International Portfolio - Quarterly

Investment Objective

This is a high conviction international portfolio
focused on maximising risk adjusted returns to
the investors over the medium to long-term by
investing in global listed equities. The returns of
this portfolio are based on the ability of world
equity markets indices to deliver returns in excess
of inflation and the ability of the portfolio manager
and our research team to identify and take
positions in undervalued securities.

Investment Profile

Investors who have a longer investment term and
want the highest possible risk-adjusted return on
their invested capital.

Value-based investors with high risk tolerance.
Investors who understand that there are
investment cycles that cause share prices to
fluctuate.
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Inception date
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Investment manager
Momentum Securities
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Redemption periods
3 business days
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Economic Overview

Global economic growth in 2020 faces a number of
headwinds, with growth in the US in the late cycle phase, in
the Eurozone growth is slow and its momentum is slowing
further, in China growth has slowed to a three-decade low
and in South Africa growth is still moribund. Trade issues in
2019 have also negatively impacted global economic growth.

Global bond yields have trended lower with negative bond
yields in a number of developed markets. Effectively investors
will receive less than their capital back in return for buying
bonds. The US Fed cut short term interest rates in 2019, and
has now gone on hold. The US Fed has recently provided
significant US dollar liquidity to the US banking system which
has again shored up equity markets. The provision of liquidity
(QE) over the last 12 years has been a significant prop to
financial markets, while providing only moderate economic
growth.

Geopolitical headwinds have impacted global economic
growth and a more volatile Middle-East, in the short term,

Market Overview

Over the fourth quarter, ending 31 December 2019, we saw
the following performance in the SA financial markets: the
rand appreciated by 7.50% relative to the US dollar, the All
Share Index returned 4.64% while the All Bond Index returned
1.73% and cash returned 1.74%.

The best performing SA equity sub-sectors over the quarter
were platinum and gold mining, up 46.96% and 26.13%
respectively. The structural supply deficit of palladium
globally has supported the price for the metal, while the
dollar gold price rallied hard over December 2019 due to the
sharp rise in geopolitical risks between the United States and
Iran. The worst performing sub-sectors were fixed line
telecoms (Telkom) and beverages (Anheuser-Busch Inbev,
down -49.89% and -15.04% respectively.

Over the quarter the Resources Index was up 13.32%; the
Financials Index was up marginally at 2.57%; the Industrial

Portfolio Activity

During the fourth quarter we sold out of Booking. The

portfolio was up 4,2% for the quarter with the last month of
the quarter posting a 2,3% gain. Positive contributions were
attributable to Bristol Myers Squibb, Citigroup, Johnson and

could see more volatile financial markets. Over the last month
global equity markets have moved higher on completion of the
phase-one of the US- China trade deal and the expectation
that global growth will improve. Given that we see slower
growth in a mature economic cycle, future global growth is
likely to disappoint.

On the back of slowing global growth we see increased
pressure on 2020 earnings, and believe that equity markets
have got ahead of themselves. In 2020, US dollar liquidity
issues are also likely to persist and will add to market
uncertainty and volatility.

We expect the rand to consolidate and range trade over the
next year. SA economic growth will remain under pressure, in
line with weak South African consumer sentiment and weak
disposable income growth. All-in-all this is an environment
where risk asset returns will be subpar.

Index was down -0.05%; and the Listed Property Index was up
0.58%.

Globally we saw developed equity markets return 8.90% while
emerging equity markets returned 11.80% over the fourth
quarter of 2019. The last quarter’s relief rally in risk assets
was driven by improved sentiment as trade tensions between
the US and China de-escalated, albeit marginally, combined
with large scale liquidity being injected in to financial markets
by central banks in the US, Europe and Japan. Global bonds
were flat over the quarter.

On the currency front, the British Pound strengthened 7.8% to
the US dollar mainly due to market relief as a potential no-
deal Brexit scenario essentially evaporated post the election
outcome in the UK in early December 2019.

Johnson and Broadcom. Losses were attributable to
Anheuser-Busch, Boeing and Cisco. For the past 12 months
the portfolio has increased 25,9% with the MSCI World Index,
posting a 25,2% gain.
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