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In a world of information overload, making investment decisions is complex. In
my last article, I explored navigating this complexity by avoiding noise through
consuming less information but ensuring information intake is done intelligently.
Ian explored the use of mental models like inversion thinking to assist and
improve the decision-making process.

The constant barrage of negative news adds to information complexity when looking at investments. It is hard to not be
pessimistic about the financial situation given the kind of headlines we are exposed to daily.

Morgan Housel wrote about the seductive power of pessimism, dedicating a chapter in the book The Psychology of Money.
Pessimism sounds smarter and gives the impression of someone trying to help you, whereas optimism sounds more like a
sales pitch and is easily viewed as being oblivious of risks. As such, pessimism attracts more attention.

Financial pessimism is prevalent given that money is universal, and something bad happening affects everyone and captures
attention. Furthermore, it is easy to extrapolate current trends into the future without accounting for how markets adapt,
human innovation and resilience. Despite an awareness of how powerfully we've changed in the past, it is easy to
underestimate our ability to change in the future, a phenomenon psychologists call the end of history illusion.

Gains tend to be long-term in nature and progress can be too slow to notice, while setbacks happen quickly and more
frequently to ignore. This makes pessimism easier to recall. The long-term growth in market price of the S&P 500 typifies
this asillustrated in Chart 1. There is a long-term growth trend, but the various market crashes are normally top of mind. With
hindsight, past market crashes are viewed as opportunities, but future crashes are mostly seen as a risk to be avoided.
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Chart 1: Long Term S&P 500 Price Level (Log Scale)
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The South African market shows a similar trend, through various challenging times which make it difficult to visualise where
future market growth will come from.
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Chart 2: Long Term FTSE JSE All Share Price Level (Log Scale)
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Current challenges mean headlines of deteriorating economic and market conditions, politics, and geopolitics continue to
dominate. Though easy to be pessimistic about the market environment, it is important to remember that people respond to
adversity and problems with novel solutions. Necessity is the mother of all invention and humans are endlessly innovative.
As with history, threats incentivise solutions. Shocks and pain are the fuel for advancement and the cost of admission to
enjoy the benefits of long-term improvements.

The fruits of investing are enjoyed with a long enough investment time horizon. Volatility is the price you pay for long-term
investment success. With Seed as your partner, guiding you through the investment journey, even the volatile periods are
manageable.

Kind regards,

Tawanda Mushore CFA, FRM
Head of Research
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DISCLAIMER

Seed Investment Consultants is an Authorised Financial Services Provider in terms of the Financial Advisory and Intermediary Services Act (Act No. 37 of
2002). The laws of the Republic of South Africa shall govern any claim relating to or arising from the contents of this document. This document may not be
amended, reproduced, distributed or published without the prior consent of Seed Investment Consultants.

No guarantee is provided as to the values of any financial product mentioned in this document. All illustrations, forecasts, information and opinions provided
within this document are of a general nature and are not intended to address the circumstances of any particular individual or entity. This document does
not constitute a solicitation, invitation or investment recommendation. While we endeavour to provide accurate and timely information, all illustrations,
forecasts or hypothetical data are not guaranteed and are provided for illustrative purposes only. We make no representation or warranty, expressed or
implied with respect to the correctness, accuracy or completeness of the illustrations, forecasts, information or opinions. No party should act upon such
information or opinion without obtaining the appropriate professional and specialised financial, legal and tax advice based upon a thorough examination of
their particular situation. Seed Investment Consultants will not be held liable for any direct or consequential loss or damage suffered by any party as a result
of that party acting on or failing to act on the basis of information or opinion provided by or omitted from this document.

The value of financial products can increase as well as decrease over time depending on the value of the underlying securities and market conditions.
Changes in exchange rates may have an adverse effect on the value price or income of any product.

Past performance is not necessarily a guide to future performance. Performance has been calculated using net NAV to NAV numbers with income
reinvested. The performance for each period shown reflects the return for investors who have been fully invested for that period. Individual investor
performance may differ as a result of initial fees, the actual investment date, the date of reinvestments and dividend withholding tax. Full performance
calculations are available from the manager upon request.

Prescient Management Company (RF) (Pty) Ltd are registered and approved under the Collective Investment Schemes Control Act (No.45 of 2002).
Collective Investment Schemes in Securities (CIS) should be considered as medium to long-term investments. There is no guarantee in respect of capital
or returns in a portfolio. CIS’s are traded at the ruling price and can engage in scrip lending and borrowing. The CIS may borrow up to 10% of the market
value of the portfolio to bridge insufficient liquidity. A CIS may be closed to new investors in order for it to be managed more efficiently in accordance with
its mandate. CIS prices are calculated on a net asset basis, which is the total value of all the assets in the portfolio including any income accruals and less
any permissible deductions (brokerage, STT, VAT, auditor’s fees, bank charges, trustee and custodian fees and the annual management fee) from the
portfolio divided by the number of participatory interests (units) in issue. Forward pricing is used. In the event that specific CIS in securities are mentioned
please refer to the relevant Minimum Disclosure Document in order to obtain all the necessary information in regard to that unit trust. In rare instances
redemption transactions may be subject to a redemption fee. The applicable Prospectus and Key Investor Information Document will be made available
upon request.

Please note that there are stipulated cut-off times for all documents, notifications of deposit, investment, redemption and switch applications. These cut-
off times are product or fund specific and the applicable guidelines have been stipulated on the relevant supporting or transaction documents, application
forms and Minimum Disclosure Documents. Where all required and supporting documentation is not received before the stated cut off time no service
provider shall not be obliged to transact at the net asset value price as agreed to. Prices are published daily and are available on the Prescient website at
www.prescient.co.za.

Investors should at all times remain aware of the risks involved in the buying or selling of any financial product. Where foreign securities are included in a
portfolio there may be potential constraints on liquidity and the repatriation of funds, macroeconomic risks, political risks, foreign exchange risks, tax risks,
settlement risks, and potential limitations on the availability of market information. The investor hereby acknowledges the inherent risk associated with any
selected investments and that there are no guarantees (Paragraph 6(2)(f) of BN92). The Manager retains full legal responsibility for any third-party named
portfolio (Paragraph 6(1)(g) of BN92).

For any additional information please visit our website on www.seedinvestments.co.za.
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