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Aim of presentation

I. Latest perspective on the reform

li. Interpretation of the economic slowdown on
retirement funding
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The world is now one...
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Underlying objectives




Replacement targets...




Model in a nutshell

funded DB, from AAO0 is simila nCH . sa
productively === for funding and earnings unfunded Db,

) : from Fi
employed related social security 0 SCus

C

ocial Security (DB) basic social security

Death, disability, Annuities, Individual and welfare i Universe
U [ t, medical

nemployment, medica ACCOUNtS SOAG, CSG
Retirement (Hybrid) (DC)

(Income based with

guarantees)
Poss
split, 33%, 66%,
phased out
opt-out option
Cross-

subsidisation - o
accreditation

solidarity (factors)
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Since the first paper...

Government

li. Budget announcements

Confirmation of existence of convergence paper

After Budget Speech
II. Consideration of NHI and reform
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Views from Budget 2010
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Saving-investment relationship




Saving and investment ratios

Percentage of GDP
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Investment responses

I. R845bn capital programme

I. Risk of return to prescribed assets
Ii. How do funds respond?
. How does asset management industry respond?
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Crisis chain ... a vicious circle

financial

) crisis

structural asset price
crisis collapse

growth
crisis

A N y 4

unemployment
crisis

fiscal crisis

social crisis
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Age of new challenges




Features of pension markets




Pension funds’ real investment returns, 2008

Welghted average:
-23.0%

\

\ Unweighted average:

-17.4%
|

Real investment return in 2008 (%)
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Lessons
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Impact on growth




Impact on investment




Impact on fiscus
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OECD experience

‘....‘....'
LR By B BY O BE N RC LB
o P06 60N
SRV VNS EANNN
m a2 BB




South Africa’s GDP growth

Real gross domestic product
Percentage change from quarter to quarter

Non-agricultural sector
1 1

2004 2005 2006 2007
Seasonally adjusted annualised rates
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Fixed capital formation

Real gross fixed capital formation

Percentage change from quarter to quarter

2004 2005 2006 2007
Seasonally adjusted annualised rates
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Consumption & disposable
income

Real final consumption expenditure by and disposable
income of households

Percentage change from quarter to quarter

Final consumption expenditure

T Disposable income ‘ i : "
A
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Seasonally adjusted annualised rates
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Formal employment

Non-agricultural employment

Indices: 2000=100

—//

% sector

Public sector
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Statistically linked in the 3rd quarter of 2002, the 4th quarter of 4
and the 2nd quarter of 2006.

Seasonally adjusted
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OECD leading indicator

OECD leading indicator and industrial production

Per cent Long-term average = 100

/

105
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Year-on-year change

m—— OECD industrial production: Percentage change over 12 months
— OECD amplitude adjusted CLI (right-hand scale)

Source: OECD and Bloomberg
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SA composite leading
indicator

Leading and coincident business cycle indicators

Indices: 2000=100

2004 2005 2006 2007 2008 2009

—— Composite leading business cycle indicator
- Composite coincident business cycle indicator (right-hand scale)
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Risks

I. Unwinding of debt with pull down growth

i. Tighter credit

lil. Lower consumer demand

Iv. Stronger EM growth due to lower leveraging




Real economy

. Led by EMOS
1. South Africa Is out of recession

. OECD to reach its trend growth by 2011, after
recording positive growth in the last two
guarters last year




Sectoral economic impact

QECD

Sector 200809 {Q3) Business cycle sensitivity {1970-20035})

Agriculture 0.7 T
Mininig 5.4 1067
Manufacturing = 119.4
Electricity, gas and water 5.7 A0 4
Construction 9.8 1756
Whelesale and retail 2.8 799
Hotels and restaurants 2.2 F1.1
Transport -3.7 b

Finance 2 a3
Feal estate 1.5 123.68
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Financial economy

GEPF recovered 20% to October

China Is exception

Upward inflation remains main risk, with oil
prices having broken the $80 level

lii. But slack turnaround may keep it under check




Labour market

I.  Single most important consideration for turnaround and

social security reform

I. Precedence in Europe
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Labour market dev. - Europe

I. temporary wage freezes

ll. short-time working arrangements
lil. training to increase employability
Iv. flexibility regarding hours of work




OECD-wide interventions




Labour market impact

Worker type % Change in workforce (2008 0%) Business cycle sensitivity (1960-2007)
Total -1.8

Men -24d L o
Women -0.35 101.4

Youth 6.8 1798
Prime workers 1.7 as .2
Clder workers 2.9 05 3

Low skilled 25 110.7
Medium skilled 5.4 Or 4
High skilled 3.5 a7s.0

Self employed -2.1 57.0
Permanent 1.5 oo
Temporary -7.0

South Africa=-4.2
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Global retirement reforms
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Risks for 2010

I. China being the biggest risk

I. Labour markets in particular
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How to respond?

soseseeene
70 00006088 %1
PR Ry
PRI IS NN
(A S N N N BN




SIYATHOKOZA
SIYABONGA
SIYABULELA
ROLIVHUWA

THANK YOU
DANKIE
MERCI




