TALKING INVESTMENTS

From obstacles
to opportunities

The nitty gritty of running a business in developing countries
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At Coronation’s annual thought leadership conference, Talking Investments, Pallavi Ambekar
spoke to a distinguished panel of South African business veterans who shared insights into the
intricacies of operating businesses in developing countries. The following is an edited

summary of these thought-provoking sessions.
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Wendy Lucas-Bull,
Chair of Shoprite

Laurie Dippenaar,
Founder of FirstRand

lan Kirk,
Former CEO of Sanlam

PALLAVI AMBEKAR: Given your diverse
experiences, each of you will offer different
perspectives on how you navigated the
opportunities and challenges encountered
throughout your careers. Let’s start by
establishing the framework behind

your thinking.

Laurie, could you walk us through two defining
moments in your career. Firstly, in 1977, when
you co-founded Rand Consolidated Investments
(the predecessor of RMB) with R10 000 in

your pocket; and secondly in 1998, when the
opportunity arose to acquire First National
Bank. Not only did you put your own money on
the line, you also raised R5 billion from external
investors. Could you provide insights into your
mindset at these two very different times? Were
you aware of the economic environment, and
were you taking that into consideration?

Laurie Dippenaar: Let’s go to 1977. We had only
one product, which was a mechanism of financing
public utilities and municipalities. As a startup,
we did not give the political economic situation a
single thought because it really was irrelevant to
our decision to start this company and whether we
were going to be a success. We were very confident
because we knew the product was good. The
competitive products were way inferior.

Fast forward to 1998, but pause in 1994, when
South Africa became a democracy. One thing that
we got right was realising that investment banks
would enter South Africa and compete with RMB,
which is exactly what happened. We thought it
was unlikely that retail banks would enter South
Africa because retail banking doesn’t travel well.
Therefore, we believed that at some stage, we
needed a retail banking strategy.
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Then came 1998, when we approached Anglo
American to sell Southern Life to us, which was
ailing at the time. They wanted to go back to pure
mining, so they agreed to sell Southern Life, but
we had to take FNB as well. Whoa! It was multiple
times our size. But we realised it was a once in a
lifetime opportunity to buy one of the big four
banks in South Africa. If we hadn't developed a
retail banking strategy mindset back in ‘94, we
would probably not have taken the plunge.

With regard to other people’s money, when we
think of shareholders, we don’t consider them
differently than we consider ourselves. Obviously,
if most of your assets are invested in that company,
you look after the shareholders because you are
looking after yourself.

“It is not a one-size-fits-all strategy. You need
to consider what works in each situation.”’

— Ian Kirk, former CEO of Sanlam

PALLAVI AMBEKAR: One of the key

ways of expanding into Africa is through
partnerships. lan, as the CEO of Sanlam,
you entered the African market through
partnerships. Why did you choose to enter
with local partners, and what insights and
knowledge did they bring to the table?

lan Kirk: What the local people brought was an
established business, and what we brought was
technical expertise and an ability to scale that
local business. Entities will only partner with you
if they can see that you can really add value that
they can’t add themselves, and you have to demon-
strate a track record of doing so.
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The other point that I'd like to make is that it is not
a one-size-fits-all strategy. You need to consider
what works in each situation. Partnering is difficult,
and the entire organisation needs to be committed
toit.

PALLAVI AMBEKAR: Let’s discuss what happens
when the partnership doesn’t work out. Wendy,
when Barclays unexpectedly pulled the plug on
Absa, how did you manage that curveball?

Wendy Lucas-Bull: It was a very large egg to
unscramble. The size of the settlement, after a lot
of arm wrestling, was indicative of the size of the
systems, processes and brands involved, and the
amount of work that needed to be undertaken
during that period. But Absa navigated through
this successfully and although it distracted them
inwardly for more than a year, it actually built
significant muscle, resilience and confidence. As
a result, the outcome has been a stronger entity.

PALLAVI AMBEKAR: Laurie, was FirstRand
concerned or worried that they would be under
threat in South Africa with the Absa Barclays
partnership?

Laurie Dippenaar: You should always have a
healthy respect for competition and never get over
confident or complacent. But if you fear compe-
tition, then why are you there? We did take the
threat seriously, but we also felt we would be able
to compete. One error we made, in hindsight, was
not taking Capitec seriously enough.

PALLAVI AMBEKAR: You walked away from
some big acquisitions in Africa. Could you
elaborate on your thought process, and

explain your view?

Laurie Dippenaar: When we acquired FNB it
already owned banks in Namibia, Botswana,
Swaziland and Lesotho. We looked into potential
acquisitions, but the price was wrong. The first time
Nigeria came up as a potential destination, the
board was quite hesitant to take the plunge. It's a
rough neighbourhood, not an easy environment in
which to operate. When one of our board members
said, “You don’t find gold under the Eiffel Tower,”
that took the board over the line. So we are there,
but just with RMB. FirstRand’s strategy has been to
enter some markets, but it is not easy. Another way
to enter a country is to start small and get to know
the country, perhaps by establishing a microlender,
for example, rather than a fully-fledged bank.
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PALLAVI AMBEKAR: Let’s focus on your role
as chair of Shoprite, Wendy. It’s a remarkable
business that continues to thrive despite a
stagnant economy. In its most recent trading
update, it reported a topline growth of 14%.
How does the management achieve

such growth in this environment?

Wendy Lucas-Bull: It is a testament to the fact that
they are a world class team. Over time, with this
growth, they have become systemically important
to South Africa. We are essential for food security,
we're the biggest private sector employer in South
Africa and now we are the first responder to Gift
of the Givers when there is a crisis. They take that
responsibility extremely seriously. Their unwavering
focus on customer service is part of the ethos that

keeps them innovating.

L

“Their complete focus on customer service is
part of the ethos that keeps them innovating.”

— Wendy Lucas-Bull, Chair of the Shoprite Group
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Whether it is innovating at the top end of the
market with Sixty60, or innovating to keep our R5
bread still at R5, the drive comes from an absolute
dedication to customers first and uplifting the lives
of customers and communities.

PALLAVI AMBEKAR: What was the best invest-
ment or business advice you have ever received,
and from whom?

Wendy Lucas-Bull: A simple principle that has
stood my partners and myself at Peotana in good
stead is to never invest alongside anybody if there
are doubts about their integrity or if we don't share
their values.

Laurie Dippenaar: | greatly admire Warren Buffett
and the deceased Charlie Munger. I've been to
about seven of their AGMs. It took them a long
time to invest in any tech stocks, and Buffett made
a very telling remark to explain why. He said it
was because he couldn’t figure out which one of
the big tech stocks would be sustainable. Another
important point he emphasised was that he
wanted to buy stuff that he could hold forever - for
the long term. We have always applied long-term
thinking as well.

lan Kirk: I'm going to split the question in two
parts - investment advice and business advice.
The best investment advice was: don't invest in
something that you don'’t really fully understand,
and that advice came from my wife after | had a
disastrous investment in a restaurant and pub. On
the business side, the advice came from one of my
colleagues at Capital Alliance, Gary Burg. He said:
don’t sweat the small stuff, but make sure you can
operate at both levels. You need to understand
what is important strategically and get those calls
right, but when you need to dive, you must be able
to dive (into the detail). +
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Biographies

Panelists
Wendy Lucas-Bull is a seasoned South African banker and investor. She currently serves as Chair
of Shoprite, the largest retailer in Africa, and was previously the Chairman of the Absa Group,
A Absa Bank and Absa Financial Services. Other former non-executive directorships include those
y ’ at Barclays PLC and Barclays Bank PLC, Nedbank, Anglo American Platinum, Development Bank
‘» of Southern Africa, Dimension Data PLC, Alexander Forbes, Aveng (Deputy Chairman), Lafarge

Industries SA (Chairman), Eskom, Momentum Group, Discovery Holdings, Telkom SA and the South
African Financial Markets Advisory Board. She was also Executive Director of Rand Merchant
Bank Holdings, Chief Executive of FirstRand Retail, which included First National Bank, WesBank,
Outsurance and Firstlink, and an international partner at Andersen Consulting, now Accenture.
She is also a founding director at Peotana Group Holdings, a women'’s investment and develop-
ment group.

Laurie Dippenaar is an iconic South African businessman and founder of FirstRand, the largest
financial services group, by market capitalization, on the African continent. During his 40-year
career in the financial services industry, Laurie served as Chairman of various companies in the
Group, including Momentum Life, OUTsurance, Discovery, FNB, Rand Merchant Bank and FirstRand,
all pillars of South African business. Laurie also served on the Governing bodies of various educa-

tional institutions, including more than two decades as a Member of the Council of the University
of Pretoria. He served as President of Business Leadership of South Africa for two years and chaired
the Centre for Development and Enterprise, one of South Africa’s best-known think tanks, for fifteen
years. In 2023, he received an honorary doctorate from the University of Pretoria

lan Kirk is a multi-board director and prominent leader in the financial sector in South Africa.
Formerly at the helm of Sanlam, the largest insurance company in Africa, and its subsidiary Santam,
the leading short-term insurer in South Africa, lan currently holds board positions at prominent
entities such as the JSE, Pepkor, Transaction Capital, Netcare, SCOR (UK) and Shriram (India).
Additionally, lan also serves on the Presidential State-Owned Enterprise Council, mandated to

reposition South Africa’s state-owned enterprises. In the earlier phase of his career, lan spear-
headed the formation of the Insurance Specialist Services group at PriceWaterhouse in South Africa.
Subsequently, he was appointed managing director of the life insurer AGA Holdings, which later
restructured as Capital Alliance Holdings Limited, one of the first broad-based black empower-
ment financial services companies in South Africa. In December 2004, Capital Alliance Holdings
was sold to Liberty Group and lan was appointed Deputy CEO of Liberty Group in March 2005.

Moderator

Pallavi Ambekar is Head of Absolute Return and a Portfolio Manager at Coronation. She has 21
years of investment industry experience.
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The information contained in the publication is not approved for the public and is only intended for recipients who would be generally classified as ‘qualified’,
‘professional’, ‘accredited’ or ‘institutional’ investors. The information is not designed for use in any jurisdiction or location where the publication or availability of the
information would be contrary to local law or regulation. If you have access to the information it is your responsibility to be aware of and to observe all applicable
laws and regulations of any relevant jurisdiction and it is recommended any potential investor first obtain appropriate legal, tax, investment or other professional
advice prior to acting upon the information. The value of investments and any income from them can go down as well as up and investors may not get back all that
they have invested. Please be advised that any return estimates or indications of past performance in this publication are for information purposes and can in no way
be construed as a guarantee of future performance. Coronation Fund Managers accepts no liability of any sort resulting from reliance being placed upon outdated
information contained in this publication by any user or other person. Whilst every effort is made to represent accurate financial and technical information on an
ongoing basis, inadvertent errors and typographical inaccuracies may occur. Information, laws, rules and regulations may also change from time to time. Information
contained in the publication is therefore made available without any express or implied representation or warranty whatsoever, and Coronation Fund Managers
disclaims liability for any expenses incurred, or any damage, claims or costs sustained by users arising from the reliance being placed on the use of links, services or any
information or representations contained in the publication. Coronation Asset Management (Pty) Ltd (FSP 548), Coronation Investment Management International
(Pty) Ltd (FSP 45646) and Coronation Alternative Investment Managers (Pty) Ltd (FSP 49893) are authorised financial services providers. Coronation Life Assurance
Company Limited is a licenced insurer under the Insurance Act, No.18 of 2017. Coronation International Limited is authorised and regulated by the Financial Conduct
Authority. Coronation Global Fund Managers (Ireland) Limited is authorised by the Central Bank of Ireland under the European Communities (UCITS) Regulations 2011
and the Alternative Investment Fund Managers Directive 2011, with effect from 22 July 2014. Unit trusts are generally medium to long-term investments. The value of
units may go up as well as down. Past performance is not necessarily an indication of the future. Unit trusts are traded at ruling prices and can engage in borrowing
and scrip lending. Unit trusts may invest in assets denominated in currencies other than their base currency and fluctuations or movements in exchange rates may have
an adverse effect on the value of the underlying investments. Performance is measured on NAV prices with income distribution reinvested.

This article is for informational purposes and should not be taken as a recommendation to purchase any individual securities. The companies mentioned herein are
currently held in Coronation managed strategies, however, Coronation closely monitors its positions and may make changes to investment strategies at any time.

If a company’s underlying fundamentals or valuation measures change, Coronation will re-evaluate its position and may sell part or all of its position. There is no
guarantee that, should market conditions repeat, the abovementioned companies will perform in the same way in the future. There is no guarantee that the opinions
expressed herein will be valid beyond the date of this presentation. There can be no assurance that a strategy will continue to hold the same position in companies
described herein.

TRUST IS EARNED™ 5



