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Market context

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. Meanwhile, the rand
strengthened 2.2% against the US dollar.

Performance

For the quarter, the portfolio marginally underperformed the benchmark.

The portfolio’s underweight position in several US mega-cap technology-related stocks, such as Tesla and Apple, held
back performance over the period. However, our semiconductor exposure continued to prove positive, with the likes
of NVIDIA outperforming, driven by continued evidence of strong demand for Al infrastructure and the ongoing
expansion of its Graphics Processing Unit (GPU) leadership. Taiwanese semiconductor giant TSMC also rallied on the
expansion of its 3nm (nanometer) chip, while Broadcom surged on the back of its hyperscaler investments in custom
chips. Meanwhile, leading electronic design automation (EDA) firm Synopsys, guided down full-year expectations due
to weakness in its IP segment, an issue linked to China trade tensions and Intel’s demand softness.

Japanese video game company Nintendo gave back some of its previous gains as US tariff threats on foreign
electronics stoked sector jitters. However, the leading detractor over the quarter was the London Stock Exchange,
which lagged due to concerns about US dollar weakness, disappointing half-year results, and ongoing anxiety around
disruption from Al.

Stock selection in the materials sector added to performance. The leading stock contributor was Barrick Gold, which
outperformed due to renewed bullion strength, as gold prices soared to record highs amid global uncertainty,
prompting sustained investor appetite for gold producers. Communication services stocks were bolstered by strong
performances from leading Chinese internet companies, particularly gaming giant Tencent. Investor rotation into
internet leaders was driven by renewed optimism about monetising Al, with Tencent also seeing an improvement in
game approvals. The same trends boosted online e-commerce giant Alibaba.
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In a challenging period for healthcare stocks, Belgium’s UCB outperformed due to strong sales momentum in its key
drug Bimzelx, as well as benefiting from a key competitor reporting a disappointing outcome for its rival product,
which removed a potential threat. In contrast, medical technology business Boston Scientific underperformed, largely
due to sector rotation.

Outlook

The global economy enters the final quarter of 2025 on firmer ground, supported by easing financial conditions and
improving global trade sentiment. The recalibration of US trade policy earlier in the year, combined with a measured
shift in global monetary stances, has helped anchor growth expectations and temper fears of a sharp slowdown.
Inflation pressures remain uneven, but the disinflationary trend has gained traction against a backdrop of
stagflationary fears, allowing central banks to pivot gradually toward policy normalisation. Against this backdrop, the
macro environment continues to balance solid near-term momentum with lingering structural concerns.

In the US, growth remains resilient but more narrowly based, driven primarily by technology investment and wealth-
supported consumption. Labour market data suggest slowing job creation and tighter real income dynamics, while
inflation persists in core services. The US Federal Reserve has begun rate reductions and is expected to ease twice
more in Q4, providing a modest tailwind to risk assets heading into 2026. Corporate earnings continue to be led by
high-quality technology and communications names, underpinned by secular demand for Al-related services and
renewed buyback activity. Broader equity valuations, however, remain very full, leaving markets sensitive to any
policy change, earnings disappointments or simply behavioural shifts.

In Europe, momentum has improved as fiscal expansion and easing energy costs support a nascent cyclical recovery.
The UK market, still attractively valued and rich in global cyclicals, continues to offer differentiated opportunities,
particularly in materials and financials. Japan maintains steady progress, benefiting from real wage gains, governance
reforms, and a supportive currency environment. Across Asia ex-Japan, the picture remains mixed: India is perhaps
poised for renewed strength following recent consolidation, while China’s “anti-involution” capacity policies and
incremental fiscal support, coupled with their own Al and technology optimism, may mark the start of a more durable
margin recovery in select industrial sectors.

Looking into 2026, the global investment landscape remains primarily defined by divergent fiscal and monetary policy
cycles and the durability of the Al-driven capital expenditure boom. Fiscal policy is expected to remain supportive
across major regions, offsetting weaker private demand. These forces suggest a mid-to-late-cycle environment
characterised by modest growth, easing inflation, and continued valuation dispersion across markets and sectors.

Persistent macro volatility, structural dislocations, and potential shifts in currency leadership create a favourable
environment for active investors. Valuation dispersion, geopolitical realignment, and disjointed policy cycles present
both risks and opportunities. In this context, a disciplined investment approach focused on collaborative intelligence —
combining proprietary data-driven outputs and fundamental insights — is uncovering attractive bottom-up
opportunities in technology, industrials, and financials. Increasing exposure to non-US assets and preparing for further
shifts in global capital flows are prudent steps toward building long-term portfolio resilience and supports our ability
to deliver consistent portfolio outcomes over the long term.
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