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Market context

Coming into 2025, markets were positioned for a continuation of US exceptionalism under a new Republican
administration. Instead, investors were served with unpredictable trade policy, leading to heightened volatility,
weaker US growth expectations, and a shift in leadership abroad.

In the US, equity markets struggled weighed down by renewed trade tensions, inflation concerns and the unwinding
of big tech dominance. The S&P 500 posted its worst quarterly return in three years, while investor sentiment shifted
toward more traditional sectors.

In contrast, European equities delivered strong returns, buoyed by a structural shift in fiscal policy towards higher
defence spending and relative economic resilience. UK equities followed suit, supported by large-cap banks and
defence firms.

South African equities delivered a standout performance, with the All Share Index gaining 9.0%, outpacing the MSCI
World (-1.8%) and MSCI Emerging Markets (+2.9%) in US dollar terms. The rally was underpinned by a significantly
stronger resources sector, fuelled by a surge in precious metal prices. Gold was the standout performer, as investors
sought safe-haven assets amid growing geopolitical uncertainty and the implementation of global trade tariffs.

Performance

For the quarter, the portfolio underperformed the benchmark.

Among the largest detractors from relative performance was the portfolio’s underweight exposure to Gold Fields. Our
decision to hold an underweight position was supported by negative signals in quality, momentum and value. Within
the value category, earnings yield and price-to-sales were the key negative indicators, while volatility and capital
utilisation were the main drawbacks within the quality category. Also weighing on returns was the portfolio’s
overweight exposure to Sappi. Our overweight exposure was primarily driven by strong signals in earnings
expectations, momentum and value, with cash flow yield, dividend yield and earnings yield among the main
contributing factors within the value category.

Contributing to relative performance over the period were the portfolio’s overweight positions in AngloGold Ashanti
and British American Tobacco. Our decision to hold an overweight position in AngloGold Ashanti was driven by strong
signals in earnings expectations, momentum and quality, with revenue growth and earnings growth the key
contributors in the quality category. Our exposure to Sappi, meanwhile, was driven by strong signals in earnings
expectations, momentum and value. The key contributors in the value category were cash flow yield, dividend yield
and earnings yield.
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Outlook

The portfolio’s investment philosophy and process aim to deliver consistent returns for investors. We follow a multi-
style investment approach, which is dynamically adjusted to ensure that relative risk is actively managed throughout
the business cycle. We prefer shares that are trading at a discount relative to the market, with positive momentum,
positive earnings expectations and low downside risk.

Positive quality refers to good financial health, low volatility and downside risk, while positive value indicates that the
stock is trading at an attractive value.

Some of the portfolio’s largest overweight positions include British American Tobacco and Capitec, while significant
underweights include Anglo American and Gold Fields.

Our overweight position in British American Tobacco is largely driven by attractive valuations and strong quality
factors. In terms of Capitec, our exposure is largely driven by positive earnings expectations, momentum and strong
quality indicators.

In terms of the portfolio’s underweights, in our view, Anglo American displays poor value, weak quality and negative
earnings expectations, while Gold Fields reflects very weak quality, poor valuation and negative momentum.
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