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When Developed Economies Propose Bad

Policy
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l Day six: Will Liz Truss outlast this lettuce?




The Lettuce Is No Match for These EM
Leaders




But Success Stories Generate Great

Returns

Indian Election
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Rezco Value Trend Through Risk Events

Time Period: Since Common Inception (01/10/2004) to 31/03/2024

Currency: South African Rand
1,100
1,000

900
800
700
600
500
400
300
200
100

Rezco Value Trend A

Source Data: Total Return

Nenegate

Ramaphoria

Covid Inflat

Crash

ion

o~

Euro
] Crisis
2006 2008 2010 2012 2014 2416 P018 2020 2022 2024

Source: Morningstar Direct

1,063.8 —ASISA SA MA High Equity

667.7



Global Macro: Back to the 1970’s

S&P 500 annual rolling returns

Updated: 23/04/2024
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SA Elections - Digging into
the Details




How We See Politics & the Market in SA

South African election scenario based views

1994 Style Broken Doomsday

Scenario .. Status Quo . ..
optimism Alliances Coalitions
Probability 20% 25% 40% 15%
SA Inc
. +5% 0% -10% -15% to -30%
Earnings
PE Ratio +25% +10% T L -20%
ANC internal reform with Big political change as Unfortunately may seem |ANC/EFF/MK unite to govern
strong coalitions built on move into coalition like the optimism with a strong majority.
structural reform. The best politics, but economically |scenario (ANC & DA Economic Policy
outcome is a strong tail of speaking little changes - |Coalition?), but breaks deteriorates, investor
reform parties involved: IFP, |continued structural down. Sentiment is up sentiment weakens
D S Rise Mzansi, PA, but a deterioration but no and down. Infighting and |dramatically, weak ZAR
escrlptlon compliant DA would support |dramatic downturn. SARS, |broken alliances means a |creates inflation risks and
this. Sentiment improves, but [SARB, Treasury stay continued or even faster |puts political pressure on
delivery takes a long time and |strong. Possible relief rally |deterioration in an already |SARB. Questions raised over
requires continued that nothing worse crumbling system. the economic stability of the
improvements. happened. country.




Superforecasting Mindset

b e For superforecasters, beliefs are hypotheses
to be tested, not treasures to be guarded.

SU PER Churchill sent Keynes a cable reading, ‘Am

i/ coming around to your point of view." His
FUREEAS” ’ Lordship replied, ‘Sorry to hear it. Have
started to change my mind.

T Ph.ilip Tetlock; Sygerforecasting: The Art and
of Prediction Science of Prediction

PHILIP E. TETLOCK
DAN GARDNER

*The most important book on declsion making since Danlel Kahneman's
Thinking, Fast and Stow.” —JASON IWEIG, rme wan Sweet Journal
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Track the Data and Revise Views with New
Information

Filter by Election year | 2021

Western Cape - Leading Party per Voting

PA
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The State of Play Coming into the SA
National Elections

Date: 2014 2019 2021 09/2023 22/01/2024 | 06/02/2024 | 11/03/2024 17/03/2024 | 08/04//2024 10/04/2024 | 22/04/2024
National INEYd[e]aF] Municipal
Election Election Election

V|evv/PoII IEC IEC IEC actual |PSOS Highly Brenthurst RW Highly Rezco's
actual actual data regarded Johnson regarded Current
data data political eNCA political View

analyst survey analyst

ANC 62% SYASY 45,6% 43% 47,5% 40,5% 39% 41,1% 45% 37% 42%

22% 20,8% 21,7% 20% 22.5% 20,5% 27% 20% 20% 25% 20%

EFF 6,4% 10,8% 10,3% 18% 1% 19,6% 10% 15,5% 12,5% 1% 1%

13% 1% 6% 13% 6%

- 2,4% 3,4% 5,6% 5% 6% 4,9% 2% 4,3% 55% 5% 4%

2,3% 3% 4,3% 1,4% 3% 2.5%

0,07% 0,04% 1% 1.5% 1.5% 3.5%

VAKS 7,46% 13,5% 14% 8.5% 10,2% 9% 6,7% 6.5% 9% 11%




How Right Were the Polls Last Time?
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The 2019 polls vs the actual election outcome
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What the Polls Are Not Looking At?
Ward data insight: ANC have a lot of gaps

ANC Voter Support Over Time

2014 National Election 2019 National Election 2021 Municipal Election
Average: 65.92% Average : 58.46% Average: 41.65%

Current By-ward Election

Average: 39,79%
I| ‘ L




DA Are Getting Weaker

DA voter support over time Current by-ward Election
Average: 51,62% (ericipatoncay)
2014 National Election 2019 National Election 2021 Municipal Election Average: 20,41%
Average: 19,07% Average: 18,15% Average: 24,77%




EFF Are Not Broadening Out

EFF voter support o

L o b A

ver time




Ignore the “Popcorn Parties” at Your Peril

2014 National Election
Average: 6,5%
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'‘Other' voter support over time

2019 National Election
Average: 8,1%
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The State of Play Coming into the SA
National Elections

Date: 2014 2019 2021 09/2023 22/01/2024 06/02/2024 11/03/2024 17/03/2024 08/04//202 10/04/2024 22/04/2024
National INEldle]aF] Municipal 4
Election Election Election
View/Poll IEC |[EC |IEC actual |IPSOS Highly Brenthurst RW Highly Rezco's
by: actual actual data regarded Johnson regarded Current
data data political eNCA political View
analyst survey analyst
ANC 62% 57,5% 45,6% 43% 47,5% 40,5% 39% 41,1% 45% 37% 42%
DA 22% PIGRSY 21, 7% 20% 22.5% 20,5% 27% 20% 20% 25% 20%
EFF 6,4% 10,8% 10,3% 18% 1% 19,6% 10% 15,5% 12,5% 1% 1%
MK 13% 1% 6% 13% 6%
IFP 2,4% 3,4% 5,6% 5% 6% 5% 2% 4,3% 5,5% 5% 4%
Action SA 2,3% 4% 3% 4,3% RAV 3% 2.5%
PA 0,04% 1% 1.5% 1.5% 3.5%
Other 7,2% ASY 13,5% 14% 8.5% 10,2% 9% 6,7% 6.5% 9% 1%




How We See Politics & the Market in SA

South African election scenario based views

Scenario

1994 Style

optimism

Status Quo

Broken
Alliances

Doomsday
Coalitions

Probability 20% 25% 40% 15%
SA Inc
. +5% 0% -10% -15% to -30%
Earnings
PE Ratio +25% +10% T e -20%
ANC internal reform with strong |Big political change as Unfortunately may seem |ANC/EFF/MK unite to
coalitions built on structural move into coalition like the optimism govern with a strong
reform. The best outcome is a politics, but economically |scenario (ANC & DA majority. Economic Policy
strong tail of reform parties speaking little changes - |Coalition?), but breaks deteriorates, investor
involved: IFP, Rise Mzansi, PA, continued structural down. Sentiment is up sentiment weakens
D ipti but a compliant DA would deterioration but no and down. Infighting and |dramatically, weak ZAR
escription support this. Sentiment dramatic downturn. SARS, |broken alliances means a |creates inflation risks and

improves, but delivery takes a
long time and requires
continued improvements.

SARB, Treasury stay strong.
Possible relief rally that
nothing worse happened.

continued or even faster
deterioration in an already
crumbling system.

puts political pressure on
SARB. Questions raised
over the economic
stability of the country.




Funds Positioning (Target)

SA Equity

Global
Flexible

Managed

Plus Value Trend Stable Equity

Local Exposure

Global Exposure

Gold

Global Equity
Total Equity

SA Short Duration

SA Long Duration

Global Short Duration

Global Long Duration

Direct Offshore

ZAR Currency Hedge




Why Flexibility Is Important:
Four Case Studies With
Lessons for South Africa
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Turkey - The Wrong
Strong Man



Strong Incumbent and Hopeful
Opposition

Turkey’s President Erdogan may yet
be defeated

Opposition leaders have a chance of ending, or at least crimping, his increasingly
autocratic rule

PAJASACA

Jun 21st 2018 | BURSA <X Share & Give

Closing in
Turkey, parliamentary election polling
Selected parties, %

AKP

i

MHP ; SP—=

Mar Apr
2018
Source: National polls




Bad Political Outcome and Policy Resulted
in Massive Losses

60/40 portfolioin Turkey USD performance

1.2 Turkey 2018 Election Date
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Source: Refinitiv Datastream. Construction: 60% of the portfolios holdings are MSCI Turkey (USD) & 40% is FTSE Turkey Treasury Bond Index (USD) 25



Cheap Can Always Get Cheaper

12 1
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MSCI Turkey 12m forward P/E
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India - The Right Strong Man



Dec 2013 Feb 2015

Mandela: a giant passes

The Crackdown in Ukraine Britain’s coming political earthquake
E conom i S t America's political marriage gap The ; Set Kurdistan free
Why the Volcker rule is wrong Economlst How safe are Europe’s Jews?
nnnnnnnnnnnnnnnnnnnn Eat your greens for healthy sperm Deflation: the real reason to worry

Ecmmmmit com The tech talent war

Would Modi
save India
or wreckit?

Indla s‘chance f
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Structural Reform Takes Time

Indian Election
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Sentiment Pop but Real Returns Require
Results

Results of the Indian election announced
130 -

125
120
115 -
110 -
105 -
100

95

90 -~

Jan 14

Feb 14

Mar 14

MSCI INDIA (USD)

Source: LSEG Datastream / Rezco

Apr 14

May 14

Jun 14

Jul 14

Aug 14

Sep 14

Oct 14

Nov 14

Dec 14

- 130

- 125

120.7

- 115

- 110

- 105

- 100

- 95

90



India vs China GDP Growth
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-2 1
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China Real GDP Growth
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China - The One and Only
Strong Man




The Writing Was on the Wall

Time Magazine: April 2016

By Hannah Beech

FT Magazine Jack Ma
The vanishing billionaire:
how Jack Ma fell foul of Xi

Jinping

Alibaba founder’s dramatic rise and fall illustrates China’s wary embrace of

oooooooo ho power economic growth
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Tencent Earnings vs Share Price
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India Re-rating vs. China De-rating Is the
Main Difference
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Mexico - The Departing
Sydgelale 1\ [=1g




Mexico's 2000 Pivotal Election

CHOOSE YOUR
VEEPS
page 38
PHONEY
DEMOCRACIES

page 20

The beginning of the end of the
longest-ruling party

As they approach their most hotly contested presidential election in seven
decades, Mexicans are divided—and their divisions will mean the demise, sooner
or later, of their one-party state

a chance for
Change : Jun 22nd 2000 | MEXICO CITY [ Save < Share & Give




When Risk Is Priced In, Resolution Rallies
Equity

Mexico 2000 election Peaceful transition of power
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150 - - 150
| 1423
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South Africa - The Strong
Consensus Man




SONA 2018: Ramaphoria Peaked with

a Speech

South Africa ( + AddtomyFT )

Cyril Ramaphosa outlines blueprint to revive
South Africa economy

New president wants to create ‘conducive investment climate’ after years of scandal

Cyril Ramaphosa in London on Wednesday. He has appointed four 'lions' to help in his hunt for $100bn of investments © Charlie
Bibby/FT

David Pilling, Lionel Barber and Alec Russell in London APRIL 19 2018 D 33 E
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Hard to Get Foreign Investors Excited
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Bad Policy and Execution Has Had a
Cost
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Navigating Risk and Reward
Opportunity to be flexible
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Is the Answer Simply Fixed In
The Turkey scenario serves as a warning
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Valuations Going into the Risk Event Are
Important

SA Inc Top 40 Equally weighted 12m forward P/E

17

More Expensive &
16 Higher Risk \
15

14
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11

SA Inc Index 12m forward P/E

10

Cheap & Risk leans
to the upside

!
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Source: Refinitiv Datastream. Construction: Equally weighted consensus forward P/Es of the largest 40 largest JSE stocks each month, excluding miners,
oil, paper producers or where a majority of the stocks earnings are derived from outside South Africa.
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Value Trend November 2017
Bad time to take SA risk: Positioned to protect capital in USD

Look-th roug h SA POLITICS TOO CLOSE TO CALL
EqU|ty Exposure to EXTREME BlNARY 9UTCOME | |
Offs h ore ( U S D) - Early Branch Nominations . Potential Branch Votes in December

250 600

Earnings + USD - -

Cash: 70% 160 I‘ ‘ ‘ S
100 200 I |
5
S i |||||..|
QOQo C) OQ<>

Avoided SA Inc and ’ P F S 8 S
Government Bonds VI E S T %@g

mCR mNDZ m CR51.8% mNDZ48.2%

o
\é\g o@ %\’b \&’ & beQ

Our View: CR little

. - Early branch nominations show grass root support for CR
u pSI der NDZ Ia rge - CR needs increased support from KZN + Premier League for a
and permanent convincing victory in the December elective conference

capital losses

59 * M&G Article 3 Nov 2017




Cost of ‘Insurance’ Is Lower When

Flexible

Time Period: 01/09/2017 to 31/12/2019

Currency: South African Rand
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2012: Cheap Equity; Euro Debt Crisis

Good time to take risk
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Value Trend Through the European Debt
Crisis

Time Period: 01/01/2010 to 31/12/2015

Currency: South African Rand  Source Data: Total Return
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Source: Morningstar Direct 49



Rezco Value Trend Since Inception

Track record of taking risk and avoiding risk

Time Period: Since Common Inception (01/10/2004) to 31/03/2024

Currency: South African Rand
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Source: Morningstar Direct
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Physical Gold ETF in ZAR vs. the JSE SWIX
(Time to Exit for Equity Fund)

150% SELL HERE @/

100% - - 100%

TIME TO BUY
50%

| L 50%
q 34.93%
0% \

\/ .

'50% T T T T T '50%
2019 2020 2021 2022 2023 2024

NEWGOLD ETF FTSE/JSE CAPPED SWIX ALL SHARE
Source: LSEG Datastream / Rezco 53




Gold vs MSCI (20 Years)
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Global Macro
The Great Fed Pivot: 2.0

Achieve |




Market Expectations of Fed Rates
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Meeting Date < [JPIyplpk] - > = Add to Chart ~

Table

BE Fed Spectrometer » Compare with None Previous Custom _-

5.504 - ------

5009 N S S ——

Before Pivot —

L e e S

Implied Fed Funds Target Rate

TR R RSP SRSR——. N S —————————
L —— s 1
Il FOMC Members"' Dot Projections for meeting date 09/20/2023 :
M FOMC Dots Median g
1 ¢ Fed Funds Futures - As of Meeting Date :
< Fed Funds Futures - Latest Value :
2023 2024 2025 2026

Projection Year End



Market Expectations of Fed Rates
Apr 24
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Super-Core Inflation: The Problem?
Previously the Fed made it very clear that this key

4CSXHSPCY  4.80 As 0f 03/31/24
US Bloomberg BLS CPI Core Services Less... Bloomberg
96) Actions ~ 97) Edit + Line Chart
03/31/2018 04 03/31 /2024 Mov Avgs # M Key Events
m :su men ‘m) IS, mmmva Table + Related Dat [REIETENNNNNNN « ./ Edit Chart 3%
.M!d Price 480 Track Annotate News ©. Zoom [7.00
High on 09/30/22 6.46
Average 3.23

L Low on 02/28/21 0.41
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r3.00
P2.00
F1.00
F0.00
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Market Is Expensive Relative to Interest

Rates

MSCI USA 12m fwd P/E vs. 5-year US real yield inverted
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https://product.datastream.com/dscharting/gateway.aspx?guid=59e466cf-487d-4ced-b290-b6631b4174a0&action=REFRESH
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Risk Managed SA Equity Building Block

Time to manage risk well
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Rezco Equity C

11

Source: Momningstar Direct

61



Risk Managed SA Equity Building Block

Time to manage risk well
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Flexibility Will Be Important

South African election scenario based views

Scenario

1994 Style

optimism

Status Quo

Broken
Alliances

Doomsday
Coalitions

Probability 20% 25% 40% 15%
SA Inc
. +5% 0% -10% -15% to -30%

Earnings

PE Ratio +25% +10% T L -20%
ANC internal reform with Big political change as Unfortunately may seem |ANC/EFF/MK unite to govern
strong coalitions built on move into coalition like the optimism with a strong majority.
structural reform. The best politics, but economically |scenario (ANC & DA Economic Policy
outcome is a strong tail of speaking little changes - |Coalition?), but breaks deteriorates, investor
reform parties involved: IFP, |continued structural down. Sentiment is up sentiment weakens

D inti Rise Mzansi, PA, but a deterioration but no and down. Infighting and |dramatically, weak ZAR

escription compliant DA would support |dramatic downturn. SARS, |broken alliances means a |creates inflation risks and

this. Sentiment improves, but

delivery takes a long time and

requires continued
improvements.

SARB, Treasury stay
strong. Possible relief rally
that nothing worse
happened.

continued or even faster
deterioration in an already
crumbling system.

puts political pressure on
SARB. Questions raised over
the economic stability of the
country.
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) . REZCO
Disclaimer

Preserving Capital* & Creating Wealth.
*While the portfolio manager will attempt to minimise risk, it is possible that the investor could incur losses, including the loss of principal invested.

This presentation does not constitute an offer or solicitation to any person in any jurisdiction in which such offer or solicitation is not authorised or to
any person to whom it would be unlawful to make such offer or solicitation and is only intended for the use of the original recipient/addressee. If further
distributed by the recipient, the recipient will be responsible for ensuring that such distribution does not breach any local investment legislation or
regulation.

The information in this material may pertain to the C-Class of the funds available for investment to authorised financial institutions who invest in the
funds on behalf of their clients at the fee rate applicable to C-Class. This material is intended only for financial institutions in order to provide them with
appropriate information concerning the Fund as it is relevant for their clients. Information concerning the most expensive class of the Fund and its fee
may, therefore, not be used in this material but is available from the Manager on request.

Opinions expressed are current opinions as of the date appearing in this material only. The information is confidential and intended solely for the use of
Rezco Asset Management's clients and prospective clients, and other specific addressees. It is not to be reproduced or distributed to any other person
except to the client's professional advisers.

All data, models and tests are sourced from Rezco Asset Management unless otherwise stated. While the information obtained is from sources we
believe to be reliable, Rezco Asset Management does not guarantee the accuracy or completeness thereof. Same as may be provided under law, Rezco
Asset Management does not accept any liability for inaccurate or incomplete information contained or for the correctness of any opinions expressed.

Prospective investors should inform themselves and take appropriate advice as to any applicable legal requirements and any applicable taxation and
exchange control regulations in the countries of their citizenship, residence or domicile, which might be relevant to the subscription, purchase, holding,
exchange, redemption or disposal of any investments.

While the portfolio manager will attempt to minimise risk, the value of investments in discretionary accounts and the income derived from those
investments may fluctuate, and it is possible that the investor could incur losses, including the loss of principal invested. Past performance is not
necessarily indicative of future performance. An investor whose reference currency differs from that in which the fund or segregated account is
denominated may be subject to exchange rate movements, which may cause fluctuations in the value of their investments. In addition, investments
involving exposure to a currency other than that in which the segregated account or Fund is denominated may also cause values to fluctuate.
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Figure 9. Avg. Perf Around Elections by EM Region (USD)
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Figure 8. Equity Market Perf Around EM Elections (USD)
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Note: Data includes ~30 elections dating back to the 1980s (see Appendix). Excludes elections involatile global

Note: Data includes ~30 elections dating back to the 1980s (see Appendix). Excludes elections in volatile global
market environments (TMI, GFC, Covid). market environments (TMT, GFC, Covid).
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