The 10X Global Connect — December 2023

Market is pricing 1.5% of cuts vs Fed of 0.75

FOMC Dots vs Fed Funds Futures Dec 2023
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Foreign capital has left SA Equity markets
$53bn net sales over the last 8 years
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Half the world goes to the ballot box in 2024

Net Incumbent

Countr Miser
Date N v/ Event Leader Party Y
Region Index
Approval  Support

Dec 10-12, . . .
ch Egypt Presidential Election n NA
Jan 13,24 Taiwan Presidential Election m 271
Feb, 14,24 Indonesia Presidential Election 63.0 27.9 “
Feb2524  Belarus Parliamentary and NA NA

Local Election
Mar1,24  Iran Parliamentary NA NA

Election
Mar 17, 24 Russia Presidential Election NA
Apr/May, 24  India General Election 43.0
May, 24 South Africa  General Election -28.0 453 m
Jun 2,24 Mexico General Election 35.0 66.0
Jun69,24 EMU EuroPean Parliament NA NA

Election
Nov524  US US Presidential 4151 437

Election

Source: BCA

|

The Fed's decision to hold rates steady in December
was in line with expectations. On the back of declining
inflation, the Dot Plot indicated that the Fed expects to
“pivot” to interest rate cuts in 2024, with a reduction of
0.75% by the end of the year.

The market was already expecting double that, with
1.5% of cuts priced in by the end of 2024. Following the
“pivot,” yields continued to fall, and equity markets
rallied on the hope of more accommodative monetary
policy and a soft landing.

At the end of December, the Bloomberg Financial
Conditions Index indicated that financial conditions
were the loosest they had been in over two years.

Over the past eight years, foreigners have sold a net $53
bn of SA equity exposure, leading to a shrinking SA
equity market, lower trading volumes, and a decline in
broader capital market activity.

Emerging markets have generally experienced outflows,
underperforming developed markets by 6% p.a. in US
dollars over the last decade.

However, SA’'s weight in the MSCI EM Index has dropped
from 7.7% (2014) to 2.8% (2023), indicating that even
within emerging markets, investors have been shying
away from South Africa as a destination for capital.

The attractive real returns on offer from SA equity based
on current valuations need to be viewed against the risk
of a structurally lower valuation discount.

Over 4 billion people in more than 50 countries will be
heading to the ballot boxes in 2024.

For South Africans, the big question is whether the ANC
will manage to hold onto a 50% majority. If not, who will
they form a coalition government with? If support falls
below 45%, the ANC may struggle to form a coalition
with smaller parties, leading to a risk of greater political
instability as a choice between the DA and EFF may have
to be made.

In the US, all signs are pointing to a rerun of Trump vs
Biden in the November elections.

Together with the UK and Taiwan, declining support for
the incumbents is set to drive elevated uncertainty in the
outcome these four elections and poses a risk of greater
fiscal policy uncertainty and rising geo-political tensions.
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Asset class returns to 31 December 2023
Strong returns over 3 months

Portfolio returns to 31 December 2023
Consistent performance

m3 Month m1Year 16% 15.2%
SA Property I 16.4% 14% -
2% 12.3% 12.4% i
Developed Market Property 2 e 10 5% 12% 11.4%
8.1% 10.5% 10.6%
Developed Market Equity I 33.4% . ° . 5
8.1% 10% 9.2% 8.3% .0%
SA Bonds .. o
6.9% 8% 6.6% 0%
SA Equity . 2 0 6.2% 7.0%
SA Inflation Linked Bonds | 6%
4.9% 9
Global Bonds e 13.9% 4% 2.9% 4%
) ) 4.7% 1.9% o R
Emerging Market Equity e 15 4%, 2% I 1.3% 1.3% I
2.1% 0.5% I
SA Cash B 50% 0% - [ | [ |
Global Cash 0% ™ — 1 3 3% 3 Month 1 Year 3 Year 5 Year 10 Year 15 Year
m 10X Your Future (A)* m Peer Group mvs Peer Group
-3.0% 4.0% 11.0% 18.0% 25.0% 32.0%

Source: 10X Investments Morningstar;; * returns prior to March 2019 are those of 10X Umbrella Pension Fund

Source: 10X Investments Bloomberg adjusted for Class A fee

5-10 year expected asset class return
31 December 2023

Real (after-inflation) return expectations

m3l-Dec e Longterm ave

Global bond yields continued to fall as the market

10% .
o3% discounted a Fed pivot in the interest rate hiking cycle.

9%
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- 5.9%
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Source: 10X Investments, Bloomberg (USD) (USD) (USD)

Falling yields saw global bonds deliver sizable capital
gains over the last 3 months, reducing the long-term
return expectations from the highs at the end of October
2023. SA Bonds continue to offer appealing equity-like
returns materially higher than their long-term average.

3.2%
1.9%

DM EM

Equity Equity
(USD) (USD)

The rerating of US equity valuations continues to drag on
expected returns from global equities. Defensive assets
offer relatively attractive real returns vs their history and
compared to most growth assets on a risk adjusted basis.

10X Your Future Fund Asset Allocation Asset Allocation

31 December 2023 The overall risk positioning of the fund remains

unchanged and conservatively positioned with 67%

5% 4% = SA Equity exposure to growth assets.
= DM Equity . . .
During December we reduced the duration and size of our
" SA Bonds global bond exposure in favour of global cash as bond
= EM Equity yields fell more than 1% from the October highs, reducing
= Global Cash the long-term return outcome expected from this asset
Global Bonds class.
SA Cash

The market is discounting large interest rate cuts together
with strong earnings growth. There are risks to both
consensus views leading to a higher allocation to cash,
which is currently paying a high real yield.

= SA Property

Source: 10X Investment

Anton Eser
Chief Investment Officer

Chris Eddy
Head of Multi Asset Funds
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Disclaimer

10X Investments (Pty) Ltd is an authorised Financial Services Provider (#28250) and an Investment Manager licenced under the Financial Advisory and Intermediary
Services Act, 37 of 2002. 10X Index Fund Managers (RF) (Pty) Ltd (“10XIFM”) is registered as a Management Company under the Collective Investment Schemes
Control Act 45 of 2002, in terms of which it operates unit trust portfolios under the 10X Unit Trust Scheme, and is supervised by the Financial Sector Conduct
Authority. 10X Investments (Pty) Ltd is the appointed investment manager of 10XIFM. 10X Investments (Pty) Ltd is an approved Benefit Administrator in terms of
Section 13B of the Pension Funds Act, 24 of 1956. 10X Investments (Pty) Ltd has been mandated by the 10X Sponsored Retirement Funds (“Funds”) (including the
10X Umbrella Provident Fund and the 10X Umbrella Pension Fund) to act as Investment Manager of the Funds’ respective investment portfolios. The content and
information contained in this presentation may not be reproduced or distributed without the prior written consent of 10X. 10X has taken, and will continue to take care,
that all information provided, in so far as this is under its control, is true and correct. However, 10X shall not be responsible for, and therefore disclaims any liability for,
any loss, liability, damage (whether direct or consequential) or expense of any nature whatsoever, which may be suffered as a result of, or which may be attributable,
directly or indirectly, to the use of or reliance upon any information provided. The content and information provided in this presentation is provided by 10X as general
information about the company and its products and services, and investment performance as at the time of the presentation. 10X does not guarantee the suitability
of any information or the performance of a particular investment source. The information provided is not intended to be, nor does it constitute, financial, tax, legal,
investment, or other advice. Nothing contained in this presentation constitutes a solicitation, recommendation, endorsement, or offer by 10X, but is merely an
invitation to do business. Collective Investment Schemes in Securities (known as Unit Trusts) are generally medium- to long-term investments and the value of units
may go down, as well as up. Past performance is not necessarily a guide to future performance. 10XIFM does not provide any guarantee regarding the capital or the
performance of its Unit Trusts. Performance figures are for lump sum investments with income distributions reinvested. Where annualised performance is mentioned,
this refers to the average return per year over the period. Actual investor performance may differ as a result of the investment date, the date of reinvestment and
dividend withholding tax. Movements in exchange rates may also be the cause of the value of underlying international investments going up or down. The 10X FAIS
Disclosure as well as the Unit Trust Funds’ Minimum Disclosure Document is available on the 10X website: www.10x.co.za
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https://eur01.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.10x.co.za%2F&data=05%7C01%7Ckeagank%4010x.co.za%7Cb77c5602016342ab172208dbca5ce006%7C3c82fe9342cf4feb9721cce0fc92aad9%7C0%7C0%7C638326272472580856%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=LKZBuezk3QBlhbA7nlqiSer%2BiJrprDCwcWcCqDLm24Q%3D&reserved=0

