


BUSINESS OVERVIEW 
ROY ETTLINGER



3

Credo business overview

▪ Independent group founded in 1998

▪ Today circa 70% of equity owned by executives / employees

▪ Offices in London, Geneva, Johannesburg, Cape Town, Pretoria & Port Elizabeth 

▪ Employs over 90 people



Credo Wealth provides solutions to both:
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Financial Intermediaries

28 Financial Intermediaries,

with Assets under Custody of £1b

Private Clients

Assets under

Management of £1.5b

Business offering



£60m

1998

£2.5bn
2017

2015

£1.6bn

2016

£2bn
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Assets under administration

25%

25%



▪ Provide our clients with personal service 

▪ Focus on long-term success 

▪ To build relationships based on trust
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Business philosophy



▪ Technology, continuing investment in our IT infrastructure

▪ Investment solutions / Products

▪ Our people, increased staffing both UK and in SA

Strategic focus
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No of Accounts

Staff Numbers

974

6,508

38

90

Information Technology: 14

Client Services: 10

Investment Team: 9

Number of client accounts & staff
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Roy Ettlinger CEO 19 years

Alan Noik Managing Director 17 years

Rupert Silver Director 17 years

Jarrod Cahn Director 16 years

Debra Chalmers Legal & Compliance Director 13 years

Alan Milstein Financial Director 12 years

Deon Gouws CIO 5 years

Greg Roediger Non-Executive Director 19 years

Average 15 years

Length of service
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“The best time to plant a tree was 20 years ago
The second best time is now.”
Ancient African Proverb

In conclusion - 1
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In conclusion - 2

“Compound interest is the

eighth wonder of the world.

He who understands it,

earns it… he who doesn’t…

pays it”

Albert Einstein



PRODUCT UPDATE AND LAUNCH
ALAN NOIK
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Performance to 30 April 2017 (USD)
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Performance since inception* to 30 April 2017 (USD)

(*) BIP inception: 14 April 2011
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Performance to 30 April 2017 (USD)
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Performance since inception* to 30 April 2017 (USD)

(*) DGP inception: 28 December 2012
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▪ Launched 1 March 2016

▪ $1 per share (24/5: $1.27)

▪ £: +36%

▪ Weekly dealing

▪ Daily dealing, UCITS regulated version, 3 July



95

100

105

110

115

120

125

130

135

140

Mar-16 May-16 Jul-16 Sep-16 Nov-16 Jan-17 Mar-17

Coronation Global Equity

Orbis Global Equity
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Mundane World Leaders
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24.6%

22.9%



Last year
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“One of the key problems today is that politics is such a disgrace, 

good people don't go into government”

Donald Trump



Major world events since last years’ conference
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▪ 23 June 2016 Brexit vote

▪ 8 November 2016 US election 

▪ 8 May 2017 Macron trounces Le Pen

▪ 8 June 2017 UK general election

▪ 1 July 2017 The next big event…
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L A U N C H  O F  T H E
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Our strategy

EQUITIESEQUITIES

FIXED
INCOME

EQUITIES

FIXED
INCOME

EQUITIES
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▪ Balance of income and capital growth

▪ Broad depth of expertise in both fixed income and equity markets

▪ Flexibility to allocate capital across asset classes depending on market conditions

▪ Sterling denominated
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Investment team

Rupert Silver

Senior Portfolio Manager

Benjamin Newton

Portfolio Manager

Ainsley To

Research Analyst

John Verkroost

Portfolio Manager

Jason Spilkin

Portfolio Manager

Alison Norbury

Equity Analyst

Deon Gouws

Chief Investment Officer

Jarrod Cahn

Senior Portfolio Manager
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Sample holdings MAP 70/30 Weight (%)

AQR Global Defensive Equity 8.5

Dimensional Global Targeted Value 9.4

DB X-trackers S&P500 Equal Weight 10.9

Hermes Asia ex Japan 5.3

iShares MSCI World 20.6

Total 54.8

AQR Global Defensive Equity 8.5

Dimensional Global Targeted Value 9.4

Hermes Asia ex Japan 5.3

DB X-trackers S&P500 Equal Weight 10.9

iShares MSCI World 20.6
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Portfolio Performance (USD) Annualised

Return (%) YTD 1 Month 3 Month 1 Year S. Inception

Multi Asset - 70/30 6.2 1.2 4.6 12.4 3.1

Benchmark 5.7 1.1 3.9 10.6 3.0

Relative 0.5 0.1 0.7 1.8 0.1



Want to keep informed?
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credogroup.com

31

- Subscribe to our updates



THE ALLURE OF THE OUTLIER
AINSLEY TO



▪ All decisions boil down to estimating two components

▪ Today is a focus on outliers - observations or events with small probabilities of occurring

Probability - key to calculating expected value

Expected Value = Value of Gain x Probability of Gain

33



▪ Gamble A: Remove 1 bullet from a gun that contains 1

▪ What is the most you would pay?

▪ 1 out of 7, or a ~14% of getting shot

How do you weight small probabilities?
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▪ Gamble B: Remove 1 bullet from a gun that contains 4

▪ What is the most you would pay?

▪ 4 out of 7, or a ~56% chance of getting shot

How do you weight “middle” probabilities?

35



▪ We place too much emphasis on small probabilities (A) and too little on middle probabilities (B)

Probability weighting

How much would you pay for an extra 1% chance?

Situation A: 0% chance of winning $10m

Situation B: 65% chance of winning $10m

36



▪ Subjects asked to estimate number of deaths a year for each cause

Probable vs Possible
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Cause of Death Estimate

Less Common Fireworks 331

Flood 863

More Common Heart Disease 25,900

Accidental Falls 2,585

Source: Lichtenstein et al



▪ We overestimate rare events and underestimate common events

▪ Rare events are more likely to make the news

Probable vs Possible

Cause of Death Estimate Actual Error

Less Common Fireworks 331 6 +325

Flood 863 205 +658

More Common Heart Disease 25,900 738,000 -712,100

Accidental Falls 2,585 17,425 -14,840

Source: Lichtenstein et al
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Equities have provided a return over cash
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Outliers in equity market have detracted value
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▪ When are you more likely to check your portfolio?

Volatility

Middle 80% 7.47%

Tail 20% 31.29%
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Equity Returns - Common vs Outliers

Middle 80% of months Tail 20% of months Source: Credo, Shiller



▪ A disproportionate amount of attention is given to 2008

The Possible vs The Probable
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▪ Your Crystal Ball has 90% accuracy in predicting crises

▪ Crises happen 1% of the time

▪ What happens over the long term?

Betting on the outliers

42

“90% of the time, 

it works every 

time ☺”



Betting on the outliers - false positives
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9/10 Correct Crisis (90%)

1/10 Missed (10%)

99/990 False Positive (10%)

891/990 Correct No Crisis (90%)

▪ Over 1000 periods you predict 108 crises, 99 of which are false: 

99/108 = 92% ERROR

CRISIS

(1%)

NO CRISIS

(99%)

Jan 2008



▪ “Far more money has been lost by investors in preparing for corrections,                                                

or anticipating corrections, than has been lost in the corrections themselves.” - Peter Lynch

The Possible vs The Probable
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All risky assets go through periods of losses
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Positive real returns despite bad years

Source: Credo, Bloomberg



▪ Lottery - $100,000,000 prize, 1,000,000 players. 

▪ Best outcome: $100,000,000 (outlier) vs. Average outcome: $100 vs. Median outcome : $0 (most relevant)

▪ The media only pays attention to the winner

Availability bias - the media puts our focus on outliers
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Only the outlier gets on TV How many of the worst fund managers can you name?



▪ The same screen time for the 3,315 US funds that have underperformed their benchmarks              

over the last 15 years?

Availability bias - what would media equality look like?

48

5 minutes 23 days



Buying yesterday’s lottery ticket
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▪ A lottery like stock is one with a recent large positive return
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Buying yesterday’s lottery ticket is a losing strategy
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Buying yesterday’s lottery ticket with a lot of retail attention
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▪ Effect is magnified on lottery stocks with retail investor attention
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What if you knew tomorrow’s winning lottery ticket
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▪ What if 20 years ago you had a crystal ball that told you today’s biggest winners?

Amazon
S&P 

500

Ann. Return 35.04% 7.13%

$1 invested $509 $4.17
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Amazon.com S&P 500 TR Source: Credo, Thomson Reuters

May 2017 was 20th anniversary of Amazon.com IPO



Peak to trough losses along the journey
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Worse than -20% drawdowns in 16 of the last 20 years
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Focus less on the Possible and more on the Probable
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“With every new wave of optimism or pessimism,

we are ready to abandon history and 

time-tested principles, but cling tenaciously and

unquestioningly to our prejudices”

Benjamin Graham



FREE INVESTMENT ADVICE
SJ DU PREEZ
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Best investment advice ever
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Dosage and directions for use



THE GOOD, THE BAD & THE UGLY
JARROD CAHN
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▪ We believe wealth is created & preserved by following a patient & disciplined investment strategy that is 

focused on the long-term

▪ We follow a value-based approach to investing

▪ We aim to identify matters of strategic importance rather than fixating on short-term news-flows         

and forecasts

▪ We strive to minimise turnover in our portfolios in an attempt to limit transaction costs

▪ We view risk as permanent losses of capital & not in terms of short-term volatility

61

Credo Investment Philosophy 

▪ We believe wealth is created & preserved by following a patient & disciplined investment strategy that is 

focused on the long-term

▪ We follow a value-based approach to investing

▪ We aim to identify matters of strategic importance rather than fixating on short-term news-flows         

and forecasts

▪ We strive to minimise turnover in our portfolios in an attempt to limit transaction costs

▪ We view risk as permanent losses of capital & not in terms of short-term volatility

▪ We believe wealth is created & preserved by following a patient & disciplined investment strategy that is 

focused on the long-term

▪ We follow a value-based approach to investing

▪ We aim to identify matters of strategic importance rather than fixating on short-term news-flows         

and forecasts

▪ We strive to minimise turnover in our portfolios in an attempt to limit transaction costs

▪ We view risk as permanent losses of capital & not in terms of short-term volatility
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Value investing can be a lonely place
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Large cap value vs large cap growth 2017
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Value investing can be a lonely place

▪ Out of vogue

▪ Not exciting, in fact its rather dull

▪ Requires independent thinking, strong discipline

▪ Patience: time to work 

▪ Strong resolve, stomach for short-term volatility

▪ Often you can be too early

▪ Unloved, under-owned stocks
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- The Good

▪ Bought in Best Ideas Portfolio 13/4/2011

▪ Bought on a PE of

$
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- The PC slowdown: Sales in millions of units

Source: Time Magazine, Jan 12, 2014
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- Competition from low end free software
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- Changing of the guard - 4 Feb 2014

Steve Ballmer out Satya Nadella in 
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▪ Bought in Best Ideas Portfolio 26/6/2013

▪ Bought on a PE of 10.5x

- The Bad
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- A good entry point
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▪ 1.5m new accounts opened and 500k credit cards issued 

▪ Fake email addresses and PIN numbers issued

▪ Fees taken on these accounts without knowledge or consent

▪ Reason - to meet high pressure sales targets

▪ Company agreed $185m fine (0.07% of ~$250bn market cap)

▪ 1% (5,300) of workforce fired

▪ John Stumpf hands back $41m unvested equity and resigns

- Fiasco – September 2016
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- Fiasco



76

- Investors have a short memory 
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- Fiasco
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- Prospects

▪ Since the scandal, the stock has underperformed its peer group

▪ Temporary setback 

▪ Interest rate cycle rising

▪ Quality balance sheet 

▪ Trump bump - deregulation in the industry

▪ Discount rating to peer group 
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- The Ugly 

“a high price can make a good business

into a very bad investment,

whereas a low price can turn a mediocre business

into a very sound and profitable investment”

Benjamin Graham
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J Sainsbury share price

▪ Bought in Best Ideas Portfolio and Dividend Growth Portfolio on 06/02/2017

▪ Bought on a PE of 13.5x

- The Ugly 
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- The Ugly 
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- Trouble for the big four supermarkets

City AM - Tuesday 20 October 2015
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- Deflation vs Inflation
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- Argos acquisition - not well received

▪ Paid £1.1bn

▪ Customer loan book of £615m

▪ Net cash of £322m
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- UK Supermarket forward PE ratio 
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Value investing can be a lonely place
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Sticking to your philosophy

▪ Independent thinking, strong resolve, strong discipline

▪ Low expectations

▪ Margin of safety, capital preservation against upside potential 
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The end



INVESTING IN
A POST-TRUTH WORLD
DEON GOUWS



INVESTING IN
A POST-TRUTH WORLD
DEON GOUWS
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Sports Illustrated Swimsuit Indicator: Track Record 1964-2016

American on cover: S&P500 ave. +9.1%

No American on cover: S&P500 ave. +5.9%
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The S&P 500 (1981-1993) 
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Overfitting the S&P 500 
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Overfitting the S&P 500 
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Overfitting the S&P 500
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“…where objective facts
are less influential in shaping public opinion

than appeals to emotion & belief”

2016
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“He tells it like it is.”
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70%
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“That was the largest 
audience to witness 

an inauguration, 
period.”

(Sean Spicer, 21 Jan 2017)
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Trump 2017 Obama 2009
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“I think sometimes we can disagree with the facts.”
(Sean Spicer, 21 Jan 2017)
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The problem with facts…



“agnotology”

- the study of how 
ignorance is 
deliberately 

produced

The problem with facts…
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The problem with facts…
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Stanley Prusiner
Nobel Prize in Medicine 1997 
(for work on Creutzfeldt-Jakob disease)

Sponsored by RJ Reynolds

The problem with facts…
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“Creutzfeldt-Jakob 
disease may be rare, 

but it was exciting 

news. Smoking-
related diseases such 

as lung cancer & 
heart disease aren’t 

news at all.”

(Tim Harford)

The problem with facts…
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He doesn’t hide the truth… he filters it.
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“All we're doing is using 

digital technology to tastefully 

update movies of the past...

by removing cigarettes.”

(Senator Finistirre, Thank You For Smoking)
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Q: “But, in essence, aren’t 

you changing history?”

A: “No, I think we’re 

improving history.”
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Media: Inconsistency
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Media: Incomprehension

Source: Business Insider, SocGen
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Media: Incoherence
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Media: Bias
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Source: Zerohedge

Media: Bias
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2016 – The Year of the Lie
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“Sell Everything” (RBS, 11 January 2016)
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“Sell Everything” (RBS, 11 January 2016)
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18 January 2016
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2016 – The Year of the Lie
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“Sell Everything” (RBS, 11 January 2016)… subsequent 12 month returns
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“Sell Everything”… 12 months later
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2016 – The Year of the Lie
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Boris Johnson (born 19 June 1964)



“No I can’t guarantee it… that was one of the
mistakes that I think the Leave campaign made.”

(Nigel Farage, 24 June 2016)
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Friday 24 June 2016
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Friday 24 June 2016

If Brexit matters to 
your portfolio then 
you’re doing it wrong. 
Really wrong.

144



85

90

95

100

105

110

115

Dec-15 Jan-16 Feb-16 Mar-16 Apr-16 May-16 Jun-16 Jul-16 Aug-16 Sep-16 Oct-16 Nov-16 Dec-16 Jan-17

Global Equities

Global Bonds

“Sell 
Everything”

Brexit

+12.5% in 2mths

2016 – The Year of the Lie
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“Sell 
Everything”

Brexit

2016 – The Year of the Lie
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Wednesday 9 November 2016

147



Wednesday 9 November 2016
To be sure, there is in fact a 
plausible argument in terms of 
which Trump’s presidency is 
likely to be better for the 
economy and markets
compared to what the equivalent 
impact of a Clinton presidency 
might have been. The reason for 
this is simple: if you ignore the 
politically incorrect statements, 
the populist noises and the plans 
to build a wall around Mexico, the 
core Republican policies are 
always more stimulatory and 
business friendly than those of the 
Democrats. Nothing that  either 
Trump or Clinton have said over 
the past few months contradicts 
this basic principle: it is common 
cause for example that Hilary 
Clinton would regulate more 
and tax more and use the 
proceeds to  implement more 
generous social policies.
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Wednesday 9 November 2016

149



85

90

95

100

105

110

115

Dec-15 Jan-16 Feb-16 Mar-16 Apr-16 May-16 Jun-16 Jul-16 Aug-16 Sep-16 Oct-16 Nov-16 Dec-16 Jan-17

Global Equities

Global Bonds

Trump

“Sell 
Everything”

Brexit

+6% in 2mths

2016 – The Year of the Lie

150



Source: Gavekal (7 November 2016)

“Donald Trump winning the election is a possibility that seems to us 
much more likely than the odds currently being given by most 
political experts. 

In this scenario, we foresee:

1. a collapse in the US dollar,
2. a big pullback in stocks,
3. lower bond yields, &
4. a higher gold price.”

The folly of forecasting
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“Don’t believe these phony numbers when 
you hear 4.9% & 5% unemployment. 

The number’s probably 28, 29, as high as 35.
In fact, I even heard recently 42%.”

(Donald Trump)

Trump – the Candidate
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Trump – the President
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“They may have been phony in the past… 
but it's very real now.”

(Sean Spicer, 10 Mar. 2017)
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US Unemployment Rate

Source: US Bureau of Labor Statistics
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2017 – The Year of the Lie (continued)
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FT, 22 May 2017 159
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Brexit Bonanza?
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Brexit Bonanza?
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PS: Pound buffeted?
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Media not the only culprit, though…
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Media: not the only culprit (1)
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Media: not the only culprit (2)

“Every set of published accounts is based on 
books which have been gently cooked or 

completely roasted…

It is the biggest con trick since the Trojan horse.”

(Ian Griffiths, 1986)
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“Blessed is the shareholder who expects 
nothing from a set of accounts, for he shall 

not be disappointed.”

(Ian Griffiths, 1986)

Media: not the only culprit (2)
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▪ We believe wealth is created & preserved by following a patient & disciplined investment strategy that is 

focused on the long-term

▪ We follow a value-based approach to investing

▪ We aim to identify matters of strategic importance rather than fixating on short-term news-flows         

and forecasts

▪ We strive to minimise turnover in our portfolios in an attempt to limit transaction costs

▪ We view risk as permanent losses of capital & not in terms of short-term volatility
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Some #UnfilteredFacts…
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#UnfilteredFact no. 1: Markets are not cheap

Source: R Shiller, Yale University
172



#UnfilteredFact no. 2: Markets can get a lot more expensive
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#UnfilteredFact no. 2: Markets can get a lot more expensive
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Source: The Earnings Scout

#UnfilteredFact no. 3: Corporate earnings in decent shape 
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#UnfilteredFact no. 4: Interest rates… lower for even longer?

Source:
Credo, Bloomberg
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#UnfilteredFact no. 5: The optimists tend to triumph over time
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#UnfilteredFact no. 5: The optimists tend to triumph over time
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In conclusion

179



“Don’t believe everything you read on Twitter”
(Albert Einstein)

And finally…

180



181

@DeonGouws_Credo
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