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Global overview
The Fed’s hawkish shift raises concerns

In December,the ongoing strength of the US dollar
(USD) continued to dominate, exerting pressure
on emerging markets (EM) and commodities,
particularly gold, as we headed into 2025. The
US Federal Reserve (Fed)'s stance exacerbated
this robust USD trend, signalling fewer interest
rate cuts in 2025 than initially anticipated.
This hawkish shift has raised concerns about
persistently elevated interest rates, with potential
ramifications for global growth and financial
market valuations. While the US economy has
shown impressive resilience throughout 2024,
leading to what appears to be a soft landing,
questions persist about the long-term effects of
higher interest rates. Corporate and consumer
refinancing at elevated rates will likely create a
delayed impact, with some pain expected in 2025
as these effects ripple through the economy.

Geopolitical risks further compound these
challenges as the fragile situations in Europe and
the Middle East continue to raise concerns about
oil supply chains. A potential revival of tariffs and
protectionism could add to inflationary pressures
and disrupt global supply chains, putting further
strain on the global growth outlook. OPEC+'s
decision to delay the revival of shuttered
production for another three months failed to

lift sentiment,
oil prices.

and a stronger USD pressured

China pledges to prioritise economic stability

In China, the policy response to the economic
slowdown continued to evolve, with the Central
Economic Work Conference (CEWC) emphasising
the need for more proactive fiscal policies and
easing measures. The CEWC has pledged to
prioritise economic stability, focusing on boosting
domestic consumption and improving housing
market conditions. Despite these efforts, the
urgency for aggressive stimulus remains subdued,
with authorities taking a more measured approach.

Local overview

Can domestic reforms translate into more
tangible economic improvements?

Locally, South Africa's economic performance
in the third quarter failed to meet expectations,
largely due to a sharp contraction in agricultural
production. This highlights the fragility of the
domestic recovery, as growth for the year remains
subdued at around 0.4%. While there is optimism
for a stronger 2025, risks remain, and much will
depend on the ability of the economy to transition
from self-help reforms into tangible growth.
The two-pot retirement system and stronger
consumer confidence provided some support for
the retail sector in December, with early signs of

“While there is optimism for a stronger 2025, risks remain, and much will depend on the ability of the
economy to transition from self-help reforms into tangible growth.”

stronger trading and improved sentiment towards
consumer-facing companies. Property stocks also
showed resilience, supported by rate cuts and a
more stable balance sheet outlook.

Market performance

In contrast, resources came under pressure, with
the stronger USD weighing on commodity prices.
The resources sector continues to battle the twin
headwinds of a stronger USD and weaker Chinese
demand. Corporate developments were mixed in
December. Super Group's acceptance of a takeout
offer, with proceeds to be distributed as a special
dividend, was a notable positive. FirstRand'’s legal
challenges related to the UK motor finance case
remain an overhang, though the potential for an
appeal provides some optimism. Absa's results
were better than expected.

Positioning

In conclusion, while global risks remain elevated,
theSouth Africanmarket'sself-helpstorycontinues
to unfold. The fund remains selectively positioned,
focusing on stocks with strong earnings potential
and underappreciated growth stories, and is ready
to capitalise on market dislocations as they arise
in 2025. The key will be how quickly domestic
reforms translate into more tangible economic
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