Allan Gray Life Domestic Absolute Portfolio
30 November 2022

Inception date: 6 July 2001

Portfolio objective and benchmark
This Portfolio is designed for institutional investors seeking superior absolute returns
(in excess of inflation) over the long term with a higher risk tolerance in the short term than
the Balanced Portfolio. The benchmark is the mean performance of the large managers as
surveyed by consulting actuaries.

Portfolio information on 30 November 2022
Assets under management

Performance gross of fees

Cumulative performance since inception
2200

Actively managed pooled portfolio.
Investments selected from all local asset classes.
Fully reflects the manager’s strong investment convictions and could deviate
considerably in both asset allocation and stock selection from the average
retirement portfolio.

Investment specifics




This Portfolio is available as a linked policy issued by Allan Gray Life Limited
available only to retirement funds and medical schemes.
Minimum investment: R20m.
Performance based fee.

Compliance with Prudential Investment Guidelines
The Portfolio is managed to comply with Regulation 28 of the Pension Funds Act. Exposures
in excess of the limits will be corrected immediately, except where due to a change in the
fair value or characteristic of an asset, e.g. market value fluctuations, in which case they
will be corrected within a reasonable time period. Allan Gray Life Limited does not monitor
compliance with section 19(4) of the Pension Funds Act (item 6 of Table 1 to Regulation 28)
on behalf of retirement funds invested in the pool.

Cumulative percentage return (log scale)

Product profile




R368m

2. Mean of Alexander Forbes Domestic Large Manager
Watch. The return for November 2022 is an estimate.

Allan Gray Life Domestic Absolute Portfolio
Benchmark2

3. Includes holding in Prosus N.V.
Note: There may be slight discrepancies in the totals due
to rounding.
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% Returns1

Portfolio

Benchmark2

Since inception

15.7

Latest 10 years

8.9

8.9

Latest 5 years

6.1

7.7

Latest 3 years

9.5

12.5

Latest 2 years

16.5

18.4

Latest 1 year

14.2

13.2

7.0

8.6

Latest 3 months

13.0

Asset allocation on 30 November 2022
Asset class

Total

Net SA equities

53.4

Hedged SA equities

17.9

Property
Commodity-linked
Bonds
Money market and bank deposits
Total (%)

Issued: 9 December 2022

1. Investment returns are annualised (unless stated
otherwise), except for periods less than one year.
Performance as calculated by Allan Gray as at
30 November 2022.

0.2
3.5

Top 10 share holdings on
30 September 2022
(updated quarterly)
Company

% of Portfolio

British American Tobacco

9.7

Glencore

7.1

Naspers3

4.7

Woolworths

4.6

AB InBev

3.8

Standard Bank

3.5

Remgro

3.3

Sasol

3.3

Nedbank

2.5

MultiChoice
Total (%)

2.5
45.0

14.9
10.2
100.0
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Allan Gray Life Domestic Absolute Portfolio
30 November 2022

Inception date: 6 July 2001

The restrictive monetary policy conditions that arose in earnest in the first
half of the year have continued to tighten during the third quarter, presenting
a difficult environment for risk assets. This adverse backdrop has been
exacerbated by price inflation that is proving persistently high, increasing the
likelihood of further interest rate hikes in the coming months. The risk is rising
that, in their haste to restore credibility after the excesses shown during the
COVID-19 period and before, developed market central banks overshoot in terms
of timing and severity of tighter policy implementation. Dampening demand to
this degree may result in economies tipping into recession as opposed to the
targeted “soft landing”. Coinciding with this are escalating tensions in Ukraine,
the growing energy crisis in Europe and seemingly never-ending Chinese
lockdowns resulting in a fraught environment for investors.
The South African market has not been immune to the global pressures, with
the FTSE/JSE All Bond Index returning -1.3% year to date and the FTSE/JSE
All Share Index -10.1%, while the rand has given up 12.9% against the US dollar
over this period. Importantly, we do not buy the index but rather construct
the Portfolio from a bottom-up perspective, paying careful attention to the
valuations of the underlying instruments. So far this year, the Portfolio has
delivered 3.2%, ahead of its benchmark at -3.3%1.
The Portfolio remains tilted towards Glencore over the larger index
heavyweights, BHP and Anglo American. Glencore is the largest seaborne
producer of thermal coal, which has received a stay of execution this year
following Russia’s invasion of Ukraine and the ensuing energy crisis in Europe.

Mothballed coal power stations are being recommissioned ahead of the
European winter as widespread gas shortages push thermal coal prices to
record highs. Owing to the uncertain environment and a longer-term demand
outlook that remains poor, suppliers are unlikely to respond with materially
higher volumes in the short to medium term, providing attractive profits for
existing producers, such as Glencore.

Fund manager quarterly
commentary as at
30 September 2022

During the quarter, there was an increase in the Portfolio’s hedged equity
position. The allocation to hedged equities, where index market movements
are hedged out, has added to the Portfolio’s return. The appeal of longer-dated
bank paper has increased, owing to the South African forward rates market
continuing to price for aggressive interest rate hikes. This is evidenced in the
Portfolio’s increased allocation to longer-dated money market instruments.
There are no sure things in investing. Investors are fickle, and sentiment
can change quickly. One doesn’t need to know in advance what will cause
the change – it could be a new law or a diplomatic incident – but if your
investment is underpinned by sentiment and not by fundamentals, the risk
of permanent capital loss is always there. The Portfolio seeks to provide
diversified exposure to a group of income-generating companies trading at
less than their intrinsic value and, at present, we are optimistic about our
opportunity set given the prices of local shares on offer today.
During the quarter, the Portfolio bought shares in Mondi, and sold shares in
Naspers and Glencore.
Adapted from commentaries contributed by Jacques Plaut, Sean Munsie
and Rory Kutisker-Jacobson

1

The return for September 2022 is an estimate.

Issued: 9 December 2022
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Allan Gray Life Domestic Absolute Portfolio
30 November 2022

Inception date: 6 July 2001

© 2022 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 Life Ltd is a registered insurer licensed to provide life insurance
products as defined in the Insurance Act 18 of 2017.

Important information
for investors

Past performance is not indicative of future performance.

FTSE/JSE All Share Index and FTSE/JSE All Bond Index
The FTSE/JSE All Share Index and FTSE/JSE All Bond Index are calculated by
FTSE International Limited (“FTSE”) in conjunction with the JSE Limited (“JSE”)
in accordance with standard criteria. The FTSE/JSE All Share Index and FTSE/
JSE All Bond Index are the proprietary information of FTSE and the JSE. All
copyright subsisting in the values and constituent lists of the FTSE/JSE All
Share Index and FTSE/JSE All Bond Index vests in FTSE and the JSE jointly.
All their rights are reserved.

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.

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

Issued: 9 December 2022
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Allan Gray Life Domestic Balanced Portfolio
30 November 2022

Inception date: 1 September 2001

This Portfolio is for institutional investors with an average risk tolerance. It aims to offer longterm returns superior to the benchmark, but at lower risk of capital loss. In terms of Allan Gray’s
risk-profiled range, this Portfolio has a higher risk of capital loss than the Stable Portfolio, but less
than the Absolute Portfolio. The benchmark is the mean performance of the large managers as
surveyed by consulting actuaries.

Product profile




Actively managed pooled portfolio.
Investments selected from all local asset classes.
Represents Allan Gray’s ‘houseview’ for a domestic balanced mandate.

Investment specifics




This Portfolio is available as a linked policy issued by Allan Gray Life Limited available
only to retirement funds and medical schemes.
Minimum investment: R20m.
Performance based fee.

Compliance with Prudential Investment Guidelines
The Portfolio is managed to comply with Regulation 28 of the Pension Funds Act. Exposures
in excess of the limits will be corrected immediately, except where due to a change in the
fair value or characteristic of an asset, e.g. market value fluctuations, in which case they
will be corrected within a reasonable time period. Allan Gray Life Limited does not monitor
compliance with section 19(4) of the Pension Funds Act (item 6 of Table 1 to Regulation 28)
on behalf of retirement funds invested in the pool.

Portfolio information on 30 November 2022
Assets under management

R8 674m

Performance gross of fees

Cumulative performance since inception
2100

Cumulative percentage return (log scale)

Portfolio objective and benchmark

1500

2. Mean of Alexander Forbes Domestic Large Manager
Watch. The return for November 2022 is an estimate.

Allan Gray Life Domestic Balanced Portfolio
Benchmark2

3. Includes holding in Prosus N.V.
Note: There may be slight discrepancies in the totals due
to rounding.
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% Returns1

Portfolio

Benchmark2

Since inception

15.5

13.2

Latest 10 years

9.9

8.9

Latest 5 years

7.6

7.7

Latest 3 years

12.2

12.5

Latest 2 years

18.7

18.4

Latest 1 year

15.2

13.2

8.5

8.6

Latest 3 months

Asset allocation on 30 November 2022
Asset class
Net SA equities

Total
65.2

Top 10 share holdings on
30 September 2022
(updated quarterly)
Company

% of Portfolio

British American Tobacco

6.6

Glencore

5.5

Naspers3

4.9

Woolworths

3.5

AB InBev

3.2

Nedbank

3.0

Sibanye-Stillwater

2.7

Sasol

2.6

Remgro

2.3

Hedged SA equities

3.4

Mondi Plc

2.3

Property

1.4

Total (%)

36.6

Commodity-linked
Bonds
Money market and bank deposits
Total (%)

Issued: 9 December 2022

1. Investment returns are annualised (unless stated
otherwise), except for periods less than one year.
Performance as calculated by Allan Gray as at
30 November 2022.

2.4
20.1
7.5
100.0
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Allan Gray Life Domestic Balanced Portfolio
30 November 2022

Inception date: 1 September 2001

The restrictive monetary policy conditions that arose in earnest in the first
half of the year have continued to tighten during the third quarter, presenting
a difficult environment for risk assets. This adverse backdrop has been
exacerbated by price inflation that is proving persistently high, increasing the
likelihood of further interest rate hikes in the coming months. The risk is rising
that, in their haste to restore credibility after the excesses shown during the
COVID-19 period and before, developed market central banks overshoot in terms
of timing and severity of tighter policy implementation. Dampening demand to
this degree may result in economies tipping into recession as opposed to the
targeted “soft landing”. Coinciding with this are escalating tensions in Ukraine,
the growing energy crisis in Europe and seemingly never-ending Chinese
lockdowns resulting in a fraught environment for investors.
The South African market has not been immune to the global pressures, with
the FTSE/JSE All Bond Index returning -1.3% year to date and the FTSE/JSE
All Share Index -10.1%, while the rand has given up 12.9% against the US dollar
over this period. Importantly, we do not buy the index but rather construct
the Portfolio from a bottom-up perspective, paying careful attention to the
valuations of the underlying instruments. So far this year, the Portfolio has
delivered 1.2%, ahead of its benchmark at -3.3%1 .
The Portfolio remains tilted towards Glencore over the larger index
heavyweights, BHP and Anglo American. Glencore is the largest seaborne
producer of thermal coal, which has received a stay of execution this year
following Russia’s invasion of Ukraine and the ensuing energy crisis in Europe.

Mothballed coal power stations are being recommissioned ahead of the
European winter as widespread gas shortages push thermal coal prices to
record highs. Owing to the uncertain environment and a longer-term demand
outlook that remains poor, suppliers are unlikely to respond with materially
higher volumes in the short to medium term, providing attractive profits for
existing producers, such as Glencore.

Fund manager quarterly
commentary as at
30 September 2022

During the quarter, there was an increase in the Portfolio’s hedged equity
position. The allocation to hedged equities, where index market movements
are hedged out, has added to the Portfolio’s return. The appeal of longer-dated
bank paper has increased, owing to the South African forward rates market
continuing to price for aggressive interest rate hikes. This is evidenced in the
Portfolio’s increased allocation to longer-dated money market instruments.
There are no sure things in investing. Investors are fickle, and sentiment
can change quickly. One doesn’t need to know in advance what will cause
the change – it could be a new law or a diplomatic incident – but if your
investment is underpinned by sentiment and not by fundamentals, the risk
of permanent capital loss is always there. The Portfolio seeks to provide
diversified exposure to a group of income-generating companies trading at
less than their intrinsic value and, at present, we are optimistic about our
opportunity set given the prices of local shares on offer today.
During the quarter, the Portfolio swapped Naspers shares for Prosus shares,
bought shares in Mondi, and sold shares in Glencore.
Adapted from commentaries contributed by Jacques Plaut, Sean Munsie
and Rory Kutisker-Jacobson

1

The return for September 2022 is an estimate.

Issued: 9 December 2022
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Allan Gray Life Domestic Balanced Portfolio
30 November 2022

Inception date: 1 September 2001

© 2022 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 Life Ltd is a registered insurer licensed to provide life insurance
products as defined in the Insurance Act 18 of 2017.

Important information
for investors

Past performance is not indicative of future performance.

FTSE/JSE All Share Index and FTSE/JSE All Bond Index
The FTSE/JSE All Share Index and FTSE/JSE All Bond Index are calculated by
FTSE International Limited (“FTSE”) in conjunction with the JSE Limited (“JSE”)
in accordance with standard criteria. The FTSE/JSE All Share Index and FTSE/
JSE All Bond Index are the proprietary information of FTSE and the JSE. All
copyright subsisting in the values and constituent lists of the FTSE/JSE All
Share Index and FTSE/JSE All Bond Index vests in FTSE and the JSE jointly.
All their rights are reserved.

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.

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

Issued: 9 December 2022
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Allan Gray Life Domestic Equity Portfolio
30 November 2022

Inception date: 11 January 2001

This Portfolio is for institutional investors requiring management of a specific equity
portfolio. It aims to offer superior returns to that of the FTSE/JSE Capped Shareholder
Weighted All Share Index including dividends, but with a lower risk of capital loss.
The benchmark is the FTSE/JSE Capped Shareholder Weighted All Share Index
including dividends.

Product profile




Actively managed pooled portfolio.
Represents Allan Gray’s ‘houseview’ for a specialist equity-only mandate.
Portfolio risk is controlled by limiting the exposure to individual counters.

Investment specifics




This Portfolio is available as a linked policy issued by Allan Gray Life Limited
available only to retirement funds and medical schemes.
Minimum investment: R20m.
Performance based fee.

Portfolio information on 30 November 2022
R3 727m

Assets under management

Performance gross of fees

Cumulative performance since inception
3300

Cumulative percentage return (log scale)

Portfolio objective and benchmark

2. FTSE/JSE Capped Shareholder Weighted All Share
Index. The benchmark prior to 1 October 2020 is the
FTSE/JSE All Share Index.

Allan Gray Life Domestic Equity Portfolio
Benchmark2

3. Since alignment date (1 February 2001).

1000

4. Includes holding in Prosus N.V.

700

Note: There may be slight discrepancies in the totals due
to rounding.
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Top 10 share holdings on
30 September 2022
(updated quarterly)

3

Since inception

17.5

13.7

Latest 10 years

10.3

10.7

Latest 5 years

6.2

8.7

Latest 3 years

12.6

15.3

British American Tobacco

8.4

Latest 2 years

24.1

20.0

Latest 1 year

18.6

12.6

Glencore

7.5

Latest 3 months

11.7

11.0

Naspers4

7.5

Woolworths

5.0

AB InBev

5.0

Nedbank

3.9

Mondi Plc

3.5

Standard Bank

3.4

Sibanye-Stillwater

3.4

Sector allocation on 30 September 2022 (updated quarterly)
% of Portfolio
Energy

% of Benchmark

Company

% of Portfolio

0.6

1.7

26.1

23.9

6.2

3.8

18.8

11.9

Remgro

3.4

Healthcare

1.9

2.6

Consumer discretionary

9.5

7.5

Total (%)

51.1

Telecommunications

1.4

6.6

Financials

23.6

25.8

Technology

7.8

12.1

Real estate

1.9

4.2

Money market and bank deposits

1.8

0.0

Bonds

0.1

0.0

Unlisted shares

0.0

0.0

100.0

100.0

Basic materials
Industrials
Consumer staples

Total (%)
Issued: 9 December 2022

1. Investment returns are annualised (unless stated
otherwise), except for periods less than one year.
Performance as calculated by Allan Gray as at
30 November 2022.
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Allan Gray Life Domestic Equity Portfolio
30 November 2022

Inception date: 11 January 2001

The Portfolio declined by 0.3% over the quarter and has delivered 0.2% year to
date. This compares with the FTSE/JSE All Share Index (ALSI) return of -1.9%
over the quarter and -10.1% year to date.
Investing in public markets is a strange pursuit, since it is during times of
doubt, uncertainty and pessimism that the best investments are made. If one
could time the market perfectly – which in practice is extremely unlikely – two
of the best dates to buy the ALSI in the last 15 years were 20 November 2008,
in the midst of the global financial crisis and, more recently, 19 March 2020,
as the world went under lockdown in response to COVID-19. These were hardly
moments that would have felt like good times to invest.
And yet, investing in the ALSI on 20 November 2008 would have yielded a
subsequent return of 24.0% per annum over the next five years (25.0% per
annum in US dollars), and an investment on 19 March 2020 would have yielded
a return of 27.6% per annum over the past 2.5 years (25.9% per annum in
dollars). This latter number includes the drawdown of 10.1% year to date.
Overall, however, the Johannesburg Stock Exchange (JSE) has been a
relatively poor place to invest over much of this period. An investment at the
end of September 2007 would have generated a rand return of 8.5% per annum
over the subsequent 15 years, and a pretty disappointing 1.7% per annum
when measured in dollars. In contrast, an investment in the S&P 500 over this
15-year period would have yielded a return of 8.0% per annum in dollars.
Many pundits will point to this contrast as proof that money cannot be made in
global terms on the JSE. Ironically, it is this same dataset and history that give
us cautious optimism about the return prospects of the JSE today.
Why do we say that?
Firstly, it is an increasingly large misnomer to conflate the JSE with the
domestic economy. Many of the companies listed on the JSE are multinational
companies, which happen to be listed in South Africa. Examples in our top 10
include British American Tobacco, Naspers/Prosus, Glencore and AB InBev,
where less than 10% of each company’s revenue comes from South Africa.
Even many traditionally South African businesses now have substantial
offshore operations, such as Woolworths – another share in our top 10 –
with a not insignificant Australian operation.
Secondly, and more importantly, we are optimistic about the outlook for shares
listed on the JSE because of the prices on offer today. When investing, money
is made in the buying, not the selling. It is the price you pay that matters.

Issued: 9 December 2022

In real terms, i.e. discounting by inflation, the ALSI is trading below where it
was 15 years ago. This is not because the underlying businesses have shrunk
or gone backwards; the average business has actually grown earnings in
real terms over this period. It is simply because the prices at which these
businesses change hands have contracted. At the end of September 2007,
the average business on the JSE traded at 15.1 times earnings. Today, that
multiple is 10.4 times – a roughly 31% decline in price. Importantly, that is
the average. There are many businesses where the change in price relative
to earnings has been far starker.

Fund manager quarterly
commentary as at
30 September 2022

While the 15-year period since 2007 yielded relatively scant returns, an investor
on the JSE would have actually slightly outperformed the S&P 500 in dollars
over the 20-year period since 2002, receiving a return of 10.4% per annum
versus the S&P 500’s 9.8%. Why has the JSE outperformed over 20 years and
yet underperformed over the last 15 years? In large part, it comes down to
starting prices. In 2002, the JSE was extremely cheap in comparison to global
markets. Over the subsequent five years, the JSE generated a return of 29.7%
per annum in rands and 41.3% per annum in dollars, as the rand strengthened
over this period. By the end of September 2007, the JSE had rerated materially
versus world markets and was no longer cheap in comparison. Thus, all the
outperformance over 20 years came in the first five years, when starting prices
were markedly cheaper. Again, we see that the price one pays matters.
This brief glance at history teaches us some important things about the future.
Firstly, like you, we do not have a crystal ball and do not know what the future
holds – such as foreseeing whether global inflation will prove to be persistent
or transitory over the coming years. Likewise, we don’t know what global and
domestic GDP will be in five years’ time, and we don’t know whether share
prices will continue to contract in real terms or recover.
What we do know, however, is that we are finding a lot of cheap shares, and
prices appear to be discounting a relatively dire economic outcome. At the
moment, we have more ideas than places in the Portfolio, which we believe is
a relatively good starting point for prospective future returns.
During the quarter, we added to the Portfolio’s position in Mondi and sold
shares in Glencore.
Commentary contributed by Rory Kutisker-Jacobson
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Allan Gray Life Domestic Equity Portfolio
30 November 2022

Inception date: 11 January 2001

© 2022 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 Life Ltd is a registered insurer licensed to provide life insurance
products as defined in the Insurance Act 18 of 2017.

Important information
for investors

Past performance is not indicative of future performance.

FTSE/JSE All Share Index and FTSE/JSE Capped Shareholder
Weighted All Share Index
The FTSE/JSE All Share Index and FTSE/JSE Capped Shareholder Weighted All
Share Index are calculated by FTSE International Limited (“FTSE”) in conjunction
with the JSE Limited (“JSE”) in accordance with standard criteria. The FTSE/JSE
All Share Index and FTSE/JSE Capped Shareholder Weighted All Share Index
are the proprietary information of FTSE and the JSE. All copyright subsisting in
the values and constituent lists of the FTSE/JSE All Share Index and FTSE/JSE
Capped Shareholder Weighted All Share Index vests in FTSE and the JSE jointly.
All their rights are reserved.

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.

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

Issued: 9 December 2022
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Allan Gray Life Domestic Optimal Portfolio
30 November 2022

Inception date: 4 December 2002

Portfolio objective and benchmark
This is a long-term absolute return portfolio for the institutional investor who wishes to
diversify the volatility generally associated with stock and bond markets, but still wants
exposure to specialist stock-picking skills and to target a positive rate of return which is
higher than that of cash. The benchmark is the daily interest rate of Nedbank Limited.

Portfolio information on 30 November 2022

Performance gross of fees

Cumulative performance since inception

Actively managed pooled portfolio, seeking absolute returns.
Little correlation to stock or bond markets, with a low level of risk of capital loss.
Investments consist of shares offering superior fundamental value, carefully
managed to reduce the risk of underperforming the market, and short index
derivatives to reduce stock market risk.

Investment specifics




This Portfolio is available as a linked policy issued by Allan Gray Life Limited
available only to retirement funds and medical schemes.
Minimum investment: R20m.
Performance based fee.

Cumulative percentage return (log scale)

Product profile




R308m

Assets under management

430
390
350

2. Daily interest rate of Nedbank Limited.
Note: There may be slight discrepancies in the totals due
to rounding.

Allan Gray Life Domestic Optimal Portfolio
Benchmark2
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Portfolio

17
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19

20

21
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Benchmark2

Since inception

8.3

6.2

Latest 10 years

7.3

5.0

Latest 5 years

4.7

4.6

Latest 3 years

3.7

3.6

Latest 2 years

7.6

3.5

Latest 1 year

8.3

4.2

Latest 3 months

1.5

1.4

Asset allocation on 30 November 2022
Asset class

Total

Top 10 share holdings on
30 September 2022
(updated quarterly)
Company

5.5

Sasol

4.9

Impala Platinum

4.4

Nedbank

4.2

Standard Bank

4.2

Sibanye-Stillwater

3.7

MTN

3.5

Absa Group

3.5
3.4

-0.7

British American Tobacco

Hedged SA equities

85.6

Sappi

Money market and bank deposits
Total (%)

1.6

% of Portfolio

Glencore

Net SA equities
Property

Issued: 9 December 2022

1. Investment returns are annualised (unless stated
otherwise), except for periods less than one year.
Performance as calculated by Allan Gray as at
30 November 2022.

Total (%)

3.0
40.3

13.6
100.0
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Allan Gray Life Domestic Optimal Portfolio
30 November 2022

Inception date: 4 December 2002

The Portfolio returned 1.8% for the quarter, taking the year-to-date return to 8.5%.
This compares favourably relative to the Portfolio’s cash benchmark return of
1.2% for the quarter and 2.9% for the year to date, as well as competing asset
classes, such as fixed income. By way of example, the FTSE/JSE All Bond Index
has returned -1.3% so far this year.
A notable contributor to quarterly performance was the Portfolio’s relative
positioning among the diversified mining and banking shares, as well as its
underweight exposure to Naspers and Prosus. The Portfolio’s preference for
Glencore, and to a lesser degree South32, over the larger index heavyweights
BHP and Anglo American, has added to returns. Glencore is the largest seaborne
producer of thermal coal. The commodity has received a stay of execution this
year, following Russia’s invasion of Ukraine and the ensuing energy crisis in
Europe. Mothballed coal power stations are being recommissioned ahead of
the European winter as widespread gas shortages push thermal coal prices to
record highs. Owing to the uncertain environment and a longer-term demand
outlook that remains poor, suppliers are unlikely to respond with materially
higher volumes in the short to medium term, providing attractive profits for
existing producers, such as Glencore.

Within the financial sector, we have been hesitant to overpay for earnings growth
prospects. The Portfolio benefited from its underweight exposure to Capitec
and Discovery after both companies recently posted disappointing results
relative to the high expectations factored in by the market. In comparison, Absa
and Nedbank, overweight positions in the Portfolio, could be bought at much
cheaper earnings multiples and have outperformed the sector year to date.

Fund manager quarterly
commentary as at
30 September 2022

Sasol and Sappi were detractors this quarter. The former’s share price has
tracked the oil price lower in the last few months as concerns mount that rapid
interest rate increases by central banks will tip economies into recession with
an accompanying fall in oil demand. Related to this, the strength of the US
dollar, which is reaching two-decade highs, has also weighed on commodity
prices. These factors must be contrasted against the complex supply-side
environment, including an emboldened OPEC+ alliance, inventory drawdowns
and a subdued US shale response to date. Longer term, a growing supply
deficit arising from a prolonged period of underinvestment may lend support
to prices. Sasol remains a key overweight in the Portfolio.
During the quarter, the Portfolio added to existing positions in select platinum
miners and asset managers, and trimmed its holding in Pick n Pay.
Commentary contributed by Sean Munsie

Issued: 9 December 2022
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Allan Gray Life Domestic Optimal Portfolio
30 November 2022

Inception date: 4 December 2002

© 2022 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 Life Ltd is a registered insurer licensed to provide life insurance
products as defined in the Insurance Act 18 of 2017.

Important information
for investors

Past performance is not indicative of future performance.

FTSE/JSE All Bond Index
The FTSE/JSE All Bond Index is calculated by FTSE International Limited (“FTSE”)
in conjunction with the JSE Limited (”JSE”) in accordance with standard criteria.
The FTSE/JSE All Bond Index is the proprietary information of FTSE and the JSE.
All copyright subsisting in the FTSE/JSE All Bond Index values and constituent
lists vests in FTSE and the JSE jointly. All their rights are reserved.

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.

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

Issued: 9 December 2022
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Allan Gray Life Stable Medical Scheme Portfolio
30 November 2022

Inception date: 19 April 2004

This Portfolio is specifically for Medical Schemes. It aims to offer superior returns to money
market investments with limited capital volatility whilst striving for capital preservation over
any two-year period. In terms of Allan Gray’s risk-profiled range, this portfolio has less risk of
capital loss than the Balanced Portfolio. The Portfolio is managed to comply with the limits
of Annexure B to Regulation 30 of the Medical Schemes Act, 1998. The benchmark is the
Alexander Forbes 3-month Deposit Index plus 2% or CPI plus 3%.

Product profile





Conservatively managed pooled portfolio.
Investments selected from all asset classes as permitted by Regulation 30.
We attempt to limit the risk of capital loss by holding shares with limited downside or
attractive dividend yields and/or hedging stock market exposure.
Modified duration of the fixed interest component will be conservative.

Investment specifics




This Portfolio is available as a linked policy issued by Allan Gray Life Limited available
only to medical schemes.
Minimum investment: R20m.
Performance based fee/Fixed fee.

Portfolio information on 30 November 2022
Assets under management

R2 856m

Performance gross of fees
600
420
320

Allan Gray Life Stable Medical Scheme Portfolio
Benchmark2
Benchmark3

3. Alexander Forbes 3-month Deposit Index plus 2% p.a.
4. Since alignment date (1 May 2004).
5. Includes holding in Prosus N.V.
Note: There may be slight discrepancies in the totals due
to rounding.
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Benchmark2

Benchmark3

10.9

8.7

8.8

8.6

8.3

7.9

Latest 5 years

7.4

8.0

7.5

Latest 3 years

8.6

8.4

6.4

Latest 2 years

12.7

9.5

6.1

Latest 1 year

9.4

10.5

6.6

Latest 3 months

4.4

1.6

1.9

4

Since inception

Latest 10 years

Asset allocation on 30 November 2022
Asset class
Net equities

Total

SA

Africa
ex-SA

Foreign
ex-Africa

25.2

25.2

0.0

0.0

Hedged equities

7.9

7.9

0.0

0.0

Property

1.3

1.3

0.0

0.0

Commodity-linked

2.1

2.1

0.0

0.0

Bonds

39.0

32.9

0.9

5.2

Money market and bank deposits

24.4

24.2

0.0

0.2

100.0

93.7

0.9

5.4

Total (%)

Issued: 9 December 2022

1. Investment returns are annualised (unless stated
otherwise), except for periods less than one year.
Performance as calculated by Allan Gray as at
30 November 2022.
2. CPI plus 3% p.a. The return for November 2022 is
an estimate.

Cumulative performance since inception4
Cumulative percentage return (log scale)

Portfolio objective and benchmark

Top 10 share holdings on
30 September 2022
(updated quarterly)
Company

% of Portfolio

British American Tobacco

3.4

Glencore

3.3

Woolworths

1.7

Nedbank

1.6

AB InBev

1.5

Standard Bank

1.5

Sasol

1.3

Naspers5

1.3

Remgro

1.2

AngloGold Ashanti
Total (%)

1.2
18.1
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Allan Gray Life Stable Medical Scheme Portfolio
30 November 2022

Inception date: 19 April 2004

The restrictive monetary policy conditions that arose in earnest in the first
half of the year have continued to tighten during the third quarter, presenting
a difficult environment for risk assets. This adverse backdrop has been
exacerbated by price inflation that is proving persistently high, increasing the
likelihood of further interest rate hikes in the coming months. The risk is rising
that, in their haste to restore credibility after the excesses shown during the
COVID-19 period and before, developed market central banks overshoot in terms
of timing and severity of tighter policy implementation. Dampening demand to
this degree may result in economies tipping into recession as opposed to the
targeted “soft landing”. Coinciding with this are escalating tensions in Ukraine,
the growing energy crisis in Europe and seemingly never-ending Chinese
lockdowns resulting in a fraught environment for investors.
Longer-duration assets are particularly vulnerable in these conditions. The FTSE
World Government Bond Index has lost 21.3% year to date in US dollars, and
the Nasdaq returned -32.0% over the same period. The latter is dominated by
highly rated global technology companies, whose values rely more on earnings
further out into the future. Despite the extent of the sell-off, headline US equity
valuations do not yet appear obviously cheap. For instance, the S&P 500 (-23.9%
year to date in US dollars) trades on an 18 times price-to-earnings multiple
versus previous trough levels in the low teens. Earnings expectations are yet
to be marked down materially despite growth deteriorating and costs of doing
business increasing. In addition, the refrain of there being few alternatives to
stocks no longer holds, with cash rates and bond yields significantly higher than
prevailing yields over the last decade.

Issued: 9 December 2022

Looking at local asset classes, the FTSE/JSE All Bond Index has returned -1.3% year
to date and the FTSE/JSE All Share Index -10.1%, while the rand has given up 12.9%
against the US dollar so far this year. Importantly, we do not buy the index but rather
construct a portfolio of assets from a bottom-up perspective with valuation as a key
consideration. Since the beginning of the year, this investment process has yielded
relative outperformance across both local equities and bonds.

Fund manager quarterly
commentary as at
30 September 2022

The largest asset allocation change during the quarter was an increase in the
hedged equity position. The allocation to hedged equities, where index market
movements are hedged out, has added to the Portfolio’s return. As valuations
at a headline index level become more attractive, we would expect the weight
afforded to hedged equities in the Portfolio to decrease. Similarly, we have
viewed offshore fixed income as expensive for a prolonged period. As yields rise
to more realistic levels, a greater allocation to this asset class in time presents a
useful risk and return diversifier in line with the Portfolio’s conservative mandate.
During the quarter, the Portfolio added to its BHP, AB InBev and Ninety One
holdings and trimmed its positions in Naspers and Prosus.
Commentary contributed by Sean Munsie

Tel 0860 000 654 or +27 (0)21 415 2301 Fax 0860 000 655 or +27 (0)21 415 2492 Email institutional@allangray.co.za www.allangray.co.za

2/3

Allan Gray Life Stable Medical Scheme Portfolio
30 November 2022

Inception date: 19 April 2004

© 2022 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.

FTSE/JSE All Share Index and FTSE/JSE All Bond Index
The FTSE/JSE All Share Index and FTSE/JSE All Bond Index are calculated
by FTSE International Limited (“FTSE”) in conjunction with the JSE Limited
(“JSE”) in accordance with standard criteria. The FTSE/JSE All Share Index
and FTSE/JSE All Bond Index are the proprietary information of FTSE and
the JSE. All copyright subsisting in the values and constituent lists of the
FTSE/JSE All Share Index and FTSE/JSE All Bond Index vests in FTSE and
the JSE jointly. All their rights are reserved.

Important information
for investors

FTSE Russell Index
Source: London Stock Exchange Group plc and its group undertakings
(collectively, the “LSE Group”). © LSE Group 2022. 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.

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.

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
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Allan Gray Life Domestic Stable Portfolio
30 November 2022

Inception date: 14 November 2001

Portfolio objective and benchmark
This Portfolio is for risk-averse institutional investors. It aims to offer superior returns to money
market investments with limited capital volatility whilst striving for capital preservation over any
two-year period. In terms of Allan Gray’s risk-profiled range, this portfolio has less risk of capital
loss than the Balanced Portfolio. The benchmark is the Alexander Forbes 3-month Deposit
Index plus 2% or CPI plus 3%.

Portfolio information on 30 November 2022
Assets under management

R1 434m

Performance gross of fees

2. Alexander Forbes 3-month Deposit Index plus 2% p.a.

Cumulative performance since inception4

3. CPI plus 3% p.a. The return for November 2022 is
an estimate.






Conservatively managed pooled portfolio.
Investments selected from all local asset classes.
We attempt to limit the risk of capital loss by holding shares with limited downside or
attractive dividend yields and/or hedging stock market exposure.
Modified duration of the fixed interest component will be conservative.

Investment specifics




This Portfolio is available as a linked policy issued by Allan Gray Life Limited available
only to retirement funds and medical schemes.
Minimum investment: R20m.
Performance based fee/Fixed fee.

Cumulative percentage return (log scale)

1000

Product profile

Allan Gray Life Domestic Stable Portfolio
Benchmark2
Benchmark3

800
600

4. Since alignment date (1 December 2001).
5. Includes holding in Prosus N.V.

400

Note: There may be slight discrepancies in the totals due
to rounding.
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Compliance with Prudential Investment Guidelines

% Returns1

The Portfolio is managed to comply with Regulation 28 of the Pension Funds Act. Exposures
in excess of the limits will be corrected immediately, except where due to a change in the
fair value or characteristic of an asset, e.g. market value fluctuations, in which case they
will be corrected within a reasonable time period. Allan Gray Life Limited does not monitor
compliance with section 19(4) of the Pension Funds Act (item 6 of Table 1 to Regulation 28)
on behalf of retirement funds invested in the pool.

Since inception4

Portfolio
12.0

22

Benchmark2 Benchmark3
9.3

8.7

Latest 10 years

8.7

7.9

8.3

Latest 5 years

7.6

7.5

8.0

Latest 3 years

9.0

6.4

8.4

Latest 2 years

13.7

6.1

9.5

Latest 1 year

10.6

6.6

10.5

4.7

1.9

1.6

Top 10 share holdings on
30 September 2022
(updated quarterly)
Company

% of Portfolio

British American Tobacco

3.4

Glencore

3.3

Woolworths

1.7

Nedbank

1.6

Standard Bank

1.5

AB InBev

1.5

Sasol

1.3

Naspers5

1.3

Remgro

1.2

8.2

AngloGold Ashanti

1.2

Property

1.3

Total (%)

Commodity-linked

2.2

Latest 3 months

Asset allocation on 30 November 2022
Asset class
Net SA equities
Hedged equities

Bonds
Money market and bank deposits
Total (%)

Issued: 9 December 2022

1. Investment returns are annualised (unless stated
otherwise), except for periods less than one year.
Performance as calculated by Allan Gray as at
30 November 2022.

Total
26.0

18.0

40.8
21.5
100.0
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Allan Gray Life Domestic Stable Portfolio
30 November 2022

Inception date: 14 November 2001

The restrictive monetary policy conditions that arose in earnest in the first
half of the year have continued to tighten during the third quarter, presenting
a difficult environment for risk assets. This adverse backdrop has been
exacerbated by price inflation that is proving persistently high, increasing the
likelihood of further interest rate hikes in the coming months. The risk is rising
that, in their haste to restore credibility after the excesses shown during the
COVID-19 period and before, developed market central banks overshoot in terms
of timing and severity of tighter policy implementation. Dampening demand to
this degree may result in economies tipping into recession as opposed to the
targeted “soft landing”. Coinciding with this are escalating tensions in Ukraine,
the growing energy crisis in Europe and seemingly never-ending Chinese
lockdowns resulting in a fraught environment for investors.
Longer-duration assets are particularly vulnerable in these conditions. The FTSE
World Government Bond Index has lost 21.3% year to date in US dollars, and
the Nasdaq returned -32.0% over the same period. The latter is dominated by
highly rated global technology companies, whose values rely more on earnings
further out into the future. Despite the extent of the sell-off, headline US equity
valuations do not yet appear obviously cheap. For instance, the S&P 500 (-23.9%
year to date in US dollars) trades on an 18 times price-to-earnings multiple
versus previous trough levels in the low teens. Earnings expectations are yet to
be marked down materially despite growth deteriorating and costs of doing
business increasing. In addition, the refrain of there being few alternatives to

Issued: 9 December 2022

stocks no longer holds, with cash rates and bond yields significantly higher than
prevailing yields over the last decade.
Looking at local asset classes, the FTSE/JSE All Bond Index has returned -1.3%
year to date and the FTSE/JSE All Share Index -10.1%, while the rand has given
up 12.9% against the US dollar so far this year. Importantly, we do not buy the
index but rather construct a portfolio of assets from a bottom-up perspective
with valuation as a key consideration. Since the beginning of the year, this
investment process has yielded relative outperformance across both the equity
and fixed interest portions of the Portfolio.

Fund manager quarterly
commentary as at
30 September 2022

The largest asset allocation change during the quarter was an increase in the
hedged equity position. The allocation to hedged equities, where index market
movements are hedged out, has added to the Portfolio’s return. As valuations
at a headline index level become more attractive, we would expect the weight
afforded to hedged equities in the Portfolio to decrease.
During the quarter, the Portfolio added to its BHP, AB InBev and Ninety One
holdings and trimmed its positions in Naspers and Prosus.
Commentary contributed by Sean Munsie
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Allan Gray Life Domestic Stable Portfolio
30 November 2022

Inception date: 14 November 2001

© 2022 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.

FTSE/JSE All Share Index and FTSE/JSE All Bond Index
The FTSE/JSE All Share Index and FTSE/JSE All Bond Index are calculated by
FTSE International Limited (“FTSE”) in conjunction with the JSE Limited (“JSE”)
in accordance with standard criteria. The FTSE/JSE All Share Index and FTSE/
JSE All Bond Index are the proprietary information of FTSE and the JSE. All
copyright subsisting in the values and constituent lists of the FTSE/JSE All
Share Index and FTSE/JSE All Bond Index vests in FTSE and the JSE jointly.
All their rights are reserved.

Important information
for investors

FTSE Russell Index
Source: London Stock Exchange Group plc and its group undertakings
(collectively, the “LSE Group”). © LSE Group 2022. 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.

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.

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
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Allan Gray Life-Orbis Global Balanced (RRF) Feeder Portfolio
30 November 2022

Inception date: 1 August 2015

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-ofday 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.

Portfolio information on 30 November 2022
Assets under management

R489m

Performance net of fees1

Cumulative performance since inception
500

Cumulative percentage return (log scale)

Portfolio objective and benchmark

400
350
300

2. Investment returns are annualised (unless stated
otherwise), except for periods less than one year.
Performance as calculated by Allan Gray as at
30 November 2022.

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

3. 60% of the MSCI World Index (net dividends
reinvested) and 40% of the J.P. Morgan GBI
Global Index*.
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100

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.

0

5. Underlying holdings of Orbis funds are included on a
look-through basis.
-40

02

03

04

05

06

07

08

09

10

11

% Returns1,2

12

13

14

15

16

Portfolio

17

18

19

20

21

ZAR

US$

ZAR

US$

8.9

7.0

8.1

6.1

Latest 10 years

12.8

5.7

12.3

5.2

Latest 5 years

7.8

3.1

8.4

3.8

Latest 3 years

12.3

7.0

7.7

2.6

Latest 2 years

12.2

6.9

2.7

-2.2

Latest 1 year

10.2

3.9

-8.2

-13.5

4.6

5.4

1.2

1.9

This portfolio invests solely into the Orbis SICAV Global Balanced Fund

North Europe
America and UK

Japan

Asia
ex-Japan

Other

Net equities

57.7

15.1

21.9

8.1

8.0

4.6

Hedged equities

18.3

9.2

5.4

1.0

1.4

1.4

Fixed interest

18.5

14.3

1.3

0.1

0.1

2.7

Commodity-linked

4.8

0.0

0.0

0.0

0.0

4.8

Net current assets

0.6

0.0

0.0

0.0

0.0

0.6

100.0

38.6

28.6

9.2

9.5

14.1

Total
Currency exposure
Fund
Index

100.0
100.0

36.0
64.4

32.1
21.9

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

Top 10 holdings on
30 September 2022 (SA and
Foreign) (updated quarterly)5
Company

Asset allocation on 30 November 2022
Total

22

Benchmark3,4

Since inception

Latest 3 months

Issued: 9 December 2022

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.

16.2
10.8

8.6
0.7

7.1
2.2

% of Portfolio

SPDR Gold Trust

5.1

Samsung Electronics

4.2

Kinder Morgan

3.9

Shell

3.7

US TIPS 3 - 5 Years

3.2

US TIPS 5 - 7 Years

3.2

Schlumberger

3.0

US TIPS 1 - 3 Years

2.9

Bayer

2.2

Woodside Energy
Total (%)

1.9
33.1
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Allan Gray Life-Orbis Global Balanced (RRF) Feeder Portfolio
30 November 2022

Inception date: 1 August 2015

Do not arouse the wrath of the Great and Powerful Dollar!
We have, and it has been by far the biggest drag on relative returns so far this year.
We entered 2022 with the Portfolio’s US dollar exposure greatly below that of
the 60/40 benchmark on an accounting basis. We much, much prefer to look at
currency exposures on a fundamental basis – one that considers the location of
a company’s assets, sales and expenses, not just where its shares are listed. On
a fundamental basis, the Portfolio was still substantially underweight the dollar
coming into this year. That has been painful.
Compared to the currencies of its major trading partners, the dollar has
strengthened by 17% so far this year. For the first time in two decades, a dollar
buys more than one euro. For the first time in 24 years, a dollar buys more than
140 Japanese yen. For the first time ever, a pound bought less than US$1.04.
It is easy to see why. Higher interest rates attract investors, who must first buy the
currency to buy high-yielding assets priced in that currency. So far this year, the
gap between interest rates in the US and elsewhere has risen dramatically as the
US Federal Reserve (the Fed) belatedly wakes up to the risk of persistent inflation.
At the start of the year, US interest rates were at zero, and they are now above 3%.
Other central banks have not hiked rates as quickly, and the so-called “rate
differential” between the US and other countries has widened. That makes dollar
assets more attractive to investors, boosting demand for dollars at the expense of
other currencies. While the Fed shuns the legacy of Richard Nixon’s Fed chairman,
Arthur Burns, they appear to be taking a line from his Treasury secretary, who told
fellow finance ministers that the dollar is “our currency, but your problem.”
The dollar has other broad strengths. The US economy looks stronger than most
others, and as the global reserve currency, the dollar benefits as a “safe haven”
when investors are fearful about other assets. Crucially, the US also produces
plenty of its own oil and gas, at a time when Russia’s invasion of Ukraine has led
to skyrocketing gas prices elsewhere. That hurts the “current account” balance
of commodity importers, who must spend more of their own currency buying
commodities that are often priced in dollars.
To the dollar’s strength, the other major currencies add their own weaknesses.
The Bank of Japan, unique among its peers, refuses to raise interest rates
or abandon its cap on long-term bond yields. Instead, it has turned to direct
currency intervention for the first time since 1998. As long as bond yields remain
suppressed, that should be about as successful as ice skating uphill.
The Bank of England has also intervened (in the bond market), after the tax-cutting
“mini budget” from Liz Truss’ government sent the pound to a record low and gilt
yields to 15-year highs.

Issued: 9 December 2022

All that calls to mind a 2016 cover of The Economist featuring a greenish George
Washington with the biceps of Arnold Schwarzenegger. But we’re also mindful of
a different cover from late 2020 showing a terrified Benjamin Franklin watching
nervously as inflation caterpillars chew through his US$100 bill.

Fund manager quarterly
commentary as at
30 September 2022

The US has an inflation problem. Though the market believes inflation has peaked
in the US and is yet to peak in the UK, Europe and Japan, the breadth of inflation
matters, too. Inflation pressure is broader in the US and more closely tied to sticky
drivers like wage growth – good news for workers but bad news for the currency.
This brings us to the most important case against the dollar, and the key reason
we remain so underweight: valuation. As a starting point, we look at currency
valuations on a purchasing power basis. Intuitively, if a shopping basket costs
US$120 in the US and GBP100 in the UK, one pound should buy US$1.20. On
that basis, the US is expensive against every tradable currency we track and
breathtakingly so against the major alternatives. Our purchasing power parity
models suggest the dollar is overvalued by 33% against the euro, by 37% against
the pound and by a whopping 70% against the yen.
That quantitative metric is our starting point, not our ending point, but when a
currency is more than 20% overvalued, it suggests to us that it may be a poor
store of purchasing power.
It is hard to imagine now, with everything going right for the dollar, that anything
could shake its strength. But things could change. They always do. Resolution of
the Russia-Ukraine conflict could ease energy pressures in Europe. Japan has just
reopened its doors to tourism, and it hosted 31 million yen-purchasing tourists in
2019. Central banks elsewhere could catch up with the Fed’s interest rate hikes.
As contrarians, we like to point out that the path from “completely terrible” to
“merely bad” can be an extremely rewarding one. The same is true in the other
direction. The path from “completely perfect” to “merely excellent” can be an
extremely painful one. With currency valuations where they are, we think that is
a great risk for the dollar and a risk worth mitigating for our clients. Long-time
clients will not be surprised to find that the richer the overvaluation gets, the fewer
dollars we are likely to hold.
On the back of strong relative performance, we sold out of Progressive, a US
insurance company, and UnitedHealth, a US managed healthcare organisation.
These sales served as a source of cash to add to opportunities that we believed
presented better risk-adjusted returns, for example US Treasury Inflation Protected
Securities (TIPS).
Adapted from a commentary contributed by Alec Cutler, Orbis Investment
Management Limited, Bermuda
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Allan Gray Life-Orbis Global Balanced (RRF) Feeder Portfolio
30 November 2022

Inception date: 1 August 2015

© 2022 Allan Gray Proprietary Limited

J.P. Morgan Index

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 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 2022, J.P. Morgan Chase & Co. All
rights reserved.

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.

Important information
for investors

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 2022. 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.

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
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Allan Gray Life Global Absolute Portfolio
30 November 2022

Inception date: 18 February 2004

This Portfolio is designed for institutional investors seeking superior absolute returns (in
excess of inflation) over the long term with a higher risk tolerance in the short term than
the Balanced Portfolio. The benchmark is the mean performance of the large managers as
surveyed by consulting actuaries.

Product profile





Actively managed pooled portfolio.
Investments selected from all asset classes.
Investments may include foreign funds including, but not limited to, those managed
by Orbis. Orbis is our global investment management partner which shares the same
founder and investment philosophy as Allan Gray.
Fully reflects the manager’s strong investment convictions and could deviate
considerably in both asset allocation and stock selection from the average
retirement portfolio.

Investment specifics






This Portfolio is available as a linked policy issued by Allan Gray Life Limited available
only to retirement funds.
Minimum investment: R20m.
Performance based fee.
The Base Refundable Fee Reserve is levied in the underlying Orbis funds.

Compliance with Prudential Investment Guidelines

The Portfolio is managed to comply with Regulation 28 of the Pension Funds Act. Exposures
in excess of the limits will be corrected immediately, except where due to a change in the
fair value or characteristic of an asset, e.g. market value fluctuations, in which case they
will be corrected within a reasonable time period. Allan Gray Life Limited does not monitor
compliance with section 19(4) of the Pension Funds Act (item 6 of Table 1 to Regulation 28)
on behalf of retirement funds invested in the pool.

Portfolio information on 30 November 2022
Assets under management

R2 183m

Performance1
Cumulative performance since inception 4

Allan Gray Life Global Absolute Portfolio
Benchmark3

2. Investment returns are annualised (unless stated
otherwise), except for periods less than one year.
Performance as calculated by Allan Gray as at
30 November 2022.

4. Since alignment date (1 March 2004).

400

5. Including currency hedges.

300

6. Underlying holdings of Orbis funds are included on a
look-through basis.

200

7. Includes holding in Prosus N.V.

150
100

Note: There may be slight discrepancies in the totals due
to rounding.
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Benchmark3

Since inception4

13.0

12.8

Latest 10 years

8.7

9.4

Latest 5 years

6.2

7.4

Latest 3 years

10.2

10.6

Latest 2 years

15.3

13.2

Latest 1 year

12.6

6.5

6.3

6.2

Latest 3 months

Asset allocation on 30 November 2022
Asset class

Total

South
Africa

Africa
ex-SA

Foreign
ex-Africa

Net equities

57.8

41.9

3.5

12.4

Hedged equities

24.6

17.3

0.0

7.3

0.3

0.3

0.0

0.0

Property
Commodity-linked

3.8

3.8

0.0

0.0

Bonds

5.8

5.2

0.0

0.5

Money market and bank deposits

7.8

5.5

0.25

2.1

100.0

74.0

3.7

22.3

Total (%)

Issued: 9 December 2022

1. Performance gross of local fees, net of foreign fees.

3. Mean of Alexander Forbes Global Large Manager Watch.
The return for November 2022 is an estimate.

900

Cumulative percentage return (log scale)

Portfolio objective and benchmark

Top 10 share holdings on
30 September 2022 (SA and
Foreign) (updated quarterly)6
Company
British American Tobacco

% of Portfolio
7.9

Glencore

6.5

Naspers7

4.3

AB InBev

3.7

Woolworths

3.5

Standard Bank

2.8

Sasol

2.7

Remgro

2.4

Nedbank

1.9

BHP

1.8

Total (%)

37.5
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Allan Gray Life Global Absolute Portfolio
30 November 2022

Inception date: 18 February 2004

The US dollar has made significant gains this year: The rand has lost 13% of its
value against the US dollar year to date, the British pound has lost 21%, and the
Turkish lira has given up 40%. Why?
On the one hand, currency is just a medium of exchange. The intrinsic value is in
the underlying assets – property, goods, companies – and the paper money that
you use in exchange for these goods is arbitrary. On the other hand, ask anyone
in Zimbabwe, Lebanon or Venezuela what they think of this theory, and you will
get a different view. The values of currencies influence the real-world economy.
How does one decide which currency is a good store of value? Like valuing
anything, this is not an exact science. Investors typically consider:
1. The quality and track record of the issuing central bank. Can it be
trusted to limit the supply of money?
2. The amount a country has in foreign reserves. Can the country pay for
imports using foreign money it already owns, or does it have to buy
foreign money?
3. The fundamentals of the sovereign. Countries with stable laws
and growing economies are more likely to have currencies that are
increasing in value.
4. Some measure of purchasing power parity, like the Big Mac index.
Purchasing power parity is a rough indication of how cheap things are
in a country compared to others.
But one can’t deny that sentiment plays a large role in currency moves,
even over long periods of time. The dollar and Swiss franc are traditionally
considered safe havens in times of trouble, and this expectation has not
disappointed so far in 2022. Very few assets have outperformed the dollar
over this period.

1

We are always wary of the consensus view. The dollar’s fundamentals are
good compared with many other currencies but not that good in absolute
terms. US inflation is running at 8.3%, which means that investors holding
dollars are able to buy fewer baskets of goods every year, even when taking
the interest earned on their cash into account. The US Federal Reserve has
not done a very good job of controlling the money supply and has been far
behind the curve in fighting inflation. The US political landscape (and society)
is becoming more fractured and unstable, citizens and the government are
heavily indebted, and Big Macs are cheaper in almost every other country than
in the US. Sceptical investors see signs of a loss of confidence in the dollar in
things like meme stocks and non-fungible tokens (NFTs).

Fund manager quarterly
commentary as at
30 September 2022

Investors are fickle, and sentiment can change quickly. One doesn’t need
to know in advance what will cause the change – it could be a new law or a
diplomatic incident – but if your investment is underpinned by sentiment and
not by fundamentals, the risk of permanent capital loss is always there.
There are no sure things in investing. The Portfolio seeks to provide diversified
exposure to a group of income-generating companies trading at less than their
intrinsic value and to a basket of select currencies. The foreign portion of the
Portfolio is currently underweight the dollar.
The Portfolio returned 0.9% for the quarter, better than the benchmark, which
delivered -0.2%1. The foreign portion of the Portfolio returned 2.8% in rands,
outperforming a standard 60/40 portfolio (60% in the MSCI World Index, 40%
in global government bonds).
During the quarter, the Portfolio swapped Naspers shares for Prosus shares,
bought shares in Mondi, and sold shares in Glencore.
Commentary contributed by Jacques Plaut

The return for September 2022 is an estimate.

Issued: 9 December 2022
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Allan Gray Life Global Absolute Portfolio
30 November 2022

Inception date: 18 February 2004

© 2022 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.

Important information
for investors

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.

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.

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

Issued: 9 December 2022
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Allan Gray Life Global Balanced Portfolio
30 November 2022

Inception date: 31 August 2000

This Portfolio is for institutional investors with an average risk tolerance. It aims to offer
long-term returns superior to the benchmark, but at lower risk of capital loss. In terms of
Allan Gray’s risk-profiled range, this Portfolio has a higher risk of capital loss than the Stable
Portfolio, but less than the Absolute Portfolio. The benchmark is the mean performance of
the large managers as surveyed by consulting actuaries.

Product profile





Actively managed pooled portfolio.
Investments selected from all asset classes.
Investments may include foreign funds including, but not limited to, those managed
by Orbis. Orbis is our global investment management partner which shares the same
founder and investment philosophy as Allan Gray.
Represents Allan Gray’s ‘houseview’ for a global balanced mandate.

Investment specifics





This Portfolio is available as a linked policy issued by Allan Gray Life Limited available
only to retirement funds.
Minimum investment: R20m.
Performance based fee.
The Investor Class Fee is levied on the Orbis funds.

Compliance with Prudential Investment Guidelines

The Portfolio is managed to comply with Regulation 28 of the Pension Funds Act. Exposures
in excess of the limits will be corrected immediately,except where due to a change in the
fair value or characteristic of an asset, e.g. market value fluctuations, in which case they
will be corrected within a reasonable time period. Allan Gray Life Limited does not monitor
compliance with section 19(4) of the Pension Funds Act (item 6 of Table 1 to Regulation 28)
on behalf of retirement funds invested in the pool.

Portfolio information on 30 November 2022
Assets under management

R2 273m

Performance1

Cumulative performance since inception4
2500

Cumulative percentage return (log scale)

Portfolio objective and benchmark

1400

4. Since alignment date (1 September 2000).
5. Including currency hedges.

900

6. Underlying holdings of Orbis funds are included on a
look-through basis.

400
300

7. Includes holding in Prosus N.V.

200

Note: There may be slight discrepancies in the totals due
to rounding.
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Benchmark3

4

Since inception

15.8

Latest 10 years

10.7

9.4

Latest 5 years

7.5

7.4

Latest 3 years

12.3

10.6

Latest 2 years

16.4

13.2

Latest 1 year

13.2

6.5

7.2

6.2

Latest 3 months

12.6

Asset allocation on 30 November 2022
Asset class
Net equities
Hedged equities

Total
65.6
14.4

South
Africa

Africa
ex-SA

48.4

1.4

5.0

0.0

Foreign
ex-Africa
15.8

Top 10 share holdings on
30 September 2022 (SA and
Foreign) (updated quarterly)6
Company

% of Portfolio

British American Tobacco

6.5

Glencore

4.7

Naspers7

4.2

Woolworths

2.8

AB InBev

2.5

Nedbank

2.4

Sasol

2.0

Sibanye-Stillwater

2.0

Remgro

1.9

9.4

Mondi Plc

1.6

Total (%)

30.7

Property

1.0

1.0

0.0

0.0

Commodity-linked

2.4

2.4

0.0

0.0

Bonds

9.5

7.5

1.1

0.9

Money market and bank deposits

7.0

4.0

0.15

2.9

100.0

68.4

2.7

28.9

Total (%)

Issued: 9 December 2022

2. Investment returns are annualised (unless stated
otherwise), except for periods less than one year.
Performance as calculated by Allan Gray as at
30 November 2022.
3. Mean of Alexander Forbes Global Large Manager Watch.
The return for November 2022 is an estimate.

Allan Gray Life Global Balanced Portfolio
Benchmark3

1900

1. Performance gross of local fees, net of foreign fees.
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Allan Gray Life Global Balanced Portfolio
30 November 2022

Inception date: 31 August 2000

The US dollar has made significant gains this year: The rand has lost 13% of its
value against the US dollar year to date, the British pound has lost 21%, and the
Turkish lira has given up 40%. Why?
On the one hand, currency is just a medium of exchange. The intrinsic value is in
the underlying assets – property, goods, companies – and the paper money that
you use in exchange for these goods is arbitrary. On the other hand, ask anyone
in Zimbabwe, Lebanon or Venezuela what they think of this theory, and you will
get a different view. The values of currencies influence the real-world economy.
How does one decide which currency is a good store of value? Like valuing
anything, this is not an exact science. Investors typically consider:
1. The quality and track record of the issuing central bank. Can it be
trusted to limit the supply of money?
2. The amount a country has in foreign reserves. Can the country pay for
imports using foreign money it already owns, or does it have to buy
foreign money?
3. The fundamentals of the sovereign. Countries with stable laws
and growing economies are more likely to have currencies that are
increasing in value.
4. Some measure of purchasing power parity, like the Big Mac index.
Purchasing power parity is a rough indication of how cheap things are
in a country compared to others.
But one can’t deny that sentiment plays a large role in currency moves,
even over long periods of time. The dollar and Swiss franc are traditionally
considered safe havens in times of trouble, and this expectation has not
disappointed so far in 2022. Very few assets have outperformed the dollar
over this period.

1

We are always wary of the consensus view. The dollar’s fundamentals are
good compared with many other currencies but not that good in absolute
terms. US inflation is running at 8.3%, which means that investors holding
dollars are able to buy fewer baskets of goods every year, even when taking
the interest earned on their cash into account. The US Federal Reserve has
not done a very good job of controlling the money supply and has been far
behind the curve in fighting inflation. The US political landscape (and society)
is becoming more fractured and unstable, citizens and the government are
heavily indebted, and Big Macs are cheaper in almost every other country than
in the US. Sceptical investors see signs of a loss of confidence in the dollar in
things like meme stocks and non-fungible tokens (NFTs).

Fund manager quarterly
commentary as at
30 September 2022

Investors are fickle, and sentiment can change quickly. One doesn’t need
to know in advance what will cause the change – it could be a new law or a
diplomatic incident – but if your investment is underpinned by sentiment and
not by fundamentals, the risk of permanent capital loss is always there.
There are no sure things in investing. The Portfolio seeks to provide diversified
exposure to a group of income-generating companies trading at less than their
intrinsic value and to a basket of select currencies. The foreign portion of the
Portfolio is currently underweight the dollar.
The Portfolio returned 1.0% for the quarter, better than the benchmark, which
delivered -0.2%1. The foreign portion of the Portfolio returned 2.5% in rands,
in line with a standard 60/40 portfolio (60% in the MSCI World Index, 40% in
global government bonds).
During the quarter, the Portfolio swapped Naspers shares for Prosus shares,
bought shares in Mondi, and sold shares in Glencore.
Commentary contributed by Jacques Plaut

The return for September 2022 is an estimate.

Issued: 9 December 2022
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Allan Gray Life Global Balanced Portfolio
30 November 2022

Inception date: 31 August 2000

© 2022 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.

Important information
for investors

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.

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.

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
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Allan Gray Life Global Balanced (RRF) Portfolio
30 November 2022

Inception date: 1 August 2015

This Portfolio is for institutional investors with an average risk tolerance. It aims to offer longterm returns superior to the benchmark, but at lower risk of capital loss. In terms of Allan Gray’s
risk-profiled range, this Portfolio has a higher risk of capital loss than the Stable Portfolio, but less
than the Absolute Portfolio. The benchmark is the mean performance of the large managers as
surveyed by consulting actuaries.

Product profile





Actively managed pooled portfolio.
Investments selected from all asset classes.
Investments may include foreign funds including, but not limited to, those managed
by Orbis. Orbis is our global investment management partner which shares the same
founder and investment philosophy as Allan Gray.
Represents Allan Gray’s ‘houseview’ for a global balanced mandate.

Investment specifics





This Portfolio is available as a linked policy issued by Allan Gray Life Limited available
only to retirement funds.
Minimum investment: R20m.
Performance based fee.
The Base Refundable Reserve Fee is levied on the Orbis funds.

Compliance with Prudential Investment Guidelines

The Portfolio is managed to comply with Regulation 28 of the Pension Funds Act. Exposures
in excess of the limits will be corrected immediately, except where due to a change in the
fair value or characteristic of an asset, e.g. market value fluctuations, in which case they
will be corrected within a reasonable time period. Allan Gray Life Limited does not monitor
compliance with section 19(4) of the Pension Funds Act (item 6 of Table 1 to Regulation 28)
on behalf of retirement funds invested in the pool.

Portfolio information on 30 November 2022
R26 614m

Assets under management

Performance

Cumulative performance since inception
2600
1900
1500

3. Investment returns are annualised (unless stated
otherwise), except for periods less than one year.
Performance as calculated by Allan Gray as at
30 November 2022.

Allan Gray Life Global Balanced (RRF) Portfolio
Benchmark4

1100
700

4. Mean of Alexander Forbes Global Large Manager Watch.
The return for November 2022 is an estimate.

400

5. Including currency hedges.

200

6. Underlying holdings of Orbis funds are included on a
look-through basis.

100

7. Includes holding in Prosus N.V.

300

50
0
-10

Note: There may be slight discrepancies in the totals due
to rounding.
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% Returns2,3

Portfolio

Benchmark4

Since inception

15.8

12.6

Latest 10 years

10.7

9.4

Latest 5 years

7.7

7.4

Latest 3 years

12.2

10.6

Latest 2 years

16.4

13.2

Latest 1 year

13.3

6.5

7.2

6.2

Latest 3 months

Asset allocation on 30 November 2022
Asset class

Total

South
Africa

Africa
ex-SA

Foreign
ex-Africa

Top 10 share holdings on
30 September 2022 (SA and
Foreign) (updated quarterly)6
Company

% of Portfolio

British American Tobacco

6.6

Glencore

4.7

Naspers7

4.2

Woolworths

2.9

Net equities

65.0

47.9

1.4

15.8

AB InBev

2.5

Hedged equities

14.5

5.1

0.0

9.4

Nedbank

2.4

Property

1.0

1.0

0.0

0.0

Sasol

2.1

Commodity-linked

2.4

2.4

0.0

0.0

Sibanye-Stillwater

2.0

10.2

8.1

1.1

1.0

Remgro

1.9

6.8

3.9

0.15

2.8

Mondi Plc

1.6

100.0

68.4

2.6

29.0

Total (%)

30.9

Bonds
Money market and bank deposits
Total (%)

Issued: 9 December 2022

1. Performance gross of local fees, net of foreign fees.
2. The returns prior to 1 August 2015 are those of the
Allan Gray Life Global Balanced Portfolio since its
inception on 31 August 2000. The Investor Class Fee
was levied in the underlying Orbis funds.

1,2

Cumulative percentage return (log scale)

Portfolio objective and benchmark
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Allan Gray Life Global Balanced (RRF) Portfolio
30 November 2022

Inception date: 1 August 2015

The US dollar has made significant gains this year: The rand has lost 13% of its
value against the US dollar year to date, the British pound has lost 21%, and the
Turkish lira has given up 40%. Why?
On the one hand, currency is just a medium of exchange. The intrinsic value is in
the underlying assets – property, goods, companies – and the paper money that
you use in exchange for these goods is arbitrary. On the other hand, ask anyone
in Zimbabwe, Lebanon or Venezuela what they think of this theory, and you will
get a different view. The values of currencies influence the real-world economy.
How does one decide which currency is a good store of value? Like valuing
anything, this is not an exact science. Investors typically consider:
1. The quality and track record of the issuing central bank. Can it be
trusted to limit the supply of money?
2. The amount a country has in foreign reserves. Can the country pay for
imports using foreign money it already owns, or does it have to buy
foreign money?
3. The fundamentals of the sovereign. Countries with stable laws
and growing economies are more likely to have currencies that are
increasing in value.
4. Some measure of purchasing power parity, like the Big Mac index.
Purchasing power parity is a rough indication of how cheap things are
in a country compared to others.
But one can’t deny that sentiment plays a large role in currency moves,
even over long periods of time. The dollar and Swiss franc are traditionally
considered safe havens in times of trouble, and this expectation has not
disappointed so far in 2022. Very few assets have outperformed the dollar
over this period.

1

We are always wary of the consensus view. The dollar’s fundamentals are
good compared with many other currencies but not that good in absolute
terms. US inflation is running at 8.3%, which means that investors holding
dollars are able to buy fewer baskets of goods every year, even when taking
the interest earned on their cash into account. The US Federal Reserve has
not done a very good job of controlling the money supply and has been far
behind the curve in fighting inflation. The US political landscape (and society)
is becoming more fractured and unstable, citizens and the government are
heavily indebted, and Big Macs are cheaper in almost every other country than
in the US. Sceptical investors see signs of a loss of confidence in the dollar in
things like meme stocks and non-fungible tokens (NFTs).

Fund manager quarterly
commentary as at
30 September 2022

Investors are fickle, and sentiment can change quickly. One doesn’t need
to know in advance what will cause the change – it could be a new law or a
diplomatic incident – but if your investment is underpinned by sentiment and
not by fundamentals, the risk of permanent capital loss is always there.
There are no sure things in investing. The Portfolio seeks to provide diversified
exposure to a group of income-generating companies trading at less than their
intrinsic value and to a basket of select currencies. The foreign portion of the
Portfolio is currently underweight the dollar.
The Portfolio returned 1.1% for the quarter, better than the benchmark, which
delivered -0.2%1. The foreign portion of the Portfolio returned 2.8% in rands,
outperforming a standard 60/40 portfolio (60% in the MSCI World Index, 40%
in global government bonds).
During the quarter, the Portfolio swapped Naspers shares for Prosus shares,
bought shares in Mondi, and sold shares in Glencore.
Commentary contributed by Jacques Plaut

The return for September 2022 is an estimate.
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Allan Gray Life Global Balanced (RRF) Portfolio
30 November 2022

Inception date: 1 August 2015

© 2022 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.

Important information
for investors

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.

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.

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
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Allan Gray Life Global Stable Portfolio
30 November 2022

Inception date: 15 July 2004

This Portfolio is for risk-averse institutional investors. It aims to offer superior returns to
money market investments with limited capital volatility whilst striving for capital preservation
over any two-year period. In terms of Allan Gray’s risk-profiled range, this Portfolio has less risk
of capital loss than the Balanced Portfolio. The benchmark is the Alexander Forbes 3-month
Deposit Index plus 2% or CPI plus 3%.

Product profile







Conservatively managed pooled portfolio.
Investments selected from all asset classes.
Investments may include foreign funds including, but not limited to, those managed
by Orbis. Orbis is our global investment management partner which shares the same
founder and investment philosophy as Allan Gray.
We attempt to limit the risk of capital loss by holding shares with limited downside or
attractive dividend yields and/or hedging stock market exposure.
Modified duration of the fixed interest portfolio will be conservative.

Investment specifics




This Portfolio is available as a linked policy issued by Allan Gray Life Limited available
only to retirement funds.
Minimum investment: R20m.
Performance based fee/Fixed fee.

Compliance with Prudential Investment Guidelines
The Portfolio is managed to comply with Regulation 28 of the Pension Funds Act. Exposures
in excess of the limits will be corrected immediately, except where due to a change in the
fair value or characteristic of an asset, e.g. market value fluctuations, in which case they
will be corrected within a reasonable time period. Allan Gray Life Limited does not monitor
compliance with section 19(4) of the Pension Funds Act (item 6 of Table 1 to Regulation 28)
on behalf of retirement funds invested in the pool.

Portfolio information on 30 November 2022
Assets under management

R4 902m

Cumulative performance since inception5
700
500

3. Alexander Forbes 3-month Deposit Index plus 2%.

Allan Gray Life Global Stable Portfolio
Benchmark3
Benchmark4

4. CPI plus 3%. The return for November 2022 is
an estimate.
5. Since alignment date (1 August 2004).

300
260

6. Including currency hedges.

200

7. Underlying holdings of Orbis funds are included on a
look-through basis.

120
100
80
60

8. Includes holding in Prosus N.V.
Note: There may be slight discrepancies in the totals due
to rounding.
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Benchmark3
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5

Since inception

11.4

8.8

8.7

Latest 10 years

9.3

7.9

8.3

Latest 5 years

7.4

7.5

8.0

Latest 3 years

9.2

6.4

8.4

Latest 2 years

12.3

6.1

9.5

Latest 1 year

9.6

6.6

10.5

Latest 3 months

4.0

1.9

1.6

Asset allocation on 30 November 2022
Asset class
Net equities
Hedged equities

Total
26.0
21.8

South
Africa

Africa
ex-SA

17.4

1.0

11.2

0.0

Foreign
ex-Africa
7.7
10.6

Property

1.1

1.0

0.0

0.2

Commodity-linked

3.0

2.4

0.0

0.6

Bonds

32.7

23.8

2.7

6.2

Money market and bank deposits

15.4

12.5

0.16

2.7

100.0

68.2

3.8

27.9

Total (%)

Issued: 9 December 2022

1. Performance gross of local fees, net of foreign fees.
2. Investment returns are annualised (unless stated
otherwise), except for periods less than one year.
Performance as calculated by Allan Gray as at
30 November 2022.

Performance1
Cumulative percentage return (log scale)

Portfolio objective and benchmark

Top 10 share holdings on
30 September 2022 (SA and
Foreign) (updated quarterly)7
Company

% of Portfolio

British American Tobacco

2.9

Glencore

2.7

Nedbank

1.5

Standard Bank

1.4

AB InBev

1.3

Sasol

1.2

Woolworths

1.2

Remgro

1.1

Naspers8

1.1

Sibanye-Stillwater
Total (%)

1.1
15.6
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Allan Gray Life Global Stable Portfolio
30 November 2022

Inception date: 15 July 2004

The restrictive monetary policy conditions that arose in earnest in the first
half of the year have continued to tighten during the third quarter, presenting
a difficult environment for risk assets. This adverse backdrop has been
exacerbated by price inflation that is proving persistently high, increasing the
likelihood of further interest rate hikes in the coming months. The risk is rising
that, in their haste to restore credibility after the excesses shown during the
COVID-19 period and before, developed market central banks overshoot in terms
of timing and severity of tighter policy implementation. Dampening demand to
this degree may result in economies tipping into recession as opposed to the
targeted “soft landing”. Coinciding with this are escalating tensions in Ukraine,
the growing energy crisis in Europe and seemingly never-ending Chinese
lockdowns resulting in a fraught environment for investors.
Longer-duration assets are particularly vulnerable in these conditions. The FTSE
World Government Bond Index has lost 21.3% year to date in US dollars, and
the Nasdaq returned -32.0% over the same period. The latter is dominated by
highly rated global technology companies, whose values rely more on earnings
further out into the future. Despite the extent of the sell-off, headline US equity
valuations do not yet appear obviously cheap. For instance, the S&P 500 (-23.9%
year to date in US dollars) trades on an 18 times price-to-earnings multiple
versus previous trough levels in the low teens. Earnings expectations are yet
to be marked down materially despite growth deteriorating and costs of doing
business increasing. In addition, the refrain of there being few alternatives to
stocks no longer holds, with cash rates and bond yields significantly higher than
prevailing yields over the last decade.

Issued: 9 December 2022

Looking at local asset classes, the FTSE/JSE All Bond Index has returned
-1.3% year to date and the FTSE/JSE All Share Index -10.1%, while the rand
has given up 12.9% against the US dollar so far this year. Importantly, we do
not buy the index but rather construct a portfolio of assets from a bottom-up
perspective with valuation as a key consideration. Since the beginning of the
year, this investment process has yielded relative outperformance across both
local equities and bonds, as well as the Portfolio’s offshore holdings.

Fund manager quarterly
commentary as at
30 September 2022

The largest asset allocation change during the quarter was an increase in
the hedged equity position. The allocation to hedged equities, where index
market movements are hedged out, has added to the Portfolio’s return. As
valuations at a headline index level become more attractive, we would expect
the weight afforded to hedged equities in the Portfolio to decrease. Similarly,
we have viewed offshore fixed income as expensive for a prolonged period.
As yields rise to more realistic levels, a greater allocation to this asset class
in time presents a useful risk and return diversifier in line with the Portfolio’s
conservative mandate.
During the quarter, the Portfolio added to its BHP, AB InBev and Ninety One
holdings and trimmed its positions in Naspers and Prosus.
Commentary contributed by Sean Munsie
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Allan Gray Life Global Stable Portfolio
30 November 2022

Inception date: 15 July 2004

© 2022 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.

FTSE/JSE All Share Index and FTSE/JSE All Bond Index
The FTSE/JSE All Share Index and FTSE/JSE All Bond Index are calculated by
FTSE International Limited (“FTSE”) in conjunction with the JSE Limited (“JSE”)
in accordance with standard criteria. The FTSE/JSE All Share Index and FTSE/
JSE All Bond Index are the proprietary information of FTSE and the JSE. All
copyright subsisting in the values and constituent lists of the FTSE/JSE All
Share Index and FTSE/JSE All Bond Index vests in FTSE and the JSE jointly.
All their rights are reserved.

Important information
for investors

FTSE Russell Index
Source: London Stock Exchange Group plc and its group undertakings
(collectively, the “LSE Group”). © LSE Group 2022. 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.

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.

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
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Allan Gray Life-Orbis Global Equity Portfolio
30 November 2022

Inception date: 18 May 2004

The objective of the Portfolio is to outperform the FTSE World Index at no greater-thanaverage risk of loss in its sector. The benchmark is the FTSE World Index, including income.

Product profile


This is a feeder portfolio, investing in the Orbis Global Equity 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 Investor Class Fee is levied in the underlying Orbis Global Equity Fund.

Portfolio information on 30 November 2022
Assets under management

R223m

Performance net of fees
Cumulative performance since inception1
1100

Cumulative percentage return (log scale)

Portfolio objective and benchmark

750

1. Investment returns are annualised (unless stated
otherwise), except for periods less than one year.
Performance as calculated by Allan Gray as at
30 November 2022.
2. FTSE World Index, including income.
3. Underlying holdings of Orbis funds are included on a
look-through basis.

Allan Gray Life-Orbis Global Equity Portfolio
Benchmark2

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

US$

ZAR

US$

Since inception

13.5

8.1

13.7

8.2

Latest 10 years

15.9

8.6

17.0

9.6

Latest 5 years

7.1

2.5

12.3

7.4

Latest 3 years

11.2

6.0

13.0

7.7

Latest 2 years

7.1

2.0

9.5

4.3

Latest 1 year

0.4

-5.4

-4.8

-10.3

Latest 3 months

4.6

5.4

3.3

4.0

Asset allocation on 30 November 2022
Total
Net equities
Net current assets
Total

96.5

North Europe
America and UK
46.4

Japan

22.3

14.2

Asia
ex-Japan

Other

11.1

2.5

3.5

0.0

0.0

0.0

0.0

3.5

100.0

46.4

22.3

14.2

11.1

6.1

Top 10 share holdings on
30 September 2022
(updated quarterly)3
Company

% of Portfolio

British American Tobacco

6.9

FLEETCOR Technologies

4.3

Global Payments

3.7

Shell

3.3

Progressive

2.9

GXO Logistics

2.7

XPO Logistics

2.6

ING Groep

2.5

Jardine Matheson Holdings

2.5

Samsung Electronics
Total (%)

2.4
33.9

Currency exposure of the Orbis Global Equity Fund

Issued: 9 December 2022

Fund

100.0

49.2

24.2

14.1

7.4

5.1

Index

100.0

67.6

17.3

6.5

4.8

3.8
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Allan Gray Life-Orbis Global Equity Portfolio
30 November 2022

Inception date: 18 May 2004

The heady days of the “Everything Bubble” of 2021 now seem like a distant
memory. Global equities have declined over 20% in US dollars since the start of the
year, and the most speculative areas of the market have seen far steeper losses.

We believe that the business should be able to deliver earnings growth of 15-20% per
annum over our investment horizon. Therefore, at less than 12 times our estimate of
2022 earnings per share, Global Payments offers exceptional value in our view.

Despite this backdrop, we are enthusiastic about the opportunities for bottom-up
stock selection. Although we are not beholden to any particular style of investing, as
contrarians, we are naturally drawn to areas of the market that are out of favour and
thus to shares that would typically be classified as “value”. For more than a decade,
many investors had an insatiable appetite for growth and were willing to pay almost
any price for it but over the past 18 to 24 months, the narrative has changed.

As with Global Payments, FLEETCOR shares have also suffered from SMME-related
concerns. The company operates niche payment networks in fuel, lodging, tolls and
corporate payments. They primarily enable SMME customers to control spending
of company money on expenses and payments to suppliers.

What’s most exciting is that we believe value still has a long way to go – it remains
in the midst of a historic dislocation. This explains our continued enthusiasm and
positioning, which has a stronger tilt in the direction of value than any other time in
the Portfolio’s history, with the exception of the dotcom bubble in the late 1990s.
While we have written in the past about the Portfolio’s more classic “value” holdings
in the energy and mining sectors, we are also finding compelling value in very
different types of businesses. Two of our largest holdings, Global Payments and
FLEETCOR Technologies, provide an illustration. We sometimes refer to them as
“quality cyclicals”, which is to say that they are excellent businesses, but they also
come with exposure to the ups and downs of the broader economy. As long-term
investors, that’s just fine with us. In the short term, cycles can produce buying
opportunities when others are pessimistic, while the underlying quality of the
businesses gives us the confidence needed to wait patiently for sentiment to
improve over the longer term.
Global Payments provides merchants – often small and medium-sized enterprises
(SMMEs) – with a platform to process credit and debit card transactions. When we
began looking at the company last year, its shares were deeply out of favour. The
pandemic was a major blow to spending on many of the services and experiences
provided by SMMEs. At the same time, “disruptive” new competitors caught the
imagination of many investors, and the “legacy” payment companies like Global
Payments were left behind.
There are valid reasons to be cautious. Like any technology, the payments space
evolves rapidly and the competitive threat is real. And while SMMEs may have
begun to recover from the pandemic, discretionary spending may suffer yet again
on fresh consumer fears about recession and the cost of living. As a result, Global
Payments went from trading at a significant (30-50%) premium to the S&P 500
prior to the pandemic to about a 30% discount today.
Still, we think Global Payments is trading at an excessively pessimistic valuation
for a few reasons. The industry “pie” is growing at 8-12% per annum, and Global
Payments is maintaining market share. The company bundles payment services
with useful software, making its customers very sticky. And it is expanding into
business-to-business payments, a market more than double the size of businessto-consumer payments.
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As an example, imagine a local towing company whose truckers frequently need
to buy fuel. Rather than giving those employees a general-purpose credit card,
FLEETCOR issues “Fuelman” cards that allow the truckers to pay for fuel and other
pre-approved expenses. The towing company can reduce unauthorised expenses,
and the gas stations in FLEETCOR’s network can count on a captive stream of
business from the drivers.
FLEETCOR is an excellent business which we believe can grow earnings per share
at approximately 20% per annum over the medium to long term. Since FLEETCOR’s
IPO in 2010, the stock has risen sevenfold, driven by a combination of organic
growth and savvy acquisitions by CEO Ron Clarke.
Looking ahead, FLEETCOR still has a lot of dry powder, and we expect Clarke to put
the equivalent of 40% of the company’s market cap to work in the coming years. At
current prices, there may be few better targets than FLEETCOR’s own stock, and
we’ve been pleased to see management buying back shares when they have been
trading below our assessment of intrinsic value. FLEETCOR trades at 11 times
forward earnings. Like Global Payments, it previously traded at a premium to the S&P
500 just a few years ago, but now trades at a discount that we believe is unwarranted.
It’s always exciting to be able to find shares of above-average businesses trading
at below-average valuations. Global Payments and FLEETCOR stand out as two –
among many – such examples in the current Portfolio, and we continue to believe
this is an unusually attractive time to be a bottom-up stockpicker.
We added to the position in FLEETCOR following price weakness and added to
some existing positions in the materials and energy sectors.
We funded these purchases by selling the position in Diageo after outperformance
had reduced the discount to our assessment of intrinsic value and trimming the
positions in UnitedHealth and Elevance Health, both US health insurers.
Adapted from a commentary contributed by John Christy, Orbis Investments
(Canada) Ltd., Vancouver
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© 2022 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.

Important information
for investors

Past performance is not indicative of future performance.

FTSE Russell Index
Source: London Stock Exchange Group plc and its group undertakings
(collectively, the “LSE Group”). © LSE Group 2022. 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.

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
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The objective of the Portfolio is to outperform the MSCI World Index at no greaterthan-average risk of loss in its sector. The benchmark is the MSCI World Index, with net
dividends reinvested.

Product profile


This is a feeder portfolio, investing in the Orbis Institutional Global Equity 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 Institutional
Global Equity Fund.

Portfolio information on 30 November 2022
Assets under management

R641m

Performance net of fees1

Cumulative performance since inception

800
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1. The returns prior to 1 April 2015 are those of the
Allan Gray Life-Orbis Global Equity Portfolio since its
inception on 18 May 2004. The Investor Class Fee was
levied in the underlying Orbis Global Equity Fund.
2. Investment returns are annualised (unless stated
otherwise), except for periods less than one year.
Performance as calculated by Allan Gray as at
30 November 2022.

1100

Cumulative percentage return (log scale)

Portfolio objective and benchmark

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

3. MSCI World Index, with net dividends reinvested.
4. The benchmark prior to 1 April 2015 is that of the
Allan Gray Life-Orbis Global Equity Portfolio which is
the FTSE World Index, including income.
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5. Underlying holdings of Orbis funds are included on a
look-through basis.
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Note: There may be slight discrepancies in the totals due
to rounding.
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Top 10 share holdings on
30 September 2022
(updated quarterly)5

ZAR

US$

ZAR

US$

Since inception

13.8

8.3

13.6

8.1

Latest 10 years

16.4

9.1

16.7

9.4

Company

7.4

British American Tobacco

6.7
4.4

Latest 5 years

8.2

3.6

12.2

% of Portfolio

Latest 3 years

11.4

6.2

12.8

7.5

FLEETCOR Technologies

Latest 2 years

7.3

2.2

9.4

4.2

Global Payments

3.9

Latest 1 year

0.8

-5.0

-5.4

-10.9

Shell

3.4

Latest 3 months

5.3

6.0

3.2

4.0

GXO Logistics

2.8

Progressive

2.8

XPO Logistics

2.6

ING Groep

2.6

Howmet Aerospace

2.5

Asset allocation on 30 November 2022
Total
Net equities
Net current assets
Total (%)

North Europe
America and UK

Japan

Asia
ex-Japan

Other

97.6

47.2

22.2

14.3

11.1

2.7

2.4

0.0

0.0

0.0

0.0

2.4

100.0

47.2

22.2

14.3

11.1

5.1

Jardine Matheson Holdings
Total (%)

2.4
34.1

Currency exposure of the Orbis Institutional Global Equity Fund
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Fund

100.0

48.6

24.0

14.3

7.6

5.5

Index

100.0

72.6

17.7

6.0

1.2

2.5
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The heady days of the “Everything Bubble” of 2021 now seem like a distant
memory. Global equities have declined over 20% in US dollars since the start of the
year, and the most speculative areas of the market have seen far steeper losses.

We believe that the business should be able to deliver earnings growth of 15-20% per
annum over our investment horizon. Therefore, at less than 12 times our estimate of
2022 earnings per share, Global Payments offers exceptional value in our view.

Despite this backdrop, we are enthusiastic about the opportunities for bottom-up
stock selection. Although we are not beholden to any particular style of investing, as
contrarians, we are naturally drawn to areas of the market that are out of favour and
thus to shares that would typically be classified as “value”. For more than a decade,
many investors had an insatiable appetite for growth and were willing to pay almost
any price for it but over the past 18 to 24 months, the narrative has changed.

As with Global Payments, FLEETCOR shares have also suffered from SMME-related
concerns. The company operates niche payment networks in fuel, lodging, tolls and
corporate payments. They primarily enable SMME customers to control spending
of company money on expenses and payments to suppliers.

What’s most exciting is that we believe value still has a long way to go – it remains
in the midst of a historic dislocation. This explains our continued enthusiasm and
positioning, which has a stronger tilt in the direction of value than any other time in
the Portfolio’s history, with the exception of the dotcom bubble in the late 1990s.
While we have written in the past about the Portfolio’s more classic “value” holdings
in the energy and mining sectors, we are also finding compelling value in very
different types of businesses. Two of our largest holdings, Global Payments and
FLEETCOR Technologies, provide an illustration. We sometimes refer to them as
“quality cyclicals”, which is to say that they are excellent businesses, but they also
come with exposure to the ups and downs of the broader economy. As long-term
investors, that’s just fine with us. In the short term, cycles can produce buying
opportunities when others are pessimistic, while the underlying quality of the
businesses gives us the confidence needed to wait patiently for sentiment to
improve over the longer term.
Global Payments provides merchants – often small and medium-sized enterprises
(SMMEs) – with a platform to process credit and debit card transactions. When we
began looking at the company last year, its shares were deeply out of favour. The
pandemic was a major blow to spending on many of the services and experiences
provided by SMMEs. At the same time, “disruptive” new competitors caught the
imagination of many investors, and the “legacy” payment companies like Global
Payments were left behind.
There are valid reasons to be cautious. Like any technology, the payments space
evolves rapidly and the competitive threat is real. And while SMMEs may have
begun to recover from the pandemic, discretionary spending may suffer yet again
on fresh consumer fears about recession and the cost of living. As a result, Global
Payments went from trading at a significant (30-50%) premium to the S&P 500
prior to the pandemic to about a 30% discount today.
Still, we think Global Payments is trading at an excessively pessimistic valuation
for a few reasons. The industry “pie” is growing at 8-12% per annum, and Global
Payments is maintaining market share. The company bundles payment services
with useful software, making its customers very sticky. And it is expanding into
business-to-business payments, a market more than double the size of businessto-consumer payments.
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As an example, imagine a local towing company whose truckers frequently need
to buy fuel. Rather than giving those employees a general-purpose credit card,
FLEETCOR issues “Fuelman” cards that allow the truckers to pay for fuel and other
pre-approved expenses. The towing company can reduce unauthorised expenses,
and the gas stations in FLEETCOR’s network can count on a captive stream of
business from the drivers.
FLEETCOR is an excellent business which we believe can grow earnings per share
at approximately 20% per annum over the medium to long term. Since FLEETCOR’s
IPO in 2010, the stock has risen sevenfold, driven by a combination of organic
growth and savvy acquisitions by CEO Ron Clarke.
Looking ahead, FLEETCOR still has a lot of dry powder, and we expect Clarke to put
the equivalent of 40% of the company’s market cap to work in the coming years. At
current prices, there may be few better targets than FLEETCOR’s own stock, and
we’ve been pleased to see management buying back shares when they have been
trading below our assessment of intrinsic value. FLEETCOR trades at 11 times
forward earnings. Like Global Payments, it previously traded at a premium to the S&P
500 just a few years ago, but now trades at a discount that we believe is unwarranted.
It’s always exciting to be able to find shares of above-average businesses trading
at below-average valuations. Global Payments and FLEETCOR stand out as two –
among many – such examples in the current Portfolio, and we continue to believe
this is an unusually attractive time to be a bottom-up stockpicker.
We added to the position in FLEETCOR following price weakness and added to
some existing positions in the materials and energy sectors.
We funded these purchases by selling the position in Diageo after outperformance
had reduced the discount to our assessment of intrinsic value and trimming the
positions in UnitedHealth and Elevance Health, both US health insurers.
Adapted from a commentary contributed by John Christy, Orbis Investments
(Canada) Ltd., Vancouver
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All rights reserved. The content and information may not be reproduced or
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MSCI Index

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.

Important information
for investors

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 2022. 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.

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
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