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1. Review of Portfolio Performance

In July 2023, the average prudential balanced portfolio
returned 1.1% (June 2023: 2.4%). The top performer is 6
Momentum Namibia Growth Fund with 2.1%, while Ninety
One Namibia Managed Fund with 0.3% takes the bottom 4
spot. For the three months NAM Coronation Balanced Plus
Fund takes the top spot, outperforming the ‘average' by 2
roughly 2.0%. NinetyOne Managed Fund underperformed
the 'average' by 2.3% on the other end of the scale. Note that 0
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Graphs 1.1 to 1.10 reflect the performance for periods from
1 month to 20 years of a number of the most prominent
prudential balanced portfolios (blue bars), 'special mandate
portfolios' with lower volatility risk (grey bars), fixed
interest portfolios (no color bars), the average of prudential
balanced portfolios (black bar), the JSE Allshare Index
(green bar), and the CPI (red bar). Benchmark investors
should note the performance of the default portfolio (yellow
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15 Year Perform % to Jul 2023

=
B e B e ob
oS o 53_0;:,,.0-
P e o PN w

OWP>»ELO0YPZZYOILZFOZIL>PT
S CRIZ858523258282"" o5 =<
9% TRr9S5929 <32 Tgyg
2 2 =
£ TRYYIEQ 3 <
® ¥

Graph 1.10

3 Year Perform % to Jul 2023
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10 Year Perform % to Jul 2023

OBP>PGLOYYPZZIZYOZIILZZFOZILR]P>PLW
S MIS5585252p8E8282 05 <
2% TYxx2a.5989% “32° &g
Es .U—‘.igg:&%m ® &
A
@ +

Risk/ Return

Risk-Reward - Over the long term
Tirvss Fariod: (0 -l D013 1 30duse 1023

us

It

an

a0

@ Alan Gray Haribia Balncnd Fand
Nty Cina Hamibis Maraged Fund
® NAM Coennacion Balanced Fius Fud
8 Mt W armian Profile Finnacle Fund

0 ® M&G Hamibisn Balanced Fund
St redard Bank Namidsia Mansged Furd
A A o e ‘ ® @ Benchmark Retirement Fund Detault Fortialic.
o o “ ® AN Coanation Capital Pius Fund

4 MG Namibian Infusan Pus Fund
“’ & sy Mammitia 1flation Unked Fund
& MAM Cormnamion Rslanced Gefenthes Fond
4 Co Mutsal Mamitsa Asolute Stale Geesth Fund
* Capricorn Investment Fund
* sarlam Mamites Acthve Fund
& Capricorn Eabanced Cash Fund
# Minety Cire Hamibi Wigh income Fund
© NAGNAM Moderane Benchmark
A NAMINAM Mod Comervatioe Barchmark
< MANEN AN Consevathe B rchmark

Risk-Reward - Over the short term
Tima Parssd 0f-fuly- B2 18 30-une 2003

»o

=0

50

o

Fetue

a8

@ Mlan Gray Namibia Batanced Fund
® Hirmty Ore Hambia Managed bund
® NAM Corcnation Balanced Phes Fund
et Mt tamisian Frofile Panace Fund
® MEG Namibian Balanced Fund
& Sandard Bank Namisla Managed Fund
. @ Barchmark Retirement Fund Default Portfolo
MAM Corgeaman Capral Pus Fund
g & MG Memitrian Inflation Fus Fused
& Sankam Namiséa Inflation Unked Fund
4 MAM Carsasian Balsnce d Definive Fund
0 & O Mutusl Mamitia Aticiote Stable Growth Fund
& Sandam Namiis Abchate Betum Pl Fond
b & Capricarn i stmant Fund
# Caprcorn Stable Fund
*» * Sardam Namisia Active Fund
# Capricarn Enharced Cash Fund
 Minaty Gl Mamibis Wigh Incame Fiet
O NMG NAM Moderate Benchmark.
140 £ MMG NAM Mod Comervative Rerchmark
S Do © NMO NAM Conderrathe B hemark

Page 2 of 9


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

Volume 19, No. 07
July 2023

~~
Benchmark L

Retirement Fund Administered byRF Administrators

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

MONTHLY REVIEW OF PORTFOLIO PERFORMANCE TO 31 JULY 2023
By Staff Writer — RFS Fund Administrators (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.

2. Performance of Key Indices (index performance by
courtesy of 1JG/Deutsche Securities)

Graph 2.1 Graph 2.5
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3. Portfolio Performance Analysis
3.1 Cumulative performance
balanced portfolios
Graph 3.1.1

of prudential

Graph 3.1.5
Long-term Performance of Asset Classes vs Average Fund
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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 - Jul 2023
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BRF Rolling 3 Year Returns - Jul 2023
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3.3 3-year rolling performance of prudential

Long-term Performance of BRF Universe
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Graph 3.1.3
Relative Long-term Performance
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portfolios relative to average prudential
balanced portfolio on zero
Graph 3.3.1
BRF Rolling 3 Year Relative Returns - Jul 2023
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Graph 3.3.2

BRF Rolling 3 Year Relative Returns - Jul 2023
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3.4 Monthly performance of prudential balanced

portfolios
Graph 3.4.1
One Year Monthly Performance Style Contrast
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3.5. 6-month rolling and cumulative returns of

special mandate' portfolios
Graph 35.1

BRF Rolling 6 Month Returns - Jul 2023 - Special Mandate

Portfolios
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3.6 Monthly and cumulative performance of
‘Benchmark Default' portfolio relative to
average prudential balanced portfolio

Graph 3.6.1

One Year Monthly Performance Style Contrast
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Graph 3.7.4

Long-term Performance of BRF Universe
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3.7 One-year monthly performance of key indices
(excluding dividends)

Cumulative Index Performance ex 1 Jan 2023 (ex div)
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4. The Benchmark Default Portfolio — Facts in figures

h Table 4.1
Graph3.7.1 Portfolio Default Average
Monthly Index Performance (ex div) portfolio Prud Bal
0% 5-year nominal return - % p.a. 9.2 9.2
0
15% Basic M 5—ye_ar real return —0% p.a. 5.0 5.0
10% A A Equ;t%'exposure - % of
5% portfolio
0% W —2— Fin (quarter end June 2023) 45.7 65.0
5% N X ¥ Y Cumulative return ex Jan 2011 282.7 256.1
:igoﬁj —%— Industrials 5-year gross real return target - 5 6
% p.a.
-20% ————
g %9 § g § g g _5 § ‘§ £ Ta_rget incc;me rgplacement 2 24
SERILBBSR 5 B N ratio pf.a.-A;bof |tr11_come per
year of membership
Required net retirement 13.0 11.6
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45% onthly Index Performance (ex div Techn The above table reflects the actual return of the Default
35% Portfolio versus the target return required to produce an
25% —a— Cons Stv income replacement ratio of 2% of salary per year of fund

15%
5%
50 Lk
-15%
-25% +————— T

—e— Hlth Care

& Telec

—~— Cns Gds

w Z2 O T [ S N
gg 82 2 5 g%g 5 5 £ | —— Industrials
CREBISBIZILRS
NI N® Wy w

Graph 3.7.3
Cumulative Index Performance ex 1 Jan 23 (ex div)
130
120 x (112 a—Fin
e N T
110 - —o—Allsh
110
100 ~ 2 a —a—Basic M
90 | “ 91 i
—x— Industrial
80
o n > o o
W ™ N N B Y w

membership that should secure a comfortable retirement
income. The default portfolio outperformed the average
prudential balanced portfolio by a margin and is still ahead
since January 2011, when the trustees restructured it 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 64%.

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.

Table 4.2
Measure Money Default Average
Market Portf Prud Bal
Worst annual 5.5% 3.2% 2.5%
performance
Best annual 7.5% 13.2% 14.8%
performance
No of negative 1-year n/a 0 0
periods
Average of negative n/a n/a n/a
1-year periods
Average of positive 1- 6.2% 8.0% 8.6%
year periods
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The table above presents one-year performance statistics. It
highlights the performance differences between the three
portfolios over the three years from August 2020 to July
2023. These statistics show the performance volatility of
these three risk profiles.

Graph 4

Rolling 3 Year Returns - Jul 2023
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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 CPIl. The Benchmark
default portfolio's 3-year return to the end of July was
12.0%, the average was 12.5% vs. CPI plus 5%, currently
on 10.4%.

5. Review of Foreign Portfolio Flows and the Rand
Graph 5.1 indicates that the Rand's fair value by our
measure is 11.59 to the U.S. Dollar, while it stood at 17.82
at the end of July. Our measure is based on adjusting the
two currencies by the respective domestic inflation rates.

Graph 5.1
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The Rand strengthened by 5.18% in July with a net foreign
investment outflow from bonds and equities of R 12.4 bn.
Over the past 12 months, the Rand weakened by 7.1% (12
months to June Rand weakened by 14.9%). Net outflows of
foreign capital from equity and fixed interest securities over
the past 12 months amounted to R 270.6 bn (outflow of R
298.8 bn to the end of June 2023).

Graph 5.2 reflects a net outflow of capital from South
African equities on a rolling one-year basis of R 107.0 bn
at the end of July (outflow of R 122.6 bn year-on-year to
the end of June). The month of July experienced a net
outflow of R 8.4 bn. Since 2006, foreign net investment

outflows from equities amounted to R 586.2 bn (end June
net investment outflow of R 577.7 bn). It represents roughly
2.7% 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 S.A. bonds of R 163.7 bn
over the past 12 months to the end of July (outflow of R
176.3 bn over the 12 months to the end of June). The month
of July experienced a net outflow of R 3.9 bn. Since 2006,
foreign net investment outflows from S.A. bonds amounted
to R 234.4 bn (end June net investment outflow of R 230.5
bn).
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 10.5%
per year since January 1987, excluding dividends of 3.2%.
Namibian inflation over these 36 years was 7.6% per year.
It is equivalent to growth in real terms of 2.7% p.a. over this
period, excluding dividends, or around 5.9% 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 36 years since January 1987,
the S&P500 Index grew by 7.9% per annum. U.S. inflation
over this period was 2.8%. It represents growth in real terms
of 5.0% p.a. over 36 years, excluding dividends, or around
7.1% (including dividends).

Graph 5.5
Nominal vs CPI Adj S&P 500 Index (ex div)
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Graph 5.6 provides an interesting overview of some of the
major global share indices, showing the Financial Times
Stock Exchange (FTSE) as the top-performing index since
the start of 2022.

Graph 5.6
Cumulative Bourses Performance ex 1 Jan 2023 (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 better
value and poorer value based on fundamentals. Annualised
returns for these indices since the beginning of 2006 were:
Consumer Services: 17.5%; Consumer Goods: 11.9%;
Basic Materials: 5.5%; Financials: 4.9% and Industrials:
3.9%.
Graph 5.7

Key Index Movements ex 1 Jan 2006 (ex div)

o ConsS

Cons G

Basic

Mat
—— Fin

Ind

6. How will the de-dollarisation impact global
financial markets?

By Tilman Friedrich

De-dollarisation is the process of reducing reliance on the
U.S. dollar in global transactions and financial systems. It
has been a topic of significant debate among experts and
economists.

The ongoing trend of de-dollarisation has garnered
attention from both developed and emerging economies.
While the pace and extent of de-dollarisation can vary
across countries, its potential impact on global financial
markets is undeniable.

Firstly, de-dollarisation could lead to increased currency
and interest rate volatility. As countries diversify their
foreign exchange reserves away from the dollar, the
demand for other major currencies, such as the euro, yen,
and yuan, may rise. This could result in fluctuations in
exchange rates, affecting international trade and
investment. Countries will use the local interest rate to
cushion currency volatility. Companies engaged in cross-
border transactions would need to manage increased
currency risk, potentially impacting their profitability.

Secondly, the shift away from the dollar could alter the
dynamics of sovereign debt markets. Historically, many
countries have issued bonds denominated in U.S. dollars to
tap into the deep and liquid dollar-denominated markets. A
move towards issuing bonds in local currencies or
alternative currencies could reshape the global bond
landscape. Investors may face challenges in assessing the
creditworthiness of sovereigns issuing debt in non-dollar
currencies, leading to increased credit risk considerations.

Furthermore, de-dollarisation could influence the role of the
U.S. dollar as the world's primary reserve currency. A
reduced demand for dollars in global transactions may lead
to a decline in the dollar's value and potentially affect its
status as a safe-haven asset. Central banks and financial
institutions would need to adjust their reserve allocation
strategies, which could trigger adjustments in asset prices
and capital flows and exchange rates.

In terms of financial markets, de-dollarisation may drive
changes in investment patterns. Emerging markets, in
particular, might become more attractive as they reduce
their reliance on the dollar, potentially leading to increased
investment inflows into these markets. Conversely, the U.S.
might experience reduced foreign capital inflows, which
could impact domestic asset prices and interest rates. The
old saying “when the US sneezes, the world catches a cold”
will become ever less relevant. Usually, the flight to the US
dollar in times of heightened political tension would have
hit emerging markets through the decline in their currencies
and an increase in the cost of their imports. In the future,
investors will not instinctively see the US as the only safe
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haven anymore but rather spread their risks across different
currencies.

The BRICS countries and a host of other countries are
mulling de-dollarisation after noticing how the US
weaponised the dollar against countries that resisted its
political and economic agenda and are starting to repatriate
their gold reserves from the US and the UK. The US will
not be able to reverse the de-dollarisation through coercion
and economic favours. While many countries will unlikely
reject such approaches by the US out-of-hand, the US’ only
means to stop the process is to apply force.

Overall, de-dollarisation is a complex phenomenon with
multifaceted consequences. While it reflects a desire for
greater autonomy and reduced exposure to U.S. monetary
policy, its effects on global financial markets are
interconnected and require careful consideration. The pace
of de-dollarisation and the effectiveness of alternative
currency systems will shape the ultimate impact on the
stability and functioning of the global financial landscape.
For sure, the world is no longer what it was. Investors face
increased risks and higher volatility.

Conclusion

We will likely experience an evolution to a new bipolar
world dominated by the US and China, each with its
financial system and hegemonical territory. The two
financial systems would likely be linked over time to
promote trade and financial flows, but it will not be ‘smooth
sailing’. It would be prudent to give things another two
months or so until one has greater confidence that the dust
is settling and the direction the world will move into. After
that, the investor should review his investment strategy. Are
we heading for a global confrontation with severe
consequences - or a pro-growth scenario with a rough ride
to an exceptionally rosy outlook for the investor?

With an expectation of a new bipolar world and a global
decoupling, international diversification with a focus on
equities would be appropriate. Such diversification should
consider the expected re-orientation between the two global
poles, with Western countries shifting manufacturing,
production, and development of goods and services away
from China. Where China used to be the global factory for
the world, decoupling will result in Western countries'
onshoring or ‘friendshoring’ economic activity, creating
investment opportunities in the West and other ‘non-
aligned’ countries. The shifting of manufacturing away
from China will go along with an increasing demand for
clean energy and expertise in the West. We have already
seen a large increase in foreigners’ interest in Namibia for
its potential in green hydrogen and rare earths.

China would have to replace Western imports with local
equivalents and rely more on its vast local market than on
exporting. It will have industries getting out of favour and
others into vogue because of the global economic shifts,
creating investment opportunities. Still, there will also be
those that will decline. Western companies with a business

base in China would likely suffer due to the decoupling, and
one should exercise caution. Effectively, much
infrastructure will become redundant, particularly in China,
and will have to be replaced with new infrastructure in the
West and China. It will allow employing more green
technology. The result will be similar to a war, after which
the demand for basic materials will increase as economies
will be restructured and rebuilt, and it should lead to
employment creation.

The expected increase in employment and commodity
prices would accelerate inflation and interest rates.
Commaodity-producing countries should be cushioned from
those effects and should experience strengthening
currencies. Global diversification of investment should take
this into account.

Important notice and disclaimer

RFS prepared this document in good faith based on information
available at the date of publication without any independent
verification. The Benchmark Retirement Fund and RFS Fund
Administrators (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
RFS Fund Administrators (Pty) Ltd accepts no liability whatsoever
for any direct or consequential loss, damage, cost, or expense
incurred or arising because 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 are reserved. Namibian Law shall govern these
disclaimers and exclusions. If any of their provisions are unlawful,
void, or unenforceable, one must remove them. Such removal shall
not affect the validity and enforceability of the remaining
provisions.
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