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Long term asset class returns

SA Equities 8.0% SA Equities 10.4% SA Equities 5.0%
SA Bonds 9.7% SA Bonds 4.6% SA Bonds 3.0%
SA ILBs 3.3% SA ILBs 6.0% SA ILBs 0.9%
Cash 5.7% Cash 2.8% Cash 1.2%
Foreign Equity  17.1% Foreign Equity  -5.5% Foreign Equity  14.5%
Foreign Bonds  13.6% Foreign Bonds  -2.1% Foreign Bonds  2.6%

\ Inflation 7.4% ’ ‘ Inflation 5.9% , ‘ Inflation 5.0% ,

1991
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Asset Class Real Returns over 29 years (to September 2021)

SA Equities

SA Bonds

SA ILBs

SA Cash

Foreign Equities
Foreign Bonds
Inflation

2011

8.0%
5.5%
3.5%
3.2%
7.9%
4.6%
6.4%

current

= The core drivers of strategic asset
allocation
= Poor returnsin the last decade for

local assets

Source: JSE, Vunani Fund Managers
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Strategy framework

strategic asset allocation framework

8.00%
Objective function - Omegarisk for a given thresholds
7.00%

6.00%

5.00%

REAL RETURNS

4.00%

3.00%

2.00%

0.00% 2.00% 4.00% 6.00% 8.00%

3 | *Long term SAA mid-point is derived from beta
*Data start from February 1991

*Regulation 28 complaint

6.88%

SAAS - Mid-point of 6.47%

10.00% 12.00%

THRESHOLDS

—@—exp_returns_36m_R75%

—@— exp_returns_60m_R75%

e SAA3-75% MaxEE

=@ SANS-75% MaxEE

e SAAT-75% MaxEE

enfe=CPI5_ Mid-point

14.00% 16.00% 18.00%

Strategic asset allocation determination:

= Optimising for a sustainable long term returns
= Qutcome based return profiles

= Balancing risk/reward to achieve attainable

targets

Source: Vunani Fund Managers
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Equity market

Domestic market better on a relative basis

Equities - S&P 500 Real Price-Earnings Ratio - CAPE SA Equities Real Price-Earnings Ratio - CAPE
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Starting valuation matters

The current P/E valuation is not cheap but still supports decent subsequent returns relative to LT ( 25.16x March)

15% | starting PE and subsequent 5-year returns — S&P 500
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Starting valuation matters

The current valuation still supports subsequent double digits historical returns (11.34x in March)
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Where are we now?
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Astonishing outperformance of

US Treasury bonds

Source: Vunani Fund Managers



Lesson from recent distress event

= Securitisation structures

= EXxposure to legal entities/security vs industry (macro)

= Perfecting security
= Economic stress starting to emerge in operating entities

= Debt market liquidity limited
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Domestic Bond market
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2,233 listed bonds;
R11 trillion traded in 2023;
11 bonds = 90% of all trade

Values traded, 31 Dec 2022 to 31 Dec 23

Source: JSE, Vunani Fund Managers
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Conclusion

= Higher rates for longer require persistency in earnings growth
= SA valuations attractive for longer term investors

= Geo-political tensions

= Debt distress may rise in the period ahead

= Balancing risk and return critical in the period ahead
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LEGCAL NOTICE
Company Registration No: 1999/015894/07

Vunani Fund Managers (Pty) Ltd is an authorised financial services provider (license no. 608) approved by the regulatory
authority (www.fsca.co.za) to provide intermediary services and advice in terms of the Financial Advisors and Intermediary
services Act 37 of 2002.

The value of investments, and the income from investments, may fluctuate and past performance is not necessarily a guide to
future performance.

The information and opinions contained in this document are provided in good faith and from sources believed to be reliable,
but no representation or warranty, expressed or implied is made to their accuracy, completenessor correctness. Vunani Fund
Managers accordingly accepts no liability whatsoever for any direct, indirect or consequential loss arising from this document
or its contents. Certain directors may have direct or indirect interests in some of the shares or companies mentioned in this
report.

The information in this document may not be reproduced, copied or redistributed in whole or part without the prior written
consent of Vunani Fund Managers (Pty) Ltd.

Vunani Fund Managers (Pty) Ltd claims compliance with the Global Investment Performance Standards (GIPS) and has
prepared and presented this report in compliance with the GIPS standards. Vunani Fund Managers (Pty) Ltd has been
independently verified for the periods1January 2005 to 31 December 2022. The verification report is available on request.

Verification assesses whether (1) the firm has complied with all the composite construction requirements of the GIPS
standards on a firm-wide basis and (2) the firms’ policies and procedures are designed to calculate and present
performance in compliance with the GIPS standards. Verification does not ensure the accuracy of any specific
composite presentation.

vunanifm.co.za

46 | Vunani Fund Managers

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
interestsmay 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 reservesthe
right to close the portfolio to new investors and reopen certain portfolios from time to time in order to manage them more
efficiently. Additionalinformation, including application forms, annual or quarterly reports can be obtained from BCI, free of
charge.

Performance figures quoted for the portfolio is fromn Morningstar, as at the date of thisdocument 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 investmentdate, the date of reinvestmentand dividend withholding tax. 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.

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, settlementrisk 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, BCI 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 Conditionson the BCl website (www.bcis.co.za).
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