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INVESTMENT OBJECTIVE

The Emperor Asset Management fund seeks to maximise long-term returns. Emperor Asset
Management aims to produce returns well in excess of the JSE AlsiTop40.

STRATEGY

Emperor Asset Management has a unique, algorithm-based quantitative strategy. The strategy
targets two classes of companies: Those with high dividend yields and those with high-mo-
mentum. High-momentum stocks are stocks with high returns over the past three to 12 month
and high dividend stocks are identified through historical and forecasted dividend yields.

A risk profile assessment undertaken by all clients determines the percentage of cash to be
held, as well as the gearing level. For a conservative client, we would consider investing 50%
of the capital in shares with high dividend yields and the remaining 50% of capital in shares
with high momentum which delivers capital growth.

FUND FEATURES

The fund utilizes derivative instruments. CFDs provides us with a gearing option, giving us
the tools to better manage market volatility and risk. Gearing also allows you to take larger
positions than you would normally be able take. If market prices are falling, normally it would
be expensive to sell your portfolio, in the example of normal vanilla equities. Using CFDs,
we can increase the clients’ cash holdings and decrease the equity portion, to adjust risk al-
locations whilst keeping costs minimal. This provides scope to de-risk or adapt the portfolio
according to market conditions without eating into profits.

The fund holds a portfolio of 24 stocks, which are allocated to client portfolios in amounts
according to their risk appetite. While each client has 24 stocks, certain stocks can be ex-
cluded, for example, if a client is prohibited from owning SABMiller because of Shariah law,
the account is flagged as such and that counter will not be added to his portfolio. Any such
restrictions a client might have will be flagged, allowing us to offer a unique solution specific
to you the client.

The fund is fully transparent, with clients receiving monthly or even daily investment state-
ments that include alpha and beta levels, together with upside and downside capture.

CUMLATIVE RETURNS
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PORTFOLIO TOP TEN HOLDINGS

Receive income monthly

from the cash & dividend Sector Distribution _ Share U Weight % move 6m
A AT Financigl services cml 12.3% 16.4%
. . Tmt mrprice 11.0% -0.3%
ment or choose to reinvest it 14.32% o richmont 10.0% 15.2%
into your investment while Industrial ' , Lft barworld 8.8% 4.5%
. . 2R Gold & Plat  Me€tOTeX 8.7% 25.7%
preserving your capital i exxaro 8.3% 28.2%
at the same time. ] kumbaio 8.3% 16.8%
s I_Lonsumcr shoprite 829, 3.2%
20.88% bats 8.0% 18.6%
Resources naspersn 7.8% 3.2%
Fees Annual Management Fees
Intial Fund Fee 0% Management* 1.2%

Sharing Fee # 20%

*Calculated on net asset value #The manager shares in the fund performance above the bench-
mark, JSE ALSI Top 40. If the fund performs in line with its ALSI benchmark then the annual
management fee is 1.2%. Fees are shown excluding VAT.

FUND PERFORMANGE

Total Return Composite JSE Alsid0
Last 12 Months 18.7% 9.6%
Last 3 Years 90.0% 52.1%
Last 5 Years 135.6% 35.3%
Since Inception 290.3% 173.0%
Annual Return Composite JSE Alsid0
Last 12 Months 18.7% 9.6%
Last 3 Years 23.8% 15.0%
Last 5 Years 18.7% 6.2%
Since Inception 20.9% 15.0%
RISK AND PERFORMANGE SINGE INGEPTION
Return Composite JSE Aisi40
Total Return 290.3% 173.0%
Annualised Return 20.9% 15.0%
Best Month 16.7% 12.9%
Worst Month -13.6% -14.9%
Max Drawdown -38.4% -44.8%
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PERFORMANCE RATIOS

Performance Ratios Composite JSE Alsid0
Alpha (% pm) 0.58% 0.00%
Beta 0.92 1.00
Upside Capture 111.9% 100.0%
Downside Capture 91.4% 100.0%
RISK RATIOS

Risk Ratios Gomposite JSE Alsid0
Annualised Std Deviation* 21.9% 18.8%
Annual Downside Std Dev 10.5% 10.0%
Relative Volatility Risk 116.3% 100.0%
Downside Volatility Risk 105.2% 100.0%

*Standard Deviation: Measures the volatility of investment return. The higher the standard
deviation, the more volatile the fund’s returns.

VOLATILITY RISK FACTOR

Volatility refers to the amount of uncertainty or risk measured by the size of changes in a
security’s value. A higher volatility means that a security’s value can potentially be spread out
over a larger range of values. This means that the price of the security can change dramatically
over a short time period in either direction. A lower volatility means that a security’s value
does not fluctuate dramatically, but changes in value at a steady pace over a period of time.

ALPHA OUTPERFORMANGE

A positive alpha of 1.0 means the fund has outperformed its benchmark index by 1%.
Correspondingly, a similar negative alpha would indicate an underperformance of 1%.

If a CAPM* analysis estimates that a portfolio should earn 10% based on the risk of the port-
folio but the portfolio actually earns 15%, the portfolio’s alpha would be 5%. This 5% is the
excess return over what was predicted in the CAPM model.

*The Capital Asset Pricing Model (CAPM) is an economic model that describes the expected
return on an asset as a function of both the time value of money and the asset’s risk relative
to the overall market. The model implies that because risks unique to individual assets can
be eliminated through diversification, the only risk that investors need to concern themselves
with is overall market risk.

BETA RISK FACTOR

A Beta of 1.5 means that the expected volatility of the share is 1.5 times higher than that of
the market. For example, if the market has a profitability of 20% in a determined period, a
company that has a Beta of 1.5 means that its share will generate a profitability of 30% in the
same period. Another example is if the Beta of a company is 1.2 in relation to the market, you
will expect that the volatility of the share of this company will be 20% higher than that of the
market.

The higher the Beta, the greater is the risk of a share in relation to the rest of the market. Usu-
ally, most of the shares have Betas with values between 0.8 and 1.4.
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UPSIDE MARKET CAPTURE

An investment manager who has an up-market ratio greater than 100 has outperformed the
index during the up-market. For example, a manager with an up-market capture ratio of 120
indicates that the manager outperformed the market by 20% during the specified period. Many
analysts use this simple calculation in their broader assessments of individual investment
managers.

DOWNSIDE MARKET CAPTURE

An investment manager who has a down-market ratio less than 100 has outperformed the
index during the down-market. For example, a manager with a down-market capture ratio of
80 indicates that the manager’s portfolio declined only 80% as much as the index during the
period in question. Many analysts use this simple calculation in their broader assessments of
individual investment managers.

NB: This is not the universe of performance measures, Emperor Asset Management will sup-
ply other performance measures if required.

INVESTMENT TEAM

The Emperor Asset Management investment team is lead by chief investment officer, Tom de
Lange. Tom is responsible for providing the science behind the investment strategy and has
a long and successful history of investing on the JSE. He has averaged a compound annual
return of 20% over the past 25 years and 35% over the past 15 years. Over the years he has
developed a unique, algorithm-based quantitative strategy, which is back tested for 20 years
proving itself as a highly successful model.

DISCLAIMER

This document is for information purposes only and does not constitute or form part of any
offer to issue or sell, or any solicitation of any offer to subscribe for or purchase any particular
investment. Opinions expressed in this document may be changed without notice at any time
after publication. We therefore disclaim any liability for any loss, liability, damage (whether
direct or consequential) or expense of any nature whatsoever which may be suffered as a
result of or which may be attributable, directly or indirectly, to the use of or reliance upon the
information. The value of participatory interests may go down as well as up and past perfor-
mance is not necessarily a guide to the future. FIRST WORLD TRADER (PTY) LTD trading
as Emperor Asset Management is an authorised financial services provider; Registration no.
1999/000113/07. This information is factually correct as at March 2011.
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