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FUND OBJECTIVE

FUND HOLDINGS

Inflation-X is a fixed income Exchange Traded Fund managed by Rand
Merchant Bank and is listed on the JSE Limited (JSE). Inflation-X offers

investors exposure to a diversified portfolio of Government Inflation- " R189
Linked Bonds. It offers a real rate of return, in the form of a real yield plus " R197
a return linked to inflation (CPI). F R202
H R210

ETFs are a simple, cost-effective way to obtain exposure to a particular B R211
asset class. They can be purchased through a broker the same way that " R212
you would purchase an ordinary share.
UNDERLYING INDEX GILBX INDEX VS. CPl (ANNUALISED)
The Inflation-X fund tracks the GILBx index (price-weighted), which
contains all 6 Inflation-Linked bonds issued by the South African 16.00% 1 —GILBx
Government. The GILBx index is reweighted monthly. Coupons are 14.00% 1 e CP|
distributed quarterly to investors, net of fees. 12.00% 1

10.00%
FUND DETAILS 8.00% 1

6.00%
Fund size R860m 4.00% 1
Current real yield CPIl + 2.27%* 2.00% -
Cash yield LTM (net of fees) 3.53% 0.00% N VAN
Risk profile Capital preservation 200% 3 UO.) 8 8 8 8 5 5 'O\. 3 8 $ 8 8, OO.’ 2. ‘9. 9. g
Fund size units 55,800,000 §§§§§§§§§§§§§§§§§§§§

Index performance (quarter)
Fund performance (quarter)
TER

Net asset value (NAV)

Last distribution (cents)

Up front fee

Distributions

Listing date
Trading code
ISIN

Bloomberg code
Reuters RIC

3.8% (including coupons)
3.7% (including coupons)
0.44%

R15.43

15.19 (June 2011)

0%

Quarterly, end March, June,
September, and December.
20 May 2009
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The returns indicated above exclude coupons that have been distributed
to investors. The distribution yield (cash yield) of the fund for the last 12

months was 3.53%.

FUND PERFORMANCE

Return (%)* Bips Inflation-x GILBx
Since Inception 16.58% 16.85%
Last 12 Months 10.13% 10.22%
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Inflation-X provides investors with direct exposure to Inflation-Linked Bonds
issued by the South African Government. Inflation-X aims to track the
performance of the Government Inflation-Linked Bond Index (“GILBX”) and is
listed on the JSE, providing a seamless and cost effective way to invest in

Government Inflation-Linked Bonds.

Inflation-Linked Bonds provide investors with both a hedge against inflation
and a real yield (return in excess of inflation). This product should therefore
appeal to those wishing to hedge out uncertainty regarding inflation, as well

as those targeting a real rate of return when investing.

Inflation-X pays interest quarterly, providing quarterly cash flow for
investors. The amount invested will increase in line with inflation, as
represented by changes in the consumer price index (CPI) as published
by Stats SA. Interest payments (also known as coupons) are calculated
and paid on the inflation adjusted amount invested and provide a fixed-
rate (currently 2.27%), real return to investors. Refer to Figure 1 for a
simple illustration of the methodology of calculating cash flows of
Inflation-Linked Bonds.

Inflation-Linked Bonds

Inflation-Linked Bonds as an asset class have experienced exceptional
growth in popularity over the past 5 years. Demand has been primar-
ily driven by the effective hedge which they provide against inflation as
well as the positive risk adjusted real returns they offer investors. Until
recently however their accessibility has been primarily limited to institu-
tional investors. The introduction of Inflation-X, now makes it possible
for investors to access this asset class on the JSE by purchasing Inflation-

X units.

Inflation-Linked Bond returns exhibit a low correlation to other asset
classes such as equities. Their introduction into a portfolio may help

reduce overall portfolio volatility.

CONTACT DETAILS

As the security is interest-bearing investors should seek independent

advice regarding tax treatment.

Figure 1 - Illustration of Inflation-Linked Bond cash flows
(simplified example)

An investment of R1 000 is made in an Inflation-Linked Bond paying
interest (real yield) of 2.80% annually for 3 years.

Expected Return = 2.80%* + Inflation (CPI)

Assume:

Inflation (CPI) Year 1 = 6%
Inflation (CPI) Year 2 = 4%
Inflation (CPI) Year 3 = 9%

Inflation rate = 6% Inflation rate = 4% Inflation rate = 9%
1 1 |

Inflation Adjusted _ 0 1 2 3
e e e R1,000 R1,060 R1.102 R1,201
R1,000m R1,060m R1,102m
X 6% x 4% x 9%

A\
Coupon payments R29.68 R30.87 R33.63
(Real Interest Rate of 2.80%)
Capital repayment R1,201
Total R1 090 R1 133 R1 235
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DISCLAIMER

Bips (Beta Investment Performance Securities) is an exchange
traded funds offering brought to you by Bips Investment Man-
agers (Pty) Ltd, an RMB Initiative.

Rand Merchant Bank (RMB), a division of FirstRand Bank Lim-

ited, is an Authorised Financial Services Provider.

Bips Exchange Traded Funds (Bips ETFs) are Collective Investment Schemes (CIS) in Securities that
trade on the JSE Limited. Bips ETFs are managed by Bips Investment Managers (Pty) Limited, a
member of the Association for Savings and Investments South Africa (ASISA), and regulated by the
Financial Services Board. As with all investments, subscribing for, or purchasing shares in a Bips
portfolio involves certain risks. Investors will be subject to the risks associated with equity and
equity related securities, including tracking accuracy, secondary market trading risk, index risk,
credit risk, interest rate risk, exchange rate risk and dividend yields. The information provided in this
document does not constitute investment advice. Investors should ensure that they fully understand
any transaction that they enter into and should obtain independent financial, taxation and legal
advice before making any decisions about any investment in securities, as certain transactions may
not be suitable or appropriate for all investors. Investors should be prepared for fluctuations as
market prices will fluctuate according to market conditions, general sentiment and other factors.
Bips Investment Managers (Pty) Limited or any of its associates or holding companies does not
guarantee the performance of its funds and past performance is not indicative of future
performance. The manager may borrow up to 10% of the market value of the portfolio for liquidity
purposes. The manager may also engage in scrip lending of the constituent securities of the

fund, on the basis that collateral will at all times exceed the form and with the value of the loan, as
prescribed by Collective Investment Schemes Control Act of 2002. Bips Investment Managers (Pty)
Limited or any of its or any of its associates or holding companies may make markets or hold units
in the Bips ETFs mentioned in this document. The complete terms and conditions should be taken
from the respective program memorandum and its supplements available on the Bips website
(www.bipsetf.co.za). A schedule of fees and charges as well as full details relating to the Net Asset
Value calculation is available from the Bips website. The price at which ETF’s trade on the Exchange
may differ from the Net Asset Value price published at the close of the trading day, because of intra-
day price movements in the value of the constituent basket of securities. Investors are able to obtain
a figure of daily income accruals in each fund by visiting the Bips website. Notice of redemptions
must be made to the manager by no later than 10:00 on the day prior to the intended trade day. The
information and views expressed are given as at the date of writing and may change without prior
notice. Although the information herein has been obtained from sources believed to be reliable, Bips
Investment Managers (Pty) Limited or any of its associates or holding companies does not guarantee
that it is accurate or complete.
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