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FUNDMANAGEMENT REPORX 2021

Investment OutcomesPrecious Metalg How Long Will the Gift Keep Giving.

In absolute terms, our investment performantened positive in Q4 2020it had been negativeince
Q1 2016 In this quarte(Q12021we sustainedhe positive trajectoryin absoluteperformance. In
relative terms we continue to lag our respective benchmarksacoount oour dogged detemination

to avoid the momentum in thematic sectorf the beginning of the second quarter (April) is anything
to go by, oumpositiveabsoluteperformance is a leading indicatof a turnin our relative performance.

Figure 1: Absolute 12month Rolling ReturnGeneral EquityComposite
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Figure2: General Equitys. SWIX¢ 12month rollingreturns.

General Equity vs SWIX (Rolling 1yr Returns)
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Sourceiress, First Avenue

The worlds of managers who outperform the market and thed® do not are narrowing down to
one sector namely, the Recious Metal{PGM) sector. In this quarter as in many others in the past

platinum miners were among the best performiogunters individually and as a graujhile we are

materially overweight Sibanye Stillwater, we are woefully ungerght the sectoyand it showed in
our quarterly and annual relative performance



Figure 3Top Performing Stocks idang March 31, 202125 Largest stocks SWIX

Sasol Ltd 58.1
Anglo American Platinum Limit 51.6
MTN Group Ltd 44.3
Impala Platinum Holdings Ltd 40.6
Northam Platinum Ltd 22.8
Anglo American plc 21.8
Naspers Ltd 17.0
SIBANYE STILL WATER LIMITED 13.5
BHP GROUP PLC 13.3
Shoprite Holdings Ltd 12.2
Bid Corporation Limited 8.7
Compagnie Fin Richemont 8.6
Old Mutual Limited 6.2
ABSA Group Limited 5.2
British Am. Tobacco Plc 5.0
FirstRand Ltd 3.3
Prosus NV 2.3
Gold Fields Ltd 2.1
Vodacom Group Limited 15
Sanlam Ltd 1.3
Capitec Bank Holdings Ltd -0.9
Standard Bank Group Ltd -1.3
Clicks Group Ltd -3.3
MULTICHOICE GROUP LTD -3.8
Anglogold Ashanti Ltd 4.1

Sourceinfront, First Avenue

We do not wish to turn this into a research exposthefutility valueof platinum group metals (PGMs)
in assisting auto companies to meeter tightening emission standardg 5 A S & Sirfi vithichiV@\E
starred catalyzed a wave of tighter and tightemission standardm petrol fueled carand formed
an incredible tailwind for palladiunand rhodium. South African latinum miners never got an
opportunity to be rocked by Dieselgate becauyaémost instantaneougl auto companies sitched
out of platinum (used n diesel carsinto palladium(usedin gasoline cars) They never saw this gift
horse coming.Neither did investorslt is safe to say the case for diesgbistty much dead.

Today,however, you an seeBattery Hectric Vehicles(BEVsEoming forgasolinecarsand the gift
horse potentially falling awayAt over70m units per annumand US2tr in saleshe car market isne

of the largest addressablmnsumemarkets in the world.Nowonder Apple wants to get into tb

move its growth needle In other words, electric batteries are competimgth PGMsto meet ever
stricteremission standardsHowever, the major constraint fohte averagesar buyer is thashe tes

not want to paymore than comparable Internal Combustion Cars (ICEs). ct¢hile in 2010 the
average lithiurAon battery pack prices automakers had to pay exceeded $1,100/kWh, costs have
come down dramatically in the decade that has passealbe more precise, théyave plummeted by

89% to $137 per kWh.

The price is projected to come down furthermore in the following years, dropping to as low as
$101/kWh by 2023, based on Bloombérd C Qa  FTraaniBwidelii régarded as the tipping point,



with prices of EVs estined to match those of traditional vehicles powered dgmbustion engines

With the cost of a battery used by areEtric Vehicle (EV)representing a significant chunk of the
BSKAOf SQa FTAYFf LINAROS I aadirs web Br@zéarity hetweenBEVsi 0 S NB
and ICE In other words, a customer will not¥&to pay a premium when shopping for BEV.

Figure 4: Lithiurdon Battery Price OutlookReal 2018 dollars per kilowatt hour)
Observed prices
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As more human ingenuity and capital are throwmeatucing the single most expensive component of
an EV,the battery, ICEvehicleswill fail to keep up in coswith the price competition. By all
conservative estimates, EVs will berkedlycheaper than IEvehiclesin 2024 No wonder auto
companies ardncreasingly announcing discontinuidgvelopment of diesel andasolineengines
from here onwardsand a total shuttering of theiproduction platforms by 2030.This addressable
marketwill be increasingf lost to platinum miners.That does not mean the end pfatinum mining
companies Thereareother, albeit smalleruses of PGMsAs well there are other PGMS, elgdium,
usedin high valueaddedindustrial manufacturing. South Afrigaioducers 80% p:'2 2 F (G KS 62 NJ
iridium, and AngleAmerican Platinum produces the most of However,because theglobalmarket

for Iridium is smal250, 000 ouncespelative to palladium (10m ounceshiners do not change
production in response to denmal and prices. Sq Iridium cannot support thehigh fixed cost
structures of platinum minerslet alone thér capital intensity

You may very well say we at First Avenue have been wrong about platinum minvens soe we to
talk. Two points

We have beerfar from wrong about theBEV revolution We called it right in our global equity
portfolios, which by the wayjnformed our view on PGM minerdVe more than trebled our money
on Teslamore than quadrupled it oboth Chargepoinand Enphaseandat one point had doubled it
on Quantumscape Tellingly however, we started ralatively new but already profitablegposition in
an old car company, VW, precisely because it is electrifyimg} ofits production at excuse the pun,



an electrifying pae. Now granted weéhaveonlyoneOf A Sy i 2y dao02GK &ARS&a 27

(S.A. equity and Global equityyVe regret thatour S.A. equityclients who have missed out on the
outperformance of platinum minersn the JSEre notbeen in our global equitgortfolios to collect
on ourocPGMkillerst.

Secondscouring theportfolios of GlobalEmerging Markeimanagerdan Q3 and Q4 202@ye do not

see holdings 08.A. PGM miners.The last column on the table below showsthn both quarters,
between 83% and 1009 GEM portfolioshad a zero weighting in S.A. PGM miners. This is even as
the ZARstrengthenedforeigners were coming in for sometiy else.

Figure 5: Global Emerging Managers Do Not Hold S.A. PGM Miners
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Source RMB Morgan Stanley

GEMmanagers have preferred Norilsk Nickel, not because it has a lpetligical riskprofile (its mines
are based ifRussiabut because it at least tried to make hay while the sun shtbin@ugh production
growth. S.A. PGM miners have held back on inveim@gccount of past cyclical failupeather than
the supposedly rosy futur®uted by S.A. equity managers. That rgyre increasinglyefers tothe
role platinumfuel cellswill play inthe production ofhydrogen a potentially cleanbut all the same
highly inefficientfuel. Suffice it to say, hydrogen has lost significant market shasdectricbattery
technology Nonetheless, S.A. equity will not be deterred fraignificantholdings inPGM shares
The table below shows the percentage of PGM shares inu&a.A. equity portfolios as well as the
AUM of those managers.

af



Figure 6: ManagersSignificantly OverweighPGM Miners Have Attracted Significant Flows

2019/12/27 2020/03/27 2020/06/26 2020/09/25 2020/12/31

Manager A 24.08%

AUM (ZAR) 18,626,850,781  13,835,355,838 13,043,936,309 139,875,673,256 24,285,485,948 27,539,326,866
Manager B

AUM (ZAR) 7,812,938,330 5,087,871,576 6,908,182,997 8,703,396,909 9,593,045,080 11,209,190,928
Manager C

AUM (ZAR) 9,484,971,522 7,230,197,155 9,066,861,175 9,449,443,080 11,312,236,329 12,553,462,917
Manager D 10.98% 8.80% 10.93%

AUM (ZAR) 137,310,399,247 90,183,831,169 108,899,656,091 118,906,758,938 127,216,490,677 147,333,861,674
Manager E 10.25% 11.22% 12.33% 15.33%
AUM (ZAR) 46,871,436,867  32,049,250,225 42,664,519,844 43,218,344,385 48,741,870,746 53,783,104,504
Manager F 12.10% 15.10%

AUM (ZAR) 83,150,489,117 57,659,781,017  73,226,768,984  76,166,633,847  87,489,995,949 104,237,472,479

Source Prescient Securities

The moral of the table above is that money has flowed to managersavperformance has been
driven by PGM miners over the last two yeails a seHfulfilling prophesy, these managers have
topped up andin many casesncreased the weighting of PGiMiners in their portfolios.Where has
that money come from? Managers that are underweight PGM miers underperforming the
market We can how asimilar teble showing managensho are underweight PGNhiners but | think
you get the point. You win no points for guessing which cohort we are in

While clients are happy to continue selling the losers and buying the winners, regardéds thiey
are overlooking the impliclhet they are making.Shares oPGM Miners will continue rallying on one
condition and one conditionnly ¢ PGM prices ignore the disruption BEV®r get saved by the bell
(again) in the hydrogerevolution. If that does not happen, it seems thBtGM miners areurrently
at peak cashflovper shareand should derate next year.

Figure 7 Cashflow Per SharRebased to 100 in Calendar Year 2021
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to you by being negative dhe propositions and outcomes of other§hey play their game. We play
ours. The positiveabsolute return our pdfolios are showing are a result of nanining S.A. equities
experiencing a resurgence after being ensnared byriad of the worssocioeconomic, and political
events since the advent afemocracyin 1994 South Africa could not have looked more diéfet
than the rest of the world After suffering declingin each of the last four yeaesthird of aur portfolio
isnow experiencing2week highsina complete change of fortunese do not have a single company
hitting 52week lows!

Figure 8: Proportion of the Portfolio at 52 Week Highs. 52 Week Low
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Sourceinfront, First Avenue

If you consider what thépNJA Oppdrtunityin the ensuing chatboks like, you can see why regardless
of what happens to resourcethe resurgence of nomining S.A. equities haslong runway ahead of
it. The opportunity includes a greater portion of our portfolio hitting 52week higimsl another
portion reaching multyear highs. We thinkthat at least the las6yrs of economic and political
turmoil, including COVID, haweaterially strengthened the strong and weakened the wedihe
former will monopolize profits in their sector at rates last withessed in the period.Money
that has automaticallyflowed to shares of PGM miners wilhd an equally comgéng homein non
mining S.A. equitiesOf coursepur significant underweight in the sectorashet thatdevelopments

in the batteryelectriccarindustry will overtake PGMEading tomoney flowing ait into opportunities
inthe FINDI.

LJF



Figure 9: FINDI vs. RESI 10: Opportunity Set for Rerating of-Nidming S.A. Equities
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That said, kindly recall from last quarter letter that we do own some resource names on bases
completely unrelated to the thematic momentum you see in PGM mining sha@gs. portfolio
positioningis as follows:

Figure 10: Top 10 Betsi® Quarter 202

General Equity ‘ Focused Equity ‘
Prosus NV 6.2% | Bidvest Ltd 4.5%
BHP GROUP PLC 4.3% | AnheusefBusch Inbev SA NV 4.4%
South32 2.8% | Discovery Limited 3.6%
SIBANYE STILL WATER LIMITED 2.3%| AVI Ltd 3.5%
Discovery Limited 1.8% | SIBANYE STILL WATER LIMITED 3.4%
Compagnie Fin Richemont 1.7%| BHP GROUP PLC 3.3%
Sasol Ltd 1.4% | Truworths International Ltd 3.2%
Kumbalron Ore Ltd 1.3% | South32 3.0%
Bid Corporation Limited 1.0%| Sasol Ltd 2.6%
Vodacom Group Limited 1.0%| The Spar Group Ltd 2.6%




Figurell: Quarterly Attribution: Top 10 and Bottom 10 Contributors

General Equity Composite (SWIX)
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Global Equities

Our global equity strategy retas its unique proposition of blending famiind founderowned
businesses witlbusinesses run like family business#fsyou consider that the hardest thing you will
do inlife is build a capital base, themgital allocation is a critical coropent of what determines
Quiality. Losing capital through injudicious decisi@iemptingto arbitrage factors of productiois
what families and founders of businessesst heavilyguardagainstd 2  NNBy . dzFIFS 0 Qa NI
and 3. In the quarter, the fundvhichinvests in he highest of Quality names that haletter growth
prospects, felt the wrath of resurging Valeguities specifically global oil equitieBK, andeuropean
equities Nonetheless, that seems to have abatedhie month of April. As well, not only aoer
long-term investment outcomes still intacbut we alsocontinue toexhibit lower volatility than the
broad market (MSCI World). To say we ardtedcaboutthis proposition powering our business in
this and coming years is an understatement. WiMésay it agaimnd again an againy S.A. manager

BEE or not, without a compelling global proposition does not have a sustainable investment business
in the long term

Figurel3: Global Equity Fund vs. MSCI Warkolling 1yr Returng M  #aRR@turns)
Global Equity vs MSCI World (Rolling 1yr Returns)
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SourceStatprqg First Avenue



Figurel4: Global Equity Fungs. MSCI World: 1yr Rolling Volatility m Q H ™

Global Equity vs MSCI World (Rolling 1yr Volatility)
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Figurels: Global Equity Fund Top Ten Holdingsv Q H ™M

Stock %
ALPHABET C 5.3%
TRADE DESK A 5.0%
FACEBOOK A 4.7%
RATIONAL 4.5%
LVMH MOET HENNESSY 4.3%
HERMES INTERNATIONAL 4.3%
REMY COINTREAU 4.1%
BERKSHIRE HATHAWAY B 3.9%
WALMART 3.7%
FIN RICHEMONT NAMEN A 3.3%

SourceStatprq First Avenue






