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Protea Capital’s refined process
finds good ideas, locally and abroad

Jean Pierre Verster's quantamental diversified long/short strategy delivers
convincing returns across South African, global and worldwide funds

rotea Capital Management, headed

by Jean Pierre Verster, has come

through the first three quarters of

2025 with pleasing performance
across its funds, in particular its global man-
dates.

Protea’s multi-domiciled hedge fund range
includes rand-based South African, global,
and worldwide funds, and an offshore in-
ternational fund with US dollar, euro, and
British pound classes, which is Section 65 ap-
proved for the South African market.

Verster takes a long/short approach, with
a core strategy of being long undervalued
equities and short overvalued equities while
ensuring sufhcient diversification to guard
against inappropriate concentration risk. Eq-
uities are selected via a “quantamental” ap-
proach, combining traditional fundamental
analysis with quantitative techniques.

“Both the South African and global mar-
kets have shown similar dynamics this year,
albeit driven by different sectors. Returns
have been very narrow, with gold driving the
domestic market and Al the focus in global
developed markets,” he says.

The Malta-domiciled Protea International
Hedge Fund SICAV has added 42.61% to the
end of September, in US dollars. It is a net an-
nualised 5.14% higher since its January 2022
launch.

The Protea Global FR Retail Hedge Fund
has gained 32.95% this year, while the Pro-
tea Worldwide Flexible FR QI Hedge Fund
(which combines Protea’s global and SA
portfolios) is 16.82% higher, with this year’s
dollar weakness a headwind to these rand-
denominated funds.

Protea Global and Protea Worldwide have
gained a respective 10.55% (September 2017
launch) and 11.18% (October 2015 launch)
annualised since inception.

The Protea South Africa FR Retail Hedge
Fund has added 9.3% this year, or 10.99% an-
nualised since launch in July 2017.

Protea’s portfolios are diversified, with
around 100 positions in the South African
fund and 150 in the global book, and a com-
bined 250 positions in the worldwide fund.

Geographically, Protea’s global portfolios
are diversified across developed markets, with
the US at around 15% of net exposure. By
sector, healthcare, financials and consumer
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discretionary stocks have the biggest weight-
ings, as well as industrials and real estate in the
domestic funds.

“The major driver of strong performance
across the funds has been our stock picks,
particularly on the long side,” says Verster.
“Globally, we have benefited from the Al
theme, or semiconductor equipment manu-
facturing to be exact, while our South African
portfolio has benefited most this year from
special situations.”

Protea also took significant European
banking exposure in the first quarter 2023,
which has performed particularly well, put-
ting the funds well ahead of global equity

Protea Worldwide Flexible FRQI

Hedge Fund

Portfolio manager: Jean Pierre Verster

Strategy: Worldwide long/short equity

(long bias)

Prime broker: RMB, Absa and Morgan

Stanley UK

Administrator: Apex Fund Services South

Africa

Manco: FundRock Management Company
Opentoinvestment: Yes
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markets this year.

“The breadth and depth of our investment
analysis across regions and sectors continues
to support idea generation on both the long
and short sides,” Verster says, adding that de-
spite bullish global markets, its short books
have broken even this year. “We remain fo-
cused on applying our process consistently,
with a strong emphasis on capital preserva-
tion, valuation discipline, and diversification.”

Looking ahead, Verster says the Al theme
seems “to be getting a bit frothy”, noting that
a number of leading Al players are undertak-
ing related deals.

“There is a measure of circularity emerg-
ing in the AI space,” he says. “OpenAl is
taking stakes in chip producers, Nvidia is
taking stakes in companies that buy their
chips. When companies start to finance their
customers, it requires increased vigilance. It
could indicate an Al bubble.”

In South Africa, while the local market has
surged this year on the back of a small group
of resource shares, Verster notes that the SA
fund’s more balanced exposure has delivered
steady results, avoiding gold miners and gen-
erating gains from special situations.

“Index gains mask the particularly
strong performance of gold miners, as well
as Naspers, telecoms and more recently,
PGMs,” he says. “SA Inc, particularly indus-
trials, banks and domestic retail, have not per-
formed well.”

Protea remains focused on identifying
high-quality, attractively valued companies
across a range of sectors, supported by selec-
tive short exposure.

“Special situations have boosted returns
in South Africa. Sometimes it’s a question of
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Protea South Africa FR Retail Hedge
Fund

Portfolio manager: Jean Pierre Verster
Strategy: SA long/short equity (long bias)
Prime broker: RMB and Absa
Administrator: Apex Fund Services South
Africa

Manco: FundRock Management Company
Opentoinvestment: Yes



shareholder activism, or just doing our re-
search to achieve conviction on certain out-
comes. We have been able to take advantage
of deal spreads and lock in gains.”

One such example is Barloworld, the in-
dustrial processing, distribution, and services
company, which is in the process of being
acquired by Saudi Arabia’s Zahid Group.

Barloworld shareholders accepted a stand-
by offer of R120 per share, yet the Newco’s
advisers planned to deduct the R1.20-per-
share June dividend from the offer price and
pay just R118.80 per share.

Shareholders, including Verster, were sur-
prised when this came to light, noting that it
had not been in any of the SENS announce-
ments. In early October, he took the issue to
the Takeover Regulation Panel (TRP), which
quickly ruled that the correct amount payable
to Barloworld shareholders was the full R120
per share.

“In the case of Barloworld, R1.20 per share
makes a big difference to returns,” he says.
“We are pleased with the outcome and the
quick action of the TRP. It’s a reminder that
shareholders should always be vigilant in en-
suring that their rights are not infringed on.”

Another example is that of South African
pharmaceuticals company Adcock Ingram,
whose shareholders voted in October in fa-
vour of Indian company Natco Pharma’s
R4.2 billion bid for a major stake, paving the
way for the group’s delisting from the Johan-
nesburg Stock Exchange. In September, the
company paid a final dividend of R1.65 per
share for the year ended June 30, 2025.

“We anticipated they would pay a final
dividend, which the rest of the market did
not, and we were able to lock in an attractive
return,” says Verster.

The portfolio has also benefited this year
from acquiring shares in commercial proper-
ty investor and operator MAS plc via a partial
tender offer.

The Protea approach is to be short com-
panies that do not have a competitive advan-
tage, and Verster notes that this has included
gold miners, which have rallied in 2025.

“Notwithstanding our strong returns, we
have been short gold miners,” he says. “Our
view is that current margins earned by these

miners are unsustainable.
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Protea Global FR Retail Hedge Fund

Strategy: Global long/short equity (long
bias)

Portfolio manager: Jean Pierre Verster
Prime broker: RMB, Absa and Morgan
Stanley UK

Administrator: Apex Fund Services South
Africa

Manco: FundRock Management Company
Opentoinvestment: Yes
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“In this environment, some of our shorts
have detracted from performance but not too
meaningfully. We maintain a diversified ap-
proach with a large number of positions, and
our starting weights are very small. We can
go short something that doubles in price and
yet still remain within our risk parameters.”

The Protea team has been together for six
years. Verster is at the helm, bringing a quali-
tative perspective and proven track record as
a fund manager, while Dr Shinhye Chang
is senior data scientist, with a focus on the
quantitative side.

Edrich Jansen heads business development
with Deborah Brennan as head of operations
and Cecile Hechter in client services and op-
erational support.

Protea has also recently fine-tuned its
portfolio construction process. “Our attri-
bution analysis showed we were negating
some good stock-picking with sub-optimal
position sizing. Recently, we have tweaked
our portfolio construction process so that we
are not ‘cutting the flowers and watering the
weeds’,” he says. “We want to let the winners
run and be slower to add to losing positions.
This has benefited returns.”

Protea International Hedge Fund

SICAV

Portfolio manager: Jean Pierre Verster
Strategy: global long/short equity

(long bias)

Prime broker: Absa

Administrator: Apex Fund Services
(Malta)

Manco: FundRock Management Company
(SA representative)

Opentoinvestment: Yes
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Protea has assets under management of R1
billion. Positive performance has offset net
outflows in 2023 and 2024, leaving assets flat
in the last couple of years.

The company is optimistic about inflows,
with the funds available on a range of LISP
platforms. They have also recently been add-
ed to three DFM model portfolios.

In line with anticipated growth in AUM,
it is currently recruiting an experienced busi-
ness development manager in the Western
Cape, ideally looking for someone with five
years” experience in a similar role and a good
knowledge of hedge funds.

Verster is pleased to see growth in the
hedge fund industry, with new inflows com-
ing particularly from the retail sector, which
is his current investor base.

He notes that the industry was quick to re-
spond to a National Treasury document, is-
sued late last year, which has tax implications
for hedge funds. It proposed separating hedge
funds from the CIS framework, considered
turnover-related taxation as well as doing
away with Section 42 transfers.

“The good news is that Treasury seems to
have taken our feedback to heart, although
we are still waiting for clarity on the final
outcome,” he says. “We welcome the oppor-
tunity to comment on any issue that impacts
the broader savings industry. Some of these
issues are not strictly hedge fund issues, but
we need to respond and educate stakeholders
about any potential implications and knock-
on effects.”

Another long-running issue is that of
Board Notice 90, which still prohibits long-
only collective investment schemes from al-
locating to hedge funds, putting it at odds
with Regulation 28 of the Pension Fund Act.

“South African hedge fund regulation has
been in place for 10 years and still the legis-
lation has not been harmonised, unlike with
the EU and UCITS hedge funds, where it
happened almost simultaneously. In South
Africa, the man in the street can invest in
hedge funds but professional fund manag-
ers in long-only investment schemes cannot.
The pushback from the industry has been to
at least use the conservative portfolio limits of
Reg 28, so we wait to hear from the regulator
on that.”

Having made solid progress in this year’s
bullish markets, Verster stresses the funds’ re-
silience in bear months, with a track record
of limiting deep drawdowns and delivering
positive outcomes even when indices fall.
Since inception, Protea Worldwide has also
outperformed the long-only ASISA World-
wide Multi-Asset Flexible category average.

“Data over the past nine years shows our
portfolios have consistently cushioned the
downside [of broader market moves] and
captured the upside,” he says. “That is exactly
what hedge funds are designed to do, and
why they have such an important role to play
in investor portfolios.”
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