FROM THE ANALYSTS

SA equities:
where from here?

Marco Barbieri
Director SA Equity

South African equities have rebounded strongly since the May 2024 elections, driven by reforms, improved
business confidence, and a stronger rand, with SA-sensitive sectors leading the gains. Despite the recent rally,
we believe valuations remain attractive, and the investment case compelling.
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Background

Over the past two years, we have emphasised the "South African equity opportunity" despite a challenging
macroeconomic environment and various structural bottlenecks in key areas such as rail, ports, and electricity.
Eighteen months ago, while most South African-focused investors acknowledged the market's undervaluation,
they were primarily concerned with the effects of load-shedding and speculating on how long it would take to
resolve. Over the past year, however, several positive catalysts have emerged. The outcome of South Africa’s
national elections in May and the subsequent formation of a Government of National Unity (GNU) proved to
be pivotal, igniting a rally in SA-sensitive assets and sparking a recovery in the rand.

Since the beginning of April 2024, the local equity market (JSE Capped Swix) has surged by 18%, with South
African-sensitive sectors significantly outperforming the broader index. As highlighted in the chart below,
9 out of the top 10 best-performing sectors (highlighted in blue) are driven by SA-related factors. These
sectors, previously underperformers due to weak growth, have shown marked improvement, coinciding
with a stronger rand, which has appreciated approximately 11% against the US dollar during this period.
Remarkably, in US dollar terms, SA equities rank as the third-best-performing emerging market year-to-date,
trailing only Taiwan and Peru.

Chart 3: SA equities — median sector performance — 01 April to 31 Oct 2024
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What’s changed since the elections? Medium-term growth expectations

From an economic perspective, since May 2024, South Africa has experienced a strong recovery in leading
indicators and a significant improvement in business confidence. This recovery is largely attributed to
enhanced electricity capacity and the successful transition to a coalition government. Notably, opposition
parties have embraced Operation Vulindlela, a joint initiative between the National Treasury and the
Presidency aimed at modernising and transforming network industries such as electricity, water, transport,
and digital communications.

According to Nedbank (November 2024), successful reforms in electricity, rail, and port freight, combined
with improved policy certainty, could elevate South Africa’s potential GDP growth to 3.9% by 2027, up from
the current 0.9%. While potential and actual growth differ, consensus GDP growth estimates for 2025 and
2026 have also risen to 1.4% and 1.8%, respectively, as economists anticipate improvements in gross fixed
capital formation and household consumption to drive growth.

Additionally, credit rating agencies have responded positively. S&P, for example, revised its credit rating
outlook for South Africa to "positive" from "neutral" in November 2024, citing the government’s commitment
to private-sector-friendly infrastructure reforms.

SA stocks: What’s priced in?

Although the SA equity rally over the past few months has reduced some of the potential upside, we believe
valuations remain attractive and the investment case compelling. While the deep discounts previously
embedded in local stocks have moderated to more normalised levels, current prices still do not fully reflect
the potential for a cyclical upswing driven by lower interest rates and inflation.

Based on our local equity buy-list, we see double-digit return opportunities across most SA-sensitive sectors,
particularly among banks, insurers, retailers, and in the diversified industrial space. Despite an uncertain
global macroeconomic backdrop, including slowing Chinese growth and uncertainty surrounding new US
foreign policies under Trump, we also see positive medium term prospective returns for local miners and
global cyclical stocks at current levels.

How are we positioned and outlook

Northstar’s local equity portfolios have benefited from the strong rebound in South Africa-sensitive assets
over the past six months. While some volatility is expected as we approach year-end, we remain optimistic
about the medium-term outlook for South African cyclicals and select rand-hedge opportunities.

Our approach to portfolio construction is based on a fundamental bottom-up methodology, focusing on
detailed risk assessments and stock valuation work. We apply this approach rigorously when allocating capital.
Our portfolio’s best risk-adjusted opportunities are currently concentrated in the diversified industrial and
financial sectors, as well as select opportunities among diversified miners, cyclical rand hedges, and Naspers/
Prosus. We are underweight in local defensives and maintain a gold equity position as insurance.
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NORTHSTAR

CIS DISCLOSURES

Boutique Collective Investments (RF) (Pty) Ltd (“BCI”) is a registered Manager of
the Boutique Collective Investments Scheme, approved in terms of the Collective
Investments Schemes Control Act, No 45 of 2002 and is a full member of the
Association for Savings and Investment SA.

Collective Investment Schemes in securities are generally medium to long term
investments. The value of participatory interests may go up or down and past
performance is not necessarily an indication of future performance. The Manager
does not guarantee the capital or the return of a portfolio. Collective Investments are
traded at ruling prices and can engage in borrowing and scrip lending. A schedule of
fees, charges and maximum commissions is available on request. BCI reserves the
right to close the portfolio to new investors and reopen certain portfolios from time
to time in order to manage them more efficiently. Additional information, including
application forms, annual or quarterly reports can be obtained from BCI, free of
charge. Performance fees will be calculated and accrued on a daily basis based upon
the daily outperformance, in excess of the benchmark, multiplied by the share rate
and paid over to the manager monthly.

Performance figures quoted for the portfolio is from Morningstar, as at the date of
this document for a lump sum investment, using NAV-NAV with income reinvested
and do not take any upfront manager’s charge into account. Income distributions
are declared on the ex-dividend date. Actual investment performance will differ
based on the initial fees charge applicable, the actual investment date, the date of
reinvestment and dividend withholding tax.

Boutique Collective Investments (RF) Pty Ltd retains full legal responsibility for the
third party named portfolio.

Although reasonable steps have been taken to ensure the validity and accuracy of
the information in this document, BCl does not accept any responsibility for any
claim, damages, loss or expense, however it arises, out of or in connection with the
information in this document, whether by a client, investor or intermediary. This
document should not be seen as an offer to purchase any specific product and is
not to be construed as advice or guidance in any form whatsoever. Investors are
encouraged to obtain independent professional investment and taxation advice

before investing with or in any of BCl/the Manager’s products.

Income funds derive their income from interest-bearing instruments in accordance

with Section 100(2) of the Act. The yield is a current yield and is calculated daily.

A feeder fund is a portfolio that invests in a single portfolio of collective investment
schemes, which levies its own charges and which could result in a higher fee structure

for the feeder fund.

THE FINANCIAL ADVISORY AND INTERMEDIARY SERVICES ACT, 2002

Northstar Asset Management Proprietary Limited is an authorised financial services
provider in terms of the Financial Advisory and Intermediary Services Act 2002. All
information contained in this document should not be construed, or relied upon, as
advice. If you require financial and/or investment advice, please engage the services

of an independent financial adviser.

INFORMATION AND CONTENT

The information and content (collectively 'information') accessible in this document
are provided by Northstar as general information about the company and its
products and services. Northstar does not guarantee the suitability or potential value
of any information or particular investment source. Any information in this document
is not intended nor does it constitute financial, tax, legal, investment, or other advice.
Nothing contained in any service or any other content in this document constitutes a
solicitation, recommendation, endorsement or offer by Northstar. Nothing contained
in any service or any other content in this document constitutes a solicitation,
recommendation, endorsement or offer by Northstar. Illustrations, forecasts or
hypothetical data are not guaranteed and are provided for illustrative purposes
only; returns or benefits are dependent on the performance of underlying assets or
other variable market factors; there are risks involved in buying or selling a financial
product; past performances are not necessarily indicative of future performances;

and no guarantees are provided.

NORTHSTAR ASSET MANAGEMENT

Northstar Asset Management (Pty) Ltd

Registration No. 1996/001423/07 | FSP number 601

Suite 1A, Madison Place, Alphen Office Park, Constantia Road,
Constantia PostNet Suite #784, Private Bag X16, Constantia 7848
Tel +27 (0)21 810 8400 | Fax +27 (0)21 794 2885

info@northstar.co.za | www.northstar.co.za

DISCLAIMER

The Management of portfolios is outsourced to Northstar Asset Management
(Pty) Ltd, (FSP) Licence No. 601, an Authorised Financial Services Provider under
the Financial Advisory and Intermediary Services Act, 2002. This information is not
advice, as defined in the Financial Advisory and Intermediary Services Act (No. 37 of
2002). Please be advised that there may be representatives acting under supervision.
The manager retains full legal responsibility for the co-named portfolios. Legal

Information http://northstar.co.za/page/legal-information/



