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SCENARIOS

High Road Road to nowhere

% -
Bailout and policy tz) B@ Failed state

correction



WATCH POINTS

High Road

Economic Growth + National Finances under
control.

v" Government regains the trust
v" Pro growth policies
v" SOE reform

Bailout and policy correction

Government unable to control finances and
accepts help from external sources.

v' SOE and grants drain the fiscus.
v" Corruption remains endemic
v Decision to seek a bailout.

Road to nowhere

National Finances under control.

v' Developmental state ideals trump reality.

v" Government spending under control allowing
them to maintain the status quo.

v" Slowed corruption

Failed state

Government unable to control finances and
decides to go it alone.

v Populist solutions of printing money
v' Taking from pension funds
v' Default on the nation’s debt.



ASSET ALLOCATION

High Road Road to nowhere
* Buy SA Inc equities e Buy SA Multi Asset Income and bonds
* Buy Bond Funds * Buy Offshore Equity

* Sell SA Inc equity

o Sell Multi-Asset Income
* Sell some offshore

Failed state

Bailout and policy correction

* Buy everything offshore

* Buy SA Multi Asset Income and bonds
» Sell everything SA

* Buy Offshore Equity
* Sell SA Inc equity




CURRENT EVALUATION

High Road

v' Tender for 12 000 MW of electricity

production.

v" Nedlac growth proposals.

v' Government accepted that it does not have
capacity for infrastructure roll out.

Bailout and policy correction

v Continuation of propping up SOEs (Denel) and SAA

v" Government has outright rejected prescribed assets
and changing the reserve bank mandate.

v' Government has outright rejected nationalising the
reserve bank.

Road to nowhere

v' Prosecution of corruption starting

v" SAA bailout continues . .. Though labour has
accepted job cuts

v" Expenditure cuts proposed and likely to
succeed.

v Policy disconnect

Failed state



ASSET ALLOCATION

Current Stance

Expected Returns

Asset Class Benchmark Weight . 5 12m Fwd (ZAR)
Negative Neutral Positive
LOCAL 80%
Equity 52% O 11.3
Bonds 16% (O 9.3
Listed Property 6% . 7.0
Cash 4% O 3.3
GLOBAL 20%
Equity 13% O 5.0
Government Bonds 1% ' -0.2
Corporate Credit 3% ‘ 2.0
Listed Property 2% ' 2.0

Cash 1% O 0.0
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RAND VIEWS

Actual ZAR/USD vs ZAR PPP Model

Firing of Gordhan as

Finance Minister

Global FInancial Crisis

9/11

COVID-19 Crises

A

Firing of Nene as

Finance Minister

- TZ2 10
Tz Ady
- 0C 10
| 0¢ Jdy
- 6T 120
6T Jdy
- 81 120
| 8T Jdy
- LT PO
/T Ady
- 9T 120
| OT Jdy
- ST 320
| GT Jdy
- 71 10
T Ady
- €T 3190
| €T Jdy
- CT 1P0
| 2T Jdy
- TT 320
| TT Jdy
- 0T 310
. Q7 Ady
- 60 120
| 60 4dy
- 80120
- g0 Jdy
- L0320
/0 4dy
- 9010
- 90 Jdy
- G010
| GO 4dy
- 70 3120
_ 0 Jdv
- €01°0
€0 Jdy
- 03120
| 20 Jdy
- T0 310
| T0 Jdy
- 00120
00 Jdy

20.00 -

18.00 A

16.00 A

14.00 A

12.00 A

10.00 A

8.00 H

6.00 -

4.00 -

2.00 A

0.00

ZAR_USD ==ZAR_PPP

Fair Range

Source: Thompson Reuters / Anchor



REAL YIELDS IN SA VERSUS THE WORLD

20%

15%

Real Yield

10%
0% | ] . . I I I

-5%

-10%
Nigeria  Poland India Taiwan  Turkey Mexico Thailand Russia Chile  Malaysia  Brazil Indonesia South Kenya Tanzania Ghana  Uganda Egypt Zambia
Africa

Country

Source: Thompson Reuters / Anchor



SA BONDS

Volatile Attractive yield Should work well in most Foreign participation
scenarios is low, but likely to

improve as we come
out of COVID-19
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GLOBAL YIELDS - LOWER FOR LONGER

Bond Yield (%)
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GLOBAL YIELDS

Volatile Very low Safe place for cash Anchor BCI Global
that you don’t want in Income Fund
equities
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SUMMARY OF WHERE THE MONEY WILL BE MADE

Domestic Equities Domestic Fixed Income

Yield of 8.75% to 10%
means buy bonds and
be patient.

(&

Global Equities Global Fixed Income

Avoid duration, hold a
corporate bonds for 2%
to 3% vyields.



This report and its contents are confidential, privileged and only for the information of the intended recipient. Anchor
Capital (Pty) Ltd makes no representations or warranties in respect of this report or its content and will not be liable for
any loss or damage of any nature arising from this report, the content thereof, your reliance thereon its unauthorised
use or any electronic viruses associated therewith. This report is proprietary to Anchor Capital (Pty) Ltd and you may
not copy or distribute the report without the prior written consent of the authors. Any forecasts or commentary in this
document are not guaranteed to occur.

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. BCI reserves the right to close 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. Actual annual percentage figures are also available to
existing investors on request. Performance fees are calculated and accrued on a daily basis based upon the daily
outperformance, in excess of the benchmark, multiplied by the share rate and paid over to the manager monthly.
Performance figures quoted are 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 (‘» g k
-
)
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are declared on the ex-dividend date. . DISCLAI M E R
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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. Certain investments -
including those involving futures, options, equity swaps, and other derivatives may give rise to substantial risk and
might not be suitable for all investors. Income funds derive their income from interest-bearing instruments in
accordance with Section 100(2) of the Act. The yield is a current yield and is calculated daily. 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.

© 2009-2020 Anchor Capital (Pty) Ltd.
An authorised Financial Services Provider
Reg No # 2009/002925/07 | FSP # 39834




