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Melville Douglas
High Alpha Fund
Fund Review
The fund produced a return of 2.0% for the second quarter of 2019 and a year to date return of 9.1%. Both the
measures are behind the All Share index. Most of the underperformance relative to the benchmark can be attributed
to the underweight basic materials position and the large underweight position in Naspers relative to the index. The
underweight position in Naspers is driven by risk management where Melville Douglas are unlikely to hold much
more than a 10% position in any one counter. The fund did not have any exposure to Tongaat Hullet which seem to
be facing accounting and balance sheet issues. In addition, the fund had no holding in Sasol which suffered a fall due
to further misses on the construction of the ethane cracker. The fund was positively influenced by the overweight
position in financial stocks which hada strong performance of the quarter, returning 8.7%.

Market Overview
SA Equity followed on from the strong first quarter in 2019 with a volatile, yet positive outcome, returning 3.9% for
the second quarter and bringing the year to date return for the JSE All Share Index to 12.2%. The second quarter
had strong returns across all major sectors, but financials were the biggest beneficiary, returning 5.4% as markets
began digesting lower interest rates globally. For the calendar year, resources remain the shining beacon, returning
20.7%. The returns over the quarter were very volatile. Markets were buoyed by the continued dovishness from the
FED, but the month of May reminded markets that the risks to global growth are still alive and well. The trade
tensions between the two global superpowers threaten global growth which is necessary given equity valuations. .

Looking Ahead
In South Africa, local company valuations remain in line with long term averages, but growth remains a key concern.
SA GDP for the first quarter came in well below expectations. While lower interest rates could potentially provide
some help to consumers and company earnings, more is required to instill business confidence, from a
policy certainty perspective and fiscal position.
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Given the strong start to the year, valuations have normalized from the modest valuations at the start of the year.
The price we pay for SA equity has become ever more critical given the lack of growth. Although not very expensive,
SA equities do not have a large margin of safety and diversification and discipline remain paramount.
The commentary gives the views of the portfolio manager at the time of writing. Any forecasts or commentary included in this document are not
guaranteed to occur.
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Disclaimer
This summary brochure has been prepared for information purposes only and is not an offer (or solicitation of an offer) to buy or sell the product.
This document and the information in it may not be reproduced in whole or in part for any purpose without the express consent of Melville Douglas.
All information in this document is subject to change after publication without notice. While every care has been taken in preparing this document, no representation, warranty or undertaking,
express or implied, is given and no responsibility or liability is accepted by Melville Douglas as to the accuracy or completeness of the information or representations in this document. Melville Douglas
is not liable for any claims, liability, damages (whether direct or indirect, actual or consequential), loss, penalty, expense or cost of any nature, which you may incur as a result of your entering into
any proposed transaction/s or acting on any information set out in this document.
Some transactions described in this document may give rise to substantial risk and are not suitable for all investors and may not be suitable in jurisdictions outside the Republic of South Africa. You
should contact Melville Douglas before acting on any information in this document, as Melville Douglas makes no representation or warranty about the suitability of a product for a particular client
or circumstance. You should take particular care to consider the implications of entering into any transaction, including tax implications, either on your own or with the assistance of an investment
professional and should consider having a financial needs analysis done to assess the appropriateness of the product, investment or structure to your particular circumstances. Past performance
is not an indicator of future performance.

