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CURRENT BACKDROP

= There have been 42 sovereign bond defaults since 1997, 21 of which took place
since 2010

= The number of EM’s in debt distress is the largest since 2000

Figure 1. Number of countries in sovereign debt distress Share of defaults in the most common circumstances
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Source: Brookings, World Bank, Moodys, Asonuma & Trebesch (2016), Erce, Mallucci, Picarelli (2022)
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WHY DO SOVEREIGNS DEFAULT?

Exhibit 1
The causes of sovereign defaults over 1997-2020 can be grouped into four categories

Sovereign defaults by four stylized
Causes

1. Chronic economic stagnation 2. Institutional and political factors

Chronic economic stagnation, a weak fecal position and
domestic vuinerabilities combined with large external
shocks and loss afl imettior confidence and culminated in

Ciwil canflict or institutional weaknesses, such as
unsustainable fiscal palicies, mismanagement of
contingent liabilities and administrative delays

Irstitutionad and paolithcal
factors

36%: Mongolia (87], Veneruela (98], Turkey (89), C5te d'lvoire [00,
11}, Camermon [04], 5t Kitts and Newis (13, Argentina (14, 19],
Ukraine [15), Mozambigue [16, 17}, Republic of Congo [17],
Ecuador [08, 20

4. Banking crisis

a soveraign defaull caused sovereign defaulls

Chronic economic

Bussia [98], Ukraine [98-0d), Argentina {01), Grenada (04, 13],
Venezuela (17), Suriname (20]

3. High debt burden

Persistent axternal and fiscal imbalkances builf up o an
unsustainably high debf burden. Slow buildup of debt
and a deferioration in debt affordalbility eventually
resulled in a soweraign defaull

Systemic banking crises and capital outflows
contributed to a large and sudden Buildup of public
debit and eventually triggered a government default

Hegh debt burden Banking crisis
Pakistan [99]), Moldova (02), Dominica {03 ], Seychelles (D8], 33% 145

Jamaica (10, 13), 5t. Kitts and Nevis (11), Gresce (12), Belice (06,
12, 17}, Barbados (18], Lebanon [20]

Ecuador (99), Uruguay [03), Nicaragua (03, 0%], Dominican
Republic (5], Cyprus [13)
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Source: Moody's Investors Service
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EVALUATING DEBT SUSTAINABILITY

= Defaultrisk rises as debt burden rises, but a high debt burden is neither a necessary
nor a sufficient condition for default

= Adi=-pbt + ((r—=g1)/ (1+91)) * di-1
= Foreign currency exposure

= Contingent liabilities
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COULD SOUTH AFRICA DEFAULT?

UBS EM fiscal vulnerability scorecard

Public debt (% 10y change in 2024e Primary ‘Breakeven’ primary Primary balance gap G-R FX share in Saving rate (% Average term to CAPB
GDP) debt/GDP balance/GDP (a) balance/GDP (b) (a-b) public debt of GDP) maturity (years) 2024-2023
Lesser fiscal
Russia 7 2.3 -0.8 - as | 37 4 28.1 7.5 1.0 vulnerability
Czech Republic 5 -1.2 -1.8 0.6 4.4
Turkey 5 -0.8
Indonesia 39 12 -0.1
Poland 52 1 -2.9
Chile a1 24 -1.2
Korea 56 15 -1.0
India 82 13 -2.9
Philippines 58 18 -1.8 6.3 0.8
Thailand 63 20 -1.5 24.3 7.9 0.2
Mexico 55 4 -0.7
Malaysia 67 -1.8
Hungary 66
Colombia =5
South Africa 76
Brazil 90 . Greater fiscal
us ) ) ) vulnerability
Italy - 8 0.0 (e -1.1 1.1 0.8 4 23.0 6.9 1.2

Source: ALUWANI Capital Partners, UBS
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SOUTH AFRICA’s COST OF DEBT IS EXCESSIVE

The yield curve is very steep
The debt maturity profile is very long
Debt service as % of revenue = 20%

S.A. borrows nearly R2bn each day
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Source: ALUWANI Capital Partners
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WOULD SOUTH AFRICA DEFAULT?

= They can just print money? ' 1 ' '
— Risk of an inflation crisis (de facto default) IT s nll G o n n 2
— Risk of a currency crisis hL
— Inflation target & Inflation-linked Bonds?e 3 s

= They can raise faxese

—  The amount would need to be significant
— Laffer curve and decline in GDP growth

Chart 1: Local currency debt vs_foreign currency bond and bank loan defaults, 1960-2019
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Source: Bank of England
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SCENARIOS

= |Increase real GDP growth & GDP per Capita = Tolerate higher inflation to deflate the debt
burden (default by stealth)

= Structural reforms — more productive spending
= |ncreased money supply / currency debasement
= Decrease the cost of borrowin
J = Reploqe foreign borrowing with domestic
= Shorten the maturity profile of the debt borrowing

= Keep hard currency debt low as a % of total = Shorter debt maturities = refinance risk

debft =  Prescribed assets
= Run a balanced primary deficit = Restructuring — creditor participation in debt
. . restructuring has averaged 95% since 1997
"= Have a strong fiscal rule in place. (Moodys)

= Exchange old bonds for new ones of lower
value.

Source: ALUWANI Capital Partners
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DISCLAIMER

The 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 obtfain independent professional investment advice before investing in any of ALUWANI Capital Partners (Pty) Limited’s (“ALUWANI") products. Investors should
be aware that investing in a financial product entails a level of risk which depends on the nature of the investment. The merits of any investment should be considered fogether
with the investor’s specific risk profile and investment objectives. Past performance is not necessarily a guide to future performance. Fluctuations in exchange rates and
underlying investments may cause the value of international investments or underlying investments, if included in the mandate, fo go up or down. lllustrations are not
guaranteed but are for illustrative purposes only. While due care has been used in the preparation of this information, actual results may vary in a materially positive or negative
manner. Forecasts and hypothetical examples are subject to uncertainty and contingencies outside ALUWANI's control. Past performance is not a reliable indication of future

performance.

ALUWANI Capital Partners is an authorized financial services provider. FSP No: 46196
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FAIS DISCLOSURE

INFORMATION IN TERMS OF THE FINANCIAL ADVISORY AND INTERMEDIARY SERVICES ACT

ALUWANI Capital Partners (Pty) Ltd is a licensed Category | and Category Il Financial Services Provider in terms of Section 8 of the Financial Advisory
and Intermediary Services Act 37, 2002 (license number 46196). Accordingly, ALUWANI Capital Partners is authorized o provide advisory and/or render
discretfionary intermediary services relating to the following financial products:

Advice Non- o Advice Non- .
ipti i t d th
Category Description automated Intermediary Other Category Description automated Intermediary Other
CATEGORY | CATEGORY Il - Discretionary FSP
Long-Term Insurance subcategory C X X Structured Deposits X
Shares X X Long-term Insurance subcategory C X
Money market instruments X X Shares X
Debentures and securitised debt X X Money market instruments X
Warrants, cerfificates and other instruments X X Debentures and securitised debt X
Bonds X X Warrants, certificates and other instruments X
s X X

Derivative instruments Bonds X
Participatory interests in a collective investment scheme X X Derivative instruments X
Long-ferm Deposits X X Participatory interests in one or more collective investment X

schemes
Short-term Deposits X X

Long-term Deposits X
Securities and Instruments X X

Short-term Deposits X

Securities and Instruments X
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FAIS DISCLOSURE

AUTHORISED REPRESENTATIVES

The people listed in the following table have been appointed as Key Individuals and/or Authorised Representatives:

Individual

Status

Emmanuel Boakye

Representative

Lindiwe Teboho Buthelezi

Representative

Lonwabo Dambuza

Key Individual and Representative

Riad Daniels

Representative

Jacqueline Eberle

Representative

Monica Jaglal

Representative

Sibusiso Comfort Mabuza

Key Individual and Representative

Mila Mafanya

Representative

Bafana Patrick Mathidi

Representative

Sabelo Sydney Sibusiso Mbhele

Representative Under Supervision

Mmakgotso Mogoane

Representative

Siduduziwe Mtshali

Representative

Njabulo Ngcobo

Representative

Necessity Ngorima

Representative

Bongani Ngwanya

Representative

Kgothatso Nyabela

Representative

Elton Oliver

Representative

Zahira Osman

Representative

Mishnah Seth

Key Individual and Representative

Christopher Twycross Representative
Ruaan van Wyk Representative
Shoaib Ahmed Vayej Representative
Conrad Wood Representative

As at date of appointment, the above people all meet the necessary personal character qualities of honesty and integrity as well as the competency
requirements relating to experience and minimum qualifications. They receive remuneration in the form of a monthly salary. None of them earn any

commission on any products or services sold. ALUWANI accepts responsibility for the activities of these employees performed within the scope of th

employment confracts.
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FAIS DISCLOSURE

CONFLICTS OF INTEREST

ALUWANI has implemented a Conflicts of Interest Management Policy in accordance with the General Code of Conduct issued in terms of the Financial Advisory and
Intermediary Services Act 37, 2002. All employees have signed and acknowledged their acceptance of this Policy. A copy is available on written request to the
Compliance Officer.

ALUWANI does not have any Soff Commission Agreements in place and the company’s only form of income is fee income in terms of the client’s mandate.

CONTRACTS WITH PRODUCT SUPPLIERS
ALUWANI offers financial products from a limited number of product suppliers (Please see Annexure A).

PROFESSIONAL INDEMNITY, FIDELITY INSURANCE OR GUARANTEES
ALUWANI is covered by a comprehensive Financial Institutions, Directors & Officers Liability Insurance Programme. The cover includes Fidelity cover and Professional
Indemnity.

CONFIDENTIALITY & DATA PRIVACY
Information disclosed to ALUWANI or any of its authorised representatives in their professional capacity will be treated as confidential unless written consent is obtained to
disclose such information or the disclosure of such information is required in the public interest or under a particular law.

ALUWANI shall take all reasonable measures to protect your personal information and for the purpose of this disclaimer “personal information” shall be defined as detailed
in the Promotion of Access to Information Act, Act 2 of 2000 (“PAIA"”) and the Protection of Personal Information Act, Act 4 of 2013 (“POPIA").

If you have any questions or wish to complain about the processing of your personal information, or if you wish to exercise any of your rights as a data subject, you can
contact ALUWANI's Information Officer. The Information Officer's contact details are as follows:

Name: Sibusiso Mabuza

Landline: +27 21 204 3800

Email:

Postal Address: Private Bag 9959, Sandton, 2146

In accordance with Section 51 of the Promotion of Access to Information Act No.2 of 2000 and the Protection of Personal Information Act No. 4 of 2013, ALUWANI has
compiled a PAIA Manual and Data Privacy Policy & Statement. The PAIA Manual Data Privacy Statement is available for download on ALUWANI's website:
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mailto:sibusiso@aluwani.com
http://www.aluwani.com/

FAIS DISCLOSURE

COMPLAINTS

ALUWANI will reply to any written complaints, as defined in the Financial Advisory and Intermediary Services Act, 37 of 2002 and which are
addressed to the Compliance Officer and submitted via email to regulatorycompliance@aluwani.com

If you are dissatisfied with the response, you may contact the Ombud for Financial Services, at:
PO Box 74571

Lynwood Ridge

0040

Tel: +27 12 470 9080 or +27 12 762 5000

Website: www.faisombud.co.za

FAIS COMPLIANCE

The appointed Compliance Officer is Mr. Nick Howse of eComply Consultants (Pty) Ltd, a licensed Compliance Practice, CO 744, who'is
contactable on (021) 671 8162 or email: regulatorycompliance@aluwani.com
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FAIS DISCLOSURE

PRODUCT SUPPLIERS

Boutique Collective Investments (RF) (Pty) Lid

ALUWANI BCI Money Market Fund

ALUWANI BCIl Enhanced Yield Fund
ALUWANI BCI Flexible Income Fund
ALUWANI BCI High Yield Fund

ALUWANI BCI Balanced Fund

ALUWANI BCI Top 25 Equity Fund

ALUWANI BCI Global Balanced Feeder Fund

Registration number: 2003/024082/07

Address:

Catnia Building
Bella Rosa Village
Bella Rosa Street
Bellville

7530

Contact: / +27 (0)21 214 1880

Finding a better way

Momentum Metropolitan Life Limited

ALUWANI Active Bond Fund
ALUWANI Active Money Market Fund
ALUWANI Core Equity Fund

ALUWANI Flexible Income Fund

ALUWANI Global Mulfi-Asset Fund
ALUWANI Optimiser Fund

ALUWANI Capped SWIX Equity Fund
ALUWANI Regulation 30 Income Fund

Registration number: 1904/002186/06

Address:

268 West Avenue
Centurion

0157

Contact: +27 12 671 8911

ALUWANI Active Inflation-Linked Bond Fund


mailto:clientservices@bcis.co.za

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 Conftrol Act,
No 45 of 2002 and is a fullmember 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
fime in order to manage them more efficiently. Additional information, including application forms, annual or quarterly reports can be obtained from BClI, 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 reasonabile 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 BCI/the Manager’s products.

A money market portfolio is not the same as a bank deposit account. The price is targeted at a constant value. The total return to the investor is made up of interest received and any gain or loss
made on any particular instrument. In most cases the return will merely have the effect of increasing or decreasing the daily yield, but that in the case of abnormal losses it can have the effect of
reducing the capital value of the portfolio. Excessive withdrawals from the portfolio may place the portfolio under liquidity pressures and in such circumstances a process of ring-fencing of
withdrawal instructions and managed pay-outs over time may be followed. The yield is calculated using an annualised seven day rolling average.

Income funds derive theirincome from interest-bearing instruments in accordance with Section 100(2) of the Act. The yield is a current yield and is calculated daily.
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