


Qua�erly Fund Commentary

Conservative po�olios generated strong returns in the second qua�er of 2026, suppo�ed by a strong backdrop for South African �xed income markets. Bond yields declined across the curve as lower oil prices reduced in�ation expectations, driving bond prices higher. In a near mirror image of 

the previous qua�er, longer-dated bonds outperformed sho�er-dated issues, with the yield on the 10-year South African government bond declining over the qua�er, providing a tailwind for longer-duration po�olios. However, local equi� allocations detracted from performance, as weakness in 

the Resources sector weighed on the broader South African equi� market.

�e WealthStrat Cautious Prescient Fund of Funds returned +2.9% for the qua�er and has generated a return of +11.9% over the past year.

Asset Allocation

Local bonds constitute the majori� of the Fund’s asset allocation, including investments in corporate, government and in�ation-linked bonds. Local bonds posted strong performance over the qua�er, completely reversing their �rst-qua�er loss and comfo�ably outpacing global bonds, which 

were roughly �at over the same period. �e decline in oil prices materially improved the domestic in�ation outlook, while a �rmer rand and renewed global appetite for emerging-market debt drew foreign capital back into South African government bonds — a powerful combination that drove 

yields lower and prices higher across the curve. Cash, as measured by the STeFI Composite, returned +1.7%, remaining a steady contributor for conservative allocations.

South African equi� markets delivered a sharply divergent qua�er, with a modest headline index return concealing one of the widest dispersions between sectors in recent memory. �e FTSE/JSE All Share Index declined 2.4% in rand terms — a second consecutive qua�erly decline — but this 

restrained headline concealed a signi�cant rotation beneath the surface. �e Resources sector, which had led the market in Q1, was the epicentre of the weakness, decreasing 18.7% as the global commodi� downturn — pa�icularly the sharp falls in gold, platinum-group metals and oil — 

negatively a�ected precious-metal and diversi�ed miners. In stark contrast, the domestically oriented, interest-rate-sensitive pa�s of the market thrived. �e Financials sector led the market with a return of +8.0%, suppo�ed by resilient performance from the major banks, while Industrials gained 

+4.8% as “SA Inc.” names recovered. �e standout local performer was Listed Prope�y, which surged 10.0% — a dramatic reversal from its Q1 decline — as falling bond yields li�ed the rate-sensitive sector. Smaller companies also outperformed their larger peers, with the Small Cap index 

returning +6.2%.

Global equities rallied strongly over the qua�er, with gains broadening well beyond US mega-cap technology. Developed markets rose 13.9% as consensus 2026 earnings estimates were revised sharply higher — by some 11 percentage points since the con�ict began in late February — led by the 

information technology sector. US equities gained around 15% on the back of an exceptionally strong earnings season, in which roughly 85% of S&P 500 companies beat expectations. �e standout performers, however, were in the emerging world: emerging market equities surged approximately 

24% — their best qua�er since 2009 — as the heavy weighting of semiconductor and IT-hardware companies bene�ted directly from the AI capital-expenditure boom. Asia ex-Japan led all regions (+28%), with Korea (+88%) and Taiwan (+49%) posting extraordinary gains as demand for memory 

chips and electrical equipment drove index heavyweights sharply higher. Growth stocks meaningfully outpaced value (by roughly 9.6 percentage points globally), while US Small Caps (+15%) also produced strong results for the qua�er.

Global bond markets lacked clear direction as investors weighed the impact of energy-price volatili� on in�ation and growth. �e Bloomberg Global Aggregate Bond Index eked out a small gain of around 0.9%. US Treasury yields ended the qua�er broadly �at a�er dri�ing higher intra-qua�er, 

with the US Federal Reserve — now under new Chair Kevin Warsh — holding rates unchanged while striking a hawkish tone. Elsewhere, the European Central Bank delivered its �rst rate hike a�er an eleven-month pause, and the Bank of Japan raised its policy rate to 1.0%. Commodi� prices fell 

over the qua�er, with oil down roughly 38% and gold and precious metals falling more than 10% as the safe-haven and “currency-debasement” trades unwound. �e stronger rand acted as a marginal headwind to the performance of o�shore allocations.

Fund Selection

Nedgroup Investments Core Bond delivered strong absolute performance during the second qua�er, achieving �rst-qua�ile performance within its peer group, although it marginally underperformed its benchmark. South African bonds had a strong qua�er following a challenging sta� to the 

year, with medium- and long-dated bond yields declining signi�cantly, resulting in broad-based price gains across the yield curve. Strong foreign demand for South African bonds provided fu�her suppo� to the local bond market, while improving geopolitical conditions, pa�icularly progress in 

US-Iran negotiations, boosted investor risk appetite and contributed to the positive market environment.

Nine� One Diversi�ed Income delivered positive returns over the qua�er but ranked in the third qua�ile of its peer group during a pa�icularly strong period for South African �xed income funds. �e fund's defensive positioning, characterised by a meaningful allocation to sho�er-dated 

instruments, helped preserve capital and suppo�ed a stable return pro�le. However, this conservative positioning limited its pa�icipation in the domestic bond market rally. As long-dated South African bond yields declined over the qua�er, longer-duration bonds generated strong capital gains. 

Given the fund's relatively low duration, it was less exposed to these gains than many of its peers. Performance was fu�her constrained by the po�olio's sizeable allocation to �oating-rate notes (FRNs), which comprised nearly half of the fund.

Matrix SCI Stable Income delivered solid absolute performance over the qua�er, while also delivering �rst-qua�ile performance relative to peers in the SA MA Interest Bearing Sho� Term ASISA category. �e fund bene�ted from the strong rally in the SA bond market over the qua�er, which 

proved suppo�ive of returns from SA �xed income managers. �e fund is one of the more conservative o�erings in the SA �xed income universe, both from an asset allocation and a duration perspective, which leads to the fund protecting capital well in di�cult periods for the SA bond market, 

however, we would expect the fund to lag some peers slightly in the event of strong SA bond market rallies.

During the second qua�er, the WealthStrat Cautious Prescient FoF was restructured to decrease allocations to Ayle� Equi� Prescient, Fai�ree SA Equi� Prescient and Tru�e SCI SA Equi�. �is funded increased allocations to PSG Equi�, 36One FR SA Equi� and Methodical 

FR Equi�.

Summary

�e Fund delivered relatively strong absolute returns in the second qua�er, with most major asset classes posting positive returns over the qua�er. �e Fund continues to be allocated to a diverse range of a�ractively priced local and global asset classes. We are con�dent that it will be able 

to deliver on its investment objective over the long term.
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