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The fast view

— The return trade-off is changing — conservative
investors face tougher choices between safety and
growth, with fewer easy wins.

<

™ . .
‘\ — Yield alone is no longer enough - rate cuts and
modest inflation mean real returns from cash and
Duane Cable bond d
Head of SA Quality onds are under pressure.

— Multi-asset low equity funds deserve renewed
attention - they can offer more flexibility, smoother
participation and a hedge against inflation.

— The Ninety One Cautious Managed Fund is built
for this — a risk-aware blend of quality assets that
can manage shifting regimes.

\‘ For conservative investors - especially those preserving

S”meéh Chetty capital in retirement - the goal isn’t to beat benchmarks. It’s to
Portfolio Manager stay invested, stay protected and stay ahead of inflation. Real
returns, low volatility and consistent income matter most.

Yet many portfolios today fall into one of two traps: taking on
too much risk at the wrong time or being too cautious to meet
future spending needs. Both can quietly derail long-term plans.
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When playing it safe becomes risky

When yield doesn’t cut it

For much of the past decade, South African conservative investors
enjoyed the benefits of high real yields. Whether through cash,
money market, or flexible income funds, investors could generate
attractive returns without leaning too far into risk. It was a golden
period for fixed income - steady, sufficient, and largely unchallenged.

Figure 1: Real cash and bond rates
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Source: Ninety One and Bloomberg, November 1999 to 31 August 2025.

But that favourable dynamic is fading. As policy rates trend lower
coupled with modest official inflation, the real yield advantage that once
made fixed income compelling, is steadily eroding. Put simply, we believe
nominal bond and cash yields are likely to come down. In the short

term, investors may still benefit from capital gains as yields decline. But
over the medium term, we expect local bonds to deliver more modest
outcomes - likely in the mid- to high-single digits. That’s still reasonable
but meaningfully lower than the levels seen in recent years.

Many portfolios still reflect the world as it was - high real yields and a
bond cushion that did much of the work. But that world is changing.
And investor allocations that don’t evolve with it risk falling behind.

Anchoring to what worked in the past can be dangerous. When
the regime changes, the opportunity set shifts — often subtly, but
meaningfully. And by the time it’s obvious, the window may be closing.

This leaves conservative investors at a crossroads: either settle for
structurally lower returns, or rethink how portfolios are built - with
a more balanced, forward-looking design. The key is to structure
portfolios that are fit for purpose, not just familiar.
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The elephant in the room

Official inflation may appear modest, but it doesn’t reflect the true cost
pressures faced by many investors, particularly those in or nearing retirement.
Medical inflation, education fees and food costs often rise significantly faster
than official inflation. These real-world expenses don't pause when portfolios
underdeliver. Inflation is personal.

Preserving capital in name is not enough. It must be preserved in purchasing
power - and that means building in the ability to beat your inflation, not just the
published figure.

As yield levels fall, conservative portfolios that rely solely on fixed income will
find it harder to keep pace with these rising costs. The need for measured
participation in growth assets becomes essential.

The illusion of safety

The cautious label is often associated with a reluctance to invest

in equities. But there’s a difference between avoiding volatility and
managing risk. The former may feel safe in the moment but can result in
sustained underperformance when conditions change.

Portfolios that rely too heavily on fixed income today face three
unappealing paths: stretch for credit risk, extend duration, or accept
lower returns. None serve long-term capital preservation well -
particularly for investors drawing income.

What’s needed is not more risk — but the rightrisk, taken deliberately
and with discipline. Avoiding all growth exposure isn’t conservative.
It’s incomplete.

A smarter role for multi-asset
low equity funds

Multi-asset strategies with low equity exposure offer a potentially more
adaptable framework. They balance income and the rewards of growth.
These strategies also provide flexibility to shift to different asset classes
as conditions evolve. And they allow for smoother compounding - the
kind that builds wealth quietly and consistently.

The Ninety One Cautious Managed Fund is designed for this. We don’t
rely on any single source of return. Instead, the Fund blends high-quality
equities, local and global, with government bonds, inflation-linked
instruments, and cash - each playing a role, each sized with care. There
are no passengers.



https://ninetyone.com/en/south-africa/funds-strategies/funds/cautious-managed-a-inc-zar-zae000078929

When playing it safe becomes risky

In practice, this means adjusting allocations when conditions shift. A good
example is June 2024, when we meaningfully increased our exposure to
South African government bonds. Post-election, the political backdrop

felt more stable, and yields provided investors with an unusually attractive
cushion. That was the moment to act. But that case has now faded. Today,
with yields moving lower and official inflation lower, we are shifting towards
growth assets — adding to domestic, and to a lesser extent, global equities -
where we see a more durable opportunity for conservative investors. This is
not market timing. It’s long-term readiness. When real yields are compelling,
we tilt towards income. When equities offer value, the portfolio participates.
When risk is mispriced, we hold more cash. The result is a portfolio that
doesn’t need perfect conditions to deliver steady outcomes.

Participation matters more
than prediction

Investors don’'t need to predict the next interest rate move or equity rally.
What matters more is being positioned to benefit when those shifts occur.

As yields fall, the relative appeal of growth assets increases. Equities, in
particular, become more attractive in a lower-rate world, and portfolios
that are unwilling or unable to participate may miss the upside.

Figure 2: Real wealth index
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Since 2003, SA equities have created
~3.3x more real wealth than SA bonds.
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Crucially, when we add equities, they must be the right equities.
Not all companies provide the same valuation protection or
compounding potential. Our focus remains on businesses with
durable competitive advantages, consistent cash generation and
balance sheet strength. These are the kinds of holdings that can
help conservative investors participate in upside without taking
on unrewarded risks.

Staying invested is
the real edge

One of the most overlooked drivers of long-term performance
is behaviour. When volatility spikes, many conservative investors
reduce risk just as the recovery begins. It’s the retreat, not the
volatility itself, that causes lasting damage.

Staying invested through the cycle requires confidence in the
portfolio and clarity in the process. Multi-asset funds, if well
designed, can provide that. By smoothing the return path and
reducing emotional decision-making, they help investors avoid the
costliest mistake: leaving at the wrong time.

The real strength of a cautious strategy isn’t just in avoiding
drawdowns - it’s in managing them well enough to stay invested.
Protecting capital on the downside matters deeply but so does
being positioned to participate when conditions improve. It’s that
balance - resilience through volatility and readiness for recovery -
that defines long-term success.

A better foundation for
conservative investors

Today’s conservative investor faces a more complex set of
challenges than a decade ago: lower yields, rising personal
inflation and narrow equity leadership. The solution isn’t to

abandon caution, it’s to redefine it.

Caution doesn’t mean sitting still. It means being prepared.
The Ninety One Cautious Managed Fund offers a more
complete approach. It doesn’t avoid risk - it manages it.

For investors seeking to preserve capital in real terms - not
justin theory, but in practice - this approach offers a stronger
foundation for the road ahead.
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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.

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
and Ninety One SA (Pty) Ltd are authorised financial services providers. Issued by Ninety One, November 2025.

Contact information

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.
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