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Methodical Investment Management
Fixed Income

The new ‘new normal” and the impact on fixed income
returns




Methodical Investment Management
Introduction

Firm background Fixed Income franchise

» Established Jan 2016: Independent, specialist » LaunchedJanuary 2021
boutique asset manager

» Grown from R600m to R2,5bn in AUM
» Majority owned by Management and employees

» Income and Bond mandates as well as bespoke Segregate
» Offering a broad range of Unit Trust funds across mandates
the risk spectrum - Fixed Income, Multi-Asset,
Equity and Global

> Total AUM: R8.2bn
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JP du Plessis

> 25+ years in financial markets S&P Global Ratings

» 12 yrs in London looking at global fixed American credit rating agency
income in long only and hedge funds

» 13 years managing fixed income in SA
Schroders

Asset management company

» 10 years at Prescient - deputy head of fixed
income

» 3 years head of Fl franchise at Methodical

Prescient
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The new ‘new normal” and the impact on fixed income returns
Have we gone back in time?

» |Isthe ‘new normal’ post GFC over?
» What does this new regime look like?

> What does this mean for investors?
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US inflation and interest rates — how successful has the Fed been?

US inflation versus Fed Funds rate
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China buying dollars — exporting disinflation

China Forex reserves
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UsS QOil

As US oil production has surged, its reliance on imports US imports much less Middle Eastern oil than it used to

has fallen Crude oil imports (mn barrels a day)
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US Fiscal deficits

Federal government budget balance by president
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US debt servicing

Chart 2: Surging cost of US government debt.."Interest Cost Control” by Fed
US Treasury interest payments (5 bn, 12-month cumulative)
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US treasuries
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SA outlook

1. Panglossian: is the outermost positive point, defined as overly optimistic; SA's
real GDP will increase at a CAGR of at least 4% as achieved in the late 60's or

for the period preceding 2004,

2. SA's real GDP will increase at a CAGR between 2% and 4%
as South Africa's working-age population expands,

3. SA's real GDP will increase at a CAGR between 0% to 2%, as high
public borrowing keeps real interest rates high, limiting investment,

4. Failed state: is the other point bounding the probability distribution; SA’s real
GDP will decline.
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Past regimes

South Africa's real GDP growth
(% change YoY, 1962 - 2022)
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SA has an administered prices problem

Administered prices
Index: Jan 2009 = 100
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SA inflation/interest rates

Sa Rates vs Inflation
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SA government flows
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SA bond ownership
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Conclusion

> Inflation may continue to be higher

» Effectiveness of Central Bank policy may be a challenge

» US treasuries may stay at these levels

» SA bonds are high yielding but don’t expect a massive rally

» Short term interest rates are compelling above inflation
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DISCLAIMER

Boutique Collective Investments (RF) (Pty) Ltd (“BCl”) 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 BCl, free of charge.

Performance figures quoted for the portfolio is 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 BCl website (www.bcis.co.za).



CONFIDENTIAL — FOR PROFFESIONAL USE ONLY

This document is confidential and is being made available to a limited number of persons for informational purposes only and for their exclusive use subject to the provisions below. This document is not
intended to form the basis of any investment decision and should not be considered as a recommendation by Methodical Investment Management (Pty) Limited (the “Company”) or any other person in relation
to the Company.

This document is not being provided to or intended for persons located in the United States, Canada or Japan. Any person reading this document should first satisfy themselves that they are not subject to any
local requirements that prohibit or restrict such access and must not contact the Company with an intention to invest unless authorised, eligible and lawful to do so.

None of the information contained in this document has been verified by the Company. The Company makes no representations or warranties, express or implied, as to the adequacy, completeness or accuracy
of any statement or other information contained herein or in any other oral or written information furnished or made available, nor as to the reasonableness of any assumption contained herein or therein and
any liability therefor (including in respect of direct, indirect or consequential loss or damage) is expressly disclaimed. Nothing contained herein or therein is, or shall be relied upon as, a promise or
representation, whether as to the past or the future. No party shall have any right of action against the Company or any other person (including, for the avoidance of doubt, their respective employees,
directors, officers, contractors, advisors, members, affiliates, successors and agents) in relation to the accuracy or completeness of the information contained in this document or any other written or oral
information made available to it in connection with the Company or its business.

This document may contain forward-looking statements, opinions and/or projections concerning funds managed by the Company prepared by the Company’s management which involve significant elements of
subjective judgement and analysis which may or may not be correct. Such forward-looking statements, opinions and projections are not guarantees of future performance and involve known and unknown risks
and uncertainties. Other important factors could cause actual results to differ from the statements, opinions and projections contained herein. Forward-looking statements, opinions and projections are based
on historical and/or current information that relate to future operations, strategies, financial results or other developments.

The recipient agrees to keep confidential any information contained herein and any other written or oral information otherwise made available in connection with the Company or in connection with any further
investigation. Any recipient hereof should conduct its own independent analysis of the Company, its managed funds and the data contained or referred to herein or therein. In furnishing this document the
Company does not undertake any obligation to provide the recipient with access to any additional information or to update this document or additional information or to correct any inaccuracies therein which
may become apparent.

This document must not be copied, reproduced, distributed or passed to others at any time.
This document does not constitute investment advice and the Company undertakes no obligation with respect to the recipient hereof.

Any investment in financial products or funds carries substantial risk and may involve special risks that could lead to a loss of all or of a substantial amount of such investment. The Company strongly
recommends that any persons reading this information document consult with financial advisors.

Boutique Collective Investments (RF) (Pty) Ltd (“BCl”) 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. BCI 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. Boutique Collective Investments (RF) Pty Ltd retains full legal responsibility for the third party named portfolio. The portfolio
derives its income primarily from interest-bearing instruments and is in accordance with section 100(2) of the Act, the yields are current and calculated on the 14t May 2021.
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