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Reiterating the case for Offshore Investments

Are you superstitious? Apart from the planetary alignment that took place at the end of February, the
yvear 2025 has got mathematicians all excited. 2025 is a perfect square (45 x 45) and it is also the sum
of the cubes of numbers one through to nine. The stars are aligning — literally and figuratively — which
might be behind the latest ETF to list overseas — The Tuttle Capital UFO Al-Powered ETF. Seriously!
This ETF aims to use Al to trawl through hordes of documents and invest in companies benefitting from
alien technology. If that doesn't hint at the peak of a stock market cycle, nothing will. This week, we
presented our Insight seminar focused on offshore investments. We summarise that presentation below.

After that brief sojourn into space,
maybe it is time to come back down
to earth. The nub of the issue is that
uncertainty over both economic
policy and trade policy has risen
enormously in recent months. That
is not surprising given the slew
of tariffs — and the daily changes
thereto — announced by the Trump
Administration. After years of
predictable and stable policy, which
has been the bedrock of the global
economy, uncertainty is rising — and it appears there is
more to come. This uncertainty coincides with a period
of US exceptionalism — stocks markets in the US have
outperformed their global peers by a factor of three since
2014.

Until the last few days, markets have taken the rise in
uncertainty in their stride, hardly blinking. The VIX Index
(a measure of the cost of protecting against falling markets)
has been remarkably stable, although it has risen in the last
few days. The recent wobble was triggered by an interview
that Mr Trump gave to Fox News. Markets have always
assumed that President Trump places a lot of weight on the
direction of the stock market, seeing the S&P 500 index as
a barometer of confidence in his administration and of the
success of his policies. However, in his recent interview,
the President suggested that the economy was in a period
of transition — and that there would be short term pain for
longer term gain. This caused markets to swoon as they
digested the growing possibility of a slowdown in growth,
even a recession. Indeed, JP Morgan (who we believe has
one of the best economic modelling teams globally) has
raised their probability of a US recession this year to 40%
(from 30% previously.)

SPEED READ
Uncertainty over both economic policy and
trade policy has risen sharply over the past two
months.
Until recently, markets have taken this in their
stride. But comments from President Trump
that the economy is “in a period of transition”
has spooked markets and raised the spectre of
a near term recession.
The US economy is at an inflection point. The
path ahead is not clear. A near term slowdown
looks likely due to heightened uncertainty,
but the US could grow strongly in 2026 as the
benefit of tax cuts and investment kick in.
Investors should remember that it is not all
about the US. European and Chinese tech
shares have outperformed their US peers over
the past fifteen months.
We recommend that investors have diversified,
balanced portfolios that capture multiple
themes to mitigate against unpredictable
developments.

That said, it is not clear which path the US economy will
follow for the remainder of the year and into 2026. Tariffs
have been threatened, implemented, reversed, and changed.
Some have stuck — such as the 20% tariffs on all Chinese
goods. Targeted countries are also fighting back — Canada
is particular, but China has also responded with targeted
tariffs. The near-term impact is rising uncertainty for US
businesses and consumers — they don’t know where they
stand from one day to the next. We know all too well in
SA the price of uncertainty. It results in a “wait-and-see”
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attitude and delayed decisions, which undermine growth.
High frequency indicators suggest that the economy is
slowing already in response to the uncertainty. But looking
further out, the cuts to government spending, the possibility
of tax cuts, and the investment boom following reshoring
initiatives could set the US economy up for strong growth
in 9 months’ time. The jury is still out — and its impossible
to call. We will have to assess the data as it unfolds.

There are a few additional points worth noting:

1. President Trump would like a weaker Dollar and indeed
the currency has weakened in recent weeks. That would
be good for US companies, good for commodity prices,
and potentially also good for SA.

2. FEurope has been mired in a low growth trap for
years, but a new urgency over defence spending, the
possibility of a resolution to the Ukraine War, and
political change in Germany suggest an acceleration
in growth. European shares have delivered the same
returns as US shares over the past fifteen months — very
much against conventional thinking.

3. China has changed its approach to its tech industry. It
has realized it needs its tech giants to compete with
the US, especially in Al. The Chinese tech sector has
outperformed the Magnificent Seven over the past
fifteen months — again, against conventional wisdom.

We must accept that there is a new sheriff in town, and that
global policy will look quite different in the future to what
it has been in the past. This is a fundamental change in the
way the world has operated, and it will create volatility.
However, we must also acknowledge that Trump is also
pushing for a smaller, more efficient government. Musk
has been tasked with cutting costs and unnecessary waste.
Already other countries are talking about doing the same.
If they succeed, Trump would certainly be remembered and
thanked for that!

Given all the noise and constant change, how do we position
portfolios? In a nutshell, it is through having a balanced,
diversified portfolio that is not overly reliant on one sector
or industry. How often have you heard commentators say
over the past few years that it is all about the US. If you
do not have all your money in America, you're stupid!
Likewise for exposure to the Magnificent Seven. As I
alluded to earlier, European shares and Chinese tech shares
have outperformed their US peers in recent months. In the
past, we have presented our diagram which highlights our
global themes. This is updated constantly. Our five themes
are currently:

1. Cash flow champions — globally dominant companies
with strong balance sheets, strong cash flows and strong
dividends. Share prices might be volatile, but these
companies continue to deliver the goods. Examples

would be Visa, Imperial Brands, Coca-Cola, to name
a few.

2. Healthcare and wellness. This is a long-term trend of
people becoming more healthy, focusing on diet, weight
loss and exercise. Large pharmaceutical companies like
Novo Nordisk and Eli Lilly are ideally positioned as
are apparel brands like Nike and Adidas.

3. Infrastructure and energy. We dug a little deeper in the
presentation into this theme, highlighting the amount
of copper it requires to meet the demands of Al and the
green transition. For us, Al is not just about Nvidia, but
also the underlying infrastructure, such as power lines,
and grids. Most countries are guilty of underinvesting
in their infrastructure — it is estimated that $600 billion
is required annually to upgrade the world’s electricity
infrastructure to cope with expected demand. This
provides opportunities in “old industry” companies that
typically trade on far cheaper valuations than the tech
giants.

4. Arecovery in China. Having had a few false starts since
Covid, we believe that the tide is turning more positive
in China. Stimulating domestic demand is the number
one priority for the Chinese government this year, but
higher stock markets and a boom in tech will further
support consumer confidence.

5. Finally, we continue to have Al and Big Data as a
theme. In the presentation, we highlight the growing
complexity of manufacturing ever smaller chips and the
number of companies that have mastered the technology.
Furthermore, ASML is the only company in the world
that supplies the equipment to manufacture EUV chips
(chips smaller than 15 nanometers that require extreme
ultraviolet.) As they sell more machines, and the base
grows bigger, so does the proportion of service revenue,
in turn reducing their reliance on lumpy machine sales.

Finally, how will SA be impacted? We must acknowledge
that risk has increased in recent months of weaker growth
relative to our expectations late last year. SA is a small
cog in a global wheel. On the one hand, we see positive
tailwinds for SA from a weaker dollar and weaker oil prices,
which would be beneficial for local inflation and interest
rates. That would support our reform-driven recovery and
accelerate growth. On the other hand, we are concerned that
our government is provoking the US unnecessarily — by for
example having the Iranian ambassador to tea. We could
lose trade benefits which might weaken the Rand and undo
the benefits mentioned above. It is too early to tell. But a
portfolio of dominant local champions and Rand-hedge
shares should weather any scenario.

For more insight and the detailed slides, please visit our
YouTube Channel where you can watch a recording.
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Topic: Mid-Year Update

Natal Midlands

Date: 12th of June 2025
Our next Insight seminar will be held in June. As usual, we Venue: Christ Cth(?h Howick, 23 Mare
will take stock of how our economy and markets are faring Street, Howick
six months into the year.” Morning Time: 10am for 10.30am

Evening Time: 5.30pm for 6pm

Johannesburg
Date: 3rd of June 2025
Venue: Rosebank Union Church, Cnr
Winne Mandela Drive and St
n Harvard House is on Facebook Andrews Road, Hurlingham
Time: 7am for 7.30am
u Harvard House is on YouTube
Cape Town
Date: 5th of June 2025
CO NTACT DETAI LS' Venue: SSISA Conference Centre, Bound-
For more information on the range of products and services g% Fljlcc))acl)cri’ Newlands, Classroom 1,
offered by Harvard House Investment Management and its -
associated companies (including Harvard House, Chartered Time: 7.30am
Accountants), or for any financial advice, please contact Venue: ABRU Motor Studio, Lourensford
the Company at: Wine Estate, Somerset West
Time: 5.30pm for 6pm
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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)




