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Global Market Developments
The 3rd quarter of 2021 provided markets with much food for thought, as US inflation concerns, some significant policy shifts in
China and rising energy prices created an uncertain outlook. Although equity markets took somewhat of a breather in the quarter
- with both the S&P 500 and the MSCI World Index both essentially flat for the quarter, there is still significant risk appetite in
markets, as global bond yields remain subdued by historical standards. This narrative is the primary market driver - that of TINA
– There Is No Alternative. Although the US Fed has communicated that a tapering of the QE programme will begin – most likely
before the end of 2021, actual interest rate hikes are still some way off.
There are some early signs of an economic slowdown in China, and this was also compounded by a shift to what was termed a
“shared prosperity” drive, rather than an unfettered capitalist approach. In September a default event by Evergrande, the
largest property developer in China gave rise to global worries about a Lehman-style crisis, which could have the potential of
developing into another global financial crisis. It does appear though that the fallout will be relatively confined from a financial
systemic perspective. However, if it impacts in some way to consumer behaviour in China, a consumption and investment
slowdown there will certainly have wider impacts - in particular on commodity producers.

A debate still rages around the inflation trajectory, and whilst most observers see it as being transitory, there are concerns that
the global supply-chain issues are going to be compounded by rising oil prices, with spot oil prices continuing to rise. Oil prices
are up roughly 55% year-to-date, and are certainly cause for concern, as they may also prove to be a brake on the global
economic recovery. Indeed, US bond yields also rose in tandem with the rise in energy prices, with the 10-year bond yield after testing a low of below 1.2% in July - rising to end the quarter at around 1.6%.

Local Market developments
What is surprising about the local markets in the 3rd quarter was the absence of a significant downside move in bond, equity and
FX space after a major lapse in law and order during the July riots. Markets appear to be taking the lead from global developments
rather than local, although it may be argued that asset prices already reflect a rather gloomy SA outlook. The JSE All Share Index
reflected international indices and was down 0.8% for the quarter. The SA bond market also reflected global moves, with 10-year
yields rising from around 9.6% to 9.9% by quarter-end. This, coupled with the steepness of the yield curve, continues to provide
income investors with access to very high real yields. Inflation remains fairly well contained, and with the economy still in the
doldrums (albeit recovering from the extreme lows of 2020) the outlook remains favourable from an interest rate perspective, with
the SARB holding rates steady at the MPC meeting.

We continue to believe that the market remains too pessimistic about the possibility of rate hikes, and this provides us with ample
opportunity to add positions within our funds.

Fund Strategy and Performance
At the beginning of 2021 we indicated that we believe active duration management will be the key performance driver for the
year, and certainly this belief has been vindicated. Due to the low point of the short end of the curve persisting, floating rate
securities linked to the 3-month JIBAR rate (around 3.7%) have been underperforming relative to longer dated fixed rate
securities. Investors have therefore been engaging in a chase for yield in this space, causing credit spreads to narrow over the
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year. We believe this is overdone and have a preference for investment in the 10-15-year range of bonds, which average
around 9.7% through the year.
As global inflation concerns rose, we reduced duration again towards quarter end, but with bond yields having now risen further
we have already started to deploy some cash assets into the 10-year space. Although SA bonds will remain vulnerable to riskoff events, there is sufficient “fat” built into valuations such that the upside in yields is likely to be reasonably muted.
In terms of investment performance, the fund continues to deliver, returning 11.3% over 12-months and consistently remaining
in the top quartile on a peer group basis. The fund will continue to benefit from the accommodative monetary policy stance from
the SARB coupled with the steepness of the SA yield curve. We expect active duration management to remain key to fund
performance, and we note that in the last quarter of 2021, a number of significant risk events lie ahead. The Medium-Term
Budget Policy Statement will likely be bond market positive due to Revenue overruns, whilst on the downside, the local elections
may prove to be unsettling against the backdrop of a struggling economy. We therefore expect to lock in gains where possible in
order to reduce volatility over this period.
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Sasfin Wealth comprising: Sasfin Securities (Pty) Ltd, reg. no. 1996/005886/07, a member of the JSE Ltd; Sasfin Asset Managers (Pty) Ltd, reg. no.
2002/03307/07, an authorised financial services provider (FSP) no. 21664; and Sasfin Financial Advisory Services (Pty) Ltd, reg. no. 1997/010819/07, FSP No.
5711, Sasfin Wealth Investment Platform (Pty) Limited, reg. no. 2014/083496/07, FSP No. 45334, Sasfin Fiduciary Services (Pty) Limited, reg. no.
2020/183845/07, and their employees and agents.
The information and opinions in this publication are of a general nature and do not constitute advice or represent the views of Sasfin Wealth. Sasfin Wealth
takes all care to provide current and accurate information as at the date of publication but accepts no liability for errors, omissions or subsequent changes.
Any references to historical data, assumptions, targets, benchmarks, or examples are as indicators or illustrations only and are not fixed or guaranteed. Past
investment performance is not necessarily indicative of future performance. Clients should not assume any performance or guarantees will apply unless
such has been explicitly confirmed in writing. Clients should consult with their advisors and independently assess and confirm all material information before
taking any action. Clients remain responsible for the investment, product and institutional risks of their decisions. Referenced investment portfolios or
products may be contained within financial products or contracts issued by third party life offices, pension funds, collective investment schemes or other
product providers and may be administered / managed by such providers or other third parties. Refer to applicable application forms for further detail. Note
that not all products or features may be available at all times or from all Sasfin Wealth represented product providers. The contents of this publication are
proprietary and may not be distributed or used without permission. The performance is calculated for the portfolio, as well as that the individual investor
performance may differ as a result of initial fees, the actual investment date, the date of reinvestment and dividend withholding tax. Collective Investment
Schemes in securities are generally medium to long term investments. The value of participatory interests may go up or down and past performance is not
necessarily an indication of future performance. The Manager does not guarantee the capital or the return of a portfolio. Collective Investments are traded
at ruling prices and can engage in borrowing and scrip lending. A schedule of fees, charges and maximum commissions is available on request. BCI reserves
the right to close the portfolio to new investors and reopen certain portfolios from time to time in order to manage them more efficiently. Performance
figures quoted the portfolios are from Morningstar, as at the date of this document for a lump sum investment, using NAV-NAV with income reinvested and
do not take any upfront manager’s charge into account. Income distributions are declared on the ex-dividend date. Actual investment performance will
differ based on the initial fees charge applicable, the actual investment date, the date of reinvestment and dividend withholding tax. Income funds derive
their income from interest-bearing instruments in accordance with Section 100(2) of the Act.

