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              Paul Swanson- Stanlib Portfolio Manager.
Last week I had lunch with Paul Swanson who is a Stanlib Portfolio Manager specializing in balanced fund mandates. His views are particularly interesting as they are in contrast to the views of the managers we are using for balanced funds. 

Stanlib is bullish on equities. Indeed they hold 72% in equities in the balanced fund. The maximum they can hold is 75%. They are holding the maximum they can in foreign assets, predominantly equities. They have reduced their bond exposure. They hold approximately 4% in property, which is slightly higher than the average balanced fund.

Why are they bullish on equities?

· The world economy is growing again. The IMF is forecasting world growth of 4.3% p.a. The South African economy is also beginning to grow and will benefit from world growth.

· Interest rates are low. This makes equities an attractive alternative to other asset classes.

· Inflation world wide is low and is also lower than average in South Africa.

· They believe there will be no double dip.

· The flow of funds to emerging markets will benefit South Africa.

· They believe that company profits will grow in South Africa by 25% p.a. for the next two years. Thus, although the South African market is now standing on a higher than average price earnings ratio, this multiple will decline substantially over the next two years. Remember that earnings will be coming off a low base.

I must admit that I am more cautious than Stanlib. However, I could be wrong and Stanlib may be right. I certainly enjoyed the intellectual challenge of confronting views different than mine.

If you can, try and attend our investment workshop with Stanlib on Wednesday 20 October 2010 in Sandton. They have a view which is different to Allan Gray and only time will tell who is right.

Kind regards

Brian Goodall

