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The year in review

Having rallied hard in November, investors were hoping that December would be more of the same — a
Santa Claus rally. That was not to be. Markets were volatile, but generally weaker as investors took
stock of a difficult year and pondered the outlook for 2023. Looking back, it was a wild and disparate
performance from equities around the world. Against all expectations, the JSE outperformed its peers,
hard to believe given the extended loadhsedding and other issues. In this issue, we update a few interesting

charts that put the past year into perspective.

Time heals. Its hard to believe that
December 2021 was marred by the
outbreak of Omnicron and the chaos
that it caused. This year there were
no such dramas, yet markets were
far more jittery. From a financial
perspective, 2022 can be summed
up in just one word: “inflation”.
Worldwide, inflation has risen to its
highest since the 1970s. Interest rates
have followed. Having rallied hard in
November on the prospect of a peak in
inflation and China relaxing its Covid restrictions, markets
were more subdued in December, reflecting the probability
of a tough year ahead. Whilst inflation has probably peaked,
interest rates will rise further and growth is slowing sharply
across all major regions. That has equity investors nervous.

Annual SA Equity Returns

The saying that “a picture says a thousand words”
is very apt for this chart. It shows annual equity
returns for the JSE since 1960, broken down into 14
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B 2022 was all about inflation and rising interest
rates. Those trends are not yet over.
Global equities delivered a very disparate
performance.

|
B The JSE delivered muted, but positive,

returns but only if dividends are included.

This reinforces the core of our approach that
investors focus on capital growth alone at their
peril.

This article will study a few salient charts to put the past
year into perspective, and offer a pointer of what might lie
ahead.

ANNUAL SA EQUITY RETURNS
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down into a capital return of -0.9% and a dividend return of 4.48%. This outcome is a further timely reminder of the importance
of dividends. 2022 would have recorded negative returns had it been measured on capital change alone.
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Annual Listed Property Returns

This is a similar chart to the previous one, but

focuses on the listed property sector specifically
rather than the equity market as a whole. Over

34 years of data, listed property has delivered 2 o ot ocourences

negative returns on just five occasions — the
worst two of those being in the last 5 years.
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yet the sector has recovered. After a bumper 8 B
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and the return of tourists has underpinned this
further. Whilst we do not expect fireworks from listed property this year, we think the fundamental recovery will continue,
led by positive rental reversions and a small decline in vacancies. That will underpin income distributions, which in turn

will underpin share prices.
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at odds with the headlines, the UK’s FTSE 100
Index was the best performer, and the only
major market to deliver a positive return. In
contrast, what goes up must come down! The
chart alongside shows the performance of
several major indices from the start of 2020
— just a few months before the Pandemic took
hold. It clearly shows the strong performance
of US markets, which in turn were driven by
soaring tech shares (as illustrated by the Nasdaq
Index). But 2022 saw a year of reckoning.
Tech shares came back to earth with a bump,
losing just over 30%. The broader S&P 500

Index lost 18% on a total return basis, whilst Jan-20 Jul-20 Jan-21 Jul-21 Jan-22 Jul-22
Europe and the UK delivered returns of -9.5% —US:S&P —US: Nasdag —UK —Europe —EM

and +4.7% respectively.
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The tech cycle over Covid clearly illustrates the dangers of chasing past winners. Those excess returns have all disappeared as
investors focus on sustainable earnings and dividends become more important to total returns. Furthermore, it is interesting
to note that returns from European and UK equities have been flat over the past 3 years. It might surprise investors to know
that the JSE has delivered returns of 28% over that same period (in Rands) or 5.5% when measured in US Dollars. That is
worse than the US, but significantly better than many other emerging markets.
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Topic: To be confirmed

Natal Midlands

Date: TBC

Venue: Oasis Conference Centre,

Our seminar schedule for 2023 will be published in the ) i
72 Main Road, Howick

next few weeks. Watch this space.

Morning Time: 10am for 10.30am

Evening Time: 5.30pm for 6pm

Johannesburg
Date: TBC
. Venue: Rosebank Union Church, Cnr
n — William Nichol and St Andrews
u H dH ) YouTub Road, Hurlingham
Afvard HOoUse s On TOUTUDE Time: 7am for 7.30am

CONTACT DETAILS: HARVARD HOUSE GROUP
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For more information on the range of products and services =
offered by Harvard House Investment Management and its B
associated companies (including Harvard House, Chartered
Accountants), or for any financial advice, please contact the
Company at: @
W

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, Harvard House Insurance Brokers 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.

The Harvard House unit trusts are registered under the Boutique Collective Investments. Custodian: Standard Executors & Trustees: Tel (021)
007-1500. Collective Investments are generally medium to long term investments. The value of participating interests may go down as well as
up and past performance is not necessarily a guide to the future. Collective Investments are traded at ruling prices and can engage in script
lending. Forward pricing is used. Commission and incentives may be paid and if so, are included in the overall cost. This fund may be closed
to new investors. Collective Investment prices are calculated on a Net Asset Value basis and auditor’s fees, bank charges, trustee and RSC
levies are levied against the portfolio. The portfolio manager may borrow up to 10% of portfolio NAV to bridge insufficient liquidity. Boutique
Collective Investments (RF) Pty Ltd (“BCI”) retains full legal responsibility for the third party named portfolio. Boutique Collective Investments
is a member of ASISA and is an authorised Financial Services Provider. Should you have any further queries or complaints regarding the suite
of units trusts offered by The Harvard House Group please contact: Boutique Collective Investments Call Centre, Tel: (021) 007-1500, Email:
clientservices@bcis.co.za. For your information, the FAIS ombudsman provides an independent and objective advisory service. Should you not
be satisfied with the outcome of a complaint handled by Boutique Collective Investments, please write to, The Ombudsman, PO Box 74571,
Lynnwoodridge, 0040. Telephone (012) 470 9080/99. Fax (012) 348 3447. Email: info@faisombud.co.za

Performance figures quoted for the portfolio is from Morningstar, as at the date of this document for a lump sum investment, using NAV-NAV
with income reinvested and do not take any upfront manager’s charge into account. Income distributions are declared on the ex-dividend date.
Actual investment performance will differ based on the initial fees charge applicable, the actual investment date, the date of reinvestment
and dividend withholding tax. Performance fees do not apply to any funds managed by Harvard House. The manager does not provide any
guarantee either with respect to the capital or return of the portfolio. A schedule of fees, charges, and maximum commissions are available
on request from the manager.

Harvard House Investment Management (Pty) Ltd*, Licence no: 675 Harvard House Insurance Brokers*, License no. 44138

Harvard House Financial Services Trust*, Licence no: 7758 * Authorised financial service providers in terms of FAIS (2002)

Harvard House Investment Management (Pty) Ltd*, Licence no: 675 Harvard House Insurance Brokers*, License no. 44138

Harvard House Financial Services Trust*, Licence no: 7758 * Authorised financial service providers in terms of FAIS (2002)



https://www.facebook.com/HarvardHouseSouthAfrica
https://www.youtube.com/channel/UCMmM_c5RjK5P-IdRN3JOh7A
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