Discovery Global Value Equity Feeder Fund
management team: global value stocks
outperforming and positioned for growth

GLOBAL VALUE STOCKS PERFORMANCE

Since the market crash in March 2020, there have been two periods where the Discovery Global Value
Equity Feeder fund portfolio has significantly outperformed the MSCI AC World Index; firstly, in
November 2020 and then again over February 2021. A lot of what happened last November was akin to
a Value / COVID recovery ‘'shock’, with the value factor having its best single day in history on some
measures. This occurred, when news of the efficacy of the Pfizer vaccine was released on 9 November.

This was especially welcome news for the travel-related stocks held on the portfolio.

In February this year, however, the outperformance was delivered against a much flatter market
backdrop, and from a much broader spread of portfolio themes. Rising interest rate expectations
benefitted banks and other financial holdings, more encouraging vaccine data and government noises
benefitted travel stocks, signs of inflation benefiting our cyclical stocks and value stocks generally, and
some stock-specific good news. The outperformance generally built more steadily through February,
as opposed to the one-off lurch upwards when Pfizer vaccine data were released in November 2020.

This can be seen in the chart below which contrasts the ‘value factor’ performance versus other factors
on 9 November 2020 and the month of February 2021. While the magnitude of value outperformance
might look similar in both periods (especially in contrast to momentum and quality factors), you will
notice that the November chart is based on just a 24 hour period, whereas the February chart covers
24 days.
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Factor performance 9 November 2020: Response to the
COVID-19 Vaccine announcement on 9 November 2020
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Factor performance: February 2021
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So, outperformance in February this year was a lot broader, and more sustained given there was no
short sharp shock like there was in November. Year-to-date, we've seen value factors have
outperformed across the board in both Europe and the US, as per the charts below.
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8.0% European factor performance year-to-date
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Chart shows the performance year-to-date of long/short factors and sector-neutral factors.
Source: MSCI, Factset, Bernstein analysis
" Source: Profile as of the end of February 2021

US factor performance year-to-date
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Chart shows the performance year-to-date of long/short factors and sector-neutral factors.
Source: MSCI, Factset, Bernstein analysis

PORTFOLIO POSITIONING

The positive vaccine developments of the last six months have been particularly beneficial for the
substantial exposure we had taken to “reopening stocks”, i.e. those that would benefit from the end of
the pandemic. Some examples here are low-cost intra-European airline Easylet, aircraft leasing
company AerCap, jet engine manufacturer Rolls Royce, and online travel booking website Booking.com.
While some travel and “economic reopening” shares have performed so well as to price in a full
recovery, we continue to find attractive opportunities in these themes and the Discovery Global Value
Equity Feeder portfolio retains a significant exposure to them.
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CONCLUSION

In conclusion, during a dynamic investment period in the wake of a global pandemic, there are
indications that global value stocks are positioned to provide strong relative returns.

Disclaimer

Discovery Life is a registered long-term insurer registered under the South African Long Term Insurance Act of 1998 and an authorised financial
services provider (registration number 1966/003901/06). Discovery Invest is an authorised financial services provider (registration number
2007/005969/07). All benefits are offered through the insurer. The insurer reserves the right to review and change the qualifying requirements for
benefits at any time. Product rules, terms and conditions apply.

The views and opinions expressed in this article are for information purposes only and should not be seen as advice as defined in the Financial
Advisory and Intermediary Services Act. Discovery shall not be liable for any actions taken by any person based on the correctness of this
information. For full details on the products, benefits and any conditions, please refer to the relevant fact file. For tailored financial advice, please
contact your financial adviser.

For the full CIS disclosure and risk statement, go to:
CIS disclosure:
http://www.discovery.co.za/assets/discoverycoza/corporate/cis-disclosure.pdf

Risk disclosure:
http://www.discovery.co.za/assets/discoverycoza/corporate/risk-disclosure.pdf
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