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Market overview
Fed rate cut fuels market gains

Markets continued to power ahead during the third
quarter, supported by generally accommodative
monetary policy, as the US Federal Reserve (Fed)
delivered its first rate cut in nine months during
September. The MSCI World Index rose 7.4% for the
quarter and 17.8% year-to-date (YTD), with the S&P
500 up 8.1% and 14.8%, the DAX Index down 0.2% and
up 35.7%, the Nikkei 225 up 9.1% and 21.9%, and the
MSCI Emerging Markets Index up 10.9% and 28.1%
(quarter and YTD in US dollars, respectively).

Domestically, the FTSE/JSE Capped Shareholder
Weighted All Share Index (Capped SWIX) gained
12.8% for the quarter and 31.7% YTD in rands. With the
rand strengthening against a weakening US dollar,
the index was up 15.8% for the quarter and 43.3% YTD
in US dollars. However, the domestic rally remained
narrow, driven primarily by gold and platinum group
metals (PGMs), in addition to Napers and Prosus.

Portfolio performance and positioning
Fund performance overview

The Amplify SCI Balanced Fund (Al Class) delivered
a pleasing return of 8.9% for the quarter.

Domestic equities (45.8% of the fund) returned
14.9%. This allocation is skewed towards the
precious metal-related names that led the JSE
rally: AngloGold Ashanti (3.8% weight, +53.9%),
Gold Fields (2.5%, +77.2%), Impala Platinum (2.0%,
+40.0%), Northam Platinum (0.9%, +47.9%) and
Valterra Platinum (0.5%, +56.7%), which the fund
added to in the bookbuild when Anglo American
disposed of its remaining stake. While some
detractors were present (e.g. Anheuser-Busch
InBev, Mondiand certain banks), the overall impact
of the domestic equity positioning was positive.
Domestic fixed income (16.6%) returned 6.5%.
Exposure to South African government bonds
benefited from the South African Reserve Bank
(SARB)’'s dovish stance - signalling a preference
for the lower end of the inflation band and holding
the repo rate steady at 7%. This supported a strong
rally in the FTSE/JSE All Bond Index (ALBI). Foreign
equities (26.6%) returned 4.6%. Foreign bonds
(5.1%) returned 2.5%, while domestic property
(1.7%) returned 10.0%.

The Fed cuts rates while the SARB holds steady

The Fed faced renewed threatstoitsindependence
from President Trump. Initially, the Federal Open
Market Committee (FOMC) adopted a cautious
approach by maintaining the policy rate. By the
end of the quarter, the committee identified a
shift in the balance of risks and prioritised the
employment component of its dual mandate over
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“The SARB made a significant shift this quarter by expressing a clear preference to target the lower end of
the inflation range, specifically aiming for 3%."

inflation. This reassessment resulted in the first
interest rate cut in nine months, lowering the
target federal funds rate to 4.00%-4.25%.

The SARB made a significant shift this quarter by
expressing a clear preference to target the lower
end of the inflation range, specifically aiming for
3%. In doing so, the central bank decided to keep
interest rates steady at 7% during two consecutive
meetings. This approach was positively received
by the market, as evidenced by the performance
of local bonds. The closest proxy for a 10 year-bond,
the South African government bond maturing in
2035 (R2035), rallied by 79 bps over the quarter,
driving a 6.9% rally in the All Bond Index over the
quarter. The fund has benefited from its exposure
to the South African government bonds.

Positioning: Finding value at home while staying
cautious abroad

Domestic-focused companies have lagged and offer
attractive opportunities. An interesting dynamic
related to this is the dislocation between our bond
yields and domestic equity valuations. SA bond
yields have rallied strongly as markets priced in the
anticipated 3% inflation target. Domestic-focused
stocks typically price off the SA government bond
yield as the risk-free rate used in the cost of equity
but have not followed during the recent SA bond
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result, we think SA-focused stocks offer a compelling
opportunity at current valuations.

Internationally, after strong price gains, headline
index valuations are high in historical terms and
require ongoing strong earnings and cash flow
growth to justify investor optimism. The Amplify
SCI Balanced Fund, through its holding in the
Laurium Global Active Equity Fund, holds shares in
high-quality companies that are very well placed
to meet and beat market expectations over time.
While periodic volatility should be expected after
such a strong period of price gains, the outlook
for several key segments of the global economy
remains highly attractive.

The fund has retained its overweight position,
relative to its strategic asset allocation position
in domestic South African equities and to South
African fixed income. Although the fund has
narrowed its underweight to offshore equity, it
remains underweight offshore equity, given our
concerns over valuations, and to offshore fixed
income.

Disclaimer

Sanlam Collective Investments (RF) (Pty) Ltd (“SCI") is a registered and approved
Manager in terms of the Collective Investment Schemes Control Act. Collective
investment schemes are generally medium- to long-term investments. Past
performance is not necessarily a guide to future performance, and the value of
investments/units /unit trusts may go down as well as up. A schedule of fees and
charges and maximum commissions is available from the Manager on request.
Collective investments are traded at ruling prices and can engage in borrowing
and scrip lending. The Manager does not provide any guarantee with respect to
either the capital or the return of a portfolio. The manager has the right to close
the portfolio to new investors in order to manage it more efficiently in accordance
with its mandate. Income funds derive their income primarily from interest-bearing
instruments. The yield is current and is calculated on a daily basis. If the fund holds
assets in foreign countries it could be exposed to the following risks regarding
potential constraints on liquidity and the repatriation of funds: macro-economic,
political, foreign exchange. The Manager retains full legal responsibility for the co-
brand portfolios. Collective investments are calculated on a net asset value basis,
which is the total market value of all assets in the portfolio including any income
accruals and less any deductible expenses such as audit fees, brokerage and service
fees. Forward pricing is used. Performance is based on NAV to NAV calculations
with income reinvestments done on the ex-div date. Performance is calculated
for the portfolio and the individual investor performance may differ as a result of
initial fees, actual investment date, date of reinvestment and dividend withholding
tax. Amplify SCI Balanced Fund maximum fund charges include: Manager
initial fee (max.): 0.00%; Manager annual fee (excl. VAT): 0.95%; Total Expense
Ratio (TER): 116%. The Manager retains full legal responsibility of the third-party
portfolio. The registered name of the fund is Amplify Sanlam Collective Investments
Balanced Fund.

Laurium Capital is a licensed financial services provider
(FSP: 34142)
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