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From our Fund
Manager’s Desk

Our quarterly reports regularly explore the
investment rationale of one of the companies we own
in the Fund, to articulate what we find compelling.
This time round we have chosen Unilever.

On any given day, more than 30% of the world’s population uses
a Unilever product. With such reach in people’s lives comes great
responsibility. The company has devoted its time, effort and
resources behind making sustainable living commonplace. This
focus on the long-game was one of the reasons that Unilever's
then CEO Paul Polman and its Board of Directors did not hesitate
to decline an unsolicited $143 billion takeover offer from rival Kraft
Heinz in 2017.




What we need

to appreciate is

the divergent
approaches to value
creation embraced
by both Unilever and
Kraft Heinz.

DIVERGENT PATHS — UNILEVER AND KRAFT HEINZ TOTAL SHAREHOLDER RETURN
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As with many consumer behemoths, their size and
reach often limits their nimbleness. With a revenue
line of over EUR 50 billion and operations in every
continent, the inherent complexities in managing
global brands while ensuring these brands resonate
with different consumer tastes has at times proved
challenging. We have previously written about the
fast changing, increasingly complex world that big
branded companies have had to navigate.
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Unilever successfully pivotedtheirbusinessfrombeing
over-exposed to developed market food products
where growth was depressed, towards higher growth
emerging markets that now account for close to 60%
of revenue. Countries like India, Brazil and Indonesia
have a growing middle-income consumer who is now
in a position to purchase everyday basic household
goods. The likes of Omo washing powder, Dove soap
and Lipton tea appear more frequently in shopping
lists.
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Another challenge has been the wave of disruption brought by rapid adoption of smart phones. E-commerce has
reduced barriers to entry. Expensive advertising — a competitive advantage in the past afforded only to those with
deep pockets - is now virtually free via “word-of-mouth” advertising on social media. Unilever was one of the early
movers in perceiving this change, either through in-house development or buying in expertise and brands. An
example is its purchase of Dollar Shave Club, an online-only brand that had gained massive popularity amoungst
the trendiest bearded hipsters in California. What this purchase did was to highlight the need to adopt new ways
of thinking to ensure you remain relevant in the eye of the fast-changing consumer.

On a mission to transform the business, the
company has been actively managing their portfolio
having completed over 30 small scale acquisitions
since 2015. From Seventh Generation (a plant-
based detergents and naturals company) to Pukka
Herbs (an organic herbal tea business centered
around the health and wellness philosophy),
Unilever is determined to support sustainability and
ensure their business is managed to the benefit of
all stakeholders.

This activity has improved their end-market growth,
broadened their exposure to differentiated sales
channels, and deepened their reach by appealing
to more niche consumer segments. As a well-run
company in possession of a dependable earnings
base that is supported by the attractive emerging
market growth profile, Unilever is well positioned
to weather the storm. We believe in the longer-
term vision, strategy and growth prospects for the
company and it remains a core holding in the fund.
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Melville Douglas Investment Management (Pty) Ltd is a subsidiary of Standard Bank Group Limited.
Melville Douglas Investment Management (Pty) Ltd (Reg. No. 1987/005041/07) is an Authorised Financial Services Provider (FSP number 595).

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.

Allinformation 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.

é’ orsoncl. MelvilleDouglas

A Member of Standard Bank Group



