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Fund review

The First Global 1 BCl Enhanced Yield Fund, managed by Stanlib Asset Management, had a net asset value of R137m
as of 30 September 2022 with a modified duration of 137 days. The fund is invested in a combination of floating rate
and fixed rate instruments. The bulk of the fund was invested in floating rate instruments to keep pace with the
continuous expected rate hikes over the next 12 months.

Market update

The South African Reserve Bank (SARB)'s Monetary Policy Committee (MPC) raised the repo rate by 75 bps at the
July and September meetings, taking the repo rate to 6.25%. At both meetings the decision was not unanimous,
with two members of the MPC preferring an increase of 100 bps, and three members voting for 75bps at the
September meeting. The prime interest rate has now been hiked by 250 bps since the start of this year.

The FRA curve started to flatten out after the September hike, now seeing lyear rates peaking at around 8.25% with
the short end of the curve lifting aggressively as interest rate hikes are perceived to be front loaded.

South African GDP declined by -0.7% g/q in the second quarter. This decline in economic activity was broad-based
(including mining, manufacturing, retail, construction, and agriculture) and largely anticipated. Headline consumer
inflation eased to 7.6% in August, after it rose by a substantial 1.5% m/m in July. High inflation is cause by food, fuel,
electricity and water, although there is further evidence to suggest that price pressures are broadening.

Looking ahead

As the SARB remains highly data dependent, so must the outlook for the next MPC meeting. Depending on how
the international developments and the data play out in the months to come, the SARB can hike by another 50 to
75 bps at the November MPC meeting. The long end of the FRA curve remains very flat, suggesting that investors
are still pricing in a flattening in the rates outlook just above 8%. This remains the upper end of potential rates
and suggests that investors are pricing in the risk of a rand crisis, which would force the SARB to tighten

more aggressively.



CONTACT US

& info@firstglobal.co.za
¢ +2721914 8700
C +2721914 8701

4th Floor, Block 1,

Waterfront Terraces,

Carl Cronje Drive,

Tyger Waterfront, 7530
P.O.Box 2529, Durbanville, 7551

DISCLAIMER

Collective Investment Schemes (CIS) in Securities are generally medium to long-term investments. An investment
in the participation of a collective investment scheme in securities is not the same as a deposit with a banking
institution. The value of participatory interests may go down as well as up and past performance is not necessarily
a guide to the future. CIS are traded at ruling prices and can engage in borrowing and scrip lending.”). Commission
and incentives may be paid and if so, would be included in the overall costs. Forward pricing is used. Fluctuations or
movements in exchange rates may cause the value of underlying international investments to go up or down.
The information and content of this document are intended to be for information purposes only and First Global
does not guarantee the suitability or potential value of any information contained herein. First Global does not
expressly or by implication propose that the products or services offered in this document are appropriate to the
particular investment objectives or needs of any existing or prospective client. Potential investors are advised to
seek independent advice from an authorised financial adviser in this regard. First Global is an authorised Financial
Services Provider in terms of the Financial Advisory and Intermediary Services Act 37 of 2002 (Licence No. 48848; Cat Il)



