Investment outlook
“It’s a (tough) new world !”

Chris Hart — Chief Economist

Investmen
Soluti

Y



“It’s a (tough) new world”
A' Agenda ...

Background
 What has transpired
* Policy response & consequences

The “Tale of 2 regions”

How to respond

Conclusion



“It’s a (tough) new world”
A' US retail sales: “Falling of a cliff”
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“It’s a tough new world”
Gone global - Industrial production ...

Country US UK Japan Eurozone
Industrial -10.0% -11.4% -29.9% -12.0%
production Jan 09 Jan 09 Jan 09 Dec 08
Country China India Russia Brazil
Industrial +5.7% +2.4% -10.8% -6.2%
production Dec 08 Nov 08 Dec 08 Nov 08
Country Spain S.Korea Taiwan South Africa
Industrial -17.2% -14.1% -32.3% -11.1%
production Nov 08 Nov 08 Dec 08 Jan 09

Source: INet
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“It’s a tough new world”

US housing market ...

NAHB/Wells Fargo Housing Market Index
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“It’s a tough new world”
US unemployment ...

Source

&
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=~ “l¢'s a tough new world”

A' Vicious circle: still being reinforced ...

More bad debts,
more write-offs,
more pressure on banks

House prices
decline

Weaker
Economy
Higher
joblessness

Source: INet
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“It’s a tough new world”
A' “The bear is in the box” — Gone global ...

$ returns, 12mths for calendar 2008

Source: INet

Market Move Market Move
Nikkei -27.8% FTSE100 -49.3%
S&P500 -38.5% Australia -55.2%
MSCI -42.1% Bovespa -55.8%
Dax -42.8% Kospi -55.9%
CAC40 -45.0% Bombay -61.4%
JSE -46.9% Shanghai -63.0%

Hang Seng -47.9% Russia -76.4‘7{;‘-‘“—'
—~



o 4
) “It’s a tough new world”
A

“The bear is in the box™ — Breaking key technical levels ...
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“The bear is in the box”
A' Banks relative to S&P500 - Leading the market down ...

SP5GBNK/S&PCOMP
0.35 _ FROM 2/3/99 TO 3/3/09 WEEKLY

0.05 /
1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
HIGH 0.33 1/10/02 LOW 0.08 17/ 2/09 LAST 0.09 —
Source: Thomson Datastream
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Policy responses & consequences ...

Investmen
Soluti

Y



“It’s a tough new world” — Policy responses
The bail-outs ...

_ - Focus on infrastructure
$8 to $9 trillion pledged C— otC
Dec 2007 to Dec 2008 - Rolls out over a no. of

years

-2"9 round for TARP funds +|
- how being tapped
- More bailouts to come ?

~ $700 trillion in notional - Derivati\./e book still
' derivatives € - More pain to flo

&

$2.7 trillion already
spent
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“It’s a tough new world” — Policy responses

Rate cuts — “Pushing on a string 7" ...

Official UK UsS Japan Eurozone
Rates
Recent high 5.75 5.25 0.75 4.25
Current 0.50 0.25 0.30 1.50
Officlal Australia Canada China SOl.Jth
Rates Africa
Recent high 7.25 4.75 3.625 12.00
/
Current 3.25 1.00 1.25 10258t

il.
‘i

R
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o 4 .
“It’s a tough new world” — Policy responses

1) US budget deficit widening ...

USA FEDERAL EUDGET SURFLUS/DEFICIT $BH
Cuarterly 3521M1973-1203102008

200 - =200

T AT eI

-100 - —-100
200 - —-200
300 - —-300
410 - -0

[74]75 [76 [77 |7 |72 [20 [&1 |52 [53 [ad [B5 |56 [o7 | &6 [0 |90 [01 [0z [ 0% [04 95 [a5 [ 07 |08 |90 [00 [01 [0z [03 [04]05 [06 [07 [05 [09]
__ USA FEDERAL BUDGET SURPLUS/DEFICIT $BM (-401 )

Source: INet



~ «“ltsa tough new world” — Policy responses

A) US monetary base exploding ...

5t Louis Adjusted Monetary Base (BASE)
Source: Federal Reserve Bank of St Louis
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~ “l¢sa tough new world”

A) Sovereign credit default swaps (CDS) — US
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~ “l¢sa tough new world”

A) Sovereign credit default swaps (CDS) — Europe

GRAB Index GCDS
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The “Tale of 2 regions ” ...
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“The tale of 2 regions”
A' US retail sales: “Falling of a cliff” ...
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“The tale of 2 regions”

SA retail sales: “Can u see the difference ... ?”
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=~ “The tale of 2 regions”

A' The interest rate divide — “Can u see the difference ... ?”

Country 1-mth rate Country 1-mth rate
USA 0.34% Brazil 12.66%
UK 1.13% Russia 13.00% |
|
Euro area 1.19% India 4.65% ‘
Japan 0.38% China
Switzerland 0.18% South Africa

Source: INet



=~ “The tale of 2 regions”

A' Private Credit vs growth - Flows towards Emerging Mkts ...

Private Credi as % of GDP and Real GDP %

@ BRIC

Emerging Asia
A PacRim ex Japan

@ Emerging Markets
6 - :=FEfging EMEA @ PacRim

€@ Latin America

Real GDP

& EMEA
5 @ Americas

@ Deeloped Markets
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Source: Merrill Lynch, Investment Solutions




“The tale of 2 regions”
A' Key differences — “West vs East/Emerging Mkts” ...

« Cyclical vs Structural

* Impact of bubbles & time to recovery

e The ‘solutions”

« Debt “balloon” in the West
 The wrong “medicine ?”

f?}
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“The tale of 2 regions”
The new “carry trade” — Flows towards the EMs ...

The Japanese experience
« Zero growth + zero yield + excess liquidity -> Massive carry trade

Will the US and UK experience be any different ?7?

» Possible worse consequences, as US and UK have negative external
balances

US and UK measures, reinforced by Japan could flood the world ‘
with liquidity trying to escape zero yield and zero growth

Consequences :

 Weakness in both the dollar and pound il
* Developed world and EM decoupling possible %, '



“The tale of 2 regions” — Implications ...
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“The tale of 2 regions”
A' Recovery time-lines — Regional ...

Shape of

[lecovery

Emerging Markets
(Cyclical)

12 Years 3 or More Years

Time Period

Eurozone

(Banking)

US, UK
(Banking and Property)

More than 3 Years
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“The tale of 2 regions”
A ' Recovery time-lines — EM vs Developed — expect to diverge ...
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=~ “The tale of 2 regions”

A' Emerging markets vs MSCI — out-performing again ...

—

Source: INet
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7 “The tale of 2 regions
A

Gold likely to continue to out-perform — Good for SA ...
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“The tale of 2 regions”

A' Recovery time-lines — The rand ...
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How to respond ...
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“Its a tough new world”
Opportunities — “Refugee vs Entrepreneur”

* Do you see cup as “half full or half empty” ?

* There are always opportunities — BUT within the correct
perspective ie.
 |tis tough out there (& likely to worsen)
* This is a multi —yr bear market - tho primarily in the West |
* Avoid debt, excess risk, rash responses ... ‘

* The ones who survive WILL be much stronger & huge .1
winners il
* One needs to invest for the future ! '

.



FAIS-compliance statement
A' FAIS licence number 711

Investment Solutions Limited is a licenced financial services provider in
terms of Section 8 of the Financial Advisory and Intermediary Services
Act, 37 of 2002, as amended. Any information in this presentation relating
to any financial product:

Serves merely as a display of promotional material relating to such
financial product

|s a factual and objective description of such the financial product

Does not constitute an express or implied recommendation,
guidance or proposal that any particular transaction in respect such
financial product is appropriate to your particular investment
objectives, financial situation or particular needs

Is not advice as contemplated in the Financial Advisory and

Intermediary Services Act .

Investment Solutions Limited shall not be liable for any damage oriess— =
suffered resulting from any action taken by any person based op_this
presentation or any discussions relating thereto. L



