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Just 6 O of South Africans will be able to retire financially independent

The average person has about 60 000 thoughts in a day
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Agenda: Old Mutual Retirement Funds Survey 2010

Survey objectives
Research method
Key highlights
Key trends
Key trends & factors shaping the Retirement Fund industry
How will Service Providers have to change in the future?
Response of the industry to environmental changes
Key findings
Umbrella Funds
Member Communication
Shifting Investment Strategies
Preservation in a changing environment
Adequacy of retirement benefits
Member perception of Trustees
Impact of legislation and views on Retirement Fund Reform
Panel Q&A
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Survey Objectives

Understand changes in the retirement fund industry
Evaluate retirement fund investment

Gauge attitudes and needs with regard to preservation
Assess adequacy of benefits

Establish levels of confidence and trust in trustees
Evaluate Fund Governance

Establish industry views on Umbrella funds

Examine communication to members

&2 OLD MUTUAL
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Sample Structure and Research Methodology
Data Collection

Standalone Company Funds 57 (1 response qualitative only)

Standalone Union Funds 8 p .

Participating Employers in Umbrella Funds 35 A Data (.:ollec.ted via structured
Preservation Funds 6 questionnaire

Intermediaries 17

Media and Industri Bodies 7 A 1hour face -to-face interviews

A Representatives of 71 retirement

Asset Value # of Responses funds, 35 participating employers in

A Less than 10 million 11 umbrella funds, 17 Intermediaries
£ 10 T 30 million 18 and 7 Media, Government and
A 30.1 to 50 million 10 Regulatory Bodies
A 50.1 to 100 million 11
A 100.1 to 200 million 11
/A 200.1 to 300 million 7 Company, umbrella and union
A 300.1 to 500 million 6 funds were Sp||t
A 500.1 to 1 billion 8
/. More than 1 billion 7 A 45 Pension funds and 54 Provident
A Unsure / Refused 10 funds
12 DB funds with pensioners:
A1 000+ members 32
/200 to 999 members 31 A 11 company and 1 union fund
/100 to 199 members 18
A20 to 99 members 18
62 OLD MUTUAL
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Key Trends & Factors Shaping the Industry

CONTINUING TRENDG NEW TRENDS EMERGING TREND

Continued growth in Retirement Fund A decrease in the
Umbrella Funds Reform, particularly number of
NSSS company funds

Stronger governance i1 | Impact of global A move to a later
especially for company recession & current retirement age
sponsored funds economic climate

Continued / increasing More member investment

need for_me_mber choice

communication &

education

A Umbrella funds continue to grow in importance

A Governance , communication and member education remains a
key industry issue
A Retirement Fund Reform and the global recession likely to @ OLD MUTUAL

further shape the industry Corporate
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How will Service Providers have to Change in the Future?

THE INDUSTRY WILL CONSOLIDATION OF STATEO0OS ROLE
REMAIN AS IS SERVICE PROVIDERS | MORE SIGNIFICANT
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How the Industry Will Need to Change

Governance

To become a priority

Trustees must become more accountable and knowledgeable
Move towards Umbrella Funds

Communication and Education
Focus on member knowledge and understanding

Greater education needed on preservation, investments & value of
retiring later

Service Providers
Consolidation
Improved service
More value
Greater innovation
Greater knowledge & qualification of investment managers

&2 OLD MUTUAL
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National Social Security Scheme [NSSS]

Number of respondents aware of the issues tabled:
Company funds: 52%
Umbrella Fund participating employers: 34%
Mixed feelings around NSSS
Exception of Unions: where 63% are positive
50% of Union funds think their funds will shrink/disappear with
NSSS
Perceived benefits of NSSS:
All South Africans will be covered
Higher levels of saving
Compulsory preservation continues to receive strong support

Low levels of awareness and mixed feelings

about the NSSS
&2 OLD MUTUAL
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Feelings about NSSS

l All Fund Types Intermediaries Preservation Funds Media/ Government/ Regulatory Bodies
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Major concerns raised about the NSSS

A Concerns about ability to
A Implement
A Manage effectively
A Fear of
A Low returns
A Possible corruption

62 OLD MUTUAL
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Perceptions about Investment Returns
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Typical Fund Investment Portfolio Breakdown

Employer Sponsored Funds | Union and Parastatal Funds Umbrella Funds

Other
5%

ffshore
11%

Local
Fixed
Interest
28%

Local
Fixed
Interest
23%

Local
Fixed
Interest
36%

Most company and umbrella funds follow a balanced strategy
Union and parastatal funds generally have more conservative strategies

62 OLD MUTUAL
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Changing Investment Strategies

100

80
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40

% Responses

20 A

Funds Overall

How investment strategies
likely to change (in order

of preference)

1) Use of more options

(=)

2) Different asset / fund

manager

31 3) Preference for lower risk
investments
4) Move away from totally

guaranteed funds
5) Move to umbrella funds

Have Changed

Market volatility
to investment strategies

Will Change

top of mind and driving changes
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Volatility Protection Strategies

15

43
Tl @ Smoothed
Smoothed bonus products 29 bonus and
' 2 25 absolute
18 50 return
Absolute return funds 35 favoured by

- funds

Hedge with derivatives

Regulators
and media
favour
diversification

Maintain reserves within
limits

Diversification

&2 OLD MUTUAL
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Criteria for Selecting Asset Managers

Track record

Performance

Financial stability

Reputation

Investment philosophy

Fees charged

Advice / recommendation of consultant

Range / choice of investment

Management team
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MAKING IT COUNT

. 1st Criteria

2nd Criteria

3rd Criteria

Brokers/Intermediaries
agree track record
performance , investment
philosophy and reputation
are the most important
criteria.

For Media/Government/
Regulatory Bodies track
record and fees charged
are thought to be the most
important.

For Preservation Funds its
track record and
investment philosophy.

62 OLD MUTUAL
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Preservation

Factors increasing likelinood to preserve:
Advice (from advisers, family and friends)
Knowledge (own through education)
Awareness of consequences
HR departments have significant influence
Most important factors increasing likelihood NOT to preserve:
Strength of desire to access cash

High awareness of cash withdrawal option with lower awareness of
other options

Lack of understanding of consequences of decision
Improving preservation:

Increase education on importance of preservation & options available
Redesign withdrawal form so that cash option is not the 1st option

Preservation seenas Vvery important by most
respondents @ o M ELAL
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Factors Influencing Likelihood to Preserve Funds

% Distribution of Responses

Motivator No impact Motivator to
not to (5) preserve
preserve (6-10)
(1-4)

A lack of awareness of options 39 32 30

Desire to access cash 5 24

Fear of decision making 36 42 22

Withdrawal benefits is too small 53 26 21

Lack of advice 53 23 23

Lack of understanding of consequences of the decision e 23 15

Cost of transferring 24 57 20
Strong motivators not to preserve £ OLD MUTUAL
Corporate
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Preservation in 2009

MAKING IT COUNT

A Despite economic downturn & financial pressure on consumers,
71% believe preservation behaviour remained fairly consistent

with previous years.

A Exception among Union Fund respondents: 43% said preservation

decreased.
By Type of Fund and Other Stakeholders
% Responses
Company Umbrella Brokers | Preservation Media/
Fund Fund Government/
Regulatory Bodies

Increased 13 11 14 29 17 14

Remained constant 75 69 43 35 50 -

Decreased 13 20 35 33

Most funds report preservation levels remaining constant &2 OLD MUTUAL

Corporate

23



OLD MUTUAL RETIREMENT FUNLC VE MAKING IT COUNT

Compulsory Preservation

B All Fund Types Preservation Funds Media/Government/Regulatory Bodies
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Compulsory Annuitisation

B All Fund Types Preservation Funds Media/Government/Regulatory Bodies
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Providing Members with a Measurement of Adequacy

Company funds more likely than umbrella and union funds to
measure adequacy

Media / Government / Regulatory Bodies believe 57% of funds have
a measure of adequacy

Two thirds of the Preservation Funds (67%) and 71% of
Brokers/Intermediaries included in the study have a measure of
adequacy

Do not measure adequacy
52%

Do measure adequacy Don6t know
46% 2%

Fairly low levels of measuring the adequacy of benefits @ oLp MUTUAL
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Adequacy of Benefits

43% of respondents believe members think they have enough
money to retire

Respondents believe benefits are actually enough only 26% of
the time

% of salary at retirement most common measure of adequacy

70 T 79% of final salary (73% average) seen as
adequate benefit

Companies & unions seeing more members retiring before 65 I
main reasons given relate to needing a slower lifestyle & starting
their own business

Discrepancy bet ween member s o Ipepefitcamdprealison of

Generally low levels of adequacy of benefits
&2 OLD MUTUAL
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Perception of Trustees

Fund trustees/principal officers strongly believe members have
confidence in the knowledge & abilities of trustees

Intermediaries, the Media, Industry bodies and Umbrella Funds less
positive regarding member perceptions of trustees

76% of fund respondents agree the additional costs to ensure good
governance are beneficial (55% in 2008)

Governance  remains in important topic &R OLD MUTUAL
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Member Level Investment Choice
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