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Graph 1.10

3 Year Perform % to Nov 2021
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20 Year Perform % to Nov 2021
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10 Year Perform % to Nov 2021

.
=
5ot
~n ©

O®>»Q 509 0ZZYILRLgz>P»IVOZLrPUW
225;%2%§z§>%3§‘éo2z>"5§
2%% 92222598 3 = &g
= TEEESE T ® %
S5 * %
s

vy )
1’\: Benchmark Retirement Fund

Risk/ Return
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NAM Coronation Balanced Plus Fund
0ld Mutual Namibian Profile Finnacle Fund

® Prudential Namibian Balanced Fund

@ Standard Bank Namibia Managed Fund

® Old Mutual Namibia Balanced Fund

@ Benchmark Retirement Fund Default Portfolio
NAM Coronation Capital Plus Fund

4 Prudential Namibian Inflation Plus Fund

& sanlam Namibia Infiation Linked Fund

A NAM Coronation Balance d Defensive Fund
0ld Mutual Namibia Absolute Stable Growth Fund

* Capricorn Investment Fund

 Sanlam Namibia Active Fund

+ Old Mutual Nedbank Namibia Money Market

O NMGNAM Moderate Benchmark

A NMGNAM Mod Conservative Benchmark

© NMGNAM Conservative Benchmark

o
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Ninety Gne Namisia Managed Fund
NAM Coronation Balanced Plus Fund
Old Mutual Namibian Profile Pinnacle Fund
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® Hangala Gapital Absolute Balanced Fund
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® Benchmark Retirement Fund Default Portfolio
NAM Coronation Capital Plus Fund
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13.0 A NMGNAM Mod Conse rvative Benchmark.
© NMG NAM Conse rvative Benchmark.
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2. Performance of Key Indices (index performance by

courtesy of 1JG/Deutsche Securities)

Graph 2.5

3 Months Performance November 2021 - Economic Sectors
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3. Portfolio Performance Analysis
3.1 Cumulative performance
balanced portfolios
Graph3.1.1
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3.2 3-year rolling performance of prudential
balanced portfolios relative to CPI
Graph 3.2.1

BRF Rolling 3 Year Returns - Nov 2021
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BRF Rolling 3 Year Returns - Nov 2021
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3.3 3-year rolling performance of prudential
balanced portfolios relative to average
prudential balanced portfolio on zero

Graph 3.3.1
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3.7 One-year monthly performance of key indices

4. The Benchmark Default Portfolio — Facts in figures
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Cumulative Index Performance ex 1 Jan 21 (ex div)
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(excluding dividends) Table 4.1
Graph 3.7.1 Portfolio Default Average
Monthly Index Performance (ex div) 5-year nominal return - % a portfo||07 7 Prud Balg 9
15% . A fin 5-year real return - % p.a. 3.8 5.0
10% 1 A VAN Equity exposure - % of
5% A&‘f"\r—x\ X SV _ portfolio
0% | NS AT > Industrials (qtr end June 2021) 46.2 64.5
-5% _ Cumulative return ex Jan 2011 212.7 202.0
-10% BasicM 5-year gross real return target - 5 6
e 22 s e 289 Z % p.a.
g g EX 2rge 523 Target income replacement 2 2.4
e m e sErER" =0 e ratio p.a. - % of income per
year of membership
Graph 3.7.2 Required net retirement 13.0 11.6
i contribution - % of salary
25% Monthly Index Performance (ex div)
—%— Industrials
o 0 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. Please note that the default portfolio of late
underperformed the average prudential balanced portfolio,
although still ahead since January 2011, when the trustees
restructured by raising the equity exposure. It still has a
significantly more conservative structure with an equity
exposure of only 46% compared to the average prudential
balanced portfolio’s exposure of 65%. When equities
significantly out-perform the other main asset classes, the
default portfolio will underperform the average prudential
balanced portfolio. Over the past 12 months, due to the
further significant increase in central banks’ bond-buying
activities, equities have performed well. Property
outperformed equities, though, recovering from its severe
slump due to COVID. Of course, the central banks’
interventions distort financial markets cause significant
volatility and artificially increased valuations of equities, in
particular.

One must read the default portfolio’s long-term return in the
context of its initially low-risk profile that the trustees only
changed from the beginning of 2011 when they replaced the
Metropolitan Absolute Return fund with the Allan Gray
balanced portfolio.
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Table 4.2 Graph 5.1
Measure Money Default Average RIUSS
Market Portf Prud Bal 20
Worst annual 6.1% 3.2% 2.5% 18 i\
performance 16 16.01
Best annual 8.2% 9.1% | 10.6% . T s
performance 10 N Y2 atu RIUS $
No of negative 1-year nla 0 0 8 I\ n'v"d'
periods 6 —Adé‘L
Average of negative nla n/a n/a ;' _i:dLjJ% Infl
L-year periods STTETII TR ELTIEEEL
Average of positive 1- 7.5% 6.1% 6.4% DA A A A A A AN

The table above presents one-year performance statistics.
It highlights the performance differences between the
three portfolios over the three years from Deceomber 2018
to November 2021. These statistics show up the
performance volatility of these three risk profiles.

Graph 4

Rolling 3 Year Returns - Nov 2021
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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’s 3-year return to the end of November
was 9.0%, the average was 10.6% vs. CPI plus 5% currently
on 8.1%.

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

Graph 5.1 indicates that the Rand’s fair value by our
measure is 11.50 to the US Dollar while it stood at 16.01 at
the end of November. Our measure is based on adjusting
the two currencies by the respective domestic inflation
rates.

vy )
1’\: Benchmark Retirement Fund

The Rand weakened by 4.68% in November with net
foreign investment outflows from bonds and equities of
R49.7 bn. Over the past 12 months, the Rand declined by
3.74%. Net outflows of foreign capital from equity and
fixed interest securities over the past 12 months amounted
to R 256.7 bn (outflow of R 192.9 bn to the end of October
2021).

Since 2006, total net foreign portfolio outflows amounted
to R 359.8 bn (October R 310.1 bn outflows).

Graph 5.2 reflects a net outflow of capital from South
African equities on a rolling one-year basis of R 122.8 bn
at the end of November (outflow of R 112.2 bn year-on-
year to end October). The month of November experienced
a net outflow of R 14.2 bn. Since 2006, foreign net
investment outflows from equities amounted to R 406.3 bn
(end October net investment outflow of R 392.1 bn). It
represents roughly 2.1% of the market capitalization of the
JSE.
Graph 5.2
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Graph 5.3 on a rolling one-year basis reflects foreign
portfolio outflows in respect of SA bonds of R 133.9 bn
over the past 12 months to end of November (outflow of R
80.7 bn over the 12 months to end of October). The month
of November experienced a net outflow of R 35.6 bn. Since
2006, foreign net investment in bonds amounted to R 46.5
bn (to October R 82.1 bn).
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Graph 5.3
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Graph 5.4 reflects the movement of the JSE since January
1987 in nominal and inflation-adjusted terms, with trend
lines for these. In nominal terms, the JSE grew by 10.8%
per year since January 1987, excluding dividends of 3.1%.
Namibian inflation over these 34 years was 7.7% per year.
It is equivalent to growth in real terms of 3.1% p.a. over this
period, excluding dividends, or around 6.2% including
dividends.
Graph 5.4
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Graph 5.5 reflects the movement of the S&P500 Index
since January 1987 in nominal and inflation-adjusted terms,
with trend lines for these. Over 34 years since January 1987,
the S&P500 Index grew by 8.4% per annum. US inflation
over this period was 2.7%. It represents growth in real terms
of 5.7% p.a. over 34 years, excluding dividends, or around
7.9% including dividends.
Graph 5.5
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Graph 5.6 provides an interesting overview of some of the
big global share indices, showing the S&P500 as the top-
performing index since the start of 2021.
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Graph 5.6
Cumulative Bourses Performance ex 1 Jan 2021 (ex div)
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Graph 5.7 provides an overview of the relative movement
of the key equity sectors on the FTSE/JSE since December
2005, when the JSE introduced these indices. From this
graph, the investor can deduce which sectors offer greater
value and lower value based on fundamentals. Annualised
returns for these indices since the beginning of 2006 were:
Consumer Services: 17.9%; Consumer Goods: 12.6%;
Basic Materials: 6.6%; Industrials: 4.7% and Financials:
4.5%.

Graph 5.7
Key Index Movements ex 1 Jan 2006 (ex div)
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6. Do not expect the Default Portfolio to outperform
By Tilman Friedrich

The Benchmark Default Portfolio does not aim to
outperform the average of the prudential balanced
portfolios over the long term. Any long-term
outperformance is a coincidence. Yet, since its restructuring
at the start of 2010, it beat the average prudential balanced
portfolio cumulatively. It was 2.7% ahead of the average at
the end of October 2021 after reaching its peak
outperformance of 12.4% in March 2020. In March 2020,
when COVID hit our markets, the JSE Allshare Index fell
12.8%, from 51,038 to 44,490. In April 2020, the JSE
Allshare Index grew by 13.1%, continuing its trajectory to
70,475 at the end of November 2021.

The Benchmark Default Portfolio can underperform and
outperform the average prudential balanced portfolio in the
short term. It’s currently more conservative structure means
that it will likely beat the average prudential balanced
portfolio when shares perform poorly, and it will lag it when
shares perform strongly. Since the end of March 2021,
shares performed strongly, and as a result, the Default
Portfolio’s cumulative outperformance to the end of March
2021 declined steadily.
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Graph 6.1 illustrates the Default Portfolio’s characteristics,
as described in the foregoing. The black line in the graph
depicts the return of the Default Portfolio relative to the
yellow line. The yellow line depicts the average of the
prudential balanced portfolios as a constant cumulative
return of 100. The blue line (the JSE Allshare Index), the
green line (Namibian Allbond Index), and the red line
(Namibia Money Market Index) depict their movement
relative to the yellow line (average prudential balanced
portfolio). As shares are the biggest component of the
Default Portfolio and the prudential balanced portfolios, the
movement of the JSE Allshare Index has the largest impact
on the Default Portfolio’s performance relative to the
average prudential balanced portfolio’s performance.

Graph 6.1
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Members who have invested their retirement in the Default
Portfolio will wonder whether the black line (the Default
Portfolio) will continue moving lower and even below the
yellow line? As stated at the outset, it can underperform the
yellow line over the short term, particularly when shares do
well. So, will shares continue doing well as they did since
March 2021? The reason for shares having done well is that
central banks pushed lots of money into the financial system
and reduced their policy interest rates. An investor now
earns very little on interest-bearing investments and
sometimes even earns a negative return when considering
inflation. The investor can now borrow money very cheaply
and invest in shares and other assets, which drives up the
price of these assets. Central banks adopted these policies
to prop up their economies after the COVID crisis. An
economy is in trouble when the consumer stops consuming,
and this happens when uncertainty and panic prevail, as we
saw when COVID hit us. These central bank policies
achieved their objective as high inflation rates in the
developed economies indicate.

In response to the strong growth in the inflation rate, the US
Federal Reserve has already reduced the monthly amount
of money it is pushing into the system as a first step. The
ECB is likely to follow. The next step is to start increasing
their policy interest rates. Market commentators expect
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interest rate increases from next year. These central banks’
policy changes will likely reduce the return on shares
relative to interest-bearing investments. This trend is likely
to continue until the risk-adjusted returns of shares and
interest-bearing investments reach an equilibrium.

Conclusion

We expect shares not to do as well in the next few years
relative to interest-bearing investments, as they did over the
past one-and-a-half years. Therefore, the more conservative
structure of the Benchmark Default Portfolio should
prevent it from dropping below the yellow line (the average
prudential balanced portfolio) over any more extended
period. Members with a long-term investment horizon
should not feel concerned about their investment in the
Default Portfolio. Members with a short-term investment
horizon of up to five years whose capital is in the Default
Portfolio should consider investing in other portfolios,
depending on how they plan to use their retirement capital
at the end of the short-term horizon. We do point out,
though, your retirement in the next five years does not
necessarily mean that you have a short-term horizon as you
may want to arrange a pension with your retirement capital
that is payable for the rest of your life! We advise that you
should consult your adviser.

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.
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