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Market context

Risk appetite held firm in the third quarter, underpinned by resilient global growth, supportive policy shifts and
expectations of US rate cuts. Fears of a deeper tariff-related slowdown eased as the impact proved less severe than
expected.

US equities extended their rally, setting multiple record highs and defying the so-called ‘September effect’. The
Nasdaq led gains, followed by the S&P 500 and Dow Jones Industrial Average, while the small-cap Russell 2000 also
had a strong quarter. The US results season surprised to the upside, particularly among technology and semiconductor
companies, as Al-related capital expenditure by the hyperscalers took another step up. The renewed enthusiasm for
the sector led some to question whether an ‘Al bubble” was forming, but strong earnings delivery and broadening
profit growth helped sustain momentum.

Emerging market equities also delivered strong returns, with the MSCI Emerging Markets Index up 10.6% in US dollar
terms. Enthusiasm for Asian technology stocks, particularly those linked to Al, buoyed sentiment. Chinese equities
gained more than 20%, an impressive result given the ongoing weakness in manufacturing, property and
consumption.

Fixed-income markets told a more nuanced story. US Treasuries rallied on the Federal Reserve’s (Fed’s) first rate cut of
the cycle, though questions over Fed independence briefly unsettled markets as political pressure mounted for faster
easing. Long-dated European bonds, especially in fiscally stretched markets such as France, lagged. Overall, sovereign
and corporate debt indices posted solid gains, led by high-yield issuers. Inflows into emerging-market debt gathered
momentum, particularly in local-currency markets.

Gold defied the broader ‘risk-on’ tone, surging to record highs as investors sought protection against persistent
inflation.

South African assets participated in the global rally. The JSE All Share Index reached a record in September, bringing
quarterly returns to 13%, led by gold miners benefitting from a weaker dollar and rising bullion prices. Domestic bonds
remained in favour with global investors, supported by attractive real yields and subdued local inflation. The 10-year
government bond yield ended the quarter near 9.2%.

On the macro front, Q2 GDP grew 0.8% quarter-on-quarter, ahead of expectations and marking the strongest
expansion in two years. Headline CPI eased to 3.3% in August, while core inflation rose to 3.1%, its highest since
March. The South African Reserve Bank kept the repo rate steady at 7% in September, following a 25-basis-point cut in
July. Trade negotiations with Washington continued over the 30% tariff hike, with the Trump administration signalling
tentative support for a one-year extension of the African Growth and Opportunity Act.

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

Over the quarter and the month, the portfolio delivered a positive absolute return.

Key contributors:

- Gold holdings, including AngloGold Ashanti, Gold Fields and Newmont, together with the Strategy’s gold ETF,
delivered strong gains

- Diversified miners, including Anglo American and Glencore, were supported by higher copper exposure and
improved sentiment toward resources.

- Naspers and Prosus gained from improved sentiment toward Chinese technology stocks.

- South African government bonds(SAGBs) rallied on the back of growing credibility around a lower inflation
target and attractive real yields.

- SA property holdings benefitted from positive results and contractual earnings resilience.

- Global technology and semiconductor stocks rebounded as hyperscaler Al-related capex surprised to the
upside.

Key detractors:

- South African cyclical holdings, including retailers, banks and insurers, lagged despite the broader rally,
reflecting muted growth prospects and constrained consumer demand.

- Offshore defensives, including global staples, utilities and insurance holdings, underperformed in the risk-on
environment.

- Offshore assets in general, where rand strength diluted otherwise positive performance in global equities.

The portfolio entered the quarter with an elevated cash allocation but deployed selectively into conviction areas. Early
in the quarter, positions in gold and PGMs were topped up on weakness, while Anglo American and Glencore were
added to on pullbacks. Offshore, we increased exposure to select industrials and utilities on weakness, and
reintroduced Apple, while also topping up positions in Planet Fitness and Pinterest.

On the sell side, we trimmed Rheinmetall after strong performance, as well as Johnson & Johnson later in the quarter,
where the valuation had run ahead of fundamentals. Within South Africa, we took profits in MTN, Discovery and
British American Tobacco, while rotating within the retail sector to higher-conviction holdings.

Overall asset allocation remained broadly stable, with only marginal increases to equity exposure early in the quarter.
Bond positioning was maintained, with a continued preference for SAGBs over global sovereigns.

Outlook and strategy

While risk assets have climbed a wall of worry and delivered strong returns year-to-date, some near-term
consolidation would not be surprising. Our base case remains that global growth is slowing but is likely to be more
resilient than markets forecast, supported by policy easing and capital expenditure linked to the build-out of artificial
intelligence infrastructure, and ongoing fiscal spending on defence and infrastructure in Europe. Valuations are full,
but not excessive given the earnings backdrop, while sentiment is neutral rather than euphoric, leaving scope for
further upside. Any correction is likely to be shallow, as investor positioning remains neutral with many participants
looking to buy on weakness. We therefore remain constructive on risk assets, retaining some cash to deploy into
opportunities in the months ahead.
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In China, growth remains sluggish despite incremental policy support. Unless authorities deliver a more forceful fiscal
package, momentum is likely to stay subdued. US-China relations will become a focus in the coming months as their
respective governments aim to finalise a trade deal - the US relying on China’s rare earths, and China on US
semiconductors, a dynamic that should support sentiment on both sides. Our exposure to China is focused on
companies with strong fundamentals at a reasonable valuation within a subdued growth backdrop.

In South Africa, the growth outlook remains muted, but a stronger rand, favourable terms of trade and credible
inflation-targeting discussions are positive tailwinds. Local bonds continue to offer attractive real yields, while ‘SA Inc.’
equities require careful selectivity, with holdings able to deliver despite the weaker growth backdrop due to taking
market share, innovating or pursuing self-help initiatives.

We maintain a balanced stance, favouring companies with pricing power, margin resilience and supportive
fundamentals. South African government bonds remain preferred to global sovereigns, and we continue to hold
positions in gold, PGMs and diversified miners, alongside selective offshore equities. Uncertainty and unexpected
policy moves are likely to remain in play, but our Compelling Forces framework keeps us focused on fundamentals,
valuations and price behaviour, allowing us to remain nimble without being reactive.
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