
My mama said, ‘you can't hurry love
 No, you'll just have to wait’
 She said, ‘love don't come easy
 Well it's a game of give and take’
 You can't hurry love
 No, you'll just have to wait
 Just trust in the good time
 No matter how long it takes.

- You Can't Hurry Love, The Supremes

If your investment managed by Granate in any
given year is your best-performing investment, it is
coincidental. Just plain luck. The best-performing
funds are normally heavily invested in specific
themes or run very concentrated portfolios –
which we don’t do. We don’t judge this approach.
Our stomachs simply aren’t strong enough for
such all-or-nothing bets. We do build portfolios
that are high in conviction, but they will still be
diversified across different industries, companies
and themes. We sometimes even invest extensively
in plain old government bonds (which currently
offer good yields). 

We are focused on batting averages rather than
big swings. But, over the long-term, we target high
batting averages. We have big ambitions for your
savings.
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WHY DO WE THINK OUR LONG-TERM BATTING
AVERAGE WILL BE GOOD?
We have several reasons for this conviction. One of
them is the order in which we arrange price and
people. Many people follow share prices. But we
believe share prices follow people. What does this
mean? When people follow share prices, they look
for upward-trending prices to catch on to, or falling
prices to buy on the cheap. This shorter-term focus
can result in tremendous returns. However, we
believe our competitive advantage is being on the
opposite side of the transaction. Patience in
markets is abnormal. Consistently buying from or
selling to impatient people could therefore result in
abnormal returns.

HOW DO WE DECIDE WHICH INVESTMENTS ARE
WORTH THE WAIT?
Very smart people operate in healthy working
cultures and run good business models,
empowering them to make the right decisions. We
believe that the share prices of businesses under
this type of leadership will follow. Importantly,
prices do not follow people like an obedient
Labrador, but rather like a rescue Jack Russell. The
little dog darts around all over the place but
ultimately ends up alongside its owner. Therefore,
we focus on the long term.

There is a rare exception where good companies
don’t deliver good long-term returns. This happens
when the share price has run to the point where it
is completely detached from any realistic future. 
 This risk can be managed by a few inversion
calculations. If the current share price can only be
justified by extremely optimistic assumptions, it is
best to stay clear. 
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An example would be when you need to assume that
the supply of a commodity will not increase to bring
industry returns down to a reasonable cost of
capital. Free lunches are rare.

THE IMPORTANCE OF PEOPLE IS JUST AS TRUE IN
FIXED INCOME MARKETS
When you are buying a bond, you are lending money
to someone. Any experienced banker will tell you
that the person you lend the money to is far more
important than the rate you lend at. You need to get
the money back. If we lend money to the right
people at attractive rates (for us), the odds are good
that we will get the money back – or even sell the
bond to someone else at a higher price. If we repeat
this process many times over, our clients will achieve
above-average batting averages over time.

Our funds are currently performing well. But, the day
will come that we ask you to remember about the
random run of the Jack Russell, and to give the
Supremes another listen. 
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Granate Asset Management is an authorised FSP (46189)
For our full disclaimer, click here.

https://www.granate.co.za/wp-content/uploads/2021/01/Disclaimer.pdf

