BELEGGINGS- EN VERSEKERINGSMAKELAARS

INVESTMENT AND INSURANCE BROKERS

NEWSLETTER
DECEMBER 2020

Founder Member and AssociateFdNSOLNET “Q

WE WOULD LIKE TO TAKE THIS OPPORTUNITY
TO THANK YOU FOR YOUR FAITHFUL SUPPORT

PLEASE NOTE THAT OUR OFFICE WILL BE CLOSED
11 DECEMBER 2020 AND REOPENS 11 JANUARY 2021

MAY WE CELEBRATE AND REMEMBER
THIS TIME OF PEACE  AS A TIME OF HOPE, JOY AND LOVE
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| 1. coronavirRus |

What a strange year 2020 was due to the Corona pandemic. The cases of infection worldwide are clearly
decreasing from the highs it has reached. Although, there are again sporadic increases in cases of infection,
it seems that the virus is under control. It is a given that we may still have to live with the virus for a few
more years to come. The positive news is, there are a variety of antidotes in an advanced stage of testing.
Applying the antidotes will limit the increase in the pandemic and cause the death rates to decrease.

What is certain, is that we will not experience the world as it was before 2019 again. The new technology
era is definitely here to stay and many people are going to work from their homes. It will take a long time to
fully lease the vacant office space again and listed property shares will therefore take a long time to recover
in value. People will also travel less for meetings and appointments and more emphasis will be placed on
virtual appointments, such as Zoom, Skype and so on. Although costs will be saved in the process by
individuals and companies, the hotel and guest house industries will be affected negatively and many job
opportunities will still be lost.

The growing demand for new and improved technology will continue to increase and innovative companies
will grow even faster.

People will visit businesses and shopping malls less, which will probably keep them healthier and save them
money. Businesses, however, will be worse off.

It is becoming an increasing challenge for portfolio managers to compile portfolios accordingly. However,
at this stage, there are shares available in good companies at lower valuations that can lead to positive
returns. Ingenious and experienced portfolio managers will take advantage of these opportunities.

Unfortunately, the unemployment problem will continue to increase and worsen, resulting in more unrest.

2. INVESTMENT STRATEGY OF RSA BROKERS

We continue to ask big questions about the Government's ability to manage South Africa positively.
Unfortunately, the negative local problems of mismanagement, fraud, theft, cadre deployment, BEE and so
on, continue unabated. This pattern is already well established in the rest of Africa.

More than 80% of the State's revenue is spent on salaries and debt. Budgets for essential services, such
as education, housing, medical care, defence, etc., are being cut. This reduced availability of capital to the
economy will result in the economy recovering and growing much slower.

With the exception of the five big companies listed on the South African stock exchange, namely Naspers;
(Process); Anglo; BHP; Richemont and BAT, the potential in the local stock market is limited. From 2001,
about 50% of the listed companies on the stock exchange drastically reduced their business and delisted
or simply ceased to exist. Therefore, fund managers have less opportunities to invest in good companies
on the local stock exchange. There is too much money available for the limited number of shares in the
stock exchange. This leads to unreliable share prices.

Our investment strategy still stipulates that clients should only keep enough capital in South Africa from
which they need income and for unforeseen expenses. These investments should preferably not be linked
to the stock exchange. The balance of capital available for growth, should be invested in well-diversified
offshore equity portfolios. The capital can be invested directly or indirectly in offshore funds, depending on
the circumstances. This investment strategy was applied during the Corona pandemic and our clients'
portfolios performed really well.
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| 3. MODEL PORTFOLIOS |

As already announced in our previous two newsletters, Sygnia is currently in the process of sending the
necessary letters with the model portfolio mandates to all our clients. Most of our clients' portfolios have
already been divided into mandates distributions and there is limited capital that will still be changed in terms
of the proposed models. You are kindly requested to study the mandates, approve, sign and return it to
Sygnia before or on 18 December 2020.

Benefits of the model portfolios are briefly as follows: -
1 We use experienced and dedicated investment specialists;
1 Access to an existing and proven investment process with a top performing multi-fund manager;

1 The rebalancing of investment portfolios where income is withdrawn is greatly facilitated and no longer
needs to be done on an individual basis. Portfolios will be cost effective. RSA Brokers has the
flexibility to select specific funds and asset classes for the model portfolios.

1 Regarding streamlined administration, the necessary changes can be made almost immediately and
automatically in the portfolios without the individual signatures of clients;

1 Costs of management can be negotiated. Thus, for example, the management fee of the Matrriott
Core Income Fund will be reduced from 0.78% to 0.65% from 1 December 2020; and

1 RSA Brokers retains full control and responsibility for client relationships.

The Model portfolios are mainly applied to the following:
1 Living annuities;
1 Retirement annuities, pension and provident funds (Section 28 cases);
1 Investments for growth in 5-year tax-free policy structures; and
1 Discretionary capital from which income is withdrawn, in full or partially.

If you have any queries in this regard, you are welcome to contact us.

I 4, COMMUNICATION WITH CLIENTS AS FROM 2021 I

On150ct ober 2020, we sent a | etter regarding 202106
ANNEXURE A) and are in the process of analysing the feedback provided. This will give us a good
indication of which clients would like to be seen in person and who would prefer to communicate through
technology.

If flights allow, we plan to visit the upcountry areas during March, June and November. If you have not
given feedback yet, we would appreciate it if you could return the questionnaire as soon as possible to us.

Please note that we have installed a large TV screen with the necessary technology in the office of Ronel
Raubach in Potchefstroom. Clients are welcome to use this to communicate with us and in the process
enjoy a cup of coffee. We can also arrange for a copy of the individual investment summaries to be available
there. Alternatively, the summaries will be sent to you electronically.

5. NEW LEGISLATON REGARDING RETIREMENT ANNUITIES AND
PENSION FUNDS

51 Parliament and Treasury have just approved legislation in terms of which clients intending to
emmigrate after 1 March 2021, may not withdraw capital from their pension funds or retirement
annuities in South Africa. This is a very negative trend and we reaffirm that the Receiver of Revenue
is experiencing a huge shortage of revenue and it is not unlikely that similar negative legislation will
be considered in order to stop the outflow of capital from South Africa. The present allowance of
R1-million shares per individual taxpayer, ends on 31 December 2020. This trend confirms our
investment strategy to apply maximum capital in tax-free, offshore portfolios for growth.
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5.2 There is an incorrect circular on investment options for annuities and pension funds. Recently, a
very confusing currency control circular No. 15 of 2020 on the reclassification of inwardly listed
instruments and offshore exchange trading funds (ETFs) appeared. This has caused a great deal
of uncertainty as to whether more than the permitted 30% of capital in retirement annuities and
pension funds can be invested offshore. After inquiries from the public sector about this, Treasury
and the Reserve Bank canceled the circular again. The mere fact that such an extremely confusing
document could have been sent out, raises questions about the integrity of the persons and
institutions that drafted this document. Once this matter is resolved, we will keep our clients
informed.

I 6. MARKETS IN REVIEW I

We refer to a few graphs in a recent submission from Ninety One that confirms clear trends in the world and
local economy. Many of our clients took the opportunity to get rid of existing equity portfolios or reduce
capital in them, due to the fact that significant losses have been suffered in the local stock market in the
past year. The losses can be written off historical capital gains and, therefore, offers an excellent opportunity
to move capital to offshore portfolios. As expected, the world economy has also recovered much faster
from the impact of the Coronavirus, compared to the third world developing countries.

The dissatisfaction of the local population due to the inadequate provision of housing, health, schools and
SO on, is increasingly leading to unrest, which is systematically destroying the economy. This certainly is
discouraging offshore investors to consider the possibility of investing capital in South Africa.

Moody's has just downgraded South Africa, Eskom, the Industrial Development Corporation, the
Development Bank of Southern Africa, the Land Bank and six major municipalities, which will further slow
down the recovery rate of the South African economy and will make it even less attractive for offshore
investors to invest in South Africa.

We refer to the latest graphs (Graph 1) regarding Sygnia's return in their funds in the CPI+2% strategy
(conservative), the CPI+4% strategy (moderate) and the CPI+6% strategy (aggressive). The market
average representing the entire South African stock exchange, is the red block portion, which under
performs Sygnia. Therefore, it provides a very good indication of how poorly the South African economy
has handled the pandemic and how poorly the economy is recovering.

Graph 1

BOX AND WHISKER PLOTS TO 31 OCTOBER 2020
Ralling 36 Month Peer Group Comparison

Finsolmet CPIl +2%

FIMN22
o,
B
- L 7.4
"-t'-d_______________!_!';_______-

N BN /i“’i“#i H i‘""‘i‘\a

2,006

1,05

0,05

-1,0%

-2 0%

-3 0%

-4,0%

Febk2d Felar 20 Spr 20 Felay 20 Jun 20 Jul 20 S 20 Zap2d Ot 20

5| Page



BOX AND WHISKER PLOTS TO 31 OCTOBER 2020

Rolling 36 Month Peer Group Comparison
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BOX AND WHISKER PLOTS TO 31 OCTOBER 2020

Rolling 36 Month Peer Group Comparison

Finsolnet CPI +6%

FIN&7

11,0%

9.0%

1%

5 b 5% ﬂ{_,.«-'—ﬁ-“—-—f CEds -ﬁ.lz_____uqm
g

o EN L~ B B m .

- = B B

-1,0%

-3,0%

-5,0%

-7,05

-8,0%

-11, 06

-15,

Feb 20 klar 20 Bpr 20 klay 20 Jun 2@ Jul 20 Hug 20 Sep 20 Ooct 20

6| Page




Graph 2
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5 years to 31 October 2020
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COMMENT T Graph 2: Interms of asset classes, #trualised-year average return of the stegkhange
index is still only.2% while the Government Bémthualisedndex is 5%. Although cash hgserformed wel
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Graph 3

12 months to 31 October 2020

SA equities: market cap returns
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COMMENT i Graph 3: Note the year to date column, which shows that langeacdes still showheindex
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Graph 4

i SA equities: earnings growth

Rolling 12-month %6 change -22.8%

FTSE/JSE All Share Index sarnings growth

ap
30
.
20
10
.
0
-0
-20
-30
-4

g g = & - E: 5 = > = = = = = © k= £ = ] 2

& ol L L st ps & A L & s = = & = = = = = Py

= & Z 5 = J: = E z 3 = & s a o I & & a &

COMMENT i Graph 4: The graph clearly shows ttiae growthof earningson the South African stor
_ exchangelecreasedurther in October.

g

Graph 5

I Foreigners were net sellers of SA equities in October
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Graph 6
Foreigners sold SA bonds in October
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Graph 7
SArand against the US dollar, pound & euro

12 months to 31 October 2020
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COMMENT 1 Graph 7: The Rand's weakness against other currersodsarin this chart since 201t is
very unlikely that it will not follow the same trend ifuthee.
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Graph 8

n Global equities

5 years to 31 October 2020 (Allin US dollars)
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Graph 9
" Inflation set to remain contained within target band
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COMMENT i Graph 9: Inflation will most likely remain within the control of the Reserve Bank's tar
the foreseeable future.
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Graph 10

I US manufacturing sentiment climbed slightly in October, remaining in
expansionary territory
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COMMENT i Graph 10: This msitive trend was observed in the manufacturing sector lintteel Statem
. October 2020vhich is good news for future growth.

Graph 11

n Rand platinum price declined sharply in October
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COMMENT 1 Graph 11: The platinum price in Radeclinedsharply in October 2020.
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Graph 12

COMMENT i Graph 12: OQil's declining value per barrel continues angeiig good news for the wor
economy, butotfor oilproducing countriesThe tremendous increase in the development of technology
electric motors, robotics and so on, is gualiyng to accelerate this trend.

| 7. PROJECTS |

7.1 Switching of retirement annuities to living annuities

In this regard, we refer you to our June 2020 newsletter in which the motivation for these suggestions
are set out in detail. Where applicable, we will continue to suggest that retirement annuities be
converted to living annuities.

7.2 Contributions to annuities to save tax

We continue to remind clients in writing during August that they can invest 27.5% of their gross income
annually in retirement annuities, to save income tax. With our ongoing visits, we also advise clients
in this regard. More capital is therefore available to clients for alternative needs.

7.3 Joint planning for clients 70 years and older, in collaboration with their children or family

This aspect was also clearly set out in our June 2020 newsletter and we confirm that we are continuing
with this, as it is extremely important that everyone's financial situation should be in order. All parties
must also be thoroughly informed about the state of affairs to ensure that an estate resolves quickly,
efficiently and without disruption.

Once again, we appeal to you that, if you do not have internet facilities yourself, you should strongly

consider giving us the necessary permission to communicate with you through your children6 s i nt er
The option to communicate via the post office is declining at a tremendous rate and is completely
unreliable.
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