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2009

Central banks and governments threw money at the credit crisis

O«

Governments increased spending,
cut taxes and provided subsidies
for the purchase of houses, cars
and household appliances

O«

Central banks bought government
bonds

With unemployment so high, rates are certain to stay low for longer
Source: Slate; Plexus Asset Management G} l nve S teC
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2010

Taxpayers are a generally little rattled...
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http://www.investmentpostcards.com/wp-content/uploads/2010/02/budget.jpg

America In miniature

New General Motors
(after July 10, 2009)

Old General Motors
(before July 10, 2009)

5,900 US Dealerships 3,600
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The US market has recovered astonishingly quickly

dshort.com

1" 1"
Real The "Real" Road to Recovery? 1/19/2010
ea
Inflation adjusted Dow Crash of 1929 —S&P 500 0il Crisis Recovery
S8 P 500 Tech Crash Recovery —S& P 500 Current Financial Crisis
100% -
Start 1year 2 years
50%
25%
0%
Aligned
lows
-25%
-50% 4
-73%
This "real” variant of our Road to Recovery is adjusted for inflation using
the value of the dollar at the time of the aligned lows.
-100% - T
Market Days 0 50 100 150 200 250 300 350 400 450 500 550 600 650

Source: Macquarie Research; Quarterly Strategy, 27 January 2010
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Despite this, it has not been a good decade for equities

Chart of the Day - www.chartoftheday.com

Dow Performance by Decade (1900-2009)
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Source: www.chartoftheday.com
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At least house prices have started to recover!

D
Sources: Steve Breen, August 4, 2009. Investec Asset Management, January 2010 l nve S te C
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http://www.investmentpostcards.com/wp-content/uploads/2009/08/humor-steve-breen-04-aug-2009.jpg
http://townhall.com/cartoons/cartoonist/SteveBreen

US banks are still in distress

Source: FDIC (to 31 March2010)
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Hence, they are in no mood to lend, while consumers are unable /

unwilling to borrow

Commercial bank loans and leases (three month percent change, annualized)
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Source: Federal Reserve Bank, BofA Mernil Lynch Global Research
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2007

2008

2009

2010

— 2006 - Current

Ann% — -~~~ Average Recovery Profile®  _ ann%
Chg ) Chg
12 DA, <12
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4 o4
0 0
- Commercial Bank = 4

Total Loans
8 - -8

* Includes 1970's, 1980's and 2001 recessions.
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Emerging markets have outperformed!
12-months to end March 2010 (in Rand)
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Was rand strength a cause of the rally T or an effect?
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Jan 2010 Feb 2010 '\ggrlcoh
Rand against US$* -28.50% 28.72% -2.85% -0.97% 5.51% 1.51%
Rand against £* -0.60% 15.67% -2.52% 3.80% 6.15% 7.41%
Rand against Euro* -24.30% 25.41% -0.61% 0.71% 6.63% 6.74%

* Minus = depreciation; Plus = appreciation
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| ocal returns have normalised over the short term
12-months to end March 2010
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FTSE/JSE All Share: 44.09%
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Consumer-related indices rose between 64% and 71% over 12 months i tech rose 86%
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But the medium-term has been very tough
3-years to end March 2010
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Patience is STILL rewarded!
5-years to end March 2010
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250 - FTSE/JSE All Share: 147.94%
D
A
200 +
150 - , SA Cash: 53.38%
/ S~ SAAIl Bond Index: 47.80%
<> /(
// _— .
100 '_’_’
50 T T T T T T T T T T T
Lo 19} o Lo (o] (o] © (e} N~ N~ N~ N~ [0} [ce] [ee] [ee] (o)) (2] (2] (o] o
@ @ Q@ Q@ Q@ Q@ @ Q@ 9o @ o Q o Q@ 9 9 9 <@ <Q 9 d
E c o (8} E c o (8} E c o (8} E c o (8] E [ o o B
= 3 3 4 = 3 & 8 = 323 & 4 = 323 & 4 = 3 & & =
——FTSE/JSE All Share ——SA AllBond Index —SA Cash — SA Listed Property
&
Investec
Page 15 Source: I-Net Bridge

Asset Management



Bad decades for equities lead to good decades

At the end of 2009, 10-year US returns are negative for only the second time in
history

Following the 13 prior periods” in which 10 year returns turned negative,
stocks returned on average real returns of over 10% per annum over
the next decade

Worldwide, we have seen an astonishing relief rally,
supported by a consumer bounce-back T but recovery
remains fragile.

Sub-prime was a crisis i but crises are part of the system;
the fundamentals are no different to what they were pre-crises!

AY
Source: Dudack, Legg Mason 67
“Sinee 1671 Investec
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But bear in mind - equity returns are modest in year 2 of
recovery

1973-74 21%
1861-62 17%

1846-49 12%

1969-70 11%

1937-38 11%

1956-57 10%
Average 9%

2000-02 8%

1990-91 6%

1980-82 2%

1929-32 -4%

-5% 0% 5% 10% 15% 20% 25%

Source: BofA Memril Lynch US Bquity Strategy
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what you
do next
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N, !

what you yry RS
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The South African economy appears to have bounced back

20%

Manufacturing 2.7% up year-on-
year, well below the 4.9% expected

GDP Components QoQ
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Recoveries are underway in export sectors of mining and manufacturing 1 although
a short-term setback in manufacturing reveals that recovery is fragile

154
Source: IAM, Deutsche Bank l nve S teC
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SA prime interest rate
Seven cuts since December 2008, totalling 550bps
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Interest rate-sensitive stocks have recovered strongly
AY
Source: I-Net Bridge l nve Stec
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But in the global search for yield, we still look attractive

Nominal 10yr bond yield (%)
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Foreign buying has pushed valuations up in mid-caps

INDEX FWD PE
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Investors appear to believe that mega-caps may lead the next leg

154
Source: IAM l ﬂVe S teC
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So remember that sharp bull runs usually end in tears!
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SA equities are not very cheap relative to history...
20-years to end March 2010 (17.7x)
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...looking forward, however, we are attractive relative to other emerging markets!

Source: I-Net Bridge. BOAML $ l nvestec
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Desultory returns likely from market as a whole

Subsequent retumns (% p.a.)
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Stock-picking will be vital to unlock returns
&
Source: Macquarie Research; Quarterly Strategy, 27 January 2010 l l’]Ve S teC
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Domestic equities have been strong, but some stocks are more
vulnerable than others

190

T |

+27.5%
+27.3%
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Famous Five: Anglos, Billiton, Richemont, SAB and Naspers
Rest of market

Source: I-Net Bridge
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SA Equities: Earnings Growth
Since 1960 to end March 2010 - rolling 12-month %-change (-22.58%)
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Market will be looking for sharp recovery in earnings growth to support

the current prices reflected in the market [0} Investar
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But supply remains a concerne

Revenue & Expenditure
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The budget has laid to rest the worst fears

Issuance
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Revenue collection seems better than expected! $ Investec
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We hold a nhon-consensus view on

Inflation

CPI - 1AM versus REUTERS
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Source: Investec Asset Management
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% change year-over-year. Source: Statistics South Africa and BofA Merrill
Lynch Global Research.

The market is swinging our way
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Which keeps the door to further rate cuts open
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At worst, rates stay lower for longer

Source: Investec Asset Management
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Coupon flows should also show some support
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Trying to time the mar ket 1 s

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
SA Real SA Real SA Real SA Real SA Real
€3 | sa Equity = = ©3 | sA Equity | SA Equity €2 | sa Bonds | sA Equity
Estate Estate Estate Estate Estate
27.55% 32.61% 21.28 . 47.25% 41.23% 22.68% 17.0 .
- — 4 Oppol Opportunity AR ‘; - - Opportunity
oreign . . ea oreign .
SA Bonds 'g SA BomI Fund: Fund: 35.5% 'g SA Equity | SAC Fund: 20.9%
Equity Estate Equity
Opportunity 99% 15.96% 18.07% 25.44% 40.59% 33.44% 19.19% 11.70% 20.42%
. SA Real
Fund: 13% nced SA CPI SA Equity | Balanced | Balanced | Balanced | Balanced SA CPI ia
tate
Opportumnite Opportunity
. ) i
10.61% 30,70 n- 2.41% 16.08% 18. 1 Fund: 2 Opportd  Fund: -5.3% .69%
Opportunity Opportuni Fund: 14:5%
. 0 . .
SAC Fund: 20.4% A Cash | Balanced | SAB{ Fund: 2.9.]:A) Eetate Linced | SA Cash
6.99% 17.92¢ Opportun ity 2.91% 15.25% 23.10% 16.24% 9.40% -9.51% 9.13%
Foreign Fund: 8.2% SA Real
. SA Ca Balanced | SA Cash SA Cash | SA Bonds | SA Cash SA CPI SA CPI
Equity Estate
6.72% 10.23% -6.93% 12.29% 7.98% 10.77% 7.35% 8.98% -9.71% 6.40%
SA Real Forei Forei Forei Forei
Balanced €3 1 saequity | °'8" | sacpl | sacash | sacei orelgn | Foreign | roreign
Estate Equity Equity Equity Equity
5.66% 7.90% -8.31% 3.34% 3.39% 7.12% 5.79% 5.57% -19.73% 3.52%
Forei Forei
SA Equity | SACPI OrIEN 1 ga cp OT®1BN 1 saAcpl | SABonds | SA Bonds | SA Equity | SA Bonds
Equity Equity
0.35% 4.59% -42.66% 0.33% -3.02% 3.60% 5.45% 4.25% -23.23% -1.03%
Footnote

yww.sim.sanlam.co.za
IM RETAIL

All returns are rand denominated

Balanced : 65% J203T, 10% ALBI, 10% 5TeFl, 7.5% MSCI Equities & 7.5% JP Morgan Global Bonds
Property: 1255T
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http://www.gnto.gr/

Prospects
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EM global capitalization share already up 400% In 7 years

2009: 20%

Emerging Markets® Share of World
Stock Market Capitalization

12%

10%:

8%

6 %%

4%

2%

EM Market Cap As % of World Market Cap

0%%a T T T r
2002 2003 2004 2005 2006 2007
Emengmng marksis countres are those included in MSC1 EM Index. Waorld Steck Marke! Cap repressnted

by MSCI AC World Index. Source: FactSet, FMECo (MARE) as of 4/30008. See fooinotss for index mformation.

EMs i with 75%+ of global growth 7 have
less than 20% weighting in global indices
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2010: Chi nados GDP overtakes J
I Chinese takeover
} 2020
& 1. By generating 75% of global GDP growth,

50
&7

Japan

1985 1990 1995 2000 2005 2010
Source: Economist Intelligence Unit cas

Japands relative decline
its annual borrowings exceed its tax revenues
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Asi ads didactoeano f

consumption closes in with its share of
population

Asi abds giant p oipnatlustt

China and India but Indonesia, Vietham,

Bangladesh and the Philippines i will
hawakey

surprising:
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Commodity countries will benefit over a long period!

A The Big Boys: Brazil, Russia,
South Africa, Indonesia

A The Developed Quartet:
Australia, Canada, Norway,
New Zealand

A The Sultans of Oil: OPEC, the
®Gtansd o f Centr al

A The Mining & Agricultural
Chiefs: Africa

A The Metal & Coal Barons: The sx-1%

I%- 6%

Andes B 0%- 3%

B lessthan 0%
nio data

Source: IMF, World Economic Outlook 2009

However, base metal prices have run well ahead of where they should be, given inventories
AY
@ Investec
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The world I1s changing shape

Page 40

11
Percentage increase in EWenUn Africa, to $27.3 billion
o ity 3 LN
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Percentage increase jn Brazilian, Russian, and,Indian investment in Africa, to
$2.35 billion TR e |
25 '
Percentage decrease in America Africa, to $3.3 billion
323

Percentage increase in Chinese inVe

N\
Source: Newsweek, Overseas Development Institute 67 l nves t eC
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World companies are realising that supra-national is the way

forward

COMMENT
Editorial

FT Home > Comment > Editorial

A recipe for cheese and chocolate
Published: January 19 2010 1350 | Last updated: January 19 2010 1950

A great comfort food need not be a strategic asset. Perhaps Belgium and
Switzerland could argue that a confectionery group deserved national champion
status, but this line — rightly — does not prevail in the UK. Yet such is the visceral
allure of chocolate that the agreement of Cadbury's board to an £11.6bn
($18.9bn) takeover offer from US food group Kraft has prompted renewed
unease about the UK's openness to overseas bidders. Despite such qualms,
it is greatly to the UK's benefit that its takeover rules focus resolutely on value.

Investors have yet to approve the deal, but Cadbury shareholders will note that the

total price of 850p a share in cash-and-shares is an increase of more than 10 per
cent on the value of Kraft's original approach. Kraft is paying handsomely, but
not too handsomely, to gain a business with strong growth prospects in India

and Brazil, among other benefits,

It is why
@ Kraft ate

Caldubylsr
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Cadbary

It is why
I Heineken
drank
FEMSA

LEX
Consumer & Retail

FT Home « Lex « Consumer & Retail

Heineken / Femsa
Published: Jaruary 11 2010 09:34 | Last updated. January 11 2010 18:29

Emerging markets are where the growth is in beer, and emarging market brewars
rarely come up for sale. Plenty of scope, then, for frothy hidding wars. But not
with Femsa of Mexico's beer business Surpnsingly, frontrunner SABMiller praved
less interested in some parts of the aroup, and allowed Heineken to take the
prize Yet the Dutch brewer has not overpaid The €5 3bn enterprise value is 11 2
times earnings before interest, tax, depreciation and amortisation — full, but in line
with comparable beer deals. Retumns will take six years to cover the cost of
capital, but that, too, is not unusual for similar deals.
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But short-term Chinese growth dependent on capital spending

Contribution of GFCF to GDP Growth
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T

Source: National Bureau of Stafistics, Pivor
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And there Is another catch....
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Li Daokui (PBoC's MPC member) warned that China may raise interest rates in 2Q10 if inflation exceeds 3% (8 April 2010)

N\
Source: Haver 67 lnveSteC

Page 43 Asset Management



Chi na: Wh at t he medi a donot t

AChina keeps growi i
octopus fed by nuclear power and
monosodium glutamate, a country that
keeps spending money in Pharaonic
projects. Some useful, like the fastest
train in the world. And some eerie and

worthless, |ike Or
http://gizmodo.com/5444592/the-ghost-city-of-
ordos

Ordos: Area Cape Town: Area
- Total 87,000 km2 - Total 2455 km?
Population (2009) Population (2007)
- Total 1,548,000 - Total 3,497,097
- Density 17.8/km? - Density 1424/km?
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http://en.wikipedia.org/wiki/Area
http://en.wikipedia.org/wiki/Population_density
http://upload.wikimedia.org/wikipedia/commons/d/d9/China_Inner_Mongolia_Ordos.svg
http://en.wikipedia.org/wiki/Area
http://en.wikipedia.org/wiki/Population_density
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Chi na: Wh at t he medi a donot t

Largest Shopping Malls Worldwide

1 New South China Mall Dongguan, China
2 SM City North EDSA Quezon City,
Philippines

3 Central World Bangkok, Thailand

4 SM Mall of Asia Pasay City, Philippines
5 Dream Mall Kaohsiung City, Taiwan

6 Mall Taman Anggrek Jakarta, Indonesia
7 West Edmonton Mall Edmonton, Canada
8 The Dubai Mall Dubai, UAE

9 SM Megamall Mandaluyong City,
Philippines

10 Berjaya Times Square Kuala Lumpur,
Malaysia

B

1 ,_i L ¥ () ‘ @l L\t ¥ 2000

5 ) '.'j . W
®2|005M|cmsow_|p. 1nsr i g [
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South China Mall: 892 000 square metres, 99% vacant




