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Fund Objective

Fund Details

The objective of the High Yield Credit fund is to generate
returns in excess of a typical income fund. This fund is
best suited for investors looking for enhanced income
returns with very low liquidity requirements.

Investment Strategy

Employs a conservative approach to enhance yields
through extracting the liquidity risk premium in longer
dated and less liquid debt instruments, as well as an
increased exposure to credit assets. Our fundamental
credit review process is robust, combining qualitative
and quantitative analysis, overlaid with insfitutional
memory fo question convention, operafing within a
strong risk and compliance framework. Our portfolio
construction process builds a well-diversified fund
targeting up to 30+ counterparties to further diversify
risks.

Fund Performance

Risk Profile:

Poriffolio Manager:

Currency:
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Target Return:
Minimum Rating:
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Period (naca) Fund Return Fund Target CPI +5% Issuer Name % Exposure
1 month 0,9% 1.0% 0.7% Standard Bank of South Africa 12%
3 months 2,8% 2,9% 2,0% o
Nedbank Limited 7%
6 months 5.5% 5.9% 4,9%
Obaro SPV (RF) Proprietary 4%
1 year 10,5% 12,2% 8.0%
2 years p.a. 10,2% 12,5% 9.0% Firstrand Bank Limited 4%
3yearsp.a. 10,9% 12.1% 9.5% Amber House Fund 7 (RF) Limited 3%
5yearsp.a. 10,3% 10,5% 10,1%
Source: Taguanta Asset Managers
3yr volafility 1.2% 0.2% 1,3%
Source: Taquanta Asset Managers
Issuer Type Capital Ranking
® Unit Trust
6% 0.2% 3% 1%
= Secured (across
classes)
m Unit Trust 9% Senior
5 Securitizations
32% N Senior Unsecured
= Banks
Corporates 13% .
Subordinated
m Parastatals Unsecured Tierl

» Mezzanine
Secured

m Senijor Secured

*Includes 19% in Credit-linked Notes, which are bank issued

notes referencing other entities. Unsubordinated

Unsecured
Source: Taquanta Asset Managers

Taquanta Asset Managers (Pty) Ltd (Reg no. 1999/021871/07). An authorised Financial Service Provider, FSP no: 618
Call: +27 (0) 21 681-5100 | Email: CRM@taquanta.com | Visit: www.taquanta.co.za



mailto:CRM@taquanta.com

Taquanta High Yield Fund o
Taquanta

July 2025

Fund Outlook

The fund continues to maintain a low duration strategy, complemented by a moderate approach to maturity
and liquidity positioning. In the current environment, where asset supply remains constrained, the fund is well
positioned to access opportunities across public, private, and structured credit segments. Strong investor demand
continues to exert pressure on issue spreads, which are consistently clearing at the lower end of guidance. This
dynamic, combined with compressed credit spreads and elevated local and global macroeconomic
uncertainty, reinforces the need for a prudent approach to credit and liquidity risk management.

Market Commentary

The South African rand ended July broadly unchanged, trading at 17.9825 against the U.S. dollar—its weakest
level in over a month—as markets awaited the South African Reserve Bank’s (SARB) policy decision. However, the
currency came under sustained pressure in the final week of the month, briefly breaching the 18.00/USD level for
the first fime since June 20. This volatility was largely driven by investor anxiety surrounding the August 1 deadline
for new U.S. import tariffs and ongoing trade negotiations between South Africa and the United States.

In a widely anficipated move, the SARB cut its benchmark interest rate by 25 basis points to 7.00% on July 31,
marking the lowest policy rate since November 2022. The Monetary Policy Committee cited persistent global
uncertainty and downside risks to domestic growth as key considerations. The rate cut was seen as a pre-emptive
step to support an economy already grappling with weak consumer demand, soft business confidence, and
mounting external pressures—including the potential imposition of US. tariffs on South African exports.
Policymakers noted that while global trade tensions remain unresolved, monetary flexibility is essential to
safeguard macroeconomic stability.

A parallel development in inflation policy added a layer of complexity to the central bank’s messaging. While
headline inflation remained well contained to 3.0% in June from 2.8% in May—the SARB reiterated its long-term
preference for a lower inflation target, a position echoed by Governor Lesetja Kganyago. The finance minister
responded by stating that while progress is being made toward adjusting the target, such a shift should be
approached cautiously and with a broad consensus. Market participants interpreted these comments as a
positive signal for inflation discipline, contributing fo a rally in government bonds and a moderation in long-end
yields.

The June inflation data showed modest upward pressure in several key categories. Price growth was driven by
food and non-alcoholic beverages, alcohol and tobacco, healthcare, information and communication, and
services such as accommodation and personal care. In contrast, inflation in housing, furnishings, and fransport
remained subdued. On a month-to-month basis, CPI rose 0.3%, slightly up from 0.2% in May. Core inflation eased
marginally to 2.9%, its lowest reading since April 2021—suggesting underlying inflation remains well anchored,
though external risks could quickly alter this trajectory.

International Developments

In the US., the Federal Reserve held its policy rate steady at 4.25%-4.50% for a fifth consecutive meeting. The
decision revealed internal divisions, with two Trump-appointed governors dissenting in favor of a rate cut. The Fed
noted that while inflation remains above target, labor market conditions are healthy, and economic activity is
expanding at a moderate pace. The latest U.S. core CPI reading showed an annual increase of 2.9% in June, up
slightly from 2.8% in May and just below consensus expectations. Notable upward contributions included shelter,
healthcare, motor vehicle insurance, and household operations.

Bilateral tensions between South Africa and the US. escalated further after the US. House Foreign Affairs
Committee advanced the "U.S.-South Africa Bilateral Relations Review Act'—a bill seeking to re-evaluate
diplomatic and economic fies with South Africa. The legislation cites South Africa’s engagement with Russia and
China, and its alleged support for Hamas, as grounds for potential sanctions against government officials.
Although the bill still requires full congressional approval, its advancement highlights growing strain between
Washington and Pretoria. Adding to the uncertainty, President Trump announced he may not attend the G20
summit in South Africa in November, citing dissatisfaction with the country’s foreign policy stance.

Domestic Policy and Fiscal Updates

To stabilize key state-owned entities, the South African government approved R94.8 billion in guarantees for
Transnet SOC Ltd. Of this, R48.6 billion will be used to cover debt redemptions over a five-year horizon, while R46.2
bilion is earmarked to cushion the enfity from potential credit rafing downgrades. The move underscores the
government’s continued fiscal burden in propping up critical infrastructure operators, even as budget constraints
fighten.

Meanwhile, the African Development Bank revised South Africa’s 2025 GDP growth forecast downward to just
0.8%—a sharp cut from the previous 1.6% projection. The downgrade reflects the compounding effects of sluggish
reform implementation, high unemployment, and vulnerability to external shocks, particularly those emanating
from U.S. frade policy shiffs. The report emphasized that without meaningful structural reforms, especially in
logistics, energy, and regulatory efficiency, the economy is likely to remain trapped in a low-growth cycle.
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Disclosures: FAIS

Taquanta Asset Managers (Pty) Ltd is a licensed Category |, Il & lIA Financial Services Provider (FSP No: 618).

Accordingly, Taquanta is authorised to provide advisory and/or render discrefionary intermediary services relating to the
following financial products:

Taquanta
Category Description ig:/ilce I?\?e‘rlme diary gi(::::lelior]ary ﬁ:;g: Fund
Intermediary FSP
Long-Term Insurance subcategory B1
Long-term insurance subcategory B2
Long-term Insurance subcategory B2-A
Long-term Insurance subcategory B1-A
Long-Term Insurance subcategory C X X X
Retail Pension Benefits
Pension Funds Benefits
Shares X X X
Money market instruments X X X
Debentures and securitised debt X X X
Warrants, certificates and other instruments X X X
Bonds X X X
Derivative instruments X X X
Participatory interests in CIS's X X X
Participatory interest in a Hedge Fund X X
Long-term Deposits X
Short-term Deposits X X X
Structured Deposits X X
Securities and instruments
General Category IIA experience X

There are certain risks associated with investments in financial products, including market, credit & currency risks. Past
performance is not necessarily an indication of future performance. All returns are rand returns, unless otherwise stated.

Information disclosed to the FSP's will be treated as confidential unless written consent is obtained to disclose such information,
or the disclosure of such information is required under a particular law

The appointed Compliance Officer is Mr Nick Howse and his contact details are as follows: Phone: (021) 681 5000 or | (021) 671
8162 | e-mail: nickh@taquanta.com

The appointed Information Officer is Mr Justin Kretzschmar and his contact details are as follows: Phone: (021) 681 5000 | e-mail:
justink@taquanta.com

The FSP's have Implemented a Data Privacy Policy in accordance with the Profection of Personal Information Act, 2013. Our
Information Access & Privacy Statement and PAIA Manual is available at www.taquanta.co.za

The authorized FSP’s have implemented a Conflicts of Interest Management Policy in accordance with the General Code of
Conduct issued in terms of the Financial Advisory and Intermediary Services Act 37, 2002. The Policy will be made available on
written request to the Compliance Officer.

Complaints should be submitted to the compliance officer. Should your complaint not be resolved satisfactorily, you have the
right to submit any complaints to the Ombud for Financial Services Providers who can be contacted at: Physical Address:
Central, 125 Dallas Avenue Menlyn, Waterkloof Glen, Pretoria, 0010 |Postal Address: P.O. Box 74571, Lynnwood Ridge, 0040
| Customer Contact Division: Telephone: +27 12 762 5000 | Website: www.faisombud.co.za | E-mail address:
info@faisombud.co.za

Taquanta Asset Managers (Pty) Ltd (Reg no. 1999/021871/07). An authorised Financial Service Provider, FSP no: 618
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