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Allan Gray Life-Orbis Global Balanced (RRF) Feeder Portfolio

% Returns1,2 Portfolio Benchmark3,4

ZAR US$ ZAR US$
Since inception 9.5 7.2 8.5 6.2
Latest 10 years 12.7 5.0 12.8 5.1
Latest 5 years 12.1 3.9 12.8 4.5
Latest 3 years 13.1 13.3 5.3 5.5
Latest 2 years 15.5 2.8 8.4 -3.4
Latest 1 year 21.8 5.3 16.4 0.7
Latest 3 months 5.5 0.4 6.8 1.6

Inception date: 1 August 2015

Portfolio objective and benchmark
The Portfolio aims to balance capital appreciation, income generation and risk of loss in 
a diversified global multi asset class portfolio. The benchmark is a composite consisting 
of 60% of the MSCI World Index (net dividends reinvested) and 40% of the J.P. Morgan GBI 
Global Index. 

Product profile
 � This is a feeder portfolio, investing in the Orbis SICAV Global Balanced Fund which is 

actively managed by Orbis.

Investment specifics
 � This Portfolio is available as a linked policy issued by Allan Gray Life Limited 

available only to retirement funds.
 � Minimum investment: R20m.
 � The Base Refundable Reserve Fee is levied in the underlying Orbis SICAV Global 

Balanced Fund.

MSCI data
*The blended returns are calculated by Orbis Investment Management Ltd using end-of-
day index level values licensed from MSCI (“MSCI Data”). For the avoidance of doubt, MSCI 
is not the benchmark “administrator” for, or a “contributor”, “submitter” or “supervised 
contributor” to, the blended returns, and the MSCI Data is not considered a “contribution” 
or “submission” in relation to the blended returns, as those terms may be defined in any 
rules, laws, regulations, legislation or international standards. MSCI Data is provided “AS 
IS” without warranty or liability and no copying or distribution is permitted. MSCI does not 
make any representation regarding the advisability of any investment or strategy and does 
not sponsor, promote, issue, sell or otherwise recommend or endorse any investment or 
strategy, including any financial products or strategies based on, tracking or otherwise 
utilising any MSCI Data, models, analytics or other materials or information.

1. The returns prior to 1 August 2015 are those of the 
Allan Gray Life Foreign Portfolio since its inception 
on 23 January 2002. This Portfolio invested in a mix 
of Orbis funds. The Investor Class Fee was levied in 
the underlying Orbis funds. 

2. Investment returns are annualised (unless stated 
otherwise), except for periods less than one year. 
Performance as calculated by Allan Gray as at  
30 April 2023.

3. 60% of the MSCI World Index (net dividends 
reinvested) and 40% of the J.P. Morgan GBI 
Global Index*.

4. The benchmark prior to 1 August 2015 is that of 
the Allan Gray Life Foreign Portfolio which is 60% 
of the MSCI All Country World Index and 40% of the 
J.P. Morgan GBI Global Index. 

Portfolio information on 30 April 2023

Assets under management R564m

Performance net of fees1

Cumulative performance since inception
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Asset allocation on 30 April 2023
This portfolio invests solely into the Orbis SICAV Global Balanced Fund

Total North 
America

Europe 
and UK Japan Asia

ex-Japan Other

Net equities 60.2 15.1 21.4 8.3 10.7 4.7
Hedged equities 18.5 9.5 5.5 1.0 1.3 1.2
Fixed interest 15.7 12.7 2.5 0.0 0.2 0.2
Commodity-linked 5.4 0.0 0.0 0.0 0.0 5.4
Net current assets 0.2 0.0 0.0 0.0 0.0 0.2
Total 100.0 37.3 29.4 9.4 12.1 11.7
Currency exposure
Fund 100.0 30.2 33.1 16.9 12.1 7.7
Index 100.0 63.1 23.0 11.2 0.7 2.1

Note: There may be slight discrepancies in the totals      
due to rounding.

Allan Gray Life-Orbis Global Balanced (RRF) Feeder Portfolio
Benchmark3,4

Top 10 holdings on 31 March 2023 
(updated quarterly)

Company % of Portfolio

SPDR Gold Trust 5.4

Samsung Electronics 4.5

Kinder Morgan 3.5

US TIPS 3 - 5 Years 3.1

US TIPS 5 - 7 Years 3.0

Taiwan Semiconductor Mfg. 2.7

Bayer 2.5

Barrick Gold 1.8

Saab 1.8

Drax Group 1.8

Total (%) 30.2
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Fund manager quarterly 
commentary as at  
31 March 2023

The Silicon Valley Bank failure has made markets worry about banks everywhere. In 
the case of Credit Suisse, that worry was well founded. We believe it is unfounded for 
the Japanese, Korean and Irish banks we hold. We sold out of also-robust ING Groep, 
which we had been trimming anyway on valuation grounds, and rotated some of that 
capital into Korean banks at bombed-out valuations. The rest of the banks we hold 
continue to look compelling, and we continue to hold them. 
 
But the slide in bank stocks was not the only, or even the biggest, market impact from 
the current panic. A month ago, markets expected US interest rates to end the year 
at 5.5%. They now expect rates to end the year near 4% – well below current levels. 
Equity markets have responded as if we are heading back to the low-inflation, low-rates 
environment of the past 15 years, and investors seem all too happy to believe that the 
playbook of the last cycle will continue. 
 
We believe that’s unlikely. Set against the tranquillity of the last 15 years, recent 
moves in the bond market have been extreme. But in the 1990s, such moves weren’t 
uncommon. In the 1980s, they were pedestrian. The suppressed volatility we have 
seen over this low-inflation, low-interest rates cycle is the exception, not the norm. 
 
The previous megacycle 
Events long ago teed up a tremendous period for corporations and investors via 
seemingly ever-lower interest rates, lower labour costs, technology-led productivity 
and peace between major powers, topped off in recent years by massive amounts of 
money printing. It would be difficult to think of a better setup for financial assets. How 
did this come about? 
 
In 1981, facing inflation as high as 14%, the US Federal Reserve lifted short-term interest 
rates above 20%. This finally broke the inflationary spell, starting a four-decade cycle 
of ever-lower bond yields and borrowing costs. The same year, Ronald Reagan fired the 
striking air traffic controllers, starting a 40-year swing in power from labour to capital 
that has suppressed growth in wages. In 1989, the Berlin Wall fell, and for the next three 
decades liberal democracies enjoyed the “peace dividend”, slashing defence budgets. 
 
The 1990s saw Windows computers, Intel processors, email and the early rise of the 
internet spark a productivity boom. The Age of the Semiconductor began in earnest. 
 
In 2001, China joined the World Trade Organization, accelerating a wave of 
globalisation that lasted until 2016. 
 
The 2008 global financial crisis sparked central banks to drive interest rates down 
to zero and beyond, and they then injected trillions of dollars’ worth of cash into the 
financial system. That money printing slowed until 2020 when COVID-19 sparked 
another almighty surge from central banks. 
 
This cycle 
All good things must come to an end, and more recent events point to reversals of the 
various tailwind-generating trends of the past. 
 
In 2018, the US put tariffs on imports from China, a death knell for the trend of ever-
increasing globalisation, removing a powerful disinflationary force on the global economy. 
 

In 2019, major countries signed on to the Paris Climate Accords, kicking off the mega 
wave of spending on the electrification of the global economy. Now we are optimising 
for a balance of cost and carbon and will likely have to tolerate higher energy prices as 
a result. 
 
In 2021, inflation reached 7% in the US, with inflation in Europe, the UK and even Japan 
rising shortly behind. COVID-19 showed China to be a less-than-ideal outsourcing 
partner, and companies have had to shift from efficient “ just-in-time” supply chains to 
redundant “ just-in-case” supply chains that ensure resilience, driving costs upward. 
 
In 2022, Russia invaded Ukraine, again. After over three decades of a perceived 
peace dividend, people are slowly coming around to the notion that the Cold War has 
resumed. Defence spending, which adds little by way of productivity, has started to 
increase, drawing funds away from more productive uses. 
 
After admitting that inflationary pressures aren’t just transitory, central banks have 
finally stopped printing money, and they have finally started raising interest rates. 
 
How we’re positioned 
So much has changed from the last cycle, but many assets that were forgotten in the 
last cycle continue to trade at attractive valuations. 
 
We can currently lock in an inflation-protected return of 1.4% in US Treasury Inflation 
Protected Securities (TIPS) set against market expectations of close to 2% inflation 
over any long horizon. In other words, despite all that’s changed, the market expects 
central banks to get inflation right where they want it. That means we don’t have to pay 
over the odds for inflation protection. Locking in a 1.4% increase in purchasing power 
looks reasonable, so we own TIPS. 
 
Selected companies in defence, energy infrastructure, semiconductors, and oil and 
gas services provide things the world needs, and which are in short supply. Yet we 
have found several such businesses trading for less than 10 times our assessment of 
their sustainable free cash flows. Better still, in many cases those cash flows are either 
explicitly protected against inflation or should be able to grow with inflation as supply 
shortages bite. 
 
Who knows how history will unfold? Life from here could look incredibly different from 
the last megacycle. That could prove challenging for investors sticking to the last cycle’s 
playbook. But if valuations are any indication, it is an exciting time to be a contrarian. 
 
We added to the Portfolio’s positions in selected Korean banks and to the position in 
Taiwan Semiconductor Manufacturing Company, as we felt the discount to our estimate 
of intrinsic value had widened. We sold the position in ING Groep, a Dutch bank, after 
a period of relative share price strength. We also sold the Portfolio’s position in British 
American Tobacco to redeploy capital to more attractive opportunities. 

Adapted from a commentary contributed by Alec Cutler, Orbis Investment 
Management Limited, Bermuda

Allan Gray Life-Orbis Global Balanced (RRF) Feeder Portfolio
Inception date: 1 August 2015
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Need more information?
You can obtain additional information 
about your proposed investment from 
Allan Gray free of charge either via our 
website www.allangray.co.za or via our 
Client Service Centre on 0860 000 654

Important information 
for investors

Allan Gray Life-Orbis Global Balanced (RRF) Feeder Portfolio
Inception date: 1 August 2015

© 2023 Allan Gray Proprietary Limited

All rights reserved. The content and information may not be reproduced or 
distributed without the prior written consent of Allan Gray Proprietary Limited 
(“Allan Gray”).

Information and content 
The information in and content of this publication/presentation are provided 
by Allan Gray as general information about the company and its products and 
services. Allan Gray does not guarantee the suitability or potential value of any 
information or particular investment source. The information provided is not 
intended to, nor does it constitute financial, tax, legal, investment or other advice. 
Before making any decision or taking any action regarding your finances, you 
should consult a qualified financial adviser. Nothing contained in this publication/
presentation constitutes a solicitation, recommendation, endorsement or offer by 
Allan Gray; it is merely an invitation to do business.

Allan Gray has taken and will continue to take care that all information provided, 
in so far as this is under its control, is true and correct. However, Allan Gray shall 
not be responsible for and therefore disclaims any liability for any loss, liability, 
damage (whether direct or consequential) or expense of any nature whatsoever 
which may be suffered as a result of or which may be attributable, directly or 
indirectly, to the use of or reliance on any information provided.

Allan Gray Life Ltd is a registered insurer licensed to provide life insurance 
products as defined in the Insurance Act 18 of 2017.

Past performance is not indicative of future performance.

J.P. Morgan Index
Information has been obtained from sources believed to be reliable but J.P. 
Morgan does not warrant its completeness or accuracy. The Index is used 
with permission. The Index may not be copied, used, or distributed without J.P. 
Morgan’s prior written approval. Copyright 2023, J.P. Morgan Chase & Co.  
All rights reserved. 

MSCI Index
Source: MSCI. MSCI makes no express or implied warranties or representations 
and shall have no liability whatsoever with respect to any MSCI data contained 
herein. The MSCI data may not be further redistributed or used as a basis for 
other indexes or any securities or financial products. This report is not approved, 
endorsed, reviewed or produced by MSCI. None of the MSCI data is intended 
to constitute investment advice or a recommendation to make (or refrain from 
making) any kind of investment decision and may not be relied on as such. 

FTSE Russell Index
Source: London Stock Exchange Group plc and its group undertakings 
(collectively, the “LSE Group”). © LSE Group 2023. FTSE Russell is a trading  
name of certain of the LSE Group companies. “FTSE®” “Russell®”, “FTSE Russell®”,  
is/are a trade mark(s) of the relevant LSE Group companies and is/are used 
by any other LSE Group company under license. All rights in the FTSE Russell 
indexes or data vest in the relevant LSE Group company which owns the index 
or the data. Neither LSE Group nor its licensors accept any liability for any errors 
or omissions in the indexes or data and no party may rely on any indexes or data 
contained in this communication. No further distribution of data from the LSE 
Group is permitted without the relevant LSE Group company’s express written 
consent. The LSE Group does not promote, sponsor or endorse the content of 
this communication.
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