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Impact Investing in South Africa

Recent headlines have been very depressing, bringing to the fore the social challenges we face. Growing inequality
and prevalent poverty has amplified these challenges based on what we have been experiencing lately. From an
investment point of view, this highlights the need to accelerate impact investing to contribute to alleviating some
of the social and environmental challenges we face.

Impact investing is a sustainable investing strategy aimed at providing targeted solutions to social or
environmental problems. Sustainable investment strategies have grown over the last 12 years as illustrated in
Chart 1 (below). Approximately $31 trillion of global assets are deployed in sustainable strategies, however, only

$444 billion of this is invested in impact/community investing. This means there is a big opportunity for growth
in impact investing to alleviate social woes.

Chart 1: Growth in Sustainable Assets since 2006 (in USD Trillions)
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Source: 2018 Global Sustainable Investment Review (31 August 2019)

The picture in South Africa is fairly similar, with a huge opportunity for growth considering the social challenges
we face. The 5th edition of the Bertha Centre for Social Innovation and Entrepreneurship’s African Investing for
Impact Barometer found investing for impact strategies were growing in Africa and South Africa and represented
the largest amount of sustainable investing assets. Although local social impact investing has not necessarily
been stagnant having seen some growth over the years, it has not grown nearly fast enough for it to have the
kind of impact required.

A 2016 Report on the Landscape for Impact Investing in Southern Africa found that only 3% of local financial
assets were allocated to impact investment strategies. South Africa is the largest market for impact investing in
the region with nearly three quarters all impact investment capital disbursed. Development Finance Institutions
(DFI) like the Industrial Development Corporation (IDC) and Development Bank of South Africa (DBSA) had placed
$24 billion. Non-DFI’s, like asset managers and banks, had placed $4 billion showing the huge opportunity that
exists for the asset management industry to be more involved in dealing with the countries social challenges.
Table 1 (below) shows some of the larger non-DFI transactions.

Data and illustrations compiled by Seed Investment Consultants (Pty) Ltd. Seed is a licensed Financial Services Provider (2346).

For more information please visit our website on www.seedinvestments.co.za.
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Table 1: Top 10 Non-DFI Transactions in South Africa (Total USD 3.1 Billion)

Investor type Amount (USD Mil) Sector Instrument Year
Fund manager 1200 Financial services Equity 2007
Fund manager 700 Manufacturing Equity 2008
Fund manager 434 Logistics Equity 2011
Fund manager 107 Infrastructure Unknown Unknown
Fund manager 107 Infrastructure Unknown Unknown
Fund manager 107 Infrastructure Unknown Unknown
Fund manager 106 Energy Equity 2005
Fund manager 100 Financial services Equity 2014
Fund manager 97 Real estate Equity 2012
Fund manager 95 Financial services Equity 2013

Source: Global Impact Investing Network (2016)

Last year, the Bertha Centre at the UCT Graduate School of Business launched the country’s first social impact
bond to drive early childhood development targets in the Western Cape. Asset managers like Futuregrowth and
Ashburton are leaders in impact investment implementation according to the Impact Barometer, with investments
in job funds and development assets in sectors like agriculture, power and infrastructure.

Opportunities exist in numerous sectors like education, agriculture, mining supply chains, financial inclusion,
sustainable tourism and energy. Other innovative financing concepts include algorithmic-based lending platforms
for social enterprises, affordable housing/small enterprise rental solutions in townships, youth unemployment
challenge fund for girls, impact funds for municipalities, stokvel aggregators that create credit scores and build
investment portfolios, blended conservation funds addressing poaching and blockchain enabled impact
verification funds.

Data and illustrations compiled by Seed Investment Consultants (Pty) Ltd. Seed is a licensed Financial Services Provider (2346).
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The challenges that the country faces are real and require everyone’s participation, and capital strategically
allocated, for progress to be made. Actively focusing on “investing with an impact”, which has been successful in
other parts of the globe, is something we can use to address our social challenges and ultimately lead to a better
life for all.

Kind regards,

‘1\

Tawanda Mushore CFA, FRM

Senior Research and Investment Analyst

Data and illustrations compiled by Seed Investment Consultants (Pty) Ltd. Seed is a licensed Financial Services Provider (2346).
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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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