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Overview
of the default
Investment
strategy

The Trustees of the Fund have a
formal investment strategy in place
whereby the Fund aims to provide
stable long term returns in excess of
inflation that suits the majority of the
members’ long-term investment
needs.

|

¥

The Fund currently invests 90% in Sanlam Stable
Bonus Fund and 10% in the SIM Cash Fund in
order to achieve its objectives.

» Protects investors against short-term volatility
while providing partial guarantees on benefit
payments

* Smoothes investment return

* Bonuses consist of a vesting and non-vesting
portion and are declared monthly in advance.
Bonuses cannot be negative.

This is achieved by smoothing the returns over
time, and guaranteeing (for resignation,
retirement, death, retrenchment and disability
events) the net contributions invested together
with the vested bonuses.

Non-vested bonuses are also declared on top of
that. These can be removed in very extreme
circumstances though this has never yet occurred
since the portfolio’s commencement in 1986.

The strategy could be considered by investors
preferring a cautious, arm’s-length approach to
money management; investors wishing to avoid
any chance of losing money; investors who
require capital security and investors who regard
financial security as highly important.



Default Investment Strategy
Portfolios

Sanlam Stable Bonus Portfolio?

Why Sanlam Stable Bonus Portfolio?

Investment Markets are subject to drawdowns (negative returns). Smoothing of investment returns
can reduce the drawdowns but may not be enough to eliminate them (some investors who do not
like seeing their fund value going down may still worry). Adding a guarantee can fully eliminate the
drawdowns and hence give investors the piece of mind.
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What are Smoothed Bonus Portfolios?

In smoothed bonus portfolios, investment returns are smoothed by way of regular bonus declarations.
This results in stable and dependable investment returns, lessening the roller-coaster ride that
investors in market-linked portfolios might experience — consider the global financial crisis during 2008
as an example. These bonus declarations are based on the returns achieved on the portfolio’s
underlying investments. However, some returns are set aside during periods of strong market growth
to be used to boost returns during periods of weaker performance.

Guarantees

* The book value is the value that is guaranteed to be paid out for benefit payments (death, disability,
resignation, retrenchment and retirement) regardless of market conditions. The book value is the
net contributions accumulated at the bonus rates.

* There is no limit on the amount of benefit payments at book value.
* All guarantees are backed by the financial strength of Sanlam Life.
- Solvency cover of 166% on 30 June 2024 and a Standard & Poor (S&P) credit rating of zaAAA.

- The resilience of the Sanlam share price during the sub-prime crisis shows the market’s
confidence in Sanlam and its management
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Gross Bonuses as at 31 March 2025
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The Sanlam Stable Bonus Portfolio continues to deliver stable, dependable positive returns for
investors.

Over the first quarter of 2025, the Sanlam Stable Bonus Portfolio gave investors a return of 2.6% and
a return of 11.2% for the year. Over the long term, the portfolio posted strong inflation beating returns.
This portfolio is especially important for members closer to retirement, as it offers protection over their
accumulated capital but retaining the benefit form the market upside.

*Inflation is lagged by one month
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Looking at the current composition of the portfolio, the overweight positions are SA ILBs. International
Cash, SA Nominal Bonds, SA Equity, and International Bonds. The underweight positions in the
portfolio are International Bonds, International Equity, SA Alternatives, SA Credit, International
Property, SA Property, International Alternatives and SA Cash.
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SIM Cash Fund

Why the SIM Cash Fund?

The SIM Cash Fund provides capital stability by investing primarily in cash and money market
instruments. The portfolio is suited to investors requiring competitive interest with regular income and
total capital stability. It is ideal for risk-averse investors, or for investors who are waiting for market
volatility or global uncertainty to subside.

The portfolio should produce higher returns than call deposits while interest rates are declining. In
rising interest rate environments, these funds will benefit soonest from higher call deposit rates. The
portfolio could be considered by investors preferring a cautious, arm’s-length approach to money
management; investors who require capital security and investors who regard financial security as
highly important.

Gross Returns as at 31 March 2025
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The SIM Cash Fund returned 2.1% for the quarter ended 31 March 2025 and a return of 9.1% for the
year. Over the long term, the portfolio has consistently outperformed its benchmark.
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Performance
summary

31 March 2025 3 Months 6 months 3years 5years 10years

Default Investment Strategy

Sanlam Stable Bonus Portfolio 2.6% 5.4% 11.2% 9.5% 8.5% 8.5%
CPI* 1.3% 1.3% 3.2% 5.2% 4.8% 5.0%
* SIM Cash Fund 2.1% 4.3% 9.1% 8.3% 6.9% 7.5%
STeFI Composite 1.9% 3.9% 8.3% 7.5% 6.2% 6.7%

CPI figures up to 28 February 2025
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Macroeconomic Commentary

Highlights

Global

Tariff uncertainty weighs on developed market equities as Trump’s “Liberation Day” approaches
Trump imposes 25% tariffs on aluminium and steel imports

BOA-surveyed fund managers cut global growth expectations,

US Fed leaves rates unchanged even as recession risks rise

US bond market sell-off forces 90-day pause on Trump’s reciprocal tariffs

Local

SA equities outperform developed and emerging markets on a surge in resource stocks
SA MPC leaves rates unchanged in split vote

Delayed National Budget tabled in March

GNU at risk from DA’s opposition to VAT hike

SA’s gross funding requirement to rise to 7.3% of GDP in 2025/26 from 5.6% in 2024/5

Executive summary

Risk assets sold off in the first quarter of the year as
uncertainty around Trump’s tariffs intensified ahead of his
“Liberation Day” tariff announcement. Developed market
equities were the hardest hit, while emerging market
equities managed to yield a positive return. In contrast,
South African equities handsomely outperformed their
global counterparts, buoyed by a surge in resource
stocks, notably gold and PGM counters. The FTSE/JSE
All Share Index returned 5.9%, the MSCI World Index
returned -4.3%, the MSCI Emerging Markets Index
returned 0.3% in ZAR for the quarter ended 31 March
2025. While inflation risks have intensified after more
aggressive US tariff hikes than expected, inflation
expectations have surged while recession risks have
risen. 42% of fund managers now expect a recession.
The April Bank of America Fund Manager Survey was the
fifth-most bearish fund manager survey in the past 25
years and the fourth-highest recession reading of the past

20 years.
PAGES
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Caution should, however, be exercised around sentiment survey data as they are typically skewed by the
dominant narrative in markets at any given point in time. While tariffs will act as a supply shock in the US,
increasing inflation and lowering GDP growth, the impact is likely to be disinflationary in the rest of the
world and present a big potential threat to “Factory Asia”.

Despite the recession risks, markets are not priced for recession. Forward price-to-earnings ratios are still
high by historical standards, and high yield and investment grade credit spreads, while rising on
heightened default risks, are still trading below their respective averages. This suggests that policy
uncertainty will continue to be a headwind for risk assets, with markets likely to test their recent lows in the
near term. The 90-day pause on reciprocal and auto tariffs and the introduction of sector-specific tariffs
was a welcome reprieve, suggesting that tariffs could still be watered down over the coming months as
trade negotiations step into full gear. It is speculated that Trump’s reciprocal tariff reprieve was probably
driven by the surge in US treasury yields following his “Liberation Day” announcement and pressure from
within his own party, given the upcoming mid-term elections in 2026.

Global economics
Global Equities

Global equities sold off in the first quarter of the year as uncertainty around Trump’s tariffs intensified
ahead of “Liberation Day” scheduled for 2 April. While reciprocal tariffs would be imposed, country-specific
rates would be calculated based on those countries’ trade imbalances with the US. Earlier in the month,
tariffs of 25% were applied to aluminium and steel imports, with further sector-specific and broad-based
minimum tariffs expected to be announced in early April. Consumer and business sentiment was sharply
lower on heightened policy uncertainty, and the S&P 500 shed 4.3% (in US dollars) while the MSCI World
Index was 1.8% lower. Global growth stocks — led by large cap technology counters — sold off heavily,
declining by 7.7%, while value stocks were 5.0% higher. In contrast, emerging market stocks yielded a
positive gain of 3.0% (in US dollars), with the Hang Seng Index up 15.1%, buoyed by the release of
DeepSeek’s latest Al model.

In recent months, markets have shown increased concern about growth rather than inflation, reflected in a
positive stock-to-bond yield correlation and declining US 10-year treasury yields. Despite recession fears,
US and EU high yield credit spreads remain below historical averages, although they rose following
Trump’s aggressive “Liberation Day” tariffs, which imposed sweeping duties on imports and led to
increased global market volatility. Trump’s reciprocal “Liberation Day” tariffs were announced on 2 April,
with implementation expected on 5 April. A minimum 10% tariff on all imports into the US was announced,
the highest level since the 1930s. Countries that were deemed to have treated the US badly were
penalised with their own higher tariffs of up to 50%. The US economy is expected to contract in the first
half of the year, partly due to front-loaded imports ahead of tariffs, while sentiment remains weak, and
recession risks persist. However, PMI data suggest no imminent downturn, and earnings forecasts have
improved despite valuation declines after April's sell-off. The US president also announced a 90-day
pause in the implementation of reciprocal tariffs on those countries that did not retaliate against the US.
The inflationary effect of the delay in implementation is therefore only expected to be seen in the July
inflation data, at the earliest.
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But the US did double down in China, raising tariffs to 145%. China responded by raising its tariffs to an
effective 125%, intensifying the trade war between the countries. The impact of Trump’s tariffs has seen
trillions of dollars shed in equities around the world in April, a sharp sell-off in bonds, and a plunge in the oil
price to levels last seen during the coronavirus pandemic. Trump’s 90-day tariff reprieve was probably
driven by the surge in bond yields after his “Liberation Day” announcement and pressure from within his
own party, given the upcoming mid-term elections in 2026. The sell-off in US treasuries has raised investor
concerns that US bonds are no longer a safe-haven asset. They are steadily being replaced by German
Bunds, the Swiss franc, Japanese yen and gold, as central banks continue to hoard the precious metal.
China has been offloading US treasuries as it attempts to de-dollarise, amid a deteriorating trade
relationship.

Global Bonds

Despite pressure from Trump’s trade wars in March, global bonds performed well over the quarter, with
lower yields driven by inflation surprises and mounting growth concerns. The Bloomberg Capital Global
Aggregate Bond Index yield dropped from 3.68% to 3.62%, resulting in returns of 2.6% in US dollars and
0.04% in rands. US treasury yields also declined, with markets increasingly pricing in recession risk and
expecting three Fed rate cuts this year. However, Trump’s tariff escalation in April briefly pushed yields
higher and widened the yield curve, leading to a 90-day pause in tariff implementation, likely triggered by
rising yields. Inflation expectations surged, with the University of Michigan’s one-year estimate jumping
from 2.8% to 6.7% post-tariff announcement. Still, bond markets reflected expectations of slower growth,
with inflation-linked bonds outperforming nominal ones.

Global Listed Property

The lower bond yields over the quarter supported bond-sensitive sectors with the global listed property
sector shrugging off rising recession risks. The FTSE EPRA Nareit Developed Markets Property Index
increased by 1.8% in US dollars and -0.8% in rands as the sector rerated on a price-to-book basis. The
price-to-book ratio increased from 1.39X to 1.45X, in line with the 1.46X historical average. In terms of
sector performances, gaming REITS (11.5%), free standing units (9.1%) and industrial rentals (6.1%)
yielded the best returns. Data centres (-15.2%), office space rentals (-10.6%) and shopping centres (-5.3%)
brought up the rear. The relative underperformance of data centre rentals reflects reduced appetite for data
centres after the release of DeepSeek’s latest Al model. This has prompted investors to reassess the
bullish trajectory of demand for advanced computer chips (GPUs), physical infrastructure and power
required for the build-out and training of Al models.

Local economics

Local Equities

South African equities were the best performing of the broad asset classes in the first quarter of the year,
outperforming the S&P 500 and the MSCI World Index. The relative outperformance by the FTSE/JSE All
Share Index was driven by a surge in resource stocks (30.0%), led by gains in the gold price (19.3%) and
the prices of PGMs. Despite a generally positive domestic economic outlook for 2025, with SARB
forecasting 1.7% growth, downside risks loom due to Trump’s punitive 31% tariffs on South African exports
and the country's likely exclusion from AGOA, both of which threaten exports and growth, particularly in the
automotive and agricultural sectors. While PMIs remain in contractionary territory, early-year data showed
modest gains in manufacturing production and retail sales, but weak consumer confidence, a proposed
VAT hike, and fiscal drag may dampen consumption.
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Platinum (9.5%), palladium (8.5%) and rhodium (25.1%) all rallied, helping to underpin PGM share
prices. By ranking, however, gold counters trumped their PGM counterparts, with Harmony Gold
(76.9%), DRD Gold (74.0%) and Gold Fields (67.3%) taking the laurels. PGMs followed closely, with
Impala Platinum (43.5%) and Northam Platinum (34.6%) the best of the PGM counters.
Telecommunications (27.6%) stocks also surged, led by MTN (34.0%), Blue Label Telecoms (29.8%)
and Vodacom (23.8%), while technology stocks (9.2%) benefitted from gains in Bytes Technology
Group (17.3%), Prosus (12.4%) and Datatec (11.3%).

Still, earnings growth projections remain strong - top-down at 20% and bottom-up at 19.5%. Fund
managers echo this optimism, with most overweight equities and favouring domestic sectors like banks,
apparel retailers, and software, while avoiding real estate, chemicals, and platinum. The high foreign
currency exposure of JSE-listed companies further buffers the equity market from local economic
pressures. Although the 90-day pause on tariffs may offer space for negotiation, South Africa’s
geopolitical stance could delay a new deal, forcing a pivot to alternative export markets and prolonging
export recovery.

Local Bonds

South African bonds outperformed their global counterparts in the first quarter, despite political and
fiscal uncertainty stemming from the Government of National Unity (GNU)’s failure to approve the
2025/26 Budget and tensions around the proposed VAT hike. While fiscal concerns and governance
risks pushed the All Bond Index yield higher—from 10.44% to 10.77%—this limited returns to 0.7% in
rands (3.3% in US dollars), and inflation-linked bonds were flat as real yields edged up. A narrow
parliamentary vote backed the fiscal framework, but disagreements, particularly with the DA, and the
ANC'’s reversal on the VAT increase have cast doubt on GNU stability. Meanwhile, gross loan debt and
debt servicing costs are projected to remain elevated, though government’s bond-switch programme
has lowered the immediate funding requirement.

Local Listed Property

The rise in bond yields weighed on the bond sensitive domestic listed property sector, with the SAPY
Index declining by 3.5% in rands (-1.0% in US dollars). Even though dividends per share increased by
1.8% quarter/quarter, the sector derated relative to bonds with the property-to-bond yield ratio
increasing to 0.55X from 0.54X, still well below the 0.83X mean. The outlook for the sector has
improved, however. Low vacancy rates in industrial space and larger inventory requirements due to
port congestion and e-commerce demand, coupled with higher building costs, has resulted in higher
market rental growth. In the retail and office space sectors, declining vacancy rates, rising rental
reversions, the return-to-office trend and declining gross rent to sales ratios are also supporting the
sector. Although the FRAS are pricing in two rate cuts this year from only one cut previously,
consumption expenditure is at risk from sharply lower consumer confidence, the proposed 0.5% VAT
hike and no adjustment for fiscal drag in tax tables. However, since the sector is still expensive relative
to bonds, with the geared bond effect probably having run its course over the near term given tariff
uncertainty and heightened geopolitical risks. The best-performing stocks for the quarter included
Assura Plc (32.8%), Supermarket Income Reit (22.0%) and Sirius Real Estate (9.8%), while the
laggards included MAS Real Estate (-22.5%), Hammerson Plc (-12.3%) and Burstone Group Ltd (-
12.1%).
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Market performance summary (in ZAR)
to 31 March 2025

3 months |6 months 3years | 5years | 10years | 15 years
Equities (All Share Index) 5.9% 3.7% 22.9% 9.4% 19.1% 9.0% 11.3%
Equities (CAPI) 5.8% 3.6% 22.9% 9.1% 19.8% 9.0% 11.4%
Property -3.5% -4.3% 19.8% 11.7% 19.0% 1.4% 7.9%
(_é; Nominal Bonds 0.7% 1.1% 20.2% 9.8% 11.7% 8.4% 8.8%
Inflation Linked Bonds 0.6% 1.4% 8.9% 6.5% 9.3% 5.3% 7.1%
Cash 1.9% 3.9% 8.3% 7.5% 6.2% 6.7% 6.4%
linflation 1.3% 1.3% 3.2% 5.2% 4.8% 5.0% 5.0%
Equities (MSCI ACWI) -3.8% 4.3% 4.1% 15.4% 15.9% 13.5% 15.8%
_ Equities (MSCI EM) 0.3% 1.1% 3.0% 8.0% 7.7% 7.7% 9.7%
_§ Equities (MSCI World) -4.3% 4.6% 4.0% 16.2% 16.8% 14.1% 16.6%
5
E, Bonds 2.8% 6.1% 9.7% 9.6% 9.4% 10.7% 14.7%
[
B Property 0.0% 4.0% 0.1% 6.2% -0.8% 4.9% 7.6%
Rand vs US Dollar -0.5% -1.2% 2.1% 3.5% 6.9% 6.5% 11.9%
% Financials -2.5% 6.7% -2.9% 8.0% 0.6% 4.2% 6.3%
i Resources -2.0% -3.1% 28.3% 9.9% 21.7% 5.8% 10.8%
E’ Industrials 27.9% 16.4% 18.8% -2.0% 19.1% 10.3% 6.1%
Small Cap 3.1% 3.3% 21.4% 16.4% 16.2% 8.1% 13.6%
% Medium Cap 5.9% 3.7% 22.9% 9.4% 19.1% 9.0% 11.3%
Large Cap 5.8% 3.6% 22.9% 9.1% 19.8% 9.0% 11.4%
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Contact Us

Sanlam Corporate Investments specialises in the provision of risk, investment and administration
services to institutions and retirement funds. Focused on meeting the unigue needs of its diverse
clients, Sanlam Corporate Investments assists companies to create and deliver customised employee
benefits solutions, including the collection of premiums and communication to fund members.

For more information, please visit: http://www.sanlaminvestments.com

For any queries:

Marie du Plessis
Sanlam Corporate Investments
+27 (21) 950 7548
Marie.duPlessis@sanlam.co.za

Matimu Ngobeni
Sanlam Corporate Investments
+21 (21) 950 2085
Matimu.Ngobeni@sanlam.co.za

Sanlam Corporate (SC) is an operating division of Sanlam Life Insurance Ltd, which specialises in the provision of risk,
investment and fund administration services to institutions and retirement funds. Sanlam Corporate Investments is a sub-
division of SC which develops and provides structured investment and retirement solutions, annuity and guaranteed
products for the institutional and retirement fund industry.

Sanlam Life Insurance Ltd is an authorised financial services provider.

Registration Number 1998/021121/06
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Disclaimer

Disclaimer
Sanlam Life Insurance Ltd is an authorised financial services provider.

This report is for the use of Sanlam and its clients only and may not be published externally without
permission first obtained from Sanlam. While all reasonable attempts are made to ensure the accuracy of
the information, neither Sanlam nor any of its subsidiaries makes any express or implied warranty as to
the accuracy of the information. Past performance is not necessarily a guide to future returns. Investment
returns can be positive or negative. The material is meant to provide general information only and not
intended to constitute accounting, tax, investment, legal or other professional advice or services. This
information should not be acted on without first obtaining appropriate professional advice. The use of this
document and the information it contains is at your own risk and neither Sanlam nor any of its subsidiaries
shall be responsible or liable for any loss, damage (direct or indirect) or expense of any nature
whatsoever and howsoever arising.

© Sanlam

Live with confidence

2 Strand Road, Bellville, 7530, South Africa
PO Box 1, Sanlamhof, 7532, South Africa
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