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Market review and macro-outlook summary: January 2026

/ Key economic outlook takeaways \

e  South Africa’s (SA) economy is expected to have expanded by around 1.2% in 2025, with growth projected to
improve further to about 1.6% in 2026, marking a steady upward trend from the 0.5% outcome recorded in 2024.
Local inflation is expected to drift slightly higher in 2026 due to base effects. But at an expected average of around
3.5% it should remain comfortably within the new 3% target with a £1 percentage point tolerance band, which
should provide scope for the SA Reserve Bank (SARB) to support growth by cutting interest rates further without
compromising price stability. The rand is supported by firmer domestic fundamentals, ongoing terms-of-trade
benefits from the combination of firm gold and platinum prices and a low oil price, as well as a soft United States

\ (US) dollar. For a detailed economic outlook by our chief economist, Sanisha Packirisamy, please click here.

ﬁy market review takeaways for 2025 \
e Despite the heightened uncertainty induced by the second Trump presidency, 2025 turned out to be an exceptional

year for SA investors due to rampant Platinum Group Metals (PGM) and gold prices, with broad-based strong
absolute returns generated across asset classes, particularly among the local assets.

e Sharprand appreciation on the back of rising gold and PGM prices and a weakening US dollar helped SA assets to
provide superior returns relative to global assets for local investors in 2025. Within the global asset space, equities
outperformed fixed income in 2025, with emerging market (EM) equities outshining developed market (DM)
equities and Europe providing the best returns within DMs. Global cash was the worst-returning asset class in the
year as interest rate cuts by central banks eroded returns.

e Although the strong showing by the SA resources sector was the predominant reason SA equities were the best-
performing main asset class in 2025, the SA financial and industrial sectors also played positive supporting roles, as
the SARB cut interest rates and bond yields fell sharply. SA nominal bonds firmly outperformed inflation-linked
bonds (ILBs) in 2025. SA listed property provided higher returns than the local fixed-income asset classes in 2025,

on the back of the geared impact of lower local bond yields and accelerating earnings momentum. Cash was the
clear lagging SA asset class in the year, as returns were eroded by local interest rate cuts.

/ Key financial market outlook takeaways \

e Anticipated rising US inflation, fiscal stimulus measures, Federal Reserve (Fed) rate cuts amidst a potential threat to
Fed independence, together with higher and more synchronised global regional profit growth in 2026,
fundamentally favour global equities over bonds. Although US equities appear expensive compared to US bonds,
they are likely to remain well supported as long as profit growth stays robust within a soft-landing environment. We
have a cautiously constructive outlook for local asset class performance in 2026, underpinned by anticipated
further rate cuts and modest growth acceleration from a low base. SA’s recent strong equity performance may help
revive long-dormant foreign investor interest, as has already been seen in the SA bond market. With solid profit
momentum, SA equities continue to screen attractively relative to global peers and to their own historical

\ valuations. For our detailed financial market outlook, please click here. /
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https://sls-fresco.momentum.co.za/files/documents/invest-and-save/updates-and-news/economic-outlook-january-2026.pdf
https://sls-fresco.momentum.co.za/files/documents/invest/updates-and-news/economic-and-investment-updates/financial-market-outlook-for-2026.pdf?_gl=1*1ab09pr*_ga*NzM0MzMyMTEwLjE3Njc1OTcxMTY.*_ga_TL1R52BXTE*czE3Njc4NjY2NjkkbzMkZzEkdDE3Njc4Njc3NzkkajYwJGwwJGg1MDc1NTcyNzM.*_fplc*dUdPa1h3QTJOSGw4ajBTUUdFRCUyQjAlMkJxZmp1SEUxZ0h0bGhsb3UlMkJUUDdyUEMwcUZkaDJQc3VQV3ZqV3ZzWXNIYnNnNmpSRWt2aDRuMzFHU0MyQmVRMFp0VmZrU2ZrcVpHRkwlMkJqc2NyZnhMRjNqdW9reWprNzZHRjVIM2NlMGclM0QlM0Q.

Asset class returns

Chart 1: Month to end of December 2025 - rand returns in %
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Chart 2: Three months to end of December 2025 - rand returns in %

Source: Momentum Investments, various sources
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Chart 3: Year to end of December 2025 - rand returns in %
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Chart 4: Three years to end of December 2025 - rand returns in %

Source: Momentum Investments, various sources
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Despite Trumpolitics, 2025 was an exceptional year for SA investors due to rampant PGM and

gold prices

The platinum ETF was the strongest-performing asset
class in both December and the fourth quarter of 2025
(4Q25) despite an appreciating rand, as supportive
supply-demand fundamentals and the commodity’s
increasing investment appeal as an alternative
diversifier to gold in portfolios supported dollar
platinum prices.

SA asset classes outperformed global assets in
December and the 4Q25, partly due to commodity
price-induced rand strength. Amongst global assets,
equity returns outpaced those from fixed income in
both December and 4Q25 as the Fed continued to cut
interest rates, with global property providing the worst
returns of all asset classes. Of all the main DM equity
markets, only Europe gave higher returns in December
and 4Q25 than EM equities.

Within SA asset classes, nominal government bonds
provided slightly higher returns than equities and ILBs
in the fourth quarter, with SA cash the clear return
laggard. Falling local policy rates and bond yields made
SA financials the equity sector winner in the fourth
quarter, although sharp commodity price rises
(particularly PGMs) also supported the resources
sector. In sharp contrast, SA industrial shares gave
negative returns in the quarter. SA listed property was
the best-performing local asset class after the platinum
ETF in 4Q25, driven by falling bond yields and positive
profit momentum in the sector.

Despite the heightened uncertainty induced by the
second Trump presidency, 2025 turned out to be an
exceptional year for SA investors due to rampant PGM
and gold prices, with broad-based strong absolute
returns generated across asset classes, particularly
among local assets.

The sharp rises in PGM, and to a lesser extent, gold
prices in 2025 made the SA resources sector the
standout return performer in the year. Ongoing
geopolitical uncertainty throughout the year, rising
expectations for Fed rate cuts, worries about the future
independence of the Fed and a weakening US dollar
supported gold prices and later PGM prices as an
alternative to gold. Platinum also benefited from
lowered expectations for future electric vehicle
demand and its likely partial substitution by hybrid
vehicles. Although the strong showing by the SA
resources sector was the predominant reason SA

equities were the best-performing main asset class in
2025, the SA financial and industrial sectors also played
positive supporting roles, as the SARB cut interest rates
and bond yields fell rapidly.

SA nominal bonds firmly outperformed ILBs in 2025 on
the back of downside inflation surprises, the
introduction of a lower inflation target and a decline in
SA’s sovereign risk premium as the country was
removed from the Financial Action Task Force’s (FATF)
greylist and SA’s sub-investment grade sovereign
rating was upgraded by S&P rating agency. These
developments increasingly enticed foreign investor
flows into the SA bond market as the year unfolded. SA
listed property provided higher returns than the local
fixed-income asset classes in 2025, on the back of the
geared impact of lower local bond yields and
accelerating earnings momentum. Cash was the clear
lagging SA asset class in the year, as returns were
eroded by local interest rate cuts.

Sharp rand appreciation on the back of rising gold and
PGM prices and a weakening US dollar helped SA
assets to provide superior returns relative to global
assets for local investors in 2025, with only local cash
lagging global equity returns. Within the global asset
space, equities outperformed fixed income in 2025.
Global equities were underpinned by resilient
economic growth and profits, Al optimism, falling policy
rates and a prevailing risk-on investor sentiment, with
EM equities outshining DM equities and Europe
providing the best returns within DM. Global cash was
the worst-returning asset class in the year as interest
rate cuts by central banks eroded returns.
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Houseview summary (Our view for the year ahead)

Sanisha Packirisamy

Chief Economist

Growth

SA’s economy is expected to have expanded by around
1.2% in 2025, with growth projected to improve further to
about 1.6% in 2026, marking a steady upward trend from
the 0.5% outcome recorded in 2024. Growth in
household consumption should ease slightly but remain
resilient, supported by firmer real wage growth,
marginally better consumer sentiment, and solid wealth
gains from housing and equity markets. Fixed investment
is likely to pick up as energy reforms progress and
logistics gradually recover. A tougher global trade
environment will still weigh on exports, but overall
momentum should be modestly stronger than in 2025.

Currency

The rand’s recent strength reflects firmer domestic
fundamentals and ongoing terms-of-trade benefits.
Improved fiscal discipline has helped restore investor
confidence in SA’s policy trajectory. Moreover, the
SARB’s shift to a tighter 3% inflation target has further
anchored expectations and created a more predictable
environment for growth. Globally, a softer US dollar amid
anticipated Fed interest rate cuts, together with firm gold
and platinum prices that bolster SA’s mining-driven
export earnings, has added momentum. While coalition
politics, in a municipal election year, together with
relatively subdued near-term growth prospects and a
high debt burden still present risks, the above-
mentioned tailwinds position the rand favourably into
2026.
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Inflation

Headline inflation is expected to drift slightly higher in
2026 due to base effects. But at an expected average of
around 3.5% it should remain comfortably within the new
3% target with a £1 percentage point tolerance band,
supported by an oversupplied oil market and a firmer
currency containing broader price pressures.
Nonetheless, upside risks persist, particularly from
medical aid and administered prices, where public-
service failures continue to filter through. We therefore
expect inflation to hover above the target midpoint over
the next two years. Although the SARB argues that
better-anchored expectations will hasten disinflation, we
remain cautious and view its projections as overly
optimistic.

Interest rates

While the SARB will remain cautious in assessing the
lagged effects of its earlier interest rate cuts, from 8% in
September 2024 to 6.75% at the November 2025
meeting, we believe it is well positioned to implement
two additional 25 basis-point cuts in 2026. A benign
inflation trajectory and a stable macroeconomic
backdrop provide scope to support growth without
compromising price stability. Moreover, the expected
continuation of SA’s modest economic recovery allows
further easing, while still-elevated real interest rates
strengthen the case for a more accommodative policy
stance.
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Herman van Papendorp

Head of Asset Allocation

SA cash

The combination of moderately rising inflation in 2025
and 150 basis points of SARB rate cuts since September
2024 has pushed available real SA cash rates down
towards their long-term average, making local cash an
inferior investment alternative among the SA asset
classes, in our view.

SA inflation-linked bonds (ILBs)

Although the absolute level of SA ILB yields is still high,
the absence of inflationary pressures in the coming year
points to a lack of fundamental support for ILBs, with no
breakeven widening expected in 2026 and monthly
inflation accruals predominantly low and below average
in the next year

SA equities

SA’s recent strong equity performance may help rekindle
long-dormant foreign investor interest in SA equities, as
has already been the case for SA bonds. An increased
global allocation to EM equities could simultaneously
result in material global inflows supporting SA equities,
particularly given that SA is a high-beta play on EM
equities. Due to strong profit momentum, SA equities
remain attractively valued against global peers and its
own history.

Global bonds

The typical time lag between announced tariff increases
and when they are finally reflected in the economy
implies that the negative tariff impact on US inflation and
growth should become more evident in the coming
months, with potential adverse readthroughs for both US
bonds.

SA nominal government bonds

The 186 basis points rally by SA nominal bonds in 2025 on
the back of positive surprises from actual local inflation
numbers, the introduction of a 150 basis points lower
inflation target, improving fiscal numbers and a
sovereign ratings upgrade has eroded the positive
spread with global bonds. But the real ex-ante SA bond
yield is still above historical average levels, which
indicates that there is still some support for SA vanilla
bonds from attractive real yields.

SA listed property

Fundamentals in the listed property space continue to
improve. Companies are reporting the strongest like-for-
like net operating income (NOI) growth since 2018, with
the earnings recovery guided to continue in 2026. Listed
property funding conditions have also improved, with
funding rates now the lowest in three years. Furthermore,
the sector’s balance sheet recovery remains intact due to
previous asset disposals and rising asset values.

Global equities

Anticipated rising US inflation, fiscal stimulus measures,
Fed rate cuts amidst a potential threat to Fed
independence, together with higher and more
synchronised global regional profit growth in 2026,
fundamentally favour global equities over bonds.
Although US equities look expensive against US bonds,
they will likely remain supported as long as profit growth
remains solid in a soft-landing scenario. However, the
magnitude of future US equity returns should be
constrained by high valuations that have little room for
disappointment.

Global cash

We view global cash as a preferred fixed-income asset
class, offering return potential comparable to global
bonds but with lower risk and volatility, especially given
the broad trend of fiscal deterioration worldwide, which
is putting pressure on the long end of global yield curves.

The information used to prepare this document includes information from third-party sources and is for information purposes only. Although reasonable steps have been taken to ensure the validity and accuracy of the information contained herein, Momentum Metropolitan
Life Limited does not guarantee the accuracy, content, completeness, legality or reliability of the information contained herein and no warranties andjor representations of any kind, expressed or implied, are given to the nature, standard, accuracy or otherwise of the

information provided. Neither Momentum Metropolitan Life Limited, its affiliates, directors, officers, employees, representatives or agents (the Momenturn Parties) have any liability to any persons or entities receiving the information made available herein for any claim,
damages, loss or expense, including, without limitation, any direct, indirect, special,, punitive or consequential cost, loss or damages, whether in contract or in delict, arising out of or in connection with information made available herein and you agree to indemnify the
Momentum Parties accordingly. For further information, please visit us at momentum.co.za. Momentum Investments is part of Momentum Metropolitan Life Limited, an authorised financial services and registered credit provider, and rated B-BBEE level 1.
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