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1. Review of Portfolio Performance

In April 2020 the average prudential balanced portfolio
returned 8.3% (March 2020: -8.2%). Top performer is
Prudential Namibia Balanced Fund with 9.6%, while
Momentum Namibia Growth Balanced Fund with 7.4%
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15 Year Perform % to Apr 2020
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Risk/ Return

Risk-Reward - Over the long term
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10 Year Perform % to Apr 2020
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2. Performance of Key Indices (index performance
by courtesy of 1JG/Deutsche Securities)
Graph 2.1
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12 Months Performance April 2020 - Economic Sectors
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3 Months Performance April 2020 - Equity Sectors
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12 Months Performance April 2020 - Equity Sectors
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12 Months Performance April 2020 - Asset Classes
30%
20% A 8 < < < OCash
% ~ X pad S ~
10% 42 S & ¥ BALL Bond
0%
-10% A BAIl Share
-20% A
BR/US$
-30% A
-40% - OSA Listed
50% Property
Apr-20
Graph 2.3
3 Months Performance April 2020 - Market Cap & Style
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12 Months Performance April 2020 - Market Cap & Style
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3. Po

rtfolio Performance Analysis

3.1 Cumulative performance of prudential

balanced portfolios

Graph3.1.5

Long-term Performance of BRF Universe
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3.2 3-year rolling performance of prudential
balanced portfolios relative to CPI

Graph3.2.1
BRF Rolling 3 Year Returns - Apr 2020
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BRF Rolling 3 Year Returns - Apr 2020
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Graph 3.1.2
Relative Long-term Performance
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Long-term Performance of Asset Classes vs Average Fund
140%
120% +-A ———BMCsh
mj L
o ;
100% 100% ALBI
80% 1 4%
0
60% A\ 2% JSE
40% 43% Average

3-year rolling performance of prudential

balanced portfolios relative to average
prudential balanced portfolio on zero

Graph 3.3.1

>>>>»2>2>2>2>2>2>2>2>2>>2>>2>>
CEEcEEEEEEEEEEEEEEEE
CREYLAQAQQQQQQQQaQQaQ
OO O OO0 O
ROEGTOIROORNWAUO®N®O

vy )
1’\: Benchmark Retirement Fund

BRF Rolling 3 Year Relative Returns - Apr 2020

—AGr

OM Pi

Inv

——NAM

Income Tax Ref. N0.12/1/12/462
Registration No 25/7/7/489

Page 4 of 9


http://www.rfsol.com.na/

Volume 16 No. 04

April 2020

2@ Benchmark Reti t Fund

MONTHLY REVIEW OF PORTFOLIO PERFORMANCE TO 30 April 2020

By T H Friedrich — Retirement Fund Solutions Namibia (Pty) Ltd

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

Graph 3.3.2 Graph 3.5.2
BRF Rolling 3 Year Relative Returns - Apr 2020 BRF Rolling 6 Month Returns - Apr 2020 - Special Mandate
2 Portfolios
Pru
15 y j ——OMDF
Inv 10 A A l‘l\" 1 A m San Act
2 (L N g | o
‘ aaa Vi iy A\
o LWL WP VM A AT TG
Isol FG R { wy
-5
3 ! (
§§§§§§§§§§§§§§§§§ -10;“HHHHHHHHHHHHH‘
R R S T TR R R R
SRR BBBEERFRNE PR R GG NGBS
3.4 Monthly perfo_rmance of prudential Graph 3.5.3
balanced portfolios
Graph 341 Long-term Performance of Special Mandate Portfolios
— 350% .
One Year Monthly Performance Style Contrast 200% Ay 2341102 ——OMDF
12.0% 282% San CPI+
9.0% 3 250% Pru CPI+
0/
6.0% i —+—Stan 200% - 28% | \amDet
3.0% —e—Inv San Act
150%

0.0% 7 —%—OMPi ’

-30% —* S 100% ——— NamCap*

-6.0% z zzzzzzZzzzzZzzZzzZz

90% b §ggegbebebesesl

: >» T £ € P» YO ZUg DI S88E8LFRREREGENE L
SEgsé&Es R8T ER
LS LB e B85S
Graph 3.4.2 3.6 Monthly and cumulative performance of
raph 3.4. ‘Benchmark Default’ portfolio relative to
One Year Monthly Performance Style Contrast average prudential balanced portfolio

12.0% Graph 3.6.1

9.0% 2

6.0% IF —a AGr One Year Monthly Performance Style Contrast

% L
g'gaﬁ;, N %M«T/i ——Puu 9.0%
- o7

-3.0% v NAM 6.0% ’

-6.0% \nl e— 150l FG 3.0% / —+—BM Def

29.0% \/ SO 0 e /

-12.0% 0.0% 75 L B
ggiigggggiggg '3‘0:/')77 Average
BpbegsbgssS B8RS -6.0%

-9.0% T T T T T T T T T T T
§5:z288egs sz
) ) 58 % 588558888
3.5. 6-month rolling and cumulative returns of
‘ 3 b 3
special mandate’ portfolios Graph 3.6.2
Graph 3.5.1 . ] .
BRF Rolling 6 Month Returns - Apr 2020 - Special Mandate Long-term Performance of BRF Universe
Portfolios 280% .

18 260% ol 267%

1 M , 240% A 239%

10 I San CPI+ 220% +

200% -
o L\ A R o e BV Def
W Pru CPI+
2| 160%
140%

-2 —— NAM Def 120%‘: | —e— Average

-6 ' 100% o= ——————————————T——TT—

10—t 858585858585 858585§5

e e S A S S BREERRELRREGEENSEREES
BTt T e S N N Tty

vy )
1’\: Benchmark Retirement Fund

Income Tax Ref. N0.12/1/12/462
Registration No 25/7/7/489

Page 5 of 9


http://www.rfsol.com.na/

Volume 16 No. 04
April 2020

vAg ,
1’\1 Benchmark Retirement Fund

MONTHLY REVIEW OF PORTFOLIO PERFORMANCE TO 30 April 2020
By T H Friedrich — Retirement Fund Solutions Namibia (Pty) Ltd

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

3.7 One-year monthly performance of key indices
(excluding dividends)
Graph 3.7.1

Monthly Index Performance (ex div)
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Graph 3.7.3
Cumulative Index Performance ex 1 Jan 19 (ex div)
130
120 A 111 | —&—Fin
110 4 106
100 =7 e e s v 99 | —x— Industrial
90 - i a
80 - X —=a— Basic M
70 A
60 | 62| ——Allsh
50 e A e e e
< P » o
TEEIFEEZEREREEES
Borkbpbeogoges8388

4, The Benchmark Default Portfolio — Facts in

managed to out-perform the average prudential balanced
portfolio despite its significantly lower risk profile as
represented by its equity exposure.

The default portfolio’s long-term return must be read in
the context of it initially having been managed with a low
risk profile that was only changed from the beginning of
2011 when the Metropolitan Absolute Return fund was
replaced with the Allan Gray balanced portfolio.

Table 4.2

Measure Money Default Average

Market Portf Prud Bal
Worst annual 7.5% 4.2% 2.8%
performance
Best annual 8.2% 11.0% 10.1%
performance
No of negative 1-year nla 0 0
periods
Average of negative nla nla nla
1-year periods
Average of positive 1- 8.0% 7.6% 7.0%
year periods

figures
Table 4.1

Portfolio Default Average

portfolio Prud Bal
5-year nominal return - % p.a. 6.7 5.0
5-year real return - % p.a. 2.1 -0.4
Equity exposure - % of
portfolio
(gtr end March 2020) 454 63.0
Cumulative return ex Jan 2011 166.56 139.13
5-year gross real return target - 5 6
% p.a.
Target income replacement 2 2.4
ratio p.a. - % of income per
year of membership
Required net retirement 13.0 11.6
contribution - % of salary

The above table reflects the actual returns of the Default
Portfolio versus target returns required to produce an
income replacement ratio of 2% of salary per year of fund
membership that should secure a comfortable retirement
income. It is to be noted that the default portfolio

vy )
1’\: Benchmark Retirement Fund

The table above presents one-year performance
statistics. It highlights the performance differences
between the 3 portfolios over the 3 years May 2017 to
April 2020. This gives an indication of volatility of the
performance of these 3 risk profiles.

Graph 4

Rolling 3 Year Returns - Apr 2020
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Graph 4 measures the success of the Benchmark Default
portfolio in achieving its long-term gross investment
return objective of inflation plus 5%, on a rolling 3-year
basis. It also shows rolling 3-year returns of the average
prudential balanced portfolio and rolling 3-year CPI. The
Benchmark default portfolio 3-year return to end April
was 5.8%, the average was 4.9% vs CPl plus 5%
currently on 8.38%.

5. Review of Foreign Portfolio Flows and the Rand
How is the Rand doing?

Graph 5.1 indicates that the Rand by our measure is at
fair value at 11.79 to the US Dollar while it actually stood
at 18.48 at the end of April. Our measure is based on
adjusting the two currencies by the respective domestic
inflation rates.
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Graph 5.1
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The Rand weakened by 3.8% in April with net foreign
investment outflows from bonds and equities of R23.3bn.
Over the past 12 months the Rand weakened by 29.0%.
Net outflows of foreign capital from equity and fixed
interest securities over the past 12 months amounted to R
229.9bn (outflow of R 200.3bn to end of March 2020).

Since the beginning of 2006, total net foreign portfolio
outflows amounted to R 8.7 bn (March R 77.0 bn
inflows).

Graph 5.2 reflects a net outflow of capital from South
African equities on a rolling one-year basis, of R 121.0
bn at the end of April (outflow of R 114.0 bn year-on-
year to end March). The month of April experienced a net
outflow of R 7.6 bn. Since the beginning of 2006, foreign
net investment outflows from equities amounts to R
190.7 bn (end March net investment outflow of R 183.1
bn). This represents roughly 1.18% of the market
capitalization of the JSE.
Graph 5.2

1 Yr Rolling Foreign Portf Flows (R mill) - Equity
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Graph 5.3 on a rolling one-year basis reflects foreign
portfolio outflows in respect of SA bonds of R 108.9 bn
over the past 12 months to end of April (outflow of R 86.2
bn over the 12 months to end of March). The month of
April experienced a net outflow of R 15.7 bn. Since the
beginning of 2006, foreign net investment in bonds
amounts to R 182.0 bn (to March R 197.7 bn).
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Graph 5.3
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Graphs 5.4 reflects the movement of the JSE since
January 1987 in nominal and in inflation adjusted terms,
with trend lines for these. In nominal terms, the JSE grew
by 10.2% per year since January 1987, and this excludes
dividends of 3%. Namibian inflation over this period of
33 years was 7.9% per year. This is equivalent to a growth
in real terms of 2.3 % p.a. over this period, excluding
dividends, or around 5.3% including dividends.

Graph 5.4
Nominal vs CPI adj Allshare Index (ex div)
70,000 —— Allsh
60,000 k A
50,000
40,000 —— ALSI CPI adj
oo M
20,000 HF7 : - .
Linear (Allsh
10,000 M/...:,_/ (Alish)
DHOOOOOOOOO O, 1 CPladj)
DOONBEBODOONEIIDOONBMO®®

Graph 5.5 reflects the movement of the S&P500 Index
since January 1987 in nominal and in inflation adjusted
terms, with trend lines for these. Since January 1987 the
S&P500 Index has grown by 7.3% per annum, over this
period of 33 years. US inflation over this period was
2.5%. This is equivalent to a growth in real terms of 4.8%
p.a. over this period, excluding dividends or around 7.0%
including dividends.
Graph 5.5
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Graph 5.6 provides an interesting overview of some of
the major global share indices, showing up the S&P as
the top performing index since the start of 2019.
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Graph 5.6
Cumulative Bourses Performance ex 1 Jan 2019 (ex div)
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Graph 5.7 provides an overview of relative movement of
the key equity sectors on the FTSE/JSE since December
2005 when these indices were first introduced. From this
the investor should be able to deduce which sectors offer
greater value and which one’s offer less value on the basis
of fundamentals. Annualised returns for these indices
since the beginning of 2006 were: Consumer Services:
14.1%; Consumer Goods: 12.3%; Basic Materials: 4.3%;
Financials: 2.8%; and Industrials: 2.6%.
Graph 5.7
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6. After Corona the world will never be the same
again!

by Tilman Friedrich

Every politician, every news medium, and of course Bill
Gates, are all heralding that the world we knew before
will never be the same again, after Corona. The
abbreviations A.C. and B.C. have been given a new
meaning — After Corona and Before Corona. Have you
noticed like I, that this message is driven in particular by
ITC companies and others, clearly wanting to capitalise
on IT to promote their business?

In the 20 years or so B.C. we experienced a huge tidal
wave of human movement across the world. One may
probably differentiate between business movement and
leisure movement. | believe these two will respond
differently in the years A.C.

Maybe me, as a ‘baby boomer’, am still of the old school.
I believe human beings are social animals. They like to
socialise, meet face to face and interact on a personal
level and have that feel-, smell-, taste experience, simply
being a human being. We do not want to be prescribed to
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the nth degree what we may do, what we may not do,
where we may and may not be, how and when we may
move around — like an animal in a zoo. We may live being
shackled for a while, but we will not, as a species accept
shackles for any extended period and the longer we are
shackled down, the more violent the breaking of these
shackles will eventually be. This is what history tells us.
The virtual world may add a facet to our lives but it will
not change our human genes. | am convinced that the new
reality A.C. is a huge hype blown up by people with a
vested interest and opportunists joining the band wagon.

People who have been moving around for business
reasons probably never experienced such travelling as
fun, and it was time consuming, disruptive, inefficient
and expensive, to the consumer in the final analysis. Did
they have to move around? Probably not but the world
had not cottoned up to the new way of doing business
simply because there was no real imperative to do so. In
the interregnum, (i.e. the various stages of lockdown), us
all had to accept the other person doing things differently
and us being forced to also start doing things differently.
We were all forced to start using technology to avoid
prohibited movement while still keeping the business fire
burning.

Just think of your staff training and your personal
continuing professional education obligations. So many
businesses out there are nowadays obliged to spend x
amount on training and X hours on continuing
professional education and if this is all one wants to
achieve then I guess the virtual event will do it for you. It
will be a lot cheaper, a lot more accessible, efficient,
practical and much less disruptive. Not driving to and
from the airport, sitting in the departure hall, flying across
the world, booking into a hotel to attend the conference
or seminar starting 8h00 tomorrow morning, and all of
this in reverse upon return.

This type of movement undoubtedly will shrink
dramatically. It’s been wasteful of natural resources and
it is good for us all and our environment for this to largely
disappear! So much as the demand for training and CPE,
much to my personal dismay, was blown up artificially,
this bubble has burst never to return again. The need for
training however, will remain and this will largely be
served with the assistance of IT. ITC businesses and those
that provide virtual training will thus experience a
quantum leap.

However, when it comes to human movement for leisure
and entertainment, | doubt we will see a dramatic change.
Just think of that gala event. That special, memorable
event will always be a personal, live experience rather
than the virtual experience. Think of the personal, live
experience of being exposed to another country, another
people, other traditions and cultures another climate and
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environment. That travel fever, that travel bug cannot be
emulated by virtual deception, it has to be ‘the real thing!

We will see a line drawn between ‘must have’ where
price, efficiency and practicality will be essential, and
‘nice to have’, where those considerations are not
important but rather the live experience where feel good,
atmosphere etc will be important. The former will rely on
the human element ever less, the latter ever more.

Accordingly, we will see a lot of spare capacity and dead
capital where ever business relied on business movement.
Business that has been focusing on movement for leisure
and entertainment purposes is likely to return to, and
substantially exceed the B.C. business levels A.C., but it
will take time. The demands of this type of movement
will increase exponentially and the opportunities arising
out of the increasing demands will be huge. During the
interregnum, however, many people will have lost their
job, many will have experienced a sharp decline in
income and all are now in a state of shock. Everyone will
try to rebuild their lives, their confidence and their
reserves, before they will think about spending money on
leisure and entertainment again.

You may ask what this has to do with pension funds? The
main business of pension funds is investment. So pension
fund trustees must be alert and ascertain that their asset
managers are on the right track because failing to find the
right track will cost fund members dearly!

Conclusion:

The world after Corona will be different and it will take
a long time for all systems and processes to adapt to the
new reality. It will be a huge shake-up of all we had
before and there will be a large fall-out. It will be like the
aftermath of a global war, probably with as much
destruction in every respect as a war typically causes. At
the same time new products and services will be created.
Businesses serving commerce and industry will become
much more IT driven while businesses serving personal
leisure and entertainment will become much more
focussed on personal needs and preferences rather than
‘one size fits all’. In this transition there will be lots of
failures and lots of shining successes. There will be lots
of volatility in global financial markets as the processes
and procedures of new products and services are being
calibrated to avoid mistakes and to improve and expand
on success formulas.

For an investor the transition will be a difficult time as
there will be lots of tears of joy and pain. At the end of
the day real business is the asset class to invest in. We all
have to live, eat, drink, dress, get to work, nurture our
health, go on holiday, learn, find shelter and so on. The
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‘real economy’ will continue and is best represented by
commerce and industry, in short, investment in equity
appears to be really the most appropriate asset class for
the normal investor who shies away from the more exotic
asset classes such as gold, works of art etc.

We remain with our previously expressed view that one
should not sell out of equities but should selectively
dispose of holdings that are clearly in the wrong industry
to replace them with ones that are clearly in the right
industry as we have alluded to above. One can expand
one’s holdings in the right sectors provided one is assured
of the sustainability of the specific holding A.C., which
of course will prove to be quite a gamble.

Index investing will merely result in returns mirroring the
general performance of the economy and that will be
worse than it has been before the lockdown during the
transition from the world B.C. to the world A.C. Stock
picking will add value if the shrewd manager avoids
companies likely to suffer and pounces on opportunities
that will become available. In these times of high
volatility, one should mitigate the risk by spreading one’s
investment over a period.

The Rand still being badly under-valued by our measures,
while foreign equity markets have already picked up
substantially, the prospect being for global equity
markets catching their own Corona as the widespread
impact of the global lockdown measures manifest in
global economies and for the Rand to reverting to fair
value, there is still a significant opportunity to repatriate
foreign investments at this stage.

Important notice and disclaimer

This document has been prepared in good faith on the basis of
information available at the date of publication without any
independent verification. Benchmark Retirement Fund and
Retirement Fund Solutions Namibia (Pty) Ltd does not
guarantee or warrant the accuracy, reliability, completeness, or
currency of the information in this publication nor its usefulness
in achieving any purpose. Readers are responsible for assessing
the relevance and accuracy of the content of this publication.
Benchmark Retirement Fund and Retirement Fund Solutions
Namibia (Pty) Ltd accept no liability whatsoever for any direct
or consequential loss, damage, cost or expense incurred or
arising by reason of any entity or person using or relying on
information in this publication. This document is not for
reproduction, distribution, or publication by any recipient.
Opinions expressed in a report are subject to change without
notice. All rights reserved. These disclaimers and exclusions
shall be governed and construed in accordance with Namibian
Law. If any provisions of these disclaimers and exclusions shall
be unlawful, void or for any reason unenforceable then that
provision shall be deemed severable and shall not affect the
validity and enforceability of the remaining provisions.

Income Tax Ref. N0.12/1/12/462
Registration No 25/7/7/489

Page 9 of 9


http://www.rfsol.com.na/

