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J; If you can’t stand the heat, start
investing in bonds...

Using fixed income to grow and protect wealth?

Arno Lawrenz
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How to grow Wealth? Invest in GROWTH assets.

Growth assets = Equities
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Protecting Wealth in times of trouble
Defensive Assets = Bonds

Normalized As Of 05/02/1994
M SPX Index - Last Price 415.86
B LBUSTRUU Index - Last Price 325.71
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Not so Defensive assets
What happened in 2022?

Normalized As Of 05/02/1994
M SPX Index - Last Price 1129.35 k112935

M LBUSTRUU Index - Last Price 368.39 .
What happened to Defensive assets here???
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Growing and Protecting Wealth

Why did Defensive (bonds) underperform Growth in 2022?

The starting yield matters./\

Period S&P 500 Return Bond Return Start yield | End yield
July 2000 - Sep 2002 -50.0% 63.6% 6.00% 3.75%
Sep 2007 - Mar 2009 -57.7% 8.6% 4.57% 2.88%
Dec 2021 - Oct 2022 -27.6% -15.9% 1.48% 3.95%

\ ¢

Today’s starting yield is 4.66%...
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Sheet2



				Period		S&P 500 Return		Bond Return		Start yield		End yield

				July 2000 - Sep 2002		-50.0%		63.6%		6.00%		3.75%

				Sep 2007 - Mar 2009		-57.7%		8.6%		4.57%		2.88%

				Dec 2021 - Oct 2022		-27.6%		-15.9%		1.48%		3.95%
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The Starting Point also count for GROWTH ASSETS

The Buffett Indicator measures Stock Market Size vs Size of Economy.

Buffett Indicator: # Standard Deviations from Historic Trend Line

www.currentmarketvaluation.com

U W u\f _ Total US Stock Market Value
0 m e e e e e e —— = —— = ——— —_— _—— el ——— e —— Buffett Indicator =

\{\ﬂ\] Gross Domestic Product (GDP)
-1 I"W 193% ratio of Market Value to GDP,
V\,\\ 1.9 standard deviations above the trend.

-2 Std Dev - Strongly Undervalued
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- Buffett Indicator StdDevs Over/Under Trend Line
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Global Issues
2024 : The Year of

Global interest rates at a peak — (when) does the descent begin?

Inflation pressures have subsided - new supply chain risks emerging. High cost of capital

+ equity valuations
+ monetary & fiscal uncertainty

Year of Electoral Change - potential policy dislocations.

Geopolitical flashpoints - may lead to systemic and economic shocks.
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Turning to South Africa

Wealth creation and protection

growth defensive
assets assets

Wealth creation and protection in a
South African context requires some
serious consideration.

_ BUT, we have a problem...
Asset Managers




South Africa — Growth vs Defensive
You can see the problem, right?

Normalized As Of 05/02/2014 P —
M JALSHTR Index - Last Price 217.153397 p2lr- 153397
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The diagnosis of SA's ills

By the likely political kingmakers after the 2024 election

South Africa is trapped in a vicious cycle of underdevelopment,
underperformance and an unpredictable future due to
| incompetent, directionless, and visionless government. |n 2024,
South Africa is confronted with a crisis of loadshedding caused
by a government that is unable to guarantee dependable and
reliable electricity generation, transmission, and distribution to

the entire society.

Source: EFF 2024 Election Manifesto
f t 1.The 1994 breakthrough that seemed to be a strategic victory for our people has

turned into a strategic defeat.
2. South African society is adrift from its core values, and it is struggling with moral

decay.
3. Compounding these issues is a liberal constitution fhat constrains the political

influence of the majority.
4. In practice, the true wielders of power are unelected institutions and those with

money.

SRl Asset Managers
Source: MK Party 2024 Election Manifesto




South Africa Economic Elections

Foreign investors have already voted....

R Billions
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Reality Check

Evidence for a change in trend?

B L ast Price 1.2
High on 06/30/21 19.2
Average 2.4
Low on 06/30,/20 -16.2

South Africa Real GDP growth rate

WA,
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SAGDPYOY Index (South Africa GDP Constant Prices YoY) Quarterly 01MAY1994-31DEC2023 Copyright® 2024 Bloomberg Finance L.P. 01-May-2024 23:
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SA Bonds: Looking forward from here

Prospects for returns over next 10 years

Starting 10y yield on 6 May 2014 = 8.33%
Subsequent 10y ALBI return =7.80% p.a.

Current 10-Year Bond Yield = 12.0%

Right now : Do you wemnnt need Growth assets or
Defensive assets?
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Sasfin Asset Manager’s Income Solutions

2023

Raging Bull
Best South African Interest-Bearing
Short-Term Fund

2022

2021

2020

2019

Raging Bull

Best South African Multi-Asset Income
Fund on a Risk-Adjusted Basis

Winner: Sasfin BCI Flexible Income Fund

Raging Bull
Best South African Multi-Asset Income Fund

Winner: Sasfin BCl Flexible Income Fund

Raging Bull
Best South African Multi-Asset Income Fund

Winner: Sasfin BCl Flexible Income Fund

Raging Bull
Best South African Interest-Bearing Fund

Winner: Sasfin BCI Flexible Income Fund

2024

Raging Bull
Best South African Interest-Bearing
Short-Term Fund
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Raging Bull
Best South African Multi-Asset Income Fund

Winner: Sasfin BCl Flexible Income Fund

Defining Features

Sasfin BCI Flexible Income Fund

Sasfin BCl High Yield Fund

Bond-like returns with lower volatility, using

all risk levers.
Tracks bond yields.

Low volatility, monthly income focus on
floating rate exposure.
Tracks interest-rate cycle.




BCI Disclaimer

Boutique Collective Investments (RF) (Pty) Ltd (“BCI”) is a registered Manager of the Boutique Collective Investments Scheme, approved in terms of the Collective Investments Schemes Control Act,
No 45 of 2002 and is a full member of the Association for Savings and Investment SA.

Collective Investment Schemes in securities are generally medium to long term investments. The value of participatory interests may go up or down and past performance is not necessarily an
indication of future performance. The Manager does not guarantee the capital or the return of a portfolio. Collective Investments are traded at ruling prices and can engage in borrowing and
scrip lending. A schedule of fees, charges and maximum commissions is available on request. BCl reserves the right to close the portfolio to new investors and reopen certain portfolios from time
to time in order to manage them more efficiently. Additional information, including application forms, annual or quarterly reports can be obtained from BCI, free of charge.

Performance figures quoted are sourced from Morningstar, as at the date of this document for a lump sum investment, using NAV-NAV with income reinvested and do not take any upfront
manager’s charge into account. Income distributions are declared on the ex-dividend date. Actual investment performance will differ based on the initial fees charge applicable, the actual
investment date, the date of reinvestment and dividend withholding tax.

Investments in foreign securities may include additional risks such as potential constraints on liquidity and repatriation of funds, macroeconomic risk, political risk, foreign exchange risk, tax risk,
settlement risk as well as potential limitations on the availability of market information.

Boutique Collective Investments (RF) Pty Ltd retains full legal responsibility for the third party named portfolio.

Although reasonable steps have been taken to ensure the validity and accuracy of the information in this document, BCl does not accept any responsibility for any claim, damages, loss or expense,
however it arises, out of or in connection with the information in this document, whether by a client, investor or intermediary. This document should not be seen as an offer to purchase any specific
product and is not to be construed as advice or guidance in any form whatsoever. Investors are encouraged to obtain independent professional investment and taxation advice before investing
with or in any of BCl/the Manager’s products.

Access the BCI Privacy Policy and the BCI Terms and Conditions on the BCI website (www.bcis.co.za). Income funds derive their income from interest-bearing instruments in accordance with Section
100(2) of the Act. Any Rand or cumulative value provided is for illustrative purposes only. Returns greater than 1-year are annualised; Annualised return is weighted average compound growth
rate over the period measured; Actual annual figures are available to the investor on request. Full details and basis of the awards disclosed are available from the manager.
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