Liq High Liq

1 Month 8,41% 7,46% 3,81% 8,24% -0,01% 9,31% 7,01% 4,40% 5,65% 5,11% 5,96% 6,59%

1 Month Vol. 20,91% 32,65% 20,22% 21,57% 14,21% 24,98% 14,89% 25,30% 19,66% 14,38% 18,06% 21,65%

3 Month 6,56% 33,07% 17,35% 19,81% 8,04% 21,76% 17,31% 23,91% 21,90% 10,71% 22,39% 17,18%

3 Month Vol. 26,21% 34,59% 22,10% 22,50% 14,42% 25,15% 18,14% 28,50% 19,26% 17,68% 17,82% 24,85%

6 Month 17,85% 18,68% 20,33% 19,77% 6,56% 24,63% 21,49% 22,65% 23,66% 15,68% 14,19% 25,51%

6 Month Vol. 24,83% 31,82% 21,65% 20,94% 13,54% 24,36% 17,06% 24,83% 18,24% 17,54% 16,61% 23,93%

1 Year Return 22,43% -9,01% 5,98% -1,49% -27,34% 27,54% 21,97% -9,72% -4,84% 7,33% 0,87% 13,74%

1 Year Vol. 39,64% 43,92% 34,51% 32,10% 29,17% 41,96% 26,55% 40,82% 30,93% 32,15% 29,51% 37,84%

3 Year Return 9,33% -4,65% 3,88% -8,21% -11,91% 9,20% 5,00% -4,70% -7,67% 4,52% -2,52% 7,53%

3 Year Vol. 27,04% 28,22% 24,13% 21,47% 18,82% 27,94% 19,66% 26,04% 20,19% 22,15% 19,33% 25,67%

5 Year Return 8,45% 8,51% 16,12% -0,93% -5,24% 21,44% 9,68% 0,93% 0,63% 7,62% 3,97% 11,98%

5 Year Vol. 23,15% 25,99% 22,32% 18,83% 15,83% 26,88% 17,70% 22,50% 17,47% 19,86% 16,83% 23,02%

10 Year Return 17,60% -1,70% 11,32% 2,54% 6,89% 6,67% 12,26% 3,80% 3,71% 10,14% 10,30% 8,86%

10 Year Vol. 19,05% 22,17% 19,15% 15,73% 12,92% 23,34% 15,96% 18,55% 14,28% 18,14% 14,50% 19,53%

Style Performance as at 31 December 2020 
Factor Weighting

Momentum
Momentums performance over the last quarter of 
2020 presented the very clear and stark contrast 
between factor and market capitalization weighting. 
Interestingly, the value bounce in the tail end of the 
year translated to winner shares underperforming 
losers by a significant margin (22.98% and 26.51% 
on a market capitalization and factor weighted basis 
respectively). Even with the dramatic turnaround, 
momentum performed well over the year (especially 
on a factor weighted basis), producing a nominal 
return of 22.43%, making it the 3rd best performing 
style.

Value and Growth
The value reversal seen globally was clearly 
apparent on the JSE with value showing significant 
improvements over the latter half of 2020. On 
a market capitalization weighted basis, value 
outperformed growth over the 1, 3 and 6 month 
period. Over June to December, value achieved 
12.23% against growth’s 1.17%, implying a sizeable 
11.06% value premium. On a factor weighted basis, 
value marginally underperformed growth over the 1, 
3 and 6 month period but posted a full year premium 
of 7.47% over growth, achieving a full-year return of 
5.98% against -1.49%.
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Low Volatility
Low volatility had a terrible 2020, dramatically 
underperforming high volatility on both a market 
capitalization and factor weighted basis. Low 
volatility achieved -4.6% for 2020 on a market 
cap. weighted basis  (-27.43% assuming factor 
weighting), making it the worst performing style on 
the JSE. Adding insult to injury, high volatility was 
one of the best performing styles in 2020, achieving 
a full year return of 8.2% and 27.54% on a market 
cap. and factor weighted basis, respectively. Notably, 
when applying factor weighting, high volatility was 
the best performing style, with momentum coming 
in as a close second. 

Quality
Quality stood out as one of the top performing factors 
on the JSE and globally over 2020. Irrespective of 
weighting methodology, quality suffered over the 
last quarter but improved in December. Quality 
stood out as the best performing style on a market 
capitalization weighted basis, achieving a full-
year return of 27.65%, completely dominating 
junk. Similarly, on a factor weighted basis, quality 
achieved the third highest return in 2020, posting 
21.97% and resulting in a huge excess return over 
junk of 31.69%.

Size
The size premium made a strong comeback over 
the last half of 2020, with small caps beating large 
caps over the past 1,3 and 6 month periods across 
both weighting methods. Unfortunately, 2020 as 
whole was not kind to small caps as they suffered 
more over the February and March COVID-19 
drawdowns, underperforming large caps by 15.66% 
and 12.17% on a market capitalization and factor 
weighted basis respectively.

Liquidity
Consistent with the September style note, less liquid 
shares seemed to benefit from the increase in risk-
on sentiment as well as being less impacted by the 
COVID-19 related drawdowns. On a market cap. 
weighted basis, low liquidity tickers outperformed 
their high liquidity counterparts by 9.55%, achieving 
a full year return of 13.07% against 3.51%. 
Interestingly, the extreme opposite was found when 
applying factor weighting, with highly liquid shares 
posting a full year return of 13.74% compared to 
a paltry 0.87% achieved by the low liquidity factor 
weighted portfolio.
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Style correlation

Winner Loser Value Growth Low Vol High Vol Quality Junk Small Big Low Liq High Liq

Winner 100,0%

Loser 49,6% 100,0%

Value 47,7% 53,5% 100,0%

Growth 73,3% 79,7% 53,7% 100,0%

Low Vol 64,1% 62,7% 50,4% 76,8% 100,0%

High Vol 76,7% 81,4% 52,4% 78,6% 54,0% 100,0%

Quality 66,8% 63,5% 87,6% 69,7% 63,2% 67,8% 100,0%

Junk 69,1% 84,0% 56,0% 87,2% 74,7% 78,6% 66,0% 100,0%

Small 65,3% 73,7% 47,7% 79,2% 77,3% 70,2% 62,5% 76,2% 100,0%

Big 76,1% 75,2% 56,6% 79,9% 66,6% 81,4% 73,1% 82,3% 61,9% 100,0%

Low Liq 36,6% 36,2% 91,2% 40,3% 41,8% 37,9% 76,7% 40,3% 38,5% 39,5% 100,0%

High Liq 77,0% 81,0% 55,2% 84,1% 66,0% 86,2% 71,1% 83,0% 71,6% 82,0% 35,0% 100,0%

Rank Momentum Value Growth Low Volatility Quality Small Illiquid

1 Jubilee Metals 
Group Investec plc Brait SE Italtile PSG  Brait SE Trustco Group  

2 DRD Gold Hyprop Lighthouse Capital The Spar Group Mr Price ADvTECH Cashbuild 

3 Textainer Group  Investec Clicks Group Adcock Ingram Cartrack  Wilson Bayly Hlm-
Ovc Cartrack  

4 Pan African 
Resource plc Redefine Cartrack  AVI Truworths Alexander Forbes Vivo Energy plc

5 Cartrack  Vukile Property Dis-Chem 
Pharmacies RCL Foods AVI Jubilee Metals 

Group plc Textainer Group  

6 Montauk  Investec Property 
Fund Northam Platinum Vodacom Group Kumba Iron Ore Curro  Montauk  

7 African Rainbow MAS Pick n Pay Stores British American 
Tobacco Ninety One PLC Stor-Age Prop Santam 

8 PROSUS N.V Growthpoint Capitec Oceana  Impala Platinum Cashbuild Wilson Bayly Hlm-
Ovc 

9 Sibanye Stillwater Telkom Massmart  JSE Pick n Pay Astral Foods Afrimat 

10 Northam Platinum Sasol Woolworths  Afrimat Coronation Afrimat Oceana Group 

Top 10 tickers

The top 10 tickers per style category 
are described above with each 
tickers rank being determined by its 
respective styles z-score. The top 10 
Momentum shares in Q4 showed a 
bit more diversity, including the likes 
of Cartrack and Prosus, both of which 
are tech counters as well as Montauk, 
an oil and gas producer. Consistent 
with Q3, the top 10 value tickers were 
largely made up of property counters, 
however Telkom and Sasol came in at 
positions 9 and 10 while Investec PLC 

achieved the number 1 spot. The top 
10 growth tickers are well diversified 
with Brait taking the top spot while both 
listed pharmacy brands, Dischem and 
Clicks, taking positions 3 and 5. The 
top 10 low volatility shares are again 
diversified around consumer staples 
with Italtile taking top spot. Cartrack 
was the number one quality share 
in Q3, but has dropped to 3rd place, 
being overtaken by the likes of PSG 
and Mr Price. The top 10 small shares 
are no longer dominated by property 

tickers, with the number one growth 
and momentum shares also taking 
top spots on the small cap list. Lastly, 
relatively illiquid shares that trade 
less than their market capitalization 
on average are presented in the final 
column. The top 10 illiquid shares have 
shown consistency with the Q3 top 10, 
with Cartrack, Montauk and Textainer 
making it into the top 10 (all of which 
are also momentum shares).
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In order to provide a glimpse into the future (with a pinch 
of salt), the 27four quantitative team utilises datascience 
and machine learning in attempt to develop a view of style 
performance on the JSE over the following quarter. The 
models applied are vector auto-regression (“VAR”) and 
long and short-term memory (“LSTM”) deep learning neural 
networks. Both are well established in literature, with the 
former a staple in economics and finance studies while the 

latter is a more recent and highly popular machine learning 
algorithm. The benefit of both techniques is that they allow 
for the estimation of a ‘system’ where all of the variables in 
question are modelled to be inter-related. Once the system 
is modelled, recent data is fed into the models in order to 
estimate future performance using the style in question as 
well as the other styles present on the JSE.

The results above describe the historical performance of each of the core styles as well as the JSE over 2020. The solid line 
represents historical performance, while the heavy and light dotted lines represent the VAR and LSTM forecasts. The results of 
the forecast analysis are synthesised in the table below where the prior quarters forecast is evaluated in terms of accuracy (green 
means materialised, yellow means partially materialise and  red means did not materialise) as well as the next quarters forecast.

Style Prior Quarter VAR Forecast Prior Quarter LSTM Fore-
cast Next Quarter VAR Forecast Next Quarter LSTM Forecast

Momentum Moderately positive 
performance over last quarter

Moderate underperformance 
over last quarter

Moderately positive 
performance

Moderately positive over next 
quarter

Growth
Positive performance in final 
quarter resulting in full-year 
positive performance

Initial drawdown followed by 
recovery

Marginally positive 
performance 

Negative performance over 
next quarter

Quality Positive performance Positive performance (less 
extreme than VAR)

Moderately positive 
performance over next quarter

Positive performance over 
next quarter

Value Negative reversal over last 
quarter

Negative reversal over last 
quarter

Neutral/flat performance over 
next quarter

Neutral/flat performance over 
next quarter

Low 
Volatility

Continued underperformance 
over 2020

Continued underperformance 
over 2020

Positive performance over 
next quarter

Marginal underperformance 
over next quarter

JSE
Marginal underperformance 
resulting in minor loss for 
2020

Underperformance to post 
February/March drawdown 
levels

Neutral performance over next 
quarter

Marginally positive 
performance over next quarter

Datascience corner
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This document is strictly for information purposes only and should not be considered as an offer, or solicitation, to deal in any of the investments 
mentioned herein. Any information and opinions contained in this communication, and any supplemental information provided, is believed to be 
reliable but no representation or warranty is given as to its correctness, accuracy or completeness. Any representation or opinion is provided for 
information purposes only. We do not undertake to update, modify or amend the information on a frequent basis or to advise any person if such 
information subsequently becomes inaccurate. It is not intended to create, and shall not be capable of creating, any obligation or liability on the part 
of 27four Investment Managers or any of its affiliates, and shall not form part of any contract. All information and opinions provided are of a general 
nature and are not intended to address the circumstances of any particular individual or entity. We are not acting and do not purport to act in any way 
as an advisor or in a fiduciary capacity. Any decision to invest must be made by the recipient solely on the basis of its own independent judgement 
and research and subject to the terms and conditions governing applications to any relevant fund. No one should act upon such information or 
opinion without appropriate professional advice after a thorough examination of a particular situation. While opinions stated are honestly held, they 
are not guarantees and should not be relied on. Please note that past performance figures are not audited and should not be taken as a guide to 
the future. 27four Investment Managers will not be held liable or responsible for any direct or consequential loss or damage suffered by any party 
as a result of that party acting on or failing to act on the basis of the information provided in this document. This document may not be amended, 
reproduced, distributed or published without the prior written consent of 27four Investment Managers. 27four Investment Managers is an authorised 
financial services provider.

www.27four.com     info@27four.com     @27four     +27 (0)11 442 2464


