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Market background 
 
Global equities were flat in November, the first month since March that did not finish in the green. While the S&P 500 

squeaked into positive territory and the blue-chip Dow Jones Industrial Average and the Russell 2000 index of smaller 

companies saw gains, the tech-heavy Nasdaq lagged as investors reassessed the lofty valuations of the AI leaders, with 

the ‘Magnificent 7’ declining as a collective for the first time since March. Emerging markets also delivered an uneven 

month with Chinese equities drifting lower as sentiment remained fragile, while India’s market scaled new highs.  

Global bond markets remained volatile as shifting policy expectations dominated performance. In the US, uncertainty 

caused by the prolonged government shutdown and delayed data releases led to sharp moves in rate-cut odds, with 

Treasury yields falling and the curve steepening as expectations turned more dovish. In the UK, gilts rallied late in the 

month on a more supportive fiscal stance.  

In contrast, yields in Europe and Japan moved higher. European Central Bank minutes reinforced the view that rate 

cuts are unlikely in the near term, while renewed scrutiny of German fiscal plans pushed bund yields up. Japanese 

government bond yields rose sharply following a larger-than-expected stimulus package and a more hawkish tone 

from the Bank of Japan.  

In South Africa, the FTSE JSE All Share Index closed firmer, supported by improving domestic fundamentals and a more 

constructive global backdrop. In other news, headline inflation rose to 3.6% in October, marginally below market 

expectations, while core inflation eased to 3.1%. Retail trade rose by 3.1% year-on-year in September, well above the 

downward-revised 2.2% increase in August. The rand benefitted from the positive momentum, edging firmer to 

around R17.3 per US dollar. 

Performance review  
Over the month, the portfolio delivered a positive absolute return, largely supported by domestic assets.  

Key contributors 

- SA-listed property benefitted from good results, lower bond yields and falling inflation expectations. 

- Precious metals: The gold exchange-traded fund (ETF) gained as gold retained momentum after a resilient 

prior month, while select gold and platinum group metals (PGM) stocks also contributed.  

- 'SA Inc.' holdings: Positive contributions came from consumer staples, including Tiger Brands following strong 

results, as well as from British American Tobacco and insurance holdings. 

- Small- and mid-cap stocks: Kept pace with large caps for the first time this year, supported by the rally in SA 

bonds and improving domestic fundamentals. 

- Alphabet: Rose on strong results and demonstrable progress in the Artificial Intelligence race.  
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Key detractors: 

- Offshore equities: Global equity exposure detracted as the stronger rand reduced returns in a month when 

global equity indices were broadly flat.  

- Mega-cap tech: Nvidia, Broadcom, Microsoft, TSMC, Amazon pulled back after strong prior performance, 

despite no change in fundamentals. 

- SA technology holdings: Naspers and Prosus declined as the market questioned the outlook for certain ‘rump’ 

assets, including the resilience of classifieds businesses in an AI-driven environment and rising competitive 

pressure in food delivery. A reduction in share-buyback activity further weighed on sentiment. 

- Telecoms: MTN softened after a period of strong performance 

The portfolio topped up on selected gold and PGM holdings early in the month following a temporary pullback. Later 
in the month, profits were taken on Tiger Brands following a strong run, though conviction in the holding remains. 
We also initiated a position in Brazilian local bonds, the first global bond addition since mid-2024. The position 
currently accounts for about 1.5% of the portfolio, with scope to add if market weakness creates an attractive entry 
point. Offshore activity outside the Brazilian bond purchase was limited.  

Outlook and strategy 
The macro backdrop continues to move in a constructive direction. Growth has been slowing but less than expected, 

while inflation, though still elevated, has surprised on the downside. This has supported risk assets despite market 

swings driven largely by shifting expectations around US rate cuts rather than changes in fundamentals. 

We continue to expect the US Federal Reserve (Fed) to cut rates over the coming year, though the timing may remain 

a source of volatility. A premature signal that the cutting cycle is complete would unsettle markets. An additional 

complexity is that the US economy appears stronger in aggregate data than it does beneath the surface. Several 

interest-sensitive parts of the economy remain under pressure, recent data has softened at the margin and fiscal 

stimulus is already working to stabilise these weaker areas ahead of next year’s election. This creates a tension for the 

Fed: while headline numbers suggest room to pause, the broader economic picture and the political backdrop both 

argue for maintaining an easing bias. Fed communication will therefore remain an important near-term driver of 

market sentiment. 

Fiscal policy in the US and Europe is expected to support growth, with China adding incremental stimulus. Monetary 

policy is also moving toward easing, and liquidity conditions should improve as quantitative tightening slows. 

Together, these dynamics create a constructive backdrop for the early part of the year. Earnings are being upgraded in 

several key sectors, and a broadening of that momentum would strengthen the durability of market performance. 

In Europe, we remain focused on companies anchored by clear structural drivers, given subdued earnings momentum 

at the index level. In China, stimulus remains measured and growth fragile, so exposure continues to be selective and 

fundamentals led. 

In South Africa, lower bond yields are beginning to support parts of ‘SA Inc.’ even as overall growth remains muted. 

Several domestic holdings continue to deliver through areas less tied to the GDP cycle, such as financial services, 

business banking, health platforms, and diversified product ecosystems. We remain selective rather than broadening 

exposure across the market, as the benefits of falling yields may not be evenly distributed. 

Overall, we remain constructive on risk assets. The current equity allocation offers participation while preserving 

flexibility, should volatility pick up around central-bank communication. Precious metals continue to play a role, and 

we have selectively added to gold and PGMs following a pullback. We also initiated a position in Brazilian government 

bonds, where attractive real yields provide meaningful carry and downside protection. 

Our balanced positioning, focused on resilient fundamentals and businesses that can grow independently of the cycle, 

leaves the portfolio well-positioned to capitalise on emerging opportunities. 


