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ALEXANDERFORBES FAIS COMPLIANCE STATEMENT

Alexander Forbes Investments Limited (registration number 1997/000595/06) I1s an authorised Financial Services Provider (FSP711), in terms of Section 8 of the Financial Advisory and
Intermediary Services Act 37 of 2002 (FAIS Act), as amended. Alexander Forbes Investments Limited is a registered long-term insurer (Long-term insurance licence number: 00018/001),
and pension fund administrator (Pension fund administrator number: 24/217).

= Alexander Forbes Investments Limited is licensed in terms of Category | (advice & non-discretionary intermediary services), Category |l (discretionary intermediary services) and Category
IIA (Hedge Fund FSP).

= Alexander Forbes Investments Limited is authorised to provide financial services in respect of the following financial products:
o Long-term Insurance: subcategory B1; subcategory B1-A; subcategory B2; subcategory B2-A; subcategory C;
o Retail Pension Benefits;
o Pension Fund Benefits (excluding retail pension benefits);

o Securities & Instruments: shares; money market instruments; debentures & securitised debt; warrants, certificates or other instruments; bonds; derivative instruments excluding
warrants;

o Participatory Interests in Collective Investment Schemes;
o Long-term Deposits;

o Short-term Deposits;

o Structured Deposits;

o Participatory interest in a hedge fund;

o Category IIA-Hedge Fund FSP.

= Alexander Forbes Investments Limited may not request or induce a client in any manner to waive any right or benefit conferred on the client by legislation or accept or act on any such
waiver.

= The information contained in this presentation in respect of any product is factual information and does not constitute financial advice as contemplated in section 1 of the FAIS Act.
No guarantee is provided.

= Opinions and views expressed on various issues such as, but not limited to, economic, legal or regulatory overviews during this presentation should not be construed as advice nor should it
be construed as express or implied recommendations, guidance, or proposals that any particular transaction in respect of a product is appropriate for your particular investment objectives,
financial situation, or particular needs.

o Therefore, the opinions expressed during this presentation should not be relied on for the purposes of making any financial, investment or other decision and you should consult with your
own independent expert advisor, such as an economist, legal or tax advisor or financial services provider, before entering into any transaction.
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ALEXANDERFORBES FAIS COMPLIANCE STATEMENT

= Certain divisions within Alexander Forbes Investments may have been appointed by the client to furnish advice to the client.
o A portion of this presentation may deal with the advice furnished by the relevant division within Alexander Forbes Investments;
o The individual giving this presentation is not necessarily part of that division;
o Any advice and/or recommendation is not advice and/or recommendation of the presenter, but of the division within Alexander Forbes Investments, authorised to provide the advice;

o Reliance should not be placed on the information in this presentation, but rather on the official report containing the advice.

» Alexander Forbes Investments holds professional indemnity and fidelity insurance cover, in excess of the minimum requirements stipulated in the General Code of Conduct and Board Notices
to the FAIS Act.

= Any information disclosed to the authorised representatives in their professional capacity will be treated as confidential and will not be disclosed to third parties without written consent,
unless the disclosure of such information is required in the public interest or under a particular law.

= The Conflicts of Interest Management Policy is available on the Alexander Forbes Investments website (www.alexanderforbesinvestments.co.za). Portfolios managed by Alexander Forbes
Investments may include investments of associate companies. Alexander Forbes Investments may provide investment services to clients who receive other investment services from
associated companies. Alexander Forbes Investments Holdings Limited is a wholly-owned subsidiary of Alexander Forbes Limited. The company structure is available upon request.

» Alexander Forbes Investments aims to treat all customers fairly. The Complaints Policy is available on the Alexander Forbes Investments website (www.alexanderforbesinvestments.co.za).
Complaints should be addressed to our Contact Centre at 0860 333 316.

= Alexander Forbes Investments has a FAIS Compliance Department which can be reached at zzAFInvestCompliance @aforbes.com or +27 (0)11 505 6000.

= Alexander Forbes Investments shall not be liable for any damage or loss suffered resulting from any action taken by any person based on this presentation, information provided in it or any
discussions relating to it.

= This presentation was created for the sole purpose of the Retirement Matters Seminar 2020. The information contained herein does not in any way constitute advice of any kind.
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. COUNTRIES, COMPANIES, INDIVIDUALS

ALEXANDERFORBES NEED TO MAKE TRADE-OFFS

There are no solutions,

only trade-offs...

Thomas Sowell,
Stanford University



ALEXANDERFORBES

DC FUNDS ARE DOMINANT SOURCE OF RETIREMENT PROVISION

12%

1983

Retirement funds by type

1.4%

10.3%

88.3%

= DB DC Hybrid
Over 2 700 active retirement funds

Source:

73%

Proportion
of DC funds

2016

Center for Retirement Research at Boston College, An Issue in Brief, October 2017, number 17-18.

Membership of funds

197 000 2 536 000
members  — —— members
13 490 000
members
EDB DC Hybrid

Over 16.2 million members across all funds

Source: FSCA, September 2019. Excludes GEPF and other government funds

Assets held in funds

142.1
billion 394.6

billion

2 049.2
billion

mDB DC Hybrid
Over R2.5 trillion in financial assets



ALEXANDERFORBES

HOW ARE DC FUNDS DOING?

THE RETIREMENT FUNDING CRISIS

38%

Proportion of active members
with total service > 35 years

at retirement

Proportion of active members over
the age of 55 with total service

> 35 years at retirement
2%

Source: Alexander Forbes Member Watch™ database

retirement

outcemMmes

15%

Proportion of active members with
> 35 total years service and with an

expected replacement ratio > 75%

Proportion of active members over
the age of 55 with expected

replacement ratio > 75%

8%



WHAT IS GOING WRONG?

ALEXANDERFORBES OBSERVED BEHAVIOUR THAT ADDS TO THE PROBLEM

OBSERVED BEHAVIOUR:

Insufficient Inadequate Investment Behaviour
Preservation Contributions
W R R
R




——— WHAT IS GOING WRONG?
ALEXANDERFORBES OBSERVED BEHAVIOUR THAT ADDS TO THE PROBLEM

Insufficient Preservation

PRESERVATION RATES BY INDUSTRY

Construction

Energy

Fishing, forestry and agriculture
Manufacturing

Mining

Personal services

Professional and business services
Public services

Retail, wholesale and hospitality
Transport and telecommunication

Unclassified

Source: Alexander Forbes Member Watch™ database




ALEXANDERFORBES OBSERVED BEHAVIOUR THAT ADDS TO THE PROBLEM

® Average member Average employer
contribution contribution

= 50% 9.2%
Total average to
~ Average total contribution ] 42% retirement fund

Average f.expe.n-ses — 3 30/
(death, disability and administration cost) . o

Source: Alexander Forbes Member Watch™ database
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ALEXANDERFORBES

NUMBER OF MEMBER SWITCHES

12
11
2 I I

19

1

WHAT IS GOING WRONG?
OBSERVED BEHAVIOUR THAT ADDS TO THE PROBLEM

IMPACT OF SWITCHING FROM EQUITIES TO CASH

R85

R80

R75

02-Jan 23-Jan 13-Feb 05-Mar 26-Mar 16-Apr 07-May  28-May 18-Jun

23-Mar  24-Mar  25-Mar

Source: Sample Fund Data

26-Mar

27-Mar

30-Mar

06-May  22-May Remaining Invested  =====Member Switch



ALEXANDERFORBES

COMPETING NEEDS

How much
should | save?

How am | I've resigned -

Is the hassle
to preserve
worth it?

How much can

| spend on a afford school

Retired! Finally |
can go on that
overseas
holiday! And pay
off the house!




Y ARE MEMBER DECISIONS WELL INFORMED?

ALEXANDERFORBES WHAT RETIREMENT BENEFIT DOES A DC FUND PROVIDE?

Sustainable income flow,
not the stock of wealth,
IS the objective that counts
for retirement planning.

Robert C. Merton, ,,
Nobel Laureate in Economic Sciences



Y ARE MEMBER DECISIONS WELL INFORMED?

ALEXANDERFORBES CONSEQUENCES MUST BE UNDERSTOOD

Members may understand the simple
savings features of a
defined contribution fund,
but not understand the ultimate
retirement income benefits these
savings relate to.



T HOW TO INFORM DC FUND DECISIONS?

ALEXANDERFORBES THE CASE FOR AN INDIVIDUAL INCOME FOCUSSED APPROACH

Traditional Defined Contribution What we ought to be doing...
®
; Personalised
Generic Focus on Consistent
MR Lump sum communication retirement income investment c;r?lrr?litrsli?:t?on
Poor member engagement and understanding Make the Fund’s objective and operation

understandable, relevant and differentiated
from other savings



HOW TO INFORM DC FUND DECISIONS?

ALEXANDERFORBES THE CASE FOR AN INDIVIDUAL INCOME FOCUSSED APPROACH

We can
manage DC funds around members specific

retirement income goals



. INCOME FOCUS - THE GOLDEN THREAD...
ALEXANDERFORBES FOR TRUSTEES AND MEMBERS

e

Focus on
retirement income

P Inform members of levers

under their control when

clearly articulate
they make decision &

he f y i I
the fund’s main goa trade-offs

* To members

» To trustees » Contribution levels

+ Early retirement

Invest appropriately to « Preservation

target the income goal

* Appropriate mix of growth &
de-risking strategies



ALEXANDERFORBES

Focus on

levers under
member
control

FOCUS ON CONTROLLABLE LEVERS




HOW TO DRIVE BEHAVIOURAL CHANGE?
ALEXANDERFORBES WEARING A MASK

€he New York Times

There Are 3 Things We Have to Do to Get
People Wearing Masks

Persuasion works better than compulsion.




HOW TO DRIVE BEHAVIOURAL CHANGE?

ALEXANDERFORBES WEARING A MASK

FROM EFFORTFUL FROM UNCLEAR FROM UNCONVENTIONAL
TO EASY TO UNDERSTOOD TO EXPECTED




HOW TO DRIVE BEHAVIOURAL CHANGE?

ALEXANDERFORBES TO SAVE FOR AN INCOME IN RETIREMENT
EFFORTFULL EASY
» [fafundisrun as savings account it is = Seft personal retirement income goals
easier to utilize it as one. as the default fund strategy
» Difficult to target anincome in =  Easy for members to position the
retfirement purpose of the fund.

withoutborders @

FROM EFFORTFUL
TO EASY

FREE FACE MASK DISPENSER




ALEXANDERFORBES TO SAVE FOR AN INCOME IN RETIREMENT

Direct, personal communication Regular status updates

Communicate to members clearly,
COVID-19 STATISTICS IN SA regularly and in personal terms on:

vy 5N

— =

2730812 434 200 263 054 6 655 12204

TESTS POSITIVE CASES TOTAL TOTAL NEW
CONDUCTED IDENTIFIED RECOVERIES DEATHS CASES

SATURDAY ) * Progress or lack there off

25

2020 e So that they can understand the

impact of different frade-offs

» Target retirement income goal

Coronavirus is real. Wear a mask when in
public (buying essential food & medicine)
to stop the spread of the disease. Msg
from Government

Fri, 24 Apr

Don't panic 82% of COVID-19 cases are
mild: slight fever, fatigue & a cough. Most
can stay at home & get better. A msg from
Government

Why stay home? Coronavirus spreads when
we come into contact with those infected.
Practice social distancing. A msg from
Government.

UNALLOCATED
CONFIRMED CASES: 50

Clear explanation of logic...

South Africans are a people who come
together & unite at moments of great crisis.
Together we can beat this. A msg from
Government.

Thu, 30 Apr, 14:1

Thank you for obeying the rules & keeping

FROM UNCLEAR B
TO UNDERSTOOD




. HOW TO DRIVE BEHAVIOURAL CHANGE?

ALEXANDERFORBES TO SAVE FOR AN INCOME IN RETIREMENT

=  Current DC fund system norms are:
» To focus on a fund credit and related short term investment returns
=  For members to cash in retirement savings when they get the chance

= Can we change the system norms to:
= To focus onretirement income benefit targete
» Toimprove member engagement and informed responsible decision in respect of
retirement savings?
= Can it become the norm to use DC funds to provide for retirement income rather
than withdrawal benefits?

FROM | \ - ' -
UNCONVENTIONAL O
TO EXPECTED o

even where there had been the most resistance...



HOW TO DRIVE BEHAVIOURAL CHANGE?
ALEXANDERFORBES ALLIGNED WITH DRAFT CONDUCT STANDARD

A benefit projection is an important tool in
monitoring whether a pension fund member is
saving enough for retirement.
Projections assist in managing the expectations
of members of a pension fund and influencing
their behaviour by providing members with
information regarding realistic expectations
of their future retirement benefits and the
potential effect of retirement decisions.

/\ FSCA

Financial Sector
Conduct Authority




ALEXANDERFORBES

Funds are well
positioned to get members

to focus on the
right income metric

and to

make better decisions



