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THE POWER
OF INDEPENDENT ADVICE

WHY NOW IS A GREAT
INEIS IO TIME TO BE COURAGEOUS

IF YOU WAIT FOR ALL RISK TO DISSIPATE, YOU WILL NEVER INVEST.

By André Basson, Financial Advisor, Brenthurst Wealth Val de Vie

“Invest in a range of styles, Investments, as with most things in life, reward those who take risks. And to
creating a strong and take risks one needs to be brave. But the trick to being brave mostly requires
diversified portfolio. staying brave in the face of uncertainty and looming danger. There are several

dangers looming in the current environment, therefore, investors need to pro-

Stick to your long-term plan ]
ceed with a proper plan.

and allocation, and if you do

have cash on hand that you At the onset one needs to consider what you can control and what you cannot
want to invest, this is a great control. It will be frustrating and damaging if you try to control something that
time to take the leap. Be you cannot. The only thing you can control is yourself, which includes your emo-
courageous.” tions and decisions. Once you have made peace with the fact that you cannot

control markets or predict markets, investing becomes much less stressful and
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more profitable. Control the controllable, and don’t let the rest cloud your

iud t.
INVESTING WITH SA’S Judgemen

LEADING BOUTIQUE HERE IS A CANDID LIST OF THINGS YOU CANNOT CONTROL.:
WEALTH MANAGER 2021 1. EXCHANGE RATE

WINNER 2020 & 2017

The notorious rand/dollar rate is one of the most volatile exchange rates in the
world (possibly second to Turkey), and whilst the very long-term trajectory
does show a systematic depreciation of the rand, there is no guarantee how it
will react in the short term. Here is my reasoning:

JHB ( HQ) +27 (0) 11 799 8100
JHB (SANDTON) +27 (0) 10 035 1391
PTA +27 (0) 12 347 8240

e pe7 (0) 21 4151236 In normal circumstances, SA inflation should be around 4 to 6%, and US inflation

BELLVILLE +27 (0) 21 914 9646 A
CLAREMONT +27 (0) 21418 1236 around 2% (not currently the case). If these long-term rates persist one can ra-

STELLENBOSCH +27(0) 21 882 8706 tionally argue that the inflation differential of 2%+ will be a driving force for the
PAARL ( VAL DE VIE) +27 (0) 21 100 3901

deprecation of the rand. If not, SA will not be competitive for trade with
international trading partners.

MAURITIUS + 230 5843 5215
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But everything is not normal over the short term. If there is some political or environmental shock, the rand
can depreciate. If there is a commodities boom and it causes SA exports to exceed imports, it drives rand
strength. The list of events you cannot predict is long, therefore, my main motivation to invest offshore is my
affinity to the asset (share) that | buy.

2. STOCK MARKETS

It is impossible to predict whether local or offshore shares will rise or fall in the short term. One gets a feel-
ing of where the wind blows, but it is notoriously volatile in the short term and can change quickly. The reason
for this is that some people invest with their emotions by making decisions based on fear (when markets fall)
or greed (when markets rise). In the long run, share prices will rise when companies make profits, but they
will fall in the short run if people get scared (for related or unrelated reasons).

3. GEOPOLITICAL AND GLOBAL EVENTS

Today there is a risk that Russia might invade Ukraine. But it might also turn out that they don’t. North Korea is
increasing their nuclear missile capacity; it might be that they bomb countries they don’t like, or they might
not. China and the US have not been best of friends since Donald Trump came into power; they might escalate
this tension, or not. My point is that if you wait for all risk to dissipate, you will never invest. The way to
counter this is to invest in companies that are countercyclical — meaning they can make money even if there
is risk on the horizon. People will still put on make-up and use toothpaste every morning, they will still use
software and the internet, and they will still buy goods online and basic needs for their households. Don’t in-
vest your whole portfolio in risky stuff, include a selection of the ‘steady eddy’ companies in your portfolio

which will provide a backbone.

4. MACROECONOMICS AND INFLATION

I don’t know if the US inflation will be sticky or not — well, | can read what most analysts say, but they
also change their view when new numbers are published. Inflation is a real risk and if the US does not get it
under control, they will need to raise interest rates aggressively. This will be bad for growth stocks (most
tech stocks) in the short term, whilst value stocks typically perform better in this environment. The solution
is to invest in a variety of styles.

€ GROWTH STOCKS:
They are innovative and have secular trends, such as digitalisation that provides a long-term tailwind.
| still want the likes of Amazon in my portfolio.

@ VALUE STOCKS:
These have underperformed dramatically in the past 10 years, but do make more sense in the current
environment. Include a portion to add diversification — these typically include mining and banking
stocks, and others that hold a lot of physical assets (such as Berkshire).

9 QUALITY STOCKS:
These include Microsoft, Nestlé and Estée Lauder, to name a few. Great businesses with dependable
cash flow and the ability to keep their profit margins high (even when inflation raises their input costs.)
They also have healthy balance sheets with a low amount of debt, which is super important if interest
rates (the cost of debt) increase.
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https://www.moneyweb.co.za/news/economy/markets-left-guessing-on-whether-more-ukraine-turmoil-lies-ahead/
https://www.moneyweb.co.za/news/economy/global-policy-chiefs-confront-hawkish-market-bets-on-inflation/

MY STRATEGY AND ADVICE

0 I select a portion of a portfolio in which | want to invest conservatively and pick a local income selection,
which includes cash and bonds. These deliver a good yield of around 7-8%, and capital stability. The aim
of these funds will be downside protection and liquidity to use within one to three years.

g Then | allocate a percentage of my portfolio that | can afford to invest for the longer term, leaving it
invested for five to seven plus years.

9 This gets divided between local and offshore stocks, with an overweight on the latter. There is a bigger
opportunity set in offshore markets and provides stronger and more diversified companies. This said,
there are excellent local fund managers that can outperform the JSE on a consistent basis, which work
well in tandem with the offshore component. Your local vs offshore split will be determined by your
specific needs and investment profile.

0 Invest in a range of styles, creating a strong and diversified portfolio.

e Stick to your long-term plan and allocation — this was goal-based. If the goals don’t change, don’t change.

MY CURRENT ADVICE

If you are already invested according to the correct objectives, stay invested. Offshore markets fell consider-
ably in January. If you’re already invested then | suggest that you stay invested, but do it with a diversified

approach which you understand and which you are comfortable to leave untouched even when the volatili-
ty or market correction comes.

IF YOU DO HAVE CASH ON HAND WHICH YOU WANT TO INVEST, THIS IS A GREAT TIME TO TAKE THE LEAP.
BE COURAGEOUS.

ADVISOR PROFILE | ANDRE BASSON, WEALTH MANAGER & HEAD OF VAL DE VIE OFFICE, PAARL

BCom Hons; Advanced Postgraduate Diploma in Financial Planning (Cum Laude)

ANDRE joined Brenthurst Wealth in 2018 and is head of the Val de Vie Estate office. In 2020 he was awarded as one of SA’s top
three Relationship Managers in the SA’s Intellidex Wealth Manager and Private Banks Awards.

André obtained his BCom degree from Stellenbosch University, finishing top of his financial planning class. His postgraduate studies
include a BCom (Hons) degree and a Postgraduate Diploma in Financial Planning, also from Stellenbosch University. He obtained
his Advanced Postgraduate Diploma in Financial Planning (Cum Laude) from the University of the Free State. He is a member of the
Financial Planning Institute of SA and is fully qualified to give advice on all investment matters.

Email: andre@brenthurstwealth.co.za | Mobile: 021 100 3901

CONTACT ANY OF OUR HIGHLY QUALIFIED FINANCIAL ADVISORS

AT OUR 8 OFFICES COUNTRYWIDE TO DISCUSS YOUR INVESTMENT STRATEGY
BRENTHURST OFFICES:

Johannesburg +27(0) 11 799 8100 Claremont +27(0) 21 100 3901
Sandton +27(0) 10 035 1391 Bellville +27 (0) 21 914 9646
Pretoria +27(0) 12 347 8240 Stellenbosch +27 (0) 21 882 8706
Cape Town Waterfront +27(0) 21 418 1236 Val de Vie Estate +27(0) 21 100 3901
Mauritius 00 23058435215

BRENTHURST SATELLITE OFFICES:
GARDEN ROUTE | KWAZULU-NATAL | FREE STATE | MPUMALANGA | NORTH WEST

Brenthurst Wealth Management is an authorised financial services provider (Reg No: 2004/012998/07) FSP No.7833. This e-mail and any file attachments transmitted with it are intended solely for the addressee(s) and may
be legally privileged and/or confidential. If you have received this e-mail in error please destroy it. If you are not the addressee you may not disclose, copy, distribute or take any action based on the contents hereof. Any
unauthorised use or disclosure is prohibited and may be unlawful. The view and opinions expressed in this e-mail message may not necessarily be those of the management of Brenthurst Wealth Management (Pty) Limited.
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