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Understanding Unit Trusts

Wealth Management Training

Disclaimer

Please note that the contents of this presentation are for education purposes only. It is not intended as a substitute for
financial advice. Investors are advised to consult their Financial Advisor before making decisions based on the contents of
this presentation
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I. Introduction to Cytonn Investments



@ Cytonn
ABOUT US

Cytonn Investments is an investment manager with presence in East Africa, Finland and the US.
We provide investors with exposure to the high growth East African region. Our investors include
global and local institutional investors, individual high net-worth investors and clients in the
diaspora
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What We Stand For

Our Purpose

We invest in
innovative solutions
that create wealth
and transform lives

Our Values

* People

 Passionate and self-driven people
who thrive in a team context

« Excellence
+ Delivering the best at all times

» Client Focus

» Putting clients’ interest first at all
times

» Entrepreneurship

+ Using innovation and creativity to
deliver differentiated financial solutions

« Accountability

» We take both corporate and
personal responsibility for our
actions

» Integrity
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ASSET MANAGERS LIMITED

WHY WE EXIST

Africa presents an attractive investment opportunity for investors seeking attractive and long-term
returns. Despite the investments markets in Africa having high and stable returns, only a few
institutional players serve the market. Cytonn is focused on delivering higher returns in the

investments markets, while providing the best client service and always protecting our clients’
interests.

We invest We deliver
We collect funds > them in high — the best
from our clients growth possible
opportunities returns
I I I
\ 4 \ 4 \4
From: Through: Impact:
:High Net-worth Individuals °Real Estate °Growing the
» Diaspora Clients o Education oeconomy Creating
° Asian Market ° Hospitality Jobs Improving
Retail Clients Financial the standards of
Global and Local Institutional services living
Clients
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Cytonn Asset Managers Limited . Cytonn

Cytonn Asset Managers Limited is the regulated affiliate of Cytonn Investments Management Plc

Cytonn Investments

Management Plc
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«  Cytonn Asset Managers Limited (CAML) is the regulated affiliate of Cytonn Investments Management Plc. CAML is licensed
by the Capital Markets Authority and the Retirement Benefits Authority and its key focus is on Pension Fund management
and Collective Investments Schemes. Our objective is to offer superior risk adjusted investment returns to our clients that is

above market average through investments in both public markets and alternative investments markets
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Collective Investment Schemes (CIS) . Cytonn

ASSET MANAGERS LIMITED

CIS is a pool of funds collected by a large number of investors for investing

* Collective Investment Scheme (CIS) is a pool of funds collected by a large number of investors so that
they can access a range of investments
« In a bid to harmonize the laws on CIS across partners in East Africa, EAC came up with a directive
which defines CIS as:
* An Investment Company
* A Unit Trust
« Any scheme designated by regulatory authorities
« Pooled resources by investors for the purposes of investing . The minimum amount of funds

should be below Ksh.25 million

www.cytonn.com 9
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Types of Collective Investment Schemes (CIS) .

The two types of CIS is mutual funds and unit trust

There are two types of CIS permitted by the Capital Markets Act. These are Mutual Funds and Unit

Trust

* Unit Trust is the main type of Collective Investment Fund in Kenya. This is whereby investors sharing
the same financial objective pool funds give a group of professional managers. The managers will then
invest in securities like shares, bonds, money market instruments or other authorized securities in order

to achieve the objective of the fund. The investors will then be called unit holders

« A Mutual Fund on the other hand is similar to a unit trust but is structured as a company rather than
a trust. The investors will then buy shares instead of units. If a fund group decides to become a mutual
fund, then they will have to be listed on an approved securities exchange and raise a minimum of

Ksh.25 million. If they fail to meet this thresh-hold then they will return the monies to the subscribers

www:.cytonn.com




Collective Investment Schemes . Cytonn
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Introduction to Unit Trusts

Definition:

. A unit trust is a separate, independent legal trust set up to meet a stated investment objective.

The trust is then broken up into equal ranking units.

. A unit trust is a unique and excellent way to accumulate wealth. It is a pool of savings by unit
holders (Members). This pool is invested by professionals in carefully selected capital markets

financial securities (shares, bonds, cash and other instruments).

www.cytonn.com




Sub-funds of Collective Investment Schemes . Cytonn

ASSET MANAGERS LIMITED

There are five sub-funds of Collective Investment Schemes

» The collective investment scheme can be established like an umbrella and under it we can have sub-

funds which offers separate investment objective

Umbrella Fund

Money Market Fixed income

Fund Fund Equity Fund Balanced Fund Growth Fund

www.cytonn.com




ASSET MANAGERS LIMITED

What Defines a Sub-fund . Cytonn

There are 4 main factors which determines a sub-fund

« There are several factors which determine a sub-fund. These are:

Objective Prefers liquidity & stable Both liquidity and capital Capital appreciation
returns appreciation

Asset Allocation The fund manager will The fund manager will The fund manager will
invest in fixed income invest in fixed income invest in equities
like treasury bills and like treasury bills and
bonds bonds and equities

Risk Tolerance Risk Averse Moderate Has a risk appetite

Time Horizon Suitable for short term Suitable for medium Suitable for long term
investors term investors investors

www.cytonn.com
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-
Unlt Trust ASSET MANAGERS LIMITED

The unit trust will invest in Equities, Fixed Income Securities Real Estate among others

« Stock selection within various asset classes (top-down, bottom-up approach)

Shares quoted on the Nairobi Stock |
Exchange het

-

Domestic
Equities

Government bonds, Corporate Bonds,

Fixed Income Securities Treasury Bills, Commercial Papers,
Bank Deposits, Cash ey
return
International Instruments Equities, Bank deposits, Fixed
Income Instruments, Property
Real Estate (Property) Residential, Commercial, Industrial, Lo | Cosh
Undeveloped Land T YRR “;

Fixed Interest
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-
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Investor Profile
BALANCED EQUITY MONEY MARKET
FUND FUND FUND

D INVEST?

WHO SH

Investors who:

* Are seeking capital
preservation whilst not seeking
long-term capital growth

* A short-term parking bay for
surplus funds particularly in
times of market volatility

* A high degree of capital
stability & are strictly risk
averse

Investors who:

 Typically ready to invest over
the medium to long-term.

*Hold large cash balances but
need extra returns at moderate
risk.

*Seek to benefit from a well-
diversified portfolio of market
instruments.

www.cytonn.com




Participants in a Unit Trust . Cytonn

All the participants must be approved by the CMA

[ Unit Trust ]

4 N\ 4 N\
[ Fund Manager ] Trustee Custodian
- | J/ - | J/
f Come up with an \ /"~ Overseethe "\ 4 N
investment policy fund and ensure « Do safe keeping
+ Issue dividends and it acts in line of assets
certificates to unit with CMA * Provide regular
holders Regulations report to the
+ Investing of funds « Ensure that the fund manager
» Market to investors custodian and trustee on
 Publishing of prices safeguards all the
+ Valuation and pricing « Report to transactions
of fund investors if the that have taken
+ Dealing with scheme is place
investors (when managed in * Do investment
investing or accordance with administration
withdrawing CMA if not what » Report annually
+ Publishing financial steps have been to investors
statements \ takzn / \ /
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Participants in a Unit Trust

All participants must be approved by the CMA

Invest into Invests money Safe custody of
Unit Trust according to Fund title docs securities
funds inve.stn?ent & cash amounts of
objective. the Unit Trusts
Fund Manager Trade Settlement
\ (Cytonn Asset Managers Ltd) VR
CUSTODY
Investor
* ) - CMA
TRUSTEE
Fund Administrator
7 (Cytonn Asset Managers Ltd) y
Create & Cancel
y Units according to
Daily interaction with investment
clients & keeps Unit objective.
holders Register.
Overseer role for

Unit holder
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Why invest in a Unit Trust . Cytonn

Small scale investors are able to diversify investments through unit trusts

Investors can buy stocks, shares and other securities independently. But Unit Trusts give investors the
following advantages:

- Professional fund management — Fund managers have expertise because they have made
investment decisions over different market conditions. This with other support functions like
operations ensure the day to day transactions are efficient

- Diversification — Unit Trusts ensure diversification through investing in a variety of asset classes.
Therefore, small scale investors are able to diversify their investments which would otherwise have
not been able to because of requiring large sums of money

« Security of Funds — Unit trust are regulated by the CMA and Collective Investments Act which
prohibits fund managers from taking certain risks. By law the fund manager must also appoint a
trustee who will look after the assets which means if the fund manager collapses then the unit trust
holder will not lose his investment

« Easy Access — A unit holder can easily convert their investment to cash

« Higher returns — History shows that unit trust investments perform as favorable as traditional
investments and have proven to beat inflation

« Transparency and Effective Communication: It is mandatory for Unit Trust to publish their
annual and daily rates on the newspaper therefore investors can easily monitor the performance as
well as compare with other unit trusts. It is also mandatory for monthly statements to sent to
investors.

www.cytonn.com
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Collective Investment Schemes . Cytonn
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Kenya has 25 approved Collective Investment Schemes (CIS)

OVERVIEW.:
« There are 25 approved Collective Investment Schemes (CIS) made up of 88 funds. The most popular fund is the
Money Market Fund; other funds include Fixed Income Funds, Equity Funds, Managed Funds, Balanced Funds,

Income Funds, Growth Funds, Wealth Funds, Diversified Funds, Iman Funds and East Africa Funds

Collective Investments
Schemes (25) — 19 Active

[ All Funds (88) }

N
Money Market Fixed Income Fund .
[ (25) J [ (16) [ Equity Fund (16) J [ Other Funds (31) }

Source: Capital Markets Authority
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Performance Of Funds For June 30, 2019 @ Cytonn

ASSET MANAGERS LIMITED

Kenya has 25 approved Collective Investment Schemes (CIS)

The Assets Under Management increased steadily over the past 2 years from 55 billion as at 315t March
2017 to 66 billion as at 30t June 2019

Assets Under Management in Billions

63 66.33

66 63.78
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Source: Capital Markets Authority
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ASSET MANAGERS LIMITED

Performance Of Funds For June 30, 2019 @ Cytonn

Money Market accounted for 85.2% of all funds

*  Money Market fund accounted for 85.2% of all funds under management by Collective Investment
Scheme for the quarter ended 30t June 2019

Percentage of Investment Per Category Fund

1.8% 6-2%
6.8%

Money Market Fund
= Fixed Income Fund
m Equity Funds

Other Funds

Investment in Ksh.
Money Market Fund 56,520,581,916
Fixed Income Fund 4,523,893,045
Equity Funds 1,204,724,256
Other Funds 4,080,933,780
Total 66,330,132,997

Source: Capital Markets Authority
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How to Choose a Fund Manager . Cytonn

ASSET MANAGERS LIMITED

It is important to choose a fund manger with relevant experience

- Itis important to choose a good fund manager in order to get good returns and to avoid losing your money
*  Here are a few parameters you can use when selecting a fund manager

+  Performance Ranking: It is important to select a fund which consistently performs better than other
fund managers. This will ensure you get the best returns.

+ Relevant Experience of the fund manager: One must ensure the fund manager has a good track
in his past record including factors such as risk exposure, returns of previously managed funds,
portfolio churning etc

«  Consistency: Try to look for consistency in the returns of general market funds and it might work as
a stable source of income without much risk on the investment.

+ Evaluate the Risk Exposure: There might be a case where the fund manager might expose your
funds at a higher risk so as to get better returns in an aggressive manner. This might not always suit
your risk quotient. So, while choosing a fund manager, analyse all the aspects, mainly the risk quotient.

« High volatility: It is important to ensure the fund manager that you choose does not have high

volatility on returns especially by big margins.

Source: 5Paisa.com
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Cytonn Unit Trust Scheme Offering

Cytonn Money Market Fund

The Cytonn Money Market Fund provides investors with a high level of current income while
protecting their capital and offering added liquidity. The Fund has been outperforming the
market and offering above average returns

Cytonn Equity Fund
The Cytonn Equity Fund is focused on investing in the best risk-adjusted returns in

the equities market in Kenya and East Africa

Cytonn Balanced Fund
The Cytonn Balanced Fund focuses on offering investors current income, while also

offering capital appreciation to investors in the Fund.

Cytonn High Yield Fund

CAML also offers a sector specific Fund called Cytonn High Yield Fund (CHYF). This fund
invests heavily in the Real Estate sector thus giving investors access to the high returns in
this sector and also offering capital appreciation to investors in the Fund.

Cytonn Africa Financial Services Fund
Cytonn Africa Financial Services Fund is another sector specific Fund by CAML that seeks

tap into the attractive returns in the financial services sector in the larger Sub-Saharan
Africa Region.

Cytonn Fixed Income Fund *
The Fixed Income Fund seeks to is to maximize unit holders’ returns while protecting

the capital contributed by the unit holders

o
o
o
o
o
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Cytonn Unit Trust SCheme Offering ASSET MANAGERS LIMITED

The sponsor will be Cytonn Asset Managers Limited

Salient Details

Sponsor: Cytonn Asset Managers Limited
Fund Manager: Cytonn Asset Managers Limited
Trustee: Co-operative Bank Limited
Custodian: Kenya Commercial Bank Limited
Investment Amounts:

Minimum: Kshs 5,000.00 (No Maximum)
Minimum Additional Investment: Kshs 1,000.00 (No Maximum)

www.cytonn.com




Cytonn Unit Trust Scheme - Fund Features

Fund Features

Cytonn Money Market Fund

Cytonn Balanced Fund

@ Cytonn

ASSET MANAGERS LIMITED

Cytonn Equity Fund

+ The Cytonn Money Market Fund is a low-
risk fund that seeks to obtain a high level
of current income while protecting
investor’s capital and liquidity

Fund Objective

. Fund Manager: Cytonn Asset Managers
Limited

. Risk Profile: Low

. Minimum Initial Investment: Kshs. 5,000

. Minimum Additional Investment: Kshs.
1,000

. Annual Management Fee: 2.0%

. Initial Fee: Nil

Key Features

Cytonn Money Fund August

erfomance
12.0% L °°
7.7%
Performance 8.0%
Vs

4.0%
Benchmark 0 .

0.0% -

H Cytonn Money Market Fund

0.8%
0.6%
0.4%
0.2%
0.0%

The Cytonn Balanced Fund is a medium-
risk fund that seeks to achieve a
reasonable level of current income and
offer investors long-term capital growth

Fund Manager:
Limited

Risk Profile: Medium

Minimum Initial Investment: Kshs. 5,000
Minimum Additional Investment: Kshs.
1,000

Annual Management Fee: 2.5%

Initial Fee: Nil

Cytonn Asset Managers

Cytonn Balanced Fund August
0.79Perfomance

0.3%

H Cytonn Balanced Fund

. The Cytonn Equity Fund is a moderate to
high-risk fund that seeks to generate long-
term capital growth and endeavours to
maximize total return to investors over the
long term by investments in both listed and
unlisted equity securities

. Fund Manager:
Limited

. Risk Profile: Moderate to High

. Minimum Initial Investment: Kshs. 5,000

Cytonn Asset Managers

. Minimum Additional Investment: Kshs.
1,000
. Annual Management Fee: 2.5%
. Initial Fee: Nil
Cytonn Equity Fund August
0.0% Cytonn Equity Fund August
(6.1%)
(10.0%)
H Cytonn Equity Fund B NSE 20
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Cytonn Unit Trust SCheme - Fund Features ASSET MANAGERS LIMITED

The portfolio objective will be to
outperform the income yield available on
money market call accounts and fixed
deposit accounts by investing in interest-
bearing securities and other short-term

The fund seeks to outperform the yield on
available money markets instruments like
Treasury Bills and fixed deposits by
maintaining a healthy diversified portfolio.
To achieve this objective, the fund will be

The fund will target investing in undervalued
companies with growth potential, which
present ample room for capital appreciation

Portfolio mone market  instruments.  These invested in a diversified spread of equities, as well as dividend income growth. The fund
Strategy secur%ies are usuall availablé to the fixed income securities and cash in order to seeks to outperform other funds, and the

wholesale or institutiozal clients. The Fund achieve a balanced portfolio. It is ideal for market benchmark NSE 20, by maintaining a

. " . investors looking for a mixture of safety, carefully selected and diversified portfolio

will also be managed conservatively with : ; o :

active management of duration, credit and income an'd capital _appreuatlon while

liquidity risks ! providing investors with a fund that

q combines growth and income
Cash, Fixed i Energy and Manufact
1.0% __Deposits, Commercial Alternativ rgy.and..- T,
Governm 20 Inve:tm... 12.5%
ent
securities
d &D 4 Governm
Fixe eman ent
‘ Deposits, 50.0% Securitie Teli:::in;:.“ .
s, 44.0% Equities, Banking, 25_00/0,
30.0% 61.5%

Asset
Allocation
Strategy

Target Return

Papers,

AIterlLatlve 10.0%

11.0% (*The target return is based on
our model portfolio)

13.1% (*The target return is based on
our model portfolio)

www.cytonn.com
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Why Cytonn Unit Trust SCheme ASSET MANAGERS LIMITED

Investment in our units trust starts from as low as Kshs 5,000

« We offer a simple range of unit trust funds

« Anyone can invest in a unit trust and you will get to

benefit from our investment expertise

« Unit trusts allow you the flexibility to access you money at

any time

« Unit Trusts are the appropriate investment for individuals,

“chamas”, investment groups, companies and other entities

that seek to achieve good investment returns on their

funds in a professionally managed environment.

www.cytonn.com
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Why Cytonn Unit Trust Scheme

Why invest with Cytonn Asset Managers

Professional investment management coupled with adequate experience
« Flexible arrangement depending on choice of investment plan

« Safety of investments as all funds are managed via a custodian

»  We seek to build and cement long term relationships

« We price our services very competitively

« We have a management team with a track record of delivering value

www.cytonn.com
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How to Jo-in ASSET MANAGERS LIMITED

Individuals and Companies can invest in the Unit Trust

Individuals: Companies/legal entities :

_ « Passport photographs of Directors/signatories
« Dial *809# to create an account

. Alternatively you can visit the Cytonn Client Certificate of registration/ incorporation.

Area and fill in your details « PIN Certificate Copy.
« ID/passport copies of Directors/trustees/partners
KYC documents required are:
. Identification - ID card or passport « Memorandum and articles of association,
« PIN Certificate Copy. partnership deed, trust deed and rules,
« Bank details — Copy of ATM Card or recent N
constitution

bank statement or a cancelled cheque
« Bank details — Bank statement or copy of the

ATM Card or a cancelled cheque

« Complete account opening forms

www.cytonn.com
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Contact Details

For any queries call us on 0709101200
Or email

bd@cytonn.com

www.cytonn.com



Disclaimer

Please note that the contents of this presentation are for education purposes only. It is not intended as a substitute for
financial aavice. Investors are advised to consult their Financial Advisor before making decisions based on the contents of
this presentation
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