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Market and Economic summary

Global equity markets continued to struggle in February as market jitters around US inflation continued to
drag markets lower in the first two weeks of February. As concerns of Russia invading Ukraine became a
reality in the third week of February, markets moved into a sharp risk-off trade. This meant that money
flowed out of emerging markets (EM), anything Russian or linked to Russia and into perceived safe-haven
assets such as US treasuries and gold. This drove bond yields lower towards the end of the month and led
to EM currencies weakening. Despite the recovery in developed market bonds towards the end of the
month, global bonds ended the manth lower. There was little room to hide in global markets in February
however the two areas of the market that weathered the storm were global energy and materials.

Exhibit 1 | SA Market Performance (total returns)
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Source: Morningstar Direct as at 28/02/2022. Returns are in South African Rand and have been annualised for periods longer than 1 year.

SA equities bucked the trend posting a solid positive return in February. While resources continue to be
the driver of these returns, Naspers and Prosus struggled. Naspers fell by a further 21% in February
bringing the 12-month share price decline to 45%. This is roughly a 60% differential in performance
between Naspers and the JSE All Share Index over the last 12 months. The SWIX Index posted a return
of 1.93% for February, bringing the 12-month return to 14.95%.
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SA Government Bonds ended the month in positive territory bringing the 12-month return to 9.1%. While
it certainly wasn't a smooth ride, investors were compensated for holding sovereign debt over cash.

SA Listed property continued its decline from January with the index falling 2.9% in February and bringing
the year-to-date price decline in this sector to 5.7%. It is worth highlighting that the sector has still
returned 22.4% to investors over the past 12 months despite the shorter-term price decline. This negative
return was the result of inflation fears, an increase in the repo rate of 25bps and possibly the sector
retreating after running very hard last year.

The rand was surprisingly resilient for most of February with local commentators referring to it as the
“Swiss Rand”. With this being said, we also witnessed the currency weaken slightly towards the end of
the month - depreciating by 0.11% to end the month at R15.45/USD$1.

Local equity sectors were led by strong performance from Resources (+16.0%) and Financials (+3.8%),
while Industrials (-7.4%) ended the month lower.

Exhibit 2 | SA Sector Performance (total returns)
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Source: Morningstar Direct as at 28/02/2022. Returns are in South African Rand and have been annualised for periods longer than 1 year.

The majority of developed equity markets ended the month lower as the Russian invasion caused investors
to panic and markets to fall sharply. The MSCI World Index fell by 2.5% for the month bringing the year-
to-date decline to 7.7%.

Emerging markets fell in line with developed markets with Russia being the main detractor - falling over
30% for the month. The MSCI Emerging Markets Index declined by 2.99% during February bringing the
year-to-date fall to 4.8%.

Most of the major equity markets ended the month in negative territory - the S&P 500 (-3%), Euro STOXX
(-4.3%) and Japan’s Nikkei 225 (-1.7%) all delivered negative performance for the month, while China’s
Shanghai SSE Composite (+3.89%) and the UK's FTSE 100 (+0.2%) were largely flat.
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Exhibit 3 | International Market Performance (total returns)
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Source: Morningstar Direct as at 28/02/2022. Returns are in US dollars and have been annualised for periods longer than 1 year.
Impact on client portfolios

Most of our domestic focussed portfolios generated positive returns for the month and have delivered
positive returns for investors over the past year. This is a result of our healthy exposure to resource
counters and domestic bonds.

Our portfolios with a large global exposure have delivered negative returns for the month due to the impact
of falling global markets and a relatively flat currency.

While negative returns are hugely uncomfortable, we would encourage investors not to focus on these
two month return numbers. We have indeed given back some of the returns generated over the past 18
months and we find ourselves in a situation where the range of possible outcomes is wide and impossible
to predict.

In times of uncertainty, like we find ourselves in now, markets often act in unison, mass selling all assets
regardless of quality or valuation. These anomalies right themselves with time and investors are rewarded
for their patience.

A good example of this is the Ninety One Global Franchise fund that we hold in portfolios. A fund
comprised of quality businesses generating large free cash flows and that have large sustainable business
moats to ensure cash generation through the economic cycle. This fund has fallen by more than 10% in
USD over the past two months due largely to indiscriminate selling. Yet the quality of the fund's holdings
has not declined by 10%. We remain an investor in this fund and have confidence in both the strategy and
long-term prospects for our investors, despite the short-term impact on performance.
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Local Market Indices 1 Month YID 1Year 3Years bVYears 7Years
JSE All Share 2.95 383 2047 14.80 11.98 8.67
JSE Capped SWIX 2.69 514 23.06 11.30 8.11 6.05
JSE SA Listed Property -3.26 -6.02 2243 -5.85 -5.77 -2.99
All Bond Index 0.54 1.40 9.02 8.75 8.91 7.65
STeFl (Money Market) 0.32 0.66 3.89 532 6.13 6.39
Local Market Sectors 1 Month YTID 1Year 3Years b5Years 7Years
JSE Top 40 3.28 448  20.06 15.95 13.22 9.15
JSE Mid Cap 1.02 062 2255 7.04 420 445
JSE Small Cap 0.54 0.77  40.19 14.99 493 5.57
FTSE/JSE SA Resources 16.08 2029 3570 30.09 27.62 14.66
FTSE/JSE Ind/Financials 3.77 740  36.36 2.74 4.45 3.31
FTSE/JSE SA Industrials -1.43 -9.21 3.54 10.27 6.68 529
Global Market Indices 1 Month YTID 1Year 3Years b5Years 7Years
MSCI World -2.50 -1.64  11.22 15.01 12.64 10.24
MSCI Emerging Markets -2.98 -481  -10.40 6.40 1.37 5.20
S&P 500 -2.99 -8.01  16.39 18.24 15.17 13.16
NASDAQ 100 454 -1265  11.06 27.20 22.87 19.34
FTSE 100 0.32 049 1447 5.86 6.03 2.91
SSE Composite 3.89 -3.94 1.00 7.64 3.06 0.55
Nikkei 225 -1.67 -7.83  -13.86 8.26 8.20 1.62
FSE DAX -6.35  -10.08 -2.93 7.40 5.25 3.47
US T-Bill 3m 0.03 0.04 0.08 0.73 1.10 0.85
Commodities 1 Month YTID 1Year 3Years 5Years 7Years
Qil Price Brent Crude 10.72 2984  52.71 15.22 12.68 7.08
Gold 6.38 5.76 9.58 13.13 8.75 6.69
Platinum 401 1084 -11.71 6.87 0.65 -1.44
Copper 3.70 2.90 8.73 15.13 10.94 7.84

Note: The performance of Local Market Indices and Local Market Sectors is quoted in rands and the performance of Global Market Indices

and Commaodities is quoted in US dollars. All data is sourced from Morningstar Direct as at 28/02/2022.

About the Morningstar Investment Management Group

Morningstar's Investment Management group, through its investment advisory units, creates investment solutions
that combine award-winning research and global resources with proprietary Morningstar data. Morningstar's
Investment Management group provides comprehensive retirement, investment advisory, and portfolio management
services for financial institutions, plan sponsors, and advisers around the world.

Morningstar's Investment Management group comprises Morningstar Inc.’s registered entities worldwide including:
Morningstar Investment Management LLC; Morningstar Investment Management Europe Limited; Morningstar
Investment Management South Africa (Pty) Ltd; Morningstar Investment Consulting France; Ibbotson Associates
Japan, Inc; Morningstar Investment Adviser India Private Limited; Morningstar Investment Management Asia Ltd;
Morningstar Investment Services LLC; Morningstar Associates, Inc.; and Morningstar Investment Management
Australia Ltd.

About Morningstar, Inc.

Morningstar, Inc. is a leading provider of independent investment research in North America, Europe, Australia, and
Asia. The company offers an extensive line of products and services for individual investors, financial advisors, asset
managers, retirement plan providers and sponsors, and institutional investors in the private capital markets.
Morningstar provides data and research insights on a wide range of investment offerings, including managed
investment products, publicly listed companies, private capital markets, and real-time global market data. The
company has operations in 27 countries.
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Important Information

The opinions, information, data, and analyses presented herein do not constitute investment advice; are provided as
of the date written; and are subject to change without notice. Every effort has been made to ensure the accuracy of
the information provided, but Morningstar makes no warranty, express or implied regarding such information. The
information presented herein will be deemed to be superseded by any subsequent versions of this document. Except
as otherwise required by law, Morningstar, Inc or its subsidiaries shall not be responsible for any trading decisions,
damages or losses resulting from, or related to, the information, data, analyses or opinions or their use. Past
performance is not a guide to future returns. The value of investments may go down as well as up and an investor
may not get back the amount invested. Reference to any specific security is not a recommendation to buy or sell that
security. There is no guarantee that a diversified portfolio will enhance overall returns or will outperform a non-
diversified portfolio. Neither diversification nor asset allocation ensure a profit or guarantee against loss. It is
important to note that investments in securities involve risk, including as a result of market and general economic
conditions, and will not always be profitable. Indexes are unmanaged and not available for direct investment.

This commentary may contain certain forward-looking statements. We use words such as “expects”, “anticipates”,
“believes”, “estimates”, “forecasts”, and similar expressions to identify forward-looking statements. Such forward-
looking statements involve known and unknown risks, uncertainties and other factors which may cause the actual
results to differ materially and/or substantially from any future results, performance or achievements expressed or
implied by those projected in the forward-looking statements for any reason.

The Report and its contents are not directed to, or intended for distribution to or use by, any person or entity who is
not a citizen or resident of or located in any locality, state, country or other jurisdiction listed below. This includes
where such distribution, publication, availability or use would be contrary to law or regulation or which would
subject Morningstar or its subsidiaries or affiliates to any registration or licensing requirements in such jurisdiction.

The Report is distributed by Morningstar Investment Management South Africa (Pty) Limited, which is an authorized
financial services provider (FSP 45679), regulated by the Financial Sector Conduct Autharity.
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