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The starting point matters

« Goldman Sachs projects 3% per annum returns from the S&P CAPE projeots low returns for US equities
500 over the next decade — substantially lower than the average  S&P 500 CAPE (Ieft axis)
annual return of 10.5% since the late 1950s. —— S&P 500 10-year annualised forward return (right axis, inverted)

e The cyclically adjusted price-to-earnings (CAPE) or Shiller
S&P 500 Cyclically Adjusted P/E vs.

price-to-earnings ratio has been surprisingly successful at 50x 10-year annualised forward returns (5) %
forecasting rolling 10-year returns over the last century. w
 The 38x CAPE ratio suggests a much lower return from the US 20y aay 0 %
of around 2% to 3% per annum over the next decade - roughly ' J
half that of other developed markets (DMs). | .
30x | ,
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What can we expect for our portfolios going forward? w M 10 %
20x ! |
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Source: Robert Shiller, Goldman Sachs
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The Big Themes

The growth pie is shrinking:

 The World Bank downgraded its 2025 global growth forecast by 0.5
percentage points to 2.3% in its June outlook, projecting the weakest non-
recessionary growth since 2008. The average global growth in the 2020s
Is expected to settle around 2.5% - its slowest pace since the 1960s.

 Insight: JP Morgan estimate that a 1% change in GDP for DMs results in
a 3% change in equity returns. This relationship does not hold for EMs.

*Macro forces shaping investment landscape
1. Deglobalisation
2. Demographics
3. Interest rates
4. High and rising debt levels

Other factors
 Climate change and regulatory response

 Expanding Government intervention

« Artificial intelligence (Al) — a potential tailwind amid headwinds
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1. Deglobalisation




Fragmentation Is the new reality

As global growth slows, geopolitical shocks and policy
shifts are reversing decades of globalisation

Covid-19 (2020)
* Triggered rethinking of supply chain resilience

e Shift from “just-in-time” to “just-in-case”

Ukraine War (2022)
 Energy crisis exposed Europe’s overdependence on Russian gas

 Accelerated reshoring & diversification of energy sources

Trump 2.0 & Tariffs (2025+)
 “America First” reshapes trade rules
 Global trade policy uncertainty rises again

 Fragmentation is the new reality
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Deglobalisation and US exceptionalism

Then: The Globalisation Era (1970-2010)

« Multinationals leveraged global arbitrage (labour, tax, regulation).
* US corporate profits soared; real wages lagged.

* Profit-to-GDP reached record highs.

Fuelling US Exceptionalism

« Corporate tax rates fell from 35% (1980s) to » 15% (today).

Now: Reversal in Motion

* Trade wars & supply chain reshoring = deglobalisation.

* Focus on security over efficiency raises inflation, squeezes margins.

Bottom line: Deglobalisation will slow profit growth and raise inflation
but will have an outsized negative impact on the US relative to the
rest of DMs.
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2. Demograpnhics




Deglobalisation and US exceptionalism

Japan provides a good road map for low growth world: Japan’s population by age and gender, 1950 & 2015

1950
Japanese Society is rapidly aging ‘

Older

« Japan is a global leader in koreika (aging) and

shoshika (producing fewer children). Younger

« Share of working age population peaked at 70%
(60% currently). 15%  10% 5% 0% 5% 10% 15%

Age cohort
(5-yr tranches)

* Population peaked in 2008 at 12/m.

Shrinking and Aging Population 2015

 Fewer workers are supporting more retired people.
through higher tax burden & social security contributions.

|

Older

* Lower domestic demand, reduced savings and skyrocketing

Age cohort
(5-yr tranches)

. . . Younger
medical and pension bills. l
* Labour shortages.
15%  10% 5% 0% 5% 10% 15%

Source: Professor Haroon Bhorat, Japan: An Economic Overview
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Demographics drag growth

The shrinking workforce challenge

« GDP growth = employment growth + productivity China, Europe and Japan to lose 76m
workers by 2030

 Few workers — slower growth, higher rates

* Dependency ratio rising since mid-2010s W China M Europe M Japan M Workers
e Labour force in G7 to shrink — 0.1% p.a.(UN Est.) 0 l
» Older populations cut productivity - . I
: : : =
« JPM estimates that for every 1% increase in elderly —
population there is a commiserate -0.58% decline in GDP 1o
* Tech, robotics and immigration may soften the blow 150 __
164m

-200 I
Bottom line: Lower equity returns (3-4% lower) and higher
bond yields are likely as aging accelerates. -250 B _

264m
-300 o . o
c & T ® £ & § 8 & g 5 8

Source: Morgan Stanley
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. Interest rates




The end of the interest rate supercycle

From 16% to 0% - and now turning the corner

 1981-2020: US bond yields fell from 16% to near
zero — massive tailwind for asset prices

* Global Impact: as the world’s reserve currency,
US yields set the tone for global valuations

« Why Yields Fell:
— Expanding labour force — excess savings
— Globalisation — capital inflows into US debt
— Central banks adopted inflation targeting
 Today: structural forces reversing:

— Aging populations and reduced labour

Bottom line: There is more upside risk to bond yields, which will
reduce bond returns and could reduce equity market returns
through low valuation multiples.
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US 10-year bond yields have fallen over the last 40 years
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4. High and rising debt levels




Debt and the end of the interest rate supercycle

High debt levels leading to further government intervention

« Global debt now exceeds $100 trillion (93% of GDP) — IMF

e US may add $3.4 trillion in debt; growth impact:
-33% over 30 years

 High debt + deficits = higher bond yields
* Reform options limited by aging populations and interest costs

« Voter discontent: In 2024, every ruling party in developed
markets lost vote share

Bottom line: Government intervention positive for equities
In the short-term but ultimately excessive debt is harmful
(higher bond yields).
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Total outstanding debt and debt-to-GDP ratios (2024)
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O. Technology




Artificial intelligence and productivity

A potential new driver of growth via productivity gains

Historical Context: US labour productivity could rise due to Al
o Productivity >39 annually pOSt‘WW”, then slowed. US labour productivity: 10-year annualised rate of change
. . . % %
* 1990s rebound from tech investment, then decline again.
 (Generative Al may drive a similar rebound. 3.2 The roaring 3.2
2020s?
Supply-side
. . 2.8 revival and \ 2.8
Historical Context: /1 internet
revolution
* Al unlocks productivity gains through efficiency and innovation. 24 2.4
« Breakthroughs like DeepSeek R1 accelerate real-world adoption. 20 50
Post-WWII
boom
. o : 1.6 1.6
Bottom line: Al could add 0.6—-3% to equity returns
and reduce bond yields through productivity gains. - Stagflation Asset bubble -
- burst and :
deleveraging
1960 1970 1980 1990 2000 2010 2020
* Vertical lines denote secular turning points Source: Alpine Macro (Why R* may have risen — 21 October)
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lmpact of structural changes

Overall, our structural growth changes agree with CAPE, and we can
expect future global equity returns to be about 3% lower than non-US
DM equities’ historic 30-year return, with bond yields higher.

Equity impact

Bond yield impact

Deglobalisation Lower Higher
Demographics Lower 3% to 4% Higher
Interest rates Lower Higher
Debt Lower 3% Higher
Artificial intelligence Higher 0.6% to 3% Lower
Climate change Lower Higher
Government spending Higher Higher

Good impact Bad impact
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Progress vs Potential

What has tech achieved so far:
e (Cost efficiency- Cloud admin platform reduces fixed costs
 Transparency- Development in digital portals.

 Governance- Automated compliance

What has yet to be achieved:
« Al driven decision making- human intelligence is vital.
* Full automation is limited- fragmented data prevents full automation.

 Personalised member outcome modelling: Data privacy
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o. Regulatory environment




Regulatory environment

Marking Treasury’s work 10 years later: Success stories

2014

Preservation

2024

Getting defaults right

Consolidation

Tougher market conduct
regulation and more
effective supervision

Two pot
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2019 default
regulations

6/% 10-year reduction
in number of standalone
funds, while Umbrella
assets have ~ tripled

Twin peaks, risk-based
supervision, cyber
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Regulatory environment

Marking Treasury’s work 10 years later: Action items

2025

@ @ @ @ @
Auto-enrolment Disclosure Simplification Ensure effective Tougher market
& portability intermediation conduct regulation
and more effective
supervision
What to
anticipate
@ ® ® ® ®
It’s happening? Enhanced Expect dirigisme Twin Conduct Strengthened
2019 fee of Financial coordination between
disclosures Institutions Bill supervisors, enhanced
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prudential supervision,
cyber (recovery and
response), NPS Act and
SARB’s role in fintech
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/. Strategic implications




Strategic implications

Economic forces and regulatory dirigisme are aiming in the same direction

Key regulatory areas: Key economic forces:

« Coverage (auto-enrolment)  Debt, demographics,

e Costs interest rates, deglobalistion

Futureproofing:

« Extremely high burden on fintech
 Operational resilience and efficiency
« Standardization and centralisation

« Economies of scale and positive externalities
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8. Concluding remarks




Conclusion -
Building resilient solutions

Navigating structural change through
a low growth environment

Critical elements:

o Stakeholders must structure their solutions for the
risk of lower growth assumptions when planning
for retirement.

* The regulatory environment looks set to prioritise
coverage and cost effectiveness against the
backdrop of a shrinking growth pie

 Low fees, real-world fintech innovation, pro-active

risk management, and identifying pockets of
growth in a low growth world.
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Questions?




Disclaimer

Sygnia Limited (“Sygnia”) is a specialist financial services group headquartered in South
Africa focusing on the provision of investment management and administration solutions to
institutional and retail clients located predominantly in South Africa.

The information and opinions contained in this presentation are of a general nature and are
not intended to address the circumstances of a particular individual or entity. The
iInformation in this presentation is not intended as, nor does it constitute, financial, tax,
legal, investment or other advice. Sygnia does not act as an advisor or in a fiduciary
capacity towards the recipient(s).

While reasonable care was taken to ensure that the information contained in this
presentation is accurate, Sygnia does not warrant its accuracy and accepts no liability in
respect of any damages and/or loss suffered as a result of reliance on the information in
this presentation. Sygnia’s business procedures, processes, policies and structure may
change from time to time and may differ at certain times from that presented herein.

Where information has been provided about investments, please note that different
iInvestments may have different risks associated with them. In particular, fund of hedge
fund products may pose risks that are different to those associated with investments in
traditional asset classes. Full disclosure of all risks associated with the investments and
investment strategies contained in this presentation (and in particular, the specific risks
associated with investments into funds of hedge funds) is available on request from Sygnia,
and no decision regarding investments should be taken without having obtained
professional advice thereon and without having investigated the risks inherent thereto.

Inter-Group Relationships:

Financial products such as policies of insurance and/or collective investment schemes
described in this presentation are issued by Sygnia Life Limited and Sygnia Collective
Investments RF, companies that are related by common shareholding to Sygnia.
Sygnia has a conflict of interest policy to manage any conflicts of interest.

This policy is available on request.
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Copyright and Confidentiality:

This presentation and its content is owned by the Sygnia Group and is protected by
copyright and other intellectual laws. All rights not expressly granted are reserved. This
presentation contains confidential information and is intended only for the individuals who
were present at this presentation or who received a copy of this presentation directly from
Sygnia. The purpose of the confidential information presented is solely to enable an
assessment of the services provided by Sygnia and may not be used for any other purpose.
The confidential information contained herein may not be distributed or reproduced for any
reason whatsoever without first having obtained Sygnia’s express written permission to do
so. Any breach of Sygnia’s confidentiality requirement may result in damages and/or
financial loss to Sygnia, and Sygnia reserves the right to recover such damages or loss from
any person or entity that is in breach of this requirement.

Financial Service Providers in the Group:

« Sygnia Asset Management: CAT II/IIA Discretionary FSP (FSP registration no. 873)
« Sygnia Life Limited: CAT I/1l FSP (FSP registration no. 2935)

« Sygnia Financial Services: CAT I/1I/1Il LISP and approved Section 13B Administrator (FSP
registration no. 444206)

« Sygnia Securities: CAT | FSP and member of the JSE (FSP registration no. 45818 )

Information about Sygnia:

Physical address: 7th Floor, The Foundry, Cardiff Street, Green Point, 8001
Postal address: PO Box 51591, The Waterfront, 8002

Tel: 021446 4940

Fax: 021 446 4950

Email: info@sygnia.co.za
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