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Tactical Positioning

We wrote in the last bulletin that a number of factors provide support to equity prices with high dividend yields
relative to interest rates being one of them. Since then, there has been a solid rebound in markets and sentiment
has improved. In the short-term, investors will now move their focus to the US Federal Reserve’s meeting on the
18t and 19t June which will address the current level of US interest rates. We don’t foresee a cut just yet, but the
scene is set for easing in the second half of the year. In addition, the heads of the G20 leading economies meet in
Osaka on the 28t and 29t June and there is speculation that an attempt will be made to re-boot the US-Chinese
trade talks. Optimism is building, errant ‘tweets’ notwithstanding, and this might support the markets further in
the coming days.

Market Moves

Equities (incl. Dividends)

15 -June -19 World (§) US(S)  Europe! (€) UK (£) Japan (¥) EM (S) Asia (S)
Last 2 Weeks 3.8% 5.0% 2.9% 2.7% 2.3% 1.6% 1.6%
Year to Date 13.7% 15.9% 15.1% 11.8% 5.1% 6.9% 8.8%
| Govt
COM?($) Gold () WTIOiIl($) EUR JPY UST 10Y3
Last 2 Weeks 0.2% 2.8% -1.9% 0.3% -0.3% -0.3% -4 bps
Year to Date 2.6% 4.6% 15.6% -2.3% -1.3% 1.0% -60 bps

IEurope excluding UK

2Bloomberg Commodity Index

3US Treasury 10 Year Yield shows absolute, not percentage, change in yield
Source: Bloomberg

Equity markets, led by the US, reacted positively to the shift in US interest rate expectations, outweighing fears of
the economic impact of a trade war. We have witnessed a dramatic shift in US Federal Reserve (“Fed”) rhetoric
from ‘restrictive’ in September 2018 to ‘patient’ in March 2019, with an even more dovish statement expected at
its meeting this week. The market, as indicated by Fed funds futures, now points to an 80% probability of an
interest rate cut in July.

Despite full employment in the US and healthy earnings growth last year, policy makers are aware that further
economic expansion at this late stage in the cycle will be harder to achieve if companies are unwilling to deploy
capital amid escalating trade war tensions. The US 10-year Treasury yield fell by four basis points over the
fortnight, to 2.09%, in anticipation of slower economic growth. Continuing with the theme of central bank
dovishness, European bonds rallied over the fortnight, pricing in further accommodative policies from the
European Central Bank (“ECB”). The ECB is expected to be sensitive to trade war pressures, the Fed’s change in
stance and weak European economic indicators.

Oil fell by 1.4% over the fortnight as OPEC cut its forecasts for this year’s global oil demand growth to 1.14 million
barrels, 70,000 barrels per day fewer than expected. Last week, OPEC stated that recent ‘escalations in trade
disputes are expected to lead to lower economic growth rates’ and a report from the American Petroleum Institute
revealed that US crude stockpiles increased by a further 4.85 million barrels last week.
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Sterling fell 0.2% versus the dollar over the period, reflecting continued Conservative Party leadership and Brexit
uncertainty in the UK and a weak GDP reading (-0.4% month-on-month). The latest Purchasing Managers Index
(“PMI”) report for the UK came in at 49.4, disappointing expectations by 2.6 points and falling 3.7 points below
April’s number. A reading below 50 signals contraction and, notably, the last time the UK PMI went below 50 was
in 2016, after which the Bank of England cut interest rates in response. Elsewhere, the euro strengthened
modestly, and the yen weakened slightly, the latter being historically consistent with rising equity markets.

Economic Updates

Once again, President Trump commented on the Fed’s policy, telling ABC News the Dow Jones ‘would be 10,000
points higher’, an increase of 38% from today’s level, if the Fed hadn’t raised interest rates last December. Trump
appears to have increased economic risks through his erratic changes in trade policy. Two weeks ago, it looked as
though an agreement was coming together to reset trade relations between the US and China, but hopes were
dashed as Trump balked at the proposed agreement. He accused officials in Beijing of reneging on their
commitments and retaliated by threatening to impose billions of dollars” worth of new tariffs on Chinese goods.
He stated in an interview that he could impose tariffs ‘much higher than 25%’ if President Xi Jinping doesn’t meet
him at the G20 summit.

Although recently released US GDP data showed an annualised expansion of 3.2% in the first quarter, economists
fear that the US economy will suffer from higher tariffs, with Oxford Economics estimating that if a 25% tariff is
extended to all of China’s exports to the US, it could result in a 0.5% hit to US GDP next year. At the margin, softer
data in certain economic indicators are already being blamed on the ongoing trade war. The US Consumer Price
Index report for May disappointed expectations, coming in at 0.1% versus 0.2% expected with the 3-month and
6-month readings also falling to 1.6% and 1.9% respectively. Anecdotally, US chip maker Broadcom reported a
decline in second quarter earnings, citing a broad-based fall in demand as a result of a lack of visibility on US /China
trade relations and the export restrictions on Huawei (one of their largest export customers).

Elsewhere, European economic indicators remained weak over the period; the final reading of the PMI for the

Euro Area was unrevised at 47.7, down 0.2 points from May. Despite the trade war, China’s Consumer Price Index
was in-line with consensus expectations at +2.7% year-on-year.

JONATHAN BELL
[VO COULSON
IMOGEN HERVEY-BATHURST
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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 SAS and Stanhope Capital (Cayman) Limited.
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 LLP is a limited
liability partnership incorporated in England and Wales authorised and regulated by the Financial Conduct Authority (FCA). Stanhope Capital
SAS is a “Société par Actions Simplifiées” incorporated in France and regulated by the Autorité de Marchés Financiers (AMF). 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 (i) 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.

France
Stanhope Capital SAS 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.
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