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Best 3 months return since May 2009

N

The second quarter of 2020 saw a rebound from the market pullback which occurred during February and March.
This was due to hopes of progress being made on COVID-19/coronavirus medical treatments as well as signs
that the worst of the global economic contraction may be behind us. Global risk assets have benefited most from
government fiscal stimuli and coordinated central bank policies to restore liquidity back to the capital markets.
With global equity and property returning 19.0% and 10.3%, respectively, the Nedgroup Investments Core
Global Fund was up 12.3% for the quarter.

The table below compares an investment in the Nedgroup Investments Core Global Fund to US bank deposits
(cash) and it Growth target over various time periods. For every $10 000 invested in the Nedgroup Investments
Core Global Fund at inception (16 November 2015), you would have $12 991 at the 30th of June 2020. This is
better than the $10 698 you would have achieved had you invested your money in US bank deposits (cash) over
the same period. The green circle in the chart below, highlights the recent market collapse, which helps to
contextualise the returns experienced in the past few years.

Value of R10,000 investment in Nedgroup Investments Core Global Fund versus US Cash’

Inception
3 Months 1 Year 3 Years 16 November 2015

Growth of fund (after fees) $11 230 $10 118 $11 411 $12 991

(Growth in %) 12.3% 1.2% 4.5% p.a. 5.8% p.a.

Growth of US Cash $10 024 $10 174 $10 584 $10 698

(Growth in %) 0.2% 1.7% 1.9% p.a. 1.5% p.a.

Growth target (EAA Fund USD $11 339 $9 983 $10 883 $12 059
Aggressive Allocation)

. 13.4% -0.2% 2.9% p.a. 4.2% p.a.

(Growth in %) ° ’ °pa opa

Fund Return versus US Cash? from inception to 30 June 2020
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Since the inception of the Nedgroup Investments Core Global Fund, it has delivered returns in excess of US
cash. However, it is to be expected that occasionally there will be periods where the Fund does not beat US

cash over 5 years. Over the long term?, a portfolio such as Nedgroup Investments Core Global Fund would have
delivered a higher return than US cash approximately 64% of the time over any 5-year period.

1. We used the ICE Bank of America 3 month deposit rate for US cash returns
2. Based on Global market returns from 1997 to 2018 (source Morningstar) using the same long-term equity allocation and fees. -
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/ﬂﬂh\ﬂ]/]_) Market euphoria after the panic

The first quarter ended grimly with global markets falling by more than 30%. This is in stark contrast to the
second quarter, which saw markets bounce back remarkably quickly. The chart below provides a good
illustration of the recovery. It depicts the relative performance of emerging markets, developed markets (MSCI
World) and developed markets excluding the US (MSCI World ex US) from 1 January to 30 June 2020.

In fact, a whole market cycle was condensed into just a few months. This is very unusual and unlike typical
market cycles which are driven by structural or cyclical changes, was driven by an event, the COVID-19
pandemic. There are a few ways in which the rapid recovery can be interpreted. One view is that the general
sentiment of investors indicates that once the ‘event’ is over all is back to ‘normal’. Other views include that the
liquidity and relief provided by governments has either artificially boosted asset prices or is expected to
successfully stimulate economic growth.

Year to date: market total returns in US Dollars
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Although both developed markets (MSCI World) and emerging markets recovered well, they have not yet
reached the same level as their peak earlier this year (in US Dollars terms). Developed markets yielded a total
return of minus 6% and emerging markets minus 11% for year as at 30 June 2020. Ordinarily, these might not
sound like great returns, but they are a vast improvement from their low in March of minus 32%.

The chart also illustrates that the difference in performance between developed and emerging markets was
primarily driven by US markets. The developed markets index excluding the US (MSCI World ex US) had very
similar performance to emerging markets. The outperformance of US markets may be attributed to positive
investor sentiment arising from the liquidity pumped into the market by the Fed in response to COVID-19.
Furthermore, the returns of the top 5 US companies greatly boosted US markets as tech stocks were favoured
by investors due to increased demand for technology during the pandemic.

Of course, the market response to COVID-19 is just one side of the coin. The other side is the economic reality
people are facing. Many countries around the world have seen a rapid rise in unemployment rates. Even the US
saw its unemployment rate leap from 3.8% in February to 13% in May, the second highest unemployment rate
since World War Il. Experts estimate that it may be as high as 20% now.

Nobody can predict how long it will take for economies and the unemployment rate to bounce back. In the
meantime, governments are doing their best to soften the blow by providing support to those most in need and
implementing measures to stimulate economic growth.
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ﬁ} Lessons from past pandemics

There is no doubt that the spread of the COVID-19 pandemic has resulted in a dual public health and economic
crisis. With 10.1 million confirmed cases and 534,000 deaths worldwide as at the beginning of July 2020, the
coronavirus pandemic has become a global tragedy unlike any other in our lifetimes. But, as historians remind
us, this is neither our first nor our most deadly war with an infectious disease (see figure below).

History of Pandemics - Source: CDC & WHO
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A look at the history of pandemics can be useful when looking for context and lessons learned from the past.
History is very positive about how economies get out of pandemics. If we go way back to the Black Death
pandemic in 1347 where one-third of the European population was destroyed, the implication was that Europe
was going to go into some trauma after. However, the opposite happened, we had the starting of the flourishing
Italian literature and printing press. The world responded incredibly positively to what was a trauma.

A look at the Russian Flu in the 1890s which killed a million people offers us the same lesson. After the pandemic
we had the age of science and mass production. Things started to speed up with several key inventions in the
1900s. Think gasoline engines, airplanes, chemical fertilizer. All inventions that helped us go faster and do more.
The ‘Spanish’ influenza pandemic of 1918-1919 was the most severe in recorded history as shown in the chart
above, affecting approximately 25% of the world’s population and killing in the order of 50 million people.
However, the reaction after the pandemic technologically was phenomenal in the 1920s, where we saw the
introduction of electricity, the radio and massive stock market boom. Inventions such as this transformed the
way people lived and communicated. When you stop and think about it, it was this industrial revolution, the
second one, that resulted in the modern world. The economics profession teaches us that in order to understand
the economy you need to understand human nature. This brings us to our first lesson, which is that when humans
get faced with something as unbelievably traumatic where the implication is to go into some trauma after the
pandemic, the speed of adoption of existing innovation trends gets accelerated which changes how we do things.

The second profound lesson to be learned is that this can end. As horrific as COVID-19 is, its death toll may not
reach the meteoric levels of the flu epidemic of 1918. Our public health systems, scientific tools and medical
supplies are far better. The coming months will no doubt be painful, but with collaborative work underway to
develop treatments and a vaccine, all we need is time.

It is understandable why investors find it hard to find context while keeping track of the unfolding news about the
COVID-19 outbreak. Every day there is new research, new reports of deaths, new policy controversies and
debates about the economy, our public health system and whether the world will ever be the same. However,
the history of pandemics offers considerable advice, but only if people know the history and respond with
wisdom. History is kind to humanity with respect to how we get out of pandemics, put simply, history in this case
teaches us that a few years after the pandemic, we will react in an incredibly positive way.
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ﬂ} The search for yield — caught between arock and a hard place

We have seen yields on developed market government bonds come down over the past 6 months as
governments bolster their balance sheet to deal with the economic fallout from the COVID 19 pandemic. The
US 10-year bond yield has dropped from 2% to 0.6% over the past year.

Investor searching for yield find themselves in a difficult position. High yield credit and emerging market bonds
offer higher yields but with their own risks. This is unlikely to change in the near term as the US Federal Reserve
has indicated that they would keep interest rates close to zero through 2022.

US Bond Yield Curve
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While many investors have increased their exposure to high yield credit and emerging markets, the strategic
weightings in the Nedgroup Investments Core Global Fund has remained unchanged. This is because the fund
was designed with reliability in mind and follows a robust long-term strategic asset allocation strategy. The Fund
holds no high yield credit but has a 2.5% exposure to global investment grade credit.

o/\/)”” Resilience through volatility

Over the past six months global markets have significant moves: The MSCI All Country World Index (MSCI
ACWI) was down by 21.3% in USD over the first quarter and up by 19.4% over the second quarter. Over these
two quarters the Nedgroup Investments Core Global Fund (UCITS) was down by 15.5% and up by 12.3%,
respectively. Over the six-month period the Fund was down by 5% compared to - 5.8% for its peer group median
and -6.3% for the MSCI ACWI.

There are several reasons why the Fund’s performance was so resilient through this volatile period. The
Nedgroup Investments Core Global Fund was designed to provide broad global exposure with no home bias
across five different asset classes (equity, listed real estate, government and corporate bonds, inflation-linked
bonds and cash). The fund offers broader diversification across and within asset classes than any of its peers.
It also offers diversification across different regions and currencies. The combination of these features and the
Fund’s low-cost structure leads to robust performance throughout different market cycles.
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E Disclaimer

Nedgroup Investments Funds PLC (the Fund) is authorised and regulated in Ireland by the Central Bank of Ireland. The Fund is authorised
as a UCITS pursuant to the European Communities (Undertakings for Collective Investment in Transferable Securities) Regulations 2011
(S.I. No. 352 of 2011) as amended from time-to-time.

This document is not intended for distribution to any person or entity who is a citizen or resident of any country or other jurisdiction where
such distribution, publication or use would be contrary to law or regulation.

Nedgroup Investment (IOM) Limited (reg no 57917C), the Investment Manager and Distributor of the Fund, is licensed by the Isle of Man
Financial Services Authority.

The Prospectus of the Fund, the Supplement of its Sub-Funds and the KIIDS are available from the Investment Manager and the Distributor
or from its website www.nedgroupinvestments.com

Nedgroup Investment Advisors (UK) Limited (reg no 2627187) is authorised and regulated by the Financial Conduct Authority.

The Fund and certain of its sub-funds are recognised in accordance with Section 264 of the Financial Services and Markets Act 2000. UK
investors should read the Appendix for UK Investors in conjunction with the Fund's Prospectus which are available from the Investment
Manager. The Fund has been recognised under paragraph 1 of schedule 4 of the Collective Investment Schemes Act 2008 of the Isle of
Man. Isle of Man investors are not protected by statutory compensation arrangements in respect of the Fund.

Changes in exchange rates may have an adverse effect on the value price or income of the product.

This document is of a general nature and intended for information purposes only. Whilst we have taken all reasonable steps to ensure that
the information in this document is accurate and current on an ongoing basis, Nedgroup Investments shall accept no responsibility or liability
for any inaccuracies, errors or omissions relating to the information and topics covered in this document.

Funds are generally medium to long-term investments. The value of your investment may go down as well as up. International investments
may be subject to currency fluctuations due to exchange rate movements. Past performance is not necessarily a guide to future
performance. Nedgroup Investments does not guarantee the performance of your investment and even if forecasts about the expected
future performance are included you will carry the investment and market risk, which includes the possibility of losing capital and not getting
back the value of the original investment.

Nedgroup Collective Investments (RF) Proprietary Limited administers the Nedgroup Investments unit trust portfolios and is rised to
do so as a manager in terms of the Collective Investment Schemes Control Act. Collective Investment Schemes (unit trusts) are generally
medium to long-term investments. The value of participatory interests (units) or the investment may go down as well as up and past
performance is not necessarily a guide to future performance. Nedgroup Investments does not guarantee the performance of your
investment and the investor will carry the investment and market risk, which includes the possibility of losing capital. Collective Investment
Schemes 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 from Nedgroup Investments. Certain Nedgroup Investments unit trust portfolios apply a performance
fee.

The total return to the investor is made up of interest received and any gain or loss made on any patrticular instrument and that in most
cases the return will merely have the effect of increasing or decreasing the daily yield, but in an extreme case it can have the effect of
reducing the capital value of the portfolio. The yield is calculated using an annualised seven day rolling average as at the relevant dates
provided for in the fund fact sheet. Excessive withdrawals from the portfolio may place the portfolio 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 portfolio that invests in portfolios of collective investment schemes, which levy their own charges, which could result in a higher fee
structure for the fund of funds. A feeder fund is a portfolio that invests in a single portfolio of a collective investment scheme, which levy its
own charges, which could result in a higher fee structure for the feeder fund.

Please note that Nedgroup Collective Investments (RF) Proprietary Limited is not authorised to and does not provide financial advice. This
presentation is of a general nature and intended for information purposes only. It is not intended to address the circumstances of any investor
and cannot be relied on as legal, tax or financial advice, either express or implied. Whilst we have taken all reasonable steps to ensure that
the information in this document is accurate and current on an ongoing basis, Nedgroup Investments shall accept no responsibility or liability
for any inaccuracies, errors or omissions relating to the information and topics covered in this presentation. Nedgroup Collective Investments
(RF) Proprietary Limited is a member of the Association for Savings & Investment SA (ASISA).
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