


THE BIG PICTURE

South Africa - long-term
investment destination or
trading opportunity?

Adrian Clayton, Managing Director and CIO

Rachel Finlayson, Analyst

In this article we explore whether serious investors should consider South Africa and the JSE a viable long-term
investment destination or a less palatable market designated for trading based on how cheap or expensive it is.

As shown in Chart 1, the JSE over a multi-decade period, is one of the world’s top performing stock exchanges.
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Chart 2, on the following page, reveals the JSE All Share’s less impressive performance over the past 5 years,
which would have been worse had it not been masked by large gains made in heavy weighted stocks particularly
Naspers, and basic materials counters. To get a feel for this, for the five years ending May 2020, the JSE All Share
Index excluding Naspers and commodities is down 24%, yet is positive 14% in total.
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Chart 2: 5 year total return (currency ZAR)
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In Chart 3, we demonstrate the gains our market makes when the Reserve Bank cuts interest rates. Since 1960,
there have been 11 significant interest rate cutting cycles and on average the market has rallied 26% (blue line) as
these have unfolded. The current cutting cycle started in July 2017 at a prime lending rate of 10.5% and since then

rates have been slashed 3.25% to current nominal levels of 7.25%. Only in 1962 was the prime lending rate lower
than it is today. We are including this analysis as uniquely to this cycle, the JSE has delivered no gains (red line).

Chart 3: Performance of the market during repo rate easing (since 1998)
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All markets go through natural cycles of out and underperformance, so, is the JSE’s 5-year moribund state just one
of these cycles?

We wrote in our 2013/2014 Quarterly Reports that SA stocks had unsustainably high profit margins and were
overpriced by investors. Subsequently, the JSE continued to rally into 2015 and then promptly flat-lined. Some
of the poor market returns can be ascribed to an expensive stock market normalising, as the profit cycle naturally
ebbed lower, yet there is more to this.

Before discussing what has been mismanaged in South Africa, it is fair to highlight an area of our macro-economic
ecosystem that has been outstandingly navigated. We believe that the South African Reserve Bank (SARB) has
been a pinnacle of excellence within a sea of dissonance. Whilst the bank’s insistence on high real interest rates
has been frustrating, this must be contextualised against an environment of fiscal mismanagement and plunder
where the SARB felt a duty to be a steady, conservative hand on the tiller. Chart 4 highlights how inflation has
been contained, albeit during a period of global disinflation, within the SARB’s mandated 3% to 6% target band.

Chart 4: South Africa CPI
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But South Africa fails in so many other critical areas.
GDP growth
Chart 5, which follows, depicts our real GDP growth since 1980, the characteristics being volatility, consistent

underperformance against other emerging markets, a similarity to developed markets, current growth only barely
above 0% and at times negative over the past few years.
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Chart 5: Real GDP growth (annual percent change)
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Government debt and spend

Chart 6 is a graph of SA national debt to GDP. The growth is not dissimilar to other countries, and has been
increasing since the Global Financial Crisis (GFC) of 2008, as governments have paid for growth in the face of
disinflation and a lack of natural economic momentum. The difference to other countries and concern is that
SA Government expenditure has not been targeted at capital formation (building rail, roads and ports) etc. and
instead remains heavily geared to welfare, public employment and debt repayments, none of which builds a
capital base off which future returns can be generated for the economy. Imagine the economic benefits of proper
railroads or ports in SA! Post COVID-19, net debt to GDP is estimated to be nearing 80%.

Chart 6: South Africa's debt position (% of GDP)
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South Africa’s budget deficit (when a country’s expenses exceed its revenues) as a percentage of GDP is anticipated
to reach 13% in 2020. In 2006 and 2007, we had a budget surplus in South Africa!

Business confidence

Chart 7 reveals what government macro-economic mismanagement and graft does to business confidence. 50is a
neutral reading, above that business is confident and below that negative. Evidently the business community has
extreme mood swings. These are relatively repetitive with dips followed by on average 3-5 years of exuberance,
a trend that has occurred since 1975. This changed in 2008 with few positive upswings and we all know what
happened in 2008.

Chart 7: South African composite business confidence
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Markets are not immune

In the short-term, the market may disregard economics and find its own path. Given time however, companies
need a macro-economic and sociopolitical environment that fosters and supports their profit growth. We have
used Chart 8 previously to demonstrate how economic growth and company profits are intimately intertwined.
It reveals how South Africa’s nominal GDP growth rate (in red) has been on the decline since 2006 and so too
company profits.

Chart 8: South African nominal GDP vs market earnings
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South African stocks are underpriced

Currently, by our own valuation estimates, many JSE listed companies, particularly those geared to the domestic
economy are over-sold and offer sound risk-adjusted returns off depressed levels. However, based on the ebb and
flow of stock prices where few of these company’s share prices reach new highs, investors are treating many JSE
listed stocks as trading opportunities. They are buying at depressed levels and selling on any gains.

How to turn the tide positively for the JSE?

We conclude on an optimistic note, with research (Chart 9) undertaken by Elna Moolman (Head: SA macro-
economic, fixed income and currency research Standard Bank South Africa), demonstrating that some easy wins
across the economy will have a dramaticimpact on our country’s potential GDP growth. We all need Government
to do the right thing.

Chart 9: Growth impact of key reforms
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FROM THE ANALYSTS

South Africa sovereign debt
downgrade

Risks and opportunities for fixed income investors

Mark Seymour
Director - Fixed Income

The Moody’s downgrade and Covid-19 pandemic have created significant uncertainty in the markets. But for those
with a longer time horizon, a good investment plan and the ability to look through the short-term volatility, there
are still plenty of opportunities to earn a good return from fixed income.

The downgrade of South Africa’s sovereign credit rating to junk status by Moody’s late in March 2020, while lost
to some degree in the noise around Covid-19, fundamentally changed the dynamics driving the local fixed income
markets. The question for fixed income investors is whether this development offers any opportunities, given the
global backdrop of low inflation, low interest rates, low global bond yields and the South African Reserve Bank’s
(SARB) bond purchasing activity.

Moody’s cut South Africa’s sovereign credit rating based on a culmination of factors. The credit ratings agency
assessed the country against four rating components as shown below:

Institutional and governance Susceptibility to event

Economic strength

Fiscal strength

strength risk
< 4 — < 2 —
Rating reduced two notches | No change, but noted: i Three notches lower i Unchanged, however
due to the negative economic ‘e Ineffective growth " due to: " anincrease in
impact of COVID-19 and policies. e Rising debt burden. banking sector risk
longstanding structural :® The inability of fiscal i No short-term i has been added to
challenges. policy to stimulate likelihood of the previous sole
growth. stabilising. focus on political
e National Treasury’s e Addressing the wage risk.
i inability to deliver ¢ billis not considered ‘
credit-positive fiscal i sufficient to halt the
policies. rise in debt.

‘e Average interest rates

: are expected to be
higher than the rate of
growth.

Source: Moody's, Nedbank CIB
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For the last few years, the SARB was extremely hawkish and focused on reducing inflation to the middle of the
3% to 6% target despite weak economic growth. As the Covid-19 pandemic unfolded, their approach shifted from
inflation targeting to supporting economic growth in the context of zero demand and subdued inflation, with
SARB cutting interest rates by 2.5% since mid-March. When liquidity dried up, the SARB stepped in with bond
purchases in the secondary market to reduce excessive price volatility.

The downgrade to junk status makes it more expensive for government to borrow, which is reflected in higher
bond yields. But at the same time, the National Treasury is likely to have to step up the pace of borrowing (bond
issuance) as the economic contraction will result in tax revenue shortfalls.

Cash is currently far from king

In times of uncertainty, the default reaction for risk averse investors is to move into cash. With the cuts in interest
rates, real interest rates are currently negative and money market returns do not provide protection against
inflation. Consumer demand is at very low levels and unlikely to recover soon, so real interest rates could stay low
for an extended period and cash is unlikely to give investors a real return for the foreseeable future.

Credit spreads on corporate debt have widened as the risk of corporate defaults increases due to the challenging
economic climate, reflecting the increased risk linked to these instruments.

On paper, longer-dated bonds look attractive as the increased sovereign credit risk has led to higher yields, but the
term risk on these bonds is excessive in our opinion.

Opportunities in shorter-dated fixed coupon and inflation-linked bonds
Ten-year bonds are yielding around 9.5%, which is more interesting if government can manage the challenges it
will face and inflation is kept in check. Yields in the seven- to ten-year range look acceptable for the risk provided.

The credit downgrade also created high real-yields on short-dated inflation-linked bonds. Inflation needs to
average below 2% for these bonds to underperform on a nominal return basis compared to fixed bonds, which we
consider unlikely, and even if this were to be the case, returns will exceed the required real return hurdle. Despite
subdued demand, the potential sources of price inflation could come about as a result of cost-push factors, rising
import prices or an increase in raw material prices. In this case, inflation-linked bonds would deliver a sound
return.

The Northstar *SCI Income Fund is well positioned in the current environment
The Northstar SCI Income Fund is currently weighted strongly towards inflation-linked bonds, spread across all
bonds on the front end of the yield curve, and split between senior bank paper and government bonds.

Northstar’s ability to move with relative ease in the market has meant that we are lighter on credit exposure
than our peers and have largely avoided the impact of widening credit spreads, which had a significant effect on
returns. The credit we hold is senior bank paper, as close to the front of the queue as possible to reduce credit risk.
Despite the risks currently evident in the bond market, there are still opportunities. Even if conditions worsen

from this point, the front end of the yield curve has the potential to outperform cash and generate a reasonable
return for fixed income investors.

*SCl refers to Sanlam Collective Investments. Refer to returns on the fund information page.
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FROM THE ANALYSTS

Goldman Sachs - leveraging
the franchise

Rory Spangenberg
Director - Global Equities

When Goldman Sachs announced a new strategic direction and ambitious three-year targets, Northstar took a
closer look at the fundamentals underlying the business. What we found prompted us to invest in the Group, even
though we typically do not invest in banks.

Northstar’s quality-driven approach means that we tend to avoid investing in banks owing to their capital intensive
nature, inherent leverage and limited evidence of any sustainable competitive advantage.

However, in the midst of the recent market correction, we had the opportunity to introduce Goldman Sachs, the
global investment bank and financial services company, as a holding in our Global Flexible Fund.

The reasons for this apparent change in approach is that we see a number of signs that Goldman Sachs is shifting
its business model in a direction that we see as positive, including reducing leverage, shifting into more capital
light businesses and leveraging their strong brand in the consumer space. These changes support their drive
towards a higher return on equity (ROE) target and give us confidence they can achieve it.

Ambitious three-year targets appear achievable
Late in January, Goldman Sachs held its first ever investor day. The Group’s new management set out its strategic
direction and objectives, which are:

® To grow and strengthen existing businesses — to ensure greater market share.
® To diversify products and services —to ensure more durable or less volatile earnings.
® To enhance operational efficiency — to ensure greater profitability.

Their overarching financial objective is to add an additional $4 billion to $5 billion in annual revenues over the next
three years and to achieve a ROE target of 13%, from 10% in their 2019 financial year.

Their plan to achieve the ROE target focuses on increased scale, lower funding costs and growing more profitable
businesses.

Our investment thesis rests on the ROE target being met, although the downside risk is limited by the attractive
valuation opportunity presented in mid-March, when the share traded on a price to book (P/B) ratio of 0.58 times.
This compares to an average P/B ratio of 1.45 times over the past 20 years and 0.98 times since the global financial
crisis (GFC).
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Chart 10: The Goldman Sachs Group Inc. price to book ratio and normalised return on equity
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The shares have rallied from their late-March low of $134 to $209 currently and therefore the margin of safety
afforded by the simple valuation opportunity has closed. The P/B ratio is back at 0.9 times, in-line with the post-
GFC average and at a fair ratio for a business generating an ROE of 10%. Retaining the investment therefore
requires confidence that the ROE target of 13% or more is achievable.

We had the opportunity to engage with Goldman Sachs COO, John Waldron, last month and came away from
the discussion encouraged by the progress they are making in meeting this target and delivering on the strategic
objectives set out above.

Excellent opportunities to leverage the Goldman Sachs franchise

Goldman Sachs has an unquestioned leadership position in investment banking and regularly tops industry ranking
tables for merger and acquisition (M&A) transactions and equity and debt underwriting. As competitors in this
space restructure and exit businesses, there is scope to grow market share incrementally in certain niches. But
little to no durable competitive advantage exists in investment banking, which remains highly competitive and
cyclical.

We are therefore more encouraged by progress being made to diversify products and services, and to leverage
the Goldman Sachs franchise and intellectual property.

The business is on track to meet its five-year/$100 billion third-party fund-raising target in alternative asset
management, which should generate stable management fees that, by nature, have high return on capital. This
move takes advantage of the bifurcation in the asset management industry away from traditional active managers
to passive managers on the one hand and the uncorrelated returns offered by alternative asset management firms
on the other. Blackstone Group, another *Northstar Global Flexible Fund holding which | wrote about earlier in the
year’, has been able to raise $250 billion over the last 24 months, and Goldman Sachs has the brand, the knowhow
and the people to be competitive in this space. If they can be even a fraction as successful as Blackstone, their ROE
target will be well within reach.

* Northstar Global Flexible Fund referenced in this article refers to the following funds: SA Domiciled: Northstar SCI Global Flexible Fund and Northstar Global
Flexible Feeder Fund and Offshore Domiciled: Northstar Global Flexible Fund. SCI refers to Sanlam Collective Investments. Refer to returns on the fund information

page.

L https://www.northstar.co.za/wp-content/uploads/2020/02/FoF28022020GLCBlackstone_Capitalising_on_a_changing_industry_landscape.pdf
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Scale matters in transaction banking and Goldman is well on its way to achieving its $50 billion, five-year deposit
target, prior to the official launch of its digital platform later this month. By early May it had raised $20 billion
in deposits from 175 clients, up from $2.5 billion from 25 clients at the end of December 2019. Goldman is also
extending its reach into consumer banking through its digital platform, Marcus, and has raised $72 billion in retail
deposits — a valuable and diversified source of funding for the Group.

In fact, another aspect of the investment case we find attractive is the changing nature of the balance sheet. Gross
leverage has reduced from 26 times in Q4 2007 to 11.8 times in Q1 2020, while deposits have increased from $15
billion to $220 billion. Deposits have increased from 3% of total funding during the GFC to 31% currently.

While lower leverage dilutes returns, it also meaningfully reduces risk and enhances the quality of the “unlevered”
return. In theory, if sustainable, this should warrant a higher P/B multiple, in our opinion.

Improving fundamentals and attractive valuation

At Northstar, our investment approach is built around a strong valuation discipline. We spend time assessing
companies, identifying positive fundamentals and looking for evidence of changes that can unlock value. When
our analysis suggests that improving fundamentals are not demandingly valued, we are comfortable to move
beyond the first derivative of what is generally considered quality. This includes investing in cyclicals at the right
point in the cycle where there is evidence of a competitive advantage, even when this may be nascent.

The investment in Goldman Sachs illustrates our focus on improving fundamentals, which when combined with a
strong value discipline, generally leads to good investment outcomes.
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FROM THE ANALYSTS

Why we like MultiChoice

Simphiwe Msibi
Analyst

MultiChoice’s strong fundamentals are not fully reflected in its market rating, we believe this is due to poor
performance outside South Africa combined with the threat of streaming services. Northstar believes the company
is on track to turn around underperforming units and is well-positioned to defend against streaming services in the
medium term.

MultiChoice has been a mainstay in South African living rooms since the 90s and its recent unbundling from
Naspers presents an opportunity for investors to benefit from its dominant market position. Northstar holds a
position in MultiChoice due to its inherent scale, solid balance sheet and distinct avenues for growth.

Scale operator with strong balance sheet

Pay-TV is a scale business with a virtuous cycle. MultiChoice’s impressive SA subscriber base of 7 million paying
subscribers and the company’s largely fixed cost base leads to robust cash returns that it uses to buy additional
premium content, attracting even more subscribers and further cementing its leadership position.

MultiChoice is a capital-light business and, as such, generates returns of close to 30% on an asset base that requires
little to no upkeep. This has allowed MultiChoice to maintain a solid balance sheet with no debt while accruing free
cash flow of around R5 billion per annum.

In spite of the above, MultiChoice has traded as cheaply as a 15% yield on 2020 free cash flow, or 10 times 2020
earnings, a material discount to the JSE’s 13 times multiple.

Rest of Africa losses and turnaround strategy

MultiChoice has operations in 49 other countries, including large nations such as Nigeria, Zambia, Kenya and
Angola. This segment of the business has been loss-making since 2015 due to a currency mismatch on revenue
against costs. MultiChoice Africa purchases its content in US dollars and prices its service in local currency.
Currency blowouts in several African nations, coupled with its shift in strategy from a premium-led to a mass-
market product, led to a precipitous drop in earnings.

Chart 11: Sub-Saharan Africa Pay-TV households Chart 12: Sub-Saharan Africa TV and Pay-TV penetration
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Chart 11 illustrates that significant opportunity exists as Pay-TV households in Sub-Saharan Africa are expected to
grow at around 10% a year for the next five years and, apart from South Africa and to a lesser extent Kenya, Pay-
TV penetration remains low. Nigeria presents a significant opportunity in the form of a relatively underpenetrated
Pay-TV household base, as shown in Chart 12.

We see potential for a doubling in the total addressable market for African PayTV between 2018 and 2023 driven
by a rollout of Digital Terrestrial Television (DTT). MultiChoice is well positioned to take advantage of this with a
broad selection of content and a DTT product with mass-market pricing. MultiChoice is also currently on track to
complete a turnaround driven by subscriber gains and cost rationalisation.

Streaming services not a near-term threat

Streaming competitors such as Netflix and Amazon are a threat in the premium end of the market but are only
such where access to broadband internet exists. Charts 13 and 14 demonstrate that Africa is still early in the shift
to widely available broadband and the cost of mobile data presents a hurdle for potential customers.

Chart 13: Broadband penetration Chart 14: 2016 data price (USD)
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Other advantages that MultiChoice has over the streamers include its sports content and around 30 000 hours of
local content. South Africans are a sports-mad bunch, but even in the event that a premium subscriber doesn’t
much care for sports there are hours of offshore and locally produced content that can only be accessed via DSTV
or Showmax.

The top five most watched shows on DSTV in February of 2020 were all local TV shows including, as examples, The
Queen and Isibaya. The most viewed sports match was the Soweto Derby, further demonstrating the compelling
nature of locally produced content. Another example, Absa Pirates vs Chiefs garnered over 700,000 viewers.

MultiChoice remains well-positioned over the medium term

While television is rapidly changing and streaming services such as Netflix might be a threat in South Africa and
Kenya, the rest of Africa still represents an opportunity for the current players in the market and linear television
has significant potential for growth.

MultiChoice is the dominant player in this area and over the medium term, we hold a company that is well

positioned, with a large middle-class subscriber base and a history of delivering high quality local and sporting
content into Africa.
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STAFF MEMBER PROFILE

Meet the team

Sarah Henderson
Institutional Client Services

When did your interest in financial markets start?

| have always had a keen interest in finance and spent a large part of my career working in the leverage and
acquisition finance area of an investment bank. My interest in investing sparked after university when | opened an
online share trading account, and one poor investment made me realise that investing was complex. This grew a
desire to learn how financial markets worked and how to make sound, deliberate investment decisions.

What did you study and why?
Having always had an interest in business | studied a Bachelor of Business Science with Finance Honours at UCT.

What do you think equips you to do this job properly?

Working in the banking sector for 10 years helped me hone an analytical mindset. | also appreciate that being too
analytical can result in a failure to see the wood from the trees and | always endeavour to bear this in mind. | enjoy
building relationships and engaging with people. My role involves facilitating interactions between clients and the
investment team and positioning Northstar’s value proposition according to client investment requirements. | feel
strongly supported and equipped by working in a team, which | believe in.

What do you love about investing?

| appreciate the deep complexity and essential fundamental research required to fully understand a company prior
to making any investment decision. In particular, | enjoy appreciating the key areas of governance, sustainability
and durability of a company’s competitive advantage. ‘Closer to the Truth’ encapsulates this for me.

What do you find the most challenging part of your role?

A challenge for me is managing the misconception that bigger is better in the asset management industry. That
said there is a steady drift away from this as specialist managers are increasingly outperforming the larger players.
Smaller managers are able to offer highly personalised levels of service and are nimble enough to make quick,
team based decisions. Northstar has been built with the institutional structure equal to that of a large manager,
but with the nimbleness of a smaller one, and this is the assurance we give our clients.

Why do you think clients will do well at Northstar?

Clients truly do come first. In every decision or action the question is asked, how will this impact our clients?
We follow a very disciplined and structured approach to our investment process, which gives clients comfort in
knowing that the people managing their investments are doing so in a strategic and responsible manner. There
is also a culture at Northstar to continuously improve in every area of the business and this will see us go from
strength to strength.
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FUND INFORMATION

Northstar South African funds

We offer four domestic funds that cover the full risk-return spectrum which financial advisors normally utilise as
building blocks for their clients. The Northstar SCl Income Fund and the Northstar SCl Managed Fund have Regulation
28 compliant asset allocations, making them suitable for both lump sum and ongoing retirement contributions. The
Northstar SCI Equity Fund only invests in companies listed on the JSE and consequently, is suitable for investors
seeking exposure to the South African market. Northstar is also the investment manager of the top performing
Prime General Equity Fund, an equity fund which invests in both South African and global equities.

Northstar SCI Income Northstar SCI Managed

FUND NAME Prime General Equity
1

Northstar SCI Equity
1

Management Date

 RISK PROFILE/ .
 SUITABLE INVESTOR :

. INVESTMENT
: HORIZON

. OBJECTIVE

Regular and stable Moderate to high
income return. The
fund is Regulation 28

compliant. 28 compliant.

long-term total return.
The fund is Regulation :

Maximum capital
growth over the
long-term through
investments in
predominantly the

Capital appreciation
through investments
primarily in equity
and listed and
unlisted financial

equity market. instruments.
............................................................................................................. R R LR AR
: 14%’ 25% I u
" MM FIXED INCOME
§ CASH
: [ EQUITY
: : 61% : 98% : 96%
Maximum of 10% equities. :  Maximum of 75% equities.:  Minimum of 80% equities. :  Minimum of 80% equities.
:  ASISA Category Avg: . : . :
BENCHMARK L@ S1relE | Gl (B § G — Ll e e ey § o o SRSl AVEs o AR el Aol B
X . - Equity - General - Equity - General
Equity
CATEGORY South African - Multi South African - Multi  : South African - Equity - South African - Equity -

Asset - Income Asset - High Equity General General

* FEES (RETAIL) P.A.

: ((Mar 2020)) ; : :
] - :1.70% :

© 2.03%

ANNUALISED INVESTMENT RETURNS (Period ended May 2020)

Fund i i Fund i Bmk i Fund i Bmk
dYer 7.35% 1 690% | 121%  -071%  -1855% @ -10.06% : -B86% ' -1447%
3Yeas 0 BOS% 1 721% © 295% © 197% © na i N 026% :  -278%
SYeas 0 761% 1 723% © 342% © 268% na i na G 073% © -157%
Since Launch 7.22% 7.08% 6.98% 7.22% -7.14% -1.96% 9.29% 7.37%

Highest annual return over a 12 month rolling period.
SCl Income: 10.57% (Oct 2018 - Oct 2019); SCI Managed: 21.84% (Sep 2012 - Sep - 2013); SCI Equity: 5.41% (Jun 2017 - Jun 2018); Prime General Equity: 12.61% (Oct 2016 - Oct 2017).

Lowest annual return over a 12 month rolling period.
SCl Income: 3.94% (Dec 2014 - Dec 2015); SCI Managed: -6.19% (Mar 2019 - Mar 2020); SCI Equity: -28.71% (Mar 2019 - Mar 2020); Prime General Equity: -14.71% (Mar 2019 - Mar 2020).

SCl refers to Sanlam Collective Investments. All our onshore funds are on the SCI Manco.

*Prime General Equity annualised investment returns are for period ended April 2020.
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FUND INFORMATION

Northstar Global funds

Northstar’s global fund offering is suitable for investors seeking long-term capital growth, through exposure to
a broad range of asset classes, without having to assess the relative attractiveness or risk of each asset class
themselves. By utilising their foreign investment allowance, South African investors are able to access the US
dollar denominated Northstar Global Flexible Fund directly. Alternatively, Northstar offers two Rand denominated
offshore funds —the Northstar SCI Global Flexible Fund, available for investors with capital commitments exceeding
R5m and the Northstar SCI Global Flexible Feeder Fund.

The Northstar SCI Global Flexible Fund received a nomination for the best (SA-Domiciled) Global Multi-Asset
Flexible Fund over three years in the 2019 Raging Bull awards.

FUND NAME Northstar SCI Global Flexible E Northstar SCI Global Flexible E Northstar Global Flexible

Fund E Feeder Fund i Fund (USD)
Management Date 12 January 2016 1 01 June 2017 1 01 June 2017

: RISK PROFILE/SUITABLE ;
- INVESTOR :

INVESTMENT HORIZON 7 + Years
OBJECTIVE Long-term capital growth by investing in various assets classes,
: predominantly in equity.

8%
: W,
: 36%
M FIXED INCOME
: CASH :
: [ EQUITY : 56%

No equity limit.

: ASISA Category Avg: Global - :
: Multi Asset - Flexible Allocation :

EAA Fund USD Flexible
Allocation

| FEES (RETAIL) P.A. (Mar 2020)

143% @ 158% @ 185% : 0.40% : 193% : 225% : 125% :@ 1.62% : 1.95%

" 1 Year . 2630% ©  20.19% : 2650% : 22.04% . 7.86% :  0.56%

3 Years 17.17% :  11.30% n/a : n/a ] n/a : n/a
5 Years : n/a : n/a : n/a : n/a : n/a : n/a
Since Launch 11.40% 6.03% 17.29% 11.91% 6.60% 1.01%

Highest annual return over a 12 month rolling period.
SCI Global Flexible: 33.24% (Jan 2019 - Jan 2020); SCI Global Flexible Feeder: 32.63% (Jan 2019 - Jan 2020); Global Flexible (USD): 21.35% (Dec 2018 - Dec 2019).

Lowest annual return over a 12 month rolling period.
SCI Global Flexible: -5.99% (Feb 2016 - Feb 2017) ; SCI Global Flexible Feeder: 3.58% (Nov 2017 - Nov 2018); Global Flexible (USD): -3.60% (Dec 2017 - Dec 2018).

SCI refers to Sanlam Collective Investments. The SCI Global Flexible Fund and SCI Global Flexible Feeder Fund are on the SCI Manco. The Global Flexible Fund (USD) is on the Sanlam Ireland
platform.

The Northstar Global Flexible Fund (USD) is a Section 65 approved fund.
The Northstar Global Flexible Feeder Fund is a rand denominated fund that feeds directly into the Northstar Global Flexible Fund.
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CIS DISCLOSURES

Sanlam Collective Investments (RF) (Pty) Ltd is an approved Manager in terms of the
Collective Investment Schemes Control Act, 2002. Collective investment schemes in
securities are generally medium- to long-term investments. The value of participatory
interests or the investment may go down as well as up. Past performance is not
necessarily a guide to future performance. Sanlam Collective Investments (RF) (Pty)
Ltd (the manager) does not provide any guarantee, either with respect to the capital
or the return of a portfolio. The manager has the right to close certain portfolios
to new investors, in order to manage it more efficiently, in accordance with its
mandate. Collective investment schemes are traded at ruling prices and can engage
in borrowing and scrip lending. The collective investment scheme may borrow up to
10% of the market value of the portfolio to bridge insufficient liquidity. Annualised
returns are period returns re-scaled to a period of one year. This allows investors to
compare returns of different assets that they have owned for different lengths of time.
Actual annual figures are available to the investor on request. Performance is based
on NAV to NAV calculations with income reinvestments done on the ex-div date.
Performance is calculated for the portfolio and the individual investor performance
may differ as a result of initial fees, actual investment date, date of reinvestment
and dividend withholding tax. Investment performance calculations are available for
verification upon request by any person. Different classes of participatory interests
apply to these portfolios and are subject to different fees and charges. Forward
pricing is used. The portfolio valuation time is 08h00 for fund of funds and 15h00 for
all other portfolios and the transaction cut-off time is 14h00. The transaction cut-off
time should be 14h00, for portfolios except fund of funds, but execution is not always
guaranteed. If execution could not take place on the same day, it will take place the
next business day, or at the earliest possible opportunity. For fund of funds, the cut-
off time for the execution of trades is 14h00 on the day preceding the pricing date.
Foreign securities within portfolios may have additional material risks, depending on
the specific risks affecting that country, such as: potential constraints on liquidity
and the repatriation of funds; macroeconomic risks; political risks; foreign exchange
risks; tax risks; settlement risks; and potential limitations on the availability of market
information. Fluctuations or movements in exchange rates may cause the value of
underlying international investments to go up or down. Investors are reminded that
an investment in a currency other than their own may expose them to a foreign
exchange risk. The terms and conditions, a schedule of fees, charges and maximum
commissions, performance fee frequently asked questions as well as the minimum
disclosure document (MDD) and quarterly investor report (QIR) for each portfolio
are available on Sanlam Collective Investments’ website at www.sanlaminvestments.
com. Associates of the manager may be invested within certain portfolios and the

details thereof are available from the manager.

THE FINANCIAL ADVISORY AND INTERMEDIARY SERVICES ACT, 2002

Northstar Asset Management Proprietary Limited is an authorised financial services
provider in terms of the Financial Advisory and Intermediary Services Act 2002. All
information contained in this document should not be construed, or relied upon, as
advice. If you require financial and/or investment advice, please engage the services

of an independent financial adviser.

INFORMATION AND CONTENT

The information and content (collectively 'information') accessible in this document
are provided by Northstar as general information about the company and its
products and services. Northstar does not guarantee the suitability or potential value
of any information or particular investment source. Any information in this document
is not intended nor does it constitute financial, tax, legal, investment, or other advice.
Nothing contained in any service or any other content in this document constitutes a
solicitation, recommendation, endorsement or offer by Northstar. Nothing contained
in any service or any other content in this document constitutes a solicitation,
recommendation, endorsement or offer by Northstar. Illustrations, forecasts or
hypothetical data are not guaranteed and are provided for illustrative purposes
only; returns or benefits are dependent on the performance of underlying assets or
other variable market factors; there are risks involved in buying or selling a financial
product; past performances are not necessarily indicative of future performances;

and no guarantees are provided.

NORTHSTAR ASSET MANAGEMENT

Northstar Asset Management (Pty) Ltd

Registration No. 1996/001423/07 | FSP number 601

Suite 1A, Madison Place, Alphen Office Park, Constantia Road,
Constantia PostNet Suite #784, Private Bag X16, Constantia 7848
Tel +27 (0)21 810 8400 | Fax +27 (0)21 794 2885

info@northstar.co.za | www.northstar.co.za

SANLAM COLLECTIVE INVESTMENTS

Sanlam Collective Investments (RF) (Pty) Ltd

Registration No. 1967/002865/07

2 Strand Street Bellville, 7530 PO Box 30, Sanlamhof, Bellville, 7532
Tel +27 (0)21 916 1800 Fax +27 (0)21 947 8224
service@sci.sanlam.com, www.sanlaminvestments.com

Please refer to our website for directors & company secretary details

DISCLAIMER

The Management of portfolios is outsourced to Northstar Asset Management
(Pty) Ltd, (FSP) Licence No. 601, an Authorised Financial Services Provider under
the Financial Advisory and Intermediary Services Act, 2002. This information is not
advice, as defined in the Financial Advisory and Intermediary Services Act (No. 37 of
2002). Please be advised that there may be representatives acting under supervision.
The manager retains full legal responsibility for the co-named portfolios. Legal

Information http://northstar.co.za/page/legal-information/



