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‘ Portfolio Manager V Head: Portfolio Solutions

Jako de Jager has 13 years” investment industry experience and After graduating from the University of the North West in 2005
started his career at mCubed Capital, which later became with an MSc in Quantitative Risk Management, Eugene joined
Advantage Asset Management. His current responsibilities the Advantage Asset Management team as a quantitative
include  overseeing portfolio  management  activities, research analyst. Eugene also has a strong actuarial
participating in product development as well as investment background and is still actively pursuing his studies in Actuarial
manager research. Apart from managing one of the company’s Science. Since 2007, Eugene has been the portfolio manager on
flagship portfolio ranges, Jako has been instrumental in the absolute return portfolios within the company as well as all
developing and implementing new and exciting local and global fixed interest portfolios. During this tenure as portfolio
investment strategies. manager, he also managed large bespoke client solutions. He
Managed portfolio since 01 Jan 2014 was promoted to head of quantitative research in 2011 and, in

the subsequent year, promoted to head of research at
Momentum Manager of Managers. In 2016, Eugene was
promoted to head up the Portfolio Solutions team, responsible
for the portfolio construction, implementation and management
of the outcome-based philosophy in the multi-asset client
solutions. Currently Eugene is the Deputy Chief Investment
Officer at Momentum Investments.

Managed portfolio since 01 May 2016

@ Managers view

Economic overview

The world economy continues to expand, but there are increasing signs that momentum in growth appears to be fading. The global
expansion is set to slow further in 2020, as high levels of public debt limit the ability of major advanced economies to counteract a
slowdown with fiscal stimulus. Regardless of firm macro fundamentals, the US Federal Reserve pivoted towards a more dovish stance in
the past quarter, with its reaction function placing more emphasis on elevated global political and economic risks.

The recent coordinated dovish U-turn in monetary policy in major advanced economies, expected near-term Dollar weakness and a
pause in trade war rhetoric should lead to an improvement in sentiment towards emerging markets (EMs], but a rise in anti-globalisation
politics, the reduced pace of growth in global liquidity and elevated debt-servicing costs for EM corporates continue to pose downside
risks.

The damaging effects of electricity constraints on confidence and output have prompted a downward adjustment to Momentum
Investments’ forecast for real growth in South Africa (SA) for 2019. A modest improvement is expected in the medium term on the back of
some regulatory and governance reform. The positive downward trajectory in inflation expectations and weaker-than-expected growth
outcomes likely lower the pressure on the SA Reserve Bank (SARB) to maintain a tightening bias. However, the hurdle to interest rate
cuts remains high, given the SARB’s intention to drive inflation expectations closer to the midpoint of the target band, while looser fiscal
policy further encumbers the SARB's ability to run a more accommodative stance on monetary policy.

Portfolio overview

The portfolio delivered a return of 2.1% and 7.9% for the quarter and year to 31 March 2019 respectively. The quarter’'s return was
primarily driven by the compression of credit spreads, a trend that has persisted over the last few quarters. The portfolio thus benefits
not only from the income but also from capital gains derived from lower spreads. From an opportunity set perspective, there were limited
credit issuances throughout the last year mainly due to the lack of supply from issuers as well as increased demand for credit
instruments. During February 2019 trading volumes in credit in both the primary and secondary markets started picking up. Portfolio
managers have continued to favour the more defensive sectors where valuations still look fair.

Bond yields rallied by 20 basis points across the curve for the quarter, but there was a fair amount of inter-period volatility. Bonds (ALBI)
delivered 3.8% and Inflation-linked Bond's (IGOV] returned a mere 0.5%, yet again underperforming cash. Cash (STeFl] delivered 1.7% for

the quarter, slightly worse than the previous quarter and listed property returned 1.5%.

The portfolio marginally underperformed its return objective of STeF| plus 1%, returning 7.9% versus 8.2% for the past 12 months. The
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peer group average returned 7.3% over the same period. Fairtree relies mainly on credit and managed to meet the required rate of
return on a consistent basis, whilst Prescient generated excellent returns through their investments in domestic preference shares and
foreign liquid funds, especially over the last quarter. Granate also managed to beat the benchmark on a consistent basis through active
duration management and longer dated money market instruments. The diversified strategy employed by Prudential managed to achieve
benchmark in the last quarter but struggled over the past 12 months, mainly due to a high exposure to local bonds as this asset class
underperformed cash by a substantial margin.

Over a three-year period, the portfolio underperformed its stated benchmark by 40 basis points on an annualised basis, but managed to
outperform the peer group average by more than 55 basis points per annum. The revised strategies implemented in the last quarter of
2017 should continue to increase the probability of achieving the return objectives over a rolling 36-month period. The risk objective of
the portfolio is not to have any negative returns over a one-year rolling period and this has been achieved on a consistent basis.

The bulk of the exposure of the portfolio is in local fixed interest, local cash and shorter-dated floating-rate notes. The total foreign
exposure is still well below 10%. The portfolio has a high exposure to credit, and this contributed positively to the return. The exposure to
local bonds also benefitted the portfolio, but local property detracted slightly from the total return, as these asset classes yielded 3.8 %
and 1.5% respectively for the last quarter.

Portfolio positioning

The portfolio is currently exposed to the following strategies: Credit and alternatives (30.0%), duration and credit (26.4%), diversified
strategy global (21.1%) and diversified strategy local (22.5The portfolio is currently exposed to the following strategies: Credit and
alternatives (30.1%), duration and credit (26.5%), diversified strategy global (20.8%) and diversified strategy local (22.6%).

Facts and figures

pe

Holdings
Q12019 Q4 2018
Asset type allocation (%) Asset type allocation (%)

B Foreign Bonds 2.05 B Foreign Bonds  4.94

W Foreign Cash/Money Market  -1.72 B Foreign Cash/Money Market  -0.80

B Foreign CIS (Glbl Interest Bearing)  6.24 B Foreign CIS (Glbl Interest Bearing)  1.45

B SABonds 47.60 B SABonds 45.26

B SA Cash/Money Market  37.17 B SA Cash/Money Market  38.84

SACIS (SA Interest Bearing)  5.94 SACIS (SA Interest Bearing)  7.70

W SAEquity - Pref Share  1.09 W SAEquity - Pref Share  1.09

B SA Equity (Real Estate) 1.63 B SAEquity (Real Estate] 1.53
Top holdings (%) Top holdings (%)
Fairtree Global Flexible Income Plus D 4.80 Prudential High Interest B 3.86
RECV JB3MTH 300919 3.07 Prudential Corporate Bond B 2.84
Prudential Corporate Bond B 2.85 RECV 8.48% 260821 1.53
Prudential High Interest B 2.09 UBS 8.3083% 050120 1.34
Prescient Flex Global Income (ZAR) D 1.33 Prescient Flex Global Income (ZAR) D 1.34
SNTO04 9.25000% 270622 1.16 SNTO04 9.2500% 270622 1.20
FRB16 10.6500% 080720 1.15 FRB16 10.5170% 080720 1.18
Prudential Income B 0.99 Prudential Income B 0.99
LBK23 9.40000% 050922 0.98 INT 11.6670% 070422 0.98
INT 11.8000% 070422 0.95 OMI0T 9.1150% 221122 0.90
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Performance
Returns (%) One year returns (%)
W Fund M Benchmark B Fund B Benchmark
10%: 12%
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Cumulative for all periods less than 1 year, annualised for all longer periods. Cumulative returns ending 31 March each year.

Fund: Momentum Diversified Income Fund Class B1 [Inception 1 March 2012)
Benchmark: STeFl + 1% p.a.

Performance: All portfolio performance is calculated for a portfolio/portfolio class. Individual investor returns may differ as a result of fees, actual date(s) of
investment, datels) of reinvestment of income and withholding tax. All portfolio performance shown is net of the Total Investment Charges (TIC) but excludes
any initial or ongoing advisory fees that may, if applicable, be charged separately. Annualised returns, also known as Compound Annualised Growth Rates
[CAGR], are calculated from cumulative returns; they provide an indication of the average annual return achieved from an investment that was held for the
stated time period. Actual annual figures are available from the Manager on request. All portfolio performance figures quoted [tables and charts where
present] are as at 31/03/2019, based on a lump sum investment, using NAV-NAV prices with income distributions reinvested on the ex-dividend date.
CPI/Inflation figures, where present, are lagged by one month. Cash figures, where present, are STeF| Composite Index returns. All figures quoted in ZAR.
Source: Morningstar and/or Momentum.

Information
Display Name R 1.73 billion
. Cost Ratios as at 31 December 2018 FYE Price, Participatory Interests and AUM
Class Status D|re§t . . . MDD
Retail | TER  PF TC TIC From 1Y TER| TER |NAV Price Units Size
(%) (%) (%) (%) (%) (%) (cpu) inissue (Rands)
B1 Open No 1.19 0.01 1.21 1Jan2016 116 | 1.16 1512.29 49,331,572 746,037,322 ﬂa‘
B2 Open No 1.54 0.01 155 1Jan2016 1.56 | 1.56 1510.81 3,346,339 50,556,700
B3 Open No | 0.04 0.00 0.01 0.05 1Jan2016 0.02 | 0.02 1516.37 3,305,075 50,117,178
B4 Open No | 2.46 0.01 247 1Jan2016 2.47 | 2.47 1507.39 2,658,853 40,079,349
B9 Open No | 0.67 0.01  0.69 1Jan2016 0.68 | 0.68 1514.04 4,501,966 68,161,405
B10  Open No | 0.03 0.01 0.05 1Jan2016 0.02 | 0.02 1516.35 16,703,524 253,284,454
B11  Open No | 0.41 0.01 042 40ct2016 0.40 | 0.40 1514.90 11,435,475 173,235,990
C1 Open No | 0.73 0.01 0.74 1Jan2016 0.72 | 0.72 1513.72 22,711,402 343,786,348

Class, Status, Direct Retail: A portfolio may have multiple classes, each of which may be open or closed to new investment, not all classes of a portfolio are
available for direct retail investment as the different classes may be designed for/accessible to different investor types.

Cost Ratios: The Total Expense Ratio [TER] is the percentage of the net asset value of the class of the Financial Product incurred as expenses relating to
the administration of the Financial Product. A higher TER does not necessarily imply a poor return, nor does a low TER imply a good return. A current TER
may not necessarily be an accurate indication of future TER's. The disclosed TERs are shown as an annual percentage based on data for the period from
the date shown to 31 December 2018. The Transaction Costs Ratio [TC] is the percentage of the net asset value of the Financial Product incurred as costs
relating to the buying and selling of the assets underlying the Financial Product. Transaction costs are a necessary cost in administering the Financial
Product and impact Financial Product returns. The TC should not be considered in isolation as returns may be impacted by many other factors over time
including market returns, the type of Financial Product, the investment decisions of the investment manager and the TER. The disclosed TC is shown as an
annual percentage based on data for the period from the date shown to 31 December 2018. The Total Investment Charges (TIC] is the sum of the TER of the
relevant class and the TC of the Financial Product and is shown as a percentage depicting the annual costs relating to the investment of the Financial
Product. Cost ratios are calculated using historical actual and/or estimated data and are provided solely as an indication/guide as to the annual
expenses/costs that could be incurred. These ratios do not represent any current/actual charges or fees.

FYE: The disclosed Financial year end TERs [total expense ratios) are shown as an annual percentage based on data for the 1 year period to 30 June 2018.
Price, Participatory Interests and AUM: Data as at 31 March 2019

MDD: CIS regulations require a minimum disclosure document (MDD] to be compiled for all CIS portfolios, which must be viewed by an investor at point of
sale. A link to the MDD that corresponds to the date of this QIR has been provided in the table above [for the relevant class of the portfolio] and we
recommend that you review the MDD for further details on this portfolio.
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Important information

Disclosures

Portfolio
Momentum Collective Investments (RF] (Pty] Ltd [the "“Manager”], registration number 1987/004287/07, is authorised in terms of the
Collective Investment Schemes Control Act, No 45 of 2002 (CISCA] to administer Collective Investment Schemes (CIS]) in Securities. The

Manaier is the manaier of the Momentum Collective Investments Scheme, and MMl Holdinis | td is a full member of the Association for
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