
NAVIGATING THE 
Shaping a functional and 
durable board for a rewarding ride

We know we can’t 
predict the weather. 

SHAPING FOR THE ENERGY OF THE OCEAN
Although your board was not shaped only for current conditions, it was shaped to be good even in current conditions. If the 
wave of inflation is bigger than our base case, we protect our clients with a healthy position in inflation-linked bonds. If inflation 
is lower than we expect, our nominal bond holdings should perform well. In both cases, we feel the asset classes are offering 
significant value – which provides additional protection. Similarly, with our equity exposures, rising interest rates will benefit 
holdings such as our banks (which include Capitec locally and First Republic Bank in the US), while more moderate rates will 
support consumer spend and could boost investee companies such as Mr Price and UK kitchen supplier Howdens. In some 
cases, we will be heading for the lip of the wave in the hope of busting out an air (like with Twitter), while in other cases we will 
bottom turn to ride the wave for a long (and optically unexciting) time, like with British American Tobacco.  
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We know that tides turn, swells may 
be sudden, and currents can shift.

Building and shaping the 
best possible surfboard. 

So, while heeding meteorologists 
and seasoned surf spot locals, we 

focus on what we can control. 

We believe you’re in for a rewarding ride.  
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One that keeps you comfortably 
afloat when you’re out at sea.

And one that lets you catch 
many good waves but won’t 

snap in big surf.   

BUILDING A BETTER BOARD
We’re careful when choosing what to build with, setting strict standards for the quality of our investments before we consider prices. 
We also know how important it is to shape: to continuously refine our portfolios, reassess position sizes and scrutinise for unintended 
correlations. And while different variations will cater to different needs, all our funds are designed based on the same principle: to 
maximise the odds of achieving their benchmarks. 

Investors can learn more than a few lessons from surfers. Perhaps the most important is that both oceans and 
markets are complex and can be unruly. It’s impossible to predict or control them, so our focus is on building a sturdy 
and functional craft to navigate different and difficult conditions. We do this so that you can focus on holding on, even 
when seas are rough. 

For our full commentary, please refer to Page 2.

CURRENT CONDITIONS
Stubbornly high inflation in many countries (like the US, UK and much of Europe), is forcing the hands of central banks. It means that they 
need to implement monetary policy tightening, which tends to reduce the demand for goods, including investments. This places pressure 
on prices and has also resulted in significantly higher bond yields globally. In contrast, a more moderate inflation outlook and growth in 
various pockets of the economy mean that South African securities have been performing well.  
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HOLD ON!
One of the lessons you will likely learn before paddling out 
to the backline for the first time, is this: Hold on to your board. 
Regardless. If you let go, the board becomes your worst enemy 
because it can knock you or a fellow surfer. The pull of the wave 
on a board dangling from your ankle leash puts more pressure 
on the leash, and it can pull out the board. 

It is especially tempting to dump your board and dive down 
when the waves get big – exactly when you should be holding 
on tightest. In the same way, you should hold on to investments 
made with managers you trust, especially when times are 
tough (as is currently the case in many offshore markets) and 
your portfolio may not be faring as expected. We will shape the 
board as best we can, but your job is to hold on, regardless of 
conditions.  

BUILDING A BETTER BOARD
We’re careful when choosing what to build with, setting 
strict standards for the quality of our investments before we 
consider prices. We also know how important it is to shape: to 
continuously refine our portfolios, reassess position sizes and 
scrutinise for unintended correlations. And while different 
variations will cater to different needs, all our funds are 
designed based on the same principle: to maximise the odds of 
achieving their benchmarks. 

This means that we design boards to maximise the number of 
rides over your life. We do not look at the forecast conditions 
and then shape for those conditions. So rather than a few fast 
rides, our approach aims to compound your capital over time 
as your investment works in different conditions. If we are too 
focused on analysing forecasts or trying to make our own, we 
can make very big mistakes. 

We try to build boards that won't snap even in the roughest of 
times. In investments, this means not paying too much for 
securities. This could include securities issued by a strong entity 
but for which you are expected to pay too much, or securities 
from an entity that is of far lower quality than reflected in the 
price. Either is likely to result in permanent loss of capital.  

CURRENT CONDITIONS
Stubbornly high inflation in many countries (like the US, UK and 
much of Europe), is forcing the hands of central banks. Inflation 
is being driven by various factors, including the war in Ukraine. It 
means that central banks need to implement monetary policy 
tightening, which may involve reducing asset purchases and 
hiking interest rates. This tends to reduce the demand for 
goods, including investments, which places pressure on prices 

and could be an important contributor to the current decline 
in security prices in these countries. It has also resulted in 
significantly higher bond yields globally, leading to one of the 
worst quarterly bond market performances in history. 

South Africa's inflation is currently more moderate, allowing for 
less severe monetary tightening. In addition, the country is 
benefitting from high resource prices and growth in various 
pockets of the economy. This growth is a function of several 
factors, one being the low base set by poor historic government 
execution, COVID lockdowns and high real rates over long 
periods pre COVID. South African securities have (finally) been 
performing well. Our bonds have largely outperformed 
peers and continue to offer what we believe is a stand-out 
opportunity, with attractive risk compensation. 

SHAPED FOR THE ENERGY OF THE OCEAN
Although your board was not shaped only for current conditions, it 
was shaped to be good even in current conditions. If the wave of 
inflation is bigger than our base case, we protect our clients with 
our healthy position in inflation-linked bonds. If inflation is lower 
than we expect, our nominal bond holdings should perform well. In 
both cases, we feel the asset classes are offering significant value 
– which provides additional protection. Similarly, with our equity 
exposures, rising interest rates will benefit holdings such as our 
banks (which include Capitec locally and First Republic Bank in the 
US), while more moderate rates will support consumer spend and 
could boost investee companies such as Mr Price and UK kitchen 
supplier Howdens. In some cases, we will be heading for the lip of 
the wave in the hope of busting out an air (like with Twitter), while in 
other cases we will bottom turn to ride the wave for a long (and 
optically unexciting) time, like with British American Tobacco.  

As we have used normalised interest rates when approximating 
the values of the securities in which our funds are invested, it is 
important to note that the prices of shares could fall as the tide of 
easy money goes out. However, they should do well in the long term 
as growth in profits pulls prices up – but this could take time. 

To illustrate: If a company is trading at a multiple of 20 times annual 
profits and this drops to 15 times, the loss of capital is 25%. If the 
multiple remains at 15 times, how long will it take to recover that 
capital? Well, if the company can grow its profits at 10% per year, 
you will recover your loss after three years and double your money 
over 10 years. This excludes the benefit of any dividends, which will 
result in an even better outcome. In cases where we have paid 20 
times earnings to invest, we believe the companies will grow faster 
than 10%. In South Africa, many of the companies we have bought 
trade at multiples far below 20 times, and we believe can also grow 
faster than 10%. 

Investors can learn more than a few lessons from surfers. Perhaps the most important is that both oceans 
and markets are complex and can be unruly. It’s impossible to predict or control them, so our focus is on 
building a sturdy and functional craft to navigate different and difficult conditions. We do this so that you 
can focus on holding on, even when seas are rough.  

We believe you're in for a rewarding ride.
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Shaping a functional and 
durable board for a rewarding ride


