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The monthly review of portfolio performance, as set out in this issue, is now also available on our website at www.rfsol.com.na.

1. Investment Portfolio Performance (consult table
below for full name of portfolio)

In February the average prudential balanced
portfolio returned 6.89% (January minus 4.77%).
Best and worst performance for the month was
delivered by Old Mutual (7.88%) and Allan Gray
(5.35%), respectively.

For the 3 months ended January 2008 (graph 9),
best and worst performance was delivered by
Investec (2.7%) and Sanlam (minus 2.7%),
respectively, the average portfolio delivering 0.4%
(January minus 8.1%). For the 12 months ended
February 2008 (graph 12), best performance was
delivered by Investec (23%) and worst performance
by Sanlam (5.5%), the average portfolio delivering
12.6% (January 6.8%). Graphs 10, 11, 13, 14 and 15
reflect the performances for the 6 months, year-to-
date, 3 years, 5 years and 10 years to 29 February
2008, respectively.

Cumulative long-term performance of prudential
balanced portfolios is reflected in graphs 16 and 17.
Take note that graph 16 reflects a massive out
performance by Allan Gray of 12.8% p.a. over this
period of close to 10 years compared to bottom of the
log Metropolitan, returning 13.9% p.a. since 1 April
1998. Graph 17 reflects cumulative performance
starting January 2003. Here too Allan Gray comes
out on top albeit with a narrow margin, out
performing Stanlib’s 22% p.a., at the bottom of the
log, by 3.5% p.a.

Graphs 20 and 21 provide a more in depth look at
the monthly performance of these portfolios over
the past 12 months. Check your manager’s
performance relative to the others and to the monthly
returns of the main equity sectors in graphs 24
and 25 over the same period. Is this consistent with
its asset and sector allocation (refer to our Manager
Review at 31 March 2008 on our website)?

2. Special Mandate and Default Portfolio
Performance

Over the past year, markets have been extremely

volatile and for once the special mandate portfolios

clearly show their advantages and why the cautious

and conservative investor should consider these

portfolios. Reolling 6 month returns of these
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portfolios are reflected in graph 22, relative to the
average prudential managed portfolio. Benchmark
default portfolio comprises of Metropolitan Absolute
Return and Prudential Inflation Plus funds in
approximately equal shares. The performance of the
default portfolio and that of the average prudential
balanced portfolio, over the past 12 months, is
reflected in graph 23.

3. Asset Class Performance

Graphs 1 and 2 reflect the performance of the main
asset classes for the 3 months and the 12 months
ended February 2008. Cash* on 2.4% outperformed
all other asset classes over 3 months, followed by the
Allshare* on 1.5%, All Bonds* on minus 1.5% and
Property UT* on minus 7.9%. Over 12 months ended
February 2008, the All Share* index on 21.9% beat
second best performer Cash* on 9.5%, followed by
All Bonds* on 2.9% and Property UT* on 1.3%. For
the purpose of doing more in depth analyses, graphs
26 and 27 reflect the performance build up of
various indices from 1 January 2007 to date.

4. Investment Style and Market Capitalization

Graphs 3 and 4 show that ‘Growth’* and ‘Value’*
companies returned 7.1% and minus 1.6%,
respectively, over 3 months, and 33.5%, respectively
12.1%, over 12 months. Looking at market
capitalization, ‘Small Caps’* produced minus 7.7%
and 12.8% over 3 and 12 months, respectively,
compared to ‘Mid Caps*’ (minus 7.2% and minus
0.1%) and ‘Top 40’s*’ (2.9% and 25.3%). The
following abbreviations are used in the graphs below:

Benchmarks

Namibian Cons Price Index CPI Cum

JSE Allshare Index JSE Cum
Benchmark Default Portfolio BM Def

Average Portfolio (prudential, | Aver

balanced)

Special Mandate Portfolios

Sanlam Cash BM Cash (no colour)
Investec High Income (IBA) Inv High (no colour)
Metropolitan Absolute Return Metr ARF (grey)
Prudential Inflation Plus Pru Infl+ (grey)

0Old Mutual Dynamic Floor OM DF (grey)
Sanlam Inflation Plus Sanl Infl+ (grey)
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Market related portfolios

Graph 4

Allan Gray Balanced A Gr (blue)
Investec Managed Invest (blue)
Investment Solutions Focused Growth | Isol FG (blue)
(multi manager)

Prudential Managed Prudential (blue)
Metropolitan Managed Metr (blue)
Old Mutual Profile Balanced OM B (blue)
Old Mutual Profile Growth OM H (blue)
RMB Managed RMB (blue)
Sanlam Managed Sanl (blue)
Stanlib Managed Stan (blue)

2 Mth Performance Feb 08 - Market Cap & Style

*Index performances, by courtesy of Deutsche Securities, an
associate of IJG and IJG (bonds and cash), include dividends.
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Long-term Performance of BM Universe One Year Monthly P erformance Style Contrast
1200% —=— Invest 120, —e—OMB
o
A Gr,
1000% H 1022105 2 Sanl 8% | 8 e AGH
800% f ——OMB 4% 4
0, 7 Sanl
600% e Metr 0% 1 o 72 n
400% -
Metr, | —e— Stan -4% A N Prude
200% 359.1% . ntial
o RMB -8% —— T
M iriiiziiz 5355528823983 | w
T 5 5 %t & % € €8 % 6 —x— A Gr 5% &7 T e T T2 ¢ LT FG
oA S S S S &5&2I I E3II LR
O VvV O O O O © O©o o o 32 g Y I 2 2 33 oo
=] o (=] — 8] w S w (=) ~
Graph 17 Graph 21
Long-term P erformance of BM Universe One Year Monthly P erformance Style Contrast
350% —=— Invest 12% e Stan
9%
300% —a— 150l FG
250% - —s=— Invest
200% A —— Sanl
150% o OM B —o— Metr
100% -
50% +———————————————— Stan - o & — ——RMB
SErY Y EYEYEY Er 528929532
2 5 2 5 8 5 8 5 g8 5 g 7T < L &0 YT ¢ ¢ L %
¢ ¢ ¢ ¢ ¢ ¢ —AGr 6L 838 538 &332
SE8RRR283%3 SS3FTSsSEssEe
Graph 18 Graph 22
Benchmark Retirement Fund Rolling 3 Year Returns Feb 2008 BM 6 Month Rolling Returns - Special Mandate P ortfolios
30 —— Sanl —e&— Pru Infl+
40 —— Metr
30 —%— Met ARF
Stan
20
10 —a—RMB —a— OM DF
0 —+—AGr X
-5 T T T T T T T T T Sanl InfH
Ml ciotezoreze L™ z 7522372z %3
s%®5 6868 6888 688 &85 &85 & | S - &8 £ 2 o &2 £ 2 <
F R 2R &% 23 278 &% 2 D S A D R N (N o Average
S8 28 gRaag&3 S S & 8 8 8 2 3 3 3 =
Graph 19 Graph 23
Benchmark Retirement Fund Rolling 3 Year Returns Feb 2008 One Year Monthly Performance BM Default vs Average
OM B 12%
—X— Invest 8%
o —— BM Def]
—%—OMH 4% 1
—+— Prudential 0% S
rudentia w —s— Average|
-4% N
—&— Average
A Pl Bl
— s = v o Z Y g =z
ez ez gzzgzezegge EZ FEEzZEREFEYG
o T S - O N LT 539 L5185
28828283823 S I IITIIIZS =R

Income Tax Ref. No.12/1/12/462
Registration No 25/7/7/489

Page 4 of 6

38+ BENCHMARK
AW D . -

~~ Retirement Fund




‘X BENCHTEST

Volume 4, No. 2, Feb 2008

MONTHLY REVIEW OF PORTFOLIO PERFORMANCE TO 29 February 2008
By T H Friedrich — Managing Director Retirement Fund Solutions Namibia (Pty) Ltd

The monthly review of portfolio performance, as set out in this issue, is now also available on our website at www.rfsol.com.na.

inflated house prices to fund their investment and spending

5. A Preview Of The Next 12 Months

Graph 24
spree. Although the Federal Reserve Bank has been
Monthly ndex P erformance (ex div) - propping up financial markets through artificially low
20% interest rates, the average American, personally or through
10% | —*— Industr someone he or she knows well, would have experienced the
J \‘éé‘\ Allsh nasty awakening of foreclosure or abandoning his house
9% % & —eo— Allsl f . . . . .
0% ] % e % and is now likely to try to consolidate his financial position
-10% —e— Oil&Gas| by selling investments and redeeming his debt. Graph 28,
. indicates that foreigners are now selling their offshore
-20% — T Basic . . . . . .
T ErEEEZYLOZYE T Mat holding in SA. We expect this decline to continue and it
griif g T iiiLy seems that recent Rand weakness and the significant drop
(=1 =1 (=3 o . . . .
R in the FTSE/JSE is the result of foreign selling.
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Cumulative Index P erformance (exdiv) i Graph 29 indicates that on the basis of fundamentals, the
A= Fin Rand was overvalued in US$ terms since 2003, probably
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Graph 30 shows clearly to what extent the South African
share market has departed from the US market, despite the
recent correction, far off its US peer.

Foreign interest and portfolio investment has been a key
support factor for continued bullish sentiment towards local
equities and the strength of the Rand/Namibia Dollar.
Americans, in particular used the spiral of cheap credit and
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Clearly there are large imbalances in the global financial
system that will have to correct, in our opinion. Such
correction is likely to be a combination of a decline in the
prices of oil and resources and an increase in general price
levels of products and services through inflation. Such
developments will impact negatively on the consumer and
on his/her appetite for equities. For South Africa and
Namibia this should have the effect of higher inflation,
higher interest rates, eventually higher taxes and a weaker
currency, which in turn feeds inflation. We had all these
factors working for us over the past couple of years, but it
seems the party is over, or will soon be. The electricity
supply situation was not foreseen by anyone just a year ago
and will only add to our woes!

6. Conclusion

We remain convinced of the wisdom of prudentially
managed portfolios, those typically employed by pension
funds.

Measuring a 12 month period to end February, the average
prudential balanced pension portfolio returned 12.6% (to
January 6.8%) compared to 9.6% a cash investment would
have earned. This just shows how quickly fortunes can
change between these two asset classes on either side of the
risk spectrum! If one extends the investment horizon to 2
years, one would have earned 20.6% p.a. in the typical
pension portfolio as opposed to only 8.7% p.a. cash would
have generated and an inflation of 7% p.a.! A real return of
14% p.a and something you will not see too often!

If this does not convince you of the wisdom of the typical
pension portfolio, consider the calendar years since 1978.
Over this 30 year period to end December 2007, the
average pension portfolio incurred negative returns in only
2 years, namely 1998 (minus 1%) and 2002 (minus 3.6%).
The Allshare index in contrast, experienced 6 years of
negative returns ranging between minus 2% and minus
10%. On the positive side, the average pension portfolio
returned close on 20% per annum over the 30 year period,
skewed of course by the exceptional returns over the past 5
years!
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Taking our statistics as far back as we track the Allshare
index (January 1998), a normalized starting point for the
Allshare index is May 1999 when it stood at 6,500 while it
stands at 30,164 at the end of February. This represents an
annualized growth of 17% compared to inflation of 6.3%
p.a. over the same period.

A normalized starting point for the ALSI 40 is April 1989
when it stood at 2,600 while it stands at 27,816 at the end
of February. This represents an annualized growth of
13.4% compared to inflation of 8.8% p.a. over the same
period. This index grew by 17.6% p.a. from 5,700 in May
1999.

Had the economy grown by real 3% p.a. since April 1989
and had the top 40’s kept pace with the growth of the
economy, the ALSI 40 should now be at 21,200. Had the
economy grown by 4% the index should now be at 25,100.

In our view our local stock markets are currently slightly
expensive based on these parameters. Those waiting for
buying opportunities are likely to still have their day
though, in view of global economic factors with
predominantly negative potential for investor sentiment.

If we were to risk a prognosis for 2008, firstly, we do not
see equities out performing the other asset classes
significantly, if at all, the risk being a sentiment imputed
decline in equities. This means that, at best, we are likely to
see returns resembling those on cash and other interest
bearing assets. We believe that large caps will outperform
mid and small caps and favour exporters and Rand hedge
shares, in view of our expectation of a weaker Rand,
weaker consumer sentiment and increasing inflation. Latter,
we believe prevent interest rates from declining to any
significant extent. With this view on financial markets,
there is little purpose in high equity exposure and we
consequently favour very conservatively structured
portfolios.

7. Important notice and disclaimer

Whilst we have taken all reasonable measures to ensure
that the results reflected herein are correct, Benchmark
Retirement Fund and Retirement Fund Solutions Namibia
(Pty) Ltd do not accept any liability for the accuracy of the
information and no decision should be taken on the basis of
the information contained herein before having confirmed
the detail with the relevant portfolio manager.
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