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The S&P 500 Index hit a new all-time 
high on the 30th April at a level of 
2945, a 25% rally from the low point 
reached on Christmas Eve last year. 
Along with the rally, risk aversion 
has subsided, so it was inevitable 
that something would come along 
to dispel the complacency. That 
“something” was renewed hostility 

between China and the US over their trade deal – with Trump 
sabre-rattling that negotiations were taking far too long and 
imposing additional near-term tariffs, and China responding 
in kind. However, Trump also aimed his sights on Mexico and 
Europe – with both regions facing sanction for various reasons. 
The renewed trade war has reignited fears over global growth 
and a global recession – especially given ample evidence 
already that the global economy is losing momentum. Even 
in the US, momentum is waning, although slower growth 
has opened the door to a reduction in interest rates over the 
remainder of this year. We still don’t think the US I heading 
for an imminent recession, but several indicators, such as the 
Conference Board’s Leading Indicator, suggest that slower 
growth lies ahead. Hence, we think a reasonably defensive 
portfolio is warranted, although interest rate cuts could spur a 
near term rally. 

Just as the weakness experienced 
in late 2018 affected all major 
markets, so the recovery has been 
equally widespread. Q1 was a good 
period for global stock markets, 
and this endured through April and 
early May – only to fizzle out as 
risk aversion reared its ugly head 
again. Having gained 10.3% over 

the first four months of this year, the past 6 weeks have been 
far more subdued. The FTSE 100 Index has slipped by 1%, 
as uncertainty about Brexit claimed the scalp of Theresa 
May. Now the Country faces another leadership contest, the 
possibility of a general election, and still no certainty as to 
what form Brexit will ultimately take. One can understand than 
that like SA, business confidence is weak, and deteriorating. 
The second chart is a barometer of business confidence. It is 
not far from the weakest point reached straight after the Brexit 
referendum. When added to broader uncertainty stemming 
from trade wars and geo-political issues, it is hard to see 
sentiment in the UK improving soon. We retain our bias for 
defensive sectors

UK FTSE 100 IndEx

6500

6750

7000

7250

7500

7750

8000

Jan-17 Jul-17 Jan-18 Jul-18 Jan-19

LLoydS BUSInESS SEnTImEnT BaromETEr

-30

-20

-10

0

10

20

30

40

50

60

70

80

10 11 12 13 14 15 16 17 18 19

Index

LosIng sTeAm  
As BrexIT Is deLAYed

UNITED 
kINgDOM

US S&P 500

2200

2300

2400

2500

2600

2700

2800

2900

3000

Jan-17 Jul-17 Jan-18 Jul-18 Jan-19

ConFErEnCE Board LEadIng IndICaTor

0

1

2

3

4

5

6

7

8

9

10

10 11 12 13 14 15 16 17 18 19

Index, year-on-year % change

VULnerABLe To 
poLITICAL noIse

UNITED 
STaTES



3
WE UNDERSTAND YOUR NEED FOR FINANCIAL INTEGRITY | WWW.HHGROUP.CO.ZA | THE HARVARD HOUSE GROUP

Like other markets, European 
shares have stagnated over the 
past quarter, as markets come to 
terms with the results of recent 
European Parliament elections and 
the prospect of weaker global and 
regional growth. There was shift 
in power in the recent elections, 
but not sufficient, in our view, to 
materially change the outlook for the region, or the policy 
direction. Nonetheless, regional countries still have issues, 
and the core growth engine of Germany is looking weak, 
as the economy reacts to various regulatory issues and 
slower global growth. Last quarter we highlighted that weak 
growth had pushed out the timing of any normalization of 
interest rates. Such a normalization now seems off the table 
completely, and European bond markets are reflecting this. 
For only the second time in history (the first was in 2016), 
German 10-year bond yields are trading at a negative yield 
– implying that investors will get less back in 10 years than 
the capital that they would currently invest. This highlights 
extreme risk aversion, which appears overdone in the context 
of current conditions 
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The Asian region is most exposed 
to the effects of a trade war, given 
the dominance of China in the 
regional economy, and the fact that 
most countries have adopted an 
export-led growth policy. So, whilst 
the trade war can offer near term 
opportunities for smaller countries 
to snatch market share away from 
China, the long-term impact is weaker growth throughout the 
region, especially if China’s own economy slows as a result. 
Chinese sentiment is aptly reflected in Hong Kong, where the 
Hang Seng has come under pressure as anti-China rhetoric 
has increased. This has been further exacerbated by recent 
mass protests against Chinese extradition policies – which in 
turn has reduced tourism and increased concern about the 
long-term viability of HK as a financial hub. Elsewhere in Asia, 
Australia is reaching fresh highs, on that back of a surprise cut 
in interest rates and record high iron ore prices. One would 
not expect the latter, given deteriorating global growth, but 
prices are high due to supply constraints. We do not expect 
it to last. 
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Major currency markets 
are still being dictated 
to by two core themes: 
Brexit and the outlook 
for US interest rates. In 
the US, it is fascinating 
how quickly sentiment 

has changed. 6 months ago, markets were 
pricing in 2 or 3 increases in interest rates over 
the course of 2019. That has now turned to 
an expectation of one or two decreases. That 
should lead to dollar weakness. But Brexit 
remains a mess. A leadership vacuum and 
the possibility of a general election and/or a 
second referendum are conspiring to keep the 
Pound under pressure.  
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Whilst there was some 
shift in power following 
the recent European 
parliamentary elections, 
it was not as dire as 
some expected. This 
has provided a positive 

underpin to the Euro, which has rallied strongly 
in the past few weeks against both the Pound 
and the dollar. Needless to say, the rally has 
been more exaggerated against the Pound, 
due to weakness in that currency. We don’t 
expect the euro to rally much further, given 
weak growth and budget issues in some of 
the periphery countries. despite falling interest 
rates, the US dollar remains the preferred 
global currency. 

gBp Vs eUr

Concerns over 
deteriorating global 
growth normally weigh 
heavily on commodity-
exporting countries 
such as Australia and 
South Africa. After 

all, weaker growth implies less demand for 
exports. Furthermore, the rBA cut interest 
rates in June, which should further undermine 
the currency. Yet, the Aussie dollar has held 
up well against the Pound, due to record high 
iron ore prices. We do not expect this to last, 
and see commodity currencies as vulnerable 
to both the trade war and expectations of 
global growth. 
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“Veni, Vidi, VISA. I came, I saw, 
I shopped.” Whilst purists might 
cringe as Julius Caesar’s famous 
words are besmirched, Caesar’s 
original quote is just as apt a 
description for Visa, the global 
payments company. It has certainly 
conquered the global payments 
industry, and is by far the leader 
in this very consolidated market. 
The table below highlights that 
Visa is roughly twice the size of 
Mastercard, its nearest competitor.

Whilst we probably all have numerous Visa cards in 
our wallets and purses, few might understand exactly 
what the company does, and how they do it. Visa is 
positioned in the middle of the payments value chain. 
On the one hand, you have consumers (all of us) who 
have been issued with Visa cards by Issuers (local 
banks and financial institutions). On the other hand, you 
have merchants (every retail and business outlet) who 
have installed Point-Of-Sale (POS) payment solutions 
by acquirers (in SA, and most countries, the same banks 
that issue cards to consumers.) Visa sits in the middle, 
processing payments, and undertaking the settlement 
and clearing of those transactions. They develop new 
products, enhance technology, and invest in security to 
make sure their network is bulletproof and has plenty 
of redundancy. Clearly, if their network failed, and no 
one could pay (or receive payment) from their VISA 
card / POS, it would cost billions in lost opportunity. So, 
making sure the network is up and running all the time is 
a key issue. It is also why they refer to themselves as a 
technology company, and not a financial institution.

Visa earns its revenues through four different services:

1.  Services revenue is earned for services provided in 
support of client usage of Visa products. 

2. Data processing revenue is earned for authorization, 

clearing and settlement of transactions, and access 
to the network that facilitates all the electronic 
transactions.

3. International transaction revenues are earned for 
processing cross-border transactions. (For example, 
a South African using his credit card to buy goods in 
another country.)

4. Other revenues include license fees for the use of 
the Visa brand, fees for account holder services etc. 
This is the smallest component. 

revenues for the year ended September 2018 were 
$20.6 billion. What is encouraging is that whilst revenues 
do have an element of seasonality to them (for example, 

Christmas is a busier period than 
other times of the year), revenues 
are broadly very stable, and the 
composition of revenues has 
not changed much over the past 
few years. Services and data 
Processing together account 
for 70% of total revenues, with 
international transactions making 
up the bulk of the remainder. 

The scope and scale of Visa’s reach is impressive. 
It has 3.3 billion cards in issue (both credit and debit 
cards), supported by 54 million merchants worldwide 
who use its network, across 200 different countries and 
territories, who together, generate 15,000 transactions 
per second. Yet despite this seeming world domination, 
the US still accounts for 45% of total payments volumes. 
That just shows a) the importance of the US economy, 
and b) the potential for growth as emerging market 
countries continue to close the technology gap between 
themselves and the developed World. This is supported 
by the fact that growth in cards in issue continues 
unabated. Unsurprisingly, debit cards are growing at a 
faster rate than credit cards, but total growth in cards 
of over 3% is phenomenal, given their existing global 
footprint. 

Some might consider Visa to be an ex-growth company, 
given its dominance already and the fact that card 
transactions are already so prevalent in the world 
today. That is not the case. Visa estimates that cash 
and cheque transactions still account for $17 trillion 
of consumer spending worldwide, so there is plenty of 
scope for years of growth ahead. But to capture its share 
of that growth, it has to invest in a cycle of continual 
improvement to ensure that its infrastructure can cope. 

VIsA: domInATIng  
The pAYmenTs IndUsTrY

Michael
porter

global payments Competitors
Visa Mastercard American 

Express
JCB discover / 

diner’s Club

Payment Volumes ($bn) $7.8 $3.9 $1.1 $0.3 $0.2
Total Volume ($bn) $10.8 $5.2 $1.1 $0.3 $0.2
Total Transactions (Bn) 170 87 8 4 3
Cards (m) 3.3 1.8 0.1 0.1 0.1



6
WE UNDERSTAND YOUR NEED FOR FINANCIAL INTEGRITY | WWW.HHGROUP.CO.ZA | THE HARVARD HOUSE GROUP

So, its strategic goals for the next few years include:

1. Enhancing VISANet – their technology and 
processing platform. They stress test their technology 
once a year. Last year, it comfortably processed 
65,000 transactions per second, 4x the volume that 
it processes at peak times such as Christmas. This 
suggests that there is plenty of spare capacity to 
meet near term growth objectives. 

2. They are driving the adoption of new payment 
technologies. “Tap-and-go”, and Qr scanning are 
just two examples of new technologies that speed 
up payments or open the door to new pools of 
customers. Furthermore, hardly a day goes by where 
one doesn’t see an advert for some form of mobile 
money service. This is potentially a threat to the 
payments industry should transactions flow outside 
of their networks. Visa’s response is to embrace 
these changes and be part of it, rather than putting 
their heads in the sand. 

3. Growing their digital capability and their footprint 
is all part of a normal day’s work – in expanding 
into new markets, introducing new merchants, 
and developing new digital products to open new 
markets and combat fraud. This feeds into the last 
point, Trust.

4. They invest hugely into their network to make sure 
it is as safe as possible – for consumers, banks, 
and merchants. Ensuring their network is safe and 
reliable and mostly importantly, secure is a win - win 
for everyone in the system. It breeds trust, which 
further drives growth. 

In our opinion, the investment case for Visa rests on the 
following factors:

1. It is a hugely cash generative business that reaps 
the benefit of economies of scale. Consequently, 
margins are high (over 65%) and very stable. 

2. This also implies that the company has a huge cash 
pile. At its last results, Visa had cash on hand of $15 
billion. That has allowed it to adopt a progressive 
dividend policy. Visa’s dividend has grown at an 
average annual rate of 19% over the past five years, 
and yet it still has a dividend cover of 5.5x. This 
implies that there is very little risk to the near-term 
dividend.

3. Furthermore, due to its high cash holdings, Visa has 
undertaken repeated share buybacks. Since 2012, 
it has bought back almost 450 million shares. We 
see no reason why buybacks won’t continue, which 
continues to underpin the company. 

4. The payments industry is competitive, but its near 
impossible for a new rival to enter the market, 
given the investment in infrastructure that would be 
required to match the incumbents. So, the business 
is defensive despite all the innovation around mobile 
money payments. 

5. It is investing heavily in new technologies to ensure 
it remains relevant in a fast-changing, technology-
driven world. Whilst there is much hype about mobile 
money, many smartphone applications require a 
credit card in the background, which only serves to 
drive additional growth for them. 

Given their strategic focus and growth opportunities, 
Visa may seem like an automatic choice for all offshore 
portfolios. It should be, but there is always a catch. 
Quality comes at a price, and Visa is no exception. The 
share is expensive, both relative to its own history and 

VISA: GrOWTH IN CArdS IN ISSUE
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Visa is growing its card in issue by 3% per annum, led by the 
rising popularity of debit cards.
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Visa is a hugely cash generative business, and hence it has 
rewarded its shareholders with a consistent, and steadily-
growing, dividend.
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the broader US market. Visa trades at a historic p/e ratio 
of 35x, almost double that of the S&P. So, whilst Visa is 
a great company with a promising future still ahead of it, 
investors should wait for a better entry point to ensure 
that this potential translates into a great investment.

rIo TInTo: sTrong As sTeeL 
rio Tinto, the Anglo-Australian 
multinational, is the third-largest 
mining company in the world by 
revenue ($40.5 billion, behind 
Glencore at $222 billion and BHP 
at $44 billion for the 2018 year.) 
rIO has been a long-term hold for 
the majority of our offshore-focused 
growth portfolios. The current CEO, 
Jean-Sébastien Jacques, took over 
the reins in July 2016 and his timing 
could not have been better. Taking 
over the helm at the lows of the 10-

year cycle, he has enjoyed a total return on the share 
price of 148% to date. Since Jacques became CEO, 
rio has focused on cutting costs, generating cash and 
returning as much of it as possible to investors through 
dividends and share buybacks.

Rio is known as a diversified miner. However, over the 
past decade the contribution from iron ore has steadily 
increased to the current level of 69% of the portfolio. 
The balance is made up of Aluminium (14%), Copper 
(12%), Minerals (4%) and Diamonds (1%). During the 
3rd quarter of 2018, rio divested from its remaining 
Australian coal assets. The strategy of exiting coal was 
twofold: firstly, to realize value for the shareholders and 
secondly, to join the global move to a green carbon-free 
economy and away from “dirty” mining. The sale of their 
coal operations allowed rio to pay a special dividend of 

184p in March this year, in addition to the 136p interim 
dividend. That equates to a total return to shareholders 
of $13.5 billion for the 2018 financial year, placing the 
dividend yield at roughly 6%.

A disciplined approach to driving the cost of production 
lower in their flagship commodity, iron ore, has helped 
rio maintain its competitive advantage. Over a four-year 
period, rio has reduced its unit cost of production by 
35% - from $20.4 per ton in 2014 to the current $13.2 
per ton. This has allowed rio to de-gear its balance 
sheet significantly. Rio has moved from having net debt 
in 2014 of $12.5 billion to the current net cash position 
of $0.3 billion. That shows the financial strength of the 
company and the ability to return additional funds to 
shareholders. In addition, it dramatically reduces the 
risk of a commodity downturn in future, given that the 
balance sheet is so strong. 

One miner’s pain is another’s gain! The 25th January 
2019 marked the tragic events at Brazilian Iron Ore 
miner Vale’s Córrego do Feijão mine. The Brumadinho 
tailings dam suffered a catastrophic failure, releasing 
a mudflow that destroyed the mine’s offices, cafeteria 
and many houses and farms downstream, eventually 
claiming the lives of at least 237 people. The result of 
this tragedy was a major disruption in global supply of 
iron ore as Vale was forced to suspend activity at all 
of its Brazilian mines until suitable safety standards 
had been passed. This had an immediate effect on the 

Steve
Smart

Visa is not only about the card in your pocket. It is about 
making payments happen across the globe.
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Ever since its listing, Visa has traded at a higher multiple 
than the broader US market. But the gap is excessive at 
present, which suggests that investors need to be patient for 
a better entry point.
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price of iron ore, which jumped from $75 per ton to $85 
/ ton. Fast forward to today: with limited supply coming 
out of the Vale portfolio of mines, other global miners 
running at near full capacity and demand from China 
still robust, despite the global slowdown in economic 
activity, the price of iron ore is trading at 5-year highs 
of $110 / ton. This plays nicely into the hands of rio, 
who has production costs of $13 / ton and a delivery 
advantage given Australia’s close proximity to China. 
Consequently, we are expecting record profits from Rio 
for the 2019 financial year. 

The following quotes is drawn from rio’s recent annual 
report. “data is set to be our most valuable asset. Cars 
and trains will drive themselves, equipment will be 
printed, not made, and machines will accelerate human 

cognition.” In that vein, rio Tinto has successfully 
deployed the world’s first automated long-distance rail 
network, AutoHaul, in the Pilbara region of Western 
Australia. The 2.4 kilometre-long trains are monitored 
remotely from an operations centre in Perth, travelling 
1,700 kms and delivering iron ore from 16 mines to ports 
in dampier and Cape Lambert. AutoHaul has safely 
travelled over 4.5 million kilometres autonomously since 
it was first deployed last year. 

Clearly at the forefront of innovation, rio is partnering 
with the Western Australian Government in the first 
nationally recognized qualifications in automation. The 
goal is to equip locals with the necessary skills needed 
to take advantage of automation opportunities. “They 
will allow us to maintain our competitive advantage as a 
leader in automation technology in Australia and ensure 
local people have the skills for the new jobs that are 
being created through technological innovation.”

rio has rallied hard since the low point of the mining 
cycle in early 2016, but the streamlining of the portfolio 
and consequent improvement in the balance sheet mean 
that the company is far less exposed to a new downcycle 
than it was before. We are encouraged by the fact that 
Rio has used this period of super-profitability to repay all 
debt, and position their assets at the bottom of the cost 
curve. That strategy has not gone unnoticed. rio has 
been the best performing of the large UK-listed miners 
over the past decade. The company remains a core long 
term holding for offshore portfolios. But due to concerns 
over global growth and near-term risks to commodity 
prices, we expect the share price to consolidate, which 
may offer new shareholders a better entry point.
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Iron ore prices have skyrocketed this year following the Vale 
dam disaster, which caused a severe contraction in supply.
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Through automation and reinvestment, Rio has reduced the 
cost of mining iron ore. Consequently, record high iron ore 
prices are pushing profits sharply higher.
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Rio has been the best performer of the majors, thanks to a 
clear strategy and superb financial management.
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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. 

Ashtead Plc UK Industrials Based in the UK, Ashtead is a global equipment rental company servicing 
clients in the UK, the US and Canada. The US acocunts for the bulk of 
revenues, generated from the hire of equipment that ranges from small 
building tools to cranes, forklifts and specialised flooring.

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.

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.

UndersTAndIng The UnIVerse



10
WE UNDERSTAND YOUR NEED FOR FINANCIAL INTEGRITY | WWW.HHGROUP.CO.ZA | THE HARVARD HOUSE GROUP

name Country sector description

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.

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.
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name Country sector description

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.

EssilorLuxottica Italy Luxury 
goods

The merger with Essilor is now complete. The combined entity 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. 

Garrett Motion 
Inc

USA Industrials Unbundled from Honeywell last year, Garrett is a leader in automobile 
technology, including turbochargers, electric boosting, and the 
necessary software behind it all. 

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. 



12
WE UNDERSTAND YOUR NEED FOR FINANCIAL INTEGRITY | WWW.HHGROUP.CO.ZA | THE HARVARD HOUSE GROUP

name Country sector description

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.

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 
 Media

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.
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name Country sector description

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. 

noTes
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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:

SpENDINg = grOWTH
grOWTH = JOBS
JOBS = SECUrITY

SECUrITY = HappINESS

“ANd THAT’S WHY YOU NEEd TO rAISE MY ALLOWANCE!”


