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Tactical Positioning

Despite England being knocked out of the semi-final of the FIFA Women’s World Cup, the first two weeks of
July were kind to sports fans in the UK, particularly so over the weekend, with a Lewis Hamilton win at
Silverstone, the longest Wimbledon men’s final, and an extraordinary and nail-biting final between England
and New Zealand in the Cricket World Cup. For investors, markets were equally kind, with another strong
fortnight for equities following the rise already seen this year.

By contrast, company profits growth has been subdued and while valuations in most markets still look
reasonable, there are question marks over how long the current rally can continue. So far this year, it has been
right to stick with risk positions in portfolios and we continue to do so, but like the sports men and women
over the weekend, we cannot relax because of what has happened so far this year. We maintain our balance
in portfolios and continue to look out in case the environment changes.

Market Moves

Equities (incl. Dividends)

15 -Jul -19 World (§) US(S)  Europe! (€) UK (£) Japan (¥) EM (S) Asia (S)
Last 2 Weeks 1.8% 2.5% 0.6% 1.5% 1.5% 0.5% 0.4%
Year to Date 18.0% 21.2% 18.0% 14.8% 7.4% 10.6% 12.9%
| Govt |
COM?($) Gold($) WTIOQiIl($) EUR JPY UST 10Y3
Last 2 Weeks 1.2% 0.3% 1.9% -1.0% -1.4% 0.0% +8 bps
Year to Date 6.4% 10.3% 31.2% -1.8% -1.9% 1.6% -60 bps
LEurope excluding UK

2Bloomberg Commodity Index
3US Treasury 10 Year Yield shows absolute, not percentage, change in yield
Source: Bloomberg

Wall Street saw the best performing equity market over the fortnight, boosted by dovish policy statements
from the US Federal Reserve (“Fed”), a softer US dollar and seemingly constructive trade talks between the US
and China. The S&P 500 Index closed above 3000 for the first time ever, whilst the Nasdaq and Dow Jones
Industrial Average also marked record highs. Global equities are now up 18% for the year. Bond markets have
risen this year, although over the fortnight US bonds came off slightly as analysts modestly trimmed their
expectations of the extent of the likely interest rate cuts. In the eurozone, some of the higher risk bond markets
have performed particularly well. Italian 10-year bond yields continued to move sharply downwards over the
fortnight, benefiting from the European Commission’s ruling that there will be no disciplinary action over Italy’s
budget. Moreover, the yield on euro denominated Greek 10-year bonds made history by briefly dropping
below 2.00%, remarkably almost reaching parity with US dollar denominated US Treasuries.

Equity markets welcomed the testimony of Fed Chair, Jerome Powell, before Congress, which suggested a
strong preference for an interest rate cut later this month with apparent support from most Fed board
members. His statement that the ‘case for a somewhat more accommodative monetary policy had
strengthened’ gave little room for misinterpretation. Powell cited the US/China trade dispute, slowing global
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growth and anaemic inflation as major issues facing the economy, and noted that unwanted ‘crosscurrents
have re-emerged’. Just as importantly, Powell appeared to brush over the temporary trade truce agreed by
President Trump and President Xi at the G20 Osaka Summit and played down the surprisingly strong June jobs
report.

On the trade front, representatives of the US and China opened a formal dialogue to implement the consensus
reached at Osaka. Larry Kudlow, Director of the National Economic Council, reiterated the plan for the US to
ease its stranglehold on Huawei by relaxing licensing restrictions and for China to increase their purchases of
US agricultural products. Yet, it was not all plain sailing, with the US Commerce Department announcing its
intention to apply duties of between 30% and 177% on Chinese imports of fabricated structural steel, arguing
that the Chinese government has been unfairly subsidising production. The US State Department’s decision to
approve Raytheon’s $2.2 billion sale of Abrams tanks, Stinger missiles and other military equipment to Taiwan,
similarly vexed Chinese authorities.

European Union (“EU”) policy makers are considering how to respond after the US published a list of goods
worth up to $4bn, including Scotch whisky and Italian cheese, which are set to be hit with punitive duties later
in the year. US grievances were focused on the subsidies Airbus and other European companies have been
receiving from the EU, which the World Trade Organisation ruled violates international trade rules and the US
Trade Representative estimates costs the US economy $11 billion per annum. Never afraid to turn the screw,
President Trump ordered an investigation into the legality of France’s planned 3% digital services tax, which
he claims unfairly targets large US technology companies. It is likely that trade discussions with the US will be
high on the agenda of the new cohort of European leaders starting in November, including Ursula von der
Leyen as President of the European Commission, Charles Michel as European Council President and Josep
Borrell as the EU’s foreign policy chief. Current Chairwoman of the International Monetary Fund, Christine
Lagarde, has been appointed the new president of the ECB, also from November.

Geopolitical tensions simmered in the Middle East, in the aftermath of Britain’s seizure, off the coast of
Gibraltar, of an Iranian oil tanker bound for Syria. In response, Iran accused Britain of an act of piracy and
attempted to prevent a British oil tanker passing through the Strait of Hormuz, the waterway through which
one third of the world’s seaborne oil passes. This confrontation and a large drawdown in US stockpiles drove
the price of crude oil higher.

Economic Update

Economic data was mixed in the US. Nonfarm payrolls caught investors off guard at 224,000 against 160,000
expected, easily surpassing the 72,000 recorded in May. Likewise, US CPI inflation came in higher than
expectations, at 0.3% month-on-month compared to 0.2% anticipated. Both these readings point to a healthy,
rather than depressed, economy and reduce the likelihood of the Fed opting for a full 50-basis point cut later
this month. However, in contrast to the strong jobs report and inflation data, the ISM Manufacturing
Purchasing Managers Index (“PMI”) fell to 55.1, the lowest reading since June 2017, and the ISM Non-
Manufacturing PMI fell to 51.7, the lowest since October 2016.

This side of the Atlantic, the IHS Markit/CIPS UK Construction PMI was particularly poor, coming in at 43.1
against 49.2. This is, by some distance, the worst reading since the Global Financial Crisis, highlighting the
fragile state of the UK economy. In the fine print, exports declined, and domestic demand fell, possibly the
result of a reversal of the stockpiling which took place in the run up to 31 March 2019, when the UK was
expected to leave the EU. The gloomy picture was not improved by the Services PMI which came in at 50.2
against 51.0 expected and the Composite PMI at 49.7, the first reading below 50 since July 2016. Mark Carney,
the Governor of the Bank of England, laid the foundations for the Monetary Policy Committee to cut interest
rates in August, explaining that the ‘intensification of trade tensions has increased the downside risks to global
and UK growth’ and that it is therefore ‘unsurprising’ that markets have priced in lower interest rates.
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In China, the protracted trade dispute with the US looks to be biting, with second quarter GDP rising by 6.2%,
meeting expectations but down from 6.4% in the first quarter and ominously, the slowest growth rate since
1992, when quarterly data was first released. Nonetheless, stimulus measures give the impression that they
are supporting domestic consumption. Industrial production, for example, came in at 6.3% year-on-year
against 5.2% expected, and retail sales at 9.8% year-on-year against 8.5% expected.

JONATHAN BELL
IVO COULSON
HARRY COOKE

15 July 2019
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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 (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.

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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