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Only Light Can Drive Out the Darkness

Greetings from one world champion to another. | was really hoping that we could bottle the euphoria and unity
generated by the recent incredible game, along with the post-match interviews and picture feeds. Of course, there
were those cynics who still had something to say about race, colonialism and all of the other topics used to divide
our country. These individuals are trying so hard to spread their poisonous views, and it got me thinking about
a presentation by PSG Asset Management that | saw last week. In this presentation, Mikhail Motala gave an
interesting view on the good things in South Africa that currently receive no airtime and that are never discussed
around the braaivleis fires or, heaven forbid, on Twitter or on Facebook.

Below is a table of the issues that we have, all of which get so much airtime that | am not going to discuss them
in this article. Instead, we are going to focus more on the positives which receive very little airtime -

Domestic Environment Is Challenged

Eskom Credible SARB
Failing Municipalities Inflation Under Control
Emigration Strong National Treasury
Corruption Healthy Banking System
No Confidence Health Government Maturities
No Growth Limited Foreign Debt

Our Reserve Bank remains as a bastion of rationality and reason in a very trying political and economic
environment. It is also important to note that it is not only our Reserve Bank that is under pressure from outside
interference - Donald Trump in his infinite wisdom is often complaining about the restrictive policies of the US
Fed.

Inflation can be a monster that drives up interest rates and causes havoc on exchange rates. Hyper-inflation (as
seen next door), has a huge impact on the entire population and causes economic chaos. South African inflation
is absolutely under control.

Like the Reserve Bank, the National Treasury has been exemplary in their refusal to buckle under immense
pressure both with regards to budgetary allocation and implementation, as well as targeting irregular and
unauthorised expenditure. Our banking system is among the best in the world. | often have to deal with banks in
other countries and find that their inefficiencies and ineptitude never cease to amaze me. The health and strength
of our banks was one of the main reasons why South Africans were not affected as badly as the rest of the world
during the Global Financial Crisis.

Whilst our Government debt levels are higher than a few years ago, a very small percentage of our total debt is
not denominated in Rands. South Africa also has the second highest debt maturity profile in the world. Both
factors mean that it is a lot less likely that our debt repayments will become unmanageable. There is this mass
hysteria about “junk status” in South Africa, which does not really make sense because the market has already
priced us as “junk”. Our bond yields are higher than Brazils, even though Brazil is already a couple of notches
below “junk”.
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If we see slightly more positive news flow coming through, or even a more positive sentiment, South African
bonds could appreciate dramatically. If this happens, the Rand could also appreciate strongly, and those people
on Twitter who thanked their “Oom” for the great advice of taking out as much as possible at R 15.20 to the USD
may feel less euphoric.

While there is no doubt that there are problems in South Africa, and the “Dark Forces” (Eskom’s latest round of

load shedding hasn’t helped) love spreading rumours and bad news - don’t be surprised if a slight turn to the
positive in sentiment happens and that South Africa’s market and balance sheet improve substantially.

Kind regards,

\ N
Barry Hugo CFP® CA(SA)

Wealth Manager - Hampshire Independent Advisors
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DISCLAIMER

Seed Investment Consultants is an Authorised Financial Services Provider in terms of the Financial Advisory and Intermediary Services Act (Act No. 37 of 2002).
The laws of the Republic of South Africa shall govern any claim relating to or arising from the contents of this document. This document may not be amended,
reproduced, distributed or published without the prior consent of Seed Investment Consultants.

No guarantee is provided as to the values of any financial product mentioned in this document. All illustrations, forecasts, information and opinions provided
within this document are of a general nature and are not intended to address the circumstances of any particular individual or entity. This document does not
constitute a solicitation, invitation or investment recommendation. While we endeavour to provide accurate and timely information, all illustrations, forecasts or
hypothetical data are not guaranteed and are provided for illustrative purposes only. We make no representation or warranty, expressed or implied with respect
to the correctness, accuracy or completeness of the illustrations, forecasts, information or opinions. No party should act upon such information or opinion without
obtaining the appropriate professional and specialised financial, legal and tax advice based upon a thorough examination of their particular situation. Seed
Investment Consultants will not be held liable for any direct or consequential loss or damage suffered by any party as a result of that party acting on or failing to
act on the basis of information or opinion provided by or omitted from this document.

The value of financial products can increase as well as decrease over time depending on the value of the underlying securities and market conditions. Changes
in exchange rates may have an adverse effect on the value price or income of any product.

Past performance is not necessarily a guide to future performance. Performance has been calculated using net NAV to NAV numbers with income reinvested. The
performance for each period shown reflects the return for investors who have been fully invested for that period. Individual investor performance may differ as a
result of initial fees, the actual investment date, the date of reinvestments and dividend withholding tax. Full performance calculations are available from the
manager upon request.

Prescient Management Company and the Trustee are registered and approved under the Collective Investment Schemes Control Act (No.45 of 2002). Collective
Investment Schemes in Securities (CIS) should be considered as medium to long-term investments. There is no guarantee in respect of capital or returns in a
portfolio. CIS’s are traded at the ruling price and can engage in scrip lending and borrowing. The CIS may borrow up to 10% of the market value of the portfolio
to bridge insufficient liquidity. A CIS may be closed to new investors in order for it to be managed more efficiently in accordance with its mandate. CIS prices are
calculated on a net asset basis, which is the total value of all the assets in the portfolio including any income accruals and less any permissible deductions
(brokerage, STT, VAT, auditor’s fees, bank charges, trustee and custodian fees and the annual management fee) from the portfolio divided by the number of
participatory interests (units) in issue. Forward pricing is used. In the event that specific CIS in securities are mentioned please refer to the relevant Minimum
Disclosure Document in order to obtain all the necessary information in regard to that unit trust. In rare instances redemption transactions may be subject to a
redemption fee. The applicable Prospectus and Key Investor Information Document will be made available upon request.

Please note that there are stipulated cut-off times for all documents, notifications of deposit, investment, redemption and switch applications. These cut-off times
are product or fund specific and the applicable guidelines have been stipulated on the relevant supporting or transaction documents, application forms and
Minimum Disclosure Documents. Where all required and supporting documentation is not received before the stated cut off time no service provider shall not
be obliged to transact at the net asset value price as agreed to. Prices are published daily and are available on the Prescient website at www.prescient.co.za.

Investors should at all times remain aware of the risks involved in the buying or selling of any financial product. Where foreign securities are included in a portfolio
there may be potential constraints on liquidity and the repatriation of funds, macroeconomic risks, political risks, foreign exchange risks, tax risks, settlement
risks, and potential limitations on the availability of market information. The investor hereby acknowledges the inherent risk associated with any selected
investments and that there are no guarantees (Paragraph 6(2)(f) of BN92). The Manager retains full legal responsibility for any third-party named portfolio
(Paragraph 6(1)(g) of BN92).

For any additional information please visit our website on www.seedinvestments.co.za.
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