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Tactical Positioning
We have not made any major tactical moves recently other than slightly re-calibrating our Asia ex-Japan exposure.
The outlook for the region is supported by equity valuations towards the bottom of their 25-year range and we
are encouraged by the improving ‘mood music’ surrounding the U.S/China trade talks. Asia also benefits from a
more dovish stance towards U.S interest rates and a weaker US dollar. If these factors successfully combine in
2019, Asia could offer further upside.
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Market momentum remained positive in the latter half of February, although this was more muted than in the
first half of the month. The sustained shift in sentiment in 2019 can be seen as a result of fading fears of a global
recession following the Federal Reserve’s (Fed) softening on the outlook for interest rates, improved sentiment
regarding the US-China trade dispute, following President Trump’s announcement last week that he was getting
close to a deal with Xi Jingping and a broader desire from investors to participate in the strong market rally
witnessed so far this year.
Notably, net inflows into US stocks turned positive in the last week of the month as US equity funds received $9.1
billion of inflows. Despite an incredibly strong market in January, overall net investment in US equity funds had
remained negative for the previous 11 consecutive weeks. Although the net new investment is small in relation to
the c. $90 billion of withdrawals that began towards the end of November, it suggests that the rally is now
underpinned by renewed investor confidence. The S&P 500 is up 11.4% year-to-date, is trading above its 200-day
moving average and is getting close to hitting the all-time high achieved in September.
Statements from the Fed continued to be supportive for markets over the period. Fed Vice Chair, Richard Clarida
reiterated his focus on the risk of a flattening yield curve, whereby the interest rate on longer dated loans is close
to short dated loans, as a result of falling inflation expectations. He stated that the Fed is likely to be patient and
data dependent regarding rate hikes. In his statement on February 25th, he also highlighted his consideration of
global risks such as a slowdown in Europe (more on which below), saying ‘much of the world, especially in Europe
and Japan, is really not away from crisis monetary policy and crisis mode’.
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Elsewhere, oil continued its upward trajectory and is now up 26% so far this year, helped by a weaker dollar and
an 8.6 million barrel drop in US inventories. As would be expected in an environment of positive market
momentum, traditional ‘risk-off’ assets such as gold and the Japanese yen fell slightly over the fortnight. The only
equity market to post a negative return over the last two weeks was the UK, which continues to be driven by Brexit
news flow and was hurt by a strengthening sterling on the back of a perceived reduction in the risk of a hard
Brexit.

Economic Update
Data from the US was positive over the period. The Richmond Fed Manufacturing Index rose 18 points to a
reading of 16 versus expectations of five, including a large jump in new orders and the Conference Board Consumer
Confidence reading jumped 9.7 points to 131.4 versus expectations of 124.9. Within the reports there were
improvements in the ‘present situations’ components. Fourth quarter GDP in the US was better than expected at
2.6% quarter-on-quarter versus 2.2% expected. The breakdown revealed that private domestic demand was up
3.1% and consumer spending stabilised following a weak December. The Personal Consumption Expenditure Index
rose at an annualised rate of 1.7% over the quarter, marginally beating expectations.
In Europe, January inflation data was mixed. German inflation rose 0.5% versus expectations of 0.6%, whilst in
France, month-on-month inflation was 0.1%, undershooting forecasts of 0.3%. Inflation in Spain, however, was
slightly above expectations at 0.2% and Italy showed a 0.2% contraction which was in line with expectations. The
Euro Area Composite Purchasing Managers Index rose slightly above expectations, rising by 0.4 points to 51.4
versus forecasts of 51.1. Within the reading, Services jumped 1.1 points to 52.3 but conversely, the Manufacturing
print fell below 50, marking a contraction and its lowest level for 68 months.
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Important Information
The information contained herein (the “Information”) has been prepared by the Stanhope Group. The Stanhope Group comprises Stanhope Capital (Switzerland)
SA and its subsidiaries, including Stanhope Capital LLP, Stanhope Capital (Cayman) Limited, Stanhope Capital (Jersey) Limited and Stanhope Capital Limited.
Stanhope Capital LLP is a limited liability partnership incorporated in England and Wales authorised and regulated by the Financial Conduct Authority (FCA).
Stanhope Capital (Switzerland) SA is a company incorporated in Switzerland and a member of the Swiss Association of Asset Managers (SAAM), a Self-Regulating
Body approved by the Swiss Financial Market Supervisory Authority (FINMA). Stanhope Capital (Jersey) Limited is a limited liability company incorporated in
Jersey and regulated by the Jersey Financial Services Commission (JFSC). Stanhope Capital (Cayman) Limited is incorporated in the Cayman Islands and is
registered with the Cayman Islands Monetary Authority. Acceptance of delivery of any part of this Information constitutes acceptance to the conditions of this
legal disclaimer.
The Information attached is being disclosed by the member of the Stanhope Group indicated in the Information and exclusively to the intended recipient (the
“Recipient”).
The Information does not constitute an offer to sell or a solicitation of an offer to buy any investment fund or other financial products. The Information does
not constitute investment advice or advice with respect to the suitability of any investment.
Restrictions
The Information is private and confidential and provided for information purposes only. No part of the Information is to be distributed, copied or disseminated
directly or indirectly to anyone other than the Recipient and its professional advisers (for the sole purposes of obtaining advice). The Information should not be
relied upon for tax, auditing or other purposes. The Information is not intended for any person in any jurisdiction (by way of nationality, residence, domicile or
otherwise) where the publication or availability of it would be in contravention of any applicable law or regulation.
Opinions, estimates and statements contained in the Information constitute judgments of the Stanhope Group at the time of their preparation and are subject
to change without notice.
The value of investments can fall as well as rise; potential income or profits are accompanied by the possibility of loss. The Recipient may not receive back the
original amount invested. Past performance is not a reliable indication of future results. Performance figures included in the Information are unaudited except
where indicated. Please refer to the risk warning notes provided next to any performance figures included in the Information. In certain circumstances prices
stated may be historic because of the delay in obtaining prices and/or valuations from third parties. Valuations are based on either market prices available at
the time of the preparation of the Information or on the Stanhope Group’s reasonable estimates thereof at the time made. Valuations based upon other models
or assumptions or calculated as of another date or time may result in different values. The valuation or returns on investments in currencies other than the
base currency of a client’s account may increase or decrease as a result of currency fluctuations.
The Stanhope Group may recommend or make investments for its clients in illiquid or volatile instruments or funds which may carry a high degree of default
risk or in funds which utilise leverage/gearing which can exaggerate performance and may lead to large falls in value.
Any description of any investment process or investment management process described in the Information may change from time to time at the discretion of
the Stanhope Group or otherwise.
While reasonable skill, care and diligence have been taken to ensure that the Information was accurate as at the date of writing, the Stanhope Group has not
verified and accepts no legal responsibility for any third-party Information. In addition, the Stanhope Group makes no representation, warranty, undertaking
or guarantee, express or implied, as to the accuracy or completeness of the Information and opinions therein. No members of the Stanhope Group shall be
responsible for or have any liability to any Recipient or third party for losses or damages (whether consequential, incidental or otherwise) arising (i) out of
errors, omissions or changes in market factors, conditions or circumstances or (ii) from making any use of the Information.
The Information does not replace, supplement or amend the contractual documentation entered between the relevant member of the Stanhope Group and
the Recipient, including but not limited to (i) the required qualifications of the Recipient in order for such Recipient to receive the Information and (ii) the
disclaimers and limitation of liability contained in such contractual documentation. Further, the Information does not replace, supplement or amend the
documentation applicable to any investment fund or other financial products referred to in the Information.
United Kingdom
To the extent that the Information is aimed at residents of the United Kingdom, the Information has been approved for issue in the United Kingdom by Stanhope
Capital LLP. Stanhope Capital LLP’s advice is categorised by the Financial Conduct Authority as “restricted” because it advises on investment funds, which are
only one type of “retail investment product”. Stanhope Capital LLP does not provide investment advice on other retail investment products, such as life
insurance, stakeholder pensions or personal pension schemes.
Jersey
The advice Stanhope Capital (Jersey) Limited offers under our advisory service is restricted as we advise on investment funds, which is only one type of
investment product. Stanhope Capital (Jersey) Limited does not provide investment advice on retail investment products, such as life insurance, stakeholder
pensions or personal pension schemes.

United States
The Information is not intended for residents of the United States or for any U.S. Person. The Information is not an offer to sell any securities to or for the
benefit of United States persons or the solicitation of any offer to buy securities on the part of or for the benefit of any such United States persons. For the
avoidance of doubt a U.S. Person does not include a U.S. Citizen resident outside the U.S.

