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SUFFERING FROM COGNITIVE DISSONANCE

Real-world experience Capital markets

A Job losses A Rapid recovery

A Business failures A New all-time high

A Restriction of movement A Tech sector fervour

A -ve economic data
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INVESTING IN A
ZERO INTEREST
RATE WORLD



INVESTING IN A ZIRPWORLD

US FFR ———  SP500 P/E Ratio(Rhs) Rate-cutting cycles

S&P500 P/E vs
Federal Funds 25 35
Rate

(50 years)
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PUSHING EVERYONRBRIJP THE RISK CURVE

14

12
X

4 10
pa—
-
et
O
e
o

S 8
o=
©
z

- 6
T
w©
-
Ima

S 4
£ .
=

2

0

Historical returns vs risk, %
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MASSIVE RETAIL INVESTOR SPECULATION

Options trading has = Calls == Puts
exploded this year

Number of put and call
option contracts traded
In the US each day (m)

30
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MASSIVE RETAIL INVESTOR SPECULATION

% of total amount

raised by sector

Data as of 2020/12/31 Sector %
based on proportion of gross
proceeds excluding SPACs
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9% of Total Offer Amount

Sector

B soac
Consumer

B Consurmer Diees

B Corsumer Siacles

W Sres,

B Frencals

B oo

. néustnaly

. e Tech

B Materais
Real Estate

W Telecon~
UUities



|
7 6& C6C?C 22H , .+, A82(> 6% 8 >

FOMO > calculated risk-taking
Narratives > fundamentals

Bull cases= base cases



Outcome

A Favour grounded valuations

A Stay clear of momentum names

V. OWN : Facebook, Alphabet, Amazon
X AVOID: Airbnb, Zoom, Uber




HEALTH OF THE
US CONSUMER



THE WALL STREET JOURNAL Y '\'

Covid-19 Upend

Amer | ca
Just Not—-lh the Wayfs'i'

A PV R
(>

We Expected A

v
.

) » ~ " -
i - . )
4 / A — \J‘,.' \
L ) SN !
4 7 | :

4 ‘\ A )
~ » r‘
2y )
- : P ) #
/ . W
4 .:, 3 4 » - ‘..'r
- - .
4 rlw'\.z’: . r
Sy
._':"!1 & ¥
Ml ]
/""r' ’ “ \\/ } \")
E3 ‘ 8 )
£k ¢ v Loy
&3 YRS 5 eh:
g & :3\1‘\ S /



Stimulus checks put extra $ in her pocket
She bought stocks after the crash

Refinanced her mortgage at 3%



Median household checking Average interest rate on a 30- Average U.S. FICO score
account balance in 2020, chance year fixed mortgage
from a year earlier

National Stimulus 20%  RECESSION 715
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US$1TN CONSUMER FIREPOWER

US Personal Savings Rate (%)
(5 years)
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US$1TN CONSUMER FIREPOWER

US total savings deposits at all institutions
(5 years)

$13 000
$12 000
$11 000 Americans have saved
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US$1TN CONSUMER FIREPOWER

US$1tn = 5% of US GDP



Q QOutcome

—O A Favour consumer-facing cyclicals

)/ b V OWN : US financials, Healthcare, BEACH stocks
X AVOID: Major index-tracking ETFs
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Non-Merger Antitrust Enforcement

U.S. DOJ, 1970-2016
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Startups as Share
of All Businesses
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THE FANG TAX

40cof every US$ raised in venture funding is
spent onGoogle, Facebook & Amazon.

Breaking these companies up would
effectively have same impact as a tax cut



ANTITRUST WILL LEAD TOVALUE CREATION!

WhatsApp (Facebook)
65bn messages sent everyday

Essentially unmonetized

AL
"iEramazon

17 webservices

AWS (Amazon)
Growing at 30% pa
40% market share

AMZN trades at 4.5x sales

a

Google Cloud

Google Cloud (Alphabet)
45% YOoY revenue growth

Alphabet trades at 6.5x sales



Q Outcome
—O A Buy weak sentiment

)/ b V OWN : Facebook, Alphabet, Amazon
X AVOID: SaaS stocks trading at 30xplus sales




WRAPPING IT UP

nn AXN| Z~ - A°° X3 Z-327]«NX " @m Ao Z XT
Should continue to outperform over long term
Avoid current instances of overenthusiasm

ZIRP having noticeable impact on some valuations

>> Cyclical end of market pricing in continued pain
Stimulus & inflation will be the inevitable catalysts here

This is where the opportunity lies!

>> Regulatory developments will yield opportunities

Antitrust measures likely to unlock shareholder value



ASSET ALLOCATION AND
FIXED INCOME

NOLAN WAPENAAR | CHIEF INVESTMENT OFFICER

NAVIGATING
CHANGE




GLOBAL MACRO ENVIRONMENT

Fiscal Stimulus
Monetary Stimulus




FED BALANCE SHEET (USD BN)
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FED BALANCE SHEET (USD BN)
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WORLD GROSS DOMESTIC PRODUCT,

CONSTANT PRICES (%YOQY)
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SOUTH AFRICAN MACRO ENVIRONMENT

-4

Running out of Regaining )
money > X-°KXzZz® ©°93A°°




SOUTH AFRICAN MACRO ENVIRONMENT

WAGE ESKOM
SETTLEMENTS
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ASSET ALLOCATION

Current Stance

Expected Returns

Asset Class Benchmark Weight (%) . (local currency) (%)
Negative Neutral Positive

LOCAL
Equity 52 11.0
Bonds 16 O 8.8
Listed Property 6 @ 8.6
Cash 4 O 3.3
Alternatives* O 10 to 15
Rand/US$ (rand marginally stronger) +2.40
GLOBAL
Equity 13 O 5.0
Government Bonds 1 O 0.4
Corporate Credit 3 @ 1.2
Listed Property 2 O 2.5
Cash 1 O 0.0
Alternatives* O 5 to 10

*Alternatives includes hedge funds, protected global equity structured products and physical property.
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RAND VIEWS
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RAND VIEWS

Actual ZAR/USD vs. ZAR PPP Model
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REAL YIELDS IN SA VERSUS THE WORLD
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SA BONDS

Volatile Fair yield Should work well in most Foreign participation
scenarios IS low, but likely to

Improve as we come
out of COVID-19
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GLOBAL YIELDS
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GLOBAL YIELDSDLOWER FOR LONGER

Anchor US Bond Yield Monitoring
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GLOBAL YIELDS

Volatile Very low Short duration Anchor BCI Global
positions Income Fund
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SUMMARY OF WHERE THE MONEY WILL BE MADE

Money Market - Ave = 3,7% Core Income - Ave = 4,8%
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SUMMARY OF WHERE THE MONEY WILL BE MADE

Domestic Fixed Income

Domestic Equities Yield of 6% to 10%
means buy bonds and

be patient.

Global Fixed Income

Avoid duration, hold a
corporate bonds for 2%
to 3% yields.

Global Equities

PAGES0



EQUITIES

PETER ARMITAGE | CHIEF EXECUTIVE OFFICER
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