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“We see the past in a telescope and the present in a
microscope. Hence the apparent enormities of the present.”

Victor Hugo, 19" century French author.

In a year characterised by extreme global equity market volatility, the final quarter of
2022 was a very strong one for South African equity investors. A number of index
heavyweights performed well, resulting in the JSE Swix gaining over 12% in the
quarter — some much needed damage limitation after a tough first three quarters.



The JSE Swix only returned 3.6% for the full year.

The ClucasGray Equity Prescient Fund delivered a return of 11% in 2022, well ahead
of both the JSE Swix referred to above, and the peer group, which returned 3.1% in
the year. Over the last 3 years, which include the tough Covid impacted 2020, the
fund has gained 13% per annum, compared to the JSE Swix return of 8.8%, and the
peer group of 9.8%. Since inception over 11 years ago in October 2011, the fund
has delivered compound annual net returns of 11.8%, outperforming the JSE Swix
(10.8%) and the peer group (9%).

Similarly, the ClucasGray Equilibrium Prescient Fund gained 7.2% in the final
quarter of 2022. The fund returned 4.4% for the year, which compared favourably to
the industry peer group, where the average fund was marginally down. Over the last
3 years the fund has delivered an annualised return of over 10%, against a peer
group return of 8%. Since inception nearly 8 years ago in January 2015, the fund
has achieved compound annual net returns of nearly 9% versus the peer group of

less than 6%, and annualised inflation of around 5%.

The long term objective of the multi asset ClucasGray Equilibrium Prescient Fund
remains to deliver returns of inflation plus 4% - indeed our valuation templates and
asset allocation framework are designed around achieving that outcome for
investors. Whilst asset allocation is a core ingredient in the management of any multi
asset fund, ultimately it is the underlying securities that determine the investment
outcome. An analysis of key portfolio holdings, excluding Commaodities and Naspers
which have proven to be notoriously unpredictable, highlights the relative
attractiveness of their Earnings Yields compared to both the current SA 10 year

Government Bond Yield and our forecast of South African Inflation.
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We would anticipate that the elevated earnings yields of many of these companies
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will compress — a combination of declining bond yields, and the fact that current
earnings yields are, in our view, simply too high. This re-rating, coupled with modest,
if unspectacular, nominal earnings growth and elevated dividend yields has the
potential to deliver very attractive compound returns for these companies. The chart
below shows our estimates of prospective 3 year returns from a range of differing
Financial and Industrial portfolio holdings — many have the potential to handsomely
outperform SA Bonds, which in turn we would expect to deliver very attractive real

returns over the next few years.
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The obvious caveat to the exercise above is that it makes use of forecasts — well
considered in our opinion, but nonetheless, in the timeless words of Yogi Berra,

“forecasting is difficult, especially about the future”.



As outlined in the chart below, we have adopted a dynamic approach to asset
allocation since the inception of the ClucasGray Equilibrium Prescient Fund. Given
our estimates of the prospective returns, the asset allocation of the fund remains

well exposed to select South African equities and higher yielding fixed income
instruments.
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Whilst the fund has delivered industry leading real returns over most periods since
its inception nearly 8 years ago, the nominal returns outlined above are, in the
context of what balanced funds have delivered over many decades, a little
underwhelming. Given the current yields and valuations on offer in many parts of our
investable universe, and the manner in which we have positioned the portfolio to

take advantage of the opportunities, we are optimistic about prospective nominal
and real returns.

We are not oblivious to the dark clouds of uncertainty that currently hover over the
South African economy. The power constraints are a material cause for concern,
adversely impacting many sectors of the economy. The solutions, which frustratingly
feel someway off, may well prove to be a catalyst for investment and growth over
the next few years, but that is cold comfort in these testing times.



The Victor Hugo quote above feels apt — it is currently, and understandably, tough
for South Africans to look past the present. We have no greater insight into when
things improve — we do know that history has taught us, time and again, owning
good companies at attractive valuations has proven to be an accretive strategy. We
believe the portfolio of companies that both the ClucasGray Equity Prescient and
ClucasGray Equilibrium Prescient Funds are exposed to are well placed to deliver

attractive returns for patient investors.

Kind Regards

Andrew and Grant

ClucasGray Equity Prescient Fund | Net Annualised Performance Figures to 31 December 2022

Since Inception™

3 Years 5 Years 10 Years (Annualised)

Fund™ 11.0% 13.0% 7.7% 9.9% 11.8%
Class A2™" 10.1% 12.1% 6.9% 9.1% 11.0%
SWIX TR 3.6% 8.8% 4.4% 8.5% 10.8%
SA Equity General Peer Group 3.1% 9.8% 5.6% 7.2% 9.0%
* Inception 1 October 2011 Source: Prescient Fund Services December 2022
** Highest Fee Class Highest Rolling 1 Year Return * 55.3%

Lowest Rolling 1 Year Return * -30.7%

ClucasGray Equilibrium Prescient Fund | Net Annualised Performance Figures to 31 December 2022

Since Inception™

3 Years 5 Years (Annualised)
Fund*® 4 4% 10.2% 8.1% 8.8%
Class C™ 3.8% 9.5% 7.4% 8.1%
SA Multi Asset High Equity Peer Group -0.1% 8.0% 5.8% 5.9%
* Inception 16 January 2015 Source: Prescient Fund Services November 2022
** Highest Fee Class Highest Rolling 1 Year Return * 34.2%
Lowest Rolling 1 Year Return * 17.6%

Click Here to view the December 2022 ClucasGray Equilibrium Prescient Fund MDD

Click Here to view the December 2022 ClucasGray Equity Prescient Fund MDD

Click Here to visit our Website




Our funds are available on the following platforms:

AIMS | Allan Gray | Glacier | Momentum
NinetyOne | Multilect | Old Mutual | Prescient | Prime | Stanlib

Subscribe to our Mailing List

® © 0

DISCLAIMER

Collective Investment Schemes in Securities (CIS) should be considered as medium to long-term
investments. The value may go up as well as down and past performance is not necessarily a guide to
future performance. CIS’s are traded at the ruling price and can engage in scrip lending and borrowing. A
schedule of fees, charges and maximum commissions is available on request from the Manager. There is
no guarantee in respect of capital or returns in a portfolio. A CIS may be closed to new investors in order
for it to be managed more efficiently in accordance with its mandate. CIS prices are calculated on a net
asset basis, which is the total value of all the assets in the portfolio including any income accruals and less
any permissible deductions (brokerage, STT, VAT, auditor’s fees, bank charges, trustee and custodian fees
and the annual management fee) from the portfolio divided by the number of participatory interests (units)
in issue. Forward pricing is used. Prescient Management Company (RF) (Pty) Ltd is registered and
approved under the Collective Investment Schemes Control Act (No.45 of 2002)._For any additional
information such as fund prices, brochures and application forms please go to www.prescient.co.za.
Performance has been calculated using net NAV to NAV numbers with income reinvested. The performance
for each period shown reflects the return for investors who have been fully invested for that period. Individual
investor performance may differ as a result of initial fees, the actual investment date, the date of
reinvestments and dividend withholding tax. Full performance calculations are available from the manager
on request.

ClucasGray Asset Management (Pty) Ltd is an independent investment management company registered
in South Africa, company registration number 2019/060149/07 and authorised financial services provider
under the Financial Sector Conduct Authority (FSCA) registration number 50733. The main business of
ClucasGray is the provision of investment management services to private and institutional clients.

Annualised performance: Annualised performance shows longer term performance rescaled to a 1-year
period. Annualised performance is the average return per year over the period. Actual annual figures are
available to the investor on request.

Highest and Lowest Returns: The highest and lowest returns for any 1 year over the period since inception
have been shown.

NAV: The net asset value represents the assets of a Fund less its liabilities.
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