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Market background

The third quarter of 2025 was a strong one for global equity markets, marking the third consecutive quarter of gains
across most major regions. Global equities rose by 7.0%, supported by resilient US economic data, ongoing Al
enthusiasm, and renewed optimism around policy easing. The US Federal Reserve cut rates by 25 basis points to
4.25%, with similar moves by the ECB and other major central banks reinforcing the soft-landing narrative. The
“Magnificent 7” advanced another 9% in September, sustaining momentum in technology and communication

services sectors.

Emerging markets extended their outperformance over developed markets for a third straight quarter — the longest
streak since 2017 — buoyed by a sharp recovery in China following the government’s most significant stimulus since
the pandemic.

Locally, South African equities rallied strongly, with the MSCI South Africa Index up 11.4% in September and 19.5%
over the quarter, its best stretch since 2020. Precious metals and mining stocks surged more than 30% as gold and
platinum prices jumped, while heavyweight counters such as Naspers and Prosus benefited from the rebound in
Chinese tech. The rand strengthened 2.2% against the US dollar, supported by improved sentiment and falling bond
yields as the SARB held rates steady at 7.0%. The resource-led rally helped South Africa outperform both emerging
and developed market peers, underscoring renewed foreign appetite for local assets.

Performance review

For the quarter, the portfolio outperformed the benchmark.

Overweight exposure to Fortress Real Estate Investments, Redefine Properties, and Hyprop Investments contributed
to relative performance, with each counter benefiting from continued operational recovery, positive financial results
and trading updates. Our overweight position in Vukile Property Fund also added value, supported by upbeat
guidance from its Spanish portfolio and resilient local retail performance.

The portfolio’s zero weighting in smaller UK income-focused REITs, including Primary Health Properties, Assura, and
Supermarket Income REIT, contributed positively. These counters came under pressure amid renewed volatility in UK
bond yields and currency headwinds from a stronger rand, which weighed on sterling-denominated returns.

The portfolio’s international allocation detracted modestly, as exposure to UK and continental European names
underperformed. Sirius Real Estate, Tritax Big Box, and Vonovia all lagged amid renewed upward pressure on
developed market bonds. Currency movements further weighed on returns, as the sterling and euro weakened
against the rand over the period.

Also weighing on relative returns was the portfolio’s underweight position in Growthpoint Properties, given its large
benchmark weight and upgraded outlook following strong results, which drove the share price higher.
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Outlook and strategy

The listed property sector continues to show encouraging signs of stabilisation, supported by firmer operational
performance and improved balance sheet discipline. While valuations have recovered from last year’s lows, the sector
still trades at a meaningful discount to its underlying asset values, offering a compelling combination of yield and
growth.

Domestic fundamentals continue on an improving trajectory as tenant demand normalises, vacancies trend lower, and
rental reversions stabilise across most retail and industrial segments. The office sector remains challenged, but
pockets of recovery are evident in well-located, energy-efficient buildings. Encouragingly, several REITs are
normalising to higher payout ratios, supporting dividend yields and growth, as balance sheets strengthen and interest
cover ratios improve.

Macro conditions remain a key driver of sentiment. The interest rate cutting cycle continues to be a key driver for
returns, both from a rating and financial leverage perspective. Combine this with a steady rand and contained
inflation, and ratings for SA-listed property should be stable, if not improving. Selective offshore exposure continues
to offer diversification benefits alongside solid operational momentum.

Against this backdrop, the portfolio remains positioned towards domestically focused counters with sustainable
income visibility, solid management execution, and clear capital allocation discipline, while maintaining selective
exposure to higher-growth international names.
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