Annexure 1

Obsidian Investment Process

STEP ONE

Micro Research

To establish valuation

Profitability

Growth

Absolute

PARALLEL PROCCESSES (equally important)

!

Macro Research

To examine profit drivers

Nominal GDP.

Lagging
Indicators

Core Inflation
Inflation Models

Margin Analysis

Commodity
Forex

Commodity

EM &RSA
Risk Premia

Wage Growth
Unemployment

“5 - Block Process” “Macro Toolkit”

l “Marry Valuation with the Cycle*” 1
Screening Results Macro View
l *Cycle = Profit Drivers
Outcomes

Stock screens well v Profit drivers positive v Further analysis (BUY) —— STEPTWO
Stock screens well v Profit drivers negative x No action, “Value Trap”

Stock screens poorly x Profit drivers negative x Further analysis (SELL/SHORT) —+——>  STEP TWO
Stock screens poorly x Profit drivers positive 4 No action

OUTLOOK FORMULATED FOR 12-24 MONTH PERIOD

Detailed analysis and debate amongst team
Engaging company management

STEP TWO - FURTHER ANALYSIS BABINE company manag N
Team consensus on investment decisions

Decisions made

Benchmark agnostic

Bet size correlated to investment conviction
STEP THREE - PORTFOLIO CONSTRUCTION < . . . . o
Diversify holdings if expected returns are similar

Bet size material enough to impact return profile

Liquidity

AGL, BIL, AMS, IMP, SOL,
ANG, HAR, BAW, ACL

Exposure assessed ito each triangle

STEP FOUR - RISK ANALYSIS <

Macro analysis to mitigate stock risk

CPI, MPC, APN, NPN,
COH, MDC, FBR /" Defensive / rand

“What if” analysis / stress testing

\_ Continuous portfolio review

BTI, SAB, TBS, MTN, VOD



