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Market review

Equity markets performed well during the quarter considering the negative headwinds, which in preceding years would have resulted in sharp falls in
risk appetite. Developed markets (4.9%) outperformed the emerging market composite (2.1%), despite a 9% drop in Japanese equities in March and
a 6% weaker close over the quarter.

Local equities mimicked global market volatility, recovering January’'s losses and ending the quarter marginally higher (1.1%). Resource counters
performed best, with Sasol, the only oil & gas producer constituent in the index, rising 13.1%. Diversified miners closed 3.2% higher while paper
stocks added 15.5% over the period. Platinum stocks lost 10.5%. Both the industrial and financial sectors underperformed the broader market, closing
down 0.3% and up 0.7%, respectively. Again, there was substantial dispersion amongst the various sub-sectors, with construction (-25%), food
producers (-4.3%) and pharmaceuticals (-11.5%) underperforming, while mobile telecommunication (3.9%), life insurance (6.4%) and industrial metals
(14.5%) enjoyed strong returns.

Local bonds traded weaker over the quarter, with the All Bond Index losing 1.6%. The yield curve has continued to steepen, while inflation concerns
both globally and at home have been more pervasive. The firm rand has offset gains in oil prices for now, while food prices, rising at producer level,
have not been passed on to consumers. Listed property, highly sensitive to the bond market, also gave up some of its 2010 gains, closing 2.2%
weaker. Commercial property fundamentals remain under pressure, though highly dissimilar across regions and asset type. A recovery in growth,
coupled with a lagged onset of new supply, will lend support to the market over the next year. Cash, as measured by the STeFl, provided a steady
1.4% over the quarter.

Portfolio review

The portfolio had a very strong first quarter in both absolute and relative terms. Our defensive positioning enabled the portfolio to advance, while most
asset classes moved sideways for the quarter.

We maintained an extremely high cash weighting as a direct consequence of the dearth of attractive investment opportunities in the domestic market.
Our local equity weighting remains below average due to a significant hedge. The hedged equity position added great value as our underlying equities
significantly outperformed the market. The main contributors were Sasol, Harmony, MTN, Steinhoff and SABMiller. In addition, our lack of exposure to
the construction and platinum sectors added value.

Portfolio activity

Our positioning remains virtually unchanged with minimal activity over the quarter. The portfolio's cash holdings are high and we are well positioned to
take advantage of future opportunities.

Portfolio positioning

The portfolio’s equity weighting remains high on a gross basis, while the net domestic equity weighting is significantly below average as a result of
stock market hedging. We remain defensively positioned in domestic equities. Local equities are fairly evenly split across broad sector lines and
comprise a select group of stocks that we continue to believe should outperform the broader market over the medium term. In aggregate, the
composition of our underlying domestic equities remains significantly different to the market index. Correlations are declining and valuations are more
relevant to market participants. This bodes well for future returns. Recent trends are very encouraging for our typically contrarian and valuation-
conscious approach. Our current positioning is premised on the following key views:

e  We are not prepared to accept risk at this juncture. Valuations do not adequately compensate investors for their investment risk and we are
intentionally maintaining the ‘anti-risk’ composition of the portfolio.

e  The domestic equity market is overvalued and overbought, offering only speculative merit for market participants willing to embrace price
momentum.

. Domestic equities have seen a synchronised upswing since the March 2009 lows, resulting in a lack of individual stocks that meet our strict
criteria of absolute undervaluation.

e  We are content to hold cash, despite it being universally despised. We remain confident that attractive opportunities will emerge when the
current risk binge comes to an end.

We are once again at odds with the consensus opinion as reflected in recent asset price movements. Such a view suggests that embracing risk is the
correct way to be positioned and that it is pointless to fight the flood of liquidity that will engulf markets in the medium term. We do not share this view,
as reflected in our current portfolio positioning.

In summary, we retain a dramatically reduced exposure to risk assets and our underlying equity holdings have a quality and defensive bias. The
fundamental reasons for our positioning remain intact. We would require a significant decline in risk assets or strong evidence of a sustainable
earnings recovery, to change our view or the composition of the portfolio.

We anticipate increasing our bond weighting into price weakness, as higher inflation expectations and global yield pressures present a headwind in
the medium term. We maintain our low (and hedged) domestic equity weighting and would only change our positioning if value returns to the market.

Collective investment schemes in securities (unit trusts) are generally medium to long term investments. The value of participatory interests (units) may go down as well as up and past performance is not necessarily a guide to the

future. Fluctuations or movements in exchange rates may cause the value of underlying international investments to go up or down. Unit trusts are traded at ruling prices and can engage in borrowing and scrip lending. Forward

pricing is used. Quantifiable deductions are the initial fee whilst non-quantifiable deductions included in the net asset value price may comprise brokerage, MST, auditor's fees, bank charges, trustee and custodian fees.

Commissions and incentives may be paid and if so, would be included in the overall costs. A schedule of fees and charges and maximum commissions is available on request from the company/scheme. If required, the portfolio

manager may borrow up to 10% of the market value of the portfolio to bridge insufficient liquidity. Unit trust prices are calculated on a net asset value basis, which is the total value of all assets in the portfolio including any income f| \
accrual and less any permissible deductions from the portfolio. Different classes of units apply to the fund and are subject to different fees and charges. Fund valuations take place at approximately 16h00 SA time each day. Y,I}

Purchase and repurchase requests must be received by the Manager by 16h00 SA time each business day. Performance figures are based on lump sum investment (if applicable). This portfolio may be closed in order to be n Ve S t e C
managed in accordance with the mandate (if applicable). Please note that with effect from 1 February 2009 the annual management fee on B class units increased by 0.285% (incl. VAT). The risk profile is a measure of volatility, i.e.

how the absolute return of the fund varies. Note that there are other risks in the fund, which are not reflected in this rating. *The TER shows the percentage of the average Net Asset Value of the portfolio that was incurred as

charges, levies and fees relating to the management of the portfolio. A higher TER ratio does not necessarily imply poor return, nor does a low TER imply a good return. The current TER cannot be regarded as an indication of the Asset Mana gemen 1
future TERs.

A copy of our performance fees FAQ is available at www.investecfunds.co.za. Investec Fund Managers SA Ltd is a member of the Association for Savings & Investment SA.

Qut of the Ordinary®



