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November in perspective 9 global markets gain to 15.3%. The MSCI Emerging Market index
After the strong markets experienced during lost 4.1% and has now lost 6.1% so far this year.
October, it was unsurprising to see them take a The Russian equity market lost 10.7% - its fortunes
breather during November. There are so many are closely tied to the o il price & while the Indian
variables influencing global markets at the market lost 3.8%. The Chinese market rose 0.5%
moment one could choose any number of them but Hong Kong continued to decline sharply,

to describe why markets moved as they did. losing 7.5% on the month, bringing its year -to-
Markets were holding up rather well under the date decline to 13.8%. Investors continue to flee
circumstances until news of, and concern about, the region on the back of the aggressive
the Omicron variant of the Covid  -19 virus rattled regulatory action on the part of the Chinese
markets late in the month, causing them to end authorities. The UK and German equity markets
the month lower. lost 2.5% and 3.8% respectively, while the US

market lost only 0.7%. The latter is still 23.1% higher

than it was at the beginning of this year. The Swiss

equity ma rket rose 0.4% and the tech -heavy

NASDAQ market 0.3%, bringing their respective

year -to-date gains to 13.6% and 20.6%. The

Bloomberg Global Aggregate Bond index
declined 0. 3%, showing that l
provide any protection against the equity marke t

declines.

Chart 1: Global returns to 30 Nov 2021
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As is frequently the case during times of investor
nervousness the dollar strengthened, rising 2.0%
against a trade -weighted basket of currencies
during the month. That caused commaodity
markets to end the month lower; they were also
weighed down by ¢ oncerns that a new variant
induced slowdown might reduce demand for
commodities. Within the commodity complex,
the oil price was a major casualty, falling 19.7%
on the month. The oil price has nevertheless still
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What 6s on our radar screen
Here is a summary of the things we have been

keeping an eye on:

|

risen 42.0% during the past year. 1 The SA economy: The SAeconomy shrank
by anun -annualized rate of 1.5%during the

Within the equity market complex, the MSCI three months to September  (Q3), following

World index lost 2.3%, trimming its year -to-date a downwardly revised 1.1% expansion in

“To achieve great things, two things are needed; a plan, and not quite enough time.”
- Leonard Bernstein
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the previous period (Q2) dreferto Chart 2.
This was the first contraction after four
consecutive quarters of growth, reflecting

the twin impact of social unrest during July
and tighter lockdown restricti  ons to curb a
third wave of Covid -19 infections.

Chart 2: SA economic growth (%)
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Six out of ten industries recorded a decline

in Q3production , with agriculture ( -13.6% vs
6.2% in Q2), and the trade ( -5.5% vs 2.2%)
and manufacturing (  -4.2% vs -1%) sectors
the hardest hit. Year -on-year, the economy
advanced by 2.9%, slowing from a revised
record 19.1% annual growth to the end of
June. UBS forecast an annual 2021growth
rate of 4.8%, and 3.2% and 2.4% for 2022
and 2023 respectively.

Chart 3: SA Q3 production contribution
Quarter -on-quarter (%)
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SA retail sales rose 1.8% during the year to
November, a reduction from the 2.1%
annual rate in October. South Africa &
unemployment rate rose to 34.9% during
Q3, up from 34.4% during Q2. If one
includes people who have given up
looking for work, arguably a more realistic
definition of unemployment, the rate rose
from 44.4% in Q2 to 46.6%. Youth unemploy -
ment i.e. job seekers who are between 15
and 24 years old, rose to the astonishing
record rate of 66.5%. As we head into the
Silly Season, there are officially now  12.5m
unemployed people in South Africa
(although the real rate is probably a lot
higher than this ). To place this in

perspective, consider that  there are only

14.2m people employed in this country.

A . OF

\:‘STI Jl .

The annual headline inflation rate rose to
55% in November, up from 5.0% in
October, the highest rate since March 2017
and the 7 t* consecutive month it registered
above t he SA Reser v)e
inflation target midpoint. Key drivers of
higher prices (not that we need reminding)
were price rises in transport, fuel (the
annual increase in the fuel price is now
34.5%, off an already high base), food and
non -alcoholic beverages, house and

“To achieve great things, two things are needed; a plan, and not quite enough time.”

- Leonard Bernstein
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utilities, and electricity. The annual core labour market generated 210 000 new jobs
inflation rate rose to 3.3% from 3.2% in in November, far less than the 550 000
October. Given further fuel hikes already in expected. The unemployment rate though
the wings, inflation is likely to continue to declined to 4.2% . US average hourly
increase in the coming months, possible earnings have now risen by 4.8%, a critical
exceeding 6.0% during the first quarter of consideration in the outlook for US inflation.
2022. Not unrelated, the SARB increased Speaking of which, headline inflation rose
interest rates by 0.25% to 3.75%, although to 6.8% in November, the fastest increase in
quite frankly there are few economists or prices for the past 40 years. The October
commentators out there who believe this rate was 6.2%. The core inflation rate was
will achieve anything other than hurt the 4.9%, from 4.6% in October.

economy further. That said, they are being 1 Developed economies : The European
true to thei r mandate and their credibility Central Bank (ECB ) confirmed that it will
remains intact and impeccable (unlike reduce its monetary support in March 2022,
Turkeyds, for exampl e, a sand ysignalled vamn Indreases ia és inflation
shortly). A number of further rate hikes are expectations. The region has been hard hit
likely in 2022. by dramatically higher energy prices. Its

inflation forecast has been revised higher
to 3.2% for 2022, but the ECB projects it to
decline to 1.8% again in 2023 and 2024.
Clearly, on that basis interest rates in the
Eurozone are likely to remain at current
levels until late 2023. The Bank of England
(BOE) increased its interest rate by 0.15% to
0.25%. A surge in inflation to a 10 -year high
of 5.1% (energy price increases were a
factor here, too) and strong growth in the
labour market laid the foundation for the
rate  increase. Aust r alecoadnyg
contracted less than expected during Q3;
the major reason b ehind the slowdown
being the renewed  mobility and restrictions

1 US economy: The US labour market
delivered a surprising result in December,

highlighting once again how,fdufhqutsot Shttcted at a

there is in some of the data releases these
days. Low bases, problems experienced in
the collection of the data and lockdown

measures are undermining the integrity of

quarterly rate of 1.9%, bring the annual
economic growth rate to 3.9%, from 9.6% in
Q2. The Central Bank of Norway increased
their interest rate for the s econd time in
the data at a time when we really need it three months, by 0.25% to 0.50%, and
most. It is worth bearing this in mind when signalled three further rate hikes in 2022. It is
considering all data but in particular worried by the strong wage increases

outlying data points, or \ohRfIfeddih® highe! iRARDH.

make too much sense initially . The US

“To achieve great things, two things are needed; a plan, and not quite enough time.”
- Leonard Bernstein
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THE STATE OF S.A DEMOCRACY Q2 to a growth rate of 6.6% in Q3 as private
B v Ty consumption and investment picked up
70% DIDN’T following the re -opening of their economy.
The Sri Lankan economy shrank by 1.5% on
an annual basis in Q3, being hard hit by its

s third Covid wave and related restrictions.

f Inflation reached a 12 -year high of 9.9%,

A

’o 38,6 million eligible voters, P77/

30% VOTED

: driven in part by a 17.5% increase in food
.§ prices. The country is experiencing a

% foreign exchange (fore x) crisis; its forex
A . = E reserves declined by $683m to only $1.6bn
Mﬂﬂ GO FIGURE W= _ .
in November, the equivalent of only one
1 Emerging economies: The Mexican central month of import cover.
bank continued on their hiking path, raising
interest rates by 0.5% to 5.5%. Annual Turning to China, t he Peopl ebs B
headline and core inflation remain China cut its reserve ratio requirement for
elevated, at 7.4% and 5.7% respectively. In banks by 0.5%, an indication that it is aware
Brazil, the central bank continued to raise of slowing growth in that economy. Its well-
their (Selic) interest rate, this time by 1.5% to publicized property sector woes have not
9.25%; it has now raised rates by 5.75% since contributed to the well -being in the
March. Inflation there is rising too, having economy ;t he authoritiesd tone
reach an annual rate of 10.7% in be more supportive of late as it started to
November . In keeping with other central appreciate  the magnitude of the crisis.
banks in Latin America, the  Chilean central November 6s economic dat a
bank raised their policy rate, too, by 1.25% the slowdown: fixed asset investment
to 4.0%, on the back of rising inflation . The improved from an annual decline of 2.4%
annual rate of headline inflation was 6.7% in October to a decline of 2.2%, but it
in November, which compares remains negative . Annual retails sales
unfavourably with the official inflation slowed from 4.9% to 3.9%. Industrial
target of 3.0% with a 1% range either side. product ion improved slightly, lifting its
annual rate of growth from 3.5% to 3.8%
Movin g to Europe, the Hungarian central partly as a result in the easing of energy
bank raised its policy rate by 0.3% to 2.4%, supply constraints .
the high annual inflation rate of 7.4% in
November being part of their motivation Similar to last month, | have saved the
for tighter monetary policy. Obesté for | ast. Yes, we r
that is playing out in real time in Turkey. If
The Indian economy grew at an annual you thought October and November were
rate of 8.4% in Q3, down from 20.1% in Q2. dramatic on Turkeyos fina
On a quarterly basis the economy and their currency markets in particular,
rebounded from a  contraction of 8.0% in Oyou aindt seen nothing ye

“To achieve great things, two things are needed; a plan, and not quite enough time.”
- Leonard Bernstein
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the data: November headline inflation now
stands at 21.3%, up from 19.9 % the month
before, the pressure coming from higher
energy prices and the
collapse, which we have documented for

a few months now. November ds
core inflation rate is now 17.6%, while its
producer price inflation rate is  an astonish -
ing 54.6%! Turkey also has a deep forex crisis

0 the latest estimate of its forex reserves
stands ata negative $5.1bn & which should
hardly come as a surprise when you think of

all the money they have thrown at markets

in support the collapsing ¢ urrency.
At its December 17
centr al
rates by 1.0% to 14.0%, exactly the opposite

of what any credible central bank would
have done. President Erdogan continues to
meddl e in the central
decisions; the effects have been
devastating.

Although the equity market has tended to

be supported by the weaker lira, on the
day that rates were reduced by 1.0%, the
BIST100 index declined by the maximum
allowed before a circuit breaker stopped
trade. When trad ing resumed, the market
promptly collapsed by a similar amount,
resulting in the circuit breaker being
imposed for a second time within a matter

of hours. Needless to say, the lira went into
freefall, reaching a low point ~ of 18.40 to the
dollar, a collapse 0 at least at that rate - of
59.6% so far for the year and 51.7% in the
past three months along. Chart 4 provides
the movements of the lira in recent months.
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Chart 4: Turkish US dollar exchange rat
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But t he fstopthalei dlat dnetogo
down easily, Erdogan then tabled a raft of
support measures for the economy  and the
currency , which included a new savings
scheme to encourage people to switch
their savings away from the US dollar and
gold , and into the lira. Att he same time the
central bank continued its massive forex
market intervention , resulting in a dramatic
appreciation in the lira (shown as a decline

on the Chart 4) albeit in thin trade. The
volatility in the lira was the most that has
ever been re corded in history. At the time
of writing, the lira was quoted at 10.6 to the
dollar, at which rate it is still 29.9% lower for
the year -to-date , albeit 25.3% up on the
month . So, the fun and games in Turkey
continues & we will surely write in future
years about the devastating cost to the
local economy and citizens caused by the
demented illusions of a  megalomaniac
president.

wa

Quotes of the month

Why do we hold VAT in our portfolios?

We have long held the VAT Group in our global
portfolios. In a recent interview, CEO Michael
Allison had the following to say. 0One thing is
certain in the semiconductor market: the use of
silicon chips will more than double in the next five

“To achieve great things, two things are needed; a plan, and not quite enough time.”

- Leonard Bernstein
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to eight years. About 14 % of the cost of a
Volkswagen Golf comes from  silicon chips. For a
high -end car that can drive semi  -autonomously,
this figure is 20%. When fully autonomous cars are
on the market in five to ten years' time, 30  %of the
cost will come f rom silicon chips. This requires a
massive infrastructure of servers and sensors. And
this development takes place in every
industry. Investors want companies in their
portfolios that are market leaders, have strong
technologies, are in the right place and have the
right mix of customers. The VAT Group meets this
profile completely 6.

Chart 5: The VAT share price history (CHF)

Source: FT.com

Charts of the month
A chart for the anti
One of the most shocking aspects of the past two
years, at least for me, ha s been the number of
people who refused to be vaccinated; here | am
excluding those who for medical reasons have
been advised not to get vaccinated. Perhaps it

is the unpleasant ha ngover of the Trump era, or
the general but increasing distrust of any
governing authority (which | get 100%), but
whatever the cause | have been

-vVaxxers

amazed to see
the skepticism displayed towards science and

the general progress mankind has made during

the p ast 5 or 6 centuries (I accept that the latter
comment can be regarded as a contested one).
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Rather than spout forth and share my view on the
anti -vaxxers here, | share the chart below, which
is selfexplanatory.

Chart 6: Global Vaccine gap

Vaccine doses administered per 100 people by income
group
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Dondét buy
From Deut sche

bonds as a Xmas pr e
Bank¢owe had tms Rei d
prescient piece of advice just ahead of the

Christmas break: o0( lthdlést saw t
sustained serious period of phenomenally
negative real returns in global government

bonds. Chart 7 shows that for a selection of major
government bond markets, the total real returns
over the 35 years to 1980 were between -40% to
-90% for the vast majority. So massive financial
repression and awful real returns.

ol candt help thinkstaggeda e i n
repeat of this period given the huge global debt

pile. If defaults are not an option to de -lever the

financial system, a long period of financial

repression and negative real returns are likely in

order.
0So donodtevelopeg Market governm ent
bonds as a present to your loved ones this Xmas

if youwant long -term returns that keep pace with
inflation. 6

“To achieve great things, two things are needed; a plan, and not quite enough time.”
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Chart 7: Real government bond returns 1946 - 1980
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Source: Deutsche Bank

For the record

Table 1 liststhe latest returns of the mutual and
retirement funds under M
include income and are presented after fees

have been charged. Fund Summaries for each
respective fund listed in the table, as well as all

Orchestrating Your Wealth

Table 2: The Maestro Equity Prescient Fund

Morningstar (ASISA) South Africa Equity General - November 2021

3mths 6 mths lyear 3years 5 years 10 year:
Maestro Equity Prescient Fund 5.5% 8.9% 22.6% 11.4% 4.0% 7.6%
Maestro Equity Fund benchmark 7.5% 6.7% 24.2% 14.3% 10.0%  12.6%
SA Peer Group Average 3.4% 5.5% 26.9% 11.4% 7.2% 9.4%
Maestro position within Group 28 31 120 72 99 52
Number of participants 167 167 161 142 116 64

Quartile

1st

1st

3rd

3rd

4th

4th

Table 3: The Maestro Growth Fund

Morningstar (ASISA) South Africa Multi-Asset High Equity - November 2021

3mths 6mths 1lyear 3years 5years 10 year
Maestro Growth Fund 2.9% 5.4% 8.9% 9.6% 6.3% 8.2%
Maestro Growth Fund benchmark 4.4% 6.2% 20.5% 13.5% 10.3%  10.7%
SA Peer Group Average 3.3% 6.7% 19.5% 10.5% 7.5% 8.9%
Maestro position within Group 131 164 197 126 124 46

Number of participants
Quartile

205
3rd

205
4th

151
4th

Table 4: The Maestro Balanced Fund

Morningstar (ASISA) South Africa Multi-Asset Medium Equity - November 2021

3mths 6 mths lyear 3years 5years 10 yearg
Maestro Balanced Fund 2.9% 5.3% 8.6% 7.9% 57% 7.7%
Maestro Balanced Fund benchmark 3.9% 5.7% 17.9% 12.5% 9.9% 10.2%
SA Peer Group Average 3.0% 6.4% 16.3% 9.6% 7.2% 8.4%
Maestro position within Group 51 80 94 78 67 28
Number of participants 97 97 96 86 73 38

Quartile

3rd

4th

4th

4th

4th

4th

the historic returns, are available on our website .
Tablel:Ther et urns of funds i Tableva Maestno Gl6bal BalamaedFund
= Morningstar (ASISA) Global Multi-Asset Flexible - November 2021
Period Month Year to Year 3mths 6mths 1Year 3Years 5 Years 10 years
Maestro Global Balanced Fund 4.3% 7.1% -0.4% 13.9% N/A* N/A*
ended date Global Balanced Fund benchmark 0.0%  188%  151%  16.2%  11.8%  13.9%
Maestro EqUIty Prescient SA Peer Group Average 7.9% 16.1% 14.8% 14.6% 11.2% 13.2%
Fund Nov 3.0% 19.0% 22.6% Maestro position within Group 44 43 39 19 N/A N/A
Number of participants 46 45 41 30 22 12
JSE All Share Index Nov 4.5% 23.3% 28.5% Quartile 4th 4th 4th 3rd N/A N/A
Morningstar sector ave Nov  1.2% 21.9% 26.9%
Maestro Growth Fund Nov  1.7% 8.4% 8.9% .
Fund Benchmark Nov  32%  171%  20.5% Obituary : Desmond Tutu 1931 6 2021
Morningstar sector ave Nov 1.3%  16.6% 19.5% There is something profound, not to talk of sad,
Maestro Balanced Fund Nov 16%  80%  87% about listing obituaries in two consecutive months,
Fund Benchmark Nov 2.8% 15.0% 17.9% .
, ’ ’ 0 both on South African leaders, both Nobel Peace
Morningstar sector ave Nov  1.5% 14.1% 16.3% 5
Maestro Global laureates (referto | ast mont h & sfortheat er me
Balanced Fund Nov 23%  15%  -0.4% obituary of FW de Klerk).
Benchmark Nov  3.8% 16.8% 15.1%
Sector average * Nov 3.4% 16.5% 14.8% . . .
g 2 2 2 Itis with great sadness th at we learnt of the passing

* Morningstar Global Multi Asset Flexible Category

Notwithstanding the returns listed

in Table 1, our

of 0The Archo as he was ef
Archbishop Emeritus Desmond Tutu. The more one

looks at this humble man, the more one becomes

longer -term returns for our investment solutions
are listed in the table below . All returns are for
periods to 30 November , and are taken from
Morni ngstar s monthly

aware of what a giant he really was, in every
measure other than stature. | am sure the com ing

wni davg il be fullgqf mpng. tribujes, spdpegsg

are shown on a net basis i.e. after all fees have

been dedu cted.

reflection and appreciation f
Africadé, arguably on a par wi

“To achieve great things, two things are needed; a plan, and not quite enough time.”

- Leonard Bernstein


http://maestroinvestment.co.za/funds
http://maestroinvestment.co.za/OS/publications/intermezzo/Investment%20Letter%20-%20Nov%2021.pdf

INTERMEZZO

INVESTMENT LETTER

terms of his stature, the esteem with which he was
held around the world, and the profound impact

he had on the lives of so many South Africans,
across the cultural barrier. What a loss to humanity,
but what a legacy he left for the country, for the
wor |l d. Here foll ows the
this great man.

on 26 December,

Desmond Tutu, who died
90, brought a searing moral authority to South

aged

Africads traumati c
democracy. Throughout that tumultuous process
and beyond, the devout Anglican was revered as
a beacon of honesty, conviction, inclusiveness
and sheer human decency.

Tutu was thrust on to the political stage in the
turbulent last decade or so of white rule because

of the enforced absence of other black leaders.
Nelson Mandela and his African National
Congress colleagues were in jail or in exi le in the
1980s, when it was dawning on the white minority
government that change would have to come,

by whatever means.

His activism was as spirited as it was principled.
And his oratory 8 a mix of humour, humanity and
indignation & was as moving and ef fective at a
political funeral in a football stadium as in the
cathedral pulpit.

Orchestrating Your Wealth \_/é

I n 1984, Tutuds mor al |l eader s
condemnation of violence by any party earned
him South Africads second
the ANC leader Albert Luth uli in 1960. Two years
later he was made archbhishop of Cape Town, a

Nob

F i parehnhe usad to ihtensify &is oppositiom to tthe t o

government of the hardline PW Botha.

In 1994 it was Tutu who coined the phrase
ORainbow Nationd, which
help bring the divided country together. But the
0Archo, as he
establishing his independent credentials in the
new democratic order, chiding the ANC in its early

years in power over its sometimes profligate ways.

Ma n d e

was known, al ¢

By 1999, when Mandela st epped down after a

five-year term, Tutu had gained even broader

moral authority, having presided over the
countryd6s Truth and Reconcili

transi Ehie Igter:] 199fosr. 'Phtren TRé Reﬁj rle%gt[}u(/a :jmg frautgh(%

hearings across the country looking at several
decad es of human rights abuses. It then offered
amnesty to perpetrators if their crimes were
deemed to have had a political purpose. The
commission would provide a model for transitional
nations worldwide.

Desmond Mpilo Tutu was born on October 7 1931,

in Klerksdorp in what was then the Transvaal, and
was educated at Johannesburg Bantu High
School in the Western Native Township. His father
was a teacher, his mother a domestic servant. The
young Tutu was astonished when a white man
doffed his hat to her one day as she swept

someoneds veranda. The man
Huddleston, a British priest who later guided Tutu
towards his calling. A spell in the US strengthened
Tutuds embrace of | iberation

“To achieve great things, two things are needed; a plan, and not quite enough time.”

- Leonard Bernstein



Trained as a teacher, he was ordained in 1961 and
worked and studied in England for six years. He
was made dean of Johannesburg in 1975, bishop
of Lesotho the following year and general
secretary of the South African Council of Churches
from 1978 to 1985.

Loathed by the ruling National party under Botha,

he wa s periodically denied a passport to travel
and routinely demonized by the state broadcaster
as a wily and sinister politician. Attempts were
made on his life. But few could resist his charm in a
face -to-face meeting. Within  minutes, his
combination of self -deprecating jokes and
obvious sincerity could transform an audience of
suspicious whites into a

His support for international economic sanctions
infuriated not just the Botha government but many
of the white Christians he represented. Yet it simply
reflected his stance that boycotts and foreign
embargoes were the last remaining non
options to the oppression he abhorred.

-violent

Though he recognized the primacy of the ANC in
the fight against apartheid, he remained outside
that organization 9 and angered the fiery young
priests in his fold by insisting that their role too
precluded membership of a po litical party. And
when his mentor Huddleston wanted to attend an
ANC plenary, he was told firmly to stay away.

Tutu was as ready to condemn brutal methods

used by the ANCOds supporters
of the white security police. When he intervened

to save a suspected police informer from
onecklacingéd (death by
around the neck) near Johannesburg in 1985, he
told the mob it was wrong for the justifiably
aggrieved to sink to the level of their oppressors.
Columnist Barney Mthombothi cal |l ed Tutu
closest thing South Africa ha

bur n

For the next decade, as head of the entire

cAngiGR  Cyreh Jysputhera Afdca, Ty playeg y ¢

to be loved, 6 he said, acF'E‘HO\i/vlm88éFﬁ‘5'ttRQEtaisnasecuring
weakness. democracy. At his Cape Town residence in 1990 it

wa s Tutu who hosted Mandela on his first night out
OHe sparkled in company,éijéai_laalar&de&hrka%?feﬂt,’btheids,his cor
biographer dbut wasallwi t hout artifit@& "BWoPRePI & of Godé. Whene
was publicly was exact |y whegme glouded by scapdal, Tyty, spake, oug

Tutu ensured this craving for affection did not
mute his willingness to express unpopular opinions.
On the contrary, he coupled it with an audacious

' ine in 0prdawvodidhbatiagpeased in
the subtitle of the collection of his sermons God Is
Not a Christian.

After Thabo Mbeki , Mandel ads
triedtoblockth e r el ease of -toloee TRCO
report because it contained references to human

rights abuses by the ANC in e
have struggled against a tyra
in order to substitute anot he

duly published.



