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the exuberance which Us investors 
have experienced as markets 
reached record highs came to an 
end in October when Us-China 
trade tensions escalated, causing 
a risk-off approach. the immediate 
impact was felt by the technology 
sector where valuations had soared. 
The S&P 500 is now currently flat 

YtD having fallen from record highs. Furthermore, all 3 
indices (Dow Jones, s&P 500 & Nasdaq) experienced a one 
week drop of around 4.5% in the 1st week of December. the 
optimism from a positive G20 meeting between trump & Xi 
has been extinguished by the arrest of the CFO of Huawei, 
a Chinese-owned firm, which has cast doubt on the ‘trade 
truce’. A slightly disappointing November jobs report (albeit off 
a high base) and lower oil prices support the Fed Chairman 
Powell’s remarks that interest rates are “just below neutral” 
and sets the tone for the imminent FOMC meeting. We expect 
the Federal Reserve to hike rates by 25bps but the pace to 
slow thereafter. As trump’s corporate tax cuts move out of the 
base, Us GDP growth is expected to fall under 3% yet remain 
relatively strong and supportive through 2019.

the FtsE 100 is now trading below 
the levels it reached in January 
2017, with Brexit issues at a critical 
junction as Prime Minister May 
attempts to pass her deal through 
parliament. the composite PMI 
dropped to 50.7 in November, the 
lowest level since touching 47.7 
immediately following the 2016 

referendum, reflecting growing anxiety over Brexit. GDP 
growth of 1% (annualized rate) is comfortably below the 
BoE’s forecast of 1.4% for 4Q18. Coupled with Brexit, global 
trade issues have come to the fore and are exacerbating 
the volatility. It must be remembered that only 29% of the 
FtsE100 earnings are generated within the UK. thus, the 
rally which propelled the FTSE higher over the first six months 
of the year was in part due to the out-performance of global 
commodity multi-nationals.

A slowing global growth outlook in the face of rising Us 
interest rates has lowered commodity prices, which has 
been negative for the index whilst UK Consumer & Business 
sentiment hampers local growth. A smooth Brexit will be the 
catalyst for positive returns in 2019. 
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Growth across the Eurozone’s 
private sector companies has hit its 
weakest level in two years as trade 
war fears and Brexit take their toll. 
the Eurozone PMI composite output 
index fell to 52.7 in November, the 
weakest growth since september 
2016. Germany, Europe’s largest 
economy, showed the weakest 
expansion in nearly four years, with Italy the weakest-
performing country. In contrast, firmer growth was seen in 
Ireland, France and spain. In mid-December, the ECB are 
set to announce whether their net asset purchases (or QE 
programme) will cease by year-end. In the face of growing 
uncertainties, the ECB could extend QE for a short period - 
much will depend on news-flow from the US Federal Reserve 
on their monetary policy stance, the trade war and progress on 
Brexit.  Elections for key positions in the European Parliament, 
including chair of the ECB, add further uncertainty to the near-
term outlook for the region. Nonetheless, equities are cheap, 
and earnings growth will be boosted by the weaker Euro.
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Economic news-flow in early 
December saw the top 3 Asian 
economies reporting weaker growth 
just as the Emerging Market sell-
off began to abate. China reported 
weaker than expected exports 
(5.4% vs 9.4% consensus in 
November); Japan reported worse 
than expected GDP growth figures 
and the Indian elections were closer than expected, causing 
a further weakening in the currency versus the UsD. the 
repercussions of the Us-China trade wars affecting exports 
in particular, will play out over 2019 and repercussions will 
become clearer after the 90-day truce that is scheduled to 
end on 1st March. We believe that China is likely to gradually 
move towards greater stimulus, with the impact being felt 
in late 2019 which is positive. It is also likely that a weaker 
UsD, due to a slightly more dovish Fed and lower oil prices, 
will result in investor sentiment improving towards Emerging 
Markets. A mild recovery is expected next year with China 
GDP growth slowing but remaining above 6%.
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the rhetoric for the 
Dollar vs. Pound move 
continues to hinge 
around the outcome 
of Brexit negotiations. 
Nonetheless, we have 
seen some relative 

stability of late in that the trading range has 
narrowed considerably considering the sharp 
sell-off in the Pound in the earlier part of 2018. 
the looming vote is keeping any meaningful 
recovery in the Pound in check. By the time 
you read this article the crucial parliamentary 
debate proposing the Brexit deal, on the 11th of 
December, would have taken place. that vote 
has just been postponed, which has resulted 
in further volatility for one of the weakest-
performing major currencies of the year. 
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there are a number of 
factors influencing the 
Euro. At the forefront 
of the news is the 
uncertainty of the Brexit 
vote, but the market 
is also wary of the 

imminent end to the European Central Bank’s 
(ECB) stimulus programme which has been in 
existence for the past 3 years. Nonetheless, the 
Pound / Euro exchange rate has been one of 
the most stable over the past year, despite the 
numerous variable outcomes over a number 
of high profile economic and political events 
in both geographies. Other market sensitive 
news includes a slightly softer reading in GDP 
from the ECB and the global trade wars. 

gBp vs eUr

As we mentioned in 
our last Acuity with 
regards to the sterling 
/ Australian dollar 
moves, the weakening 
trend of the Australian 
dollar remains but from 

the lows, the currency has managed to claw 
back almost 7% from mid – October, not an 
insignificant move for a major market currency. 
the broad direction of the Aussie Dollar should 
be dominated by movement in commodity 
prices, global trade wars, the rate of growth in 
emerging markets, and sentiment indicators, 
all of which play a vital role in a commodity-
based economy.
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By the time you read this, there 
may, or may not, be more clarity 
on the future of Brexit, and the 
implications thereof for the wider 
UK economy. In a situation with 
which south African investors are 
all too familiar, the UK economy 
is paralyzed by uncertainty. the 
impending deadline of 29 march 
2019 to leave Europe is looming 
large, and as yet, there is no clarity 
on how that is going to be achieved, 
nor the implications for business 

and consumers thereafter. As we know only too well, the 
easy reaction is “to wait and see.”

After the initial reaction to the Brexit vote, for many 
businesses in the UK it was simply business as usual., 

Nothing changed immediately. But now that the deadline 
is so close, and there is no clarity on key issues such 
as trade issues, the movement of people, the mantra 
of “business as usual” falls away. that is why it is so 
important for the UK parliament to agree a deal – at 
least it provides a framework within which business can 
operate and make decisions about the future. 

A panel of economists at a recent conference agreed 
that 2019 could be a good year for the UK economy, 
provided that there is some clarity on Brexit. some of 
the headwinds that have worked against the country will 
turn into tailwinds. the rest of this article highlights a 
few key statistics for the UK economy. the implication 
is that the UK is not as weak as might be assumed, and 
the future could brighten, provided politicians deliver a 
concrete plan on Brexit. 

A snApshoT of  
The Uk eConomY

Michael
porter

household Consumption
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
Last quarter we showcased a number of 
statistics for the Us economy that generally 
showed an economy in robust health – despite 
the current concerns that growth is slowing. this 
quarter, we will highlight some statistics for the 
UK economy. The first chart is the rate of GDP 
growth. Apart from a deep recession during the 
Financial Crisis, the UK economy has delivered 
consistent growth, even if the rate of growth has 
slowed in recent years. Growth peaked at over 
3% in 2015, but has since slowed due to political 
uncertainty – that will be a recurring theme in 
many of the charts we show. Yet despite that 
uncertainty, growth has actually increased over 
the course of 2018. 
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A snApshoT of  
The Uk eConomY

Budget Deficit
the general impression of most western countries 
is that they have excessive government debt, 
fueled by rising social demands on healthcare 
and government grants, and exacerbated by 
weak GDP growth. In the aftermath of the 
Financial Crisis, tax revenues collapsed, whilst 
Governments were forced to boost spending to 
counteract the recessionary environment. that 
ushered in an era of “austerity” – a cutback in 
government spending. so how has the UK 
fared? Their Budget deficit is now at the lowest 
level since 2002 – a sharp recovery from the 
lows reached in 2010 and 2011. that has fueled 
talk in the UK of an end to austerity, which would 
provide another boost to broader GDP growth.  

Inflation
After deflation during the Financial Crisis, and 
another scare in late 2015, UK inflation has 
accelerated. It reached a peak of 4% late last 
year, but has since declined to 3.3% - lower, but 
still elevated relative to the Bank of England’s 
target of 2%. Much of the blame for higher 
inflation is due to the Pound. The Pound came 
under severe pressure post the Brexit vote, and 
despite periodic bouts of strength, has failed 
to recover its former strength. that has fueled 
domestic inflation. It is widely anticipated that 
a Brexit deal could cause a recovery in the 
currency, which would drive inflation lower. 

fixed Investment
The rate of fixed investment into the UK economy 
shows a far more varied pattern relative to 
consumption expenditure – although generally 
the UK does have a positive rate of fixed 
investment – nets additions to the infrastructure 
of the country. What is concerning is the 
slowdown in fixed investment since the Brexit 
vote, and more so in the past two quarters – a 
clear manifestation of the uncertainty gripping 
the country, and the unwillingness of business 
to commit to new investment until there is clarity 
on the path ahead. Provided the UK reaches 
some form of deal before 29 March 2019, we 
expect the trend in fixed investment to recover, 
dragging consumption growth along with it. 
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A snApshoT of  
The Uk eConomY

Wage Growth
As one would expect, the combination of higher 
inflation and a low unemployment rate should 
lead to wage inflation. Higher wages are in part 
compensation to offset rising inflation but also 
reflect a tight labour market where workers can 
demand higher salaries. Across the UK, wages 
are rising at the same rate as inflation – the 
first time that this has been the case for a few 
years. A real increase in wages is a requirement 
for growth in consumption expenditure, which 
as we have seen, is the cornerstone of the UK 
economy. We do not expect wage growth to 
accelerate further, given the uncertainties facing 
the economy. But a return to real wage growth is 
welcome after two years of contraction. 

House Prices
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.

employment
there is always so much focus on the Us 
Unemployment Rate, given its status as the 
World’s largest economy. Often unemployment 
in other countries is overshadowed. Despite all 
the challenges in the UK, unemployment has 
declined steadily – and is now at the lowest level 
this century. this is good news, and indicates 
that the UK has been just as successful as the 
Us in creating jobs post the Financial Crisis. But 
there are warning signs on the horizon. Claims 
for unemployment benefit (not shown here) are 
starting to rise – claims are now growing at their 
fastest rate since 2014. Needless to say, the 
trend in claims is a leading indicator of what the 
future unemployment trend might look like. 
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ten years ago, standard Life was 
a typical life assurer. It had a large 
life assurance operation, providing 
risk products to meet life assurance 
and disability requirements. 
that was backed up by a solid 
asset management division, 
which managed both in-house 
funds (generated by premium 
income) and third-party mandates. 
Furthermore, this was done across 
the world. the company had a 
global presence spanning Europe, 

the Americas and Asia. 

Fast forward ten years, and the company has changed 
completely. It has shed all the life operations, which 
have required increasing large amounts of capital to 
meet new regulatory requirements. the process started 
back in 2014 with the sale of its American operations. In 
2018, the process was complete, when standard Life 
Aberdeen (sLA) sold its remaining UK life operations to 
the Phoenix Group – one of the leading consolidators 
of heritage life assurance funds in Europe. sLA retains 
a strategic shareholding in Phoenix, who uses sLA’s 
brands to offer pensions, retirement and savings 
products to customers in the UK, Ireland, Germany and 
Austria. In addition, sLA still has two of the leading wealth 
management platforms in the UK – Wrap and Elevate 
– which is used by thousands of financial advisors for 
wealth and financial planning. Finally, as part of its 
journey to solidify its asset management capabilities, it 
merged with Aberdeen Asset Management. sLA is now 
the 3rd-largest independent asset management firm in 
the world, after Blackrock and Brookfield. 

After this transition, sLA effectively comprises the 
following operations:

1. sLA Investments – an independent asset 
management company, with a global presence and 
capability across all major asset classes, including 
private markets (non-listed) such as infrastructure.

2. UK retail platforms – Wrap and Elevate – which 
provide financial and wealth planning advice to retail 
customers in the UK. 

3. standard Life – pensions, retirement, savings and 
investment products, through their strategic holding 
in Phoenix Group. 

4. Minority holdings in HAsL and HDFC Life – life 
assurance operations in the fast-growing markets of 
China and India respectively, as well as a stake in 

HDFC Asset Management. 

the transition has been a complex one for shareholders. 
twice sLA has returned capital to shareholders, and 
followed that return of capital with a share consolidation 
to reduce the shares in issue. this process started in 
2015, and was repeated in October of this year, when 
shareholders received a return of capital of 34p per 
share. this was followed by a “7 for 8” consolidation. In 
other words, shareholders received 7 shares for every 
8 held, but each shareholder’s economic interest in the 
company was unchanged. 

We attended a recent conference in the UK, and met 
with the management team from sLA. the purpose of 
the meeting was to question the investment case for 
sLA, now that it has made this transition. In our opinion, 
the company has several attractions:

1. the transition away from a capital-intensive 
life assurance company to a capital-light asset 
management and investment company is complete. 
After the sale of various operations, the balance 
sheet has been strengthened, and it has provided 
the company with flexibility to reward shareholders. 
Part of this reward was the return of capital alluded 
to earlier (34p per share), followed by the share 
consolidation. the second part of this strategy is 
an ongoing share buyback program which aims to 
buy back £750 million of shares. this buyback is 
underway, evidenced by the fact that its shares in 
issue is falling daily. 

sTAndArd lIfe ABerdeen

Michael
porter

sLA sHAREs IN IssUE
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SLA is returning £750m to shareholders through an active 
share buyback programme.
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2. through their transaction with Phoenix, they have 
retained an investment in phoenix of 19.99%. this 
provides them with a stable source of future earnings 
and dividends, as well as a pipeline of potential 
assets for their asset management operations. 

3. their Indian operations (HDFC Life and HDFC 
Asset management) have a combined value of £4.5 
billion. Both are listed in India. Management have 
commented that it is not necessary or strategic for 
them to hold passive stakes in these companies. 
They can derive benefit from cooperation and 
product sharing. Hence, they will look to sell down 
these investments, now that the lock-up period is 
coming to an end. that being said, they are in no 
hurry, and are looking to extract as much value as 
possible. Any proceeds received from a sale would 
be applied to further share buybacks. 

4. Management have an absolute commitment to 
maintaining their impressive dividend track record. 
Over the past thirteen years, the dividend has grown 
at a compound rate of 5.8%, which is impressive 
relative to both its peer group and UK inflation of 
2.7% p.a

5. The benefits of the merger with Aberdeen has 
not yet fully materialized. Investment teams have 
been merged and rationalized, but there is still 
much work to do in the middle and back office to 
harness efficiencies. A reduction on the cost ratio 
will feed straight through to improving profitability. 
Management alluded to this in our meeting when 
they commented that their internal targets are well 
above those that they have communicated to the 
market. 

Unfortunately, and as is always the case, it is not all 
smooth sailing. the company does face a number of 
near-term challenges, including:

1. the rise in popularity of passive investing. this has 
been a challenge for the entire industry, especially 
over the past seven years, where markets have 
been reasonably benign and predictable. In such 
an environment, it is easy to argue for passive 
investing. But that argument becomes harder to 
make when markets turn more volatile. Active 
managers tend to outperform as they can use their 
discretion to avoid potential black holes. Another 
strategy to fight back against passive investing is to 
expand their investment reach into private markets 
– markets where instruments are not listed, and 
therefore cannot be tracked easily. Examples include 
infrastructure, private credit, direct lending, venture 
capital and others. 

2. The rise of passive investing is reflected in the net 
flows of the business. Like most asset managers, 
SLA has experienced net outflows over the past 
5 years. Outflows weigh on costs and profitability. 
The rate of outflows is slowing thanks to a strong 
retail platform, and the introduction of new products. 
Further evidence of this success will be a key catalyst 
for sentiment to improve. 

3. the business suffered a further blow in January 
when Lloyds Bank – owner of the scottish Widows 
Franchise – announced that they would be 
terminating its investment mandate, after decades 
of partnership. Whilst scottish Widows was a 
low-margin portfolio of assets, it has weighed on 
sentiment towards the share. 

4. Brexit continues to weigh on all sectors of the UK, 
not just financial services. Uncertainty is extremely 
elevated, especially as the prime minister tries to 
force a deal through the UK parliament. Management 
have confirmed that they are ready for a “No-deal”. 
they do not anticipate any direct consequences, 
apart from the broader economic consequences for 
the country as a whole. 
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SLA has a commitment to a progressive dividend policy. 
Shareholders have been rewarded with growth of 5.8% p.a 
in dividends, excluding the special dividends and return of 
capital.
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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. 

UndersTAndIng The UnIverse
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The share price has fallen in reaction to rising volatility and 
growing fears over Brexit. The reaction is overdone, given 
how the business is positioned.

sLA DIVIDEND YIELD
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Given their commitment to a progressive dividend policy, the 
yield is one of the most attractive in the UK market.

sLA’s share price has come under pressure in the past 
three months – a direct reaction to rising volatility across 
all markets, and fears that weak markets will further 
dent profits. It has been exacerbated by the uncertainty 
created over Brexit. In our opinion, this reaction is 
overdone. the share price has sold off by almost 40%, 
yet markets are down only a fraction of that. the weak 

share price plays into their hands, and the buyback 
will be accelerated, adding further value for remaining 
shareholders. It is our opinion that the current price offers 
investors an excellent entry point into a strategically 
well-placed company.
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Name Country Sector Description

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.

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

GsK has recently sold their Asian consumer drinks business (including 
brands such as Horlicks) to Unilver. It is reinvesting the proceeds (and more) 
into new cancer therapies, through the acquisition of tesaro. this is an 
about-turn for the company, which actually sold all its oncology treatments 
about 5 years ago. 

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.
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Name Country Sector Description

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.

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.
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Name Country Sector Description

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.

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.
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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 SLA has transformed itself from a typical life assurer to a capital-efficent 
asset manager operating in multiple geographies. the merger with Aberdeen 
has cemented it as one of the largest independent asset managers in the 
world, with a wide capability across multiple asset classes. 

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.

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:

it’s Supposed to inspire, but most employees
see it as permission to take a nap.”

Follow Your 
Dreams


