


Methodology
27four Beta Solutions conducts style-based analysis on the top 100 shares 
(by market capitalization) listed on the JSE. The research conducted in-
volves style back-testing on 27four’s proprietary JSE dataset where shares 
are sorted on several style proxies. Long-only 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 cap-

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 (CFPS)

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

Growth = 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
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

Dividend Yield
One year trailing total dividend (inclusive 
of special dividends) scaled by the current 
share price

High Yield = top 30 dividend paying shares 
based on natural log of dividend yield

Low Yield = bottom 30 dividing paying 
shares based on natural log of dividend yield

High Yield minus Low 
Yield

Currency Risk Currency beta measured over the previous 
252 trading days

Rand hedge = top 30 shares based on 
currency beta

Rand tracker = bottom 30 shares based on 
currency beta

Rand hedge minus rand 
tracker

italization while factor weighting implies applying the standardised style 
score (proxy) as the initial weighting. The results of both market capitaliza-
tion and factor weighting are presented. Importantly, both market capital-
ization 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:
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Style performance at 30 September 2023
Market capitalisation weighting

Winner Loser Value Growth Low Vol High Vol Quality Junk

1 Month -4.54% -1.49% -1.18% 1.32% -3.95% -2.92% 0.81% -5.27%

1 Month Vol. 21.94% 19.34% 14.65% 25.76% 10.49% 25.29% 25.61% 14.89%

3 Month -9.76% -2.21% 0.92% -1.06% -0.40% -10.34% -3.06% -6.74%

3 Month Vol. 19.89% 17.24% 17.40% 22.80% 11.45% 23.19% 22.44% 15.20%

6 Month -10.38% -4.63% -4.50% -3.27% -6.40% -11.81% -4.90% -11.16%

6 Month Vol. 19.06% 19.33% 19.13% 22.58% 12.55% 22.40% 23.12% 14.43%

1 Year Return 7.24% 39.18% 9.66% 28.52% 3.43% 17.66% 9.94% 23.92%

1 Year Vol. 20.35% 26.92% 22.00% 21.77% 13.18% 28.35% 26.06% 15.39%

3 Year Return 9.26% 20.72% 8.00% 10.07% 9.12% 10.12% 6.46% 18.37%

3 Year Vol. 22.11% 26.86% 22.91% 25.28% 16.33% 28.37% 25.64% 19.54%

5 Year Return 5.82% 10.43% 4.17% 12.45% 4.40% 9.01% 9.05% 6.49%

5 Year Vol. 22.69% 27.94% 25.04% 25.88% 19.04% 30.90% 25.41% 23.47%

10 Year Return 7.09% 5.07% 5.14% 12.96% 5.34% 7.43% 6.67% 3.88%

10 Year Vol. 20.35% 25.66% 21.82% 22.14% 16.59% 27.44% 21.28% 20.24%

Small Big Illiquid Liquid High Yield Low Yield Rand Hedge Rand Tracker

1 Month -3.40% -1.30% -1.09% -3.15% 3.92% -5.40% 0.45% -3.51%

1 Month Vol. 11.34% 19.49% 21.24% 16.45% 22.83% 18.46% 19.94% 21.94%

3 Month -1.99% -3.64% -4.18% 2.59% 2.04% -8.80% -2.25% -5.87%

3 Month Vol. 11.47% 17.73% 18.34% 17.01% 19.73% 18.70% 17.41% 21.62%

6 Month 1.93% -5.13% -5.19% -1.98% 0.48% -10.55% -5.16% -10.72%

6 Month Vol. 11.99% 17.03% 17.50% 18.16% 20.38% 17.98% 17.22% 21.27%

1 Year Return 9.43% 22.40% 24.71% 2.10% 19.62% 29.41% 14.11% 15.95%

1 Year Vol. 12.30% 19.03% 19.68% 18.48% 21.19% 22.60% 17.58% 25.71%

3 Year Return 22.03% 13.79% 15.47% 17.21% 22.97% 3.95% 9.45% 31.31%

3 Year Vol. 14.20% 19.52% 19.97% 20.81% 21.99% 23.58% 17.97% 25.39%

5 Year Return 5.63% 9.38% 10.07% 7.05% 15.19% 3.83% 4.60% 14.09%

5 Year Vol. 18.49% 20.99% 21.35% 24.91% 24.01% 24.78% 20.67% 28.56%

10 Year Return 5.52% 7.89% 7.94% 6.90% 11.37% 6.32% 8.21% 10.14%

10 Year Vol. 16.01% 18.38% 18.94% 21.60% 22.13% 20.75% 18.11% 24.95%
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Style performance as at 30 September 2023
Factor weighting

Winner Loser Value Growth Low Vol High Vol Quality Junk

1 Month -4.16% 1.23% 1.90% -4.03% -3.75% -2.18% -0.99% -2.68%

1 Month Vol. 15.10% 20.65% 20.28% 10.98% 10.25% 22.02% 17.19% 10.71%

3 Month -3.14% 2.49% 5.17% -5.42% 1.04% -3.98% 0.28% -0.97%

3 Month Vol. 14.37% 17.06% 19.28% 10.89% 10.15% 20.36% 16.73% 12.11%

6 Month -6.69% 2.24% -0.94% -10.15% -1.97% -9.12% -2.52% -4.74%

6 Month Vol. 13.41% 17.11% 19.49% 11.44% 10.02% 19.90% 17.83% 13.26%

1 Year Return -3.46% 30.30% 5.60% -6.40% 7.64% 1.04% 2.93% 4.53%

1 Year Vol. 13.93% 16.95% 18.81% 11.53% 9.51% 20.61% 18.22% 13.62%

3 Year Return 12.14% 27.31% 25.38% 9.52% 7.22% 19.70% 11.93% 18.34%

3 Year Vol. 17.67% 19.10% 20.59% 14.33% 11.62% 21.54% 19.37% 16.97%

5 Year Return 15.57% 8.04% 15.84% 0.11% -2.91% 15.82% 9.63% 6.40%

5 Year Vol. 22.92% 24.19% 23.12% 18.67% 16.22% 25.44% 20.24% 21.93%

10 Year Return 12.13% 3.68% 12.55% 1.57% 2.79% 9.47% 10.55% 2.96%

10 Year Vol. 19.65% 22.29% 20.45% 16.29% 13.54% 23.68% 17.55% 18.98%

Small Big Illiquid Liquid High Yield Low Yield Rand Hedge Rand Tracker

1 Month -3.13% -2.28% -4.07% -1.21% -0.94% -5.43% -2.76% -0.94%

1 Month Vol. 11.20% 15.74% 14.08% 17.99% 14.59% 12.65% 9.94% 22.64%

3 Month -0.26% -3.38% -2.46% 3.94% 2.64% -4.27% -2.43% -1.48%

3 Month Vol. 10.42% 16.07% 12.39% 16.11% 14.65% 14.05% 9.70% 21.38%

6 Month -1.53% -5.02% 0.95% -1.72% -1.60% -1.96% -0.93% -6.99%

6 Month Vol. 11.57% 15.37% 12.86% 17.17% 15.44% 12.69% 10.12% 20.89%

1 Year Return 9.60% 15.70% 16.04% -0.33% 6.86% 21.33% 13.08% 5.01%

1 Year Vol. 11.99% 16.78% 14.24% 16.34% 15.37% 13.49% 10.22% 20.79%

3 Year Return 20.22% 16.33% 23.15% 20.81% 21.90% 13.76% 8.62% 31.23%

3 Year Vol. 13.60% 18.08% 14.93% 18.95% 17.76% 15.33% 13.28% 22.10%

5 Year Return 3.59% 10.39% 8.07% 9.44% 6.61% 14.97% 6.04% 14.84%

5 Year Vol. 18.27% 21.03% 17.91% 23.86% 23.08% 19.67% 18.43% 27.28%

10 Year Return 3.51% 9.01% 9.34% 8.02% 8.02% 8.41% 9.99% 7.84%

10 Year Vol. 15.60% 18.72% 15.34% 20.83% 20.31% 17.02% 16.04% 24.00%
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Momentum
The bounce-back in momentum was short-lived 
given that momentum is naturally a high beta 
strategy. The last quarter saw local and global 
equity markets coming under pressure, there-
fore (and as expected) momentum suffered. On a 
market cap. weighted basis, momentum was the 
second worst performing style over the quarter, 
achieving a negative return of -9.8%. Importantly, 
there was a decoupling of market cap. and factor 
weighting, with factor weighting still underper-
forming but to a much lower degree. The implica-
tion is that the majority of pain was experienced 
in the larger liquid counters.

Value and Growth
As noted in academic literature, one can always 
expect a negative correlation between momen-
tum and value, while the inverse is true for growth. 
Q3 2023 saw the outperformance of value over 
growth, with value posting the 3rd and 1st best 
performance on a market cap. and factor weight-
ed basis.

Low Volatility
Low volatility showed signs of life over Q3, pro-
viding a significant premium over high volatility. 
Further, there seems to be a well-documented 
coupling of low vol and quality, with both out-
performing their respective anti-factors, high vol 
and junk.

Quality
Over the past two quarters, quality has outper-
formed junk on both a market cap. and factor 
weighted basis. It seems that the negative senti-
ment towards emerging markets given the glob-
al jitters experienced over the past two quarters 
has proved beneficial for low vol and quality with 
the majority of the benefit accruing to the small 
and mid-cap stratum of both styles.

Size
As expected, small and mid-caps benefitted 
from the drawdowns experienced over Q3 with 
the former outperforming large caps by 1.7% and 
3.1% on a market cap and factor weighted basis 
respectively.

Liquidity
The results of the liquidity sorts presents a co-
nundrum. As mentioned, the improved per-
formance of factor weighting over market cap. 
weighting points to the majority of pain being 
experienced by large caps and benefit by small 
caps. The result hasn’t extended to liquidity with 
high liquidity outperforming low liquidity by a 
hefty margin. When applying market cap. weight-
ing, liquid counters outperformed their illiquid 
counterparts by 6.8% and 6.4% when applying 
factor weighting. 

Dividend Yield
As with value, high DY counters experienced a re-
bound in Q3, breaking the mould in terms of the 
difference in performance based on weighting. 
Market cap. weighted high DY shares (favouring 
large caps) smashed their low DY counterparts by 
10.9%! The result does fit neatly with the results 
for value, quality and low vol as high DY implies 
high free cash flow (quality), possibly depressed 
prices relative to current dividends (value) as well 
as low duration (low volatility).

Rand Hedge
The performance of rand hedge counters is vir-
tually identical when applying both weighting 
methods. Conversely, rand tracker underper-
formed when applying market cap. weighting 
but outperformed assuming factor weighting. 
This implies that larger cap. SA inc shares strug-
gled over Q3, however, mid and small SAcentric 
counters outperformed.
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Recent Excess Style Performance
Instead of showing cumulative performance, we have changed things up a bit by providing YTD and 
Quarter performance of factors in excess of the JSE ALSI (J203). The figures that follow describe excess 
style performance on a market cap and factor weighted basis.

The results clearly show the themes described with: 
• Value outperforming momentum and growth
• Dividend yield showing a positive correlation with value and outperforming
• Rand tracker outperforming rand hedge



Style Correlation

Winner Loser Value Growth Low Vol High Vol Quality Junk Small Big Illiquid Liquid High Yield Low Yield Rand 
Hedge

Rand 
Tracker

Winner 100.0% 50.8% 48.2% 73.6% 64.3% 77.0% 77.3% 68.7% 65.8% 77.4% 40.0% 74.4% 42.7% 81.2% 74.5% 65.7%

Loser 100.0% 53.6% 78.8% 62.3% 81.2% 72.5% 83.9% 74.8% 75.6% 39.0% 81.4% 50.5% 73.5% 59.9% 81.3%

Value 100.0% 52.4% 61.1% 52.8% 59.2% 55.4% 47.8% 56.6% 89.9% 58.7% 96.3% 51.1% 39.6% 67.2%

Growth 100.0% 76.2% 77.6% 77.4% 85.8% 79.8% 79.0% 42.6% 84.7% 51.1% 81.7% 68.7% 80.3%

Low Vol 100.0% 53.6% 68.0% 73.5% 75.8% 65.1% 55.0% 71.5% 62.0% 67.5% 63.4% 68.9%

High Vol 100.0% 80.1% 77.9% 69.5% 83.2% 41.1% 80.4% 46.7% 85.1% 72.4% 79.0%

Quality 100.0% 71.8% 70.1% 85.2% 42.1% 83.5% 51.9% 77.8% 64.2% 82.3%

Junk 100.0% 77.5% 79.8% 42.3% 85.5% 52.8% 78.1% 67.0% 82.8%

Small 100.0% 62.7% 40.8% 76.0% 47.7% 71.1% 60.6% 71.8%

Big 100.0% 42.8% 81.6% 49.9% 84.1% 74.2% 80.9%

Illiquid 100.0% 38.1% 91.8% 42.7% 38.2% 49.1%

Liquid 100.0% 54.1% 79.0% 63.0% 87.3%

High Yield 100.0% 44.3% 36.4% 63.1%

Low Yield 100.0% 78.5% 73.7%

Rand 
Hedge 100.0% 48.0%

Rand 
Tracker 100.0%



Rank Momentum Value Growth Low Volatility Quality Small Illiquid Yield Rand Hedge

1 DRDGOLD THUNGELA NASPERS NEPI MR PRICE ATTACQ KAROOOOO ARM BAT

2 HARMONY SASOL CLICKS HYPROP THUNGELA PAN AFRICAN RES MONTAUK EQUITES TEXTAINER

3 GOLD FIELDS EXXARO CORO RESILIENT FAMOUS BRANDS FAMOUS BRANDS TEXTAINER EXXARO ABINBEV

4 INVESTEC KUMBA FAMOUS BRANDS OUTSURANCE BYTES SOUTHSUN BYTES GROWTHPOINT INDUSTRIALS

5 INVESTEC PLC ANGLOPLAT WOOLWORTHS DISCOVERY CLICKS RCL FOODS HOSKEN THUNGELA BYTES

6 BIDCORP ABSA SHOPRITE SANTAM AVI JSE SANTAM LIGHTHOUSE SIRIUS

7 FORTRESS (B) SAPPI DIS-CHEM VUKILE PICK N PAY GRINDROD ARC REDEFINE MONDI

8 WBHO STANDARD BANK SUN INT REMGRO WOOLWORTHS ARC FAMOUS BRANDS RESILIENT QUILTER

9 SIRIUS ARM CAPITEC VODACOM TSOGO SUN DATATEC OCEANA NEPI KAROOOOO

10 RICHEMONT NEDBANK OUTSURANCE FORTRESS (A) ANGLOPLAT ALEXFORBES INDUSTRIALS MAS HAMMERSON

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 still include all the big gold miners with the rest being small/mid-caps with Richemont coming in at number 10. Value now includes 3 of the 4 major 
banks. Naspers is once again at the top of the growth list with the rest of the top 10 being consumer discretionary and financial services. Low volatility has 
increased the number of property counters to 5, with Vodacom now coming in at position 9.  From last quarter, Quality now contains only two resource 
counters with the rest being consumer focused. The top 10 dividend yield tickers are now largely constituted with property counters (7) and two resource 
counters with both being exposed to coal. The top 10 rand hedge again hold the typical large hard currency earning counters (BAT, AB inBev, Quilter) as 
well as offshore property counters.
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Datascience Corner

Back-tests provide an educated glimpse of historical style related investment opportunities. Consistent with the-

oretical framework of asset pricing, we view styles as risk-factors that explain returns. Therefore, by implication, 

style returns are risky and move stochastically across the performance spectrum. This means that historical analysis 

provides minimal insight about the future performance of styles, especially over the short-term. To this end, the 

27four Beta Solutions applies data science and econometric modelling to provide short to mid-term views on fu-

ture style performance. 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 variables in question are modelled to be 

inter-related. Once the system is modelled, recent data is fed into the models to estimate future performance using 

the style in question as well as the other styles present on the JSE.
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A summary of the results is presented graphically above. The figure shows the next quarters forecast for style per-

formance on the JSE and clearly shows that LSTM forecasts are more bullish than the VAR forecasts. LSTM is most 

bullish on growth and quality while VAR indicates superior performance of high dividend yield and value. 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 materialised and red means did not materialise) as well 

as presenting in the last two columns the VAR and LSTM’s next quarter forecast.

Style Prior Quarter VAR 
Forecast

Prior Quarter LSTM 
Forecast

Next Quarter VAR 
Forecast

Next Quarter LSTM 
Forecast

Momentum Positive Positive Negative Positive

Growth Neutral Positive Positive Positive

Quality Neutral Positive Neutral Positive

Value Positive Negative Positive Positive

Low Volatility Neutral Positive Positive Positive

Size Positive Negative Positive Negative

Dividend Yield Neutral Negative Positive Negative

Illiquidity Neutral Positive Neutral Neutral

Rand Hedge Neutral Positive Neutral Negative

JSE Neutral Positive Neutral Positive
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This information was prepared exclusively for the persons to whom it is addressed and their internal use. 
This information is private and confidential and unauthorised distribution or copying is prohibited. No 
part of this information may be reproduced, stored in a retrieval system, or transmitted in any form or 
by any means, electronic, mechanical, photocopying, recording or otherwise, without the prior written 
consent of 27four Investment Managers (27four).

This document does not constitute an offer to sell or the solicitation of an offer to purchase or subscribe 
for any shares or debentures or to invest in 27four Investment Managers and/or any related and/or inter 
related entities, nor shall it form the basis of any contract or constitute the provision of financial or in-
vestment advice

The information provided does not constitute investment, financial, accounting, tax or other advice. In-
vestors and prospective investors are required to make their own independent investigation and ap-
praisal of the business and financial condition of the company and the nature of the investments.

Some statements in this document are forward looking and involve risks and uncertainties. These in-
clude statements regarding amongst others, the future financial position, prospects, growth in markets, 
projected costs, estimates of capital expenditures and plans and objectives of management for the fu-
ture operation of 27four Investment Managers and/or any related and/or inter related entities. The actual 
performance could differ materially from these forward looking statements. Do not place undue reliance 
on these forward looking statements. 

No representation or warranty is made that any forward looking statement will come to pass and no 
reliance should be placed on any forward looking statement. No one undertakes to publicly update or 
revise any such forward looking statement. No statement in this document is intended to be, nor may be 
construed as, a profit forecast or a profit estimate. Actual results and outcomes may differ from the re-
sults derived due to exogenous market circumstances or information that was not made aware to 27four 
at the time of this information. 

Therefore, no responsibility is accepted by 27four for the treatment of any court of law including, but not 
limited to, tax and banking authorities, with regard to the outcome of any transaction proposed herein. 
Whilst this information has been made in good faith and every effort has been made to ensure the accu-
racy and completeness of the information contained herein, it is recommended that any the addressee 
perform its own due diligence so as to consider the proposal in the light of the addressee’s specific 
circumstances.

No representation or warranty, express or implied, is given by 27four, the company, or any of their sub-
sidiary undertakings or affiliates or directors, officers or any other person as to the fairness, accuracy or 
completeness of the information or opinions and no liability whatsoever for any loss howsoever arising 
from any use of this information or its contents otherwise arising in connection therewith is accepted by 
any such person in relation to such information. 

27four Investment Managers is an authorised financial services provider with license number 31045.
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