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Investing: 
COVID-19 
volatility and 
uncertainty 
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COVID-19 vaccinations 

Source: Ourworldindata.org

Cumulative COVID-19 vaccination dose administered per 100 people*

*This is counted as a single dose, and may not equal the total number of people vaccinated, depending on the specific dose regime (e.g. people receive multiple doses).  
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Rearview mirror investing can be dangerous 

Source: Refinitiv

Total return in US$ from Dec 2010 to Dec 2020

0

50

100

150

200

250

300

350

400

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Va
lu

e 
of

 U
S$

10
0 

in
ve

st
ed

S&P500 Total Return USD 88-Day Deposit



4

Rearview mirror investing can be dangerous 

Source: Refinitiv

Total return in US$ from Dec 2000 to Dec 2010
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FAAANM stocks account for most of S&P outperformance

Source: Thomson Reuters DataStream, data to 03.02.2021 (NvdM04022021ns)
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S&P 500 

31 December 2020 | Source: Refinitiv. Weights shown are the market capitalisations of the selected stocks as a percent of the S&P 500.

The top 5 shares dominate even more today than in 2000
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Frothy US market: Major tech IPOs appear disconnected    
from recent private valuations

31 December 2020 | Source: Capital IQ, Crunchbase, Reuters, TechCrunch. IPO = Initial Public Offering. *Latest private valuation for Palantir at September 2020, Unity at July 2019, 
Doordash at June 2020, Snowflake at February 2020, Airbnb at April 2020.

$25 $6 $16 $12 $18

$41 $42 $45

$80 $87

$0

$10

$20

$30

$40

$50

$60

$70

$80

$90

$100

U
S$

 b
n

Latest private valuation*
Current market capitalisation

x Trailing EV^/ 
Revenue multiple

x
Increase since last 
private valuation 
(expressed as 
multiple, rounded)



8

Auto sector: Massive disparity in valuations

04 March 2021 | Source: Company reports, Thomson Reuters, AG Estimates.
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The auto industry currently faces several challenges 

31 August 2020 |  Source: Bloomberg, S&P Capital IQ, Refinitiv, Tesla, Orbis. ^OEMs: original equipment manufacturers. *Refers to new passenger car sales (quarterly) in the US, 
Western Europe, Japan, India and China. Image used with permission of Bloomberg L.P. Copyright (c) 2020. All rights reserved. 

(1) The cycle – auto sales have been declining due to decreased demand from 
China and stagnant demand in developed markets, with further declines in 2020.
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(2) Electrification - traditional OEMs^ 
face threat of disruption from new entrants 
and stricter emission standards.

(3) Peak car – structural decline in private 
car ownership as users switch to using 
ride-hailing apps and autonomous vehicles.



10

Honda and BMW look better placed than valuations suggest

Source: Bloomberg, FutureCar, Refinitiv, Orbis. *Long term average price to book value calculated using data as far back as information is readily available. ^Weighted average return 
on equity (RoE) over the latest 10 years. Trailing 12 month price to book value and dividend yield. Weighted median values used for the FTSE World Index. †Electric vehicles. ǂ Total 
annualised return in USD from 31 December 1989 to 31 Aug 2020.

7

 Honda BMW FTSE World Index

Long-term average price to book value* 1.4x 1.8x 2.9x

Current price to book value 0.6x 0.7x 5.3x

Return on equity^ 8% 15% 16%

Dividend yield 4.1% 4.2% 1.6%

Total return (US$)ǂ 6.3% 9.6% 7.3%

High quality motorcycle business:
§ World’s largest motorcycle manufacturer
§ Consistently earns >10% operating margins
§ 75%+ market share in key markets 7

Premium brand:
§ Well-positioned to meet emissions targets 

through early and extensive investment in EVs†

§ Premium brand allows it to pass on higher cost 
of EVs to wealthy customer base, and earn 
higher margins and returns on capital
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Central bank balance sheet expansion 

Source: Bloomberg

The US Federal Reserve’s balance sheet
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US interest rates

Source: Thomson Reuters, USA Federal Reserve (RKJ12032021ns)

10-year US Treasury Bill yield
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Domestic equity 

Source: Thomson Reuters, USA Federal Reserve (RKJ12032021ns)
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Fixed interest

31 December 2020 | Source: Statistics Botswana 
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Thank You



16

General disclaimer

No information provided should be construed, or relied on, as advice. If you require financial and/or investment advice, please engage the services of an 
independent financial adviser. “Allan Gray” means or includes Allan Gray Proprietary Limited, its holding company and all of its subsidiary and associate companies, 
including Allan Gray (Botswana) (Proprietary) Limited. Allan Gray cannot be held responsible for any damages or losses that occur from transactions and/or services 
in contravention of the relevant laws or regulations of the investor’s home jurisdiction. Past performance is not necessarily a guide to future performance.
Allan Gray has taken and will continue to take care that all information provided, in so far as this is under its control, is true and correct. However, Allan Gray shall 
not be responsible for and therefore disclaims any liability for any loss, liability, damage whether direct or consequently 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 any information provided. 

Foreign funds

While the Funds have been approved to market their shares to the public in Botswana, by the Regulatory Authority of Botswana, the Funds are not supervised or 
licensed in Botswana. The Allan Gray Frontier Markets Equity Fund, Allan Gray Africa Funds, Orbis Equity Funds and Orbis Optimal Funds are incorporated under 
Bermudian laws and are supervised by the Bermuda Monetary Authority. The Orbis SICAV Emerging Markets Equity Fund, Orbis SICAV Global Balanced Fund and 
Orbis SICAV Japan Equity Funds are incorporated under Luxembourg laws and supervised by the Commission de Surveillance du Secteur Financier. 

Tax note

In accordance with section 11(i) of the Botswana Income Tax Act (Chapter 52;01), an amount accrued to any person shall be deemed to have accrued from a 
source situated in Botswana where it has accrued to such person in respect of any investment made outside Botswana by a resident of Botswana, provided that 
section 11(i) shall not apply to foreign investment income of non-citizens resident in Botswana. Botswana residents who have invested in the shares of the Funds 
are therefore required to declare income earned from the Funds when preparing their annual tax returns.
The Facilities Agent for the Funds in Botswana is Allan Gray (Botswana) (Proprietary) Limited at 2nd Floor, Building 2, Central Square, New CBD, Gaborone, where 
investors can obtain a prospectus and financial reports.

Performance

Performance figures are for lump sum investments with income distributions reinvested. Actual investor performance may differ as a result of the investment date, 
the date of reinvestment and dividend withholding tax. Movements in exchange rates may also be the cause of the value of underlying inter national investments 
going up or down. Different classes of units apply to the Equity, Balanced, Stable and Optimal funds only and are subject to different fees and charges. 

Legal notes
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J.P. Morgan Index

Information has been obtained from sources believed to be reliable but J.P. Morgan does not warrant its completeness or accuracy. The Index is used with 
permission. The Index may not be copied, used, or distributed without J.P. Morgan’s prior written approval. Copyright 2020, J.P. Morgan Chase & Co. All rights 
reserved.

FTSE World Index

FTSE is a trademark of the London Stock Exchange Group of Companies. The FTSE World Index is calculated by FTSE International Limited (“FTSE”) in 
accordance with standard criteria and is the proprietary information of FTSE. All copyright subsisting in the FTSE World Index values and constituent lists vests in 
FTSE. All its rights are reserved.

Copyright notice

The content of this presentation is owned by Allan Gray or its licensors and protected by copyright and other intellectual property laws. All rights not expressly 
granted are reserved. Allan Gray authorises you to use the content, but only for informational, non-commercial and private purposes.

Legal notes


