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The rules of the game have been changing STANLIB

Asset Management

Increasing pressure on the investor

* Defined Benefit to Defined Contribution
-You take all investment and longevity risk

 Start work later = Shorter work/investment career - longer post
retirement lifetime - drawdown period

* Higher expenses (sandwich generation) and less tax support

* More investment freedom (Reg 28: global)

* More noise =2 volatility = urge to act = behavioural mistakes




Longevity risk of “joint lives” STANLIB
High probability that at least one spouse survives for a long time Aeset Management
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Guaranteed vs Living Annuities: what is the normal “break-even”
Lower return on underlying assets, but boosted by “underwriting credits”
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Real Return

] STANLIB
The variable “price” of a guaranteed annuity Asset Management

Unique opportunity due to current attractive valuations and future inflation expectations
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Source: STANLIB, Bloomberg



Guaranteed vs Living Annuities: what is the current “break-even”
Attractive ILB yields and SARB pushing for 3% future inflation target
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Real Return

The actual experience of South African investors ASTﬁNgLJQ

Historical 25 year returns by ASISA fund category

25 year Real Returns
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Source: STANLIB, Morningstar, 25-year real returns 01/02/2001 to 31/01/2026



What if reality turns out different to our “beliefs”? gTANLIB
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ome ?phyﬂs think the Bank is bankrupt if it runs
t of money. The Bank never goes bankrupt. To
ue playing, use slips of paper to keep track of
player’s banking transactions - until the Bank
85 enough paper money to operate again. The
anker may also issue “new" money on slips of




Living Annuity scenario modelling
Using actual historical returns and scenario modelling
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Likelihood of a living annuity book failing?
A very low draw down rate is your best insurance against failure

2.5% Drawdown
Years post SA Interest Bearing SA Multi-Asset SA Multi-Asset Low | SA Multi-Asset High SA Equity
retirement Short Term Income Equity Equity General

10 Years 0.0% 0.0% 0.0% 0.0% 0.0%
15Years 0.0% 0.0% 0.0% 0.0% 0.0%
20 Years 0.0% 0.0% 0.0% 0.0% 0.0%
25 Years 0.0% 0.0% 0.0% 0.0% 0.1%
30 Years 0.0% 0.0% 0.0% 0.0% 0.2%
35 Years 0.0% 0.0% 0.0% 0.0% 0.4%
40 Years 0.0% 0.0% 0.0% 0.0% 0.6%

Source: Monte Carlo simulations by Joao Frasco; Morningstar - category average returns



Likelihood of a living annuity book failing? ASTﬁNngIE:

As drawdown rates increase, you need to consider more growth assets

5.0% Drawdown
Years post SA Interest Bearing SA Multi-Asset SA Multi-Asset Low | SA Multi-Asset High SA Equity
retirement Short Term Income Equity Equity General

10 Years 0.0% 0.0% 0.0% 0.0% 0.0%
15Years 0.0% 0.0% 0.0% 0.0% 0.6%
20 Years 0.0% 0.0% 0.0% 0.8% 3.0%
25 Years 0.0% 0.0% 0.4% 4.6% 6.9%
30 Years 19.2% 2.0% 4.1% 9.9% 10.9%

35 Years 17.1% 13.6% 16.8% 14.1%

Source: Monte Carlo simulations by Joao Frasco; Morningstar - category average returns




Likelihood of a living annuity book failing? ASTtﬁNngIE:

The cashillusion of low failure rates during the early years

7.5% Drawdown
Years post SA Interest Bearing SA Multi-Asset SA Multi-Asset Low | SA Multi-Asset High SA Equity
retirement Short Term Income Equity Equity General

10 Years 0.0% 0.0% 0.0% 0.0% 0.7%

15 Years 0.0% 0.1% 1.0% 6.7% 10.4%

20 Years 62.9% 40.9% 31.3% 24.8%
25 Years 53.3% 37.3%
30 Years 67.7% 46.4%
35 Years 75.0% 51.2%

Source: Monte Carlo simulations by Joao Frasco; Morningstar - category average returns



Living Annuity scenario modelling STANLIB
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Bringing joint lives mortality into the scenario modelling
Monte Carlo
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Drawdown rate

Probability of funds outlasting joint lives AstﬁNgLn!%

South African joint-life mortality and historical 25 year returns by ASISA fund category
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Source: data from Morningstar; ASSA; Monte Carlo simulations by Joao Frasco; Male aged 65, Female aged 63



Should you buy a Living Annuity and switch to Guaranteed Annuity later?

Investment outperformance required during deferment in LA to break even at later ages
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Source: ASSA Convention 2012, Cape Town, 16-17 October 2012



Key takeouts STANLIB
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* Financial planning is typically for joint lives
* Your investment horizon is longer than you think

 Are you designing your Living Annuity to fail; or underperform a
guaranteed annuity

* Don’t derisk at retirement

* The price of both Living Annuities and Guaranteed Annuities are NOT
static - you can’t use a static “recipe”

* Living Annuity sustainability hugely sensitive to change in drawdown
rate

* Don’t delay annuitisation
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Disclaimer

Collective Investment Schemes in Securities [C15) are generally medium to long term investments. The value of participatory interests may go down as well as up. Past performance, forecasts or
commentary is not necassarily a guide to future performance/results. C15 are traded at ruling prices and can engage in borrowing and scrip lending.

A schedule of fees and charges and maximum commissions is available on request the Manager. The Manoger does not provide any guarantee sither with respect to the capital of the return of a CI%
portfolio. Forward pricing is used. The Manager has a right 1o close certain portfolios to new investors in arder to manage it more efficiently.

Parfolio pedformance figures are caleulated for the relevant class of the portfalio, for a lump sum investment, on o NAV-NAY basis, with income reinvested on the ex.dividend date. Individual investor
performance may differ due 1o initial fees, actual investment date, date of reinvestment of income and dividend withhelding tax. Partfalio performance aceaunts far all casts that cantribute to the
calculation ot the cost ratios quoted sa all returns guoted are atter these costs have been accounted tor. Any forecasts or commentary included in this document are not guaranteed to ocour.
Annualised return figures are the compound annualised growth rate (CAGR) calculated from the cumulative return for the period being measured. These annualised returns provide an indication of the

annual return achigved over the period had an investmant beon hald for the entire period. Annualised figures are available on request from the Managar.
STAMLIB Collective Investments (RF) [FTY) Ltd is registered Manager in terms of the Collective Investment Schemes Control Act, Mo, 45 of 2002,

& monay market portfolio is not a bank deposit account. The price of each participatory interest (unit] is aimed at a constant value. The total return to the investor is primarily made up of interest
recelved but, may also include any galn or loss made on any particular instrument. In most cases this will merely have the effect of increasing or decreasing the dally yield, but in an extreme case it can
have the effect of reducing the capital value of the portfelio. An ennuallsed seven day rolling average effective yleid is calculated for Money Marker Portfolios. Excessive withdrawals from the portfolie
may place the portfelio under liquidity pressures; and that in such circumstances a process of ring-fencing of withdrawal instructions and managed pay-outs over time may be followed

A Fund of Funds is a portfollo that invests in portfolios of collective investeent schames, that levy thelr own charges, which could resalt in a higher fee structure for thess portfiolios.
A Feader Fund portfolic is a portfolio that invests in a single portfolio of a collective investment scheme that levies its own charges, which could result in a higher fee structure tor the Feeder Fund.
A partfolio that derives its income primarily from interest-bearing instruments calealares its yield daily and is a current effective yield,

As naither STANLIB Asset Management (Pty] Limited ("STAMLIB®] nor its representatives did a full needs analysis in respect of a particular investor, the investor understands that there may be
limitatians an the appropriateness of any information in this document with regard to the investor’s unique abjectives, Tinancial situation and particular needs. The information and cantent of this
documant arg intended to be for infarmation purposes only and should not be construed as advice. STANLIB does not guarantes the suitability or potential value of any information contained herain.
STAMLIB does not expressly or by implication propose that the products or services offered in this document are appropriate to the particular investment objectives or needs of any existing or
prospective dlient. Potential Investors are advised to seek independent advice trom an authorized financial adviser in this regard. STANLIB Asset Management [Pty] Limited s an authorised Financial
Services Provider in terms of the Financial Advisory and Intermediary Services Act 37 of 2002 (Licence No, 719).

This presentation is for Institutionalf/Wholesale/Professional Clients and Qualified Investors Only — Mot for Retall Use or Distribution

Compliance Approval Number D1489R
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