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Market background

The consensus coming into 2025 was 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 review

For the month, the portfolio performed in line with the benchmark.

Among the main contributors to relative performance were overweight positions in offshore names, Shaftesbury
Capital, Tritax Big Box, and American Tower Corporation. Tritax Big Box came out with better-than-expected Q4
results, while American Tower benefited from global growth concerns due to its involvement in defensive
infrastructure. Also adding value over the period was our underweight exposure to MAS PLC. The company announced
the prospect of corporate action towards the end of Q4 2024, leading to a sharp sell-off.

It was a starkly different story for South African counters. Local names came under pressure over the quarter, weighed
down by a combination of global headwinds and idiosyncratic challenges, particularly tensions within the Government
of National Unity. Among the main detractors from relative performance were overweight positions in Hyprop and
Burstone and underweight Growthpoint Properties. Growthpoint Properties was among the few domestic outliers
over the quarter, after the company experienced a relief rally following its narrow inclusion in the Top 40.

Outlook and strategy

We expect a decent year for local listed property in 2025. While most of the rerating has probably already occurred,
fundamentals for the sector appear reasonably favourable. Prospects are closely tied to the anticipated economic
recovery in South Africa, which is continuing to make progress. Any disruptions, as we saw in the early part of this
year, will impact sentiment in the short term. However, fundamental trends such as higher competition for space due
to limited supply are likely to persist and lead to reduced negative reversions and, therefore, growth in rental
income. Dividend sustainability has also improved, with many companies restructuring their balance sheets, and
current dividend streams well covered by operational income. Against the backdrop of moderately declining local
interest rates, this should provide a favourable environment for decent returns in 2025.
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With anticipated income returns in excess of 9% on average, which is likely to be bolstered by some growth and
marginal rerating, we see low double-digit returns as an achievable target for the sector this year. We continue to see
select opportunities in domestically orientated names exposed to retail and industrial subsectors, while the UK retail

names also offer an attractive combination of yield, growth, strong balance sheets and accelerating improvement in
fundamentals.
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