
Asset Class (ZAR) MTD YTD 1 Year 3 Years 5 Years 10 Years

Local Equity -12.1% -21.4% -18.4% -2.1% -0.1% 7.7%

Local Property -36.6% -48.2% -47.9% -23.0% -13.5% 2.8%

Local Bonds -9.7% -8.7% -3.0% 5.3% 5.2% 7.4%

Local Cash 0.5% 1.6% 6.6% 6.7% 6.6% 5.9%

Global Equity -1.8% 0.4% 9.9% 11.7% 11.1% 15.7%

Global Property -12.5% -8.6% -3.9% 6.7% 7.1% 16.1%

Global Bonds 13.6% 31.7% 32.9% 15.1% 11.5% 12.1%

Global Cash 13.7% 28.3% 26.5% 12.1% 9.5% 10.1%
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South Africa went into lockdown towards the end of March to slow the spread
of the coronavirus. Although it was a drastic measure which comes at a heavy
price for an already vulnerable economy - President Ramaphosa's decision to
enforce a 21-day national lockdown was a bold and pre-emptive move that
seems to be paying off. Early data from SA’s first week of lockdown gives some
hope that the country is effectively ‘flattening the curve’.

The South African Reserve Bank (SARB) has said that the country’s economy
may contract between 2% and 4% this year as a result of the COVID-19
pandemic, along with many job losses and multiple businesses going insolvent.
On the bright side however, businesses, and South Africans in general, appeared
to be far more proactive in their response to the crisis than many other
countries globally.

The SARB’s monetary policy committee cut the repo rate by one percentage
point, from 6.25% to 5.25%. Many economists were only expecting a 50 basis
point cut. The Reserve Bank was under pressure to drop rates, especially after
the latest data showed SA's economy contracted in the fourth quarter of 2019.
Although this is an upside for local borrowers, it has also contributed to the
month’s rand weakness as seen in Chart 1 (below).

Ratings agency Moody’s downgraded South Africa’s long term foreign and local
currency ratings from investment grade to junk status and retained a negative
outlook. The key drivers for the decision was weak growth, constrained capacity
to stimulate the economy and increased government debt over the medium
term. This move will see South Africa excluded from World Government Bond
Indices (WGBI) leading to outflows from fund managers mandated to invest in
investment grade bonds.

As a result of the downgrade, interest rates for government, households and the
broader economy will likely increase. While foreigners will offload some of the
bonds, it is expected that local managers will take up some of these bonds,
which are already trading at an attractive level. The impact of the downgrade
has been eased with the SARB buying bonds and FTSE delaying the WGBI
rebalance.

Source : Investing.com (31 March 2020)

March saw global markets experience one of the worst periods of risk aversion
as investors drastically dumped risk assets.

This worldwide sell-off came mainly as a result of COVID-19 which was
declared a global pandemic by the World Health Organisation (WHO) at the
beginning of the month.

Even gold, which is usually regarded as a safe haven asset, saw its price fall
before recovering again and ending the month only 0.5% lower.

The outlook for markets over the next few months is highly uncertain as the
amplitude and duration of this crisis and the knock-on effects thereof are
unknown. As a result of people in many countries being forced to stay home,
global growth has crumpled. In an effort to counteract the disruption caused by
the coronavirus, the world’s major economies have announced unprecedented
fiscal and monetary stimulus measures.

By mid-March, after two emergency meetings, the US Federal Reserve had cut
US interest rates to close to 0%. They also launched a $700 billion stimulus
program. Other central banks have since followed.

This was the Fed’s third cut since July last year, putting US interest rates at
record lows. The aim of the cut was to boost economic activity threatened by
the spreading virus.

A second unforeseeable event occurred in March. A major fall in the price of oil
came as a result of OPEC (Organization of the Petroleum Exporting Countries)
and Russia’s inability to agree on supply cuts, triggering Saudi Arabia to initiate
a price war with Russia.

Saudi lowered the prices that they charge for brent crude oil and pledged to
pump oil at record levels during April. The price of Brent Crude fell 55% in
March as seen in Chart 2 (below), its worst monthly drop on record, while the
S&P 500 energy sector was down 35% for the month.

Source : Business Insider (31 March 2020)



Property

The SA Property Index lost an astounding 36.6% in March, bringing year-to-date
return down to -48.2%. March was the worst month for property on record,
following on from the previous worst month in February. Due to oversupply and
weak fundamentals, the sector is likely to remain under pressure. We maintain
a neutral ranking on this asset class.

Equity

March saw the end to the longest-running bull market in US history. The
coronavirus pandemic has pushed stocks far into bear territory. The MSCI All
Country World Index returned -13.5% and the S&P 500 was down 12.3% for the
month, putting global equity markets on track for their worst quarter since the
Great Depression of the 1930’s. Emerging markets fared slightly worse than
developed markets and the MSCI Emerging Markets Index delivered -15.40%,
with a huge disparity between countries. The market continues to shift towards
more cyclical sectors, and we therefore maintain our global equity ranking to
overweight and continue to favour allocation to high quality stocks.

Bonds

The JSE All Bond Index also experienced its worst month since its base date of
July 2000. The index declined by 9.7% in March. The benchmark R186 yield
increased to 9.9% at month end, and the risk premium component is at 15-year
highs. Moody’s decision to downgrade SA ended up having little impact on
domestic bonds, as much of the downgrade was already priced in. Our
valuation model indicates that bonds are undervalued, and the high yield in real
terms is looking very attractive compared to other asset classes.

Fixed Income

The US 10-year treasury bond yield made a historical low of 0.3% on the 9th of
March, then quickly rose again to end the month at 0.7%. BCA Research opines
that bond yields will likely follow a bottoming process similar to global equities,
as new infections peak and high-frequency economic data starts to recover.

Cash

Annual inflation increased further to 4.6%, the highest rate since November
2018. This increase was mainly due to higher prices on food and non-alcoholic
beverages. In contrast, costs slowed for transport, alcoholic beverages and
tobacco. Cash currently delivers 1.0% real yield. We appreciate the optionality
in cash, but recognise that several other asset classes have higher expected
real returns at the moment.

Equity

The JSE ended the month deep in the red. After February’s 9.0% decline the All
Share Index depreciated even further, recording a negative return of -12.1% for
March. This resulted in the index’s biggest quarterly loss since 1998. Only 16%
of stocks in the All Share Index reported gains for the month, including Prosus
(17.1%) and Naspers (7.3%). Financials (-29.4%) were battered, while
Resources (-12.4%) and Industrials (-3.06%) also struggled. Sasol’s price
declined by 80.1% following the steep drop in the oil price. Our models suggest
that local equity is very cheap, with a lot of value on offer. We are, therefore,
adding steadily to our equity allocations.

Currency

During March, the ZAR breached the R 18/$-mark and set a new lowest-ever
value against the dollar. This was partly thanks to the downgrade
announcement by Moody’s. While ZAR continues to feel strain, it strengthened
slightly towards month end and closed the month at R 17.85/$ from a starting
point of R 15.65/$. At month end, the ZAR was 22% undervalued against the
trade weighted basket of currencies on a purchasing power parity basis.
Significantly, the ZAR was 52% undervalued versus the USD using the same
methodology.

Z A R  v s  U S D C u r r e n c i e s  v s  Z A R  ( r e b a s e d  t o  1 0 0 )
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Alternative

Other asset classes that can be considered include structured notes, private
equity, direct real estate, commodities and hedge funds, and can provide
investors with uncorrelated returns. However, as interest rates are slowly but
surely rising, these alternative investments do become less attractive. These
assets can still perform a useful role in multi asset portfolios, as they help
provide more consistent returns.
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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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