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The fast view

— Over the long run, holding cash exposes investors to
inflation and eroded purchasing power. In the near term,
they may also miss out on securing compelling yields should
central banks cut interest rates amid slowing growth.

Adam Furlan — Regional and asset-class diversification remains crucial
Portfolio Manager for preserving capital and locating attractive yield in
uncertain times.

— Conservative income-seeking investors with an investment
horizon of at least 12 months should consider a high-
quality mix of bonds through strategies such as the
Ninety One Global Diversified Income Fund.

— This global fixed income portfolio targets a return of 1.5%
above US dollar cash (gross of fees) over a rolling
12-month period, and no negative returns - also over

Jason Borbora-Sheen rolling 12 months.
Portfolio Manager

— By investing across global government debt, credit and
currency markets, we seek to maximise income and
mitigate risk.

This is the copyright of Ninety One and its contents may not be re-used without Ninety One’s prior permission.
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Staying ahead of global rate cuts: capturing yield in uncertain times

Global markets have been turbulent this year amid escalating tariff
tensions and concerns around inflation and growth. Risk assets,
particularly equities, have experienced sharp declines as investors grapple
with policy uncertainty. Even traditionally stable developed bond markets
- which have historically offered shelter during volatile periods - have
exhibited unexpected price swings. We've seen an aggressive sell-off in
longer-dated bonds, reflecting deeper structural shifts and changing fiscal
dynamics in developed economies.

We've seen an aggressive
sell-off in longer-dated bonds.

April vividly illustrated this unusual market behaviour as traditional
correlations expected during risk-off episodes broke down. Equities
fell sharply, yet the US dollar weakened against the euro, and the
10-year US Treasury yield rose, clearly diverging from typical risk-off
dynamics.

This complex backdrop presents distinct challenges for fixed
income investors, with sentiment globally having taken a knock.
Conservative investors — especially those holding substantial
positions in dollar cash - may instinctively favour caution, choosing
to remain on the sidelines until clearer signals emerge. However, this
perceived safety could mask hidden risks.
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Tariff measures introduced by US President Trump have injected
inflationary pressures into global markets. Although some of these tariffs -
including key ones involving China - have recently been reduced as trade
negotiations resume, several remain in effect. These tariffs are effectively
inflationary - raising prices of imported goods - but crucially, their indirect
impacts dampen economic growth.

We expect short-term inflationary effects to give way to substantial
growth challenges. However, the outlook for the US could be different
than many other countries impacted by tariffs. Our current assessment
suggests the US faces stagflation risks — higher inflation followed by
slower growth. Conversely, other countries and regions, including Europe,
the UK and New Zealand, might experience deflationary pressures due to
currency strength and exposure to reduced global trade.

Market dynamics are shifting as global economies enter late-cycle
territory and policymakers grapple with how best to respond to tariffs.
With countries and regions diverging in interest rate responses and
economic outlooks, diversification across markets is more important
than ever.

Figure 1: Market expectations of the federal funds rate by the end of 2025

52.8%

34.4%
31.9%

4% 22.8%
224 20.4%

10.1%
5.2%

<3.00 3.00-4.25 425-4.75 >4.75

M 30-Jan-25 7-May-25

Source: Bloomberg and Ninety One.

Market expectations have moved significantly more dovish. The probability of rates
being cut further in 2025 in the US (implied by the options markets) has increased
from 50% to 80%.
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Markets are pricing in more interest rate cuts, leaving cash investors
exposed to both eroding purchasing power and the likelihood of much
lower yields when reinvesting. Locking in current attractive yields through
diversified fixed income instruments mitigates these risks, helping to
secure a stable income stream.

While the US path of interest rate cuts will likely be shallow due to
persistent inflationary pressures, we anticipate more aggressive interest
rate cuts in markets like the UK, Canada and New Zealand. These

three countries currently have relatively restrictive monetary policies,
positioning them for deeper rate reductions than markets currently
anticipate. Our proactive stance in these regions aims to lock in yields
at attractive levels, which could also provide potential capital gains as
interest rates decline.

We anticipate more aggressive interest rate cuts
in markets like the UK, Canada and New Zealand.

For instance, we have reduced the Ninety One Global Diversified
Income Fund’s exposure to longer-duration US and European
bonds, redirecting capital to shorter-duration and higher-yielding
positions in Canada, New Zealand and the UK. Such targeted moves
illustrate our responsiveness to shifting market conditions and our
commitment to safeguarding investor capital while enhancing yield.

Our cautious stance extends to credit markets, where we maintain
a strong preference for shorter-duration high-quality, investment-
grade corporate bonds. This selective approach has minimised

the portfolio’s exposure to recent volatility in credit spreads.

We distinguish between temporary market dislocations and deeper
systemic issues through rigorous analysis, choosing assets resilient
to economic stress. Additionally, structured credit products

like mortgage-backed securities (MBSs) and collateralised loan
obligations (CLOs) further diversify and enhance the portfolio’s
yield, offering stability beyond traditional corporate paper.


https://ninetyone.com/en/south-africa/funds-strategies/funds/global-diversified-income-i-acc-usd-gg00bq82wr03
https://ninetyone.com/en/south-africa/funds-strategies/funds/global-diversified-income-i-acc-usd-gg00bq82wr03

Staying ahead of global rate cuts: capturing yield in uncertain times

1.

Currency strategy is another important component of our approach.
While predominantly holding US dollars, we dynamically manage
currency exposure - for example, recently taking positions in the yen
to mitigate volatility and strengthen capital protection. This flexibility
enables us to swiftly adjust to changing market conditions, ensuring
resilience during turbulent periods.

Offering a yield of around 4.9%,! the Ninety One Global Diversified
Income Fund embodies our balanced investment philosophy. We focus
on robust capital preservation and yield enhancement through prudent
duration management, targeted credit exposure and tactical geographic
diversification.

Ultimately, our fund aims to provide conservative investors with an
attractive alternative to holding dollar cash, carefully balancing risk
and return. Amid ongoing market uncertainty, prudent diversification,
flexibility and active management remain crucial in today’s challenging
global fixed income landscape.

Source: Ninety One, as at 30 April 2025.
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Important information

Allinformation provided is product related and is not intended to address the circumstances of any particular individual or entity.

We are not acting and do not purport to act in any way as an advisor or in a fiduciary capacity. No one should act upon such information
without appropriate professional advice after a thorough examination of a particular situation. This is not a recommendation to buy,

sell or hold any particular security. Where the fund invests in foreign securities, it may be exposed to specific material risks, such as
potential constraints on liquidity and the repatriation of funds, macroeconomic risks, political, foreign exchange, tax and settlement
risks; and potential limitations on the availability of market information. Collective investment scheme funds are generally medium to
long term investments and the manager, Ninety One Fund Managers SA (RF) (Pty) Ltd, gives no guarantee with respect to the capital

or the return of the fund. Past performance is not necessarily a guide to future performance. The value of participatory interests (units)
may go down as well as up. Funds are traded at ruling prices and can engage in borrowing and scrip lending. The fund may borrow up

to 10% of its market value to bridge insufficient liquidity. A schedule of charges, fees and advisor fees is available on request from the
manager which is registered under the Collective Investment Schemes Control Act. Additional advisor fees may be paid and if so, are
subject to the relevant FAIS disclosure requirements. Performance shown is that of the fund and individual investor performance may
differ as a result of initial fees, actual investment date, date of any subsequent reinvestment and any dividend withholding tax. There are
different fee classes of units on the fund and the information presented is for the most expensive class. This fund may be closed to new
investors in order to be managed in accordance with the mandate. Fluctuations or movements in exchange rates may cause the value
of underlying international investments to go up or down. Where the fund invests in the units of foreign collective investment schemes,
these may levy additional charges which are included in the relevant Total Expense Ratio (TER). A higher TER does not necessarily imply
a poor return, nor does a low TER imply a good return. The ratio does not include transaction costs. The current TER cannot be regarded
as an indication of the future TERs. Additional information on the funds may be obtained, free of charge, at www.ninetyone.com. The
Manager, PO Box 1655, Cape Town, 8000, Tel: 0860 500 100. The scheme trustee is FirstRand Bank Limited, RMB, 3 Merchant Place,
Ground Floor, Cnr. Fredman and Gwen Streets, Sandton, 2196, tel. (011) 3016335. A feeder fund is a fund that, apart from assets in liquid
form, consists solely of units in a single fund of a collective investment scheme which levies its own charges which could then resultin a
higher fee structure for the feeder fund. The Ninety One Global Diversified Income Fund is a sub-fund in the Ninety One Premier Funds
PCC Ltd scheme managed by Ninety One Guernsey Limited and is approved under section 65 of the Collective Investment Schemes
Control Act. Ninety One Premier PCC Ltd is authorised by the Guernsey Financial Services Commission. Ninety One SA (Pty) Ltd is a
member of the Association for Savings and Investment SA (ASISA).

This communication is the copyright of Ninety One and its contents may not be re-used without Ninety One’s prior permission.
Ninety One Investment Platform (Pty) Ltd, Ninety One SA (Pty) Ltd and Ninety One Guernsey Ltd are authorised financial services
providers.

Contactinformation

36 Hans Strijdom Avenue
Foreshore, Cape Town
8001

Telephone: +27 (0)219011000
Client service support: 0860 500 100
Email: clientservice@ninetyone.com

Please contact our Advisor Service Centre on telephone: 0860 444 487.

Alternatively, please contact your Ninety One investment consultant.

www.ninetyone.com
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