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CLUCAS -

WHO WE ARE & WHAT WE STAND FOR

Owner managed,
Investment Led

Nimble / Underexplored Robust, Institutionalized,
Opportunities Investment Process

Cost Effective Alpha High
Vehicle Conviction
Embedded Risk Contrarian when

Mitigation Strategy Conviction Dictates

Experienced
Team

Exploiting mispriced assets requires in depth fundamental analysis, a valuation
discipline and a patient commitment to the investment case.



CLUCAS
SUMMARY OF BUSINESS & ASSETS UNDER MANAGEMENT

ClucasGray AM AuM - Feb 2022

CG SA Equities - 52% R1.3bn
Multi Asset - 48% R1.2bn
Total R2.5bn
Institutional - 49% R1.2bn

COMMON RESEARCH AND INVESTMENT PLATFORM Retail - 51% R1.3bn

With a total asset base of over R12bn, ClucasGray is large enough to invest in a well-
resourced investment team, small enough to take advantage of a wide array of opportunities.



CLUCAS -

ALPHA THESIS

ALPHA THESIS

REAL GROWTH (RG)
CHANGE IN MULTIPLE (PE)

Key drivers of a share price are:

1. Growth in earnings, dividends, NAV
2. Change in the rating or PE multiple RG

All investment decisions require comfort
around Valuation.

RG

Combination of Rating support & Earnings
growth is a powerful one.

PE

We believe that by investing in long term structural earnings outperformers at an
appropriate multiple is the best way to generate compound returns
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ASSET MANAGEM

PORTEFOLIO
POSITIONING
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INDEX CONCENTRATION

Capped Swix Weightings of the 2
Dominant Themes on the JSE, Neither
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The JSE is reliant on large global macro factors to drive significant portion of the
Index returns. Opportunities aplenty further down the market cap spectrum.



CLUCAS

BREADTH OF THE OPPORTUNITY SET

The ClucasGray Equity Fund

illustrates how we rely on both #lofSellsside .
proprietary & external Analysts # of Holdings % of Fund
research to identify and invest -
in mispriced opportunities 0 > 13%
across the market cap.

1to3 4 12%
Now, perhaps more than ever,

is the time to explore the use of 4t06 3 259
genuine active management.

7to 10 7 23%
>10 7 25%

The average active equity fund in the US has moved from 65 holdings in 1983, to 165 by
2018, effectively becoming more passive. *

“Poor performance of mutual fund managers is not due to lack of stock picking ability, but
rather to institutional factors that encourage them to over diversify.” Anton, Cohen, Palk (”)
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CURRENT POSITIONING — SA EQUITY | TOP 15 HOLDINGS

Absa 8% Differentiated Holdings

Standard Bank 7% Long4Life, Metrofile
British American Tobacco 6% Reunert, Adcock, Astral
Old Mutual 5% Sabvest, Ethos
Anglo Ameri 5% '
Yhiontih oor AECI, Grindrod
0
Reunert 4% Portfolio Construction Guidelines
AECI 3% Minimum weight of 1.5%
Life Healthcare 3% Maximum weight of 10%
Sasol 370 25-30 holdings
Truworths 3% °
Prosus 3%
Glencore 3% Leverage
Massmart 3% Valuation
African Rainbow Minerals 534_0/; Concentration
o

Liquidity



CLUCAS

SOME PORTFOLIO ANALYTICS & PORTFOLIO CONSTRUCTION

We differentiate by having a
large number of active positions
across all the portfolio holdings -
we strive for a diverse source of
Alpha over time, where all
positions count.

Healthy blend of large cap
names & mid / small cap
opportunities.

Our underwelights are typically
zero weightings, except for those
highlighted in blue.

7.00%

6.00%

5.00%

4.00%

3.00%

2.00%

1.00%

0.00%

0.00%

-0.50%

-1.00%

-1.50%

-2.00%

-2.50%

-3.00%

-3.50%

Top 15 Overweights vs Capped Swix

ABG oMU RLO SBK AFE MSM L4L BTI EPE ARI TRU N91 ARL

Top 15 Underweights vs Capped Swix

FSR NPN CPI CFR BHP PRX SSW BID AMS SLM SHP GFI APN ANG VOD



CLUCAS

ASSET ALLOCATION FRAMEWORK - CG EQUILIBRIUM FUND

Expected Annualised Return

Expected Inflation +4% I I I I I i
111 I |

Bonds - $ Cash-$ S&P 500 SA Cash  MSCI World SA Inflation JSE Resi GEM Equity Eurostox JSE Indi All Share  SA Bonds JSE Banks
500

“How can it be anything but a manifestation of extreme fear to make an investment
that generates a return of 1.5% pa for the next 10 years.” Howard Marx
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DYNAMIC APPROACH TO ASSET ALLOCATION
ClucasGray Equilibrium Fund Asset Allocation

100%

90%

Current Positioning

80%

SA Equity 56%

70%

Property 5%

60%

50%
SA Income 23%

40%

Global 16%

30%

Bl SA Equity M Listed Property M Global Equity ' Global Income B SA Income

We have been active around the asset allocation. We have recently reduced global
equity weightings & are positioned to benefit were both local equities & bonds to rally.
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CLUCASGRAY EQUILIBRIUM FUND EQUITY EXPOSURE

South African Equity Global Equity
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We believe the ability to generate Real Rand returns currently favours select
South African equities.



CLUCAS -

RECOVERY IN SA EQUITY (OFF COVID LOWS) HAS BEEN ENCOURAGING

ClucasGray Equity vs FTSE World in Rands
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Valuation support, an improving earnings backdrop, and stabilizing currency have all
contributed to the ClucasGray Equity Prescient Fund recovery against Global equity.
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SUPPLY CHAIN DISRUPTIONS THROUGH THE WORST?

. . . m Our Supply Disruption Index
 Freight rates fallen significantly from oo Continues To Melt .
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Consequences of lockdowns included supply constraints, inflationary pressures and
working capital release. A more normal economy should see some 2021 issues reverse.
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POST COVID RECOVERY LED BY CHINA, OTHERS FOLLOWING

“Growth Tax” Vs Economic Growth

« Most DM's still recovering to a normalised
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While global GDP growth remains constructive, some concerns building around US
growth. Relative valuations become important if earnings growth slows.
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RELATIVE VALUATION ARGUMENT STILL FAVOURS EM

EM Valuation Advantage The Big Cycles In EM /DM Relative Performance
i i i EM Relative to DNM:
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Source: MSCI

“Rhetoric Fatigue” does not mean the thesis will not play out. The backdrop, and
relative valuations makes us believe that patience will ultimately be rewarded.
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AN IMPRECISE BUT FUNDAMENTALLY SOUND TOOL — PPP SUPPORTIVE OF THE RAND
Purchasing Power Parity Since 2000
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Source: Bloomberg | CG

The inflation differential has narrowed significantly the last few years. Currency spikes
coincide with significant global economic events, yet structurally weak since 2015.



CLUCAS IIII

SOUTH AFRICAN CONSUMER ECONOMY BENEFITING FROM LOWER RATES

Figure 52: Savings from lower debt servicing costs FigUfE 1: Retail and core cnrpﬂrate credit grﬂwth (% y{'}‘)

boosting credit and spending growth
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Debt servicing costs reduced materially, alleviating stress. Momentum building in
household credit, which typically has been key driver of economic activity.
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RELATIVE COST OF CAPITAL IN SA REMAINS ELEVATED

SA 10yr BONDS vs US 10yr BONDS
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Much like EM Equity and Currencies, South African bonds have been offering attractive
relative yields for some time. We continue to believe they offer attractive real return
opportunities.



CLUCAS

INVESTMENT CONCLUSIONS

O Numerous companies offer attractive prospective returns

[ Recent corporate action highlights opportunity set
Q Clover, Distell, Long4Life, RB Plats etc

 Unless re-rating, expect trend to continue
O Patience required as ever
d Limited opportunities to deliver Real Rand returns in global assets
0 South African real and relative yields seldom been higher

0 Elevated Cost of SA Capital currently hampering Equity market re-rating

“The cave you fear to enter, holds the treasure you seek.” Joseph Campbell
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PERFORMANCE OF CG EQUITY FUND VS JSE CAPPED SWIX SINCE INCEPTION
ClucasGray Equity Fund Gross Returns Relative to Capped Swix
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Gross Returns, to 31 January 2022 1 Year Year 5 Year 10 Year Since inception
CG Equity Fund - gross returns 43,1% 11,9% 9,8% 12,1% 13,0%

Vs Capped Swix 16,8% 1,1% 2,6% 1,7% 1,7%



CLUCAS

CLUCASGRAY EQUITY FUND - ALPHA GENERATION — OVER TIME, NOT ALL THE TIME

ClucasGray Equity Fund, Gross - Alpha vs Capped Swix per
Calendar Year (* - 2021 & Jan 2022)
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We are Active managers, hence a divergence from the Index can be expected at times. We
believe the above return profile highlights the blending benefits against the JSE Indices.
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CLUCASGRAY EQUILIBRIUM FUND AGAINST BIG BRAND BALANCED FUNDS

. Since
31 January 2022 1Year | Rank | 3Year Rank 5 Year Rank Jan 201 Rank
Manager 1 16.17% 3 10.3% 6 7.2% 5 8.2% 3
Manager 2 14.9% 4 76 1 8.6% 2 8.0% 4
Manager 3 21.0% 2 10.9% 4 8.2% 4 7.8% 5
Manager 4 -2.0% 7 6.3% 7 5.2% 7 5.0% 7
Manager 5 10.2% 5 10.6% 5 6.7% 6 6.3% 6
Manager 6 0.8% 6 11.3% 3 8.6% 3 8.7% 2
ClucasGray Equilibrium Fund 26.5% 1 2 1 1

Inflation

Equilibrium Fund real returns ‘ 21.0% ‘ ‘ 71% ‘ ‘ 5.1% ‘ ‘ 4.6%

Source: FE Analytics, CGAM

The Equilibrium Fund blends well with the larger industry peers, performing at different
points in the cycle. The Fund has delivered industry leading real returns over all periods.




CLUCAS

CONCLUSION ON CLUCASGRAY ASSET MANAGEMENT
O Owner managed; investment led boutique

O Active, high conviction asset manager with a proven skillset in SA Equity & Asset Allocation

d We are guided by valuation & the mispricing of assets

O Institutional quality, fundamental investment process, with the flair of a boutique

d Long term thinking, with patience to wait for investment case to play out

0 Good short and long term performance track record
4 Alpha generation in the Equity Funds

Q Industry leading real returns in the Equilibrium Fund

O Portfolios blend well with Indices and industry peers

"*Acknowledging Passive, Embracing Active”



CLUCAS

DISCLAIMER

Information contained herein is for information purposes only and is merely illustrative. It
IS not deemed as advice as defined in the Financial Advisory and Intermediary Services
Act (FAIS Act). ClucasGray Asset Management and its employees shall not be held
responsible for any losses sustained by any person acting based on the information. Past
performance of any of our portfolios is not indicative of their future performance.

Persons are advised to contact ClucasGray asset Management directly should they wish
for us to conduct an analysis with a view to facilitating investing in our investment
portfolios.

ClucasGray Asset Management (Pty) Ltd is an independent investment management
company registered in South Africa, company registration number 2019/060149/07 and
an authorised financial services provider under the Financial Services Conduct Authority
(FSCA) registration number 50733. The main business of ClucasGray Asset Management
s the provision of investment management services to private and institutional clients.
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LONG TERM RETURNS OF THE CLUCASGRAY MULTI ASSET CAPABILITY

Long Term Returns from ClucasGray Multi Asset & Equilibrium Fund
31 Dec 2009 to 31 Jan 2022 (disclaimers)
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Equilibrium Fund was launched in January 2015 from a seed fund (Innovator) which had been
managed since 31 Dec 2009. Above shows 12 years of outperformance of the ClucasGray
Multi Asset capability vs both Peer Group and Inflation +5% target (actual is CPI + 6,9%)
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BANKS REMAINS A STAND OUT OPPORTUNITY
Market Cap to "Normalised Profits", Post Tax

16.00

Franchise strength
14.00 Capital ratios
PPOP
ROE’s
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Using various valuation metrics, and despite the recent rally in the share price, Absa
remains as undemanding as it has been in 25 years.



