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GLOBAL MARKET DEVELOPMENTS

The IMF in October further reduced its forecast for
global growth from 6.0% in 2021 to 3.2% in 2022
and 2.7% in 2023. This is the weakest growth profile
since 2001, except for the global financial crisis
and the acute phase of the COVID-19 pandemic.
Global economic activity is experiencing a broad-
based and sharper-than-expected slowdown, with
inflation higher than seen in several decades. The
cost-of-living crisis, tightening financial conditions
in most regions, Russia’s invasion of Ukraine, and
the lingering COVID-19 pandemic all weigh heavily
on the outlook.

Prices have surged around the world. Initially the
increases were related to supply chain bottlenecks
following COVID restrictions, then rising energy
prices which were later further impacted by the
conflict between Russia and Ukraine. This also saw
upward pressure on food prices. However, while
inflation was earlier seen as being of a transient
nature, it became more generalized with wage
demands increasing. While many economists
believe that inflation will slowly start declining in
the next few months, there is concern that inflation
may be sticky on the downside. UK inflation

rose to 10.1% in September, matching the 40-
year high recorded in July this year. In the USA
inflation eased slightly in September to 8.2%,

but the core rate which excludes volatile food

and energy, rose to 6.6%, the highest in 40 years
and above market expectations of 6.5% signaling
that inflationary pressures remain elevated. The
IMF analysis highlights that more backward-
looking expectations require stronger and more
frontloaded monetary tightening to reduce risks of
inflation de-anchoring. Risks of a sustained wage-
price spiral appear limited since underlying inflation
shocks come from outside the labor market and
monetary policy is tightening aggressively.

Major Central Banks around the world have
applied Quantitative Easing (QE) from 2009. Since
the onset of the COVID pandemic, interest rates
were artificially pushed to record low levels and
additional large scale asset buying programs were
introduced to support economies. The Fed in

the USA has started the reversal of QE, switching
to Quantitative Tightening (QT), with a massive

$9 trillion balance sheet as a base. We expect to
see further rising interest rates across most major
economies, as well as reversal of the large asset

buying programs. While the consequences for
markets of this tightening phase is uncertain, the
risks are high that this phase may be negative for
markets.

The S&P 500 rose strongly by 279.0% over the 10
years to December 2021, but then fell by 24.8%%
in the first nine months of 2022. Technically this

is a bear market. The tech heavy Nasdaq rose

an even more impressive 500.5% over the 10-
year period but collapsed by 32.4% over the nine
months ended September 2022. Some analysts
are questioning whether a combination of slowing
economic growth and tightening monetary policy
as well as rising global tension could result in
further major stock market corrections, even off
this substantially lower base. The US 10-year bond
yield rose from 0.92% at the start of 2021 to 1.49%
at the close of 2021 and rose further to over 4% in
October 2022. The Fed Fund rate has increased
from almost zero at the beginning of this year to
3% currently and is projected to reach 4-4,25% at
the end of the year.




Local Market developments

The SA Reserve Bank (SARB) recently revised its forecasts for GDP in South Africa down from 2.0% to
1.9% for 2022 but revised up its forecasts for 2023 and 2024 to very modest levels of 1.4% and 1.7%
respectively. The SARB commented that Private investment has strengthened on the back of the recovery,
but public sector investment remains weak. Household spending remains supportive of growth but is
likely to soften next year. Tourism, hospitality and construction should see stronger recoveries as the year
progresses. With inflation in South Africa remaining elevated at 7.5% in September, well above the 3-6%
target band, the SARB had little option but to raise interest rates in November. The Repo rate is now at
6.25%, up from 3.75% at the beginning of the year.

The JSE All-Share Index lost 1.9% for the quarter and over the full year to June 2022 delivered a lackluster
return of 3.5%. International markets generally performed poorly and the broad MSCI World $ Stock
market Index lost 5.5% for the quarter and 15.1% for the 12 months.

With the 10-year SA Government bond yield rising further than expected from 9.62%% to 11.28% over the
past 12 months, the All-Bond Index returned a small loss of 1.3%, year-to-date. SA Inflation Linked Bond
Index produced a return of 2.3% year-to-date to September 2022 with a good running yield being offset
by the short-term mark to market effect of rising yields.

Fund Strategy and Performance

The SA Reserve Bank is widely expected to further hike interest rates. Nevertheless, with 10-year bond
rates of over 11%, we believe that investors are adequately compensated for risk and accordingly over
the past year we have increased our fixed rate bonds to a full exposure, within our long-term strategic
limits. In the longer term we believe that there is a risk of further increasing inflation and accordingly we
are monitoring our bond position closely. Furthermore, our largest category exposure is to inflation linked
bonds, which offer some protection to investors if inflation remains high. Credit exposure is limited as we
see risk in the credit space, without seeing great protection from the credit spreads in the market.

In equities we have invested in selected opportunities. We are cognizant of the risks facing the broad
economy, and the pressure this could place on general corporate earnings. It may take several years to
fully recover from the pandemic, while last July’s social unrest highlights the issues facing SA.

Despite a large downward correction in property values, we maintain a modest position in this asset class
until there is more evidence of where equilibrium market rentals may settle.

The Fund has enjoyed solid but stable returns to 30 September 2022, yielding 5.6% over the past year
and 11.6% p.a. over the last 2 years. This compares to the Fund’s benchmark of 1.5% and 6.6% p.a.
respectively, which is represented by the average of the (ASISA) SA Multi-asset Low Equity category. The
fund'’s long-term target is CPI plus 4%. Performance was enhanced by some outstanding increases in
prices of the shares selected for the portfolio, including Thungela (+104% since purchase), VIVO Energy
(+38% to disposal), African Rainbow Minerals (+28%) and Gold Fields (+20%.) Going forward we will
continue with our objectives of inflation beating returns, while controlling risk through both strategic asset
allocation and individual security selection.

Errol Shear
Portfolio manager

Sasfin Asset Managers



Performance

Sasfin BCI Stable Fund
Performance ending September 2022
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Sasfin Wealth comprising: Sasfin Securities (Pty) Ltd, reg. no. 1996/005886/07, a member of the JSE Ltd; Sasfin Asset Managers (Pty) Ltd, reg. no.

2002/03307/07, an authorised financial services provider (FSP) no. 21664; and Sasfin Financial Advisory Services (Pty) Ltd, r eg. no. 1997/010819/07, FSP No. 5711,
Sasfin Wealth Investment Platform (Pty) Limited, reg. no. 2014/083496/07, FSP No. 45334, Sasfin Fiduciary Services (Pty) Limited, reg. no. 2020/183845/07 ,and their
employees and agents.

The information and opinions in this publication are of a general nature and do not constitute advice or represent the views of Sasfin Wealth. Sasfin Wealth takes all
care to provide current and accurate information as at the date of publication but accepts no liability for errors, omissions or subsequent changes. Any references to
historical data, assumptions, targets, benchmarks, or examples are as indicators or illustrations only and are n ot fixed or guaranteed. Past investment performance
is not necessarily indicative of future performance. Clients should not assume any performance or guarantees will apply unless such has been explicitly confirmed in
writing. Clients should consult with their advisors and independently assess and confirm all material information before taking any action. Clients remain responsible
for the investment, product and institutional risks of their decisions. Referenced investment portfolios or products may be contained within financial products or
contracts issued by third party life offices, pension funds, collective investment schemes or other product providers and may be administered / managed by such
providers or other third parties. Refer to applicable application forms for further detail. Note that not all products or features may be available at all times or from all
Sasfin Wealth represented product providers. The contents of this publication are proprietary and may not be distributed or used without permission.

Sasfin Asset Managers (Pty) Ltd, a FAIS Cat. Il discretionary asset manager. An authorised financial services provider licence no. 21664 and a member of the Sasfin
Group. The information and any opinions in this advert are of a general nature and do not constitute advice. Sasfin Asset Managers takes all care to provide current
and accurate information as at the date of publication but accepts no liability for errors, omissions or subsequent changes. Any references to data, assumptions,
targets, benchmarks or examples are as indicators or illustrations only and are not fixed or guaranteed and clients should not assume any performance or guarantees
apply unless such has been explicitly confirmed in writing. Past investment performance is not necessarily indicative of future performance. As clients remain
responsible for the investment, product and counterparty risks of their decisions, they should consult with their advisors and independently assess and confirm all
material information before taking any action

Boutique Collective Investments (RF) (Pty) Ltd (“BCl") 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 the portfolio to new investors and
reopen certain portfolios from time to time in order to manage them more efficiently. Performance figures quoted are sourced 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. Income funds derive their income from interest-bearing instruments in accordance with Section 100(2) of the Act.

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.

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, BCI 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.



