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US markets continue to push to 
fresh highs, despite the rising trade 
tensions and growing political risk in 
that country. As we articulate in the 
“Feature article” section, much of 
the gains for US markets this year is 
attributable to just a handful of large 
technology companies. Excluding 
those, returns for the year would 

more than halve, but they would still be positive, which is in 
contrast to markets in other developed regions. We attribute 
the strong performance to the resilience of the economy 
and the impact of the tax cuts announced earlier this year, 
and which are now impacting positively on corporate profits. 
As the second chart alongside shows, earnings growth for 
US companies remains very healthy at 18% - and is the 
strongest rate of growth since 2011 when the growth rate was 
still normalizing post the Financial Crisis. We do anticipate a 
softening of US GDP growth over the next nine months, and 
the rate of earnings growth to slow slightly. But profits will still 
grow, which is imperative for further capital growth. 

the rally during the second quarter 
of the year has fizzled out in 
spectacular fashion. the FtSE 
100 index is now back in negative 
territory for the year, and the blame 
can be laid squarely at the door of 
Brexit. On the one hand, Brexit fears 
are resulting in a weak domestic 
economy, as companies put plans on 

hold pending clarity on the final outcome. (That is something 
with which we are very familiar.) On the other hand, currency 
volatility caused by Brexit is leading to wild swings in share 
prices for some of the large global multinationals listed in 
London – sectors such as tobacco and personal consumer 
goods. 

Despite record low unemployment – the UK also has an 
unemployment rate of just 4% - wages are growing at just 3% 
(and have been for three years), whilst inflation has exceeded 
3% since early 2017. hence the contraction in real incomes, 
and the pressure on consumer confidence and the British 
retail sector. 
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European equities have performed 
poorly this year. Returns for the 
year to date are -5.5%, in line with 
those in the UK, but substantially 
behind those in the US. Whilst we 
can understand that markets are 
concerned about currency strength, 
the Euro is hardly strong against the 
Dollar, and recent strength has not 
erased the weakness over the past eighteen months. Another 
concern is the imminent end of the ECB’s QE program, and 
the move to raising interest rates. QE is likely to end before the 
end of the year, with the first interest rate hike across Europe 
in mid-2019, providing all goes to plan. In the meantime, 
Euro area GDP remains solid at a growth rate of 2%, and 
analysis of underlying news flow suggests that economic data 
is generally improving. So, growth should firm over the next 
six months. however, European equities are moving in the 
opposite direction. the second chart alongside shows the P/E 
ratio for the top 50 companies across Europe. Valuations have 
contracted significantly from the peak reached in late 2016, 
and are now at the levels last seen in 2012. the valuation gap 
between US and European equities is extreme, and history 
suggests that it will not last. 
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CAUghT Up In The 
emergIng mArkeT sell-off

Most Asian markets are classified 
as emerging markets, and the 
malaise that has afflicted countries 
such as turkey, Argentina and SA, 
has impacted on Asia as well. the 
Singapore market peaked in early 
May, and has declined steadily ever 
since – very much in line with the 
broader trend in emerging markets. 
the decline from the peak is 14%. Likewise, in hong Kong, 
where the market peaked in late January, and has fallen by 
21%. to put this in perspective, the JSE also peaked in late 
January following the Ramaphosa-induced euphoria. Since 
its peak, the JSE has declined by 9%, a relatively good 
performance relative to the peer group. 

Asian economies have also been negatively affected by the 
escalating trade war, given that they are heavily reliant on 
exports. Business sentiment and activity indicators have all 
turned down in recent months, highlighting the uncertainty 
that is being created by unpredictable US policy. 

The TrAde wAr And 
slowIng sTImUlUs TAkes ITs Toll

EUrOpEaN 
UNION

CHINa & 
aSIa paCIFIC
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Whether one ascribes 
the trend to Dollar 
strength or Pound 
weakness, the pound 
has lost substantial 
value against the 
Dollar over the past 6 

months. From early 2017 to march of this year, 
the Pound recovered much of the weakness 
experienced post the Brexit referendum. 
however, that trend has come to an end. 
heightened political risk and escalating trade 
wars have forced investors to seek the safety 
of the US Dollar. In addition, a lack of clarity 
on Brexit has weighed heavily on sentiment 
towards the UK. the Pound has recovered 
slightly over the past few weeks, but it remains 
vulnerable to any Brexit-related news. .
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having traded in a 
relatively stable range 
against the Euro for 
6 months, the Pound 
also lost ground against 
the Euro over the past 
quarter. this despite 

the Bank of England raising the UK benchmark 
interest rate by 0.25%, with the hint of more 
to come. that has done little to improve the 
attractiveness of the currency in the short 
term, but progress on Brexit negotiations could 
see a sharp rally. Unfortunately, the converse 
also applies. 

gBp vs eUr

Whilst we are all 
sensitive to movements 
in the Rand, and lay the 
blame on local politics, 
it is worth considering 
the trend amongst other 
commodity economies. 

the Australian Dollar has been in a weakening 
trend against the Pound for the past year. Since 
August last year, the Australian currency has 
declined by 13%, a significant move for what is 
meant to be a developed economy. In the near 
term, we expect the Aussie Dollar to follow the 
trend of emerging market currencies, due to 
its reliance on commodity prices and global 
growth. 

gBp vs AUd
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South African investors are rightly 
feeling rather tender. After all, 
equity returns for the past three 
years have been pedestrian to say 
the least. What is equally frustrating 
is that each of the past few years 
have started with the promise of 
better times ahead, only for those 
expectations to fizzle out. That has 
certainly been the case this 
year. We started the year 
with a new president of the 
ANC, a strong currency, 

and the promise of significant change. There 
is no doubt that change is underway, but it has 
been slow to manifest itself, and the depth of 
malfeasance in prior years is still taking its toll 
on ordinary citizens. the net result is that for the 
year to date, equity returns (including dividends) 
have been negative for local investors at -4%.

Due in large part to the ongoing political uncertainty in 
this country, investors have been rightly diversifying into 
foreign markets. Unfortunately, many of those markets 
are experiencing tough conditions as well. Rand 
weakness might infer that offshore investments are 
performing well, but a closer inspection highlights that 
positive returns are becoming increasingly hard to find. 

The table below shows the total return (which includes 
both the change in price and any dividends received) for 
several major indices that are widely used as benchmarks 
for various geographic regions. We have then analyzed 
the source of that return – i.e., whether the return is 
due to a change in profits, a change in valuation, or 
dividends received. The first thing that stands out is that 
only the US is showing positive returns for the year. the 
other regions are all negative, and broadly speaking, 
emerging markets have been particularly hard hit. SA 
equities have actually performed in line with those in the 
UK and Europe. 

Secondly, it is encouraging to note that, apart from 
Europe, all regions are showing positive profit growth, 
although we will admit that it’s very marginal for South 
Africa. This is important, as equities require profit 
growth for long-term performance. Given that profits 
are growing and returns are negative, it implies that 
valuations are falling. this is indeed the case. Even in 
the US, valuations have declined thanks to profits rising 
faster than overall returns. the extent of the decline in 

valuations is noticeable in the UK and across emerging 
markets. the UK has been hard hit by currency volatility 
(see previous section) relating to the ongoing uncertainty 
over Brexit. 

Finally, it is worth noting the influence of dividends on 
the total return. Dividends have contributed positively 
in all regions, and overall returns would be significantly 
weaker had dividends not been paid. 

From the analysis above, it is clear that the US is the 
strongest region for equity returns. But here again, 
headline statistics can be misleading. Returns for the 
US markets would be much lower (but still positive) 
were it not for the high weighting towards heavy-weight 
technology stocks. the four largest shares in the S&P 
500 Index are Apple, Microsoft, Amazon and Alphabet 
(formerly Google.) Between them, they comprise 13.7% 
of the broader index – not excessive when you consider 
that the four largest shares in the top 40 Index comprise 
almost 45% of that index – but still dominant, given that 
there are 500 constituents. 

As we have shown in the table above, total returns 
for the S&P 500 so far this year are 9.5%. the capital 
growth (i.e., the return excluding the dividend portion) is 
8%. If we exclude the four companies mentioned above, 
the return falls to just 4.3%. Adding other technology 
behemoths to the analysis (such as Cisco, Nvidia, and 
Netflix – which together comprise a further 2.2% of the 
Index) reduces the capital return to just 3.5%. In other 
words, the seven companies mentioned above account 
for more than half of the gains in US stocks this year – 
and they are all in the technology industry. this may say 
as much about the growing influence of technology on 
our lives as it does about the broader trend in US stocks. 

Likewise, it is worth asking whether the weakness in the 
UK market is a reflection of the state of the UK economy, 
or rather a reflection of the construction of the index. 

A Closer look AT 
foreIgn mArkeTs

Michael
porter source of return for selected Indices

Index region
Total 

return
rising 
profits

rerating
derating dividend

JSE SA -3.6 0.2 -6.0 2.2

S&P 500 US 9.5 12.4 -4.4 1.5

FtSE 100 UK -2.4 10.8 -16.5 3.2
DJ EURO- 
StOXX 50

Europe -3.2 -3.4 -2.0 2.2

MSCI EM EM -11.7 8.2 -21.6 1.6
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the FtSE 100 is the most 
widely followed UK index, and 
has 100 constituents. For the 
year to date, the capital return 
is -5% (excluding dividends) 
– a poor performance. If we 
exclude mining shares from the 
index – because mining has 
nothing to do with the domestic 
UK economy – then the return 
rises to a decline of only 4%. 
If we further exclude the global 
multinationals – Unilever, 
Reckitt Benckiser, Diageo, 
British American tobacco and 
Imperial Brands – then the year 
to date return is just -2.4%. In 
other words, the performance of 
the FtSE100 Index has largely 
been determined by the direction 
of the UK currency, which has 
influenced a few of the very 
large global multinationals, and 
commodity prices, which have 
weighed on resource shares. 
Returns for UK-centric shares 
are negative, but would be close 
to break-even if dividends are 
considered.

Top 20 Constituents
s&p 500 Index fTse 100 Index

position name weight name weight

1 Apple 4.0% Royal Dutch Shell 11%

2 Microsoft 3.5% hSBC 7%
3 Amazon 3.4% BP 6%
4 Alphabet 3.0% BAt 4%
5 Facebook 1.6% GlaxoSmithkline 4%
6 JP Morgan Chase 1.6% AstraZeneca 4%
7 Johnson & 

Johnson
1.6% Diageo 3%

8 Exxon Mobil 1.5% Unilever 3%
9 Bank of America 1.2% Vodafone 2%
10 Berkshire 

hathaway
1.2% Prudential 2%

11 United heathcare 1.0% Lloyds Banking 2%
12 Visa 1.1% Rio tinto 2%
13 Wells Fargo 1.0% Reckitt Benckiser 2%
14 Pfizer 1.0% Shire 2%
15 home Depot 1.0% Glencore 2%
16 At&t 1.0% RELX 2%
17 Verizon 0.9% BhP Billiton 2%
18 Chevron 0.9% Barclays 2%
19 Cisco 0.9% National Grid 1%
20 Intel 0.9% Compass Group 1%
total 32.3% 64%

The the New York based S&P 500 is a much bigger index of stocks both by number and by value than the London based 
FTSE 100 index.  
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The heAlTh of The Us 
ConsUmer – In ChArTs

Unemployment
Strong growth has indeed translated into strong 
employment growth. After the shock of the 
Financial Crisis when unemployment rose to 
over 10%, the US economy has steadily created 
new jobs. the result is an unemployment rate 
below 4% - virtually the lowest on record for 
the past thirty years, and very close to what 
is considered to be “full employment” for the 
economy.  there is always some debate as to 
whether it reflects the true state of the labour 
market – given that the unemployment rate 
excludes those who have given up looking for 
work. But the methodology is consistent over 
time, and those willing to work in the US should 
be able to find a job. 

Consumer debt
Strong growth has indeed translated into strong 
employment growth. After the shock of the 
Financial Crisis when unemployment rose to 
over 10%, the US economy has steadily created 
new jobs. the result is an unemployment rate 
below 4% - virtually the lowest on record for 
the past thirty years, and very close to what 
is considered to be “full employment” for the 
economy.  there is always some debate as to 
whether it reflects the true state of the labour 
market – given that the unemployment rate 
excludes those who have given up looking for 
work. But the methodology is consistent over 
time, and those willing to work in the US should 
be able to find a job.

gdp
the prior article highlighted the fact that the US 
is the best performing market so far this year, 
and one of the few showing positive returns. that 
implies that the US economy is performing well. 
the next nine charts will highlight a few trends 
affecting the consumer sector of the economy, 
starting with GDP. the chart alongside shows 
GDP measured on a year-on-year basis, which 
is less volatile than the oft-quoted quarterly 
numbers. the US economy continues to 
expand, and is now growing at its fastest pace 
in three years. Even on a quarterly basis, the US 
has only had 2 quarters of negative growth since 
2009 – a sharp contrast to the trend in SA. 

gdp growTh
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The heAlTh of The Us 
ConsUmer – In ChArTs

housing market
Despite record employment, cracks are starting 
to appear in the housing market. house prices 
are still rising – but growth has slowed from 
almost 7% to a more palatable 5.3%. having 
risen steadily since 2012, sentiment indicators 
look to have peaked, and existing home sales 
have turned negative. this is reinforced by the 
pace of construction of new homes, which has 
also negative for the first time in twelve months. 
It would be wrong to infer that the housing market 
is collapsing, but the trend appears to be at odds 
with the robust growth in the broader economy, 
and consequently requires close scrutiny in 
future. 

vehicle sales
Another reliable indicator of consumer health 
is sales of new vehicles. the US has always 
been the largest market in the world for new 
vehicles, but it has recently been surpassed by 
China. On average, the US tends to sell about 
17 million new cars a year. Over the past few 
years, the rate has been closer to 18 million 
new vehicles, but the pace has slowed – the 
latest data point to a rate of 16.5 million units. 
Growth is still positive, as shown in the chart 
alongside, but the robust growth rates post the 
Crisis have dissipated. the last three years 
have been far more pedestrian. Again, this is 
at odds with a booming economy with record 
levels of employment. 

salary growth
Given the record low unemployment level, it 
would be only natural to assume that salaries are 
rising fast across the economy. After all, labour is 
getting scarce and therefore salaries must rise to 
a) attract discouraged people back into the work 
force, and b) to attract staff from competitors. But 
this is not necessarily the case. the last time that 
the unemployment rate was this low, salaries 
were growing at 4% per annum. the current rate 
of growth is 2.9%, and the rate of growth has 
hardly changed over the past two years. this 
trend is being watched closely by the Federal 
Reserve, as higher wage growth would be a 
trigger for faster interest rate increases. however, 
adjusting for inflation (see later comment) implies 
that salaries are not growing at all in real terms. 
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The heAlTh of The Us 
ConsUmer – In ChArTs

Inflation
Having experienced two periods of deflation – 
one during the Financial Crisis itself, and a further 
period in early 2015 – the US Federal Reserve 
will be satisfied to see headline inflation rising 
again. The threat of deflation is clearly over, but 
this has been replaced with a fear over excessive 
inflation. Prices are now rising at their fastest 
pace in six years, and the Federal Reserve is 
anxious that low unemployment is a precursor 
to faster wage inflation. Encouragingly, food 
inflation remains benign (currently 1.4% yoy) 
and petrol prices are stabilizing, so the pressure 
may dissipate. Nonetheless, this will remain one 
of the most closely monitored statistics for the 
next 12 months. . 

Interest rates
Higher inflation has given the Federal Reserve 
more confidence to not only reverse its QE 
program, but also to start raising short term 
interest rates. Already interest rates have been 
raised seven times – from the low of 0.25% to 
the current rate of 2%. there is more to come. 
Markets are pricing in a further two increases 
this year, and a further three for next year. 
that would take the benchmark rate to 3.25%. 
Accelerating inflation would force them to be 
more aggressive. Bond yields has also risen, 
but for now remain steady at 3%. Provided 
inflation does not get out of control, there is no 
reason for bond yields to move substantially 
higher.  

retail sales
the last two charts have hinted at the possibility 
of a consumer that is starting to turn more 
conservative in the face of potential increases in 
interest rates. this chart turns that theory on its 
head. the chart alongside shows the real growth 
in retail sales (i.e., adjusted for inflation). Retail 
sales (excluding vehicles) are growing at their 
fastest pace for six years. this is more consistent 
with the strong economy and employment levels. 
Despite higher interest rates, discipline in paying 
off debt and a reasonably high savings ratio 
has laid the foundation for a period of strong 
consumption.  
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the table below contains a short description of various shares that we consider to be solid global companies and 
worthy of inclusion in clients’ portfolios. Whilst many of the companies are household names, some are less familiar. 
the aim of this table is to introduce clients to these companies to broaden your knowledge and understanding 
of how your foreign portfolio is positioned. This list is constantly updated and amended to reflect our broadening 
coverage and changes to our basket due to changes in the economic cycle.

name Country sector description

Allianz Germany Financials This financial services conglomerate is split into three divisions, namely 
Property and Casualty insurance, Life and health insurance and Asset 
Management with the profit split being 47%, 37% and 22% respectively. 
Based in Germany, it has strong European geographic exposure with a 
compound annual earnings and dividend growth rate of 5% over the past 
4-years. 

Altria USA tobacco Altria is the holding company of Philip Morris, the largest tobacco company 
in the USA, with iconic brands such as Marlboro. Due to corporate activity 
over time and its prior investment in SABMiller plc, Altria also holds a non-
controlling stake in AB-Inbev.

Apple USA Consumer 
Electronics

Apple needs no introduction, given that its products are so ubiquitous in our 
daily lives. Its range extends from computers to ipads, phones and watches, 
all reliant and based on their closed operating platform, which encourages 
loyalty to the brand. 

Associated British 
Foods

UK Food & 
Retail

One of the UK's leading food manufacturers, with operations across 
agriculture, ingredients, food and sugar (it owns Illovo Sugar in its portfolio.) 
It also owns the very successful Primark retail chain, a value clothing retailer 
with stores across the UK and Europe and the US.

Berkshire 
hathaway

USA Financials Berkshire hathaway is the investment company of Warren Buffett. Its core 
operations include insurance and rail assets in America, as well as a host of 
manufacturing operations. It also has a wide portfolio of listed US companies. 

Blackrock Greater 
European 
Investment trust

UK Investment 
trusts

Managed by Blackrock, this is a closed-end Fund that invests in Blackrock's 
best ideas across European large cap shares. It is actively managed with a 
spread of between 30 and 40 holdings. 

British Land UK Property the company is one of the UK's leading property companies, with a gross 
portfolio worth over £10 billion. Properties vary from office blocks to shopping 
centres. A solid yield and attractive development pipeline offer stable, long 
term growth.

CapGemini Inc France technology CapGemini is a global leader in consulting, technology and outsourcing 
services. they combine top of the range technology solutions with deep 
sector expertise to implement IT projects and help clients reap efficiencies. 

Caterpillar USA USA Industrial 
Equipment

Caterpillar is synonymous with big yellow machinery used in the mining and 
construction industries. Whilst its customers operate in cyclical industries, 
Caterpillar differentiates itself through its superior service and spare parts 
network, which ensure minimum downtime and hence maximum efficiencies. 

Cisco Inc. USA technology Cisco designs and manufactures It equipment that forms the backbone of 
modern networks, the internet and how we connect to them. the growth 
in cloud computing is a huge opportunity as more functionality moves into 
cyberspace.

Colgate Palmolive USA household 
Goods

Colgate is a household name in almost every corner of the world, yet despite 
the prevalence of it's main product, there is still enormous growth in oral 
hygiene as the global population continues to urbanise. In addition to oral 
care, Colgate also has interests in soap and beauty, pet food and household 
cleaning.

UndersTAndIng The UnIverse
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name Country sector description

Diageo plc UK Consumer 
Staples

Diageo is one of the world's leading liquor companies. It has superb brands 
across wines, beer and spirits, and is active across the globe. Some of its 
better known brands include Guinness beer, Baileys Irish Cream, Smirnoff, 
Johnny Walker, J&B and tanqueray. 

General Mills USA Consumer 
Staples

GM is one of the largest food companies in the US, with brands such as 
Cheerio's, Old El Paso, Pillsbury and haagen Dazs. It is expanding into Asia 
and has recently expanded into pet food. It has an uninterrupted 117 year 
history of increasing its dividend.

Givaudan Switzerland Fragrances this is not a familiar name to many investors, yet we all use their products 
every day. Givaudan dominates the flavours and fragrances market - their 
products are used in foods, beverages, cosmetics, household goods etc. 
the list goes on. It is a consolidated industry with the top 4 competitors 
accounting for 66% of the industry.

GlaxoSmithKline UK Pharmaceu-
ticals

created by ther merger of several dominant pharmaceutical companies two 
decades ago, GSK has a range of products spanning core pharmaceuticals 
(including prescription medication), vaccines, and consumer healthcare.

Growthpoint 
Australia

Australia Property GOZ is the Australian subsidiary of locally listed Growthpoint Properties. 
It has a growing portfolio of commercial and industrial property across 
Australia, and offers a yield in excess of 6%.

hammerson plc UK Real Estate hammerson is one of the UK's leading property companies, with a portfolio 
in excess of £10 billion. It has a pure retail portfolio with properties in the UK, 
France and Ireland. the management team is one of the best in the industry, 
and able to navigate the ddemand sof Brexit and the rise of online shopping.

hastings Group 
plc

UK Financials hastings is based in the UK, and offers direct short term insurance to the 
home, car, van and bike market in that country. OUtSurance is an anchor 
shareholder in the Group. 

heineken Nether-
lands

Brewing One of the top 5 global brewers. Its "heineken" brand is one of the true 
global beer brands. Importantly, the company has the best growth profile due 
to its operations in Africa and Latin America. With consolidation underway, 
heineken stands out as an attractive alternative.

henkel Germany Industrials henkel is a stalwart of the German economy, and specialises in three core 
areas - laundry and homecare, Beauty, and Adhesives. Given its 140-year 
history, the Group has operations around the globe, with emerging markets 
comprising 43% of sales.

honeywell USA Industrials honeywell is similar to GE - a huge company but with surprising focus. It 
operates in aviation, automation and controls, transportation equipment 
and the manufacture of precision materials. For example, honeywell makes 
many of the turbos found in modern passenger cars. A strong foundation 
has led to superb earnings and dividend growth. 

Imperial Brands UK tobacco Imperial Brands (formerly Imperial Tobacco) is a global producer of tobacco 
products. Whilst not as big as British American tobacco, Imperial has a strong 
franchise and good core brands. Recent consolidation in the US and further 
cost cutting bode well for eps growth. the company has a commitment to 
increase its dividend by 10% p.a.

iShares Core high 
Dividend EtF

USA Diversified A US-listed EtF that focuses on high dividend yielding companies in the 
S&P 500. It has 75 counters.

iShares Global 
REIt EtF

USA Property A US-listed EtF that focuses on listed property around the world. the US 
acocunts for 65% of its assets, followed by Australia (7%), Japan (6%) and 
the UK (5%).

iShares Global 
tech EtF

USA technology A US-listed EtF focused on technology shares across the world. It has 110 
counters, with 76% invested in the USA.

iShares US 
Pharmaceutical 
EtF

USA health Care A US-listed EtF focussed on pharmaceutical companies in the US. It has 37 
counters, with exposure to pharmaceuticals and biotechnology.
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Johnson & 
Johnson

USA health Care Johnson & Johnson is a familiar name to most investors, given that many use 
its products every day. the company has operations across the healthcare 
industry, from specialised hospital equipment to baby care products. A 
growing population and penetration into new markets offers years of strong 
growth.

Land Securities UK Real Estate Land is the largest property REIt in the UK. Its portfolio consists of prime 
retail property as well as a focussed London portfolio. In total, it has over 
25 million square feet of property. It trades at a significant discount to NAV, 
despite its strong pipeline and good rental growth. 

Las Vegas Sands USA hotels & 
Gaming

Las Vegas Sands is a global operator of hotels, resorts and casinos. It has 
operations in Las Vegas and Atlantic City, but the bulk of its properties are 
now in Asia - mainly Macau, but also Singapore. 

Lloyds Banking 
Group

UK Financials Lloyds has recovered well from the GFC. It has sold off its tSB operations, 
refocused its domestic business and compensated clients for prior 
indiscretions (pension and insurance mis-selling.) The government has sold 
its entire stake. We expect the dividend profile to rise strongly over the next 
three years, which should be a precursor to a rerating.

L'Oreal France Consumer 
Staples

L'Oreal dominate the beauty industry and is by far the largest company in 
that segment. It has grown via steady acquisition, with many familiar brands 
part of their dominant portfolio. their brands cater to all income categories, 
men and women, and are foir use at home and in salons.

Luxottica Italy Luxury 
goods

Luxottica designs, manufactures and distributes traditional and designer 
eyewear, and frames. It is also one of the largest manufacturers of 
prescription lenses. It manufactures many brands of sunglasses (its own 
brands and others under licence), and retails them through its Sunglasses 
hut stores around the world. 

Microsoft USA technology Microsoft is another technology behemoth that needs no introduction, given 
that most of us use their products every day. A successful change in their 
licencing / billing model and expansion into cloud and internet services has 
enhanced their dominance.

Nestlé Switzerland Consumer 
Staples

Nestle is a truly global company with operations spanning 197 countries. It's 
focus is on nutrition, wellness and health, and a constant flow of innovation. 
Its products are in food, confectionary, ice cream and diary, and pet food. 
Last year it reduced its stake in L'Oréal to focus its attention on skin care.

Newell 
Rubbermaid

USA Consumer 
Staples

Renowned for their yellow dish-washing gloves, Newell has been around 
for many years, but its portfolio extends far beyond the kitchen sink. It has a 
wide footprint in stationery, baby goods, tools and household care products 
- items we all use every day.

Pandora Denmark Luxury 
goods

Pandora is a jewellery manufacturer and retailer, specialising in braclets, 
charms, and necklaces. Its products are extremely popular with teenagers 
and young adults. It has a vertically integrated operation, with 2,200 stores 
around the world. 

Ping An Insurance 
Group

hong Kong Financials Ping An is one of the largest financial groups in China. It has a diversified 
base of operations, but is domiannt in life and short term insurance, as well 
as banking and asset management. It has a JV with Discovery health to 
promote the Vitality product in China, which is seeing rapid growth.

Prologis Inc. USA Real Estate Prologis is based in the USA and focuses primarily on logistics and 
warehousing property in America, Europe and Asia. It has a portfolio of 2,900 
properties across 21 countries. It has shown good growth in distributions 
recently and offers a compelling yield relative to US-based alternatives.

Reckitt Benckiser UK Consumer 
Staples

Reckitt Benckiser is a global consumer company producing many of the 
items that stock our grocery and kitchen cupboards. In addition, it also 
produces some over-the-counter medicines. Like Unilever, it has strong 
brands and good growth into new emerging markets.
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Royal Dutch Shell 
B

UK Energy Royal Dutch Shell is an old fashioned oil company. It produces, refines and 
sells oil / petrol across the world. the "B" shares trade at a slightly higher 
price, but are exempt from Dividends tax, which makes them attractive. 

Rio tinto plc UK Mining Rio tinto, along with Anglo, BhP Billiton and Glencore, make up the world's 
largest mining companies. Rio has a strong presence in coal, iron ore and 
copper. the balance sheet has been repaired leaving the company hugely 
cash generative.

Royal Unibrew Denmark Brewing headquartered in Denmark, Royal Unibrew dominates the beverage market 
in Northern Europe, through its production of beer, malt beverages, soft 
drinks and ciders. Outside of their core markets, they also have a strong 
presence in Germany, Italy and in major cities in Europe and North America. 

Schneider Electric France Industrials Schneider manufactures various electrical infrastructure products used in 
home and building construction, as well as a suite of renewable energy 
solutions and It technology to integrate them into the Grid. Based in France, 
it operates in over 100 countries spanning developed and emerging markets.

Schroders Asset 
Management

UK Financials Schroders, a leading UK asset management firm, manages assets of £350 
billion. Unlike Aberdeen, it has a more balanced portfolio across developed 
markets with a good spread of both retail and institutional clients. that 
makes it more resilient to market fluctuations.

Simon Property 
Group

USA Property Simon is the largest global property company, with a market capitalisation 
of $60 billion. It is a pure retail fund, with the bulk of its assets (92%) in the 
USA. It has a small, but growing, presence in Europe and Asia.

Singapore 
telecomms

Singapore telecoms Singapore Telecomms dominates the fixed line market in Singapore 
(Singapore's Telkom), but also has a strong cellular presence across Asia 
(Singapore, Indonesia, Malaysia and Australia), and through its investment 
in Bharti, a presence in growth markets of India and Africa. 

Standard Life 
Aberdeen

UK Financials Standard Life is a UK based life insurer, with a strong global asset management 
presence. It has been very successful in growing its investment business, 
and has exciting options for growth in Asia, specifically India. It has merged 
with Aberdeen Asset Management to bolster its investment operations.

Symrise Germany Fragrances Symrise is a diversified chemicals company that focusses primarily on 
producing flavours and fragrances for the world's various consumer 
companies. Its range of products span perfume oil, cosmetics raw materials, 
aromas and flavourings. It operates in a competitive market dominated by a 
few large global companies, wiith high barriers to entry. 

tencent holdings hong Kong Social Me-
dia

tencent is the listed subsidiary of locally listed Naspers. It dominates online 
gaming and social chat (wechat) and has successfully demonstrated its 
ability to monetize products. It is constantly innovating and investing in 
new technologies - the latest being banking - to further dominate the online 
presence in China and Asia.

Unibail Rodamco France Property Unibail Rodamco is Europe's largest property company, with a focus mainly 
on retail properties across continental Europe. It has superb assets and a 
well regarded management team that continues to extract value and deliver 
growth, despite the weak environment. the high yield adds to the appeal.

Unilever plc UK Consumer 
Staples

Unilever is a global consumer company producing many of the items that 
stock our grocery and kitchen cupboards. It has strong brands which are 
being extended into new categories (Dove soap to deodorant for example). 
the push into new emerging markets offers plenty of growth.

Visa Inc. USA Financials VISA is a household name across the world and is synonymous with global 
payment systems for credit and debit cards. It is based in the US, where 
profits still dominate, but its reach extends to almost every corner of the 
world.
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Vodafone UK telecoms Vodafone is the parent company of locally listed Vodacom. It is one of the 
largest telecoms operators in the world, with direct operations in Europe, 
Africa, India and Australia, and associate operations across the North 
America, Asia, and Brazil.

Walmart Stores USA Retail Walmart needs little introduction. It is one of the world's largest retailers, and 
drove the wave of mass merchandising across the USA. It generates the 
bulk of its profits from America, but also has operations in Mexico, the UK, 
and a stake in locally-listed Massmart. 

Walt Disney Inc USA Media Disney is a household name across the world, famous for its enduring 
family-orientated proggramming and theme parks. It has recently opened 
DisneyLand Shanghai, which promises to be hugely popular. It's movie and 
tV offering remains sound, with a solid pipeline of new and exciting content. 
Disney also owns the Star Wars franchise, with the latest movie currently on 
the circuit and breaking all records. 

Wells Fargo & Co USA Financials Wells Fargo is one of the oldest financial services groups in the USA, and 
is often depicted in old western movies. It is a retail bank with operations 
across the US, spread across retail and corporate banking, along with 
ancillary services such as insurance and investments. It does not have an 
investment banking division.

Yum! Brands USA Fast Food Yum! is the owner of the KFC, Pizza hut and taco Bell global fast food 
chains. 
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disclaimer:
The information contained in this newsletter comes from sources believed to be reliable, but Harvard House Investment Management (Pty) Ltd , Harvard 
House Financial Services Trust, and Harvard House, Chartered Accountants (collectively known as the Harvard House Group), do not warrant its completeness 
or accuracy.  Opinions, estimates and assumptions constitute our judgment as of the date hereof and are subject to change without notice.  Past performance 
is not indicative of future results.  This material is not intended as an offer or solicitation for the purchase or sale of any financial instrument. Any investor who 
wishes to invest with the Company should seek additional advice from an authorized representative of the firm. The Company accepts no liability whatsoever 
for any loss or damages whatsoever and howsoever incurred, or suffered, resulting, or arising, from the use of this newsletter. The contents of this newsletter 
does not constitute advice as contemplated in the Financial Advisory and Intermediary Services Act (FAIS) of 2002.
 

 
Harvard House Investment Management (Pty) Ltd*, Licence no: 675  
Harvard House Financial Services Trust*, Licence no: 7758
Harvard House Insurance Brokers*, License no.  44138
Harvard House, Chartered Accountants
* Authorised financial service providers in terms of FAIS (2002)

The final word

For more information on the range of products and 
services offered by harvard house Investment 
Management and its associated companies (including 
harvard house, Chartered Accountants), or for any 
financial advice, please contact the Company at:

hArvArd hoUse groUp
G 3 harvard Street, howick, 3290, South Africa

+ P.O. Box 235, howick, 3290, South Africa

( +27 (0) 33 330 2164

7 +27 (0) 33 330 2617

@ admin@hhgroup.co.za

W www.hhgroup.co.za

conTacT dETaIlS:

“You are under a lot of stress. i am prescribing ice cubes to help 
you chill out.”


