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Local Market

Domestic equities bounced back in January after a three-month downturn at the
end of 2024. The FTSE/JSE All Share posted a 2.3% return at January 2025
month-end, starting the year on a positive note and lifting the index’s rolling
12-month performance to 19.6%. Among market caps, Large Caps led with a
3.3% return, while Mid-Caps climbed 0.7% and Small Caps fell by 4.6% over the
month.

The Resources sector drove much of the domestic equity gains as shown in
Chart 1 (below), rising 16.3% in January 2025. The luxury conglomerate
Richemont, along with several gold and platinum miners, was a key contributor
to the domestic resource equity sector’s performance in January 2025.

In dollar terms, the FTSE/JSE All Share Index gained 3.4% over January, in line
with the MSCI All Country World Index (-2.4%) and outperforming the MSCI
Emerging Markets Index (-0.1%).

Local bonds climbed 0.4% in January 2025, posting a 16.9% gain over the past
12 months, though they still lag equities. On a three-year basis, domestic bonds
slightly outperformed equities with a 10.1% return; while they are ahead of
property, they trail equities on a five-year basis (9.4%). The South African 10-year
government bond yield increased from 10.2% to 10.3% at December 2024 month-
end, reflecting a broad upward shift in yields across maturities.

Headline inflation increased slightly in December 2024, inching up to 3.0% from
2.9% in November and entering the lower bound of the South African Reserve
Bank’s target inflation band. Core inflation compressed by 0.1% month-on-
month, bringing its annual rate down to 3.6%—the lowest since February 2022
and marking the 43rd consecutive month within the target range. Food and
transport inflation increased by 0.2% and 0.4% month-on-month, respectively.
Cash continues to offer an attractive real yield of 4.6%.

The Rand weakened against the trade-weighted basket but strengthened against
major currencies, moving from R18.83/$ at the start to R18.66/$ by month-end.
Over the past year, it appreciated by 0.1% against the US dollar, 4.3% against the
Euro, and 2.4% against the Pound Sterling. The Rand is estimated to be 56%
undervalued relative to the dollar.

Chart 1: Domestic Equity Gains

Global Market

Global markets posted a 3.4% gain in January, driven by robust developed
market performance—especially a European equity rally of 7.7% that outpaced
U.S. returns of 2.8%. The FTSE 100 recorded a strong 5.4% gain in January 2025.
Emerging markets gained 1.8%, with Brazil up 12.4% and South Africa at 3.4%,
though declines in India (-3.6%) and China (-2.4%) offset Brazil's rally.

Sector-wise, Materials advanced 4.9%, Industrials 4.4%, Financials 6.0%, Health
Care 6.1%, and Energy 2.5%, while Technology fell 1.1%. US mega-tech
underperformance in January 2025 was partly due to Chinese hedge fund owner
Liang Wenfeng’s announcement to fund a replica of the OpenAl Artificial
Intelligence model, DeepSeek, at a significantly lower cost than the industry
leader and without using Nvidia chips. This triggered a 17% drop in Nvidia's stock
price.

Man Group identified at the end of 2024, the Magnificent 7 made up over one-
third of the S&P 500, nearly one-quarter of the MSCI World, and more than one-
fifth of the MSCI ACWI1. Chart 2 (below) shows the relative growth of an equal-
weighted portfolio of the Magnificent 7 versus the MSCI ACWI over from the
beginning of 2024. This equal-weighted portfolio is roughly 500% more volatile
than the MSCI ACWI, highlighting the M7’s market dominance.

Global property markets gained 1.5% in January, though over the past 12
months, property returned 8.5%. US government bond yields held at 4.5% by
January 2025 month-end, as investors anticipate inflationary policies from the
new administration. The Bloomberg Global Aggregate Index rose 0.6% over the
month. BCA favours nominal bonds over TIPS, expecting slowing growth,
declining inflation, and a more aggressive Fed rate-cutting cycle, with a defensive
stance favouring fixed income over equities for the next 12 months.

US headline PCE increased 0.2% month-on-month in December, drifting further
from the Fed's 2% target. This supports the Fed's view of elevated inflation and a
need for a more hawkish approach—especially as President Trump implements
tariffs on key trading partners. Markets now expect fewer rate cuts, though BCA
believes the Fed will eventually cut rates more than

Chart 2: Magnificent 7 vs MSCI ACWI
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Asset Class (ZAR) MTD YTD 1 Year 3 Years 5 Years 10 Years
Local Equity 2.3% 2.3% 19.6% 9.2% 13.1% 8.9%
Local Property -2.3% -2.3% 21.0% 12.8% 5.2% 2.1%
Local Bonds 0.4% 0.4% 16.9% 10.1% 9.4% 8.0%
Local Cash 0.6% 0.6% 8.1% 7.1% 5.8% 6.2%
Global Equity 2.3% 2.3% 21.2% 15.4% 16.0% 15.1%
Global Property 0.4% 0.4% 8.9% 3.3% 4.8% 8.1%
Global Bonds -0.5% -0.5% 0.6% 2.6% 2.3% 5.1%

Global Cash -0.7% -0.7% 5.7% 11.0% 7.2% 6.9%
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Local Review
Equity

Domestic equities rebounded in January after a three-month downturn at the end of
2024. The FTSE/JSE All Share gained 2.3% in January 2025, boosting its rolling
12-month return to 19.6%. Among market caps, Large Caps led with a 3.3% return, Mid
Caps climbed 0.7%, while Small Caps fell 4.6%. The Resources sector drove gains,
rising 16.3%—with luxury conglomerate Richemont emerging as a top performer
among gold and platinum miners. Domestic Industrials posted a modest 0.5% gain,
whereas clothing retailers and tech giants like Prosus and Naspers declined; however,
favourable regulatory shifts helped offset some losses for companies such as MTN
and Vodacom. A combination of rising prices and softer earnings resulted in an
expansion of earnings multiples. Model and IC rankings remain at 3.

Fixed Income

Local bonds climbed 0.4% in January 2025, posting a 16.9% gain over the past 12
months, though they lag behind equities. On a three-year basis, domestic bonds
slightly outperformed equities with a 10.1% return, and while they are ahead of
property, they trail equities on a five-year basis (9.4%). The South African 10-year
government bond yield increased from 10.2% to 10.3% at December 2024 month-end,
reflecting a broad upward shift in yields across maturities. Model and IC rankings
remain at 3.

Cash

Headline inflation edged up in December 2024, rising to 3.0% from 2.9% in November
and reaching the lower bound of the SARB's target band. Core inflation compressed by
0.1% month-on-month to an annual rate of 3.6%—its lowest since February 2022 and
marking 43 consecutive months within target. Food and transport inflation climbed by
0.2% and 0.4%, respectively. Cash continues to yield an attractive 4.6%, with both IC
and model rankings maintaining an overweight allocation recommendation.

Currency

In January 2025, the Rand weakened against the trade-weighted basket but
strengthened against major currencies, moving from R18.83/$ at the start to R18.66/$
by month-end. Over the past year, it appreciated by 0.1% against the US dollar, 4.3%
against the Euro, and 2.4% against the Pound Sterling. The Rand is estimated to be

56% undervalued relative to the dollar. Model and IC rankings remain neutral on
currency allocation.
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Global Review
Equity

Global markets posted a 3.4% gain in January, driven by robust developed market
performance—especially a European equity rally of 7.7% that outpaced U.S. returns of
2.8%. The FTSE 100 recorded a strong 5.4% gain in January 2025. Emerging markets
gained a modest 1.8%, with Brazil up 12.4% and South Africa at 3.4%, although
declines in India (-3.6%) and China (-2.4%) offset Brazil's rally. Sector-wise,
Materials advanced 4.9%, Industrials 4.4%, Financials 6.0%, Health Care 6.1%, and
Energy 2.5%, while Technology fell 1.1%. We continue to focus on high-quality stocks
and maintain our global equity allocation slightly below benchmark.

Property

Global property markets gained 1.5% in January. Over the past 12 months Property
returned of 8.5%. Model rankings remain steady at 3.

Fixed Income

US government bond yields remained flat at 4.5% by January 2025 month-end, as
investors anticipate inflationary policies from the new administration. The Bloomberg
Global Aggregate Index rose 0.6% over the month. BCA favours nominal bonds over
TIPS, expecting slowing growth, declining inflation, and a more aggressive Fed rate-
cutting cycle. Their stance remains defensive, with fixed income preferred over
equities for the next 12 months. Model and IC rankings remain at 4.

Cash

US headline PCE rose 0.2% MoM in December, moving further from the Fed's 2%
target. This reinforces the Fed's view of high inflation and the need for a hawkish
stance—especially as President Trump implements tariffs on key trading partners.
Markets now expect fewer rate cuts, although BCA believes the Fed will eventually
cut rates more than currently priced. IC and model rankings remain neutral.

Alternative

Other asset classes that can be considered include structured notes, private equity,
direct real estate, commodities, and hedge funds and can provide investors with
uncorrelated returns. These uncorrelated global assets are particularly attractive in
low-interest rate environments as they offer asymmetric return profiles. Alternative
asset classes can thus perform a useful role in multi asset portfolios as they help
provide more consistent returns.
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Disclaimer

Seed Investment Consultants is an Authorised Financial Services Provider in terms of the Financial Advisory and Intermediary Services Act (Act No. 37 of 2002). The laws of the
Republic of South Africa shall govern any claim relating to or arising from the contents of this document. This document may not be amended, reproduced, distributed or published
without the prior consent of Seed Investment Consultants.

No guarantee is provided as to the values of any financial product mentioned in this document. All illustrations, forecasts, information and opinions provided within this document
are of a general nature and are not intended to address the circumstances of any particular individual or entity. This document or hypothetical data are based on reasonable
assumptions, are not guaranteed to occur, and are provided for illustrative purposes only. While we endeavour to provide accurate and timely information, all illustrations, forecasts
or hypothetical data are not guaranteed and are provided for illustrative purposes only. We make no representation or warranty, expressed or implied with respect to the correctness,
accuracy or completeness of the illustrations, forecasts, information or opinions. No party should act upon such information or opinion without obtaining the appropriate
professional and specialised financial, legal and tax advice based upon a thorough examination of their particular situation. Seed Investment Consultants will not be held liable for
any direct or consequential loss or damage suffered by any party as a result of that party acting on or failing to act on the basis of information or opinion provided by or omitted from
this document.

The value of financial products can increase as well as decrease over time depending on the value of the underlying securities and market conditions. Changes in exchange rates
may have an adverse effect on the value price or income of any product. Please note that forecasts are only about the expected future performance of asset classes or the market in
general.

Past performance is not necessarily a guide to future performance. Performance has been calculated using net NAV to NAV numbers with income reinvested. The performance for

each period shown reflects the return for investors who have been fully invested for that period. Individual investor performance may differ as a result of initial fees, the actual
investment date, the date of reinvestments and dividend withholding tax. Full performance calculations are available from the manager upon request.

Investors should at all times remain aware of the risks involved in the buying or selling of any financial product.

For any additional information please visit our website on www.seedinvestments.co.za.
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