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Commentary for the Quarter ended 31 December 2019

Performance
For the quarter, the fund outperformed, returning 4.4% vs. the Benchmark’s 2.5%. For the year, the fund also outperformed, returning 12.4% vs. the
Benchmark’s 9.5%.

Macro
Global markets had a positive quarter, returning 8.6% in USD. The US continues to do well, particularly large branded corporates. The change in global
earnings growth expectations was 2.2% for 2019. Bond yield are still pricing in negative real rates, while equity ratings are neutral to elevated,
specifically in the US. Within equity, there has been a massive divergence between tech & global brands, and other sectors.

In South Africa, government debt levels and the possible loss of our remaining investment grade rating has been fully discounted by fixed income –
which has been going on for three years, so nothing new. Where our government bonds trade, they have already priced in a default. The biggest
surprise has been how strong the rand has been this year. Issues at Eskom have further weighed on investor sentiment. Of course, by far the biggest
impact these issues have had is on the earnings prospects of domestic companies. Despite this, local markets performed well over the quarter, gaining
4.8% in ZAR. The Rand also appreciated over the quarter, gaining 8.1% against the USD. Bond yields have remained flat, ending at 9.0% at end-December
(vs. 9.0% at end-September), and the SARB kept rates flat over the quarter. The market is pricing in at least one more 25bps cut in interest rates over the
next 12 months.

Asset Allocation
The best performing asset class over the quarter was Domestic Equity, followed by Global Equity. While Global Equity performed well in hard currency
terms, this performance was diminished due to ZAR appreciation over the quarter.

Domestic Equity
Specific domestic stock performers were Astral Foods, (+47.7% QTD), Clicks (+19.4% QTD) and Anglo American Platinum (+43.2% QTD). Changes over the
quarter included selling out of Hyprop and replacing it with Investec Australia Property.

In anticipation of a South African rebound, we see a plausible solution to Eskom as the largest hurdle. Should we see any resolution on this issue, we
would aim to further increase exposure to SA domestic names.

Global Equity
The Global component of the portfolio contributed to performance, despite Rand strength. Specific stock performers were Apple (+31.5% in USD),
United Health (+35.8% in USD) and Dominos Pizza (+20.4% in USD).
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Asset allocation

Domestic Equity 48%

Global Equity 28%
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Bonds 10%
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Performance Period Fund Return Benchmark* Outperformance

6 Months 2.9% 2.5% 0.4%

1 Year 12.4% 9.5% 2.9%

Since Inception (cum.) 4.3% 1.4% 2.9%

*Benchmark: Average of the SA Multi Asset High Equity ASISA category, calculated over a 1-year rolling period 
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