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2025: A year of global transformation marks a significant shift in US
policy
January 11, 2025.

Dear Investor,

| trust that the Christmas and New Year celebrations have left you refreshed and ready to embrace
the opportunities and challenges that 2025 will bring.

As we close the books on 2024, I’'m pleased to report that despite some volatility in the last four
months of the year, the overall portfolio performance has been strong. Whether you are in a low-
risk portfolio or positioned more aggressively in medium- to high-risk strategies, our approach has
been focused on navigating these fluctuations while seeking out, growth opportunities.

Looking ahead, 2025 promises to be an exciting year, but one that may also bring its share of
challenges. While returns may not match the successes of the past few years, we remain committed
to proactive portfolio management. Adjustments will be made as needed to mitigate potential risks
and maintain exposure to promising opportunities in the markets. The goal, as always, is to protect
your investments while striving to keep gains as positive as possible.
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Thank you for your trust and partnership. Together, we will navigate the months ahead with the
same vigilance and adaptability that have served us well in the past.

Now a note from platform provider Nedbank by Rebecca Cretney, investment analyst, which | think
summerises the near to medium global financial future.

2025 A year of Global Transformation

As the curtain falls on 2024, we welcome a new year brimming with possibilities and challenges.
2025 is poised to be a year of transformation and continued innovation, with dramatic shifts in
global politics, economic strategies, and market trends. The stage is set for an eventful journey, and
market participants are watching with bated breath to see how these changes will unfold.

Political landscape

The election of Donald Trump marks a significant shift in US policy, driven by his ‘America First’
principles. This approach has two main components: non-interventionism and trade protectionism.

Non-interventionism during a time of conflict

The United States has often taken on a role of global leadership, intervening in international
conflicts and promoting ‘democratic values’. But America’s role as world policeman is set to change
under Trump, creating a vacuum which requires attention. Trump’s push for a ceasefire between
Putin and Zelensky, while commendable, is unlikely to resolve the deeper conflict, leaving the
situation volatile. The Israel-lIran War remains complex, with Trump’s support for Israel raising the
risk of escalation. Additionally, the situation in Syria continues to be unstable. All of this has an
inflationary effect, ultimately leading to higher commodity prices, with gold a good insurance policy
against political risk.

Protectionism and the effect of tariffs

As we take steps back from a highly globalised economy, it is worth pausing to consider some of the
more notable ripple effects. Trump’s protectionist policies are set to drive substantial changes in US
foreign and domestic policies. He has pledged to impose significant tariffs on imports from Canada,

Mexico, and China (25%, with an additional 10% for China). This has already led to change, which is

set to continue into 2025.

For instance, we have witnessed a surge in front-loading shipments to avoid the tariffs and a re-

evaluation of supply chains, with some exporters exploring new markets and production centers
outside of the US.
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Additionally, US protectionism is contagious: there has been a ‘Made in China’ policy, but the EU is
now also considering a “Europe First” strategy to protect its strategic business interests. To this end,
Stéphane Séjourné, the EU’s new industry chief, advocates the bloc safeguards its strategic business
interests, expressing concerns about Europe becoming collateral damage in a global trade war. It is
interesting to note that the EU plans to focus on key sectors such as steel, car manufacturing,
aerospace, and clean technologies to boost competitiveness and support the green transition.

Some Emerging Markets will be damaged by this protectionism, while others stand to significantly
benefit, so it will be vital to show good judgement on asset allocation as a result.

Economic outlook

The level of change proposed by the world’s foremost economy always creates opportunity. Shake
things up enough and new possibilities become apparent.

We expect economic growth to remain resilient to these changes, although we would balance this
by highlighting that the risk of policy error is rising and so could volatility, especially as valuations
become more stretched.

Earnings growth is projected to remain robust, broadening out from the largest companies in the US
to more cyclical sectors (those that traditionally perform well in strong economic conditions), or
smaller companies, to which we have exposure.

Inflation has peaked but may take some time to reach central bank targets, although some of
Trump’s policies on trade and migration will almost certainly have an inflationary impact. The OECD
also advises central banks to be cautious with interest rate cuts due to persistent inflation in
services and predicts global growth of 3.3% in 2025 and 2026, with rising protectionism and
geopolitical conflicts as potential risks.

Finally, it would be remiss of us not to highlight another big change, which comes from China. The
country announced a ‘moderately loose’ monetary policy and ‘more proactive’ fiscal policy for 2025,
marking a shift from 14 years of a ‘prudent’ strategy.

This policy is likely to improve activity levels, with continued government stimulus expected over

the next 12 months. Markets reacted positively to this, and it certainly provides momentum in the
region.
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Market dynamics

Investors will need to be patient and diversified given the elevated uncertainty and volatility levels.
Equities are expected to marginally outperform fixed income, which continues to offer attractive
income levels and is therefore a key asset class to hold. A balanced approach is therefore
recommended.

It will also be important to be selective within Emerging Markets, with some countries set to gain
from a Trump presidency and others set to lose. And real assets such as gold, property or
infrastructure are expected to provide positive returns and an attractive income stream, benefiting
from inflation-linked cash flows and declining discount rates.

Conclusion

As we look ahead to 2025, it’s clear that the year will bring a mix of opportunities and challenges.
The political landscape will be shaped by significant shifts in US policy, while the economic outlook
remains cautiously optimistic. Investors will need to navigate a complex market environment and

increased conflicts which could tip market sentiment, creating both risks and opportunities.

If you have any questions or would like to discuss any aspect of your investment, please don’t
hesitate to make contact with me in the usual way.

Looking forward to an interesting 2025

Chris Simmons
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