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Prosus
Pick n Pay
Clicks
NewGold ETF
Astral

ServiceNow
SPDR Gold Shares
Dominos
Amazon
Broadcom

Top 5 Domestic Holdings

Asset allocation

Domestic Equity 31%

Global Equity 29%

Property 3%

Bonds 13%

Cash 24%

Top 5 Global Holdings

Performance Period Fund Return Benchmark* Outperformance

6 Months -8.6% -11.1% 2.5%

1 Year -7.2% -10.1% 2.9%

Since Inception (annualised) -5.1% -6.5% 1.4%

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

Portfolio Manager: Gary Quinn / Walter Jacobs
Commentary for the Quarter ended 31 March 2020

Performance
For the quarter, the fund returned -12.4% vs. the Benchmark’s -13.5%. For the year, the fund has outperformed, returning -7.2% vs. the
Benchmark’s -10.1%.

Macro
Global markets had the worst quarter since Q4 2008, returning -21.1% in USD. Consensus earnings expectations have yet to be updated to
incorporate the effects of COVID-19, however, both the outbreak itself, as well as the secondary effects of lockdowns and social distancing
on the economy will have a meaningful negative impact on earnings in 2020, and likely beyond. The most important question for us to
understand is how long it will take companies to get their revenues back to 2019 levels. Once revenues have recovered, this will better
inform earnings expectations. Bond yields have collapsed, with US Treasuries now yielding 0.7% vs. last quarter’s 1.9%. A standard feature
of 2020 has been the flight to USD, at the expense of EM currencies. In addition, the oil price collapsed by -65.5% over the quarter.

In South Africa, the government has instituted a national lockdown, in an unprecedented move to arrest the spread of COVID-19. The fiscal
response to the outbreak, as well as the financial impact from the lockdown, will materially affect government debt and the country’s
growth prospects. In response to this, Moody’s downgraded our last remaining investment grade rating (largely priced in). While this will
likely result in about $2-4b being sold out of global bond indices, index providers have delayed the March rebalance to end-April. The local
market significantly underperformed EM peers, with the JSE Swix returning -23.3% in ZAR (-39.8% in USD vs. -23.6% for EM). The Rand was
the second weakest EM currency (after Brazil), losing -21.5% against the USD. Bond yields have increased significantly, ending the quarter
at 11.0% (vs. 9.0% at end-December). The SARB cut rates by 100 basis points over the quarter. As it stands, the market is not pricing in any
further rate cuts. Unfortunately, despite the best efforts of both government and the private sector, we expect there to be corporate
casualties. We see corporates that are small, unlisted and leveraged, with limited access to credit, as the most exposed.

Domestic Equity
The portfolio has outperformed the market, with the largest contributor to returns being the underweight exposure to Global Cyclicals. At
the stock level, having no exposure to Sasol, MTN and Absa added to performance. Changes over the quarter included selling out of
Anheuser Busch & BHP Group; and buying NewGold ETF. Property exposure was drastically reduced, having sold out of Redefine, Vukile &
Emira Property Funds.

Given domestic weakness, we continue to focus on higher-quality domestic names and expect the next 18 months to prove challenging for
local markets.

Global Equity
The offshore component was the largest contributor to returns over the quarter (+5.5% in ZAR)
Changes over the quarter included buying SPDR Gold Shares.
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