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2018 was an award-winning year for our Sanlam Global High INVESTMENT
Quality Fund, scooping best fund in the City of London Wealth WOMEN IN INVESTMENT P N
awards, best fund manager in the European Wealth Briefing BIARD IO winngr 5 NVESTORS
awards and winner in both the Investors Choice and Private Asset e e o
Managers awards.
But while industry recognition is always pleasing, meeting our 3 MeORNINGSTAR
objectives is what really drives us. As we approach the fifth C LWMA
anniversary of the launch of this fund, we now have $1.2 billion of Outsaming Achimsement L. 0.6 8 ¢
assets under management, and it continues to consistently Pieter Fouric
outperform the sector average.
: o, b5 g

This report gives an overview of the fund performance in 2018, C y LWMA #};XWX’&‘B%*
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investment decisions and affected the performance of the fund, to
our investment philosophy and how that works in practise.

Fund review

We always felt that 2018 could be a year of consolidation. If we analyse our portfolio today, we see even more potential
than we did a year ago thanks to adding companies with more potential upside to their intrinsic value, while selling
companies that we felt had reached fair value.

Performance since inception
Year-on-year, the Fund has continued to outperform the MSCI World Net Total Return index, and the sector average.

Since it launched in February 2014, the Fund has achieved a total return of 85% - almost double the sector average.

Cumulative performance 2014 * 2015 2016 2017 2018 Since Inception
Sanlam Global High Quality Fund* 12.5% 12.1% 28.7% 17.5% -2.9% 852%
MSCI World Net Total Return (GBP) 1.4% 4.8% 28.3% 1.7% -31% 62.2%
Sector Average 6.7% 2.9% 23.9% 13.9% -5.7% 46.1%

*C Share Class GBP (as at 31/12/2018). Fund launch was 28/02/2014. Past performance is not a guide to future performance.

While 2018 proved to be a difficult year across the sector, we contained the losses, and we feel our portfolio is well-
positioned for the medium to long term as we continue to monitor how our companies execute on their strategy and

compound value for us as shareholders.

Please note: Where this fund is acquired through a portfolio management service, additional charges may be applied by the portfolio manager. The
comparison index is the MSCI World Index with net dividends reinvested. Sector Average is the IA global.

Fund performance is calculated on a NAV to NAV basis, net of charges and assumes net income is reinvested. Since investors may be liable to
external fees, charges and taxes, the illustrated returns are not meant to provide a measure of actual return to investors. Class C shares are only
available to those investors who have a separate investment management mandate with the Investment Manager. Sources: Sanlam UK, MSCI,
Morningstar GBP returns since fund inception on 28 February 2014 to 31t December 2018.



Macro environment

Last year was one of highs and lows. Early in the year markets
saw an unexpected increase from an already high base thanks
to the much-awaited synchronisation of global growth, which
had been missing since the 2008 financial crisis.

By the end of the year investors were given a stark reminder
that global economic risks are building, and nothing can be
taken for granted.

January to March

After a positive January, investors were reminded of the
importance of valuation for the rest of the quarter as equity
markets experienced their first major correction in two years.
Despite excellent company earnings and synchronised global
growth, the combination of rising bond vields and elevated
valuations in many share prices gave investors the jitters.

Strong economic growth and higher inflation forced central banks to end quantitative easing and raise interest rates for
the first time this decade. Investors became nervous that this could threaten riskier assets and began to question the
valuation of equities.

April to June

Markets settled down in the second guarter, seemingly coming to terms with the economic uncertainties ahead. Global
growth was driven mainly from the US where there was an increase in investment spending thanks to president Trump’s
tax cuts, relatively low interest rates and an increase in fiscal spending. Meanwhile, China continued to grow at a healthy
rate despite the ongoing trade negotiations between the two countries. This growth was fuelled by continued
urbanisation, as well as a growing demand for products and services as the population benefited from increased wealth
across society.

July to September

With the US performing strongly, and interest rates on the rise, we started to see a reversal of money that had been
flowing into riskier emerging markets. The trigger point for this came when the spotlight fell on Turkey and the sudden fall
in the Turkish Lira. For an economy that had borrowed massively in US dollars for a “growth at all costs” economic plan,
the ocutcome was brutal. This then spread to Argentina and most other emerging markets as money continued to flow
back to the US. China also fell victim to this pull back, further exacerbated by the rapid escalation of the US’s trade war
threats.

October to December

October saw another market correction, mainly driven by the prospect of higher future inflation thanks to a tight labour
market and the subtle but noticeable uptick in oil prices. The US 10-year yield moved out to 3.2% and markets sold off
across the board. There was something of a recovery in November, although emerging markets and Europe came under
continued pressure as the month progressed. Towards the end of 2018, the US Fed indicated that economic strength may
require monetary conditions to tighten more than markets anticipated. Investors started to question how sharply
economic growth might slow, which gave rise to losses across both bonds and equity markets.

Thanks to last year's market corrections, equity valuations are now at more
palatable levels, assuming companies’ profits maintain their growth
trajectory.

There are some definite pockets of attractive long-term valuation
opportunities, with some emerging market stocks having been sold
indiscriminately, and somewhat unfairly, down. In addition, some of the
technology names in the US, such as Facebook, are now giving excellent
entry points.

There are still some concerns, as the US is clearly now in the mature stages
of its economic cycle.

The key question remains: how will the world adjust to an environment of higher interest rates? Inevitably it will result in
stress for both countries and companies that have excessive debt levels, hence we are very comfortable with our
approach to focus on good quality businesses with a strong balance sheet.



The essence of our investment philosophy

A robust and coherent investment philosophy is key to the success of our fund, with an approach grounded in three core
principles:

* Principle 1: A strong focus on owning quality companies
This forms the bedrock of our investment philosophy as it’'s important to hold a portfolio of quality businesses for the
long-term (at least 3 years). Our analysis focuses on industry and company-specific advantages in order to gain a
thorough understanding of the overall profitability of a company over a full business cycle. We believe this is necessary
to find a good business that can sustain high performance over the longer term.

* Principle 2: Capital allocation is fundamental to the creation of long-term shareholder value
We believe that how a company allocates its capital allocation is key to sustaining long-term value so invest in
companies that have low capital requirements and seek to achieve attractive returns on capital in excess of their costs.
This means they can maintain or expand their competitive advantage. Understanding incentives for management
provides an indicator of how committed they are to allocating capital in order to produce long-term shareholder value.

* Principle 3: the power of compounding forms the basis for achieving sustainable and consistent outperformance
Our long-term investment horizon, and focus on quality, leads us to select investments that we believe can compound
returns. Typically, this is derived by returning excess cash flow to shareholders through dividends and share
repurchases. The important element is the snowballing effect of compound earnings on reinvested earnings, which is a
very powerful contributor to total returns. An investor not only receives capital appreciation, but also any dividends that
accumulate and the potential significant impact from net share repurchases over time.

Investment philosophy in practice

Below are examples of how our core investment principles have influenced our ongoing investment decisions (please
note that these are not recommendations but are examples of how we implement our core principles, and how they
work as part of a wider portfolio rather than as individual investments):

JOHNSON & JOHNSON: Stable cash flow and a high return
on capital

MASTERCARD: The importance of valuation

MasterCard is one of the original investments since

the fund was launched and is a good examp|e of a Investors in Johnson & Johnson have I’eaped handsome

high-quality business. The company operates in a
duopolistic market alongside Visa and, as a result,
benefits from stable pricing. The business model
does not require large amounts of capital to grow as
the company can accommodate one transaction or
one million transactions without spending extra
money. This means that more money (what we call
free cash flow) is left over for investors in the longer
term.

That said, poor, decent and great businesses all have
market prices which we have to evaluate against our
assessment of intrinsic value. MasterCard is firing on
all cylinders, growing sales in excess of the market’s
expectations. The concern is that overly optimistic
sales growth is being reflected in the current share
price.

With no fundamental change to the business
prospects and competitive position of the company,
the question then comes down to valuation. What
price do we estimate the business to be worth? The
assumptions in our financial model meant that the
shares were trading above what we believed them to
be worth. Our process dictates a strict sell discipline
that came into effect. We trust our process to find a
replacement or we simply wait until MasterCard
offers compelling value for our clients once again

rewards over any time period worth measuring. Since the
fund’s launch in early 2014 to the end of December 2018,
Johnson & Johnson has delivered returns of 59% in US dollars
versus 24% for global equities.

So, why is this company able to deliver returns to its
shareholders which seem to defy what is otherwise available
to passive investors? Johnson & Johnson have maintained
very high returns on capital over the last decade. This means
that for every dollar that they re-invest back into the
company, they are getting higher positive returns on those
investments than the average stock in the market, and these
returns are broad-based. Some come from internal initiatives
such as developing a new drug (organic growth), and some
from acquisitions (inorganic growth). Whether the growth is
organic or inorganic, Johnson & Johnson have been able to
make good returns on these investments. High returns on
capital combined with a growing stream of cash flow
available to shareholders leads to good outcomes when a
combination of these factors can be maintained over time.

We believe the company’s ability to grow is set to continue
given its cumulative $53bn spend on research and
development over the last six years alone. Looking ahead we
calculate that earnings before interest and tax will grow to
$30bn by 2020 versus $17bn in 2012. This equates to a
compound growth rate of 7% per annum, not very impressive
to the average observer but very compelling for a long-term
investor given the high returns on capital currently maintained
by the company.



FACEBOOK: Long-term growth potential over short-termm woes

During the year we decided to initiate a position in Facebook. A quick scan of the broadsheets will confirm that
Facebook is a company that has been in the news for the wrong reasons. The most serious issues include the
Cambridge Analytical scandal, hiring a PR company to spread misinformation about certain critics, and their platforms
being used by Russian hackers to influence western elections. The share price has de-rated more than 20% since the
beginning of the year as a result.

So why the investment? The largely negative coverage of Facebook’s business has clouded many of the bullish drivers
that are still underpinning the stock’s growth.

We believe that the market is ignoring what an attractive business Facebook is in the long-term. There are now more
than 2.6 billion people that use at least Facebook, Instagram, WhatsApp or Messenger each month (these platforms
are owned by Facebook). Each interaction allows the company to collect data which then allows advertisers the
chance to target consumers ever more efficiently. Positive network effects have entrenched this advantage - the value
of each of these services to each individual user increases as more users join over time. If all your friends are on
Instagram, that platform is more attractive than if only half of them use it. It is this virtuous cycle of sustained growth
that entrenches Facebook’'s competitive strength.

Given this strength we think that these platforms are still considerably under-monetised. Messenger and WhatsApp are
currently not monetised at all. This is despite more photos, videos and links being sent on these two platforms than
Facebook’s other social sites. Instagram is still in experimental stage, with the company looking into different ways to
make impact with Stories. And Facebook itself has more levers to pull, be it with groups or video. With only 44% of
media advertising spend currently in digital, we feel the revenue growth opportunity is still significant.

Whether Facebook ends up being a good investment is yet to be seen. However, we feel we are invested in a
company with huge growth potential at a very reasonable price. We have been here before, most notably with Google.
In 2014 Google was being penalised for its poor corporate governance structure. We felt concerns were overdone and
once a restructuring took place at the search engine giant, a re-rating soon followed. If we can invest in a high-quality
company with what we see as an overly depressed valuation, we will take that opportunity every time.

Source: Bloomberg
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Important Information

The Fund has holdings which are denominated in currencies other than sterling and may be affected by movements in exchange rates. Consequently the value of an
investment may rise or fall in line with the exchange rates.

The value of this portfolio is subject to fluctuation and past performance is not necessarily a guide to future performance. The performance is calculated for the portfolio
and the actual individual investor performance will differ as a result of initial fees, the actual investment date, the date of reinvestment and dividend withholding tax. All
terms exclude costs. Fluctuations or movements in exchange rates may cause the value of underlying investments to go up or down. Do remember that the value of
participatory interests or the investment and the income generated from them may go down as well as up and is not guaranteed, therefore, you may not get
back the amount originally invested and potentially risk total loss of capital. Therefore, the Manager does not provide any guarantee either with respect to the capital
or the return of a portfolio. The Manager has the right to close any Portfolios to new investors to manage them more efficiently in accordance with their mandates.
Collective Investment Schemes are traded at ruling prices and can engage in borrowing and scrip lending. Collective Investment Schemes (CIS) are generally medium to
long term investments. A schedule of fees and charges and maximum commissions is available on request free of charge from the Manager, the Investment Manager or
at www.sanlam.ie.

Issued and approved by Sanlam Investments. Sanlam Investments is the trading name for our two Financial Conduct Authority (FCA) regulated entities: Sanlam FOUR
Investments UK Limited (FRN 459237), having its registered office at 1 Ely Place, London ECIN 6RY and Sanlam Private Investments (UK) Ltd (FRN 122588) having its
registered office at 16 South Park, Sevenoaks, Kent, TN13 TAN.

The Fund is a sub-fund of the Sanlam Universal Funds plc, a company incorporated with limited liability as an open-ended umbrella investment company with variable
capital and segregated liability between sub-funds under the laws of Ireland and authorised by the Central Bank. The Fund is managed by Sanlam Asset Management
(Ireland) Limited, Beech House, Beech Hill Road, Dublin 4, Ireland, Tel + 353 1 205 3510, Fax + 353 1 205 3521 which is authorised by the Central Bank of Ireland, as a
UCITS Management Company and Alternative Investment Fund Manager, and is licensed as a Financial Service Provider in terms of Section 8 of the South African FAIS
Act of 2002. Sanlam Asset Management is a registered business name of Sanlam Asset Management (Ireland) Limited. Sanlam Asset Management has appointed Sanlam
FOUR Investments UK Ltd as Investment Manager to this fund.

This document is provided to give an indication of the investment and does not constitute an offer/invitation to sell or buy any securities in any fund managed
by us nor a solicitation to purchase securities in any company or investment product. It does not form part of any contract for the sale or purchase of any investment.
The information contained in this document is for guidance only and does not constitute financial advice.

The fund price is calculated on a net asset value basis, which is the total value of all assets in the portfolio including any income and expense accruals. Trail commission
and incentives may be paid and are for the account of the manager. Performance figures quoted are from Sanlam FOUR and are shown net of fees. Performance figures
for periods longer than 12 months are annualized. NAV to NAV figures are used. Calculations are based on a lump sum investment.

Please note that all Sanlam FOUR Funds carry some degree of risks which may have an adverse effect on the future value of your investment. Any offering is made only
pursuant to the relevant offering document, together with the current financial statements of the relevant fund, and the relevant subscription/application forms, all of
which must be read in their entirety together with the Sanlam Universal Funds plc prospectus, the Fund supplement, the MDD and the KIID. All these documents explain
different types of specific risks associated with the investment portfolio of each of our products and are available free of charge from the Manager or at www.sanlam.ie.
No offer to purchase securities will be made or accepted prior to receipt by the offeree of these documents, and the completion of all appropriate documentation. Use
or rely on this information at your own risk. Independent professional financial advice should always be sought before making an investment decision as not all
investments are suitable for all investors.

The opinions are those of the author at the time of publication and are subject to change, without notice, at any time due to changes in market or economic conditions.
Whilst care has been taken in compiling the content of this document, neither Sanlam FOUR nor any other person makes any guarantee, representation or
warranty, express or implied as to its accuracy, completeness or fairness of the information and opinions contained in this document, which has been prepared in good
faith, and to the fullest extent permissible under UK law. Some parts/sections of this document may been compiled from external sources. Whilst these sources are
believed to be reliable, the information has not been independently verified and is subject to material amendment, revision and updating, therefore no
representation is made as to its accuracy or completeness. No reliance may be placed for any purpose whatsoever on the information, representations or opinions
contained in this document nor shall it or any part of it form the basis of or act as an inducement to enter into any contract for any securities, and to the fullest extent
permissible under UK law no liability is accepted or any such information, representations or opinions. The comments should not be construed as a recommendation of
individual holdings or market sectors, but as an illustration of broader themes.

Statements in this document that reflect projections or expectations of future financial or economic performance of a strategy, or of markets in general, and statements
of any Sanlam FOUR strategies’ plans and objectives for future operations are forward-looking statements. Actual results or events may differ materially from those
projected, estimated, assumed or anticipated in any such forward-looking statement. Important factors that could result in such differences, in addition to the other
factors noted with forward-looking statements, include general economic conditions such as inflation, recession and interest rates, political or business conditions or in
the tax or regulatory framework in the UK or other relevant jurisdictions, any of which could cause actual results to vary materially from the future results implied in
such forward-looking statements. No assurance can be given as to the future results that will be achieved.

Sanlam FOUR makes no representation as to whether any illustration/example mentioned in this document is now or was ever held in any Sanlam FOUR Fund or Model
Portfolio. Examples / lllustrations shown are only for the limited purpose of analysing general market, economic conditions or highlighting specific elements of the
research process.

All of the information herein should be treated as confidential material with no less care than that afforded to the addressee’s own confidential material of the
most sensitive nature

Neither Sanlam FOUR nor any other person accepts responsibility or liability whatsoever for any loss howsoever arising, either directly or indirectly from any use of this
presentation or its contents or otherwise arising in connection therewith. It should not be copied, faxed, reproduced, divulged or redistributed or passed on, directly or
indirectly, to any other person or published in whole or in part, for any purpose, without the express written consent of Sanlam FOUR.

This document may constitute material non-public information, the disclosure of which may be prohibited by law, and the legal responsibility for its use is borne
solely by the recipient.

There is no certainty the investment objectives of the portfolios or strategies mentioned in this document will actually be achieved and no warranty or representation is
given to this effect.

Sanlam FOUR funds mentioned in this document are only available for sale in certain jurisdictions. For the avoidance of doubt, this document is not intended to
promote these Funds to any person in any jurisdiction where such promotion is not permitted under applicable laws and regulations. Potential investors in
these Funds should inform themselves of the applicable laws and regulations of the countries of their citizenship, residence or domicile and which might be relevant to
any type of transaction in shares/units of our Funds. By accepting the terms of this disclaimer, you expressly acknowledge that you are, as the case may be, an investor
who is legally or otherwise duly authorised to seek information about our FundsNSO119(16)0419 UKRet.



