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THE GREAT BOND ROUT

REUTERS World Business Markets Breakingviews Video More

Daily Market Comment — Bond market meltdown
devastates stocks, resurrects dollar

BUSINESS NEWS FEERUARY 26, 2021 / 1:18 PM / UPDATED 2 MONTHS AGO

Posted on February 26, 2021 at 9:26 am GM

Analysis: Global bond rout turns up the heat on
central banks

Marios Hadjikyriacos, XM Investment Research Desk

Bloomberg
Markets .
: . : The Bond Market Is in Meltdown Mode
Hedge Funds Nalled Treasurles ROUt Wlth Posted by Michael Carr | Mar 22, 2021 | Chart of the Day, Markets
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US 10 YEAR BOND YIELDS
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THREE FACTORS

FACTOR 1

INFLATION
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US INFLATION - PERSONAL SAVINGS
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THREE FACTORS

SELLING




THREE FACTORS

B Central government marketable gross borrowing requirement
/7 Marketable net borrowing requirement / General government deficit
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IMPACT ON SOUTH AFRICAN BONDS

R2030 Bond Yield
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ITS GOING TO BEOK...

Year to date returns

Portfolio to 22 April 2021
Anchor BCI Core Income A 1.40%
Anchor BCI Flexible Income A 1.40%
Anchor BCI Bond A 1.49%

Source: Morningstar
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THE RAND IS FAIR

Actual ZAR/USD vs ZAR PPP Model
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SOUTH AFRICAN BONDS ARE CHEAP

South Africa Government 10yr
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SOUTH AFRICAN BONDS ARE ATTRACTIVE GLOBALLY

Real Yield
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FAIR YIELD ON SA 10 YEAR BOND

Anchor SA Bond Yield Monitoring - R2030 Bond
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Money Market - Ave = 4.0% Core Income - Ave = 4.8%
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COMMENTARY ON
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Current stance
Expected returns

e (local currency) (36)
Megative Meutral

LOCAL
Equity 12.6
Bonds 9.8
Flexible income . 6.3
Listed property . 8.5

ASSET ALLOCATION .

Alternatives® . 10 - 15
Rand/US% (rand marginally stronger) -2.5

GLOBAL
Equity i 5.0
Government bonds . 0.4
Corporate credit . 1.0
Listed property . 3.0
Cash 0 0.1
Alternatives® .I 5-10

*Alternatives includes hedge funds, protected equity structured products, and physical property.
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WHERE WILL THE MONEY BE MADE

Domestic Domestic Fixed Income
Equity
 Bonds are cheap
« Slight overweight risk to capture possible capital
gains and higher yields
 Domestic bonds are still attractive
Global Equity Global Fixed Income
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* Bonds have moved dramatically and yields are becoming
interesting again.

 Risk of an inflation overshoot in the near term.

* Longer terms corporate tax hikes and a normalisation of
growth are positive for bonds.

* Shorter duration bonds are useful as a repository for cash
if you don’t want maximum equity exposure.




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. BCl 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
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. 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.

© 2009-2021 Anchor Capital (Pty) Ltd.
An authorised Financial Services Provider
Reg No # 2009/002925/07 | FSP # 39834
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