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v/ Our Journey
/ by Rajay Ambekar

Compliments of the Season and welcome to Excelsia’s first newsletter. We aim to showcase
our strategies and provide our thoughts and views on topics and stocks that we hope you
will find interesting. Excelsia is just over five years into its journey and what an eventful five
years it has been!

As the founder of Excelsia back in 2016, it has been a privilege (and lots of hard work) to
build Excelsia, together with my colleagues, to where we are today. We started in the midst
of "Nenegate” in May 2016 with a staff complement of three - today we are a diverse team
of eleven with seven investment professionals, three in operations/finance and one in
business development with R3.5 billion of assets under management. As SA equity
specialists, we have built a strong track record (drawing on the twenty years’ experience
gained at various larger firms). We are valuation-driven managers and aim to take advantage
of ‘fear’ and ‘greed’ in markets where sentiment and hype drive shares to extremes.
Importantly, it is the experience of working through periods such as the Dotcom boom/bust
in 2000, the Global Financial Crisis in 2008 and the recent Covid crisis that enables one to
recognise and take advantage of such opportunities.

A well-articulated and ingrained philosophy and process is the bedrock of any investment
management business. It binds the team together in a common purpose. It allows diversity
to flourish within a firm’s core beliefs and values. Since inception, we have actively sought
diversity amongst the people we have employed in the business. William Moutloatse (our
Head of Business Development) has penned a short piece on his experience with respect to
diversity.

Our primary responsibility is to preserve and grow the savings of our clients over the long
term. Successful and sustainable firms focus on three key aspects: attracting and retaining
talent, delivering good long-term performance, and providing superior client service. With
respect to performance, the below table highlights the solid returns (cumulative) our
strategies have delivered since inception to December 2021:

Strategy Benchmark

Core Equity
*  FTSE/ISE SWIX Benchmark >1.9% a41.2% 10.7%
*  FTSE/ISE Capped SWIX Benchmark 31.2% 22.6% 8.6%
Aggressive Equity
*»  FTSE/JSE SWIX Benchmark 58.8% 39.4% 19.4%
*  FTSE/ISE Capped SWIX Benchmark 58.8% 36.9% 21.9%
Global Equity
*  MSCI ACWI Benchmark (USD) 57.0% 52.7% 4.3%

Domestic Balanced Fund

* Alexander Forbes SA Manager Watch 42.1% 31.3% 10.8%
Median

Hedge Strategies (STeFI+3% Benchmark) *

*  Long Short Equity 61.3% 25.2% 36.1%

*  Market Neutral Equity 74.3% 25.2% 49.1%

= Internzlly seeded EIBL structure. Returns net of fees



We are also proud to have been awarded the prestigious 2021 ABSIP Award for the Best
Black Fund Manager/Team of the year, for Local Equities. This award seeks to recognise a
business or team that is transformed and diverse and has delivered stellar performance in
the local listed equities product space over a three-year period beating conventional
benchmarks. As we all know beating benchmarks is important, but performance against
peers is equally important, in assessing performance. We have achieved favourable
performance against our peers as reported in the December 27four BEE.economics monthly
asset manager performance survey, which can be downloaded from the 27four website.

Since inception our goal has been to grow and diversify our strategies. We have therefore
seeded, and have built solid track records in the strategies listed below:

e Domestic Balanced fund (inception March 2019),

e Long-Short and Market-Neutral hedge strategies (internally seeded EIBL structures,
inception April 2019), and

e Global Equity fund (inception June 2020).

Finally, I hope you enjoy reading our inaugural newsletter and find it informative. We look
forward to engaging further with you and wish you and your families all the best for 2022!
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ESG - An Overview
/ by Richard Middleton

ESG is constantly gaining in importance in global investment decision making. At Excelsia
Capital we have developed a proprietary ESG scoring system which enables us to quantify
Environmental, Social & Governance factors, thereby allowing us to arrive at an overall ESG
score for each company we research (approximately 120). This score is used in applying a
valuation premium to above average scoring companies, or a discount to below average
scoring companies. Importantly, these scores are aggregated for each of the JSE sectors,
which amongst other important attributes, serves as a sanity check for the investment team
allowing for robust debate and informed decision making.

Our ESG scoring methodology has been integrated into our investment process, and we firmly
believe that over our investment horizon of three to five years it will enhance portfolio
returns. Below is a chart depicting E, S and G scores for the various sectors of our market:
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The chart below further depicts the rapid growth in the number of Emerging Market ESG
Funds, totaling 738 as at the end of 2021, with 125 launched in 2021.

Number of Emerging Market ESG Funds Launched per Year since 2011
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The application of ESG is still in its infancy. A study by Schroders found that 77% of
investors find incorporating ESG either very or somewhat challenging. Some risks to
bear in mind include:

Limited history — Most data sources go back only one decade, which is not a long
enough time series to capture a change in structural trends.

Infrequent reporting — Most ESG data is reported on an annual basis extracting data
from company annual reports. This lag in data make ESG investing more reactive.
Inconsistent methodology - ESG data vendors can use a differing number of key ESG
issues for data collection. The lack of standardised industry wide metrics makes
reconciliation of the data a big challenge.

Conflict of interest - As sustainable investing becomes a widespread practice, it is
natural for companies to disclose info that puts them in the best possible light,
downplaying negative events to avoid adverse impacts on stock prices.

Data is backward looking - ESG data reflects on what has been done rather than what
is going to be done in future.

Some of the challenges include:

Lack of standardised reporting - Companies have a wide range of reporting
methodologies and there is limited comparability with numbers produced between
companies. Sustainability accounting standards are being developed.

Lack of auditing - ESG disclosure is often voluntary and not part of annually audited
disclosures.

Selective reporting - Companies tend to disclose positive metrics and may be inclined
not to disclose too much negative data, which can skew results.

Small companies tend to lag - Large companies often have the ability to produce
comprehensive ESG reports, which their smaller peers struggle to produce. Scoring
methodologies may penalize missing data.

Geographical bias - Regulations in Europe favour more in depth ESG reporting.
Sector bias - Carbon emissions matter for steel and oil companies but will not matter
for advertising agencies. Water table issues are relevant to beverage producers but
irrelevant to banks.

We will continue to enhance and adapt our ESG philosophy and process, to ensure that
we are aligned with global best practice, and that we meet the needs of our investors.
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Stock Profile: City Lodge

/ by Kristen Collins

City Lodge is a hotel operator across South Africa and East Africa, with 63 hotels under its
portfolio. Approximately 70% of City Lodge's revenue is derived from business travel,
including the South African government. The work from home (WFH) trend has therefore
become a significant headwind for the business. We do not believe that this trend is
structural, as companies value face-to-face interaction, and whether the productivity of
teams working remotely remains stable over time is yet to be seen. We see multiple
international corporations such as Amazon and Goldman Sachs requesting that staff return
to the office due to decreased productivity or decreased innovation.

Management have remained optimistic about the recovery in market conditions. City lodge’s
occupancy rate has recovered from the lows of 4% at the height of the initial lockdown in
April 2020 to an average occupancy of 26% for the year ended June 2021. Occupancies
continue to improve towards the breakeven level of approximately 35% and management
have established several initiatives to grow the local leisure market. This includes an
increased food and beverage offering, improvements to its digital platform, an improved
loyalty programme and discounted weekend pricing. We think that this creates additional
revenue streams once economies return to normality and business travel and conferencing
returns to levels seen prior to covid.

Occupancy rate - Hotels: Stats SA
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Source: Stats SA, P6410 - Tourist cccommedation, October 2021

City Lodge successfully completed a R1.2 billion rights offer in August 2020 to settle debt,
have initiated the sale of part of its East African hotel portfolio, renegotiated covenants with
their lenders, and secured additional loan facilities with banks. These initiatives have allowed
City Lodge to de-risk its balance sheet.

We expect the City Lodge occupancy rate to recover to 52% by 2024, with improved margins.
Although the share price has rallied significantly over the last 12 months, we still see
substantial upside from these levels.
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Stock Profile: Nampak

/ by Mark Narramore

Historically, Nampak was a diversified packaging business with exposure to all the packaging
substrates (Metals, Paper, Glass and Plastics). However, after a number of disposals, they
now earn the bulk of their profits from their metals and paper packaging businesses. Today
they are the biggest beverage can manufacturer in Africa, with operations in South Africa,
Angola, and Nigeria.

We believe Nampak is currently trading below its intrinsic value based on a “normal” level of
earnings of above R1 per share, against the R3,80 share price. This would imply a price to
earnings of less than 4 times, which is at an 11-year low (chart below).

)1 4
21.4x
129 15.3x
4./x s
Vs A Ov
12.9x 2.9x
11.2x 1N 2
- O.6X
Y. X
7 By
4.5x 2.4
4.2
. K n 4 3 > "1 0 : .

2020 wos heavily impacted by severe Covid-19 lockdowns and we have ignored it in this example due fo the once-
off nature of the event,

We expect the improvement to above R1 per share in earnings over the coming years, to be
primarily driven by their beverage can and DivFood businesses. As Covid-19 restrictions are
lifted, we expect people to consume more alcohol and soft-drinks, particularly as social
events return. The DivFood recovery will be largely driven by internal restructuring efforts
and improved efficiencies. Additionally, we see the higher oil price as a tailwind for their
operations in Nigeria and Angola, adding optionality to our investment thesis, which we
believe is not in the current valuation.



When we compare Nampak to a global packaging peer group (companies that specialise in
metals and paper substrates), on a forward price-to-earnings ratio of 5.3x, it trades well
below this peer group average of 14.4x. Thereby again displaying exceptional value.
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ESG trends continue to drive capital markets, and a common theme amongst FMCG
packaging companies is a move from plastics and glass to aluminum. Aluminium cans can
be recycled indefinitely, have much higher recycling rates, reduce waste, and on a net-basis
are seen as a more sustainable substrate.
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Cryptocurrency
/ by Siyanda Mkhize

I have been interested in cryptocurrencies since 2015. This interest has driven me to learn
how to programme in solidity and eventually creating my own token on the Binance Smart
Chain (BSC) called Umnotho (Zulu word for wealth). This process involved a few sleepless
nights and the challenges I encountered were learning object-oriented programming in a
smart contract framework. My cryptocurrency is however not worth anything because it was
a private project.

Value from cryptocurrencies comes from scarcity, tokenomics and the scale of community
involvement.

The evolution of decentralized digital currencies, known as cryptocurrency, and its open
distributed ledger, known as Blockchain, has shown phenomenal growth over the recent
years. The total market capitalisation of cryptocurrencies touched c.$3 trillion in November
2021 (chart below). The most well-known and first cryptocurrency, Bitcoin, was outlined in
2008 by Satoshi Nakamoto through a white paper, and subsequently launched in the height
of the Great Recession (post the Global Financial Crises of the mid to late 2000’s) after the
genesis block (block number 0) was mined.

Source: Statisto

Bitcoin, now the largest cryptocurrency by market capitalization, is seen by some supporters
as a hedge against inflation. It is considered as “digital gold” due to a maximum supply of
21 million Bitcoin that can be mined in totality. As of today, more than 18.5 million coins
have been mined. However, having fallen from a high of $69 044 in November last year to
$36 760 in January 2022, Bitcoin has proven to still be highly speculative and volatile, as
illustrated in the chart below.



So far this year, Bitcoin and the Nasdag Composite Index have moved in the same direction,
with Bitcoin falling by a higher percentage. As global inflation becomes more concerning,
Bitcoin’s investment thesis as “digital gold”, will be tested.

Year todate change
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Source: RMB Morgan Stonley

The benefits of investing in cryptocurrency are portfolio diversification, DeFi, and greater
control over your assets. The pitfalls are highly volatile markets, cybersecurity risks,
government regulation and fierce competition among blockchains.
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Team Diversity

/ by William Moutloatse

“Come as You Are - Your gender, your gods, your sex life, your skin colour or your bigshot
uncle, don't make a difference here. If you are smart and good at what you do, come as you
are”: Workable Career.

By the advent of democracy in 1994, the asset management industry (analysts, portfolio
managers) was still dominated by white males. The Sunday Times used to feature different
unit trust portfolio managers and there were no black people or females. By 1996, some
retirement funds had already started to embrace transformation that resulted in changes to
the Boards of Trustees. SOEs and Union Funds started changing the make-up of their boards
by including black people and women. The new boards also started making the necessary
noises in ensuring that the asset management firms make changes to include people of
colour.

I joined SCMB Asset Management (now Stanlib) in September 1996 and attended my first
Trustee meeting with my boss in November that year. I sat in the meeting for about half an
hour without saying a word and a Trustee halted the meeting to find out why I was in the
meeting. My boss indicated that I had recently joined as an assistant Portfolio Manager. The
Trustee then gave a clear instruction that I should never attend any meeting if I was not
going to contribute to it. It became clear to me that my investment views were important,
and trustees wanted to hear them.

As we stand today, there are asset management firms that have not only transformed but
have embraced the benefits of diversity in their team makeup.

Building a diverse team is not about recruiting people based on qualities they were born with.
It is also not about giving underrepresented groups preferential treatment. Diversity in the
workplace is about providing equal opportunities so that employers can discover and work
with talented people from all walks of life - not just those who attended the best universities,
have the most prestigious connections, or are most likely to be your beer and wine buddies
after work. A diverse workforce brings together different cultures, genders, races and ages
into a working environment that provides psychological safety to everyone involved.

Managing diversity in the workplace should be a deliberate effort that ensures that all
employees feel included and are part of a common goal. In most cases, a well-managed
program leads to happier, satisfied and more loyal employees which often leads to increased
productivity and lower costs of hiring and training. Every individual should be allowed an
opportunity to contribute!

For an asset management firm, a diverse team will bring different skills, personalities and
viewpoints, resulting in new ideas and ensuring that the vast array of obtainable information
is analysed with more rigor and the investment process remains robust. South Africa remains
a country of diverse cultures and a diverse team ensures effective coverage in terms of
interaction with different stakeholders. It is important that management should embrace
diversity through deliberate procedures/policies.

Our team at Excelsia is currently structured in such a way that it is representative of current
SA demographics. As you would have seen, we have produced top quartile performance and
we proudly attribute the performance to our diverse team of analysts and portfolio managers.
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My First Week at Excelsia

/ by Nancy Bambo

It is Excelsia’s first quarterly note, and my first week at Excelsia. As such, I was asked to
share my experience so far. For starters I was interested in Excelsia because of the team’s
credentials which are impressive. Having officially spent one week as part of the team, I can
confidently say that they (the team) are nothing like what I expected, I am pleasantly
surprised.

The highlights of the team for me are that they are energetic, honest, lighthearted,
humorous, smart, professional and a team made up intentionally of people from diverse
backgrounds. My experience thus far is that Excelsia is an environment that promotes honest
and mature conversation/debate, individual contribution, and growth. This environment adds
depth to and informs investment decisions, which results in the performance obtained thus
far. I am excited for the journey that lies ahead. It has been one week as part of team
Excelsia and so far, it is a 10/10 for me - touch wood.



The Excelsia Team

Rajay Ambekar CA(SA), CFA
CEO, CIO

Rajay Ambekar, founder of Excelsia Capital, has more than 25 years’ financial services
experience and 19 years investment experience with African Harvest Fund Managers,
Cadiz, Prudential Portfolio Managers and Investec Asset Management. He was a
Senior Audit Manager at KPMG prior to joining African Harvest in 2003 as an equity
analyst. As an analyst he covered various sectors of the market including IT, Media,
Telecoms, Diversified Industrials and Life Insurance. He was appointed a portfolio
manager in 2007. His portfolio management experience has ranged from relative value
(Cadiz and Prudential) to deep value (Investec). At Investec he co-managed the Value
franchise together with John Biccard for five years till 2015. He left Investec in March
2015 to establish Excelsia Capital.At the time of his departure from Investec, the Value
franchise had approximately R35 billion under management. Rajay holds a BCom
(Hons) degree, is a Chartered Accountant (SA) and a CFA charterholder.

Derek McDonald CA(SA)
€00, CFO

Derek McDonald started at Coronation Asset Management in 1996 after completing his
articles with Deloitte & Touche. Being a small business at the time, he quickly became
involved with the financial, compliance, operational and company secretarial aspects
of the business. These functions grew to include the CIS and long-term life insurance
businesses providing him with extensive experience across a broad number of
functions and financial industries. With the rapid growth and eventual listing of the
Coronation Fund Managers group, his role from 2003 onwards became more focused
on heading up the compliance/internal audit function and the provision of company
secretarial support to the listed group. In 2005 he joined Tantalum Capital - a start-
up hedge fund management company formed by senior ex-Coronation investment
team members. He was responsible for the setup, control and ongoing maintenance of
all non-investment related functions of the business in his capacity as CFO, COO and
Compliance Officer.

William Moutloatse (BCom)

Head of Business Development

William Moutloatse has over 27 years of experience in financial markets. He started
his career as an Executive Trainee at First National Bank in 1993 where he gained
experience in all aspects of banking. In 1995 he transferred to the portfolio
management division where he gained experience in managing trust and private client
portfolios. He then joined Stanlib in 1996 as a portfolio manager and managed some
of the largest funds in SA. He moved to Transnet Pension Fund Administrators in 2000,
where he became Senior Manager responsible for equities, bonds and alternative
assets and represented the Fund on various governing boards and investment
committees. He joined Novare in 2007 as Head of Fund Consulting and in 2012 became
the CEO of Novare Actuaries and Consultants. He left Novare in May 2014 to join Maru
Asset Managers as CEO. He has a Bachelor of Commerce Degree from the University
of the Western Cape.



Richard Middleton (BSc Eng, MBA)

Portfolio Manager

Richard Middleton has over 24 years’ experience in the investment industry. He began
his investment career in 1997 at RMB Asset Management as a Precious Metals Mining
Analyst before joining Liberty Asset Management as an Industrial Analyst and assistant
Portfolio Manager. In 2002 with the formation of Stanlib Asset Management, he headed
up their Growth franchise and was responsible for the management of a number of
segregated balanced funds, unit trusts as well as a market neutral hedge fund. In 2010
he left to join Investec Asset Management, where he managed the Growth Equity
strategy as well as Emerging Companies strategy and in 2015 transferred to Investec
Wealth & Investments where his responsibilities included the management of bespoke
multi-asset portfolios as well as the income generating and value orientated,
Progressive Yield and Select Equity mandates. Richard has a Bachelor of Engineering
degree in Metallurgical Engineering and an MBA from Wits University.

Mark Narramore (BCom) CFA

Analyst

Mark started his career in financial services in 2011 at JP Morgan before joining Novitas
Capital as a Corporate Finance Executive in 2013. His role involved assisting both listed
and private companies raising capital, concluding sale mandates, M&A and corporate
restructuring across various industries. In 2015 he left to join Warwick Wealth as an
Investment Analyst and Portfolio Manager. Mark holds a BCom (Investment
Management) and is a CFA charterholder.

Nancy Bambo (BCom Hons)
Analyst

Nancy started her career in investment management in 2016 at Momentum Securities
as a Trainee Equity Analyst and progressed over six years to be an experienced Equity
Analyst. Prior to that she completed her Bachelor of Commerce (Honors) degree in
Investment Management and has passed CFA level I.

Thanassi Filippis CA(SA) CFA

Analyst

Thanassi started his career in 2019 at Differential Capital as an Analyst. Prior to that
he completed his three years articles at Price Waterhouse Coopers. He holds a Bachelor
of Commerce (Honors) degree, is a Chartered Accountant (SA) and a CFA
charterholder.

Kristen Collins (BBuSci)

Analyst

Kristen started her career in financial services at Old Mutual Investment Group in 2016
as a Client Liaison Officer. She then progressed to be a Data and Valuations specialist
in 2017. She holds a Bachelor of Business Science from UCT and passed CFA level II.



Siyanda Mkhize (BCom Hons, MCom)

Trainee Analyst

Siyanda graduated with a BCom (Hons) in Economics and went on to complete his
Masters in Economics and is currently a MSc Computer Science candidate at the
University of Bath (UK).

Sharifa Jaffer (BCom)

Financial Manager

Sharifa started her career in the asset management environment in 1998 when Frater
Asset Management was established. She remained with the Frater Group as it
transitioned into the Element Group and was involved in both the asset management
business and the collective investment management company of the group. As their
financial manager, she managed the accounting, auditing, human resources and
compliance functions of the group. She holds a BCom (Accounting) degree from UCT.
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Excelsia Capital Proprietary Limited (Registration No. 2015/131328/07) is an authorised financial services provider in terms of
the Financial Advisory and Intermediary Services Act 2002 (FSP No. 46756). Excelsia Capital is not authorised to and does not
provide financial advice. Accordingly, all information contained in this newsletter should not be construed, or relied upon, as
advice. Any representation or opinion is provided for information purposes only. Excelsia Capital does not undertake to update
or amend the information on an ongoing basis or to advise any person if such information subsequently becomes inaccurate. It
is not intended to create, and shall not be capable of creating, any obligation or liability on the part of Excelsia Capital.

Given that value of investments will fluctuate over time and that past returns may not be indicative of future returns, an investor
should seek independent professional financial, legal and tax advice relevant to their individual circumstances before making
any investment decision. The validity and accuracy of any illustrations, forecasts or hypothetical data are not guaranteed and
are only provided for illustrative purposes.

SteFi refers to the Alexander Forbes Short-Term Fixed Interest Composite Index.

The FTSE/JSE SWIX All Share Index and the FTSE/JSE Capped SWIX All Share index are calculated by FTSE International Limited
(*FTSE’) in conjunction with the JSE Limited ((JSE’) in accordance with standard criteria. The FTSE/JSE All Share Index is the
proprietary information of FTSE and the JSE. All copyright subsisting in the FTSE/JSE Africa Index Series values and constituent
lists vests in the FTSE and JSE jointly. All their rights are reserved.




