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Trade Wars and Real Wars - An Unforgettable Quarter

“Wars begin when you will, but they do not end when you please.”
Machiavelli

The second quarter of 2025 will be remembered as one of the more emotionally
charged and geopolitically volatile periods in recent history. What began as a
continuation of simmering trade tensions exploded into a full-blown crisis of
confidence - across markets, governments, and society at large. The fuse was lit in
early April - President Trump’s so called “Liberation Day” will be analysed and debated
by students of economics and history for generations to come. The final details of the
tariff wars remain fluid, but labelled an act of "economic independence”, the move
triggered immediate retaliation from America’s larger trading partners. Market
reaction was swift and brutal. Perhaps more significantly, the uncertainty and
subsequent loss of consumer and business confidence runs the risk of impacting
economic growth.

Caught between the rock of potential tariff induced inflation and the hard place of
slowing growth, central banks, most notably the US Federal Reserve, have found
themselves inadvertently at the centre of the crisis. Do tariffs cause inflation, or does
the deteriorating growth outlook and stagnant demand lead to disinflation or even
deflation? Trade wars aside, the return of real wars was equally disturbing. The
escalation of tensions in the Middle East, coupled with the continuation of the war in
Ukraine continue to polarise global politics. Theories abound - the imponderables of
macroeconomics and geopolitics.

If ever there was a market that could write the playbook on dealing with volatility, it
would be South Africa. A perennially complicated, dynamic and noisy political
backdrop, a small open economy with highly tradeable and liquid currency and bond
markets, and a vibrant, free media. As if the global environment sketched above was
not quite enough, South African politicians went one better. Coalition politics is a new
phenomenon in South Africa - a phenomenon to which the 2 major parties seem to be
taking some time to adjust. We like most South Africans, want to see the country reach
its growth potential - many of our social and financial problems are arguably solvable



through improved economic growth. The ideological debates are a natural
consequence of a vibrant democracy - the public bickering and brinkmanship are not
constructive.

ClucasGray Equity Prescient Fund

Despite the headlines, the 2" quarter was a decent one for South African equity
investors, with the JSE Capped Swix gaining 9.7%. The ClucasGray Equity Prescient
Fund returned 9.2% marginally behind the Swix but ahead of the SA General Equity
peers. It has been a good period for investors, with the fund having gained nearly 20%
over the last year, 14.6% per annum over the last 3 years, and a healthy 19.7% per annum
over the last 5 years. Following a protracted period of benign equity returns, investors
have enjoyed strong returns from the equity market. As outlined on the fact sheet, the
fund returns compare favourably to both the JSE Swix benchmark and the peer group
over most periods.

Being an active fund, in which we strive to deliver Alpha for our investors over time,
the fund holdings do not mirror the Index. We have always looked to generate Alpha
by positioning the fund to take advantage of opportunities across the market cap
spectrum. It is a strategy that has delivered on our objective of generating Alpha over
time, but due to the differentiated holdings, Alpha is not generated all the time.

Away from commodities, we find the chart below instructive. We took the average
forward PE multiple of 6 South African facing businesses that have remained largely
unchanged over the last 20 years. They are disparate, spanning differing industries -
financial, consumer and industrial. The current valuations that these 6 companies trade
at is rivalled only by the Global Financial Crisis and the Covid pandemic - 2 seismic
events of the last 20 years. Indeed, they are currently even cheaper than they were
during the uncertainty before the 2024 elections.

Sample of 6 SA Financial & Industrial Companies

Forward PE's now as attractive as at any stage in last 20 years

Forward PE - 6 Disparate SA Financial & Industrial Companies
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We have however experienced similar periods before. By sticking to our fundamentally
driven process, striving to invest in good companies at attractive prices, and seeking
out “underexplored opportunities”, the fund has been able to recover strongly when
environments normalise.

With the 3 major drivers of equity returns being Earnings Growth, Dividend Yield and
the change in Valuation, our view is that SA equities are well placed to deliver
attractive returns. Starting valuations are low, with potential upside risk to valuation
multiples. The starting dividend yield of the portfolio is high, providing an underpin to
returns, with the prospect of decent earnings growth in a steadily improving economic
backdrop. As a result, we continue to believe that patience will be rewarded.



ClucasGray Equilibrium Prescient Fund

The 2n quarter produced decent results for South African balanced fund investors.
The two major South African asset classes, SA Equities and Bonds, both delivered
good returns. The All Bond Index gained 5.9%, while the JSE Capped Swix increased
by 9.7%. The ClucasGray Equilibrium Prescient Fund grew by 7% over the quarter. As
evidenced on the fact sheet, the fund has returned 16% over the last 12 months, 14.5%
per annum over the last 3 years and 15% per annum over the last 5 years. These returns
compare favourably to inflation over all periods, and to peers over most.

The performance of South African bonds has been well documented - they have
delivered extremely good real returns to investors over a sustained period. As penal
as the elevated South African interest rate environment has been for the consumer
economy, the high yields have been a blessing for investors. The fund has been well
exposed to bonds, which have provided an important underpin in our quest to deliver
real Rand returns to investors of inflation plus 4%. Notwithstanding some compression
in bond yields over the last few months, we believe that bonds continue to provide the
ability to deliver further real returns.

The fund’s global exposure did not change over the quarter. Whilst domestic equities
have outperformed global equity markets materially over the last 12 months, the fund
has nonetheless benefitted from a sharp recovery in global equities over the last
quarter, with the MSCI All Country Index gaining +11.5% in USD. The fund has benefitted
from its exposure to Europe which has been relatively stronger over the quarter and
the past 12 months.

As alluded to in our commentary on SA equities above, we remain optimistic about
the ability of the equity component of the fund to deliver attractive returns. The asset
allocation of the fund continues to favour a combination of South African equity and
bonds. Combining the potential returns from both major asset classes, we believe that
the fund is well placed to meet its objectives.

If there is any interest in a meeting to discuss the funds, please don’t hesitate to get in
contact with Alex Holmes on Alex@ClucasGray.co.za.

Regards
Andrew, Grant, Alex and the CGAM team

ClucasGray Equity Prescient Fund | Net Annualised Performance Figures to 30 June 2025

Since Inception”

Quarter 3 Years 5 Years 10 Years (Annualised)

Fund® 92% 19.6% 14.6% 19.7% 9.1% 12.0%
Class A2™ 8.9% 18.7% 13.8% 18.7% 8.2% 11.1%
SWIX TR 101% 25.2% 16.1% 14.4% 8.1% 11.6%
SA Equity General Peer Group 9.1% 21.7% 14.4% 15.6% 7.6% 11.0%
* Inception 1 October 2011 Source: Prescient Fund Services June 2025
** Highest Fee Class Highest Rolling 1 Year Return * 55.3%

Lowest Rolling 1 Year Return * -30.7%

ClucasGray Equilibrium Prescient Fund | Net Annualised Performance Figures to 30 June 2025

Since Inception®

10 Years (Annualised)
Fund® 7.0% 16.1% 14.5% 15.2% 9.5% 9.9%
Class C™ 6.8% 15.5% 13.8% 14.5% 8.8% 9.3%
SA Multi Asset High Equity Peer Group 6.4% 15.2% 13.4% 11.9% 7.5% 7.6%
* Inception 16 January 2015 Source: Prescient Fund Services June 2025
** Highest Fee Class Highest Rolling 1 Year Return * 34.2%

Lowest Rolling 1 Year Return * A7.6%
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ClucasGray Flexible Income Prescient Fund | Net Annualised Performance Figures to 30 June 2025

Fund®
Class B1™
SA Multi Asset Income Peer Group

Quarter
4.8%
4.8%

3.1%

Since
Inception™
3 Years (Annualised)
15.3% 11.6% 10.1%
15.2% 11.5% 10.0%
12.1% 10.2% 9.3%

*Inception 15 February 2022
** Highest Fee Class

Source: Prescient Fund Services June 2025
Highest Rolling 1 Year Return * 18.3%
Lowest Rolling 1 Year Return * 3.3%

CGAM SA Balanced Prescient Fund | Net Annualised Performance Figures to 30 June 2025

Since Inception®

Fund®
Class B1™
CPI+4% Benchmark

Quarter
8.4%
8.3%
1.7%

1 Year (Annualised)
17.9% 16.4%
17.5% 16.0%
71% 8.4%

* Inception 10 July 2023
** Highest Fee Class

Source: Prescient Fund Services June 2025
Highest Rolling 1 Year Return * 24.2%
Lowest Rolling 1 Year Return * 13.3%




