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2026 has begun with a literal bang, highlighted by the reported capture of Venezuela’s
President, Nicolas Maduro, by the U.S. Drug Enforcement Administration (DEA). In
isolation, this could be dismissed as another extraordinary breach of diplomatic norms.
However, it's occurred in a world already defined by heightened geopolitical tension
marked by multiple active conflicts and flashpoints, and crucially, a renewed focus on
democratic fragility in places investors have historically treated as institutional bedrocks.

For investors in developing economies, the weakening of institutions is not an abstract
concept. Erosion typically begins slowly and then with increasing momentum, while
rebuilding credibility is far harder. What feels different today is that concerns once
“reserved” for emerging markets are increasingly being discussed in the context of the
United States: pressure on independent institutions, a more transactional approach to
international relationships, and the risk that policymaking becomes shaped by “policies
for friends with economic benefits” rather than stable, predictable rules. Against this
backdrop, markets are beginning to question whether the U.S. can still be relied upon as
the unquestioned safe haven it has historically been. Meanwhile, other potential anchors
such as China, France, Germany and Japan carry meaningful structural challenges of
their own, limiting their ability to serve as clean alternatives.

As though that were not enough, rapid progress in Artificial Intelligence (Al) is reshaping
uncertainty around the long-term earnings power of many industries. The benefits of
technological change have often accrued to a narrow group, and there is a meaningful
risk that this pattern persists. Large technology companies are expected to spend
roughly $1 trillion on Al deployment over the next two years, estimated to be around
1.6x the Magnificent Seven’s expected 2025/26 profits. For shareholders to earn an
acceptable return on that incremental capital, the market ultimately needs a material
new profit pool to emerge, in effect, something like a Microsoft-sized profit pool. The
jury is still out and yet, on many valuation measures, markets are again near levels last
seen during the early-2000s tech bubble.

Traditionally, developed-market government bonds offered diversification, particularly
during equity drawdowns. In recent years, that relationship has been less reliable, with
bonds at times behaving more like a “risk asset.” High debt-to-GDP levels, together with
the risk of higher inflation—whether driven by tariff shocks, currency debasement, or
perceived political influence over monetary policy—mean the asset class is less
dependable as a proxy for the risk-free rate. At the same time, credit spreads remain
compressed, suggesting a degree of complacency.

Unsurprisingly, capital has continued to seek protection in real assets, particularly gold
and the platinum-group metals (PGMs). This has been a meaningful tailwind for the JSE:
in 2025, South African equities returned 43%, supported by a precious metals sector that
returned 215%. However, positioning now looks more extended. At today’s spot price,
the implied size of gold as an asset class is roughly half that of the S&P 500 which is an
elevated reference point in its own right. This suggests that a significant amount of
“safety demand” has already been capitalised. In that context, gold may not behave as
predictably in the next episode of market stress as investors have come to expect.

Emerging markets, after a long period of underperformance, have begun to regain
traction and have finally moved above their 2006 levels in USD terms. It is still early, but
there are reasons to believe that the foundations are stronger in a number of countries
displaying improved inflation outcomes, and better fiscal and monetary discipline. In
South Africa, we continue to find pockets of undervalued domestically oriented
businesses that could benefit from further interest rate cuts and a gradually improving
growth backdrop, which are still trading on modest valuations. We also see parallels in
parts of the emerging market opportunity set, including Brazil. That said, emerging
markets will not be immune to a global slowdown. Technological disruption is
accelerating and politics remain fragile, often characterised by shaky coalitions and the
perennial temptation of populist policies.

Markets have climbed a wall of worry for years. Today, the tension between FOMO (fear
of missing out) and FOLO (fear of losing out) feels particularly stretched. In this
environment, the cost of certainty is high, traditional diversifiers are less dependable, and
pockets of value exist but are increasingly selective. Our focus remains on owning
resilient businesses at sensible prices, maintaining diversification, and preserving a
margin of safety as the opportunity set evolves.

Lonwabo Maqubela
Deputy Chief Investment Officer
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1) Local Government Elections

Early indications suggest that the 2026 LGE may usher in a more fragmented, coalition-
dominated era, especially in major metropolitan areas, marked by the decline of one-
party dominance.

(REFORM || COABILITY >

The focus is shifting from outright victories to coalition positioning, with the MK Party’s
disruptive entry and the ANC’s response at the centre. The results will indicate whether
South Africa’s coalition politics is maturing or becoming increasingly fragmented.

“Technically, all of them are corveet.”

This year will be eventful, marked by several key events that are critical to the stability Lei% L ol -
of the South African political landscape and policy direction. et's keep it clean.. for now.

1) Important local government elections (LGE) will be held which will demonstrate the
progress of our transition to coalition-based governance. Although they’re likely to take
place towards the end of 2026, speculation about the polls will create news headlines
leading up to the elections with the potential outcome giving rise to an element of
political and market uncertainty.

2) An outcome of this election is also likely to test the strength and stability of the
Government of National Unity (GNU).

3) The Madlanga commission is also expected to submit a report on its findings
regarding graft and corruption allegations within the government's security cluster.

4) The Constitutional Court is expected to rule on the Phala Phala case. An adverse
outcome for President Ramaphosa could negatively affect African National Congress
(ANC) unity and GNU stability.

5) The key partners for the ANC in the current GNU arrangement, the Democratic
Alliance (DA) and Inkatha Freedom Party (IPF), are also holding their elective
conferences during the year.

The first four events are relevant to the country's socio-political stability and economic
direction. We analyse these events and offer our views on the likely implications of the
different scenarios.
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Local Government Elections: Plausible scenarios

Scenario Probability |Description Implications
ANC-led Most likely [ANC remains largest party but |Fragile stability; reform
coalitions loses majority; governs via momentum constrained

alliances

DA-led or multi-party Improved governance

Opposition Mid-

coalitions scenario coalitions emerge potential, execution risk
Fragmented Worst case |No durable coalitions Policy paralysis, service
councils delivery stress

Key risk: Fragmentation without coordination could entrench instability rather than
pluralism.

We foresee the first scenario being most likely, with ANC-led (and some DA-led)
coalitions governing in the many municipalities. This is unlikely to derail the work that
the GNU at the national level has done towards implementing structural reforms,
including improving the economy and creating employment.

2) GNU stability and policy direction

The 2026 elections could test the GNU agreement and possibly create significant
challenges. Outcomes that reward or punish specific partners will reshape the coalition’s
power dynamics, internal trust, and survival.

¢ If instead of the scenario sketched above, the ANC chooses to hold ground through
Economic Freedom Front (EFF) or MK local coalitions, there is a high risk of
sabotage and paralysis for the GNU. This situation will deepen tensions, as the
ANC'’s national GNU partner, the DA, would govern with the ANC nationally while
opposing it in metros. Such dynamics could be seen as double-dealing, eroding trust
and causing policy gridlock.

e If the Opposition Bloc (Multi-Party Coalition) gains power and governs effectively, it
may validate the GNU’s coalition model but also embolden the DA, and possibly
strain its partnership with a weakened ANC.
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e On the other hand, widespread chaos and hung councils would undermine the
GNU'’s core rationale, with local government collapse blamed on the GNU,
potentially prompting parties to exit early to avoid reputational damage.

e |f the MK dominates and the ANC erodes further, the ANC faces an existential
choice, as significant losses empower its anti-GNU, pro-Zuma faction. The ANC
must then either:

o Cling tighter to the GNU as a bulwark against so-called “radicalism” or
o Abandon the GNU to try to win back MK voters.

Should either of the first two scenarios play themselves out, then overarching risks to
the GNU include:

e Resource distraction: The ANC will be distracted by brutal local campaigns,
weakening its national governance. Their leaders who are involved in government
may be too preoccupied with faring better in this election.

e Internal ANC divisions: Poor results could strengthen the anti-Ramaphosa, anti-GNU
faction within the ANC, threatening the coalition’s stability. We have already seen
evidence of this development after the 2024 national election.

e |FP's survival dilemma: As a key GNU member and major local player in KZN, the
IFP's fight against MK may force it into tougher national stances, complicating GNU
unity. There are signs of this already happening during interim by-elections.

In summary, the 2026 LGE could potentially disrupt the political landscape, possibly
exposing the GNU's internal tensions. This could lead to either a breakup or a fragile,
renegotiated arrangement ahead of the 2029 general election. However, this is not our
base case. Stability will require both the ANC and its main partners, the DA and IFP, to
achieve credible success to maintain a semblance of the status quo at a national level.
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3) Madlanga Commission of Inquiry

This commission of inquiry is a significant judicial investigation that could reshape the
South African political landscape and test public trust in government institutions. The
investigation has focused on alleged criminal infiltration and political interference by
high-ranking officials and criminal networks within the security cluster.

If the commission’s findings confirm these concerns, South Africa may face a legitimacy
crisis in its most strategic government systems. Public mistrust in policing and justice has
grown over the years, driven by perceptions that the justice system is manipulated by
powerful political-criminal networks to protect the elite and target opponents. The
potential consequences include:

e Low confidence in institutions, which may lead to increased mistrust in the police
and courts.

e A pervasive perception of corruption, resulting in declining public confidence in
government. Corruption deters investment, while mistrust fuels voter apathy and
political instability.

e Lower global rankings and rule-of-law scores, leading to reduced investor
confidence, economic harm, and persistent poverty.

Restoring legitimacy requires visible, consistent prosecution of those involved, insulating
law enforcement from politics, and ensuring robust civil society oversight. Without
these measures, the crisis will further undermine social cohesion and democracy. The
public and transparent nature of the commission may engender a sense that these issues
are being addressed, and the commission's revelations are likely to be beneficial if those
found to be involved in wrongdoing are duly punished.

We will await the commission’s recommendations and assess the government's
response.

4) Phala-Phala case

While the outcome of the Constitutional Court ruling is difficult to predict, we feel that

it is worth considering the potential risks if it delivers a ruling against President Cyril

Ramaphosa in the Phala Phala case, and factor this into our thoughts with regards to the

South African political landscape, the economy and markets. We outline these potential

risks below

e The ruling could trigger a severe political and constitutional crisis, making it
extremely difficult for Ramaphosa to remain in office.

e He could face overwhelming pressure to resign. If he refused, a strengthened
parliamentary impeachment process (Section 89) could lead to his removal from
office.
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e For the ANC:
o Should Ramaphosa leave office, it would ignite an internal battle for succession
within the ANC.
o The party’s reputation and future election prospects could be adversely affected.
o Government and key economic reforms could be paralysed.
e For South Africa:
o Market turmoil — likely increased volatility in the currency and a decline in
investor confidence due to uncertainty.
o Institutional impact — the judiciary's authority would be strengthened, but the
presidency's credibility would be weakened.
o Public trust — further erosion of faith in the political system and leadership.

In summary, an adverse ruling could result in a premature end to Ramaphosa's
presidency, destabilise the ruling ANC, disrupt the economy, and test South Africa's
constitutional resilience. However, it remains to be seen whether or not the
Constitutional Court ruling will find against the President.

We hold the view that the outcomes of the local elections are most likely to maintain
the GNU governance agreement in place. However, this would not take place without
possible risks to the stability of the GNU, especially if some of the major parties lose key
cities or towns. It would force them to navigate complex coalition agreements that may
not be in sync with the national GNU.

We hope that the outcome of the Madlanga commission and actions taken would also
do less damage to the public trust. For South Africa to continue to prosper and deliver
positive outcomes, we need the institutions to perform to the satisfaction of its citizens.
Our client portfolios are diversified and positioned to withstand the potential risks which
we have discussed in this article, as is discussed in the relevant asset class sections and
asset allocation article in this report.

Patrick Ntshalintshali
Portfolio Manager
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Taking stock of 2025

At the start of 2025, in our PIM global equity portfolio positioning, we held a meaningful
underweight to the U.S equity market versus its weight in the MSCI World and All
Country World indices. At the same time, we found meaningful mispricing in
international equities ex-U.S. as well as domestic-facing Chinese companies and
therefore these regions featured more notably in our portfolios. As evidenced in the
resultant market returns, this portfolio positoning was rewarded and the PIM global
equity portfolios meaningfully outperformed its equity benchmarks in 2025,
notwithstanding our underweight in U.S. technology shares which continued to rally
sharply during the last 3 quarters of the year.

Global equity markets delivered another strong year of absolute returns in 2025,
extending what has become one of the most powerful multi-year advances in modern
market history. However, as was already evident in 2023 and 2024, the sources of those
returns remained highly concentrated, and the dispersion between winners and losers
widened further. The most notable switch from 2024 to 2025 was that non-US markets
outperformed the US as well as the Magnificent 7 shares.

Global equities produced double-digit returns in U.S. dollar terms in 2025 with the MSCI
World index delivering 21% and the MSCI All Country World (which includes emerging
markets) returning in excess of 22%. The MSCI All Country World ex-US benefitted from
falling inflation, easier financial conditions and improving earnings momentum, and
delivered dollar return in excess of 33%. Some key global equity market performers:

e The US S&P 500 delivered a high-teens total return of 17.9% while the Magnificent
7 shares meaningfully outperformed the market [Figure 3].

e The EAFE index, the widely used international stock market index (which includes
Europe, Australasia, Far East and excludes US, Canada and emerging markets)
meaningfully outperformed US equities, delivering almost 32% in $ terms. This was a
critical reversal vs 2024 when the EAFE only returned c.4%.

¢ Notable standout country performers in 2025 (all in $ terms) were China at over
31%, Germany at 37% and the UK at 35%.

e Japan continued to benefit from corporate governance reform, rising domestic
inflation and improved capital discipline and the equity market delivered
approximately 25% in $ terms.

Emerging markets outperformed developed markets supported by currency tailwinds,
easing domestic inflation, commodity prices and stronger earnings in select Asian and
Latin American markets.

Beneath these headline outcomes, market breadth remained unusually narrow. Within
the S&P 500, once again a small cohort of mega-cap technology and Al-exposed
companies accounted for a disproportionate share of index gains, earnings growth and
capital expenditure. Growth factors (as measured by earnings growth) dominated global
factor returns as the top performing factor, while Value and Momentum delivered strong
returns. However, Quality and Low-volatility factors lagged for much of the year, only
showing tentative signs of stabilisation towards year-end. This degree of concentration
increased portfolio sensitivity to a small number of crowded positions and posed
challenges for diversified active strategies.

Turns out the podium was
wider than investors 1‘|10u3H.
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Setting the stage for 2026 Figure 2: P/E of top 10 and remaining companies in S&P 500

Next 12 months

1) Starting valuations A

Despite strong equity returns across the board in 2025, the valuation backdrop entering Latest  Average  hof avi
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multiples relative to both their own history and global peers. Forward price-to-earnings
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index valuation explained by a handful of companies whose earnings expectations are
closely tied to Al-driven growth assumptions [Figure 1,2,3]. S

The Magnificent 7 shares (Apple, Amazon, Alphabet, Meta, Microsoft, Nvidia and Tesla)
continue to dominate the US index returns and valutions. Each of these shares
meaningfully outperformed the S&P headline index returns in 2025 driven by both earnings
growth and P/E multiple expansion. 18
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While non-U.S. equity markets are less expensive than the US, many do trade at
premium P/E multiples to their 10- year average P/E’s [Figure 4]. Notwithstanding this,
the valuation gap between U.S. and non-U.S. equities is wide by historical standards
[Figure 5] and it is worth noting that US equities as a whole did not outperform
international equities in 2025. Importantly, this dispersion is not only regional. Within
the U.S. market itself, the valuation gap between the largest growth stocks and the
remainder of the index remains pronounced, suggesting that opportunity sets exist
even within seemingly expensive markets.

Long-term expected return assumptions reflect these starting conditions and relative
US equity market overvaluation. Forward-looking equity return expectations for the
U.S. are lower than those for international developed markets and emerging markets,
largely as a function of starting valuations rather than inferior long-term growth
potential.

Figure 4: Forward 12month P/E ratios across MSCI regional indices

30x M 10-year P/E range = 10-year average P/E ¢ Current P/E

(11/30/2025)
25
) I
IS . . I
10
5
LSA Japan ACWI ex USA Europe Emerging
markets

Source: Capital Group, MSCI, RIMES, as of November 30,2025

Figure 5: U.S. Market P/E vs Global Ex-U.S. P/E
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2) Macro-economic backdrop

The macro-economic environment entering 2026 reflects an unusual combination of
resilience and late-cycle characteristics. Growth across major economies has moderated
but remains positive, while inflation has eased sufficiently to allow central banks to pivot
away from peak restrictiveness. At the same time, elevated debt levels, heavy fiscal
issuance and geopolitical fragmentation have increased the global economy’s sensitivity
to shocks.

In the U.S., economic momentum has remained stronger than many expected. Corporate
balance sheets are healthy, profit margins remain elevated and investment spending has
been buoyed by a powerful Al- and infrastructure-led capital expenditure cycle.
Productivity growth has improved, in part reflecting early efficiency gains from
digitalisation and automation. However, growth is becoming increasingly uneven.
Consumption strength is concentrated among higher-income households, fiscal deficits
remain large, and higher real interest rates continue to weigh on housing and other
interest-sensitive sectors. The result is solid aggregate growth, but with growing fragility
beneath the surface.

Inflation dynamics have improved materially across developed markets. Goods inflation
has largely normalised, and services inflation is gradually easing as labour markets cool
and wage pressures moderate. This has given central banks greater flexibility. Policy
rates are expected to trend lower through 2026, but the pace of easing is likely to be
cautious. Concerns around fiscal dominance, energy prices and the risk of inflation
re-accelerating suggest that real interest rates are likely to remain positive, reinforcing
the importance of balance-sheet strength, cash-flow durability and pricing power at the
company level.

Outside the U.S., the macro picture is more mixed. Europe and the UK continue to face
structural headwinds, including weak productivity growth, ageing demographics and
limited fiscal flexibility. While easing inflation and lower interest rates provide some
cyclical relief, growth remains constrained and uneven across countries. Japan stands
apart, with reflation taking hold after decades of deflation. Rising wages, improving
corporate governance and policy support are underpinning a more durable domestic
growth outlook, although currency volatility remains an important consideration for
global investors.
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Emerging markets enter 2026 in comparatively good shape. Many economies have
already absorbed the inflation shock of recent years, real policy rates remain high, and
balance sheets are generally healthier than in previous cycles. This provides scope for
selective easing and supports domestic demand, although outcomes will vary widely
depending on policy credibility, external balances and exposure to global trade and
commodity cycles.

Overall, the macro backdrop for 2026 is one of moderate growth, declining inflation and
falling — but still positive — real interest rates. Historically, this type of environment has
favoured selective equity exposure and active decision-making rather than broad market
beta.

“Everything looks great, except beneath the surface.”
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3) Geopolitics and policy

Geopolitics has become a persistent and structural influence on markets rather than a
sequence of isolated shocks. Strategic competition between the United States and China
continues to shape global trade, technology supply chains and capital flows. While the
risk of abrupt escalation ebbs and flows, the longer-term trend toward economic
fragmentation, industrial policy and strategic self-sufficiency appears firmly entrenched.

Trade policy uncertainty remains elevated. Tariffs, subsidies and reshoring initiatives are
increasingly used as tools of domestic economic policy, blurring the line between
geopolitics and macroeconomics. For companies, this raises costs and complicates
supply chains, but it also creates opportunities for firms aligned with reindustrialisation,
energy security, defence spending and critical infrastructure investment. More recently,
renewed geopolitical tensions surfaced around President Trump’s desire for Greenland
and its strategic importance for critical minerals, Arctic shipping routes and security have
highlighted how quickly geopolitical flashpoints can spill over into trade relations,
reinforcing the risk of tariffs or trade restrictions being deployed as instruments of
foreign policy.

Beyond U.S.—China relations, ongoing conflicts and political instability in parts of Eastern
Europe and the Middle East continue to represent meaningful tail risks, particularly
through energy markets. While global energy supply has become more diversified, price
shocks remain a key transmission channel through which geopolitical events can
influence inflation expectations, monetary policy and risk premia.

Domestic political dynamics also matter. Elevated public debt levels across major
economies constrain fiscal flexibility and increase sensitivity to bond market conditions.
Policy uncertainty around taxation, regulation, trade and government spending adds
another layer of risk for investors and reinforces the importance of scenario analysis and
diversification.
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4) Key risks
Several risks warrant particular attention as we enter 2026:

e Concentration risk: Market capitalisation, earnings and capital expenditure are
increasingly concentrated in a narrow group of U.S. companies.

e Al expectations: Valuations embed optimistic assumptions about the pace and
profitability of Al adoption. Disappointment could trigger sharp style and sector
rotations.

e Policy uncertainty: Shifts in fiscal, trade and monetary policy could amplify volatility,
particularly given elevated starting valuations.

e Geopolitical escalation risk: Heightened geopolitical tensions, including strategic
competition between major powers, trade disputes and regional conflicts, could
trigger event-driven volatility through energy markets, supply chains and risk premia,
with knock-on effects for inflation, interest rates and equity valuations.

“It’s not noise anymore—it’s structural.”
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Factors influencing expected returns and opportunities in 2026

With valuations elevated in parts of the market, equity returns in 2026 are likely to be
driven more by earnings outcomes, relative valuation changes and currency movements
than by broad multiple expansion. Several interrelated forces will shape opportunities
across and within global equity markets.

e Broadening of leadership

One of the central questions for 2026 is whether market leadership can broaden beyond
the narrow cohort that has dominated returns in recent years. History suggests that
periods of extreme concentration are often followed by phases of greater dispersion,
creating opportunity in overlooked segments of the market.

Global factor data already points to increasing differentiation beneath the surface. While
momentum and growth remain understandably influential especially in the short-term,
opportunities are emerging selectively in cyclical value situations, as well as selected
quality stocks, particularly where expectations are low and balance sheets are strong.

e Al: structural opportunity, cyclical risk
Artificial intelligence remains a powerful long-term structural theme, with clear
implications for productivity, capital expenditure and competitive dynamics. At the same
time, the near-term investment case has become more complex. Capital spending by
hyperscalers has surged, earnings expectations are demanding, and the distribution of Al
benefits across the broader economy remains uncertain.

For investors, this creates a dual challenge: participating in long-term Al-driven growth
while managing valuation, timing and concentration risks. Increasingly, opportunities
may lie beyond the most obvious beneficiaries, including second-order winners and
companies able to deploy Al to enhance margins, efficiency and capital discipline rather
than simply supplying infrastructure.

The valuation challlenge is not insignificant. The market capitalisation of the four largest
semi-conductor companies (Nvidia. TSMC, ASML, AMD) and the four hyperscalers
(Microsoft, Google, Amazon and Meta) has risen from a combined $3trillion seven years
ago to $18trillion. These 8 stocks also make up approximately 20% of developed world
equity markets and circa 16% of all world equity markets [Figure 6]. Since the public
launch of ChatGPT, The four hyperscalers have spent over $1.3trillion on capex and
R&D, mainly related to Al investment. The pressing question is whether this will
eventually result in a return in the form of profitability...
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Figure 6: 8 largest hyperscaler and semiscaler market caps as % of global market cap
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¢ Regional and currency dynamics

Relative valuation and currency cycles are likely to play a more prominent role in shaping
returns. A stabilising or weaker U.S. dollar would be supportive of non-U.S. equities,
particularly emerging markets, although opportunities remain highly selective. Structural
reform, domestic demand strength and policy credibility will be key differentiators
across regions.

New ways to find opportunity

Rather than simply looking beneath index weights, opportunity in 2026 may increasingly

be found by:

e Focusing on businesses with durable pricing power and margin resilience.

¢ lIdentifying companies benefiting from capital discipline and shareholder returns
rather than aggressive expansion.

e Exploiting dispersion created by crowded positioning and shifting market narratives

This is an environment that favours patient capital, disciplined valuation frameworks and
genuine fundamental differentiation i.e. active stockpicking!

PERPETUA INVESTMENT MANAGERS 2026 INVESTMENT OUTLOOK

Page 13



Outlook and positioning

Against the current backdrop of very mixed signals and diverging factors, it is hard to be
unequivocal about the outlook for global equities in 2026. On one hand it is clear that so
many technological advances are creating a truly exciting outlook for economies,
companies and investing on the whole. On the other hand, high starting valuations in
the US coupled with compressed equity risk premiums and a complicated geopolitical
environment, elevated concentration, and a more moderate growth outlook argue for
more measured expectations at the index level, especially for the globe’s largest stock
market. While the case for long term equity ownership remains intact, our global equity
outlook for 2026 is cautiously constructive, with a strong emphasis on selectivity.

e United States: The U.S. market remains supported by innovation leadership and solid
fundamentals, but elevated valuations and concentration suggest far more modest
forward returns. Opportunities exist away from the most crowded trades,
particularly where expectations are more realistic. Protecting against a major sell-off
in Al stocks is not straightforward to do, however, given the knock-on effects on
markets more widely. This remains the greatest risk to markets in 2026.

e UK and Europe: Valuations remain relatively attractive and expectations fairly low.
While the macro backdrop is challenging, selective opportunities exist where
company-specific change, restructuring or capital discipline can drive outcomes.

e Japan: Structural reform, improving capital efficiency and reflation support a
constructive medium-term view, with currency considerations remaining important.
We remain curious and interested in opportunities in this region.

e China and Emerging markets: The outlook is selective rather than broad-based.
Chinese domestic companies continue to look compelling in respect of earnings
growth. Markets with credible policy frameworks, domestic growth drivers and
attractive valuations offer the most compelling opportunities.

Our portfolio positioning ultimately reflects a balance between risk management and
opportunity capture. In a world of higher dispersion and lower index-level returns, the
ability to identify differentiated sources of return through our disciplined approach to
active stock picking becomes increasingly important.
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A parting thought : time for a sanity check....

The top 10 US companies truly dominate the world.
The graph below provides a valuation comparison of these top U.S. tech companies vs entire
global stockmarkets and country GDP's.

M Country GDP (2024) M Company Market Cap [l Index Market Cap
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Source: Compustat, IBES, FactSet, Goldman Sachs Global Investment Research. As of October 8, 2025.

Delphine Govender
Chief Investment Officer
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“May you live in interesting times.”

(Often attributed to a Chinese curse)

South African equities cannot be assessed in isolation. Our opportunity set is shaped by
domestic fundamentals as much as it is by a global backdrop that is unusually unsettled,
and increasingly hard for markets to price with confidence.

Global backdrop: risk, regimes and ‘safe houses’

Investors are absorbing a dense mix of geopolitical shocks, shifting alliances and an
accelerating technological cycle. Alongside the wars in Europe and the Middle East, new
flashpoints continue to emerge. Eurasia Group estimates that there are roughly sixty
active conflicts worldwide—the most since World War Il—which speaks to the breadth
of geopolitical risk investors are now digesting. At the same time, artificial intelligence is
triggering a once-in-a-generation capital expenditure wave and reshaping competitive
moats across sectors.

Political risk is now more visible in places where investors have historically treated as
institutional safe houses. In How Democracies Die, authors Levitsky and Ziblatt argue that -
democracies are often eroded less by sudden rupture and more by incremental
weakening of checks and balances.

“It’s still a safe house—just don't open
the basement door.”

Common signposts include:

e \Weakening press freedoms However, with valuations near record levels, the market appears to be discounting a
e Undermining the independence of the judiciary relatively benign path. The next downturn will likely challenge that assumption,
e Politicising the education system especially because alternative “safe houses” are not without fault. Japan, Germany and
e Changing electoral laws and rules France also contend with structural headwinds: high debt, unfavourable demographics
e Compromising monetary policy independence and rising economic competition from China.
e Eroding administrative capacity and core functions of the state
e Undermining the integrity of official statistics As a result, many decision points increasingly resemble binary outcomes. This may not be
¢ Normalising the use of force against the public new, but it is now amplified by the speed of information, global connectedness, and retail
ETF flows. In the short term, this mix increases volatility and creates recurring entry
It is noteworthy that the current U.S. administration has embarked on all these over the points. In the longer term, elevated fiscal, monetary and political risks should be priced
past year. History suggests this cocktail is difficult to reverse—and when it takes hold, more consistently into valuations and required returns.

rebuilding trust can be a decades-long process.
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Reading the tea leaves: when data misleads

In this environment, economic data is noisy and often distorted by behaviour that
front-runs policy or supply shocks. Ahead of tariff changes, for example, demand can be
pulled forward, followed by an inevitable payback. That blurs the true trajectory of
growth and delays the measured inflation impulse.

The Al capex cycle adds another layer: it supports near-term activity for a narrow set of
beneficiaries, while the second-order effects (on productivity, jobs, margins and
electricity grids) remain uncertain.

The lesson is not that macro matters less, but that signals are harder to interpret and
humility is a competitive advantage.

Furthermore, structural shifts are taking place: the last 30 years may not rhyme.

Two long-running tailwinds are evolving. China-led industrialisation was
resource-intensive and unusually supportive for South Africa’s terms of trade. As that
growth model matures, the commodity impulse becomes less consistent. At the same
time, technology diffusion (smartphones, cloud computing and platform economics)
has rewired consumer behavior and reinforced winner-takes-most dynamics.

These forces created clear beneficiaries (and casualties) across sectors:
e E-commerce and delivery platforms versus bricks-and-mortar retail
¢ Online gaming versus destination casinos
e Digital banks and direct insurance versus branch-heavy incumbents and agent
models
e Streaming versus linear television

Those trends have driven returns, but valuations in several global segments now assume
near-perfect execution. When expectations are already extreme, small disappointments
can have outsized price consequences.

Figure 1: S&P Price and sales at record levels

The S&P 500 is once again concentrated in expensive names:
% of stocks with Price/Sales > 10x is at an extreme even after adjusting for select number of
mega-caps
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South African equities: bucking the narrative

Despite low domestic GDP growth, South African equities have delivered strong
multi-year returns. Over the past three-year and five-year periods, SA equities have
returned USD total returns of 25% and 15% respectively, and a 42% ZAR total return
over the past year [Figure 2], with meaningful contributions beyond Resources.

Figure 2: Total return performance, 2025 (%)
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A stabilising domestic political backdrop has also helped sentiment and reduced
perceived tail risk. Part of this resilience may reflect the slow grind of adjustment since
2010:

e tighter monetary and fiscal discipline

¢ a higher cost of capital that forced balance-sheet repair

e incremental structural reforms and political cooperation resulting from the 2024
elections

This has not solved South Africa’s growth problem but has averted a crisis and improved
many corporate earnings streams for businesses that were priced for low expectations.

Navigating the local opportunity set

Our approach is not to forecast the next macro regime. The dispersion of outcomes is
wide, and false precision is costly. Instead, we focus on owning businesses we believe
are undervalued relative to their future cash-flow potential.

Valuations reflect expected cash flows and the discount rate applied to them. A lower
South African risk-free rate, all else being equal, supports higher equity multiples over
time.

Despite the rally in 2025, we can still assemble a diversified basket of locally exposed
companies on modest earnings multiples and attractive dividend yields [Figure 3]. These
opportunities are concentrated in banks, insurers, financial services, retail, gaming and
selected property counters, often with earnings geared to a cyclical recovery.
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Figure 3: JSE counters trading on less than 10 PE Figure 4: JSE sub-sector split over time
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Even South Africa’s technology proxy, Prosus/Naspers, screens attractively relative to In South Africa, the balance of evidence points to improving trend growth. If that plays
parts of the global tech universe and has optionality from improved capital allocation, out, locally exposed earnings could surprise to the upside and support a valuation re-
operational execution and the deployment of Al across its portfolio. rating. This is not our base case, but at current valuations it represents a meaningful free

option, alongside already attractive prospective returns.
Due to returns that were concentrated in the precious metals complex [Figure 4]
resources are not ex-opportunity. Select names still offer asymmetric pay-offs:
businesses priced for distress (Sasol) and diversified miners where the market
underappreciates the asset quality (Exxaro & African Rainbow Minerals).

A final thought
Saying “we buy good businesses for less than they are worth” can sound unexciting. The

edge lies in the assumptions behind that judgement and the probability we assign to
different outcomes. In a world of faster structural change and higher geopolitical risk,
those assumptions need to be tested and refreshed more frequently.

At times, the market pendulum will swing toward either best-case or worst-case
narratives. Our response is unchanged: maintain discipline and insist on a margin of

safety.

Lonwabo Maqubela
Deputy Chief Investment Officer
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Key questions for 2026:

1) From a global perspective: Are U.S. 10-year treasuries a refuge or false dawn?
2) S.A. an indirect beneficiary? Should South African investors keep their focus on local
bonds?

What happens when every central bank is marching to a different beat? Last year's
consensus predicted a recession, higher rates and struggling markets. Instead, the
economy kept humming, markets made new highs, inflation cooled and the employment
puzzle took centre stage.

Global fixed income

Navigating diverging paths

From prospective hikes in Canada and Japan, to steady borrowing costs in the euro zone, and
cuts in Australia and New Zealand, policy trajectories that were once far more in tandem,
splintered in 2025 and look set to remain so in 2026 [Figure 1].

Drawing the spotlight even more than usual will be the Federal Reserve in the US as it
juggles its dual mandate, while also facing the prospect of a new chair picked by a president
who is openly calling for rate cuts and has resorted to legal threats to pressurise the central
bank.

We believe that the course of action taken by key central banks during 2026 will
continue to diverge [Figure 2]:

e The Fed is expected to cut by a total of 50bps this year, with a terminal rate of just
above 3%.

e The European Central Bank (ECB) is expected to pause, with terminal rates flat at
2%.

e The Bank of Japan (BoJ) is expected to continue tightening with markets expecting a
25bp hike by June and possibly one more towards the end of the year, taking the
terminal rate to 1%. The bear steepening of the yield curve shows that markets
expect slower hikes and the fiscus to stoke inflation.

The Bank of England (BOE) is expected to ease policy by 25bps by June, with another
possible cut priced for later in the year, taking the terminal rate to 3.3%. They have
signalled that they are nearing the end of their rate cutting cycle.

Brazil is expected to commence cutting after holding their rate steady at nearly a
two-decade high. An easing in inflation should allow the bank to begin a gradual
unwinding of its ultra-high stance, with the policy rate forecast to be at 11% by the
end of 2026, from its current level of 15%.

Locally, the SARB is expected to cut rates by a further 25-50bps this year, taking the
terminal rate to circa 6.3%, as inflation expectations remain anchored.

Figure 1: 2025 yield moves across country and curve divergence

75

25

-25

15

770
54.5 589
254
l 2-8

b
11 .
] 7.8
‘ 236
-48.1
634 5.1
-74.8 773
2y yields Sy yiekds 10y yields 30y yields
Mjapan M Germany Buxk  Wus

Source: Schroders

PERPETUA INVESTMENT MANAGERS 2026 INVESTMENT OUTLOOK

Page 19



ON MY MIND | FEATURE | ASSET CLASSES | COMMODITIES | MULTI-ASSET POSITIONING | PERPETUA TEAM | INVEST WITH US

Figure 2: What's set to happen with interest rates by end 2026 vs. now Figure 3: Rolling standard deviation of monthly inflation back to levels consistent with
the 1990-2000 period
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Fed dilemma: Inflation eases while employment remains a concern
The inflation storm that dominated the last few years, looks to have settled. Underlying
price volatility, measured by the standard deviation of month-over-month core inflation,
is back in line with the remarkably stable 1990-2020 period [Figure 3].
Labour is becoming more of a problem
The much-anticipated tariff inflation suggests that 0.5% is already behind us with By contrast, labour market conditions are becoming an increasing source of fragility. Job

possibly 0.4% to come, but this does not indicate a new inflation spiral. growth has slowed meaningfully, raising the risk that economic weakness emerges via
employment rather than inflation [Figure 4].

This combination reinforces expectations of gradual Fed easing, but also limits the scope
for aggressive repricing at the long end of the curve.
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Figure 4: Concerning picture as job growth slows U.S. Treasuries continue to play a stabilising role in portfolios, but the scope for outsized
700 100 returns appears limited.
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¢ Long-dated local government bonds still offer compelling real yields
Source: BlackRock Market Insights

This appeal is reinforced by more favourable public sector debt dynamics in EM relative
to developed markets, where fiscal trajectories continue to deteriorate [Figure 5].

We circle back to our opening question: Are U.S. treasuries the place to be?

Decision lens: assessing the role of U.S. 10-year Treasuries

Supporting forces Constraining forces
Inflation has plateaued De-dollarisation pressures are building
Growth momentum is moderating Fiscal and debt dynamics remain challenging

Historically perform well in downturns  [Much of the easing cycle is already priced

Provide portfolio stability in stress Yields likely to remain range-bound
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Figure 5: Debt dynamics and real yields: EM and DM compared
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Key takeaways
e U.S. 10-year Treasuries are unlikely to deliver outsized returns at current levels.

With rate cuts largely priced and structural pressures building, they remain a useful hedge but not a compelling return opportunity.
¢ Diverging global inflation paths favour selective EM duration over developed markets.

Disinflation from China and healthier debt dynamics make several EM local bond markets more attractive on a real yield basis, amongst them Brazil, South Africa and Mexico.

¢ Portfolio construction should prioritise diversification across rate regimes, rather than relying on a single “safe” asset to perform across all outcomes.
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South African Fixed Income

SAGB'’s: 2025 a compelling year, what's in store for 2026? That momentum can continue in 2026 if several conditions hold:

South African government bonds (SAGBs) emerged as the stand-out performer in e Political stability and reform momentum: The GNU’s cohesion is critical to policy
emerging markets for 2025 [Figure 6]. This was driven by improving domestic continuity and reform momentum. Municipal reform is key and a constructive result
fundamentals, a surge in commodity prices, the SARB’s adoption of the 3% inflation in Johannesburg will go a long way to restoring investor confidence. Continued fiscal
target and a stabilising fiscal trajectory. discipline and structural reforms have already led S&P to raise South Africa’s

foreign-currency rating to BB with a positive outlook. Stronger growth and sustained
reforms could justify a further upgrade to BB+ in the medium term.
e Improving fundamentals and terms of trade: Firmer precious-metal prices and softer
oil have lifted South Africa’s terms of trade, underpinning both the fiscal position
40 and the currency. Should reforms continue apace, we expect real GDP growth to

Figure 6: EM government bonds; Total returns in 2025 (%)
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The fair value curve suggests the belly and some back dated bonds continue to remain

attractive [Figure 7].

Figure 7: Fair value curve mapped against the current SAGB curve
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Potential inflows: Offshore ownership of SAGBs is still around 25%. Any material
increase in foreign allocation could compress yields further and lift returns [Figure 8].

Figure 8: South African government bond holdings
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Key takeaways

Global backdrop: The outlook is clouded by uncertainty over the U.S. Federal
Reserve’s independence and escalating geopolitical tensions. These dynamics
support a weaker dollar and bolster demand for safe-haven assets such as gold.
Benefits for South Africa: A weaker U.S. dollar and stronger precious-metal prices
provide a tailwind for South Africa’s terms of trade and should help anchor the rand.
High real yields and credible monetary policy continue to set South African bonds
apart from their developed-market peers.

Inflation and policy: With inflation contained around the 3 % target, the South
African Reserve Bank has scope to deliver further rate cuts. Lower rates, combined
with high real yields, create a favourable environment for local fixed-income returns.
Political stability: The Government of National Unity (GNU) is a critical pillar of
policy continuity. Local government elections are scheduled to take place towards
the end of this year, according to the Independent Electoral Commission. Provided
the GNU remains cohesive, political risk should stay muted until nearer the election
window [see our feature on the South African political landscape here].

Investment stance: In light of these factors, we believe staying local is prudent.
South African assets offer higher real yields and more upside potential than U.S.
10-year bonds, which are likely to remain range-bound. A sustained rally in local
bonds and equities, supported by currency stability and further reforms, underpins
our preference for domestic investments.

Pooja Tanna
Head of Fixed Income
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Tight credit spreads, new anchors, and the discipline of where risk is taken
South African credit enters 2026 from a position of strength. Macro forces, liquidity and
scarcity have driven credit spreads to multi-year lows - often in defiance of fundamental

and political concerns. Returns have been driven by spread compression due to
structural demand.

This reflects a market in transition and divergence. In this environment, the central
question is no longer whether credit can continue to perform, but whether it still offers a
sufficient forward-looking margin of safety.

cuaﬂsmpcamn SPREADS —

] T L .

‘There’s still water—just not much depth.

Fundamental backdrop

Market dynamics

Impact on credit spreads

The macro backdrop has
improved.

Driven less by improving
credit fundamentals.

Credit spreads are tight by
historical standards.

Liquidity in the system
remains abundant.

Driven by an extended period
of credit spread compression.

Downside asymemetry has
increased.

Demand for income assets
continues to exceed

supply.

Underpinned by structural
demand for income assets
amid constrained public
issuance.

Pricing anchors are
changing.

At current spread levels [Figure 1], the distribution of outcomes has shifted. The upside
from further spread tightening is limited, while the downside in periods of stress -
whether driven by issuer-specific events, politics or regulation - has increased.

Figure 1: South African average credit spreads per sector
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2026 marks a structural inflection point for South African credit These are not speculative or transient supports. It is entirely plausible that credit spreads
In this environment, discipline lies not in avoiding credit, but in being precise about remain tight, or grind tighter still, in 2026.
where and how credit risk is taken.
But acknowledging this does not invalidate a cautious stance - it sharpens it — see
e Our view for 2026 is not predicated on an imminent credit event but is based on [Figure 2 and 3] showing volume and spread compression across bank senior and
recognising that tight credit spreads, longer spread duration and changing pricing subordinated spreads that occured in 2025 alone.
anchors materially alter the asymmetry of outcomes.
e The introduction of FLAC Notes beginning with the first external issuance auction
taking place on 27 January 2026 by Standard Bank Group Limited should reset the
pricing anchor for bank credit higher, provided the market prices FLAC’s structural

Figure 2: Big bank 5-year issuance settlement spreads 2025
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funds continue to occur. 4 | 8| % | g | 2|9 2 |2 8 B E |3
e Excess liquidity: There remains significant cash across retail and institutional 06-Feb 13-Feb 04-Mar 27-Mar 20-un 03-Jul PP 05-Aug 15-Sep 03-Oct 05-Nov 25-Nov
portfolios seeking yield.
mmmm Amount raised (Rm) = Bids received (Rm) m=Spread

e Constrained supply: Public supply remains constrained by private placements,
private credit and buy-to-hold behaviour. Source: Perpetua Research. Data includes auction date and bond code. PP=private placement.
e Improving conditions: macro backdrop has improved, inflation is better behaved, the
rate cycle has turned and energy availability has stabilised.
e Reform momentum at SOEs: while uneven - is directionally positive.
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Figure 3: Big bank AT 1 issuance settlement spreads 2025
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Source: Perpetua Research. Data includes auction date and bond code. PP=private placement.

Tight credit spreads and the nature of the risk
When spreads are wide, credit returns are driven by carry and spread compression.
When spreads are very tight, the nature of the risk changes materially.

At current tight levels, spreads are more likely to widen than tighten further. Incremental
carry offers little protection, and mark-to-market risk dominates future return outcomes.

Same trip. Very different baggage.

Consider two credit bonds, one with a spread duration of two years and the other with
five years. Both are purchased at a spread of 100 basis points and, over the year, both
experience a 50bp widening to 150bp. For the shorter-duration bond, the mark-to-
market impact of the widening exactly offsets the 100bp spread earned at purchase (2 x
50bps =100bps). By contrast, the longer-duration bond suffers a materially larger price
loss. Its unrealised mark-to-market loss (5 years x 50 bps = 250bps) erodes more than
the 100bps earned resulting in meaningful underperformance.
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What changes in a tight-spread transition: Credit positioning:

e Asymmetry dominates: spreads are more likely to widen than tighten further. e Quality vs quantity: The quality of yield matters more now than the quantity of

e Carry weakens: Incremental income offers little protection. yield.

e Mark-to-market risk dominates: modest widening can erase a full year of income. e Lower spread duration: Instruments with lower spread duration and stronger

e Term vs quality: Shorter maturity matters more than credit quality. structural protections offer more resilient risk-adjusted returns.

e Spread duration: Longer-dated instruments with higher spread duration are more e Yield: Earned through structure, seniority and resilience rather than through
vulnerable to repricing. accepting ever-tighter spreads.

e Underperformance: can occur even without any deterioration in issuer e Structured credit: Offers a better margin of safety in tight-spread environments-
fundamentals despite higher initial yields. lower spread duration, explicit collateral and structural protections help limit

downside in repricing and transition scenarios.
Continued convergence between public, private placement and private credit
FUNDAMENTALS : UNCHANGED A further transition shaping the South African credit markets is the continued
RETURNS: NEGATIVE l convergence between public, private placements and private credit. The once-clear
g boundary between these markets has blurred, with private placement and private credit

now exerting meaningful influence over public-market pricing dynamics. What began as
a niche funding solution has evolved into both a competitor to, and complement of,

public credit markets.
PUBLIC PRIVATE PRIVATE
CREDIT PLACEMENT I CREDIT

PRICING

o

=]/

‘He's moving in the right direction—

Just rmrﬁm em:ugh.'

Different doors. Same price discovery.
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As competition between public, private placement and private credit has intensified, the
yield differential has compressed. This convergence has reinforced downward pressure
on public-market credit spreads further contributing to the tight-spread regime that
defines the current cycle. Looking ahead, investors must be selective, structure-aware
and disciplined in assessing whether spreads adequately compensate for maturity and
downside risk.

Implications of convergence:

e Public-market spreads increasingly reflect private-market competition
¢ Yield compression persists even as structural complexity increases

e Liquidity, execution certainty and structure matter more in pricing

Bank credit and FLAC: the transition is underway

The most important transition for South African credit in 2026 is the implementation of
FLAC. Starting this year, systemically important banks must issue significant volumes of
loss-absorbing debt at their holding-company levels. This is not a cyclical development -
it is a regulatory one. The inflection point arrives on 27 January 2026, with the first
external FLAC Note auction taking place by Standard Bank Group Limited - and notably,
the first bank instrument issued exclusively off ZARONIA (no Jibar linked coupons).

Why FLAC changes bank-credit pricing:

e Explicit loss absorption: Senior bank risk can no longer be seen as risk-free in the
bank capital stack and should not be seen as quasi risk-free cash.

e Wider pricing: FLAC should price wider than legacy senior unsecured OpCo debt,
reflecting explicit bail-in probability and structural subordination.

e New benchmark anchor: FLAC becomes the new anchor for the senior bank credit
curve as OpCo senior is replaced with Holdco issuances.

e SOE and Corporate credit curves adjust: FLAC issuance spreads should reset higher
these credit curves as bank funding increases and curves will adjust based on
relative value over time.
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Even if initial demand for FLAC remains strong, the pricing anchor should shift. Demand
determines where bonds clear, but regulation and structure determine where the curve
is anchored. In our view, FLAC Notes should reset the reference point for bank credit
and, through relative value, influence pricing across corporate and SOE credit over time.

Same measurement. Different standard.
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SOEs: policy risk is not credit risk - until it is
Our work on Transnet last year reinforced a core principle for South African credit.
There is a difference between:

¢ Balance sheets funded by policy; and
¢ Balance sheets fixed by policy.

Policy support can delay outcomes, but it does not eliminate risk. As such, we price the
hard anchors, not the promises, and we wait for milestones to be banked before
underwriting reform narratives.

Market access persists only through extraordinary sovereign support with guaranteed
instruments trading as sovereign substitutes and can be underwritten as such, despite
limited liquidity in these issuances.

Unguaranteed instruments represent reform optionality - but we believe that optionality
is often under-compensated.

What matters now vs what changes valuation - this distinction is critical:
¢ Policy risk becomes credit risk when pricing assumes delivery rather than discounts
delay.
e Promises of reform do not constitute credit enhancement until milestones are
banked.

(Sjsni:zilzzce-sheet Today What shifts pricing
Liquidity Weak Sustained cash generation
Support Extraordinary Reduced reliance

Reform Promised Banked milestones
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Looking ahead, the opportunity set in SOEs will be defined less by announcements and
more by execution - with valuation upside accruing only as reform milestones are
delivered, funding reliance reducing with policy support transitioning from bridge
financing to structural improvement. Read more on Transnet in our 2H25 Fixed Income
Quarterly Commentary here.

[2,’ Announcements
a Cash Flow

O Reduced Support
Balance Sheet

‘We're still waiting for the boxes that matter.’
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Asset-allocation implications for 2026

We do not base our credit positioning on a forecast of sharply wider spreads or
deteriorating fundamentals. We base it on recognising that the asymmetry of outcomes
has shifted and the margin of safety has narrowed.

We recognise the role of credit in generating income but are mindful that current pricing
reflects structural demand rather than improving fundamentals.

Credit stance in a tight spread environment:

e Positioning: Neutral to selective.

e Preference: Shorter spread duration, stronger structures, risk asymmetry over yield
maximisation, structured credit offering a higher margin of safety.

e Risk: The quality of yield matters more than the quantity of yield.

e Market anchors: FLAC Note issuances, policy-driven SOEs and the benchmark
transition from Jibar to ZARONIA all point to a market where pricing matters more
than flows.

e What changes our view: Wider spreads that restore margin of safety, banked
milestones for SOEs.

In this environment, discipline lies in choosing where risk is taken, not in avoiding risk
altogether. This reflects our view that, in the current transition, protecting capital and
preserving optionality is as important as generating income. At current spreads, the
quality of future yield matters more than the quantity of yield.

—G—
e | =g
= SOES
—— ___@_. _1
CREDIT RISK ik

‘Not bearish—just precise.”

Ryan van Breda
Portfolio Manager
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Turns out commodities don’t move as a group anymore.

The global commodities complex is increasingly being shaped by a common set of forces: years of underinvestment following the last super-cycle, rising capital and operating costs,
geopolitical fragmentation, and a policy-driven shift toward electrification and decarbonisation. While these forces point to a world moving from abundance towards constraint, the
transmission mechanism differs meaningfully across commaodities.

As a result, commodities should not be treated as a single macro trade, but as a highly selective opportunity set where supply dynamics, demand durability and capital discipline matter
more than cyclical momentum.Against this backdrop, we place a deliberate spotlight on copper, where structural supply deficits are colliding with policy-driven demand from
electrification, energy infrastructure and Al-related investment. Copper sits at the intersection of physical scarcity and long-duration demand visibility, making it one of the clearest
expressions of the transition theme.

By contrast, our views on gold, PGMs, oil and iron ore are framed more tactically. Gold continues to serve as a strategic hedge in an uncertain geopolitical and monetary environment,
though elevated prices warrant caution. PGMs reflect tightening physical fundamentals after years of underinvestment but remain volatile in expression. Qil, meanwhile, remains
structurally supported over the long term, yet faces near-term pressure from supply dynamics and OPEC+ policy shifts. Iron ore has shown near-term resilience on tight supply and
steady steel production, though its outlook remains cyclical as new supply and evolving demand dynamics point to medium-term normalisation.

Together, these distinctions underpin our selective approach to commodities exposure in portfolios.
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Copper approaching an inflection point Copper’s evolving demand profile

Copper demand used to come mainly from construction (40%), power infrastructure
Copper (Cu) is a non-ferrous metal known for its high electrical and thermal conductivity, (20%), industrial manufacturing (15%), transport (12%), and machinery or other uses
mechanical strength, and corrosion resistance, making it essential for electrical, thermal, and (13%). Today, this is changing. More copper is now needed for electric vehicles,
industrial applications. electrification, energy and Al infrastructure. Copper growth will not only depend on

The global refined copper market, currently around 27 million tonnes, is entering a traditional economic factors but also on policies and new technology.

multi-year deficit driven by tighter supply-demand fundamentals [Figure 1]. In 2026,
refined copper demand is projected to grow by approximately 3%, while mine supply is
expected to rise by less than 1% due to significant mine disruptions. These disruptions
have led to downgrades of about 1.2 million tonnes per year—roughly 5% of the
anticipated mined supply for 2026/27, pushing the market into deficit.

For example, policy is now the main structural force driving the global energy transition.
The energy transition has become the biggest source of additional copper demand which
is expected to account for more than 40% of total copper demand by 2035.

Global copper demand is about 34 million tonnes, with refined copper (less direct use
scrap) around 27 million tonnes. Copper demand is expected to grow by about 2.5%-3%
each year until 2030 and could go over 50 million tonnes by 2050 if electrification and
renewable energy adoption grows faster.

The refined copper market is expected to remain structurally tight through 2035, driven
by years of underinvestment in new supply alongside the growing demand for
electrification and decarbonisation. Wood Mackenzie projects a supply gap of 4-5
million tonnes by 2033 with risks skewed to the upside if new mine capacity and
additional scrap supply are not produced.

Copper supply lags demand

Figure 1: Copper demand and supply Drivers of copper supply
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The global copper industry has faced a long period of underinvestment driven by
extended project lead times, rising costs and a disciplined approach to capital allocation.
In 2025, capital expenditure was about 30% of its 2013 peak (adjusted for inflation),
following the overexpansion phase from 2011 to 2015. Over the last decade, cumulative
investment in new copper projects has lagged demand growth, leaving the market
structurally tight.

Copper ore grades have dropped by about 40% since the 1990s, and mines are now
deeper and more complex, often requiring underground operations. The reserve
replacement ratio for major producers has fallen as high-grade, easily accessible deposits
are depleted, forcing companies to target deeper, lower-grade, or more challenging
deposits. On average, it takes around 17 years from discovery to production.

The incentive price for copper—the price required to justify the development of new
mines—has therefore risen significantly in recent years due to higher capital intensity,
declining ore grades, longer lead times, and increased operating costs. Current estimates
suggest that new greenfield projects generally require a copper price of US $4.50-5.00
per pound (US $9,900—-11,000 per tonne), compared to roughly US $3.00 per pound in
the previous investment cycle. This compares to the current spot price of circa $5.90
per pound.

Supply growth from existing mines is expected to grow modestly at around 1% CAGR,
from a combination of brownfield expansions and greenfield projects. Recycling and
scrap are increasingly important to bridge the supply gap. Direct-use scrap currently
accounts for 19% of total copper demand and is expected to grow at a five-year CAGR
of 5%, reaching 8.4 million tonnes.

Overall copper supply is structurally misaligned with rising demand and the copper
market remains vulnerable to structural supply deficits. Wood Mackenzie projects a
supply gap of 4-5 million tonnes by 2033 with risks skewed to the upside if new mine
capacity and additional scrap supply are not produced.

Investment opportunities

There are several ways to gain exposure to copper, including exchange-traded notes and
equities—either through pure copper mining companies or diversified mining companies.
Pure-play copper companies are expensive, trading at 7.5x—11.5x EV/EBITDA, while
diversified miners trade at 6x—8x EV/EBITDA multiples. A copper ETN is offering high
single-digit to low-teen returns from spot prices, whereas diversified miners are offering
mid- to high-teen total returns. Our current exposure is through diversified miners such
as Anglo American and Glencore, which also offer opportunities to benefit from
consolidation among global diversified miners as they seek to unlock the value of their
copper assets.

Commodities in a constrained world

Copper is often viewed as the most economically sensitive of the industrial metals. Its
emerging supply deficit is therefore not just a copper story, but a signal of broader
resource constraints in a world undergoing electrification, decarbonisation and
geopolitical fragmentation.

While copper reflects tightening physical supply, other commodities are responding to
the same macro forces-geopolitics, capital discipline and structural underinvestment-
through different channels, albeit in different ways.

Copper’s supply crunch: A canary in the coal
mine for global resources.
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Gold - strategic hedge, tactical caution

e Gold continues to benefit from a supportive structural backdrop, with geopolitics,
falling real rates and declining trust in major currencies reinforcing its role as a
strategic diversifier.

e Recent price strength has been driven primarily by ETF flows, rather than a step-
change in central bank demand. While central bank buying remains elevated, longer-
term data suggests the pace of accumulation has been broadly stable rather than
accelerating.

e Retail ETF investors have historically behaved more like momentum participants
than long-term allocators.

e Precious metals remain valuable from a portfolio construction perspective,
particularly in an uncertain global environment. However, at record high prices, they
are less likely to improve risk-adjusted returns over the medium term.

Positioning takeaway: Gold remains valuable for portfolio resilience, but at record highs
itis less likely to improve risk-adjusted returns over the medium term. [Figure 2] We
maintain exposure, without chasing momentum.

Figure 2: Gold price ($)
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PGMs - tight fundamentals, volatile expression

e Platinum group metals (PGMs) have rallied circa 15% YTD and over 100% in the past
12 months, reflecting a sharp re-pricing after years of volatility.

e All three major metals, platinum, palladium and rhodium, are in deficit, following
prolonged underinvestment and declining South African supply.

e Battery Electric Vehicles, a substitute for PGMs in Internal Combustion Engines (ICE)
vehicles seem to have peaked and are not growing penetration above 15% as
previously feared.

e Above-ground inventories are being depleted, reducing the dampening effect of
stock-building and destocking cycles.

Positioning takeaway: PGMs are supported by tightening physical fundamentals. While

prices have rebounded sharply, [Figure 3] they remain broadly within range of long-term
assumptions, justifying continued exposure amid volatility.

Figure 3: Platinum and Palladium price ($)
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Oil - long-term promise, near-term pressure

The long-term oil outlook remains constructive, shaped by years of
underinvestment, rising marginal production costs and a structural shift toward
capital discipline.

Oil companies continue to prioritise free cash flow, dividends and buybacks, rather
than aggressive volume growth.

Non-OPEC+ supply growth has outpaced demand, led by the U.S., Brazil, Guyana
and Canada.

OPEC+ has begun gradually unwinding production cuts, after extensive restraint
through 2023-2025.

Market consensus expects a 2.3-3.8mbpd surplus in 2026, implying short-term price
pressure. Consensus pricing implies a $55-$65 per barrel range in the short term,
compared with our long-term oil price assumption of $75 per barrel.

Venezuela, which holds the world’s largest proven crude oil reserves, about 303
billion barrels, roughly 17% of the global reserves (mainly heavy crude from the
Orinoco Belt) remains under-produced relative to its resource base due to years of
mismanagement, underinvestment, sanctions and decaying infrastructure. Current
output sits well below its historical peaks (circa 0.8-1 mbpd vs 3+ mbpd historically),
meaning any realistic increase on exportable barrels will take years and substantial
capital even if political conditions improve.
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Iron ore - concentrated supply, cyclical turning point

The global iron ore market is approximately 2.5 billion tonnes, with the seaborne
market accounting for circa 1.7 billion tonnes.

Supply is highly concentrated, with the top four producers supplying roughly 80% of
seaborne iron ore.

o Australia is the largest exporter at 55%

o Brazil follows at 23%

China remains the world’s largest steel producer, responsible for 53% of global
output and the world’s largest iron ore importer. Other key import markets include
Japan, South Korea, Taiwan and Europe.

In recent years, major producers have prioritised value over volume, focusing on
higher-quality output and capital discipline.

Iron ore prices have remained stronger (above $100/t) than expected due to tight
seaborne supply. Although China’s property market has been weak, the country’s
steel production has been higher than anticipated. This has been supported by
infrastructure spending, manufacturing exports, various stimulus measures, and
rising demand for higher-grade iron ore.

Over the medium to long term, the market is expected to move into surplus, driven
by:

o Supply growth from Australia, Brazil and Guinea.

o Chinese demand is likely to soften as steel production declines and scrap steel

Positioning takeaway: We maintain exposure to leading European oil and gas companies usage rises, partially offset by demand growth from India and Southeast Asia.

with production costs of around $30 per barrel, where dividends and buybacks remain e The iron ore cost curve is relatively flat until the final decile, where it steepens

attractive even at current prices. Geopolitical risks remain a key upside tail. sharply. As a result, production from higher-cost suppliers can materially influence
prices. Over the medium to long term, iron ore prices are expected to normalize
around the 90th percentile, at approximately $90/t.

Positioning takeaway: We remain selectively invested in companies that hold a leading
cost position, produce high-quality ore, maintain strong balance sheets, and generate

attractive returns throughout the cycle.

Taken together, the commodities complex highlights a world moving from abundance to constraint, but not in a uniform way. Copper and PGMs reflect tightening physical supply amid
years of underinvestment. Gold captures financial and geopolitical uncertainty rather than scarcity. Oil sits at the intersection of capital discipline and cyclical volatility.

For portfolios, this argues against treating commodities as a single trade. Selectivity, cost discipline and an understanding of each commaodity’s role in the broader regime are critical.

Janet Muzenda Lonwabo Maqubela
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The diagram on the right [Figure 1] illustrates how our tactical asset allocation Figure 1: Current macro regime and portfolio bias
evolves across different phases of the economic and policy cycle, reflecting

changes in growth momentum, inflation dynamics and central bank behaviour. First rate hike

Rather than treating asset allocation as purely static, this framework allows us to
express conviction through relative tilts as the macro environment transitions,
depending on whether current asset class valuations support this.

Reflation . Overheat

OW cash
We currently assess the global economy to be in a pause phase (between W OW local &

disinflation and reflation): global equity OW ILBs

/ OW Alternatives
e Inflation has stabilised, but growth is uneven UW bonds and

e Policy is no longer tightening, but easing is gradual and selective

e Asset returns are driven by real yield and valuation, not beta

e Dispersion across regions and assets is high Pause

UW local equity &
neutral global equity

cash
~ First rate cut

This combination of stable inflation, resilient pockets of growth and policy i OW local & global
divergence, defines a pause rather than a downturn or overheating phase. From borids
an asset allocation perspective this is expressed in the Relative Asset Class
positioning dashboard below. . Neutral local &
' global equity

OW global bonds

UW local & global
equity

OW Alternatives

-

Disinflation Stagflation

Aggressive easing

Positioning reflects relative tilts through the cycle, not static allocations.
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Relative asset class positioning Figure 2: PIM Relative Asset Class positioning dashboard

This combination of stable inflation, resilient pockets of growth and

policy divergence, defines a pause rather than a downturn or Domestic Equities —_

overheating phase. OVERWEIGHT uw Neutral ow
Valuations remain attractive, earnings are geared to a cyclical recovery, and domestic fundamentals

continue to improve.

Global Equities | ®e

From an asset allocation perspective this is expressed in the Relative
Asset Class positioning dashboard [Figure 2].

The multi itioning shown in the dashboard below i d o LW e Neutral o,
e multi-asset positioning shown in the dashboard below Is expresse Structural growth exposure remains important, but elevated valuations and concentration risk warrant
relative to long term strategic allocations. These views are our current selectivity.

point-in-time assessments which reflect current risk reward asymmetry

and may change as conditions evolve. Domestic Bonds —

OVERWEIGHT _ UW _ Neutral _ oW
High real yields, credible monetary policy and scope for further easing offer attractive prospective
returns.

Global Bonds e
UNDERWEIGHT uw Neutral ow

Provide diversification across rate regimes, but limited upside where much of the easing cycle is
already priced.

Credit ® _

UNDERWEIGHT uw Neutral ow
Income remains attractive, but tight spreads shift the asymmetry of outcomes; quality and structure
matter.

Property ®e s
UNDERWEIGHT uW Neutral ow

Structural pressure on balance sheets, funding costs and demand continue to cap upside despite
selective opportunities.

Cash e  mmmm

NEUTRAL uw Neutral ow
Held primarily for optionality and flexibility.
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Portfolio Management Team

Delphine Govender is Perpetua’s CIO and has ultimate responsibility over the entire investment function and capability; this includes accountability
over investment performance; ensuring that the integrity of the investment philosophy is maintained; the investment process is consistently applied
(and refined where required) and that team succession planning is considered. Delphine has portfolio management responsibilities over all asset classes
as well as leading the global equity capability. She has 28 years’ investment experience is a qualified CA(SA) and CFA charterholder.

Lonwabo Magqubela is Perptua’s Deputy CIO and one of Perpetua’s equity and balanced portfolio managers. He has over 19 years’ investment
management experience. He joined Perpetua as one of the firm’s first team members in 2012. Lonwabo began his journey with Perpetua as a senior
analyst and was promoted to a portfolio manager in 2014. Lonwabo is responsible for leading all growth assets at the firm. He is a qualified CA(SA)
and CFA charterholder.

Patrick Ntshalintshali is one of Perpetua’s equity and balanced portfolio managers. He is responsible for the portfolio risk management aspects of the
equity portfolios and direct mentoring of analysts. He is also a Director of Perpetua and fills the role of Portfolio Risk Manager. Patrick has over 30
years’ experience in the investments industry spanning primarily listed equity investments as well as private equity. He holds a BCom Hons degree and
an EDP.

Pooja Tanna is the portfolio manager for Perpetua’s fixed income products which include the following strategies - Enhanced Cash, Domestic Bond
Fund, and Flexible Fixed Income Fund. She also manages the fixed income assets within Perpetua’s multi-asset class funds and is responsible for
leading income assets at the firm. Pooja has over 21 years’ financial services experience of which the past 18 years has been spent directly in the field
of fixed income — across fixed income trading, interest rate structuring, derivatives trading and portfolio management. She holds a BSc and BSc Hons
degree in Mathematical Statistics.

Ryan van Breda is the portfolio manager for credit (Public and Private markets). Ryan has over 20 years working experience in the financial services
and investment industry of which 11 years has been spent in the positions of being a portfolio manager in credit and structuring at Prescient
Investment Management and Ngwedi Investment Managers. Most recently Ryan focused on structured and sustainable finance. He also launched the
Prescient Clean Energy and Infrastructure Debt Fund. He has a B Com (Hons), M Com and also is a FRM.
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Mandate

Fund strategy

Perpetua Domestic Focused Equity

The Perpetua Domestic Focused Equity portfolio aims to deliver superior risk-adjusted returns relative to the market benchmark in the medium
to long term by using Perpetua’s bottom-up research and stock selection, and high conviction portfolio construction within a defined risk-
conscious investment process. The portfolio is suitable for investors who are seek long term alpha generation from a strategy benefiting from
strong stock selection while seeking to minimise permanent capital loss.

Perpetua Domestic Core Equity
(SWIX)

The Perpetua Domestic Core Equity portfolio aims to deliver superior risk-adjusted returns relative to the market benchmark in the medium to
long term by using Perpetua's bottom-up research and stock selection while controlling the risk of underperformance in the short term through
portfolio construction. The portfolio is suitable for investors who seek long term alpha generation while limiting the risk of short-term
underperformance.

Perpetua Domestic Core Equity
(Capped SWIX)

The Perpetua Domestic Core Equity portfolio aims to deliver superior risk-adjusted returns relative to the market benchmark in the medium to
long term by using Perpetua’'s bottom-up research and stock selection while controlling the risk of underperformance in the short term through
portfolio construction. The portfolio is suitable for investors who seek long term alpha generation while limiting the risk of short-term
underperformance.

Perpetua Global Focused Equity

The Perpetua Global Equity UCITS Fund aims to outperform the benchmark MSCI All Country World Index in the medium to long term by
using Perpetua's bottom-up research and stock selection to build a high conviction portfolio within a defined risk-conscious investment
process, consisting of shares listed on developed and emerging market stock exchanges. The Fund is suitable for investors who accept short
term volatility in the pursuit of long-term alpha generation. The strategy is available as a segregated portfolio for clients investing in excess of
$25m.

Perpetua Global Core Equity

The Perpetua Global Core Equity portfolio aims to deliver superior risk-adjusted returns relative to the MSCI World Index in the medium to
long term by using Perpetua’'s bottom-up research and stock selection while controlling the risk of underperformance in the short term through
portfolio construction, limiting the tracking error. The portfolio is suitable for investors who seek long term alpha generation while limiting the
risk of short-term underperformance.

Perpetua Developed Market
Focused Equity

The Perpetua Developed Market Focused Equity portfolios aims to outperform the benchmark MSCI World Index in the medium to long term
by using Perpetua's bottom-up research and stock selection to build a high conviction portfolio within a defined risk-conscious investment
process, consisting of shares listed on developed market stock exchanges. The Fund is suitable for investors who accept short term volatility in
the pursuit of long term alpha generation.

Perpetua International Focused
Equity

The Perpetua International Focused Equity portfolios aims to outperform the benchmark MSCI EAFE or MSCI World ex-US Index in the
medium to long term by using Perpetua’s bottom-up research and stock selection to build a high conviction portfolio within a defined risk-
conscious investment process, consisting of shares listed on developed market stock exchanges outside of the USA. The Fund is suitable for
investors who accept short term volatility in the pursuit of long term alpha generation.

PERPETUA INVESTMENT MANAGERS 2026 INVESTMENT OUTLOOK

Page 41



ON MY MIND | FEATURE | ASSET CLASSES | COMMODITIES | MULTI-ASSET POSITIONING | PERPETUA TEAM | INVEST WITH US

Mandate

Fund strategy

Perpetua Domestic Balanced

The Perpetua Domestic Balanced portfolio is a multi-asset class portfolio investing in equities, bonds, cash and commaodities in South Africa,
subject to the restrictions of Regulation 28. The Fund is managed in a manner to deliver returns above long term target of SA CPI+5%. The
strategy benefits from Perpetua’s top-down macro-driven asset allocation process combined with bottom-up fundamental asset class research
and stock-picking.

Perpetua Global Balanced

The Perpetua Global Balanced portfolio is a multi-asset class portfolio investing in equities, bonds, cash and commaodities in the domestic and
global markets subject to the restrictions of Regulation 28. The Fund is managed in a manner to deliver returns above long term target of SA
CPI+5%. The strategy benefits from Perpetua’s top-down macro-driven asset allocation process combined with bottom-up fundamental asset
class research and stock-picking.

Perpetua Cash Enhanced

The Perpetua Cash Enhanced portfolio is designed for investors who have a need for a competitive return while avoiding any capital loss in the
short term. It will aim to deliver returns 1.0% per annum above the Short-Term Fixed Interest rate (SteFl) benchmark before fees, and will do so
by investing in short-term credit opportunities, notes, derivatives, short-dated government bonds and collective investment schemes/funds.

Perpetua Flexible Fixed Income

The Perpetua Flexible Fixed Income portfolio provides investors with a blend of stability, income and capital appreciation. The fund aims to
deliver outperformance against 120% of the STeFIl benchmark by investing in credit opportunities, duration positions, structured notes,
derivatives and alternative strategies. The fund aims to minimise volatility by utilising the various instruments in the fixed income universe.

Perpetua Domestic Bond portfolio

The Perpetua Domestic Bond portfolio seeks to generate capital and interest returns by investing primarily in South African government,
parastatal and corporate bonds. The portfolio aims to deliver excess returns by investing in fixed income instruments offering superior yields
which actively managing duration and credit, thereby limiting downside risk.

For more information on our products, view them on our website.
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Performance ended 31 December 2025 Inception date 10 years
Perpetua Domestic Focused Equity November 2012 11.6%
JSE Capped SWIX 42.6% 20.4% 18.3% 10.9%
Active return -4.2% +0.5% +2.8% +0.7%
Perpetua Core Domestic Equity (SWIX) July 2015

JSE SWIX 42.4% 20.4% 16.9% 10.6%
Active return -0.8% -0.3% +1.1% +0.6%
Perpetua Domestic Core Equity (Capped SWIX) January 2021

JSE Capped SWIX 42.6% 20.4% 18.3% -
Active return -1.5% 0.0% +0.3% -
Perpetua Global Focused Equity (USD) February 2019

MSCI ACWI (Net) (USD) 22.9% 21.2% 11.7% -
Active return +14.1% -2.4% -1.5% -
Perpetua Global Core Equity (ZAR) September 2023

MSCI World (ZAR) 6.6% - - 8
Active return +7.8% = = =

Perpetua Developed Market Focused Equity (USD)  October 2021

MSCI World (USD) 21.1% 21.2% - -

Active return +14.2% -0.3% - -
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Performance ended 31 December 2025 Inception date 10 years
Perpetua Domestic Balanced January 2014 11.5%
70% Capped SWIX, 20% ALBI, 5% CILI, 5% STeFl 35.4% 18.6% 16.2% 10.5%
Active return -1.2% +1.3% +2.4% +1.0%

Perpetua Global Balanced August 2013
ASISA SA Multi Asset High Equity Category Average 18.8% 14.8% 12.7% 8.4%
Active return +3.8% +2.2% +2.9% +2.3%

Perpetua Enhanced Cash November 2024
STeFl 7.5% - = -
Active return +2.0% - - -

Perpetua Flexible Fixed Income April 2024
120% of STeFi 9.1% - = -
Active return +5.3% - - -

Perpetua Domestic Bond* April 2015
87.5% ALBI, 12.5% STeFi 22% 15.6% 11.7% 10.8%
Active return 0.2% 0.6% 1.2% -0.2%
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Perpetua Investment Managers

5th Floor, The Citadel, 15 Cavendish Street, Claremont 7708
PO Box 44367, Claremont 7735, South Africa

Telephone + 27 21 674 4274

Telefax +27 21 674 4599

info@perpetua.co.za

www.perpetua.co.za

DIRECTORS: DD Govender CA(SA) CFA, K Govender CA(SA) PG Dip Tax (Natal)
P N Ntshalintshali B Com (Hons) AMP, R S M Ndlovu B Bus Studies (Hons), A de
Swardt B Com (Hons), R Moloto B Com

Disclaimer

Perpetua Investment Managers (Pty) Ltd has taken and will continue to take care that all
information provided, in so far as this is under its control, is true and correct. However, Perpetua
Investment Managers (Pty) Ltd shall not be responsible for and therefore disclaims any liability for
any loss, liability, damage (whether direct or consequential) or expense of any nature whatsoever
which may be suffered as a result of, or which may be attributable, directly or indirectly, to the use
of or reliance upon any information provided. The content of this presentation is provided by
Perpetua Investment Managers (Pty) Ltd as general information about the company and its
products and services. Perpetua Investment Managers (Pty) Ltd does not guarantee the suitability
or potential value of any information or particular investment source. The information provided is
not intended nor does it constitute financial, tax, legal, investment, or other advice. Before making
any decision or taking any action regarding your finances, you should consult a licensed financial
adviser. Nothing contained in the presentation constitutes a solicitation, recommendation,
endorsement or offer by Perpetua Investment Managers (Pty) Ltd, but shall merely be deemed to
be an invitation to do business.

Copyright

The content and information provided are owned by Perpetua Investment Managers (Pty) Ltd and
are protected by copyright and other intellectual property laws. All rights not expressly granted are
reserved. The content and information may not be reproduced or distributed without the prior
written consent of Perpetua Investment Managers (Pty) Ltd.




