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Imara estimate that roughly half of a 
typical African country operates in 
the informal sector (more than half in 
West Africa).  Official growth rates 
–particularly those served up by the 
IMF- hugely understate African 
growth.  A further quarter is 
employed within the public sector 
and the remaining quarter works in 
the productive formal sector.    

Reforms are causing a migration 
towards the formal private sector, 
increasing the demand for credit and 
producing the virtuous “emerging 
middle class” effect we are seeking.  
This private sector is typically com-
posed of monopolies and duopolies 
in the “commanding heights of the 
economy”: banking, retailers, 
consumer franchises, insurances.  We    

like to invest in monopolies and 
duopolies.  It’s easier to beat off com-
petition and preserve and grow mar-
gins and productivity; what Warren 
Buffet calls “the moat” round a busi-
ness.

This brings us to the last and perhaps 
most important reason for liking 
Africa.  The companies themselves.

What about the credit crisis?

Although Sub Saharan Africa has also seen its 2009 GDP forecasts slashed, it’s still near the top of the class.....and positive:

China
Middle East
Sub-Saharan Africa

Region

Latin America

Central & Eastern Europe

Asian NIEs

Advanced Economies

Est GDP 2009 (Q108)

+11.0%

+6.0%

+7.0%

+4.0%

+5.1%

+5.0%

+2.0%

Est GDP 2009 (Q109)

+7.0%

+3.5%

+4.0%

+1.0%

-0.4%

-4.0%

-2.0%

Source: Composite of World Bank, IMF, Blakeney, Various Stockbrokers, GTI

Ask The Man From Mars what sort of companies he’d like to invest in following the most serious global financial crisis in 
history.  His wish list would describe African companies:

Companies with little leverage.  Because there is no credit to crunch in most parts of Africa (and 
because of the high free cash flow common to duopolies and monopolies), many companies are unlever-
aged monopolies with a strong local following.

Liquid banks with no toxic assets and soundly based Loan to Deposit ratios.  Old fashioned banking.  
Toxic assets are unheard of in Africa.

Domestic monopolies and duopolies whose power is not threatened by foreign competition or protec-
tionism.  The Global Crisis has made international companies more “inward looking” as they shore up their 
home franchises.  This will make Unilever, Nestle and Citicorp –all of whom have big businesses in Africa, 
many of which can be invested in- very happy indeed.

Commodity producers able to serve the growing needs of China and Asia. 

 The GTI investment programme includes all of these companies.

African Companies Fit the Bill 
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MSCI World World Stk Mkts

MSCI Emerging Mkts Many GTI Markets

Stock Index Global Theme Date High Perf from Low

Oct 07

Nov 07

14.7%

S&P 500 Pharma Ageing Population May 07 12.1%
Bloomberg World Water Water & Ecology Dec 07 12.4%

India Sensex Global Outsourcing Jan 08 15.4%

Bloomberg World Alt Energy Energy + Alt Energy Dec 07 28.9%

MSCI China (Free) Developing China Nov 07 42.0%
MSCI Arab Markets Emergying Middle Class Feb 06 6.6%

22.0%

AMEX Gold Bugs Supply Inelasticity Mar 08 115.4%

Nikkei 225 Restructuring Japan Jul 07

Perf from High

-51.8%

-57.8%

-34.5%

-58.8%

-54.8%

-67.2%

-61.5%
-68.6%

-36.6%

-55.0% 16.5%

Global Thematic Investors 
It’s been a helluva month.

Bruce and I spent early February launching the GTI News-
letter at the Orlando World Money show.  We talked to 
over 300 people and –we guess- nearly 5,000 passed our 
stand.  It was clear that people are looking for leadership 
and guidance.  Most looked lost and confused.  It’s not 
surprising.  2008 marked The Death of The Expert.

On the 9th March, the day before the recent rally, two of our 
clients sold out of their entire US equity portfolios.  We 
suspect they were victims of the reasoning explored by the 
second of our writers below.  Judging by stock market 
action, we’re pretty sure they weren’t alone.  But it made us 
sad.  We had pleaded with them to hold on.

Here’s what’s happened in the last 2 years to these long term 
GTI themes in stock market terms:

Date Low

Mar 09

Oct 08

Mar 09

Mar 09

Mar 09

Nov 08

Oct 08
Mar 09

Oct 08

Mar 09

Although the declines from the 2007 / 2008 highs are still awesome, half of our themes actually bottomed in late 2008 and 
the other half may have done so this month.  Also surprising is that the “Scarcity” themes (Energy and Supply Inelasticity) 
have seen more dramatic rises than the “Efficiency” themes (Pharma, Water etc).  Gold stocks have doubled.  And the Devel-
oping China theme is proving to be a global leader.

As an explanation for this, we repeat what we wrote last month.  We think it’s important:

All else being equal...following “significant” monetary 
stimulation, economies take 11 to 16 months to start to 
recover.  

Stock markets anticipate this economic recovery by 6 to 
9 months.

The problem is the “lead and lag” effect.  If October 
2008 were the start of the “significant” monetary stimu-
lus (no one disputes this we think), then Month 16 is 
January 2010 and 6 months before this is July 2009.  On 
the other hand, if you use Month 11 (September 2009) 
and a 9 month stock market lead, the stock market should 
have bottomed in January 2009.  So you have a window 
of January to July 2009, with “now” (March / April 
2009) the mid-point.

And “all else being equal” this time round includes the 
collapse of the global banking system.

Whatever the answer, global equity markets are in a vola-
tile and perilous bottoming phase.  Over the last 100 years 
these phases had top-to-bottom trading ranges of up to 
30%.  Sentiment, news, market chatter all remain abysmal 
at this point.  Ends to bear markets can be violent.  The 
average rally one year after the bottom of an S&P500 
bear market bottom is 42%.  On average, subsequent bull 
trends wipe out about three quarters of bear market losses 
within one year.
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There are few legends on Wall Street.  Many are called but few are chosen.  Reputations formed because of one prescient call 
lie in the dust after the next bad one.  When two of the great Wall Street legends –both of whom have preserved their reputa-
tions over 4 decades of stock market investing- call the end to the bear, it’s worth listening in.  Barton Biggs and Jeremy 
Grantham have called the bull.

Don’t Believe The Bears
Barton Biggs, former strategist at 
Morgan Stanley, one of the stock-
market “greats” wrote in Newsweek 
on March 16 in an article called 
“Don’t Believe The Bears”:

“Already there are some glimmers of 
hope.  In the oil-consuming coun-
tries, the huge drop in oil prices is 
similar to a massive tax cut.  The fall 
in consumption is beginning to level 
out.  Inventories have been reduced 
to levels so low that production will 
have to be increased even to meet the 
current depressed level of demand.  
The Japanese car companies have 
announced assembly-line increases, 
and in the US auto dealers and home 
builders’ surveys have looked up.  
Last week, the purchasing managers 

index (PMI) in China rose for the       
third consecutive month. JP 
Morgan’s global manufacturing PMI 
posted a second consecutive gain in 
February, and its new order index 
has turned and is rising.  These 
indexes are still in recession terri-
tory, but the rate of change, the 
so-called second derivative, has 
turned up.  US house prices are still 
falling, and mortgage foreclosures 
are rising.  However, the affordabil-
ity of housing has soared and exist-
ing home sales are rising.  The 
Obama administration is proposing 
major mortgage-term 
restructuring.....Over 40 years, my 
experience has been that when every-
one is bearish and has acted accord-
ingly, it is invariably right to be 

gradually buying.  Being a contrarian 
works.  The bottom of a stockmarket 
cycle by definition has to be the point 
of maximum bearishness.       The 
news doesn’t have to be good for 
prices to rally; it just has to be less 
bad than what has already been 
factored into the market”.

What Mr Biggs means is shown by 
the experience of the 1930s.  The 
S&P500 bottomed in June 1932.  
GNP hit MINUS 21.4% (yes, 
“MINUS”) in the third quarter of that 
year.  The “growth”   rate turned less 
bad in each subsequent quarter, 
moving from MINUS 15.7% to 
MINUS 8.4% to MINUS 0.5% half 
way through 1933.  The S&P rose by 
nearly 120% over the same period.

Reinvesting When Terrified
Jeremy Grantham, another stock 
market great, a British international-
ist who founded investment manager 
Grantham Mayo in the late ‘70s, 
writes in an article called “Reinvest-
ing When Terrified” about the impor-
tance of a “battle plan”:

“It is both painful and career risky to 
part with your increasingly beloved 
cash.....as this crisis climaxes, 
formerly reasonable people will start 
to predict the end of the world, armed 
with terrifying and accurate data that 
will serve to reinforce the wisdom of 
your caution.  Every decline will 

enhance the beauty of your cash 
until, as some of us experienced in 
1974, ‘terminal paralysis’ sets in.  
Those who were over invested will be 
catatonic and just sit and pray.  
Those few who look brilliant, oozing 
cash, will not want to easily give up 
on their brilliance.  So almost every-
one is watching and waiting with 
their inertia beginning to set like 
concrete.  Typically, those with a lot 
of cash will miss a very large chunk 
of the market recovery.

There is only one cure for terminal 
paralysis: you must have a battle 

plan for reinvestment and stick to 
it......what I recommend is a few large 
steps, not many small ones.....Finally, 
be aware that the market does not 
turn when it sees light at the end of 
the tunnel.  It turns when all looks 
black, but just a subtle shade less 
black than the day before”.

Grantham’s call for a battle plan is 
why we maintain our own from last 
month.  To remind you, here is the 
general advice for our readers: 
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1. Long term equity investors: re-enter markets at these levels on a dollar cost averaging basis,
    buying Bruce’s mostly high yielding Hamburgers.

General advice for our readers

2. Conservative long term equity investors: wait to buy until our 7 key indicators (“The Magnificent
    Seven”) turn more positive (holding above 42 and climbing).

3. Long term equity holders: it’s far too late to sell.  If you’re a long term investor, it is almost certain
    you’ll make good money in the years ahead.  Check the quality of your equity holdings and sweat
    it out.

1. S&P500 Banks 6 (5)

2. S&P Global 1200 Financials 5 (-)
3. LIBOR / Treasury 3mth spread 8 (-)
4. US Bank BBB Treasury spread 3 (-)
5. OEX Volatility 6 (-)
6. Case Schiller House Prices 4 (-)
7. Oil Price 8 (-)

TOTAL 40

Index / Indicator Score Now (/10) Target

42

6 (slight improvement since last month)

6 (searching for a bottom)

6 (hold below 2%, now 1% and stable)

6 (hold below 2.5%, now 7.5% and climbing)

6 (hold below 30, better than Nov, now 46)

6 (no sign of bottom yet)

6 (the most improved indicator, now 54 NYME)

14%

10%

11%

12% 14%

14%

16%
9%

Asset Allocation
by Global Theme

Emerging Middle Class 16%

Restructuring of Japan 14%

Developing China 13%
Supply Inelasticity 13%
Energy & Alt. Energy 12%
Water & Ecology 11%
Global Outsourcing 11%
Ageing Population 9%
Cash 1%

Emerging Middle Class

Restructuring Japan

Developing China

Water & Ecology

Ageing Population

Energy & Alt. Energy

Global Outsourcing

Supply Inelasticity

Our current asset allocation for GTI is:

Our “Magnificent Seven” indicators 
don’t confirm recovery yet.  In a 
sense, this crisis is pretty simple.  
This crisis started on Wall Street and 
it’ll end there too.  These 7 indicators 
will help us navigate the recovery.  
We’re looking for a score in the mid 
40s for a buy signal for conservative 
investors:

We’ve moved from a score of 38 in October to 40 now.  Our biggest concern 
surrounds Credit Spreads, which have been rising.  It seems there are still strains 
in the credit markets.  Still no “Must Buy” sign yet but OK to accumulate
equities.

Cash
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Bruce’s Hamburger List

“To refer to a personal taste of mine, 
I am going to buy hamburgers for the 
rest of my life.  When hamburgers go 
down in price, we sing a "Hallelujah 
Chorus" in the Buffett household.  
When hamburgers go up, we weep.  
For most people, it’s the same way 
with everything they will be buying - 
except stocks.  When stocks go down 
and you can get more for your 
money, people don’t like them 
anymore”. 

Bruce’s Buffett-inspired GTI Ham-
burger list started with Royal Dutch 
back in November.  Once again we 
add another stock this month.  We’ll 
go on adding a name or two each 
month till we can start a hamburger 
stand.   To get on Bruce’s list, you’ve 
got to be a major blue chip interna-
tional stock with an established 
global franchise and a consistent 
track record of maintaining divi-

dends. Preferably, your dividend 
yield is twice or three times the cash 
deposit yield in your own country.

***Health Warning: Official Bloomberg data at a time when many dividend cuts are taking place...we will discuss a possible 
model for adjusted dividend yields next time.

GTI’s Stock of the Month (Rio Tinto plc, GBP 21.80)

Source: Fuller Money

Rio Tinto is a global leader in metal production.  In addition to qualifying for hamburger status, it has recently been the object 
of a bid by BHP Billiton and is said to be the target of Chinese interest on account of the size of its resources.

Royal Dutch Shell
Iberdrola

GTI Stock

Energy & Alt Energy

Energy & Alt Energy

GTI Theme Date

Nov 2008

Dec 2008

Price Then

GBP 16.75

EUR 5.75

5.8%

5.4%

Historic
Yield ***Price Now

GBP 16.01

Pfizer Ageing Population Dec 2008 USD 16.90 9.4%USD 13.63

EUR 5.57

Roche Ageing Population Jan 2009 CHF 163.50 3.4%CHF 149.30

Newmont Mining Supply Inelasticity Feb 2009 USD 35.00 1.0%USD 44.19

Rio Tinto Supply Inelasticity Mar 2009 - 4.2%GBP 21.80

Perf

-4.4%

-19.3%

-3.1%

-8.7%
+26.3%

-
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GTI’s Energy and Alternative Energy theme adviser, 
Investec Asset Management, recently wrote to us.  We 
were surprised by their cautiously bullish tone.  Oil has 
been ticking up, against most forecasts, in recent weeks.  
We also include their comment on BP, as it’s a big hold-
ing in our portfolios.  The bold, underlined type is our 
own:

“Energy Market background 
The MSCI World Energy Index fell -8.9% during the 
month of February in US dollar terms, marginally 
outperforming the broader market, while Brent crude oil 
prices were flat at $45 per barrel and NYMEX natural 
gas prices fell by -5.0% to $4.20 per million cubic feet. 
Brent crude prices proved to be remarkably stable 
during the month, even though crude inventory stock-
piles increased. This relative stability stemmed from the 
market waiting to see US import and inventory data to 
confirm or deny the delivery of OPEC’s promised quota 
reductions. We believe that OPEC has been remark-
ably compliant with their quota reduction of 4.2 
million barrels per day and the implication is that 
OPEC production in February is down 4.2mnb/d from 
the peak level in July 2008. We expect the effect of 
these cuts to work through the system in the coming 
weeks and to provide stability and potentially some 
steady upward movement in crude prices. We also 
believe that US gasoline demand is potentially now 
starting to bottom as a result of significantly lower retail 
gasoline prices.

Looking across to the US natural gas market, NYMEX gas 
prices remained under pressure, as gas consumption data 
was poor. The recently published December production 
data showed that onshore gas production growth is now 
starting to slow rapidly, although we do not believe that 
this will be enough to avert lower gas prices in the second 
quarter of 2009.

BP (8.5% of the Fund, 7.1% of the index) 
BP presented a strong strategy update in February which 
gave us increased confidence in the sustainability of the 
attractive dividend, even if oil prices sustain these 
depressed levels through the remainder of 2009 and 2010. 
The expected turnaround of operations in the downstream 
business, together with some upstream growth, leave the 
company well placed operationally and we do not feel that 
the potential earnings uplift has been fairly priced into the 
shares. BP shares are trading at 7x earnings (versus an 
average of 10.5x over the past five years) and are at a 
significant discount to ExxonMobil (11.7x) and Chevron 
(8.3x). The 8.5% dividend yield is robust, in our opinion, 
and is the backstop to this attractive investment which we 
believe offers around 25% upside.”

A quick tour of our GTI advisers.
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‘Is £693,000 a year a lot? I’m terrible with figures.’

“Amid this bad news, however, never forget that our country has faced far worse travails in the past. In the 20th Century 
alone, we dealt with two great wars (one of which we initially appeared to be losing); a dozen or so panics and recessions; 
virulent inflation that led to a 21 1/2% prime rate in 1980; and the Great Depression of the 1930s, when unemployment 
ranged between 15% and 25% for many years.

America has had no shortage of challenges.  Without fail, however, we’ve overcome them. In the face of those obstacles – and 
many others – the real standard of living for Americans improved nearly seven-fold during the 1900s, while the Dow Jones 
Industrials rose from 66 to 11,497. Compare the record of this period with the dozens of centuries during which humans 
secured only tiny gains, if any, in how they lived. Though the path has not been smooth, our economic system has worked 
extraordinarily well over time. It has unleashed human potential as no other system has, and it will continue to do so. 
America’s best days lie ahead.....

Neither.....my partner.....nor I can predict the winning and losing years in advance. (In our usual opinionated view, we don’t 
think anyone else can either.) We’re certain, for example, that the economy will be in shambles throughout 2009 – and, for 
that matter, probably well beyond – but that conclusion does not tell us whether the stock market will rise or fall.”

From The Berkshire Hathaway Inc Annual Report 2008
(published February 27, 2009)

C
opyright  K

ipper W
illiam

s, first appeared in The Spectator m
agazine



The Team That Developed the Global Thematics Philosophy

 “sustainability” of growth. As invest-
ment managers, it’s our role to “allo-
cate capital” (Warren Buffett’s 
hallmark phrase) to where the 
best potential returns (and lowest 
prices and  risks) are available. Pric-
ing is important; “overpaying” for 
assets is always dangerous. The 
same theme may be “played” at 

one stage of the cycle through one 
fund, then at another stage through 
another,    depending on the attrac-
tions of the specialist sector. 
Robust long term global themes 
may remain a powerful way to make 
money for decades, whilst he funds 
chosen to “play” them may 
be–though do not have to be- different 
at  different times. 

-

Global Thematic Investors (“GTI”) is a monthly newsletter written by Iain Little and Bruce Albrecht.  Views and opinions expressed in GTI are therefore solely theirs and theirs alone.  In 
particular, they don’t relate to the Butterfield Bank Group, P&C, GTI’s own advisers or anyone else alive or dead.  GTI is published by Global Thematic Investors Limited, a company 
domiciled in Hong Kong and incorporated under the Hong Kong Companies’ Ordinance on the 15th September, 2005.  GTI is not intended for and should not be given to private customers.  
GTI is written to be read solely by sophisticated and professional investors, such as family offices, business corporations, banks and financial intermediaries.  GTI’s purpose is to keep 
clients of the two writers informed about their global thematic investment thinking, so nothing contained within GTI should be taken as a recommendation.  Statements and opinions are 
often forward-looking and therefore subject to uncertainty and containing inherent risks.  In many cases they belong to people or companies who are not connected to the writers, so no 
responsibility can be taken for their accuracy.  The predictions and forecasts described or implied may not subsequently be achieved.  GTI does not constitute a solicitation to buy anything, 
invest in anything, sell anything or indeed do anything except read purely as information what is written within its pages.  GTI is composed of information and opinion believed by the 
writers to be accurate and based on sources which they believe to be reliable and honest, though GTI may not have independently verified this information.  Where GTI mentions a fund 
or collective vehicle, only certain persons in certain jurisdictions may be allowed to invest in those funds and collective vehicles.  Since access may be restricted to certain persons in certain 
jurisdictions, you should not proceed further unless in your relevant jurisdiction the information contained herein can be made available to you without contravening legal or regulatory 
requirements.  The investment products described in GTI may follow strategies that are speculative and involve a high risk of loss.  GTI points out the breathtakingly obvious and 
mind-numbingly repetitive truism  that the value of investments, funds, securities, currencies and all other instruments mentioned in it may go up as well as down and a favorable perform-
ance record is no indication of future performance.  Opinions of the writers may also change without any notice. 

Iain Little
Iain is British and has spent 25 years in 
private banking as a global strategist and 
portfolio manager.  He’s held senior posi-
tions with Kleinwort, Benson in Hong Kong 

and London and with Pictet et Cie, the largest Swiss  private 
bank in Geneva, London and Tokyo.  He was also a partner 
in Blakeney Management,  a London based sub-Saharan 
Africa equity fund manager.

Iain now works as a Partner of P&C Global Wealth Manag-
ers SA in Switzerland.

Iain is also on the board of GTI Fund Investment, Cayman, 
managers of the P&C GTI Fund and serves as a non-
executive director of other  specialist funds, including the 
Arisaig India Fund and the Kontiki Fund (Pacific Oceania).

Iain is principal adviser to the P&C GTI Fund.
iain.little@pandc.ch

The investment rationale for 
Global Thematic investing is simple.

In a free global marketplace capital 
tends to flow to sectors where long 
term growth rates -and hence returns- 
are more attractive than the average. 
This capital -whether of a private or 
public sector sort- bids up prices of 
assets in these sectors and creates 

Why we invest according to global themes

The editors - two professional fund managers each with over 25 years in the international investment business,
half of it working together.
 

Bruce Albrecht
Bruce is British and has held a number of 
high profile jobs as head of investment over 
30 years in the industry. He was Head of 
European investment for the Abu Dhabi 

Investment Authority (the single largest pool of own-
managed money in the world, reported to be several 
hundred billion USD), Chief Investment Officer for Pictet 
London, and Chief Investment Officer for Rothschilds. He 
worked closely with Iain Little for a decade in Pictet 
London.

Bruce is Partner in P&C Global Weath Managers SA in 
Zurich and on the board of GTI Fund Investment, Cayman, 
mangers of the P&C GTI Fund, and Director of Investment 
Strategy Network (ISN, www.investment-strategy.net), a 
systematic stock selection tool.

Bruce@brucealbrecht.com
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