
Fund Objective

The fund invests in a wide spectrum of investments in the equity, bond, money and
property markets in order to maximise total returns over the long term.
The fund is suited for pension funds, smaller companies and employers wishing to
make pension provision for employees, as well as individuals requiring capital
growth via a balanced portfolio. This is a moderate risk balanced fund and which
complies with holding a minimum of 35% Namibian based Assets.

Fund Strategy

The trust invests in a wide spectrum of investments in the equity, bond, money and
property markets in order to maximise total return over the long term.  The trust`s
investments are composed in such a way that it is accessible for pension fund
investments i.e. follows prudential guidelines.  Up to 20% of the value of the unit
portfolio in other unit portfolios.  The trust can also invest in foreign markets.

Why choose this fund?

*The fund manager alters exposure to the various asset classes in line with the
investment view.
*By investing in a single fund which diversifies across all the major asset classes,
investors “outsource” the difficult decision of how much and when to invest in bonds,
equities, property and how much cash to have any given point, to the fund manager.
*The fund is less volatile than a general equity fund.
*The asset allocation is appropriate for an investor with a moderate risk profile.
*The fund aims to provide reliable, consistent above average returns in the medium
to long term.
*The fund complies with holding a minimum of 35% Namibian Assets.

Fund Information

Classification Namibian Asset Allocation Funds

Risk profile Moderate

Benchmark Average Namibia Managed Funds

Portfolio launch date 01 July 2000

Minimum investment Lump Sum N$ 2 000 | Monthly N$ 200

Portfolio size N$ 254.1 million

Last two distributions 31 Dec 22: 8.43 cents per unit
30 Jun 22: 5.49 cents per unit

Income decl. dates 30 Jun | 31 Dec

Income price dates 1st working day of the month

Valuation time of fund 15:00

Trading closing Time 13:00

Fees

Retail Class (%)

Annual Wholesale Fee 0.75

Annual Service Fee 1.50

This fund is also available via certain LISPS (Linked Investment Service Providers), which levy
their own fees.  Fluctuations or movements in exchange rates may cause the value of underlying
international investments to go up or down.

Top 10 Holdings

Securities % of Portfolio

Satrix World Equity Tracker Fund I 11.40

Anglos 5.05

Compagnie Fin Richemont 4.99

GC24     Nam 10.50% 151024 4.52

Sanlam Real Assets SI USD 3.12

Naspers -N- 2.95

NBS 2.81

Prosus (PRX) 2.57

GC27     Namibia 8.00% 150127 2.17

FirstRand / RMBH 2.05

Top 10 Holdings as at 31 Mar 2023

Performance (Annualised)

Retail Class Fund (%) Benchmark (%)

1 year 9.72 9.09

3 year 12.86 12.82

5 year 7.62 7.38

10 year 7.82 7.72

Annualized return is the weighted average compound growth rate over the period measured.

Performance (Cumulative)

Retail Class Fund (%) Benchmark (%)

1 year 9.72 9.09

3 year 43.74 43.60

5 year 44.35 42.76

10 year 112.25 110.36

Cumulative return is aggregate return of the portfolio for a specified period.

Asset Allocation

CMA Cash and Money Market Assets

Namibia Cash and Money Market Assets

Namibia Inflation Linked Bonds

Namibia Bonds

CMA Equities

Namibia Equities

International exclude Africa International Assets
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This monthly Fund Fact Sheet should be viewed in conjunction with the Portfolio Manager Commentary Sheet.



Portfolio Manager(s) Quarterly Comment - 31 Mar 2023

Namibian commentary

Since 1880 the world has experienced five significant financial
catastrophes. During these events, core countries typically
transferred a fiscal crisis to the rest of the world. The United States
economy has been a key determinant of financial stability; however,
their latest fiscal actions have led to a plethora of risks and
uncertainty in global financial markets as a whole. The Federal
Reserve Bank (Fed) is oscillating between fighting inflation and
supporting economic growth. At the same time, the market has
developed an expectation of government guarantees to support
banking systems. Our investment strategy can be described as
‘pragmatic value investing’. This entails nullifying human emotion and
viewing assets from an intrinsic value perspective, as opposed to
focusing on macroeconomic narratives. Our strategy has resulted in a
strong recovery in local fund performance. However, we remain
nimble in our asset allocation approach - taking advantage of any mis
-pricings caused by over and under reactions within the global
market.

The Fed’s Monetary Policy Committee was the most influential entity
in financial markets over the last quarter. Inflation has remained high
but there is evidence of declines throughout the quarter. However,
any exuberance was brought to an abrupt end when the US banking
sector was shaken by the collapse of Silicon Valley Bank (SVB) and
Signature (even though these were idiosyncratic in nature). The Fed
remains focused on bringing inflation back down to 2%, but the pace
of monetary tightening has been reduced.  Another positive driver of
the US market was the fact that fourth quarter 2022 earnings came in
at levels better than expected.  On an index level, the Nasdaq turned
around sharply and printed exceptional returns as bond yields
declined. The Russel 2000 and Dow Industrial printed modest, but
positive returns. The main positive contributors were technology-
based and consumer discretionary companies. On the contrary,
financials and energy stocks led the decline as investors anticipated
a banking crisis. UBS’s buyout of Credit Suisse was surprising and
was further supported by swift government interventions to prevent
the crisis from echoing into the broader European economy. As a
result, the European Commission revised GDP growth forecasts
upward (0.8% vs 0.3%) as general household spending improved.
Social unrest in France hijacked global headlines as the President’s
public pension reform resulted in the retirement age increasing. The
policy action has resulted in protests and strikes.

Emerging markets underperformed US markets as geopolitical
tension between the US and China increased following the Chinese
spy balloon affair. US Dollar based returns were mixed across
emerging markets. South Korea’s KOSPI (+7.7%) performed well.
MSCI China (+4.7%) followed closely. MSCI Turkey (-9.2%), MSCI
India (-6.3%), Brazil (-3.3%) and South Africa (-0.4%) struggled to
keep up with the rest of the world. Furthermore, commodity prices
cooled as oil fell on the back of lower economic demand. Gold
performed relatively well as risk-off sentiment guided investors to
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performed relatively well as risk-off sentiment guided investors to
safe haven assets following the short-lived US regional banking
crisis.

The Russian-Ukraine conflict has resulted in a direct risk to South
Africa as the International Criminal Court (ICC) issued a warrant of
arrest for Russia’s president. In August 2023 the BRICS summit will
be hosted in South Africa, where the Russian president will be
expected to attend. As a signatory to the ICC, South Africa is
expected to arrest Russia’s head of state. This will either spark
geopolitical tension with Russia or may result in international
sanctions. At this point it is too early to speculate. However, the risk is
evident.

Global risk aversion muted the South African equity market. The
resource sector performed poorly as commodity prices cooled.
Another industry weakness was seen in listed property. Contrarily,
industrial shares held up robustly. South African nominal bonds
delivered 3.4% in local currency and ILBs only produced 0.9%. The
South African Reserve Bank surprised the market by hiking interest
rates by 0.50%. The South African Rand appreciated against major
currencies towards the end of the quarter, but depreciated over the
quarter as a whole. The Rand lost against the US Dollar (-4.8%), the
UK Sterling (-7.3%) and the Euro (-6.5%). The market interpreted
Namibia’s national 2023 budget as prudent, realistic and fiscally
responsible. SACU revenues came in higher than expected and
allowed the government to allocate more resources to building
Namibia’s social net. In South Africa, the government’s plan to
implement debt relief to the struggling Eskom was also taken
positively. The Financial Action Task Force grey listed South Africa
on the back of the country’s substandard money laundering
prevention. This is expected to introduce higher administrative
hurdles and costs associated with South African investments.

Namibian Market

Namibian cash (+1.96%) remained relatively flat over the last quarter
as the interest rate environment stabilized. Annual cash returns
increased from 6.65% to 7.34%, compared to the previous quarter.
Cash returns are closing in on pre-pandemic levels. Namibia’s annual
inflation ticked up in the first quarter - printing 7.2% in February and
March. The Namibian Stock Exchange (NSX) local index (+22.15%)
performed exceptionally well, while the NSX overall index (-1.76%)
lost ground over the quarter. The local banks added significant value
over the quarter following a robust set of results on the back of the
rising interest rate environment. Standard Bank Namibia (+91.61%),
FNB Namibia (+26.01%) and Capricorn Group Namibia (+9.14%)
provided robust returns over the quarter. On the contrary, South
African financials experienced a more muted performance as
Standard Bank (+2.99%), Nedbank (+2.01%) and FirstRand (+0.22%)
moved sideways. Another positive driver of the local index was
Namibian Breweries (+26.85%). The company paid a special
dividend of N$26.35/share - more than 50% of the share price as at
31 March 2023.

Our positioning
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Our positioning

Our active asset class positions relative to the benchmark are based
on our assessment of the current valuations of the asset classes with
reference to our long-run fair value assumptions.
Global inflation has been rising for the past year to levels last seen
more than 40 years ago. US inflation is currently at 7.1%. Initially,
developed market central banks considered the higher inflation as
temporary. They then changed their opinion, and the federal funds
rate, for example, has risen from 0.25% a year ago to 4.25%. The
Federal Reserve Bank has also reversed its quantitative easing
program, which was initiated in 2008 in response to the global
financial crisis.
Long-run inflation expectations are fundamental to asset valuations.
As inflation rises, investors require a higher nominal return from their
investments, and assets should reprice accordingly.
Our asset allocation positions reflect our view that inflation will likely
be higher than the developed market central banks' 2% target and the
South African Reserve Bank (SARB)'s 3-6% target range for a
significant period..

Local equities

We maintained a healthy overweight position in NAM and SA
equities.
The South African equity market remains attractive relative to its
history and other emerging markets.
Based on Bloomberg consensus earnings, the one-year forward price
-to-earnings (P/E) multiple on the FTSE/JSE Capped Shareholder
Weighted All Share Index (Capped SWIX) is currently about 8.6. The
forecast dividend yield is 5.2%. Historically, the SA equity market has
traded on average at a higher valuation than the MSCI Emerging
Markets (EM) Index. As shown in the graph below, the one-year
forward P/E on the MSCI EM Index is currently almost 30% above
that of SA.
The overweight position in equities is offset by an underweight
position in local cash and foreign equity.

Local bonds

We maintained the overweight position in local bonds.
Namibia long bonds trading well above 12% offering a real return of
more than 6% if measured relative to the SARB's long-run inflation
target of 3-6%, well above our required return of around 3% for local
bonds. We do believe the likelihood of SA and Namibia’s long-run
inflation being higher and remaining above the target range has
increased substantially and hold a larger overweight position in local
ILBs.

Inflation-linked bonds

We maintained our overweight position in ILBs. Ten-year ILBs offer a
6.4% real yield, well above the 2% real return that South African
conventional bonds have given since 1900.

Also, considering the global inflation concerns and the risk that the
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Also, considering the global inflation concerns and the risk that the
government could use higher inflation to reduce its debt obligations in
real terms, we believe that ILBs are an attractive and less risky
investment.

Global equities

We retained our underweight position in global equities. This position
has been implemented primarily by underweighting the S&P 500
Index.
The forward PE ratio for the developed markets is 16.7, while for the
emerging markets, it is at 12.4. The US equity market's consensus
forward PE ratio is 18.7. Analysts estimate earnings to decline slightly
over the next year, well below the 11% earnings growth of 2022.
We are, however, of the opinion that US companies' forecast
earnings have not been adjusted appropriately to reflect the current
economic environment. The US Federal Reserve's tightening
monetary policy would slow US economic growth, and they foresee a
high likelihood of a recession. Also, given the recent banking crises in
the US and Europe, bank lending conditions have tightened, and
bank lending has slowed. In response to the past decade's lower
nominal interest rates, non-financial companies have, on average,
increased their leverage. The percentage of total debt to total assets
has risen from a low of 26% in 2006 to 35% currently. If higher
nominal interest rates persist, companies' interest costs will
significantly increase when they refinance bond issues. Also,
effective corporate tax rates are now at 15% compared to 30% in
2002. The tax rate is more likely to increase than decrease in the
future.
US companies' interest and tax expenses as a percentage of
earnings before interest and tax have declined from 47% to 25% over
the past 20 years.
All of this contributed to US profit margins being at historically high
levels.

Global bonds

Developed market central banks have an implicit inflation target of
2%. We require a 1% real return from developed market sovereign
long bonds to compensate for term and inflation risk.
At the beginning of March, US 10-year bonds were trading at around
4%, offering a 2% prospective real return relative to the target. As a
result, we reduced the magnitude of our underweight position in
global bonds. However, we retained an underweight position as we
believe the developed economies' inflation rate will likely exceed the
2% target for a protracted period. Also, although they are
considerably smaller constituents in the Global Bond index, the
European and Japanese long bonds are still trading well below their
countries' inflation rates.

Risks and opportunities ahead

We remain steadfast in our investment approach, regardless of the
high levels of uncertainty. With higher interest rates locally, we have
been increasing our cash holdings - this acts as a natural hedge
against risk. Global equities have become more expensive over the
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against risk. Global equities have become more expensive over the
quarter, but do provide diversification benefits. US valuations are
particularly demanding relative to other developed markets. Namibian
bonds provide unmatched real yields, however higher than expected
interest rates have buoyed global bond yields as a whole.

Portfolio Manager(s)

Basson van Rooyen

CFA, CA (SA), CA (NAM)

Nigel Suliaman

CFA
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