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Equity Holdings by Geography

USA 80%

Europe 14%

Asia 6%

Broadcom
Blackstone
Microsoft
Roche Holdings
Facebook

Top 5 Global Holdings

Asset & Sector Allocation

Cash 17%

Equity 83%

Consumer Goods 2%

Consumer Services 20%

Financials 8%

Health Care 14%

Industrials 9%

Technology 27%

Basic Materials 1%

Other 2%

Performance Period Fund Return Sector Average Benchmark

1 Year 18.3% 7.6% 14.2%

3 Years (annualised) 18.4% 9.0% 13.6%

5 Years (annualised) 14.0% 8.4% 11.6%

Since Inception (annualised) 16.7% 9.6% 13.5%

Portfolio Manager: Richard Pitt / Walter Jacobs
Commentary for the Quarter ended 31 March 2020

Performance 
The first quarter of 2020 has turned out to be a historic one – for all the wrong reasons. As COVID-19 has evolved into a global pandemic, large parts of the
world have been ushered into economic lockdown in an effort to slow the spread of the virus. Unsurprisingly, markets have been quick to respond to this
economic vacuum and in so doing, fell more than 30% in a mere 22 trading sessions. Rather ominously, the only other period in history that comes close to
such swift and precipitous declines, is during the 1929 crash and bear market that followed. With the MSCI World Index falling 21% the fund did far better on
a relative basis, declining by a more modest 12.9% in USD. Rand returns looked even better(+10.9%), due to the extreme depreciation in the ZAR over the
period. Last quarter, we argued that Rand strength (at around 14 to USD at that time) should be used as an opportunity to increase offshore exposure, sadly
this has proved to be even more necessary than what we could have imagined. Our investment approach has delivered more than 5 years of consistent top-
quartile performance, and a 10-year plus track record of strong alpha generation. Given heightened uncertainty facing markets, we believe our approach of
focusing on high quality business is more relevant than ever.

Global Macro
While there has been much debate about the length of the current economic cycle, the COVID-19 pandemic provides a clear answer - that this cycle will now
come to an abrupt halt. What started as a short-term disruption to the Chinese supply chain, has evolved into a collapse in demand that has been
precipitated by either a lockdown or social distancing response. While there is enormous debate around the appropriate response to the virus, there can be
no debate that the chosen course is having an extraordinarily negative economic impact. The US economy is 70% driven by consumer spending – roughly
US1.7 trillion a month. With a large part of that non-essential consumption vanishing, it is clear there will be a global recession this year – it is simply a
matter of how deep and long it will last. As economic activity drops, the thorny matter of servicing debt needs to be addressed. As interest rates have
continued to decline, global non-financial corporate debt has continued to grow to around 90% of GDP. Economic shocks will precipitate financial crises in
indebted industries and companies. This is particularly so in the energy sector, which is dealing with the collapse in oil (down 65%), as OPEC and Russia
couldn’t agree on supply constraints in the face of falling demand. With the expectation of bankruptcy to come, it is no surprise that Energy was the worst
performing sector, falling 50% over the quarter. Central bank responses to the crisis have been clear, with the Fed dropping its overnight rate to zero and
expanding its purchasing programs to provide liquidity. In addition, the US government has passed a $2 trillion stimulus package. While this is supportive
now, the price for all this stimulus will need to be paid eventually. Markets have begun to rally based on success in Europe in reducing the spread of the
virus. The US likely has some way to go, and many less developed markets after that. Getting on top of the health crisis is one matter, the associated
economic fallout is likely to be a more extended process.

Portfolio
The portfolio skew away from Energy, Materials and Financials has benefited performance over the quarter. This is driven by a desire to invest in companies
with high returns on invested capital, rather than blindly investing in optically cheap businesses, which often offer less intrinsic value than suggested. At a
stock level, the best performers were Domino’s Pizza (+10.6% in USD), Amazon (+5.5% in USD) and Microsoft (flat in USD). In some respect, social distancing /
work from home, plays to these companies – however we owned all of them before the crisis - for their own high-quality return characteristics. A PUT option
on the S&P100 also contributed to performance. As markets fell and volatility spiked, we took profits on half the protection. The worst performers were
ViacomCBS , APTIV and Ulta Beauty . Given the spike in volatility we have erred on doing less, rather than more, in terms of portfolio positioning. We remain
invested in companies that can weather the upcoming economic storm and emerge from it on the front foot.
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