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The LDI Challenge



Transformation in the SA LDI| Market

Dominated by Large Insurance Companies

2 to 3 medium to large sized Investment Managers exist

As at 2021 there were only 2 BEE LDI Fund Managers®

Prowess Investment Managers was one of the first LDI Black Asset Managers

*Source: 27four BEEconomics Annual Transformation Survey 2021



South African LDI Market - Barriers to Entry

Gatekeeping fromconsultants ¢ ﬂ

LDI solutions are
complex and very few
funds are able to
implement solutions
without the assistance

Stickiness of solutions

Limited opportunities for new
managers once a manager has
been allocated a mandate

of consultants.

Difficult to get an
opportunity to
challenge the existing

players

@(« LDIComplexity and
requisiteskills
LDI solutions are complex requiring a

blend of actuarial and portfolio
management sKkills.

Difficult for managers of third-party
assets to build up a team with the
requisite skills

Low feeson LDl mandates

Fees on LDI mandates are
relatively low requiring a
high asset base for the
business to be viable



Our LDl Journey



DI Journey _I-P

Having a mulfi-skilled
and experienced fixed
income investment
team together with an
LDI system that can
model a wide range
of liability profiles is at
the heart of any LDI
solution

Our LDI Journey Internally developed The LDI system has Additional resources » LDI portfolios went

started in 2018 funded and supported LDI been used to manage added over time to live in November

by an Enterprise System is fully “Dummy” LDI build up the LDI 2023

Development Grant operational portfolios for more capability - Continue growth
than 2 years - «  Head of LDI journey

Outperforming the

. . git
liability benchmark senior Credi

analyst

* Senior Quantitative
analyst

o o o o o

Source: Prowess. Data @ September 2024




Prowess LDI capability highlights _I-P

Transformed and
People Systems Empowered investment Customised solution
Manager

15 Year track record in
fixed income portfolio
Management with a
strong Ethos on Risk

Competitive system that
IS build inhouse for LD

oortfolio management

We want to partner with you to structure a solution based on your needs

Source: Prowess, September 2024



e holds the
nvestment
s acumen
rating trar sformation.
STk ”f invaluable industry experience
and expemsxi in varic Portfolio Management strategies
including L , Uedu ~<\5R Mlanagement De\/@\uhm m
Finance 3 Business [ ,m\t;pm: t oS
”\Mamd industry bodies in which she has
added value strategically and through active involvement.

Industry Experience: 28 ye
Years at Prowess: |4 years

“
Qualifications
BCom. (Economics & Finance Majors), BCom. University
of the Western Cape
Honours: Financial Analysis & Portfolio. University of
/‘a pe Town
Management, INSETA Leadership Advancement
::\omg
ory Examination: Key Individual (RE3)
Ur] Examination: Key Individual (RET)
atory Examination: Representative (RE5)

Previous Work Experience includes

ve experience in the r
a wide ramge of inst
Insurance companies
s a\::o espon sible tc
‘po*mmtauw JUJ“S for retireme
Industry Experience: 16 years
Years at Prowess: 1.5 years

Qualifications

CFA Charter hold
Financial R\\k Mqr

es Market Tr

"\,W:,*ACMJEHC

“ience — Actuarial Science e

Previous Work Experience includes

Jacques, with a fixed income L a k round at Metropolitan

since 1998, brings extensive e in trading,

guants,

and model building. His po'tfu io management spans

Southern African regions, managing fixed income
currencies like Namibia, Botsw /aziland, and
Jacques
multiple domiciles, handling STEFI, ALBI, a

'

excels in *)r“—bﬁ\e'wc:—skﬂr portfolios

e assets in

Lesotho
across
nd LDl

mandates. While contributing to research for ALB\/S'EF\

investment views, his primary focus remains on on-
sheet investments

Industry Experience: 26 years
Years at Prowess: 6 years

Qualifications

B.Econ (Economics
Honours, Maste Economic
egulatory Examination: 4@/ ndividual (RE3)
ulatory Examinatio ey Individual (RET)
egulatory Examination: *\QF resentative (RE5)

| & Transport Economics 1),

balanc

B.Econ




L DI Investment Philosophy and

ProCcess




LDl Philosophy

Our liability driven investment ("LDI") strategy is to offer investors a
customised solution that allows them to manage assets relative to
their liabilities, both present and future obligations.

The investment strateqgy is focused on:

 Proving a rigorous and disciplined risk management framework
used to hedge the risk profile of liabilities by using various fixed
iIncome assets: and

« Seeking alpha generating investment strategies in the fixed income
space in order to generate and enhance investor returns.

Source: Prowess. Data @ September 2024




LDl Strategy Determines the Strategic Asset Allocation _I-P

LDl Strategy

Portfolio provides hedge against inflation and
INnterest rates

Low Risk relative to liabilities High



LDI Strategies

Basic liability matching Full active LD

+ Use of derivatives for risk management

+ Hedging interest rate and inflation * Basic pure matching with increased
risk by investing in government and universe of assets to include credit assets and leverage . Higher return objective
government guaranteed bonds « Strict credit limits in the mandate « Wider universe of credit assets including
* Physical holdings of instruments « Target a relatively small performance Private Markets
« Objective is to match the liability threshold over the liability benchmark * More sophistical risk measurement
benchmark closely framework
M H L M H

L
Interest rate Risk - -
Credit Risk - -
Leverage - - -
e



L DI Mandate Risk & Return Profile

« Capability to manage a wide range of different LDI mandates covering different pension liability profiles — Inflation linked annuities, With

Profit annuities, etc.

Performance Target: Zero
coupon nominal bond yield
curve plus

Benchmark: Mandate
Driven

Track record:
June 2020 to date

Complex LDI Mandates

Custom Liability Cashflows

Nominal
CPI uplifted
CPI + margin uplift

PV atf RFR curve + spread
Date Offsets

VAR Metrics

Overall
Inflation risk
Real interest risk
Credif risk
Liquidity risk
Basis risk

Funding level Metrics

Incorporate Growth assets
Liability Valuation methodology
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LDl system



Systems
[

Customised & Scalable LDI Systems That Anchor Our LD
Growth Ambitions

Data Sources

e

Python scripts

Mongo database

Highly flexible framework
easily allows additional
instruments and analytics
Liability sub-component
capability

Recovery

Daily database and file
packups

Python code pushed into
cloud repository

Data sources

Portfolio Holdings and
valuations — from Prescient
Market data, Instrument
static data, Credit data —
from various market
participants (JSE |, Banks..)

Systems Development

Source: Prowess, September 2024

Automation

Additional and improved
analytics

Client and mandate
customization

Multiple team members
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THANK YOU

omorrow 1s NOW.
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