INDEXATION IN A VOLATILE

STRATEGIES FOR PROTECTIN!
& GROWING WEALTH

Bernisha Lakhoo Lala

INVESTMENT GROUP




O1

02

03

04

05

ENDA

Bust myths around active management
outperformance in downturns

Evaluate whether traditional portfolios
still work

Macroeconomic & geopolitical concerns

Why Indexation Balanced strategies remain
resilient in volatile markets

Conclusion




MYTH: "ACTIVE MANAGERS DO BETTER IN

MARKET CRISES”




THE CASE FOR INDEXATION
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Y ACTIVE MANAGER SUCCESS RATES OVER COVID CRASH
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R CONSISTENTLY DELIVERING TOP-QUARTILE RETURNS IS

NEARLY IMPOSSIBLE

U.S Active Equity Funds

How many of them remained in the top quairtile as of ...

ALL DOMESTIC FUNDS 2019

In 2019, the manager’s

performance put them in the.... Top Quartile 56.7% 2.8% 0.0% 0.0%

Over the subsequent 3 years, the manager became...

2nd 3d 4th Merged / Style

1t Quartile 0.4% 5.9% 22.8% 50.3% 41% 16.5%
manager's performance
put themin... 3d Quartile 21.8% 18.9% 21.4% 6.1% 6.9% 24.9%
4th Quartile 32.4% 18.5% 9.2% 4.3% 15.3% 20.4%

6 Source: S&P Dow Jones Indices, S&P U.S. Persistence Scorecard | Data as of Dec 31, 2023 | Note: Please refer to the regulatory disclosures regarding performance



“IT'S BEEN A TOUGH YEAR FOR ACTIVE MANAGEMENT”

US. Canada Mexico Brazil Chile FEurope MENA S.Africa Japan Australia

US. Canada Mexico Brazil Chile Europe MENA S.Africa Japan Australia _>‘_ South Africa
S— -

Percentage of South African Equity funds that
underperformed the S&P South Africa DSW Capped

£ United States Index

Percentage of All Large-Cap funds that
underperformed the S&P 500®

54.31% of funds underperformed the

f funds und: i d thi
57.05%  °'fundsunderperiormed the S&P South Africa DSW Capped

S&P 500®
Index

42 95% of funds outperformed the
S&P 500®

45.69% of funds outperformed the
S&P South Africa DSW Capped

Index

1 YEAR

1YEAR

7 Source: S&P Global SPIVA® Scorecard | 1 Year | Mid-Year 2024 update as of 30 June 2024



...OR HAS IT BEEN A TOUGH TEN<¢

US. Canada Mexico Brazil Chile Europe MENA S.Africa Japan Australia

c

S. Canada Mexico Brazil Chile Europe MENA S.Africa Japan Australia %= South Africa
-

Percentage of South African Equity funds that
underperformed the S&P South Africa DSW Capped

£ United States Index

Percentage of All Large-Cap funds that
underperformed the S&P 500®

84.71% of funds underperformed the 67. 90% of funds underperformed the
S&P 500© S&P South Africa DSW Capped
Index

15_29% of funds outperformed the
S&P 500©

3210% of funds nutpelrfcrmedthe
S&P South Africa DSW Capped
Index

10 YEARS

10 YEARS

8 Source: S&P Global SPIVA® Scorecard | 10 Year | Mid-Year 2024 update as of 30 June 2024



MACROECONOMIC &

GEOPOLITICAL CONCERNS




£ MARKET LANDSCAPE — HIGH INFLATION & VOLATILITY

World Inflation, consumer prices (annual %)
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DO TRADITIONAL PORTFOLIOS

STILL WORK?




£ THE 60/40 PORTFOLIO - IS IT DEAD?

SA Nominal
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RETURN (ANNUALISED)
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RISK AND RETURN SPECTRUM

Over the period January 1988 — May 2024
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S ACCESS AND DIVERSIFICATION BENEFITS

RETURN (ANNUALISED)
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Over the period January 1988 - May 2024
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WHY INDEXATION BALANCED STRATEGIES

REMAIN RESILIENT IN VOLATILE MARKETS?




ASSET ALLOCATION

Variation in returns explained by:
« 75% general market movement
« 12.5% specific asset allocation

« 12.5% active management.

- Ibbotson (2010)

You should have a strategic asset allocation mix that assumes that you

don’t know what the future is going to hold.

- Ray Dalio




£ LEVELS OF DIVERSIFICATION

Diversification is the only free lunch in

investing
- Harry Markowitz A

Allocation

diversity between
riskless and risky

Asset

; diversity among asset
Allocation Y J

classes and markets

diversity among
investments in
each asset class

Security

Selection (Index)




£ ROBUST SYSTEMATIC STRATEGIC ASSET ALLOCATION

OPTIMISATION

ASSET RETURNS FRAMEWORK

PERIODIC 5 3 PORTFOLIO

REVIEW OBJECTIVES

ANALYSE RESULTS




STAY INVESTED

THE COST OF
Tlmlng the Market Far more money has been lost by investors

frying to anticipate corrections, than lost in

the corrections themselves
Value of $10,000 Invested in the S&P 500 Jan 2003-Dec 2022 - Peter Lynch

Seven of the In 2020, the second-best
10 best days day happened immediately
took place in after the second-worst day. Missed
bear markets.
l Growth
Investment returns
are 93% lower if the
60 best days in the
market are missed.
$11,701 1
$8,048 CCE T
5 $4,205
Invested All Days Missing the Missing the Missing the Missing the Missing the Missing the
10 Best Days 20 Best Days 30 Best Days 40 Best Days 50 Best Days 60 Best Days

19

Source: https://www.visualcapitalist.com/chart-timing-the-market/



@ PASSIVE CAPTURES MARKET RETURNS WITHOUT TRYING TO TIME

MOVEMENTS

Risks: purchasing power, capital loss

Average 3-year nominal returns in ZAR
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20 Source: Old Mutual Investment Group, data from Feb 1971 to Mar 2024



£ INDEXATION INVESTMENTS OFFER

Rules-based & |
Accessible

Consistency

Transparency

21



INDEX SELECTION

The investable equity index universe
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® Mid

e Small
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Market cap

Factor (risk premia, ESG)

Diversification

22 Source: UBS Asset Management



£ FEE IMPACT...ALPHA HEADSTART

SA MA High Equity Fee Distribution
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° —0.5% Fee 1% Fee p=——1.5% Fee 2% Fee
R 2,500,000
3.0% R 2,454,447
R 2,250,000
2.5%
R 2,000,000 R 2,009,196
2.
0% R 1,817,730
R 1,750,000
1.5%
R 1,500,000
1.0%
° R 1,250,000
Source: Old Mutual Investment Group
0'5% “‘ R ],OO0,000 T T T T T T T T T T T T T T T T T T T T
” C-A®MITDLONDOO-NDIWONR QG
0.0% ||||||||| Year
23 Source: Morningstar, Old Mutual Investment Group | Note: Please refer to the regulatory disclosures regarding performance




CONSISTENT OUTCOMES

Rolling 5-year annualised ZAR return statistics
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24 source: Old Mutual Investment Group | Using index data from Jan 1988 to December 2024



CONSISTENT CONSTRUCT TO MANAGE VOLATILITY

35% 1
seseee Max
30% A
=== Average i
25% 7] seesss Min .: '-.
20% 1 —— Average Index
15% 1 ]
10% 1
5% A
0%
_5% _..”..' %o -.. ..'
-10% A Ve,
-15% -
0O 0O G0 00 W O O N N N N O O O O O O —m —m — — — — N N N N N N O O O O O MO X ¥ T T <
T 3323:232232259589993339994999990988933934
003 052063000l 030p0038803¢0p0cl28530p00220=300052083¢0
D wZz o223 wZz o233 wZzoZ2s wZz o223 wZz o223 wZz o223 %)
25 Source: Old Mutual Investment Group, Morningstar | Morningstar net of fee returns | Note: Please refer to regulatory disclosures regarding performance



CONCLUSION




@ CONCLUSION & KEY TAKEAWAYS

Market timing is difficult - indexing removes emotional decisions.
Diversification is key in a volatile world.
Active funds do not necessarily outperform in crises.
Lower costs translate to better long-term returns.

Stay invested to achieve financial goals.

\ |/

N\ 7
Stick to a disciplined investment ~ = Consider index solutions for reliable
approach. — - long-term wealth growth.
7 N




THANK YOU

If it's valuable, it's in Your Vault.

Stay ahead of the curve with Your Vault, your go-to platform for
at-your-fingertips information, insights and thought leadership.

SCAN THE QR CODE
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28 Old Mutual Investment Group (Pty) Ltd is a licensed FSP
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REGULATORY INFORMATION

Old Mutual Investment Group (Pty) Lid

Physical Address:
Mutualpark, Jan Smuts Drive, Pinelands, 7405

Telephone number:
+27 21 509 5022

Old Mutual Investment Group (Pty) Ltd (Reg No 1993/003023/07) (FSP 604)
and Old Mutual Customised Solutions (Pty) Ltd (Reg No 2000/028675/07)
(FSP721), jointly referred to as the Investment Manager, are licensed financial
services providers, approved by the Financial Sector Conduct Authority
(www.fsca.co.za) to provide advisory and/or intermediary services in terms
of the Financial Advisory and Intermediary Services Act 37, 2002. The above
entities are wholly owned subsidiaries of Old Mutual Investments (Pty) Ltd.

Market fluctuations, changes in rates of exchange, or taxation may affect
the value, price or income of underlying securities. The value of investments
is dependent on the value of the underlying securities. Past performance is
not necessarily a guide to future investment performance. Securities in
certain markets and unlisted securities may have increased liquidity risks and
may not be readily marketable. This may result in difficulty in obtaining
reliable information about its value and/or exiting the security. Investors’
rights and obligations are set out in the relevant agreements.  Where
investments comprise pooled, life wrapped products, the policies are issued,
and underlying assets owned, by Old Mutual Life Assurance Company
(South Africa) Ltd, who may elect to exercise any votes on these underlying
assets independently of the Investment Manager. In respect of these
products, no fees or charges will be deducted if the policy is terminated
within the first 30 days.

Disclosures:

Personal trading by staff is restricted to ensure that there is no conflict of
interest. Employees are remunerated with salaries and standard incentives.
Unless disclosed to the client, no commission or incentives are paid by the
Investment Manager to any persons other than its representatives. All infra-
group transactions are done on an arm’s length basis.  Investment
administration of our local funds is outsourced to Curo Fund Services (Pty)
Ltd, 50% of which is owned by Old Mutual Investments (Pty) Ltd. The
Investment Manager has comprehensive crime and professional indemnity
insurance.

Disclaimer:

The contents of this document and, to the extent applicable, the comments
by presenters do not constitute advice as defined in FAIS. Although due care
has been taken in compiling this document, the Investment Manager does
not warrant the accuracy of the information contained herein and therefore
does not accept any liability in respect of any loss you may suffer as a result
of your reliance thereon. The processes, policies and business practices
described may change from time to time and the Investment Manager
specifically excludes any obligation to communicate such changes to the
recipient of this document. This document is not an advertisement, and it is
not infended for general public distribution. The information herein does not
constitute an offer to sell or a solicitation of an offer to buy any securities.

For more detail, as well as for information on how to contact us and on how
to access information, please visit www.oldmutualinvest.com/institutional.

This email/document (and any attachments hereto) may include Personal
Information, as defined in the Protection of Personal Information (POPI)Act 4
of 2013. It is infended for our client and/or the enclosed recipients only, in
order to fulfil our reporting obligations in terms of contractual arrangements
with our client. Should you not be the intended recipient, please do not
share this information and advise us immediately.

For further information about our privacy notice please click the link:
www.oldmutualinvest.com/institutional/about-us/legal/privacy-notice
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http://www.oldmutualinvest.com/institutional
https://www.oldmutualinvest.com/institutional/about-us/legal/privacy-notice
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