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Equity Holdings by Geography

USA 83%

Europe 9%

Asia 8%

Broadcom
Autozone
Intel Corp
BlackRock
Accenture

Top 5 Global Holdings

Asset & Sector Allocation

Cash 8%

Equity 92%

Consumer Discretionary 21%

Financials 11%

Health Care 13%

Industrials 14%

Energy 1%

Technology 32%

Performance Period Fund Return Sector Average Benchmark

1 Year 19.8% 28.3% 24.7%

3 Years (annualised) 21.8% 18.8% 21.7%

5 Years (annualised) 15.4% 10.6% 12.6%

Since Inception (annualised) 17.1% 11.8% 15.2%
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Performance
The fund had a good quarter gaining 5.9% in USD terms and was ahead of both the World Index return of 4.9% and the All Country World Index return of
4.6%. A minor depreciation in the Rand over the period resulted in a 6.6% gain for the fund in local currency terms. Over the last year the fund gained 44% in
US$ terms and 20% in ZAR terms. Over 5 years the fund has compounded at an annualized rate of 15.3% in US$ and has generated 2% of annual alpha
(excess return) over the World Index. Since inception, the fund has delivered an annualised return of 11.5% in USD (17.1% in ZAR) – steadily outperforming
the MSCI World Index’s 9.4% in USD (15% in ZAR) over the same period. Our investment approach has delivered more than 6 years of consistent top quartile
performance with a 10 year plus track record of strong alpha generation.

Macro
The key feature of the first quarter was a value led equity market rally and linked with that rising bond yields as consensus builds for a strong reflation led 
recovery in global economies. This has been driven by almost unheard-of levels of monetary stimulus with M2 money supply running at an annualized rate 
of over 25%. The expansive rollout of vaccinations as well as the prospect of further fiscal stimulus has also contributed to a risk on rally in stocks based on a 
fast return to normal environment. Fast forward a year and the World Index has rather astonishingly rallied 80% plus from its March 2020 lows and is almost 
20% above the levels it was trading before the Covid pandemic shuttered the world. Given all the monetary stimulus and a bounce back in growth, attention 
is now being keenly focused on inflation risks. Accordingly, the 10-year US Treasury yield has run up from its August low of 50 bps to about 170 bps 
currently. This steepening in the yield curve is beneficial for financials which was the second strongest sector over the quarter gaining 16%. Strong 
commodity prices also helped value stocks generally and a 22% run in oil over the quarter drove the energy sector to the best performance of 30%. At the 
other end of the scale the Technology sector delivered a very subdued return of 2% over the quarter lagging the S&P500 by 400 bps. Many people are 
getting excited about a revival of the “Value” over “Growth” style. If growth is not scarce due to broad reflation, then indeed this can play into the Value 
strategy. Having said that it is also interesting to note that “value” is largely risk and low quality on the one hand; and energy and financials versus 
Technology on the other – the very two sectors that likely are most at risk from disruption from technology over time. It hardly seems obvious that betting 
on some kind of “reversion to the mean” makes sense in these industries.     

Portfolio
Being underweight Value, Energy, Financials, Small Cap and Risk were all handicaps to performance over the quarter. Notwithstanding this we still managed
to exceed the market return. The top performers over the quarter were Intel, AutoZone and Twitter. The fund also benefited from a huge rally in Viacom
into which we sold a 3rd of our position before it fell heavily as a result of the collapse and forced selling of a leveraged family office fund. The laggards over
the quarter were “software as a service” vendor ServiceNow, pharmaceutical and diagnostic developer Roche, and Apple. As the market gets more
extended from a valuation perspective and more momentum is building in hypergrowth profitless companies, value, low quality and high risk; we think very
attractive opportunities are presenting themselves in the areas of cyclical, discarded and ignored quality companies. Two recent investments are
homebuilder NVR – a high return steady compounder that continually uses its cash to reduce its share count and trades at a 1/3rd discount to the market –
and aerospace and defense contractor Lockheed Martin – a high quality compounder that is valued as if its returns on invested capital will collapse to a
quarter of its long run trend. More than ever, we are finding very attractive opportunities in what has become the ignored area of quality companies in the
market. We believe these offer very attractive risk reward opportunities in the current investment climate.
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