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FUND OBJECTIVES

The fund seeks long-term capital growth with a low risk
of permanent capital loss by investing in a diversified
portfolio of domestic and foreign shares, which are
undervalued relative to their replacement cost or
sustainable earnings power. The fund invests in equities
that trade below their intrinsic market value. The fund
can hold up to 30% in foreign assets and 10% in Africa
(excl. SA), with the balance in domestic equities listed
in South Africa. The fund sits at the top end of the risk/
return spectrum and can also invest in property related
securities. The portfolio’s minimum exposure to equities
will be 80% of its net asset value at all times. We are longterm, bottom-up, valuation driven investors searching
for quality businesses selling at an attractive price. Our
investment approach is rooted in the belief that there
are two values for every share, the first being the current
market price, and the second what the business is
worth to a knowledgeable buyer. This is referred to as
intrinsic value, and the time to buy is when there is a
large difference between the market price and intrinsic
value, and the time to sell is when this price difference
narrows. We determine intrinsic value by performing
a detailed analysis of the financial statements and a
qualitative assessment of the business and management.
Our investment approach seeks to take advantage of
short-term market pessimism by buying financially sound
companies when they are typically out of favour and
attractively priced.

RISK STATISTICS (3 YEARS)
Standard Deviation
Tracking error
Information Ratio

Fund
16.3%
7.7%
0.2

Benchmark Active
17.4% -1.1%

3 Months

6 Months

Year to Date

1 Year

3 Years p.a.

5 Years p.a.

Since inception

ASSET ALLOCATION
Resources (38.0%)
Financials (4.2%)
Industrials (19.9%)
Foreign Equity (29.3%)
Foreign Int Rate Sensitive (1.5%)
Cash (10.0%)

TOP 10 EQUITY HOLDINGS
Naspers Limited-N SHS
Anglo American Platinum Ltd
Kumba Iron Ore Ltd
Bhp Group Plc
Warwick BCI Enhanced Income Fd
Multichoice Group Ltd
Clicks Group Ltd
Vodacom Group
Alphabet Inc - Cl A
Reunert Limited
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This document is confidential and issued for the information of the addressee and clients of Cadiz only. It is subject to copyright and may not be reproduced in whole or in part without the written permission of Cadiz. The information, opinions and recommendations contained herein are and
must be construed solely as statements of opinion and not statements of fact. No warranty, expressed or implied, as to the accuracy, timeliness, completeness, merchantability or fitness for any particular purpose of any such recommendation or information is given or made by Cadiz in any form
or manner whatsoever. Each recommendation or opinion must be weighed solely as one factor in any investment or other decision made by or on behalf of any user of the information contained herein and such user must accordingly make its own study and evaluation of each strategy/security
that it may consider purchasing, holding or selling and should appoint its own investment or financial or other advisers to assist the user in reaching any decision. Cadiz will accept no responsibility of whatsoever nature in respect of the use of any statement, opinion, recommendation or information
contained in this document.
This document is for information only and do not constitute advice or a solicitation for funds. Investors should note that the value of an investment is dependent on numerous factors including, but not limited to, share price fluctuations, interest and exchange rates and other economic factors.
Performance is further affected by uncertainties such as changes in government policy, taxation and other legal or regulatory developments. Past performance provides no guarantee of future performance.
Cadiz Funds (Pty) Ltd (Reg. No. 2013/118580/07) is an authorized financial services provider (FSP 45442)
Boutique Collective Investments (RF) (Pty) Ltd (“BCI”) is a registered Manager of the Boutique Collective Investments Scheme, approved in terms of the Collective Investments Schemes Control Act, No 45 of 2002 and is a full member of the Association for Savings and Investment SA.
Collective Investment Schemes in securities are generally medium to long term investments. The value of participatory interests may go up or down and past performance is not necessarily an indication of future performance. The Manager does not guarantee the capital or the return of a portfolio.
Collective Investments are traded at ruling prices and can engage in borrowing and scrip lending. A schedule of fees, charges and maximum commissions is available on request. BCI reserves the right to close the portfolio to new investors and reopen certain portfolios from time to time in order to
manage them more efficiently. Additional information, including application forms, annual or quarterly reports can be obtained from BCI, free of charge.
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.
A money market portfolio is not the same as a bank deposit account. The price is targeted at a constant value. The total return to the investor is made up of interest received and any gain or loss made on any particular instrument. In most cases the return will merely have the effect of increasing or
decreasing the daily yield, but that in the case of abnormal losses it can have the effect of reducing the capital value of the portfolio. Excessive withdrawals from the portfolio may place the portfolio under liquidity pressures and in such circumstances a process of ring-fencing of withdrawal instructions
and managed pay-outs over time may be followed. The yield is calculated using an annualised seven day rolling average.
Actual annual figures are available to the investor on request.
Investments in foreign securities may include additional risks such as potential constraints on liquidity and repatriation of funds, macroeconomic risk, political risk, foreign exchange risk, tax risk, settlement risk as well as potential limitations on the availability of market information.
Boutique Collective Investments (RF) Pty Ltd retains full legal responsibility for the third party named portfolio.
Although reasonable steps have been taken to ensure the validity and accuracy of the information in this document, BCI does not accept any responsibility for any claim, damages, loss or expense, however it arises, out of or in connection with the information in this document, whether by a client,
investor or intermediary. This document should not be seen as an offer to purchase any specific product and is not to be construed as advice or guidance in any form whatsoever. Investors are encouraged to obtain independent professional investment and taxation advice before investing with or
in any of BCI/the Manager’s products.
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Quarterly Fund Commentary
Second Quarter 2020
PORTFOLIO COMMENTARY
The Cadiz Global Equity fund bounced back in the second
quarter, gaining 15.4% and recovering some of the declines seen
in the first quarter. Despite the sharp recovery, the fund trailed
the Capped Swix, its benchmark, which gained 21.6% for the
quarter. The fund’s performance over a rolling 1-year period
was -9.9% compared to its benchmark, which returned -10.8%.
Over a rolling 3-year period, the fund has delivered 1.1% per
annum, which is ahead of its benchmark of -0.3% per annum.
The investment landscape continues to be extremely volatile,
and after reaching the trough towards the end of the first
quarter, global stock markets have proceeded to bounce
back in spectacular fashion! This recovery has occurred
despite the uncertainty around how bad the actual damage
has been to the global economy. We have seen governments
and central banks take urgent action, and have poured
trillions of dollars into the global economy to provide stability.
The US stock market has led the recovery, with the DOW
Jones ending the quarter up 18.51%, the S&P 500 up 20.54%,
and Nasdaq up a whopping 30.95%. The tech sector has been
the biggest driver of returns, and investors have been piling
into US listed companies that they believe will benefit from
an acceleration in digital trends that were already underway
(such as e-commerce, online payments, food and grocery
delivery, cloud computing, telemedicine etc.). In addition to
the uncertainty around the extent of the economic damage
that has been done, we think investors should act with
caution as other events, such as increasing US-China tensions,
increased levels of corporate debt, a possible second wave
of COVID-19, could derail the stock market’s recovery. With
that being said, we continue to focus on identifying individual
businesses (and not the stock market as a whole), that meet
our investment criteria, and are trading at a level that we
think will provide good returns over a 5+ year time horizon.
In the local market, the JSE ALSI has bounced back strongly in
the second quarter, from the lows reached in March. The JSE
ALSI gained 23.18% in the second quarter, and is now down
just 3.16% for the year to date. The second quarter recovery
was led by resources, as Sasol and the precious metal miners
all enjoyed strong gains. Industrials advanced 17.12% for quarter,

whilst financials lagged and are still down 33.4% for the year as their performance is more
aligned with overall performance of the economy. The South African economy has endured
years of mismanagement, and has seen barely any growth over the last few years. COVID-19
couldn’t have come at a worse time for the local economy, and the impacts of the virus, and
actions that have been required to fight it, will likely put the South African economy under
enormous strain for years to come. Unless the government has a plan that can realistically be
implemented to address things like the extreme levels of unemployment, a broken education
system, policy uncertainty, increasing levels of government debt, a deteriorating fiscal deficit,
corruption, bankrupt SOE’s etc., the local economy is likely to experience another lost decade
of economic growth as experienced during the Zuma presidency. It’s easy to become too
pessimistic on the economy though, and it’s important to remember that there’s a lot of low
hanging fruit and easy wins to take advantage of, and if the public and private sector can find a
way to work together, over time the local economy can get back to growth rates of over 3%.
Despite this weak environment we currently find ourselves in, there are always opportunities to
be taken, and we believe share prices of certain companies are very attractive at current levels
and could deliver stellar returns if economic growth normalises to SA’s long-term potential.

FUND POSITIONING
After taking advantage of lower share prices towards the end of the first quarter, we reduced
our exposure to certain stocks that we believe had run too hard given the economic
outlook, and we looked to improve the quality and return expectations of the fund. The
fund has 85.8% invested in equity, down from the 92.3% exposure at 31 March 2020.
Offshore exposure is at 27.9% and 0.6% is invested in UK REITs.
We exited positions in L Brands, Diamond Offshore Drilling, and Intu Properties during the
quarter, on concerns around increasing financial risk. Two of these decisions have already
proven to be correct with both Diamond Offshore Drilling and Intu Properties filing for
business rescue. Berkshire Hathaway was the only new addition to the fund, as we were
able to buy this very well run and diversified business at an attractive level. Berkshire is run
by one of the greatest capital allocators of all time, and with over $130bn worth of cash
sitting on the balance sheet, they are well positioned to take advantage of any opportunities
that may arise.
We trimmed certain positions that we believe don’t offer a compelling risk/reward ratio
anymore after they had increased by more than we think is warranted given the current
economic environment. We added to existing investments, taking advantage of depressed
share prices.
We continue to remain disciplined in sticking to our investment philosophy and process and
focus intently on protecting and growing your capital by investing in predominantly good
businesses at attractive prices with capable management and low financial risk.
Thank you for your continued support.
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