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2025: a roller-coaster year

As the year draws to a close, we take the opportunity to reflect on the year and evaluate some of the calls
we made. Overall, this year has been hugely volatile — yet markets have mostly rallied to record highs. In
fact, our market has been one of the top performers this year. However, the local market's performance
has been much more bifurcated than we expected. On the other hand, we were right to predict a continued
recovery in listed property. Perhaps most contrary to our initial expectations, however, was the weaker
dollar — catalysed by intense US policy unpredictability and Fed tensions.

Another year is fast slipping into
memory. It’s hard to believe that
we’re nearly a quarter of the way
through the century. For those
who share my sense that the Covid
lockdown was not too long ago,
we have already lived more than
half a decade since then — a rather
frightening thought.

Reflecting upon 2025, 1 have spent

some time reading through our
Intuition writings published this year. Each year we take the
time to look back on the year that’s been, which we consider
a highly valuable exercise to undertake. Reflection allows us
to assess the validity of our decisions — and question whether
the reasoning behind those calls deserves applause or further
critique — a process that we believe helps refine our skills
over time.

From a global perspective, the election of Trump towards
the end of last year affirmed our view that 2025 would be a
volatile year — and that it was. Yet few could have foreseen
the level of turbulence experienced in markets this year.

We predicted that US markets would likely outperform,
supported by Trump’s pro-business stance, but that hasn’t
materialised. Despite delivering stronger profit growth than
other markets - largely driven by Al - the US has been a
relative laggard this year, held back by subdued sentiment.
Much of this stemmed from the unpredictability of US policy
and Trump’s rash hostility towards the Fed, which largely
caught us off guard. This inconsistent messaging and overt
political criticism of the Fed led investors to question the
reliability of the US Dollar as a reserve currency, causing
it to weaken significantly, which contradicted our initial
expectations.

SPEED READ
Global turbulence generally exceeded our
expectations, driven by US policy unpredictability and
Fed tensions, which led to a weaker dollar.
Tariffs created less near-term inflation than expected,
though elevated inflation expectations persist, and
fewer US rate cuts generally confirmed a higher-for-
longer environment.
Volatility reinforced our emphasis on quality-
focused portfolios. Global markets ultimately rallied
despite sharp drawdowns around Liberation Day —
highlighting the lesson that market volatility creates
valuable opportunities.
SA assets surprised positively, benefiting from policy
progress and structural improvements, though
growth was softer and market performance more
concentrated than we had expected.

We expected Trump’s tariff agenda to lead to inflationary
pressures passed onto consumers, which, in turn, would imply
higher rates in the US than otherwise expected. As it turned
out, the initial tariff announcements on April 2nd (dubbed
“Liberation Day’’) were more drastic than many anticipated,
causing global markets to drop significantly. However, the
trade war eventually unfolded more gradually than generally
expected. Indeed, US rate cuts have been fewer than what
consensus had projected. However, the inflationary impulse
from tariffs has not yet flowed through meaningfully to
consumer prices. Notwithstanding this, inflation expectations
remain elevated relative to historical norms, suggesting that
the effects may still lie ahead.

In many respects — and in all honesty — the uncertainty
experienced during the year left us with more questions than
answers. Hence, we believed that our portfolio construction
should focus on quality — companies that could survive the
tough times but also thrive should conditions improve.
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The US market has largely lagged other markets this year,
restrained by subdued investor sentiment. However, valuations
of US equities remain elevated relative to history.

Despite extreme volatility, particularly around Liberation Day,
global markets have mostly rallied to record highs. Therein
lies the lesson: markets can be extremely unpredictable, but
volatility creates valuable opportunities, and riding through
the waves often leads to strong returns in the end.

Turning to our views on local markets, we entered the year
feeling increasingly optimistic about the local outlook.
Following the formation of the GNU, the recovery story
remained intact, driven by a set of factors unique to SA —
policy reform, the absence of load shedding, a cyclical
recovery, and higher growth as the country would rebuild
after a lost decade. These sentiments largely played out.
However, growth in the economy was not as strong as we
had initially expected. Despite this, many positives emerged,
including SA’s removal from the grey list, an upgrade to our
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The local market’s performance this year has been concentrated
in a few sectors.
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The US dollar has weakened significantly against other
currencies this year.

sovereign credit rating, and a surprisingly optimistic mid-
term budget announcement, which included confirmation of
a lower inflation target.

While we expected strong domestic returns this year, the
JSE’s underlying performance contradicted our prediction
that returns would largely be driven by a broad-based
profit catch-up in SA-centric sectors. Instead, the rally was
narrowly driven by the mining sector — thanks to surging
gold and PGM prices — and large stocks like Naspers. While
the retail sector lagged the JSE, specific retailers tied to our
“supported consumer” theme performed well, reinforced by
lower inflation and rate cuts. On the other hand, we were right
to foresee a continued recovery in listed property, which saw
improving operating metrics and strong distribution growth.

We have recently articulated our view for 2026 in our recent
Insight seminars. I would encourage you to read last week’s
intuition article or listen to the recording of our Insight
presentation if you missed it.

Next year promises to be an exciting year for local markets,
as the structural shift towards a lower inflation target feeds
into higher valuations. Hence, we see significant rerating
potential across SA assets. Globally, markets are expected to
remain volatile. Valuations look stretched in the US, making
us cautious — and informing our decision to remain positioned
in quality companies, while exploiting the cyclical themes
that we deem appropriate for portfolios.

This issue rounds off our writing for 2025. We would like to
wish you a Merry Christmas and a happy holiday time with
your loved ones.
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Topic: TBC

Natal Midlands

Date: Thurs, 12 March 2026

Venue: Christ Church Howick, 23 Mare
Next year’s first Insight seminars will be announced in Street, Howick
January. Morning Time: 10am for 10.30am

Evening Time: 5.30pm for 6pm
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The information contained in this newsletter comes from sources believed to be reliable, but Harvard House Investment Management (Pty)
Ltd, Harvard House Financial Services Trust, Harvard House Insurance Brokers and Harvard House, Chartered Accountants (collectively known
as the Harvard House Group), do not warrant its completeness or accuracy. Opinions, estimates and assumptions constitute our judgment as
of the date hereof and are subject to change without notice. Past performance is not indicative of future results. This material is not intended
as an offer or solicitation for the purchase or sale of any financial instrument. Any investor who wishes to invest with the Company should
seek additional advice from an authorized representative of the firm. The Company accepts no liability whatsoever for any loss or damages
whatsoever and howsoever incurred, or suffered, resulting, or arising, from the use of this newsletter. The contents of this newsletter does not
constitute advice as contemplated in the Financial Advisory and Intermediary Services Act (FAIS) of 2002.

The Harvard House unit trusts are registered under the Boutique Collective Investments. Custodian: Standard Executors & Trustees: Tel (021)
007-1500. Collective Investments are generally medium to long term investments. The value of participating interests may go down as well as
up and past performance is not necessarily a guide to the future. Collective Investments are traded at ruling prices and can engage in script
lending. Forward pricing is used. Commission and incentives may be paid and if so, are included in the overall cost. This fund may be closed
to new investors. Collective Investment prices are calculated on a Net Asset Value basis and auditor’s fees, bank charges, trustee and RSC
levies are levied against the portfolio. The portfolio manager may borrow up to 10% of portfolio NAV to bridge insufficient liquidity. Boutique
Collective Investments (RF) Pty Ltd (“BCI”) retains full legal responsibility for the third party named portfolio. Boutique Collective Investments
is a member of ASISA and is an authorised Financial Services Provider. Should you have any further queries or complaints regarding the suite
of units trusts offered by The Harvard House Group please contact: Boutique Collective Investments Call Centre, Tel: (021) 007-1500, Email:
clientservices@bcis.co.za. For your information, the FAIS ombudsman provides an independent and objective advisory service. Should you not
be satisfied with the outcome of a complaint handled by Boutique Collective Investments, please write to, The Ombudsman, PO Box 74571,
Lynnwoodridge, 0040. Telephone (012) 470 9080/99. Fax (012) 348 3447. Email: info@faisombud.co.za

Performance figures quoted for the portfolio is from Morningstar, as at the date of this document for a lump sum investment, using NAV-NAV
with income reinvested and do not take any upfront manager’s charge into account. Income distributions are declared on the ex-dividend date.
Actual investment performance will differ based on the initial fees charge applicable, the actual investment date, the date of reinvestment
and dividend withholding tax. Performance fees do not apply to any funds managed by Harvard House. The manager does not provide any
guarantee either with respect to the capital or return of the portfolio. A schedule of fees, charges, and maximum commissions are available
on request from the manager.

Harvard House Investment Management (Pty) Ltd*, Licence no: 675 Harvard House Insurance Brokers*, License no. 44138

Harvard House Financial Services Trust*, Licence no: 7758 * Authorised financial service providers in terms of FAIS (2002)






