FIMAMCIAL B2
02 Dec 2011, p.73

SPARINVEST

Don’t bet on the trend

Sparinvest is one of the handful of
assel managers with impressive long-
term track records, s Valoe fundd bas
resturmed 9.0 in LIS dollars sinee it was
lnnmehed in 1995, This might not looek
impressive at first sight, but it was dur
ing a period of volatile global markets
when the MSCH world index returned
Just 6%, Cuomulatively, the returns are
maore than double the global mdes,

Fund manager Jens Rasmussen, not
.-||1'|::I'!.~"lll_L:E}. 15 lelling :'H'I'_‘.'i:ll:ll!_'; tor Jonk
h::l:_', term. The short-term |:g-'|'|1rt't'|1;uu'u
has been dismal, with the fund down
12.5% in the first 10 months of 2011
while the MSCT has had o more nuodest
0% negative return.

Rasmussen argues that on a 10-vear
view, vitlue shares have ziven a better
return than fully priced growth shares
OVEr S0 vears, excepl for the twao A
leading to the dot-com bubble amd this
veur Sparinvest is o rathless bargain
hunter: it buys shares at a 40% diseount
tovintrinsic vidoe and sells them alfter the
dhiscount unwinds, Holdings in the most
recent report include Benetton, constrie-
vion group Hochtie!, Peageot, Shell,
Sainsbury and Sony,

Rasmussen says the fund's overespo
(32

anil Japan (240 cansed the poanr short-

sure to the curosone of the fund)
term perfornuanee, e admits that the
Furopean debit erisis is @ real concern, as
is the Japunese recovery, Bot he says lear
aned panic are driving the market.

“It has forgotten o look at the un-
damentals: balance sheet., carnings and
pricing have not made a difference in
recent months,” sayvs Rasmussen,

*European shares have been hit in
diseriminately. Hochtief is European-
Baased but Furope aceounts for just 1379
ol its revenue.”

He argues that in the 2008 linancial
year everything ran at high speed, so
deceleration was brutal, Butl now cor-
provitte balanee sheets are much stronger,
aned because of restrocturing and cost-
cutting, breakeven levels are lower, In
viestors with H}ml'il'l'u'.a[ will e connting
GO0 i POCOVeTY, ARSI that, as in the
prast, share prices will revert to the mean.
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kol Teinberger savs that over the past 11
vears the returns frome global large caps
have been dismal, Many are still at a
-\|1:||:'p discount to their 2000 Iu-nt-;,w

57
Plizer G0%. Yet they have continued Lo
b highly profitable businesses.

“There has been a hoge contraction of
— Vodalone's is
down from 200 to 10,5, Walmart's from
FOLG Lo 12,5, We used to believe that SA
companies would never trade on the

Vadafone 15 down i, Clsco 509 and

their carnings multiples

=alInee II'II.]I.“]:l]l' ik ||Il'il' |'|l,'l_"|'2'i. hill ll“_':lf
now exceed them, with Shoprite on 24
and Massmart on 36,7

Leinberger savs Vodatone gives a 5,57
I.II'l-ll.I:E'IHI _".“'lll -;'I['Ill ll |I-'I‘- |!l!:_".l" r-l':'l.'-l'ilhll

Mo, with 254% of prodit from emoerging
markets, Anheaser Buseh Inbev has a
lower rating than SAEMiller, even
though its margins of 30% are almost
twice SARs 179%.

Investors using a rear-view mirror will
mnvesl qllih' |.11['|1':|'L~|:1l|_1 {rvem Ihn.-cl,' ||:\i|:15._'|
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the windsereen, Leinberger savs, Global
cguity has been the worst-performing
asset class over the past 10 vears (alter
being b far the best in the previous
decade.) Leinberger believes
it will be the best performae
TN ily_',aliu, with o 12915

iIJII]LIiIi relurn inwer l||'|r|' next

MSC warld viilie index
- MSCI world growth index

10 vears, The worst assel
class is 1"-:1:|l.'t'tt11 tey bye = liskyal
bonds, with no more than
9% return,

Locally he expects equities

o o ::II!|J!'|‘I'|:rrm bromcds and

prroperty, Stephen Cranston
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