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Market and Economic summary

Global markets ended the month in negative territory in December, with both developed and developing
equity markets experiencing declines. This comes after a difficult year for investors, who have faced
challenges such as elevated inflation, rising interest rates, and slowing global growth. Meanwhile, the
bond market also experienced a downturn in December, as investors anticipated higher interest rates to
combat inflation, causing yields to rise and prices to fall. This marks the worst year for global bonds in
over a century. On the other hand, Chinese markets saw positive moves, as the country lifted Covid-19
restrictions and reopened its borders.

Inflation remained elevated in December, although some reports came in below market expectations. The
annual inflation rate in the US slowed for a fifth straight month to 7.1% (year-on-year to the end of
November), the lowest reading since December last year, and below market consensus forecasts of 7.3%.
The annual inflation rate in the UK eased to 10.7% (year-on-year to the end of November) from 11.1% in
October, which was the highest reading since October 1981. The consumer price inflation rate in the Euro
area was revised to 10.1% (year-on-year to the end of November). The rate slowed for the first time in the
Euro area since June 2021 from October's record high of 10.6%. China's annual inflation fell to 1.6% (year-
on-year to the end of November) from 2.1% in the prior month, matching market consensus.

Central banks continued to raise interest rates this month, although at a slower rate than previous
meetings. The US Federal Reserve (Fed) raised the fed funds rate by 50bps to 4.25% - 4.5% during its last
monetary policy meeting of 2022, pushing borrowing costs to the highest level since 2007, and in line with
market expectations. The Fed continued to have a hawkish tone on policy outlook, despite slowing the
rate of interest rate increases. The European Central Bank (ECB) followed the Fed and raised interest rates
by 50bps during its last monetary policy meeting of 2022, marking a fourth-rate increase, following two
consecutive 75bp hikes.

Turning to other important economic data releases this month: The Eurozone economy expanded 2.3%
year-on-year in the third quarter of 2022 (slightly higher than the previous estimate of 2.1%) and below a
downwardly revised 4.2% rise in the second quarter. The unemployment rate in the UK edged higher to
3.7% in the three months to October of 2022, from 3.6% in the previous period, matching market forecasts.
The unemployment rate in the Euro area fell to a new record low of 6.5% in October of 2022, from 6.6% in
the prior month, slightly below market estimates of 6.6%.
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Exhibit 1 | SA Market Performance (total returns)
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Source: Morningstar Direct as at 31/12/2022. Returns are in South African Rand and have been annualised for periods longer than 1 year.

South African asset classes proved more resilient than global peers this month. Local equities fell in
December, albeit less than developed market peers, while local property and bonds ended the month in
positive territory.

South African equities ended the month lower, following global emerging market peers. Resources
produced a negative return in December, partially giving up the gains recorded in November. Industrials
posted resilient performance, ahead of the broader market, given the positive upward moves posted by
index heavyweights Naspers and Prosus. Financials produced a significant negative return, lagging the
broader market and giving up the strong gains recorded in November.

Despite the negative moves in global bond markets, local bonds returned a positive performance during a
particularly volatile month. The volatile intra-month moves included the fourth largest daily decline of 4%
in over two decades, which was caused by perceived heightened political risk which culminated in
President Cyril Ramaphosa securing another term as ANC president at the ANC's National Elective
Conference (NEC).

Local property had a strong December, following the robust performance in November and is now flat on
a year-to-date basis, capping off a volatile year.

South Africa's annual inflation rate eased to 7.4% (year-over-year in November) from 7.6% in the prior
month, below market expectations of 7.5%, but still above the upper limit of the South African Reserve
Bank's target range of 3% - 6%. It was the lowest reading since June this year.

The composite SACCI Business Confidence Index in South Africa increased to 110.9 in November 2022,
from 109.4 in the previous month. The latest reading suggested there was an improvement in business
morale and matched September's seven-month high.
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The FNB/BER Consumer Confidence Index for South Africa improved to -8 points in the fourth quarter of
2022 from -20 points in the previous period but remained "depressed" due to higher inflation and tighter
monetary conditions. It was the highest reading since the last quarter of 2019 (before Covid-19).

The economy of South Africa advanced by 4.1% from a year ago in the third quarter of 2022, beating
market estimates of 2.8% growth. It was the strongest growth rate since the second quarter of 2021.

Exhibit 2 | SA Sector Performance (total returns)
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Source: Morningstar Direct as at 31/12/2022. Returns are in South African Rand and have been annualised for periods longer than 1 year.

Most of the major developed equity markets ended the month significantly lower, following the strong
market moves in November. The MSCI World Index delivered a return of -4.2% in December, lagging
emerging market peers over the month.

Emerging market equities outperformed developed market equities in December, as Chinese equities
provided resilient performance on the back of the reopening of the economy from Covid-19 restrictions.
Despite the positive contribution from Chinese equities, the MSCI Emerging Markets Index ended the
month -1.4% lower in December.

Most major global equity markets produced negative returns in December. The UK's FTSE 100 (-0.5%) and
Japan's Nikkei 225 (-1.2%) both ended the month lower. Germany's FSE DAX (+0.2%) and China's
Shanghai SE Composite (+0.7%) bucked the global trend and moved higher this month.

US equities ended the month meaningfully lower in December, with most of the indices producing their
worst annual performance since the global financial crisis. The US equity sell off was relatively broad
based, with both the S&P 500 (-5.8%) and the tech-heavy NASDAQ 100 (-9.0%) ending the month
significantly lower.
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Exhibit 3 | International Market Performance (total returns)
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Source: Morningstar Direct as at 31/12/2022. Returns are in US dollars and have been annualised for periods longer than 1 year.
Impact on client portfolios

Following the strong performance in October and November, markets ended the year in negative territory.
From a portfolio perspective, most portfolios struggled to generate positive performance over the month,
with only those portfolios allocated heavily to income producing assets ending in positive territory for the
month. Rand weakness over the month provided a tailwind to the performance of global asset classes.
Global emerging markets exposure (China exposure in particular) contributed positively to performance
this month.

Given the tough year investors faced in 2022, we are reminded that market fluctuations are a natural part
of the investment process, however, the uncertainties that come with it can be unsettling. It is worth
reminding ourselves that significant drawdowns in asset prices reset valuations and provide the
opportunity for investors to imprave the expected returns of their portfolios over the long term.

We remain comfortable with the current positioning of client portfolios, both from an asset allocation and
a manager selection perspective. We will continue to follow our valuation driven approach by allocating
assets to the most attractive areas of the market from a reward-for-risk perspective and ensure we build
robust portfolios. We are confident that we will continue to deliver on the specific investment objectives
of each client portfolio independent of the prevailing market environment.
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Local Market Indices 1 Month YTD 1 Year 3Years 5Years 7 Years
JSE All Share -2.26 3.58 3.58 12.72 7.98 8.95
JSE Capped SWIX -2.81 4.41 4.41 10.09 4.88 6.50
JSE SA Listed Property 1.13 0.49 0.49 -3.40 -1.24 -1.71
All Bond Index 0.62 4.26 4.26 7.09 7.85 9.24
STeFl (Money Market) 0.54 5.19 5.19 4.80 5.78 6.26
Local Market Sectors 1 Month YTD 1 Year 3Years 5Years 7 Years
JSE Top 40 -2.25 421 421 13.74 8.69 9.07
JSE Mid Cap -2.92 1.60 1.60 3.89 3.19 6.89
JSE Small Cap -1.44 7.55 7.55 19.49 6.92 8.23
FTSE/JSE SA Resources -3.49 8.61 8.61 20.32 20.93 22.31
FTSE/JSE Ind/Financials -5.70 8.61 8.61 418 0.75 4.05
FTSE/JSE SA Industrials -0.27 -3.71 -3.71 10.90 413 4.94
Global Market Indices 1 Month YTD 1 Year 3Years 5Years 7 Years
MSCI World -4.21 -17.73 -17.73 5.45 6.69 9.10
MSCI Emerging Markets -1.35 -19.74 -19.74 -2.34 -1.03 5.56
S&P 500 -5.76 -18.11 -18.11 7.66 9.42 11.48
NASDAQ 100 -9.01 -32.38 -32.38 8.68 12.36 14.34
FTSE 100 -0.49 -7.01 -7.01 -0.13 0.87 3.56
SSE Composite 0.73 -22.19 -22.19 0.49 -2.63 -2.87
Nikkei 225 -1.17 -19.13 -19.13 -1.26 1.56 5.28
FSE DAX 0.24 -17.74 -17.74 -0.03 -0.85 3.51
US T-Bill 3m 0.37 213 2.13 0.85 1.34 1.15
Commodities 1 Month YTD 1 Year 3Years b5Years 7 Years
Qil Price Brent Crude 0.56 10.45 10.45 9.19 5.14 12.67
Gold 3.44 0.44 0.44 6.19 7.04 7.98
Platinum 0.59 751 7.51 2.69 2.19 2.49
Copper 1.94 -15.28 -15.28 9.73 1.39 6.76

Note: The performance of Local Market Indices and Local Market Sectors is quoted in rands and the performance of Global Market Indices and
Commodities is quoted in US dollars. All data is sourced from Morningstar Direct as at 31/12/2022.

About the Morningstar Investment Management Group

Morningstar's Investment Management group, through its investment advisory units, creates investment solutions
that combine award-winning research and global resources with proprietary Morningstar data. Morningstar's
Investment Management group provides comprehensive retirement, investment advisory, and portfolio management
services for financial institutions, plan sponsors, and advisers around the world.

Morningstar's Investment Management group comprises Morningstar Inc.’s registered entities worldwide including:
Morningstar Investment Management LLC; Morningstar Investment Management Europe Limited; Morningstar
Investment Management South Africa (Pty) Ltd; Morningstar Investment Consulting France; Ibbotson Associates
Japan, Inc; Morningstar Investment Adviser India Private Limited; Morningstar Investment Management Asia Ltd;
Morningstar Investment Services LLC; Morningstar Associates, Inc.; and Morningstar Investment Management
Australia Ltd.

About Morningstar, Inc.

Morningstar, Inc. is a leading provider of independent investment research in North America, Europe, Australia, and
Asia. The company offers an extensive line of products and services for individual investors, financial advisors, asset
managers, retirement plan providers and sponsors, and institutional investors in the private capital markets.
Morningstar provides data and research insights on a wide range of investment offerings, including managed
investment products, publicly listed companies, private capital markets, and real-time global market data. The
company has operations in 27 countries.
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Important Information

The opinions, information, data, and analyses presented herein do not constitute investment advice; are provided as
of the date written; and are subject to change without notice. Every effort has been made to ensure the accuracy of
the information provided, but Morningstar makes no warranty, express or implied regarding such information. The
information presented herein will be deemed to be superseded by any subsequent versions of this document. Except
as otherwise required by law, Morningstar, Inc or its subsidiaries shall not be responsible for any trading decisions,
damages or losses resulting from, or related to, the information, data, analyses or opinions or their use. Past
performance is not a guide to future returns. The value of investments may go down as well as up and an investor
may not get back the amount invested. Reference to any specific security is not a recommendation to buy or sell that
security. There is no guarantee that a diversified portfolio will enhance overall returns or will outperform a non-
diversified portfolio. Neither diversification nor asset allocation ensure a profit or guarantee against loss. It is
important to note that investments in securities involve risk, including as a result of market and general economic
conditions, and will not always be profitable. Indexes are unmanaged and not available for direct investment.

This commentary may contain certain forward-looking statements. We use words such as “expects”, “anticipates”,
“believes”, “estimates”, “forecasts”, and similar expressions to identify forward-looking statements. Such forward-
looking statements involve known and unknown risks, uncertainties and other factors which may cause the actual
results to differ materially and/or substantially from any future results, performance or achievements expressed or
implied by those projected in the forward-looking statements for any reason.

The Report and its contents are not directed to, or intended for distribution to or use by, any person or entity who is
not a citizen or resident of or located in any locality, state, country or other jurisdiction listed below. This includes
where such distribution, publication, availability or use would be contrary to law or regulation or which would
subject Morningstar or its subsidiaries or affiliates to any registration or licensing requirements in such jurisdiction.

The Report is distributed by Morningstar Investment Management South Africa (Pty) Limited, which is an authorized
financial services provider (FSP 45679), regulated by the Financial Sector Conduct Autharity.
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