
A Primer on Detecting Accounting Fraud

Disclaimer: Steyn Capital Management (Pty) Ltd is a licensed financial services provider (FSP number 37550). Returns are not guaranteed and past performance is not necessarily indicative of future results. This document is for discussion purposes only and is
neither an offer to sell or a solicitation of an offer to purchase a security. Offers and sales will be made only pursuant to a confidential private placement memorandum in which the risks of buying and selling financial securities are disclosed in detail.



• Steyn Capital Management is a long term, value-orientated investment manager which manages approximately R12bn in listed equities across South Africa, Pan-
African, Frontier and Emerging Markets.

• Clients include US Endowments, European Family Offices, Insurance companies, Pension funds, Multi-Managers, HNWI’s, and the investment team.

• All strategies are run with the same long term, value-orientated philosophy and research-intensive methodology, and have been among the top performers in their 
respective categories since inception. As at 31 December 2022:
 Our SA long/short strategy has produced annualised net returns of 17.5% since its inception (May 2009), outperforming the  JSE ALSI TRI by 4.7% p.a. (in ZAR), with 23% 

average beta adjusted net exposure
 Our SA long only strategy has produced annualised gross returns of 19.2% since May 2009, outperforming the JSE SWIX/Capped SWIX TRI by 7.3% p.a. (in ZAR)
 Our Africa ex-SA strategy has produced annualised net returns of 5.3% since its inception (Sep 2011), outperforming the MSCI EFM Africa ex-SA TRI by 4.9% p.a. (in USD)
 Our Frontier strategy has produced annualised net returns of 3.0% since inception (Jan 2018), outperforming the MSCI FEM TR Index by 6.9% p.a. (in USD)
 Our Global Emerging Market long/short strategy launched Feb 1, 2022, and has outperformed the MSCI EM TR Index by 14.2% to date (in USD). 

• Our team of 15 includes 3 Portfolio Managers, 7 Analysts, an Execution Trader, Chief Operating Officer, Chief Administrative Officer and Head of Institutional 
Business.

• Team credentials include two CFAs, eight CA(SA)s, a CGMA, a Masters degree in Economics, and two Honours degrees in Financial Analysis & Portfolio Management, 
providing strong financial analysis and forensic accounting skills.

Firm Overview
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Portfolio Ma na ger: Andre Steyn, CA(SA), CFA

2001-2002: 
ANDERSEN MERGERS & 
ACQUISITIONS, NEW YORK

2002-2004:
ZIFF BROTHERS INVESTMENTS, 
ANALYST

2004-2008: 
TEMUJIN FUND MANAGEMENT 
UK, CEO & PARTNER



May to Dec 
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 Q1 2023

Total 
since 

Inception

Annualised 
since 

Inception

Steyn gross long book 39.13% 43.93% 7.21% 27.89% 30.96% 19.01% 15.68% 6.23% 7.44% 1.81% 4.65% 6.86% 78.14% 23.43% 0.87% 1348.44% 21.18%

Steyn gross short book -10.62% -8.36% 10.06% 1.27% 3.10% -4.35% 29.91% -17.75% -3.38% 30.78% 35.48% 19.80% -29.53% 15.00% 2.21% 56.65% 3.28%

Steyn net performance 28.21% 33.63% 5.67% 22.03% 22.55% 12.28% 22.53% -2.31% 5.14% 5.26% 9.74% 11.85% 51.04% 21.25% 1.48% 818.57% 17.28%

JSE All Share TRI 30.57% 18.98% 2.57% 26.68% 21.43% 10.88% 5.13% 2.63% 20.95% -8.53% 12.05% 7.00% 29.23% 3.58% 5.17% 447.52% 12.99% 4
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Steyn Capital SNN QI Hedge Fund net returns vs the JSE All Share Total Return Index (ZAR)

Steyn gross long book performance Steyn gross short book performance Steyn net performance JSE ALSI TRI

South African equity long/short strategy performance since inception
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Date / 
performance in USD

Sep-Dec
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 Q1 2023

Total 
since 

inception

Annualised 
since 

inception

Steyn NET return -2.81% 44.49% 28.92% 6.05% -22.85% -12.72% 66.01% -13.53% -10.05% -15.06% 34.17% -5.58% 4.13% 87.05% 5.55%

MSCI EFM Africa ex-SA TR Index -11.82% 41.13% 18.31% -5.76% -19.52% -7.91% 22.31% -12.95% 16.65% -4.80% 10.17% -21.65% -3.15% 1.65% 0.14%

Steyn net return includes a 50% impairment on Nigerian exposure, whereas the indices do not

Steyn Capital Africa ex-SA Strategy performance
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Steyn Capital Africa ex-SA Strategy net returns vs MSCI EFM Africa ex-SA TR Index (USD)

Steyn Capital Africa ex-SA Strategy (NET return) MSCI EFM Africa ex-SA Total Return Index



6

Steyn Capital Frontier Strategy Performance
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Steyn Capital Frontier Strategy net returns vs the MSCI FEM Total Return Index (USD)

Steyn Capital Frontier Strategy net return MSCI Frontier Emerging Market TR Index

Date/performance in USD 2018 2019 2020 2021 2022 Q1 2023
Total 
since 

Inception

Annualised since 
Inception

Steyn Capital Frontier Strategy net return -2.97% 10.58% -3.88% 16.03% -3.32% 2.04% 18.05% 3.21%

MSCI Frontier Emerging Market TR Index -14.44% 14.28% 0.83% 4.58% -17.85% 2.49% -15.96% -3.26%
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Steyn Capital Global EM Long/Short Strategy Performance
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Steyn Capital Global EM Long/Short Strategy net returns vs the MSCI EM Total Return Index (USD)

Steyn Capital Global EM L/S Strategy net return MSCI Emerging Market TR Index

Date/performance in USD Feb 2022 Mar 2022 Apr 2022 May 2022 Jun 2022 Jul 2022 Aug 2022 Sep 2022 Oct 2022 Nov 2022 Dec 2022 Jan 2023 Feb 2023 Mar 2023
Total 
since 

Inception
Steyn Capital GEM L/S Strategy 
net return

-3.56% 1.22% -4.73% 0.74% -9.16% 7.45% 0.26% 2.94% 2.37% 0.49% -1.32% -0.63% -0.46% 3.29% -2.11%

MSCI Emerging Market TR Index -3.01% -2.22% -5.55% 0.46% -6.59% -0.17% 0.45% -11.71% -3.09% 14.85% -1.51% 7.90% -6.48% 3.97% -14.41%
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Steyn Capital Global EM Long/Short Strategy Performance
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Steyn Capital Global EM Long/Short Strategy net returns vs the MSCI EM Total Return Index

Steyn Capital Global EM L/S Strategy MSCI Emerging Market TR Index Steyn GEM long book Steyn GEM short book

Date/performance in USD Feb 2022 Mar 2022 Apr 2022 May 2022 Jun 2022 Jul 2022 Aug 2022 Sep 2022
Total 
since 

Inception
Steyn Capital Global EM L/S Strategy net return -3.56% 1.22% -4.73% 0.74% -9.16% 7.45% 0.26% 2.94% -5.63%

MSCI Emerging Market Total Return Index -3.01% -2.22% -5.55% 0.46% -6.59% -0.17% 0.45% -11.71% -25.57%



Typica l short investments
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 Earnings manipula tion/Accounting Fraud

 Anticipa ted liquidity problems

 Flawed business models

 Overva lua tion due to a  fad

 Tool to accomplish a rbitrage

 25-30 single stock shorts

 Not va lua tion shorts!



• Forensic a ccounting a pproa ch to 
identifying fra uds

• Businessweek Study

Forensic Accounting Approa ch to Short Selling



Actua l ea rnings cycle

Ma rket 
expecta tion of 
ea rnings cycle

Reported ea rnings 

Forensic a ccounting a na lysis
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Accounting Policies Ma tter!

Change in revenue recognition wording from “on registration” to “on 
the earlier of registration or occupation” leads to a 32% rise in 
revenue, and a 37% rise in earnings
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2018

2.
83

South African ICT services company, formerly a  market 
da rling 

Became increasingly aggressive in its accounting

 It ultima tely emerged (in the Zondo Commission) there 
was a  culture of pervasive corruption in addition to 
accounting malfeasance and oversta ting of ea rnings

EOH: Ta king the sta irs up a nd window down

• “This is the 37th time we’ve delivered results with a HEPS growth of 20%+”

• “its not a cash problem, it’s a cash conversion problem”

• Frequent references to the limitations /“not liking” IFRS by the CFO

• Increasingly bizarre acquisitions in new business lines

Earnings ca ll highlights



Cash generation told a very different story to profit

PBT +39% YoY

CFFO -24% YoY

FCF is negative!

Problems a t EOH: Ea rnings qua lity issues



Inflated receivables and deteriorating collections 

Problems a t EOH: Ea rnings qua lity issues

WIP revenue +125% YoY

DSO from 83 to 98 days

(in ‘000’s…)



Problems a t EOH: Ea rnings qua lity issues
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Aggressive acquisition accounting 

70% of acquisition cost was 
for Goodwill…

3% of acquisition cost paid 
in net cash…
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Acquisition accounting continued…

Overly long amortization periods 

Normally over 3-5 years 

Problems a t EOH: Ea rnings qua lity issues

…Inflating earnings by 5%

Limited disclosure of 
acquisition details for 
majority of acquisitions…

+100% of 2016 profit 
growth driven by 2015/6 
acquisitions…
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EOH – how it ended
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The Russian Oligarch, the ripped pants and the solar company that wasn’t 

A Swiss Industrial Group producing coatings, materials and 
machines for high-tech industrial applications, known for its brand 
ambassador Niki Lauda and its supply of coatings to Formula 1…

…and the large stake acquired by controversial oligarch Viktor 
Vekselberg
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The Russian Oligarch and the thin film solar company that wasn’t 

The contribution margin on Work in Progress accounted for under 
Percentage of Completion miraculously went from 21% to 51%, and 
accounted for a third of EBIT



21

Other income, driven by investment speculation, was more than a third of 
reported EBIT

The Russian Oligarch and the thin film solar company that wasn’t 
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The company started capitalizing development costs in 2006, 
boosting earnings by 15%

The company started capitalizing development costs in 2006, 
boosting earnings by 15%

The Russian Oligarch and the thin film solar company that wasn’t 
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Old trick of using acquisitions to refill provisions, and then releasing 
them to earnings, boosting EBIT by more than 20%

The Russian Oligarch and the thin film solar company that wasn’t 
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Oerlikon– how it ended
Oerlikon went on to post losses of CHF422m in 2008, and CHF592m in 2009, and 
required an emergency rights issuance to avoid bankruptcy.
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EganaGoldpfeil 

“Der Globetrotter” Hans-Joerg Seeberger, 
Chairman and CEO of EganaGoldfeil
(Manager Magazin, 2004)

Listed in Hong Kong in 1993, and headed by charismatic founder 
Hans-Joerg Seeberger, EganaGoldpfeil built a portfolio of brands, 
including Goldpfeil, Madler, Pierre Cardin, Carrera, Junhans, Joop, 
Sioux and Salamander

Source: SMU School of Accountancy presentation, Accounting Fraud in Asia
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EganaGoldpfeil – The deception

And where did they get the money to invest in these wonderful promissory notes? They 
borrowed it – debt was up 150%.



27

EganaGoldpfeil – The deception

Increase in receivables drove DSO from 44 to 92 days
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EganaGoldpfeil – how it ended

European Egana Goldpfeil Files 
For Bankruptcy
09 Sept 2008 — The European holding company of Egana 
Goldpfeil, the Hong Kong-based luxury goods group that owns 
Salamander, Sioux and other brands,



• The Steyn Capital SNN QI Hedge Fund has significantly outperformed the market in 9 of the 10 largest monthly market drawdowns over 13 years,
and delivered positive performance in 6 of the 10

• Very low correlation of monthly returns with the JSE ALSI since inception (R2 of 15.6%)
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Equity-like returns with significantly lower volatility 
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