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FROM THE ANALYSTS: EQUITIES

OCEANA — BOUNTY OF THE OCEAN

By Andrew Randles (Analyst)

At Northstar Asset Management we seek to invest in
companies that operate in structurally sound industries,
which enjoy competitive advantages within those industries,
where the management teams act in the interests of
shareholders and, that behave in a socially sustainable
fashion. It is our contention that Oceana ticks these boxes.

Global fish consumption is rising

Oceana is benefiting from two global fishing industry trends.
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Figure 10. Global Fish consumption per capita. Source: Food & Agriculture Organization of the United
Nations. March 2019.
Note: Excludes aquatic mammals, crocodiles, alligators, seaweeds, & aquatic plants

The first is that per capita (per person) global annual
consumption of fish is rising. This is occurring while natural
fish stocks are shrinking.

The consequence of an ever growing demand for this high
protein food source and diminishing natural supply, is that
fish prices have risen by about 3% annualised since 1990
(FAO Fish Price Index).

The second trend is that farmed fish are filling the supply
gap left by reduced wild caught fish. What we show in Figure
11 is that global annual fish production has risen since 1985,
but the driver of this has been global aquaculture.

How does Oceana benefit from these two industry trends?

Oceana captures profits via selling their wild-caught fish
globally as well as selling fishmeal that has been caught and
processed with the intention of feeding other fish.

The ever growing farmed fish population needs to be fed
creating a secular demand for fishmeal. Fishmeal (or small
fish that are processed and fed to larger fish) have a higher
amino acid content in 7 out of the 10 essential amino acids

Figure 11. Global fish production. Source: Food & Agriculture Organization of the United Nations.
March 2019.

for fish feed than plant alternatives, making their inclusion
in fish feed essential. Plant alternatives are the only
alternatives that can be produced at scale at the moment.

Regulations and licenses — a weak moat, but still a moat

The reality of fish scarcity has prompted governments all
over the world to clamp down on overfishing by means of
regulation. Governments generally regulate by way of
fishing rights coupled with a quota, providing the fishing
companies allowable catches, creating a competitive
advantage. This competitive advantage for Oceana is
reflected in Figure 12, which shows returns on tangible
invested capital averaging 27% over the past 28 years.
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Figure 12. Return on tangible invested capital. Source: Company Reports. Northstar Asset
Management. March 2019.
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Experienced management

Management has a wealth of experience and a steady hand at the tiller. They recognise that sustainability and close relations
with Government are key success factors to ensure their performance is enduring. Oceana has a clear set of 169 defined
sustainability targets, 17 aspirational targets and a timeline of 13 years (2030) to achieve these. Oceana also has a B-BBEE
rating of 1, critical for retaining licenses.

Conclusion

The long-term growth tailwinds for fishing, the key success factors exhibited by the company and its underappreciation by the
market, makes Oceana a business we are comfortable owning in our portfolios.
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CIS DISCLOSURES

Collective investment schemes in securities are generally medium- to long-term investments.
The value of participatory interests or the investment may go down as well as up. Past perfor-
mance is not necessarily a guide to future performance. Sanlam Collective Investments (RF) (Pty)
Ltd (the manager) does not provide any guarantee, either with respect to the capital or the
return of a portfolio. The manager has the right to close certain portfolios to new investors, in
order to manage it more efficiently, in accordance with its mandate. Collective investment
schemes are traded at ruling prices and can engage in borrowing and scrip lending. The collective
investment scheme may borrow up to 10% of the market value of the portfolio to bridge insuffi-
cient liquidity.

Annualised returns are period returns re-scaled to a period of one year. This allows investors to
compare returns of different assets that they have owned for different lengths of time. Actual
annual figures are available to the investor on request. Income distributions, prior to deduction
of applicable taxes, are [included/not included] in the performance calculations. NAV to NAV
figures have been used for the performance calculations, as calculated by the manager at the
valuation point defined in the deed, over all reporting periods. Investment performance calcula-
tions are available for verification upon request by any person. Reinvestment of income is calcu-
lated on the actual amount distributed per participatory interest, using the ex-dividend date NAV
price of the applicable class of the portfolio, irrespective of the actual reinvestment date. The
performance is calculated for the portfolio. The individual investor performance may differ, as a
result of initial fees, the actual investment date, the date of reinvestment and dividend withhold-
ing tax.

Different classes of participatory interests apply to these portfolios and are subject to different
fees and charges. A schedule of fees, charges and maximum commissions is available on request
from the manager, or is available on the website at www.sanlaminvestments.com. Forward
pricing is used. The portfolio valuation time is 08h00 for fund of funds and 15h00 for all other
portfolios and the transaction cut-off time is 14h00. The transaction cut-off time should be
14h00, for portfolios except fund of funds, but execution is not always guaranteed. If execution
could not take place on the same day, it will take place the next business day, or at the earliest
possible opportunity. For fund of funds, the cut-off time for the execution of trades is 14h00 on
the day preceding the pricing date.

Foreign securities within portfolios may have additional material risks, depending on the specific
risks affecting that country, such as: 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. Fluctuations or movements in
exchange rates may cause the value of underlying international investments to go up or down.
Investors are reminded that an investment in a currency other than their own may expose them
to a foreign exchange risk.

The terms and conditions, a schedule of fees, charges and maximum commissions, performance
fee frequently asked questions as well as the minimum disclosure document (MDD) and quarter-
ly investor report (QIR) for each portfolio are available on Sanlam Collective Investments’ web-
site at www.sanlaminvestments.com. Associates of the manager may be invested within certain
portfolios and the details thereof are available from the manager.

Northstar Asset Management (Pty) Ltd, registration number 1996/001423/07 and FSP number
601, is the co-named partner and investment manager of the co-named portfolios within the
Sanlam Collective Investments Scheme and is an authorised discretionary financial services
provider under the Financial Advisory and Intermediary Services Act (No. 37 of 2002). This infor-
mation is not advice, as defined in the Financial Advisory and Intermediary Services Act (No. 37
of 2002). Please be advised that there may be representatives acting under supervision.

The manager retains full legal responsibility for the co-named portfolios.

THE FINANCIAL ADVISORY AND INTERMEDIARY SERVICES ACT, 2002

Northstar Asset Management Proprietary Limited is an authorised financial services provider in
terms of the Financial Advisory and Intermediary Services Act 2002. All information contained in
this document should not be construed, or relied upon, as advice. If you require financial and/or
investment advice, please engage the services of an independent financial adviser.

INFORMATION AND CONTENT

The information and content (collectively 'information') accessible in this document are provided
by Northstar as general information about the company and its products and services. Northstar
does not guarantee the suitability or potential value of any information or particular investment
source. Any information in this document is not intended nor does it constitute financial, tax,
legal, investment, or other advice. Nothing contained in any service or any other content in this
document constitutes a solicitation, recommendation, endorsement or offer by Northstar. Noth-
ing contained in any service or any other content in this document constitutes a solicitation,
recommendation, endorsement or offer by Northstar.

Illustrations, forecasts or hypothetical data are not guaranteed and are provided for illustrative
purposes only; returns or benefits are dependent on the performance of underlying assets or
other variable market factors; there are risks involved in buying or selling a financial product;
past performances are not necessarily indicative of future performances; and no guarantees are
provided.

NORTHSTAR ASSET MANAGEMENT

Northstar Asset Management (Pty) Ltd

Registration No. 1996/001423/07 | FSP number 601

Suite 1A, Madison Place, Alphen Office Park, Constantia Road,

Constantia PostNet Suite #784, Private Bag X16, Constantia 7848

Tel +27 (0)21 810 8400 | Fax +27 (0)21 794 2885

info@northstar.co.za | www.northstar.co.za

SANLAM COLLECTIVE INVESTMENTS

Sanlam Collective Investments (RF) (Pty) Ltd

Registration No. 1967/00865/07

2 Strand Street Bellville, 7530 PO Box 30, Sanlamhof, Bellville, 7532
Tel +27 (0)21 916 1800 Fax +27 (0)21 947 8224

service@sci.sanlam.com, www.sanlaminvestments.com

Please refer to our website for directors & company secretary details

DISCLAIMER

Northstar Asset Management (Pty) Ltd, registration number 1996/001423/07 and FSP number
601, is the co-named partner and investment manager of the co-named portfolios within the
Sanlam Collective Investments Scheme and is an authorised discretionary financial services
provider under the Financial Advisory and Intermediary Services Act (No. 37 of 2002). This infor-
mation is not advice, as defined in the Financial Advisory and Intermediary Services Act (No. 37
of 2002). Please be advised that there may be representatives acting under supervision.

Legal Information http://northstar.co.za/page/legal-information/
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