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Domestic Equities (JSE ALSI) ended sharply lower by 7 April 2025, reversing 7% of
early April gains amid heightened political and trade uncertainty. Market sentiment
deteriorated following news of a potential collapse of the GNU and looming
reciprocal tariffs in South Africa. This dragged the ALSI's YTD performance down to -
1.5%, from +5.9% at the end of March, despite a solid 3.6% gain in March. Losses
were broad-based across the market cap spectrum. Mid-Caps declined 9.3% MTD,
Large Caps 6.9%, and Small Caps 6.2%, all erasing recent gains recorded at March-
end. Financials dropped 8.1% and Industrials fell 5.6% in the first week of April.
Resources, which surged 18.4% in March, lost 8.1% over the same period. Falling
prices, combined with flat earnings expectations, drove a meaningful de-rating in
earnings multiples.

In dollar terms, the FTSE/JSE All Share Index gained 4.6% over March, ahead of the
MSCI All Country World Index (4.0%) and outperforming the MSCI Emerging Markets
Index (0.6%).

Chart 1 (below) tracks South Africa’s exports, imports, and net exports from April
2015 to April 2025, showing a strong post-pandemic export rebound followed by a
narrowing trade surplus. Recent volatility reflects shifting global trade conditions, and
with new tariffs in play, South Africa’s export outlook is under pressure, a factor likely
contributing to recent weakness in local equities.

Local Bonds declined 2.4% over the 7 days to 7 April 2025, reversing March’s modest
0.2% gain. The asset class continues to outperform domestic equities and listed
property year-to-date. The 10-year South African government bond yield rose sharply,
moving from 10.6% at the end of March (10.5% in February) to 11.4% by 7 April. The
move reflects a broad upward shift in the yield curve across maturities.

Annual consumer price inflation held steady at 3.2% in February 2025, unchanged
from January. Month-on-month, the CPI rose 0.9%. Core inflation increased 1.1% in
February, bringing the annual rate down to 3.4%, and marking the 46th consecutive
month within the SARB’s target band. Key contributors to annual inflation were
housing and utilities, food and non-alcoholic beverages, and restaurants and
accommodation services. Cash remains attractive, offering a stable yield of 4.4%.

In March 2025, the Rand appreciated against the trade-weighted basket and the US
Dollar, strengthening from R18.46/$ to R18.32/$ by month-end, while weakening
against the Pound (3.2%) and the Euro (1.0%) However, the early April market turmoil
reversed gains. By 7 April, the Rand had depreciated sharply to R19.40/$, although it
appreciated against the trade-weighted basket (6%). Losses against the Pound and
Euro also extended further by the 7 April close.

Chart 1: South Africa Trade Net Exports

Global Market

Global markets declined 4.0% in March 2025, with losses accelerating into early April
as President Trump’s tariff announcements shook investor sentiment. By 7 April,
global equities had dropped a further 9.8%. Developed markets fell 4.5% in March and
tumbled 10% in the first week of April. US equities followed a similar path, down 5.7%
in March and 9.8% by 7 April. The S&P 500’s risk profile doubled over the period (Chat
2). Emerging markets outperformed, returning 0.6% in March and falling 9.0% in early
April, supported by China’s stimulus measures. However, MSCI China reversed
sharply, down 14.1% over the week. India (6.2%) and Brazil (6.4%) also declined but
held onto March gains of 9.4% and 6.5%, respectively. Sector performance weakened
globally. IT, Industrials, Healthcare, and Financials all declined in March, while Energy
gained 4.8% but erased those gains threefold by 7 April.

Chart 2 (below) illustrates the rolling volatility of the S&P 500, Gold, and Bitcoin from
January to April 2025. Volatility in risk assets surged in late March and early April,
with the S&P 500 experiencing a sharp spike alongside a rise in gold price volatility,
while Bitcoin remained highly volatile throughout. The broad uptick in market risk
reflects growing investor uncertainty following recent global shocks, reinforcing the
shift toward defensive positioning in portfolios.

Global listed property declined 2.5% in March 2025 and extended losses by a further
8.8% in the first week of April. US government bond yields were stable through March
2025 but declined by 40 basis points by 7 April. The move reflects growing concerns
over weakening growth momentum, a softening labour market, and declining
business and consumer confidence. BCA maintains a preference for government
bonds over credit and inflation-linked securities, viewing nominal bonds as attractive
in a fragile macro backdrop. They continue to hold an overweight position in fixed
income relative to equities, reinforcing a defensive portfolio stance.

US core PCE inflation rose 0.3% MoM in February 2025. The Fed has become more
cautious, with policymakers hesitant to cut rates aggressively amid inflation
uncertainty and political noise. However, BCA expects the economy to underperform
expectations, with slowing growth, weakening labour markets, and deteriorating
sentiment justifying more rate cuts over time. This backdrop supports their
preference for bonds over cash and equities.

Other asset classes that can be considered include structured notes, private equity,
direct real estate, commodities, and hedge funds, which 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.

Chart 2: Volatility of S&P 500, Gold Price and Bitcoin
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Asset Class (ZAR) MTD YTD 1 Year 3 Years 5 Years 10 Years
Local Equity 3.6% 5.9% 22.9% 9.4% 19.1% 9.0%
Local Property -0.9% -3.5% 19.8% 11.7% 19.0% 1.4%
Local Bonds 0.2% 0.7% 20.2% 9.8% 11.7% 8.4%
Local Cash 0.6% 1.8% 8.0% 7.3% 5.8% 6.2%
Global Equity -4.9% -3.8% 4.1% 15.4% 15.9% 13.5%
Global Property -3.5% -0.8% 3.4% 4.1% 8.1% 7.6%
Global Bonds -0.4% 0.0% 0.1% 6.2% -0.8% 4.9%

Global Cash -0.6% -1.5% 2.1% 12.8% 3.4% 6.4%
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Domestic Equities (JSE ALSI) ended sharply lower by 7 April 2025, reversing 7% of
early April gains amid heightened political and trade uncertainty. Market sentiment
deteriorated following news of a potential collapse of the GNU and looming reciprocal
tariffs on South Africa. This dragged the ALSI's YTD performance down to 1.5%, from
5.9% at the end of March, despite a solid 3.6% gain in March. Losses were broad-
based across the market cap spectrum. Mid-Caps declined 9.3% MTD, Large Caps
6.9%, and Small Caps 6.2%, all giving back recent gains recorded at March-end. Sector
performance reflected the risk-off tone. Financials dropped 8.1% and Industrials fell
5.6% in the first week of April. Resources, which surged 18.4% in March, lost 8.1% over
the same period. Falling prices, combined with flat earnings expectations, drove a
meaningful de-rating in earnings multiples. In response, Model Rankings were
upgraded to 4, and IC Rankings remained at a 3.

Fixed Income

Local Bonds declined 2.4% over the 7 days to 7 April 2025, reversing March’s modest
0.2% gain. Despite the pullback, the asset class continues to outperform domestic
equities and listed property year-to-date. The 10-year South African government bond
yield rose sharply, moving from 10.6% at the end of March (10.5% in February) to
11.4% by 7 April. The move reflects a broad upward shift in the yield curve across
maturities. Model Rankings were upgraded from 3 to 5, while IC Rankings increased
from 3to 4.

Cash

Annual consumer price inflation held steady at 3.2% in February 2025, unchanged from
January. Month-on-month, the CPI rose 0.9%. Core inflation increased 1.1% in February,
bringing the annual rate down to 3.4%, and marking the 46th consecutive month within
the SARB's target band. Key contributors to annual inflation were housing and utilities
(4.4%, contributing 1.0 percentage point), food and non-alcoholic beverages (2.8%, 0.5
pp), and restaurants and accommodation services (4.6%, 0.3 pp). Cash remains
attractive, offering a stable yield of 4.4%. Model and IC Rankings remain at 5.

Currency

In March 2025, the Rand appreciated against the trade-weighted basket and the US
Dollar, strengthening from R18.46/$ to R18.32/$ by month-end, while weakening
against the Pound (3.2%) and the Euro (1.0%) However, the early April market turmoil
reversed gains. By 7 April, the Rand had depreciated sharply to R19.40/$, although it
appreciated notably against the trade-weighted basket (6%). Losses against the
Pound and Euro also extended further by the 7 April close. Model Rankings were
downgraded to 2 (from 3), while IC Rankings remained unchanged at 3.
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Global Review
Equity

Global markets fell 4.0% in March 2025, with losses accelerating after President
Trump’s tariff announcements. By 7 April, global equities had dropped a further 9.8%.
Developed markets fell 4.5% in March and 10% in early April; US equities were down
5.7% in March and 9.8% by 7 April. Emerging markets outperformed, gaining 0.6% in
March but falling 9.0% in early April, helped by China’s stimulus, though MSCI China
dropped 14.1% over the week. India (6.2%) and Brazil (6.4%) declined but retained
March gains of 9.4% and 6.5%. Globally, sector performance weakened: IT,
Industrials, Healthcare, and Financials fell, while Energy’s 4.8% March gain reversed
by 7 April. Model and IC Rankings remain unchanged. We continue to favour high-
quality names and maintain a slight underweight to global equities.

Property

Global listed property declined 2.5% in March 2025 and extended losses by a further
8.8% in the first week of April. The sector remains under pressure as high interest
rates and softening global demand continue to weigh on investor sentiment. Model
and IC Rankings remain unchanged at 2.

Fixed Income

US government bond yields were stable through March 2025 but declined by 40 basis
points by 7 April. BCA maintains a preference for government bonds over credit and
inflation-linked securities, viewing nominal bonds as attractive in a fragile macro
backdrop. They continue to hold an overweight position in fixed income relative to
equities, reinforcing a defensive portfolio stance. Model and IC rankings remain at 4.

Cash

US core PCE inflation rose 0.3% MoM in February 2025. The Fed has become more
cautious, with policymakers hesitant to cut rates aggressively amid inflation
uncertainty and political noise. However, BCA expects the economy to underperform
expectations, with slowing growth, weakening labour markets, and deteriorating
sentiment justifying more rate cuts over time. This backdrop supports their
preference for bonds over cash and equities. 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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