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Some incontrovertible truths...

Markets are The average active Persistence of Much “alpha” is The separation of
informationally dollar alpha is elusive... actually beta and alpha is
efficient over the underperforms systematic risk a well-defined

long term... after fees... premia... strategy...




Some incontrovertible truths...

Markets are The average active Persistence of Much “alpha” is The separation of
informationally dollar alpha is elusive... actually beta and alpha is
efficient over the underperforms systematic risk a well-defined
long term... after fees... premia... strategy...
Sovereign markets - Yes, but bond indices Persistence of alpha Yes, and much Indeed yes...
yes, credit markets - are flawed...who is much more greater “buy in” for

no overweighted? prevalent... premia, e.g. term

premia




Long-term performance signatures

Dispersion of returns Idiosyncratic credit Coupon cashflow A Sulrlprlsmgly f
compresses over bets wash out... yield dominates small amount o
time total return... alpha is enough to
“top” the long-term
tables...

i-Year Histogram

[-5.8%, -3.8%] (-3.8%, -2.1%) (-2.4%, -0,3%} 0.3%, 1.5%) 1.6%,3.3%]

If only alpha was
“‘independently”
produced, scalable
and replicable...
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Enter Prescient Portable Alpha Bond strategy

Repo Process lllustrated

Initial Sale Repossession

Cash Cash & Interest

— =

Lender Borrower Lender Borrower

Security Security
(Collateral) (Collateral)
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MECHANICS OF PRESCIENT PORTABLE ALPHA BOND STRATEGY
Step 1: Setup the Beta portfolio

Portfolio Weights

R2032 R2033 R2035 R209 R2037 R2038 R2040 R214 R2044 R2048 R2053

@ Target Portfolio @ GurentPosfelie @ ALBI
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MECHANICS OF PRESCIENT PORTABLE ALPHA BOND STRATEGY
Step 2: Identify candidate assets

Instrument Current Yield =

10.69%  10.69%

@ Current Yield
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MECHANICS OF PRESCIENT PORTABLE ALPHA BOND STRATEGY
Step 3: Prescient’s proprietary optimisation engine

Tracking Error

We would like to minimise tracking error to 3M Jibar.

Top 5 Random Portfolios

Shortfall Adjusted Return

Expected Shortfall .

-0~ 1st Random Portfolic -+ 2pd-Rendem-Pereflie B 3rd-Random-Porfelie -4 4th-RendemPereflie  -¥- Sih-Rendem-Pesrfelio  -@- Best Tracking Error Portfolio
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MECHANICS OF PRESCIENT PORTABLE ALPHA BOND STRATEGY
Step 4: Optimal alpha-seeking portfolio

Optimal Porfolio Weights
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MECHANICS OF PRESCIENT PORTABLE ALPHA BOND STRATEGY
Step 5: Portfolio diagnostics

1Year Rolling Tracking Error =

Returns Over Jibar

Zoom 1m 3m 6m YTD 1y Al 23 Feb 2008 — 12 Sep 2024

Target 1.00
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Optimal Portfolio
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WHY CONSIDER PORTABLE ALPHA?

Portable alpha allows investors to decouple market return
(beta) from the generation of incremental return (alpha)

From a mean-variance perspective, adding a low-correlation
alpha source shifts the efficient frontier outward.

During episodes of bond market volatility, the alpha engine
continues to operate independently in the money-market
space — you have "good" duration

Portable alpha strategies exhibit very low tracking error
because the underlying beta is preserved.

Portable alpha strategies are scalable and replicable

Prescient
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THANK YOU

BUSINESS ADDRESS

Block B, Silverwood, Silverwood Lane, Steenberg Office Park, Tokai, 7945
Tel: +27 21 700 3600

Web: www.prescient.co.za

REGULATORY INFORMATION

The information contained herein is provided for general information purposes only. This information does not constitute a solicitation,

recommendation, guidance or proposal, and the service provided is not intended nor does it constitute financial, tax, legal, investment or
other advice. Whilst reasonable steps are taken to ensure the accuracy and integrity of information contained herein, Prescient accepts
no liability or responsibility whatsoever if any information is, for whatever reason, incorrect. Prescient further accepts no responsibility for

any loss or damage that may arise from reliance on information contained herein. There is no guarantee in respect of capital or returns in A:‘ I

a portfolio and provided for illustrative purposes. Please note that there are risks involved in buying or selling any financial product, and “.-‘

past performance of a financial product is not necessarily indicative of the future performance. The value of financial products can 33’}. R e { s

increase as well as decrease over time, depending on the value of the underlying securities and market conditions. ?f‘ { , . ; =

Prescient Investment Management is a signatory to the UNPRI : _— s - B i 2 ¥
i N e .
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DISCLAIMER

Prescient Investment Management (Pty) Ltd is an authorised financial services provider (FSP 612). Collective Investment Schemes in Securities (CIS) should be
considered as medium to long-term investments. The value may go up as well as down and past performance is not necessarily a guide to future performance.
CISs are traded at the ruling price and can engage in scrip lending and borrowing. A schedule of fees, charges and maximum commissions is available on request
from the Manager. A CIS may be closed to new investors in order for it to be managed more efficiently in accordance with its mandate. Performance has been
calculated using net NAV to NAV numbers with income reinvested. There is no guarantee in respect of capital or returns in a portfolio. Prescient Management
Company (RF) (Pty) Ltd is registered and approved under the Collective Investment Schemes Control Act (No.45 of 2002). For any additional information such as

fund prices, fees, brochures, minimum disclosure documents and application forms please go to www.prescient.co.za.

Prescient
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FAIS DISCLOSURE

Prescient Investment Management (Pty) Ltd is authorised to render advisory, intermediary and discretionary financial services in respect of the following categories and financial products:

« Prescient Investment Management (Pty) Ltd is an authorised financial services provider (FSP number 612)
in terms of Section 8 of FAIS. A copy of our license certificate is available on request.

Long-Term Insurance: Category B1
Long-Term Insurance: Category B2
Long-Term Insurance: Category B2 - A
Long-Term Insurance: Category B1 - A
Long-Term Insurance: Category C
Retail Pension Benefits

Pension Funds Benefits

Shares

Money market instruments

Debentures and securitised debt
Warrants, certificates and other instruments
Structured deposits

Participatory interest in a hedge fund
Bonds

Derivative instruments

Participatory interests in Collective Investment
Schemes
Forex Investment

Long — term Deposits

Short — term Deposits

X

X X X X X X X X X X X X X X X X X X

X

X X X X X X X X X X X X X X X X X X

CATEGORY | CATEGORY | CATEGORY Il
X

X X X X X X X X X X X X X X X X X X

Key individuals: Cheree Dyers, Herman Steyn, Guy Toms and Bastian Teichgreeber

Prescient Investment Management (Pty) Ltd has adopted and implemented a conflict of interest
management policy that complies with the provisions of FAIS. The conflict of interest management policy
can be obtained from compliance@prescient.co.za.

Prescient Investment Management (Pty) Ltd holds Professional Indemnity and Fidelity cover.

In terms of FICA, Prescient Investment Management (Pty) Ltd is an accountable institution. We are
required to identify our prospective clients, verify the given information and keep records of the verifying
documents. We are also obliged to report suspicious and unusual transactions that may facilitate money
laundering to the authorities.

Should you wish to pursue a complaint against a key individual and/or representative of Prescient
Investment Management (Pty) Ltd, you should address the complaint in writing by email to
complaints@prescient.co.za or post for attention of the Compliance Offer at the registered address.

Nazley Herandien is the appointed compliance officer.

You should note that there are risks involved in buying or selling any financial product, and past
performance of a financial product is not necessarily indicative of the future performance. The value of
financial products can increase as well as decrease over time, depending on the value of the underlying
securities and market conditions.

Full disclosures available at www.prescient.co.za
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