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Dear Investor,

It is June 2025, winter in Cape Town, the office window is a portrait of horizontal rain, bent over trees and threatening
clouds.

The market analogy cannot escape one, the ever-present warnings of gargantuan storms that mostly never materialise
and those that do but were never even predicted.

Ever present geopolitical risks

Over the past three years, so much has happened both in geopolitics and economics. It feels unbelievable that it was 41
months ago that Russia invaded the Ukraine (24™ of February 2022). War and human sacrifice have, it seems, been
pervasive in current times.

In October 2023, Hamas attacked Shemini Atzeret, a Jewish holiday resort, precipitating the IDF’s incursion into Gaza.
On the 13t of April 2024, Iran fired drones, cruise and ballistic missiles into Israel, in response to Israel’s bombing of the
Iranian consulate in Damascus.

In October 2024, North and South Korea intensified their military deterrence against each other, with North Korean
forces destroying infrastructure linking the two countries. This follows on from a speech by Kim Jong-un in January 2024,
where he called for a “fundamental turnaround” in North Korea’s stance towards South Korea, labelling them the
“enemy”’.

Finally, on the 13 °f June (this month), Israel’s air force conducted strikes on Iranian missile launch sites and on their
nuclear enrichment sites, later assisted by US bunker bombers. Iran countered this with missile attacks on Israel and
the Al U.S’s Udeid air base in Qatar.

The fluidity of conflict is endless, with many wars being waged but we just do not have the bandwidth to cover them
here. Suffice to say, conflictimpacts economic outcomes by adjusting the balance of global power and can have enduring
and profound impacts on the prices of assets.

Changing economic pulses

Just as numerous as the number of geopolitical shocks over the past three years, have been the tectonic reversals in
long-standing economic cycles. In 2022, the Federal Reserve raised interest rates by 3.75%, from a low of 0.25% to 4.5%
in only 11 months, the fastest pace of increases in history.

In 2023, the Chinese economy, long regarded as a banker for mid to high single-digit GDP growth, came out of Covid
looking decidedly worn-out and reported its first annual decline in GDP growth since 1976. Covid coincided with the
popping of the Chinese housing bubble, leading to major developers like Evergrande and Country Garden defaulting on
their debt. Since 2022, new home prices have fallen about 10%, and resale homes down 14%.

2023 was also a year of illumination for Al and GLP-1’s, as the stock market began a euphoric embrace of any business
operating in the artificial intelligence or obesity drug space. Elili Lilly’s, owner of weight loss drugs Mounjaro and
Zepbound, share price gained 60% in 2023 and 34% in 2024, making it the world’s largest pharmaceutical company.

Similarly, Nvidia, a multinational technology company known for designing and manufacturing graphics processing units
(GPU’s) used in gaming consoles, but also for artificial intelligence applications, had a market capitalisation of $300bn
in mid-2022. This is $3.7trn now, an increase of 12x, making Nvidia the largest company in the world by market
capitalisation.

2024 had other surprises. Japan ended its policy of negative interest rates — on the 19" of March, the Bank of Japan
increased interest rates to 0.1%, the first interest rate increase in 17 years.
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We conclude with 2025, what a 6 months it has been! Clearly tariffs have been the key economic focal point and one
way to depict the extent of confusion in policy that has unfolded, is the trade war between the USA and China.

- 4™ Feb 2025 - US announces a 10% additional tariff on Chinese imports

- 4™ of March 2025 — US announces another 10% import tariff

- 2" of April 2025 — Tariff “Liberation Day” US adds 34% more on imports

- 4% of April 2025 — China retaliates with a 34% tariff on US imports and other reciprocal measures

- 7™ of April 2025 — US adds 50% tariff

- 9™ of April 2025 — China adds 84% tariff on US imports

- 10%™ of April 2025 — US tariffs imposed on China under IEEPA reach a level of 125% in total, with some
sector carveouts

- 11% of April 2025 - China raises tariffs to 125%

- 10" of May 2025 — Trade talks in Geneva

- 12 of May 2025 —US reduces tariffs on China under IEEPA to 10%

- 12% of May 2025 — China reduces US tariffs to 10%

- 5% of June 2025 - President Trump and President Xi agree to resume trade talks

- 9" of June 2025 — Trade talks in London

And through all of this, we have managed your money, and you have done well.
Gladwell’s 10 000 hour rule

Malcolm Gladwell, in his book, Outliers made a claim that it takes 10 000 hours to become a real pro in your field. |
sincerely hope this to be true!

In September, | reflect on 30 years of managing client investments, this would have been unthinkable without your
loyalty and support. Northstar enjoys the patronage of clients that have been invested for 25 years, we have founding
families that invested with Alexander when he opened the doors of this firm, whom have remained unflinchingly loyal
throughout.

We have never abused this loyalty and in return, our journey has been one of aiming for the impossible — investment
perfection. This has involved hiring best-in-class analysts with specific areas of specialisation, utilising the most
advanced research systems, and investing heavily in client service.

Investment performance

Although inconsequential in the bigger picture of long-term investing, | have added a table below to give you some
insight into how Northstar’s various funds have performed over the last 5 years. These numbers are until the 23" of
June 2025 (in ZAR) and are shown as annualised and cumulative returns.

Fund 1 Year 3 Years 5 Years
Northstar BCl Income Fund 11.4% 10.7%* (35.7%) 9.5%* (57.4%)
Northstar BCl Managed Fund 18.6% 15.7%*(54.9%) 13.2%*(85.9%)
Northstar BCI Equity Fund 19.9% 15.6%*(54.5%) 14.4%%*(95.9%)
Northstar BCI Global Flexible Fund 15.1% 16.5%*(58.1%) 10%*(61.1%)

*Annualised.

Whilst all our funds have done very well within their peer groups, we must make special mention of the Northstar BCI
Managed Fund, ranked in the 12" percentile over 1 year and a consistent peer outperformer over the past decade. The
Northstar Global Flexible Fund (USD) is the 3™ percentile highest ranked fund in its sector since launching over 8 years
ago and is consistently a top quartile performer.
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Northstar developments

In the months ahead, further developments are on the cards for the firm. The first will be the launch of the Northstar
Global Equity Fund (USD), completing our unit trust suite. The second will be the opening of our office abroad, as we
build-out our research and client infrastructure offshore to cater for our foreign investors. Lastly, we are at the initial
stages of assessing our options for offering our internally managed hedge fund to our clients.

Conclusion

As we prepare for the balance of the year, our concerns revolve around valuation risks for certain markets, notably US
equities, which are generally expensive.

Against this, we see opportunities in other areas, such as fixed income, developed market equities (ex USA) and
emerging markets.

Despite the many challenges to markets over the past number of years, returns have been abnormally high.

Consequently, we caution our clients to avoid overzealous future expectations as we, at Northstar, have started to
position our asset allocation funds more prudently.

Wishing you a safe and warm July.

Adrian Clayton and the Northstar Team
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