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Market background

Risk appetite held firm in the third quarter as expectations of US rate cuts outweighed tariff concerns. Global equities
advanced, led by resilient US markets and supported by gains in Europe, the UK and emerging markets. Fixed income
told a more nuanced story: Treasuries rallied on the Fed’s first cut of the cycle, but long-dated bonds in France and
other fiscally stretched markets came under pressure. Gold, meanwhile, defied the broader ‘risk-on’ theme, surging to
record highs as investors sought protection against persistent inflation.

United States

US equity markets extended their rally in the third quarter of 2025, setting multiple record highs, a clear rebuke of the
so-called ‘September effect’. The Nasdaq led, followed by solid gains in the S&P 500 and the Dow Jones Industrial
Average. The small-cap Russell 2000 also delivered a strong quarter, approaching a record level reached in November
2021. The September rate cut and improving sentiment toward risk assets created a more favourable backdrop for
smaller companies. Advances were concentrated in information technology and communication services, underpinned
by strong earnings and confidence in the Federal Reserve’s pivot to easier policy. The ‘Magnificent Seven’ remained at
the forefront. Tesla surged nearly 50% in the quarter, with much of this in September amid a spike in demand ahead
of the impending expiration of the $7,500 EV tax credit. Alphabet, Apple and Nvidia also delivered strong gains.

Economic momentum provided a firm underpinning. Growth was revised higher for the second quarter, while third-
quarter activity was propelled by robust consumer spending. At its September meeting, the Fed delivered its first cut
of the year, lowering rates by 25bps. Markets priced in further easing, pushing Treasury yields lower and the dollar to
its weakest since early 2022. Trade policy and political risks remained a source of volatility. The US struck several trade
agreements in August that helped dampen fears of sweeping tariff escalation, though uncertainty lingered after a
court ruling on the president’s authority to levy tariffs was stayed until mid-October. Meanwhile, fears of a
government shutdown loomed over the start of the fourth quarter.

South Africa

South African equities extended their rally in September, with the JSE All Share Index reaching a fresh all-time high of
107,940, bringing the quarterly return to 13%. Gains were led by gold miners, as a weaker US dollar and rising bullion
prices buoyed investor sentiment. Domestic bonds continued to find favour with global investors, driven by higher
real yield, particularly in the context of easing US monetary policy and subdued domestic inflation. South Africa’s 10-
year government bond yield closed the quarter lower at around 9.20%.

In terms of economic data, Q2 GDP grew by 0.8% quarter-on-quarter, beating expectations of 0.5% and marking the
strongest quarterly expansion in two years. Inflation remained contained, with headline CPI declining to 3.3% in
August from 3.5% in July, while core inflation ticked higher to 3.1%, its highest level since March. Against this
backdrop, the South African Reserve Bank (SARB) kept the repo rate unchanged at 7% in September, following a 25
basis point cut in July. The decision reflected a delicate balance between anchoring inflation expectations at lower
levels and supporting growth. The SARB projected a near-term peak in inflation, with CPI expected to average 3.4% in
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2025 and 3.6% in 2026, before easing back to 3% in 2027. Meanwhile, policymakers raised their 2025 growth forecast
to 1.2% (from 0.9%) but acknowledged ongoing risks from export headwinds tied to US tariffs.

On the trade front, negotiations with Washington over the 30% tariff hike continued, with the Trump administration
signalling tentative support for a one-year extension of the African Growth and Opportunity Act, providing a potential
lifeline for South African exporters against the backdrop of a more challenging external environment.

Meanwhile, the rand continued its strong run, strengthening to around R17.27/USD at quarter-end, supported by
dollar weakness and higher gold prices.

Europe and the United Kingdom

European equities advanced over the quarter, albeit to a lesser extent than global shares. The two biggest economies
were prominent in the news, with Germany’s Q2 GDP showing a sharper-than-expected 0.3% contraction, sparking
concern that the economy could enter a recession. The country’s automakers were also weak, dragged lower by profit
warnings for Porsche and its parent Volkswagen, leaving the DAX as the only major global index in the red for the
quarter.

In France, Prime Minister Bayrou resigned after losing a confidence vote, with his replacement, Sébastien Lecornu,
now tasked with passing a budget through a fractious parliament. Other macro data was more positive, with
September’s Purchasing Managers Index rising to a 16-month high, which added to optimism around European
growth, particularly with the fiscal stimulus ahead as defence spending ramps up.

The ECB kept its key interest rate unchanged at 2% in both July and September, following seven consecutive cuts, as
inflation remained under control.

UK equities were strong performers over the quarter, with the FTSE 100 passing the 9,000 mark for the first time since
its launch in 1984. Gains were driven by healthcare and defence firms, notably majors such as AstraZeneca and GSK,
linked to positive developments in the US regarding drug pricing, and Rolls-Royce and BAE Systems, which delivered
excellent results. There were, however, some concerns surrounding the UK’s retail sector amid fears over consumer
spending and some weaker-than-expected results from key names, all of which contributed to the mid-cap FTSE 250
markedly lagging its more global sibling. Slowing growth was also in focus, with official data showing the UK economy
stagnated in July, underlining the challenge the government faces in boosting growth and repairing the public finances
in its November Budget.

China

The third quarter highlighted the widening disconnect between Chinese equity performance and the country’s
economic fundamentals. Despite persistent weakness in manufacturing, property and consumption, equity markets
advanced, powered by technology and buoyed by improving sentiment towards external risks.

The technology sector dominated performance, with the Hang Seng Tech Index climbing more than 40% in the year to
September, vastly outpacing the Nasdaq’s rise. Momentum accelerated during the quarter as enthusiasm around Al
breakthroughs and Beijing’s push for chip self-sufficiency drove sharp September gains in major names like Alibaba
and Baidu. The government’s industrial priorities aligned closely with investor appetite, reinforcing the view that
select sectors could thrive, even in a slower economy.

At the same time, investors appeared less concerned about geopolitical headwinds. In August, the Trump
administration extended the US—China tariff truce for another 90 days to early November, which eased near-term
trade pressures. This easing of external risk helped bolster global risk appetite and encouraged flows back into
Chinese assets. Bond yields rose to their highest levels since late 2024, suggesting rotation from bonds into equities as
investors bet on resilience despite mixed data.

The domestic economic picture remained challenging. Manufacturing contracted for a sixth consecutive month in
September (PMI 49.8). Consumer confidence stayed muted, retail sales growth slowed, and the property sector
continued to weigh on activity. Inflation hovered around zero, while producer prices remained in a state of deflation,
highlighting structural imbalances and weak demand. Despite this backdrop, the MSCI All China Index rose 20.5% in US
dollar terms over the quarter.
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Global equities

Global equities extended their gains in the third quarter of 2025, buoyed by resilient growth and supportive policy
shifts. Investors who had feared a deeper tariff-related slowdown were reassured as the impact proved less severe
than anticipated. The US reached trade deals with various economies, including the EU and Japan, landing on a new
tariff rate of 15%, lower than some had feared. Rhetoric towards China was more positive following direct talks, with
reports of a deal struck on TikTok. These easing trade tensions, robust earnings updates and renewed enthusiasm for
technology leaders all contributed to solid gains.

European and UK equities posted solid gains in Q3. However, political concerns resurfaced in France after President
Macron appointed his fifth prime minister in less than two years, raising questions over fiscal stability and growth
prospects. Emerging market equities outperformed those of developed markets, supported by decisive stimulus
measures in China and broad strength across Asia. Hong Kong and mainland Chinese equities outpaced their Q2 gains
by a wide margin, while Thailand, Taiwan and South Korea also posted gains, with major chipmakers Samsung
Electronics and SK Hynix riding the wave of tech enthusiasm.

Stronger domestic demand in several regions, combined with a US dollar that stabilised in Q3 following earlier
weakness and the US Federal Reserve’s September rate cut, added to the positive backdrop. By sector, information
technology again led the way, extending its outperformance as investors focused on earnings momentum and Al-
related themes. Energy lagged once more, with oil prices declining as demand forecasts were pared back and
producers, including OPEC+ and non-OPEC suppliers, signalled higher output.

Indices Q3 net return (USD)
S&P 500 8.0%

Nasdaq Composite 11.4%

MSCI ACWI 7.6

Nikkei 225 11.6%

Eurostoxx 600 3.1%

FTSE 100 7.5%

Hang Seng Index 12.4%

SSE Composite 12.7%

Indices Q3 net return (ZAR)
FTSE JSE All Share Index 12.9%

FTSE/JSE Financials Index -1.1%

FTSE/JSE Industrials Index -9.9%

FTSE/JSE Resources Index 45.5%

FTSE/JSE ALBI 6.9%

STEFI 1.8%

Source: Bloomberg, as at 30 September 2025.

Global fixed income

us

The US Treasury market posted a positive return as yields ended another volatile quarter lower, particularly at the
front end of the curve. Despite beginning on a resilient note, economic data pointed to a weaker labour market.
Inflation was more benign than expected, with trade tariffs failing to push up prices as feared. All of this drove the US
Federal Reserve (Fed) to resume its rate-cutting cycle with a 25 bps cut in September. The Fed also signalled that
future rate decisions will focus on downside risks facing the labour market; as of quarter-end, the market was pricing
in just under two more rate cuts this year.

UK

Stubborn inflation, political uncertainty and concerns over fiscal credibility all weighed on the UK government bond
market, with the yield on 30-year gilts at one stage reaching its highest level since 1998. Inflation remained well above
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the Bank of England’s (BoE) 2% target, and after a 25bps cut in August, the BoE kept rates on hold in September. No
further cuts are expected this year, reflecting persistent services inflation. Meanwhile, speculation over the
chancellor’s position and the resignation of the deputy prime minister created a noisy political backdrop. Turning to
economic data, softer manufacturing and labour-market indicators contrasted with signs of resilience in services and
consumer spending, with the latter providing some welcome support to the broader outlook.

Europe

The European Central Bank (ECB) kept interest rates on hold, as broadly expected. However, somewhat hawkish
comments by the ECB and talk of economic resilience in the face of trade tariffs drove up bond yields across the
continent. Most bond-market participants now expect no further rate cuts. A domestic political crisis in France drove
the most significant market moves within the region’s bond markets, with France’s long-dated bonds selling off
significantly. France’s credit spreads widened, ultimately resulting in Fitch downgrading the country’s credit rating to
A+ from AA-.

Japan

Various factors weighed on Japan’s bond market. On the political front, the coalition between the Liberal Democratic
Party (LDP) and Komeito lost its majority in the upper house. This, alongside the resignation of the prime minister in
September, amplified concerns over the fiscal outlook and drove up yields on long-dated bonds. Inflation remained
stubbornly above the Bank of Japan’s 2% target, while nominal wage data was strong in September. Although the
Bank of Japan kept rates steady at 0.5% throughout the quarter, the September meeting revealed that two dissenting
members voted in favour of a 25bps increase, which added further upward pressure to bond yields. As of quarter end,
the market was pricing in an 80% chance of a rate hike by the end of the year.

Indices Q3 net return (USD)
The Bloomberg US Treasury Index 1.5%
Bloomberg Global-Aggregate Total Return 0.6%
The Bloomberg EuroAgg Index 0.2%

Source: Bloomberg, as at 30 September 2025.

Commodity markets

Commaodities were mixed in September. OPEC+ supply increases and modest demand expectations put downward
pressure on oil, with Brent crude declining 1.6% to c.USS67 a barrel. This was despite the risk of reduced Russian
supplies as the US pressed India to curb imports of crude from Russia. Over Q3, Brent fell about 1%.

Copper rose on fears of a supply shortfall after a ‘mud rush’ at Indonesia’s large Grasberg mine, which also holds
major gold deposits. Mine operator Freeport-McMoRan expects production to return to pre-accident levels by 2027.
Copper ended September 4% higher vs. August. Also in September, Anglo American and Teck Resources agreed to
merge, forming a new copper-focused mining heavyweight. Among other industrial metals, aluminium gained 2.5%.
Iron ore was flat in September but rose 11% over Q3 on stronger Chinese steel demand.

Gold surged past USS$3,800/0z for the first time in late September as fears of a US shutdown boosted perceived safe-
haven demand. It closed September at US$3,859 per Troy ounce, up 12% for the month and 17% higher over Q3.
Silver outpaced gold with 16%/30% monthly/quarterly gains. Demand from gold-backed exchange traded funds (ETFs)
has been a key driver of recent gold-price rises, adding to already strong central-bank buying. Total known holdings of
gold by ETFs rose by almost 4% to approximately 96.90 million ounces. Gold equities, represented by the NYSE Arca
Gold Miners Index, outperformed the physical metal, up 21% in September and 46% over Q3. Among agricultural
commodities, corn gained 5%, while wheat and soybeans fell 2% and 3%, respectively.
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Commodity price changes over the quarter
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Source: Bloomberg, as at 30 September 2025.
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