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Each quarter, the Quarterly Commentary provides us with the opportunity to share our latest thinking and to discuss the 
investment case for securities held by the Funds. In this quarter’s commentary we discuss JSE Limited, a position held by the 
Funds since their inception and at quarter-end one of the Funds’ Top 10 share holdings. 

JSE LIMITED 

The Johannesburg Stock Exchange is 137 years old having been founded in November 1887 to facilitate capital raising for 
mining and financial companies during the South African gold rush. More recently the JSE itself listed on its own Main Board 
on 7 June 2006 after demutualising in 2005. The JSE operates as the primary securities exchange in South Africa, facilitating the 
listing, trading, clearing, and settlement of equities, bonds, and derivatives. Its key business divisions include Capital Markets 
(equities and bonds trading), Information Services (market data and analytics), Post-Trade Services (clearing and settlement 
through JSE Clear and Strate), and Issuer Services (supporting companies with listings and regulatory compliance). 

Why Own a Listed Stock Exchange? 

When analysing the JSE we find it helpful to compare it with its global stock exchange peers. Stock exchanges have generally 
been excellent businesses and investments. They tend to hold oligopolistic or monopolistic positions, have high margins, with 
low capital expenditure requirements, and high returns on investment. Over the last twenty years, investing in a basket of listed 
stock exchanges has been a highly lucrative strategy.  
 

Table 1: 20 Year Stock Exchange Total Return (in ZAR) (or since stock exchange listing, if sooner) 
 

JSE Peer Exchanges 

JSE LSE Nasdaq ICE Euronext 
Japan 

Exchange 
Group 

Deutsche 
Borse 

Bolsa 
Mexicana 

B3 
(Brazil) 

HKEX  
(Hong Kong) 

ASX 
(Australia) 

1596% 5727% 4604% 8937% 1522% 6912% 3856% 681% 366% 9500% 2271% 

Sources: Bloomberg, Contrarius Research. 
 
Additionally, they tend to outperform their local market indices. The below chart details the JSE and a number of its peers 
relative to their respective market indices. In each case, the stock exchange has materially outperformed its respective local market 
index. 
 

Chart 1: Performance of listed stock exchange companies relative to their respective  
local market indexes  

  
Note: 20-year chart data where available. Otherwise, data from inception. 

Sources: Bloomberg, Contrarius Research. 
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JSE’s Relative Valuation 

Stock exchanges tend to trade at lofty multiples, even compared to some of the most renowned companies globally. Below is a 
table of current EV-to-sales metrics of the JSE, its stock exchange peers and certain South African listed and global companies.  
 

Table 2: Enterprise Value to Sales Ratio  
 

JSE Peer Exchanges Global Company Comparisons 

JSE LSE Nasdaq ICE Euronext 
Japan 

Exchange 
Group 

Deutsche 
Borse 

Bolsa 
Mexicana 

B3 
(Brazil) 

HKEX  
(Hong 
Kong) 

ASX 
(Australia) Richemont Microsoft Meta 

Platforms Amazon 
Philip 
Morris 

Int. 

3.2 7.3 12.6 13.2 9.7 8.2 9.2 4.8 7.7 11.9 12.3 4.2 13.8 10.8 3.7 8.6 

Sources: Bloomberg, Contrarius Research. 
 
Stock exchanges’ high EV-to-sales multiples are justified by a track record of high earnings growth, high margins, market 
outperformance, and promising future prospects.  

We believe the JSE also fits this mould. Yet, fortunately, we’re able to invest in the JSE at about 11 times its next twelve months 
earnings. The JSE expects to pay out between 67% to 100% of earnings in dividends. Companies with high dividend payout 
ratios often sacrifice earnings growth in order to return cash to shareholders. We do not believe the JSE is such an example. We 
see the JSE as able to maintain a high payout ratio while simultaneously benefiting from secular growth, an attractive prospect 
for any investor. 

A low earnings multiple with a high dividend payout ratio, yet with reasonable growth prospects, sounds too good to be true. 
We believe this is in part due to the general pessimistic attitude towards ‘S.A. Inc’ shares, and in part to recent JSE specific issues. 
 
JSE’s Recent Difficulties 

The number of shares listed on the JSE has fallen drastically from its peak of over 600 to below 300. Its revenue from equity 
trading is lower than ten years ago. Its Primary Market revenues (from listings and secondary offerings) didn’t grow from 2015 
to 2023. And to make matters worse, an aggressive competitor (A2X) has entered the fray, putting an end to its near monopoly 
in equity trading. The stock exchange is not immune to South Africa’s challenges either. The South African economy has 
generally stagnated in recent years. While GDP grew at 4.5% per annum between 2003 to 2008, it grew at just 1.6% per annum 
from 2008 to 2018, and at only 0.5% per annum from 2018 to 2024. Consistent foreign capital outflows have also occurred, 
with the JSE equities market experiencing net outflows from foreign trading every year since 2015. 
 
JSE’s Challenges Are Not Unique 

However, these issues are neither insurmountable nor unique, as other listed exchanges have successfully overcome similar 
hurdles. For instance, the number of listed entities on the ASX has plateaued since 2007. UK domestic listings have shrunk from 
close to 3,000 domestic companies to closer to 1,600, and the number of Mexican listings has also nearly halved. Or take the 
inclusion of a new competitor—the ASX, LSE, Euronext, Bolsa Mexicana and others have all had new entrants disrupt their 
markets. A2X (the JSE competitor) went live in October 2017 with the backing of African Rainbow Capital. By comparison, 
the ASX and LSE’s competition comes from an established exchange group, CBOE (formerly BATS Global). A2X’s CEO notes 
that prior to the success of Chi-X Europe (now owned by CBOE), there were 23 failed attempts to compete against the LSE in 
the UK. This highlights how difficult it is to challenge the primary exchange. 
 
Why is it so challenging to compete against stock exchanges? 

Incumbents often benefit from inertia, along with regulatory and infrastructure advantages. One such example relates to the 
Official Closing Price. The official closing price of a listed security in most markets is determined by the closing auction on the 
primary listing venue. Passive investment vehicles and ETFs often require trading at the official closing price to minimise 
tracking errors. As such, the shift from active to passive investing has led to an increasing importance of the official closing price 
and the closing auction. Take, for instance, the LSE—despite intense competition from CBOE, it has maintained its dominant 
position, in part due to its monopoly in controlling the official closing price mechanism for UK securities. The JSE also benefits 
from this phenomenon. And the importance of the closing auction in South Africa has increased over time. 
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Chart  2: Market share of annual notional trade volumes by execution classification 

 
Note: The continuous category includes only volumes and trade types executed during continuous trading sessions 

(e.g. AT & XT). Auction includes only uncrossing trades across all auction sessions, and Reported includes 
only reported activity. 

Source: Johannesburg Stock Exchange, Contrarius Research. 

 

The JSE has other incumbent benefits ranging from a near-monopoly on primary capital raising, deeper liquidity, near-
monopolies on asset classes other than equities, and the benefits of being able to lower prices where A2X competes while raising 
prices elsewhere to compensate. 
 
What would a successful new entrant look like? 

We are not naïve to the possibility of A2X being a formidable competitor. While A2X currently only has a single digit percent 
share, it has an internal target of 20% to 30% market share within five years. We note the comparison with global new entrant 
peers: CBOE Europe has nearly a 25% market share across Europe, while CBOE Australia rapidly grew market share but has 
struggled to maintain a market share above 20%. Even when successful, the new entrant’s market share appears to plateau around 
this percentage. 
 

Chart 3: Cboe Australia: Market Share of Value Traded (trailing 12 months figures)  

 
Source: Bloomberg, Contrarius Research. 

 
Diversifying away from Equity Trading 

Historically, the JSE’s earnings were correlated with the average daily volume (ADV) of equities traded on the JSE. Given that 
ADV has shrunk in nominal terms since 2016, the JSE has been swimming against the tide. But as shown below, again, this is 
not specific just to the JSE. 
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Chart 4: Equities Average Daily Value Traded (US$bn, Log Scale)  

 
Source: Johannesburg Stock Exchange, Contrarius Research. 

 
Yet despite these headwinds, JSE revenue per share has increased nearly 50% over the last decade. The JSE has worked hard to 
find secular growth that does not just rely on a rebound in equities ADV, with a deliberate focus on maximising and monetising 
its proprietary data and other asset classes. Over the last five years, non-trading income has grown 81.5% and now accounts for 
about 38% of operating income. This growth has been led by investor services (including transfer secretarial services to issuers, 
share register maintenance, issuer communication, corporate action assistance, share scheme management etc), information 
services (fees tied to market data and indices) and colocation services (where high frequency traders, investment banks and 
institutional brokers locate servers in JSE data centres to minimise latency). 

Notably, 2023 was a key year with equities ADV shrinking considerably, yet JSE operating income grew. 
 

Chart 5: Building Resilience: JSE diversifying away from equities ADV  

 
Source: Johannesburg Stock Exchange, Contrarius Research. 

 
We believe there’s ample room for future growth from these divisions. 
 
What about South African economic growth? 

As we have discussed in previous Quarterly Commentaries, there are green shoots in the South African economy. These include 
the formation of the GNU, lower interest rates, stable inflation and reduced load shedding. The World Bank expects GDP 
growth to bounce back towards 1.8% per annum to 2028. We expect the JSE to be a significant beneficiary of a rebounding 
South African economy. 
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Average Daily Volume (ADV) 

The JSE's growth prospects in information services, investor services and asset classes outside of equity trading make it an 
attractive investment, even assuming a flat equities ADV. However, ADV appears particularly correlated with the VIX. With 
global conflicts and tariff uncertainty, the VIX has been strong in 2025. Consequently, year to date, ADV is up over 25%. As 
shown in Chart 5, the JSE grew operating income in FY2021, FY2022, FY2023 and FY2024 despite flat or declining ADV. We 
anticipate meaningful growth in operating income with ADV growth of 25%. 
 
CONCLUSION 

The JSE has been fighting a tide of negativity, but we believe that is about to change. In our view, we’re purchasing a secular 
growth story, at a near 6% dividend yield, with a strong balance sheet and on eleven times what we believed to be cyclically 
depressed earnings. For this reason, the JSE is the Funds’ top holding at quarter end. We believe the JSE exemplifies the type of 
opportunities available on the JSE.
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Contrarius BCI Equity Fund 
 

 
 
 
Notes: 
Portfolio holdings are provided on a look-through-basis.  
Sums may not total due to rounding.  

Fund Holdings as at 30 June 2025
Statement of Net Assets (Unaudited)

Security Market Value ZAR 000's % of Fund

South African Equity 26,114                          64.0
JSE 2,104                           5.2
Sun International 1,933                           4.7
Glencore 1,902                           4.7
African Rainbow Minerals 1,861                           4.6
Naspers 1,840                           4.5
Prosus 1,218                           3.0
Famous Brands 1,186                           2.9
Valterra 1,150                           2.8
PPC 1,047                           2.6
Spur 982                              2.4
Tsogo Sun 963                              2.4
City Lodge 726                              1.8
Southern Sun 718                              1.8
South32 690                              1.7
Nedbank 682                              1.7
Kumba Iron Ore 674                              1.7
Sasol 635                              1.6
Discovery 631                              1.5
Investec 599                              1.5
Harmony Gold Mining 597                              1.5
Italtile 568                              1.4
Aspen Pharmacare 526                              1.3
Standard Bank 520                              1.3
Positions less than 1% 2,362                           5.8

Foreign Equities 14,121                           34.6
Tesla 2,087                           5.1
Warner Bros. Discovery 1,866                           4.6
Paramount Global - B 1,714                           4.2
NVIDIA 1,394                           3.4
TSMC - ADR 897                              2.2
Fox - B 556                              1.4
Caesars Entertainment 516                              1.3
Positions less than 1% 5,090                           12.5
Total Equities 40,236                         98.6
Net Current Assets 578                              1.4
Net Assets 40,814                         100.0

Direct Assets 31,986                          78.4
Investments in CIS - Contrarius Global Equity Fund 8,827                           21.6

Net Asset Value per Share ZAR 1.0602
Shares in Issue 38,495,651                   
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Contrarius BCI Balanced Fund 
 

 
 
Statement of net assets for Contrarius BCI Balanced Fund continued on next page. 
  

Fund Holdings as at 30 June 2025
Statement of Net Assets (Unaudited)

Security Market Value ZAR 000's % of Fund

Equities
South African Equity 6,517                            37.3
JSE 523                              3.0
Sun International 483                              2.8
Glencore 475                              2.7
African Rainbow Minerals 465                              2.7
Naspers 460                              2.6
Prosus 304                              1.7
Famous Brands 296                              1.7
Valterra 286                              1.6
PPC 261                              1.5
Spur 245                              1.4
Tsogo Sun 241                              1.4
City Lodge 182                              1.0
Southern Sun 179                              1.0
Positions less than 1% 2,117                           12.1
Foreign Equities 6,923                           39.7
Paramount Global - B 634                              3.6
Tesla 617                              3.5
Warner Bros. Discovery 600                              3.4
NVIDIA 454                              2.6
Coinbase Global - A 298                              1.7
TSMC - ADR 275                              1.6
The Swatch Group - Bearer Shares 271                              1.6
Caesars Entertainment 257                              1.5
Kering 254                              1.5
Micron Technology 244                              1.4
Estée Lauder Companies 240                              1.4
ASML Holding - US listing 239                              1.4
Crocs 231                              1.3
Fox - B 216                              1.2
Intel 211                              1.2
Dell Technologies - C 200                              1.1
Positions less than 1% 1,683                           9.6
Total Gross Equities 13,440                         77.0
Equity-linked derivatives  (601)  (3.4)
Total Net Equities 12,839 73.5
Hedged Equities 601 3.4

Fixed Income Instruments
South African Fixed Income Instruments 2,168                           12.4
South African Government Bond 10 Years 1,703                           9.8
South African Government Bond <1 Year 465                              2.7
Foreign Fixed Income Instruments 149                              0.9
Positions less than 1% 149                              0.9
Total Fixed Income Instruments 2,317                            13.3
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Notes: 
Portfolio holdings are provided on a look-through-basis.  
Sums may not total due to rounding.  

Statement of Net Assets (Unaudited) (continued)

Security Market Value ZAR 000's % of Fund

Commodity-linked Securities
South African Commodity-linked Securities 973                              5.6
NewGold Issuer 973                              5.6
Foreign Commodity-linked Securities 143                              0.8
Positions less than 1% 143                              0.8
Total Commodity-linked Instruments 1,116                             6.4
Total Securities 16,873                          96.7
Cash and Other Net Current Assets 583                              3.3
Net Assets 17,456                          100.0

Direct Assets 10,114                          57.9
Investments in CIS - Contrarius Global Equity Fund 3,702                           21.2
Investments in CIS - Contrarius Global Balanced Fund 3,640                           20.9

Net Asset Value per Share (Class A) ZAR 1.0842
Shares in Issue (Class A) 16,100,000                   
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Contrarius BCI SA Equity Fund 
 

 
 
Notes: 
Sums may not total due to rounding. 

Fund Holdings as at 30 June 2025
Statement of Net Assets (Unaudited)

Security Market Value ZAR 000's % of Fund
JSE 934                              8.0
Sun International 857                              7.3
Glencore 842                              7.2
African Rainbow Minerals 825                              7.0
Naspers 815                              6.9
Prosus 540                              4.6
Famous Brands 525                              4.5
Valterra 510                              4.3
PPC 463                              3.9
Spur 436                              3.7
Tsogo Sun 427                              3.6
City Lodge 322                              2.7
Southern Sun 318                              2.7
South32 305                              2.6
Nedbank 302                              2.6
Kumba Iron Ore 299                              2.5
Sasol 282                              2.4
Discovery 280                              2.4
Investec 265                              2.3
Harmony Gold Mining 265                              2.3
Italtile 252                              2.1
Aspen Pharmacare 233                              2.0
Standard Bank 230                              2.0
Thungela Resources 168                              1.4
Gold Fields 136                              1.2
Spar 120                              1.0
Positions less than 1% 615                              5.2
Total Equities 11,566                          98.5
Net Current Assets 179                              1.5
Net Assets 11,746                          100.0
Net Asset Value per Share ZAR 0.9991
Shares in Issue 11,756,287                   
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 Important Information for Investors.  
Boutique Collective Investments (RF) (Pty) Ltd. (“Manager”) is a registered Manager of the Boutique Collective Investments Scheme, 
approved in terms of the Collective Investments Schemes Control Act, No 45 of 2002 and is a full member of the Association for Savings 
& Investment South Africa (“ASISA”). Contrarius Investment Services (South Africa) (Pty) Ltd. (“Investment Manager” or “Contrarius South 
Africa”) (FSP48937) is an authorised financial services provider with the Financial Sector Conduct Authority of South Africa in terms of 
the Financial Advisory and Intermediary Services Act (“FAIS”) and is a member of ASISA. 
Collective Investment Schemes in securities are generally medium to long term investments. The value of participatory interests may go 
up or down and past performance is not necessarily an indication of future performance. Movements in exchange rates may also cause 
the value of underlying international investments to go up or down. The Manager does not guarantee the capital or the return of a 
portfolio. Collective Investments may be closed to new investments at any time in order for them to be managed according to their 
mandates. Collective Investments are traded at ruling prices and can engage in borrowing and scrip lending. A schedule of fees, charges 
and maximum commissions is available on request. The Manager reserves the right to close the portfolio to new investors and reopen 
certain portfolios from time to time in order to manage them more efficiently. Additional information, including application forms, annual 
or quarterly reports can be obtained from the Manager, free of charge. 
Performance fees are calculated and accrued on a daily basis based upon the daily outperformance, in excess of the benchmark, 
multiplied by the share rate and paid over to the Investment Manager monthly. Performance figures are provided by the Investment 
Manager and are for lump sum investments, using NAV-NAV with income distributions reinvested. Income distributions are declared on 
the ex-dividend date. Actual investment performance will differ based on the initial fees charge applicable, the actual investment date, 
the date of reinvestment and dividend withholding tax. 
The Manager retains full legal responsibility for the third party named portfolio. Although reasonable steps have been taken to ensure 
the validity and accuracy of the information on this report, the Manager and Investment Manager do not accept any responsibility for 
any claim, damages, loss or expense, however it arises, out of or in connection with the information in this report, whether by a client, 
investor or intermediary. This report should not be seen as an offer to purchase any specific product and is not to be construed as advice 
or guidance in any form whatsoever. Investors are encouraged to obtain independent professional investment and taxation advice before 
investing with or in any of the Manager’s products. 
Information and content.  
This report has been prepared by Contrarius South Africa in its capacity as the investment manager of the Contrarius BCI Equity Fund, 
Contrarius BCI Balanced Fund, and Contrarius BCI SA Equity Fund (together, “Contrarius South Africa Funds”, or the “Funds”). This report 
has been prepared for general information only, and does not constitute personal financial advice nor a recommendation to buy, sell or 
hold, nor an offer to sell or a solicitation to buy or hold units in the Funds, securities mentioned in it or any other interests. The report 
has been prepared without taking into account your objectives, financial situation or needs. Before acting on any such information, you 
should consider the appropriateness of the information provided in the report, and the nature of the relevant financial product having 
regard to your objectives, financial situation and needs.  
The report is current as at the date of publication, is given in good faith and has been derived from sources believed to be reliable and 
accurate. The information and materials contained in this report including all terms, conditions, and descriptions are subject to change 
without notice. Any views expressed in this report reflect the current views of Contrarius South Africa, and not that of the Manager, and 
do not necessarily represent the view of any other members of the Contrarius Group. The views expressed may change without notice 
or liability. Other than for information on the Contrarius Group or the Funds, Contrarius South Africa, the Manager, nor any of their 
related parties, have independently verified any information in this communication. Subject to applicable law, neither Contrarius South 
Africa, the Manager, nor any of their related parties, directors or employees, provide any warranty of accuracy, completeness, 
reasonableness or reliability of this information, or accept liability or responsibility for any losses, whether direct, indirect or 
consequential, relating to, or arising from, the use or reliance on this information. This report has not been prepared in accordance with 
legal requirements designed to promote the independence of investment research. Entities and employees of the Contrarius Group are 
not subject to restrictions on dealing in relevant securities ahead of the dissemination of this report.  
Permission to Access.  
The information in this report is not intended for, and may not, without the express consent of the Contrarius South Africa, be distributed 
to or relied upon by any other person, including without limitation, any advisory or other client of the recipient. It may not be complete 
and up to date for the purposes of investors of the Funds. This report and its contents have not been reviewed by, delivered to or 
registered with any regulatory or other relevant authority in any jurisdiction. This report is intended for limited distribution and only to 
the extent permitted under applicable laws in any jurisdiction. No representations are made with respect to the eligibility of any recipients 
of this report to acquire interests in securities under the laws of any jurisdiction. The Funds have not been registered under the laws of 
any jurisdiction outside South Africa. The Funds may not be offered or sold in the United States of America or to ‘U.S. Persons’ (as defined 
in ‘Regulation S’ of the Securities Act of 1933, as amended).  
Contact.  
Correspondence in relation to Contrarius South Africa’s business or enquiries about the Funds can be addressed to: Ground Floor Office, 
Oakdale House, The Oval Newlands, 1 Oakdale Road, Newlands, 7700, or clientservice@contrarius.co.za.  
 


