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The quarter was marked by continued action by global central banks, determined to bring inflation under control. Global inflation has peaked and is moderating but 
is still well above target levels in most countries. In the US, the Federal Reserve (the Fed) hiked rates by 25 basis points (bps) in May before pausing in June. However, 
while they kept rates on hold in June, they indicated that rates could well rise further in coming months. In Europe, the European Central Bank (ECB) hiked rates twice 
during the quarter also signalling further hikes to come. In Canada and England, central banks surprised on the hawkish side. The Bank of England delivered 75bps 
of hikes in the quarter and markets now price rates in the UK rising to over 6% from the current 5%. Not to be outdone, the South African Reserve Bank (SARB) hiked 
rates by 50bps taking its policy rate to 8.25%, some 475bps higher since it started hiking rates in 2021. By contrast, in China, inflation remains very low, and 
policymakers cut interest rates in response to sluggish economic activity.

Despite rising interest rates global equity markets performed strongly in the quarter, particularly in the US. The MSCI All Country World Index (ACWI) was up 6% in US 
dollar terms in the quarter led by the US equity market, with the S&P 500 up 9% compared to a more sedate 3% gain by global equities excluding the US and just 1% 
for emerging markets. Growth shares dominated performance with the artificial intelligence (AI) hype driving a significant part of the overall equity market returns. 
With central banks hiking rates further, bond yields drifted higher in the Eurozone, UK and US and global bonds delivered negative US dollar returns in the quarter. 
The JPMorgan Global Bond Index was down 2% in US dollar terms for the quarter. Commodity prices fell with gold, platinum and oil declining by 3%, 9% and 10% 
respectively in US dollar terms in the quarter. The weakness in commodity prices reflected weak global manufacturing activity and weak growth in China. Weaker 
commodity prices, along with rising US interest rates and concerns about South Africa’s ties to Russia, weighed on the rand, which depreciated 6% during the quarter. 
As a result, South African assets lagged global assets sharply over the quarter. In rand terms, South African bonds were down 1.5% underperforming local equities, 
which were up 1.2%, and cash, which was up 1.9%. Within the equity component, resources fell sharply weighed down by lower commodity prices. Especially platinum 
mining shares were weak reflecting the sharp falls in platinum group metals (PGM) prices over the quarter. Financial shares outperformed the local equity market.

MARKET COMMENTARY

To provide long-term capital growth and returns in excess of inflation while promoting social responsibility investing. The fund invests in companies that are concerned 
with job creation, training and skills development, employment equity, economic and social empowerment, high health and safety standards, sound environmental 
practices and effective corporate governance. 
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South African listed securities that comply with socially responsible criteria. All investments in SA equity must be approved by Unity Incorporation according to SRI 
guidelines. The fund maintains 75% equity exposure at all times.

I N V E S T M E N T  M A N D AT E

This fund is suited to investors seeking long-term capital growth while investing in socially responsible investments.
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Banks were the standout performers during the quarter while precious metal miners, both platinum and gold, weighed negatively on returns. 
Disappointingly, our global defensive holdings have continued to lag, notwithstanding a growing concern that higher policy rates will lead to a recession. 

During the quarter, the portfolio added to its holdings of domestic clothing retailers. This might appear counterintuitive in a period when consumers are 
under pressure, but these companies tend to outperform once the South African Reserve Bank (SARB) stops hiking interest rates. We believe that we 
are getting closer to that point and expect that in coming quarters, the retailers will begin to lap the negative impacts of load shedding and cost of living 
pressures. Valuations of the clothing retail companies are also low, making them more attractive. T

The first half of 2023 has been difficult for the portfolio. Defensive positioning has not paid off yet and a small number of stock-specific issues have 
disproportionately impacted performance. We have carefully reassessed our holdings, cutting or reducing counters where necessary and retaining those 
where conviction remains strong. We have also redoubled our risk management efforts to ensure that we are fully utilising all the tools at our disposal.

Looking forward, markets remain in a tough space, with a great deal of focus on the actions of central banks. As always, our objective is to be invested 
in those companies that will outperform and deliver good returns for your portfolio, without being distracted by some of the more impenetrable 
macroeconomic issues of the moment.




