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Market overview
Oil prices retreat while Al investment faces
growing scrutiny

June remained heavily influenced by
developments in the Middle East, although the
market narrative shifted materially from the
inflationary energy shock that characterised
May towards pricing its partial reversal. Progress
towards a US-lran agreement and the gradual
restoration of cargo flows drove oil sharply lower,
hurting Sasol (-23%). This reduced the immediate
threat to global inflation and supply chains and
supported emerging market assets. Reduced
safe-haven demand, coupled with a more hawkish
than expected US Federal Reserve, led to gold
trading below $4 000 an ounce during June. The
lower gold price hurt the miners, with Gold Fields
and AngloGold both down 9% and Harmony down
11%. The lower gold price also weighed on the PGM
basket, with the producers down over 20% over
the period.

Global equity markets remained highly dependent
on the Al investment cycle, but June exposed
growing fragility beneath the headline theme.
Strong memory demand and positive guidance
from semiconductor companies reinforced the
view that data centre investment remained
robust. At the same time, relatively minor
changes in production plans and capital spending

expectations triggered unusually large share price
moves. The proliferation of leveraged thematic
products further amplified volatility. Lower-
cost Chinese models and increasing enterprise
focus on controlling Al usage costs also raised
questions around pricing power and the eventual
monetisation of the substantial capital being
deployed. Naspers (-2%) continues to lag as the Al
trade sees Tencent being used as a funder.

The South African market's self-help story
continues to unfold

Domestically, the inflation outcome was less
severe than feared. Headline CPI rose to 4.5% in
May, largely because of fuel, while food inflation
moderated sharply and helped offset the energy
shock. The subsequent fall in international oil
prices strengthened the case for the South African
Reserve Bank to remain on hold and created scope
for meaningful fuel price relief, which should
support household disposable income and reduce
distribution costs.

Company-specific news reinforced the high level of
dispersioninthe local market. Standard Bank'’s (+6%)
trading update showed resilience, while Absa (-1%)
fell after a trading update flagged margin pressure
in its African operations. Mr Price (+20%) rallied on
a strong annual result against soft expectations.
Shoprite (+4%) continued to underline its scale
advantage through an accelerated store rollout.

“Lower-cost Chinese models and increasing enterprise focus on controlling Al usage costs [..] raised
questions around pricing power and the eventual monetisation of the substantial capital being
deployed.”

In conclusion, while global risks remain elevated,
the South African market's self-help story continues
to unfold. In the near term, however, the durability
of the Middle East agreement and the speed
at which lower oil prices feed into inflation and
household spending will remain important. Global
markets must also balance the positive earnings
contribution from Al infrastructure against rising
financing needs, concentrated positioning and
uncertainty around the returns ultimately earned by
those funding the investment cycle. Locally, lower
fuel costs, improving logistics and a more stable
sovereign backdrop offer some support, but weak
economic growth and uneven corporate execution
remain constraints.

Portfolio positioning
The fund remains selectively positioned, focusing
on stocks with strong earnings potential and

underappreciated growth stories, and is ready to
capitalise on market dislocations.
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Disclaimer

Sanlam Collective Investments (RF) (Pty) Ltd (“SCI") is a registered and approved
Manager in terms of the Collective Investment Schemes Control Act. Collective
investment schemes are generally medium- to long-term investments. Past
performance is not necessarily a guide to future performance, and the value of
investments/units /unit trusts may go down as well as up. A schedule of fees and
charges and maximum commissions is available from the Manager on request.
Collective investments are traded at ruling prices and can engage in borrowing
and scrip lending. The Manager does not provide any guarantee with respect to
either the capital or the return of a portfolio. The manager has the right to close
the portfolio to new investors in order to manage it more efficiently in accordance
with its mandate. Income funds derive their income primarily from interest-
bearing instruments. The yield is current and is calculated on a daily basis. If the
fund holds assets in foreign countries it could be exposed to the following risks
regarding potential constraints on liquidity and the repatriation of funds: macro-
economic, political, foreign exchange. The Manager retains full legal responsibility
for the cobrand portfolios. Collective investments are calculated on a net asset
value basis, which is the total market value of all assets in the portfolio including any
income accruals and less any deductible expenses such as audit fees, brokerage
and service fees. Forward pricing is used. Performance is based on NAV to NAV
calculations with income reinvestments done on the ex-div date. Performance is
calculated for the portfolio and the individual investor performance may differ as
a result of initial fees, actual investment date, date of reinvestment and dividend
withholding tax. Amplify SCI* SA Flexible Equity Fund maximum fund charges
include: Manager initial fee (max.): 0.00%; Manager annual fee (excl. VAT): 0.95%;
Total Expense Ratio (TER): 112%. The Manager retains full legal responsibility of the
third-party portfolio. The registered name of the fund is Amplify Sanlam Collective
Investments SA Flexible Equity Fund.

*Sanlam Collective Investments
Fairtree is a licenced financial services provider
(FSP no: 25917)
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