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Tactical Positioning

We have not made any major tactical changes over the last two weeks as our exposure to equities continues
to pay off. As we discuss below, risk assets continue to rise and there is a positive attitude from investors as
we move into 2020. That said, we remain pragmatic and there may become a point at which we change our
stance but, for the time being, positive momentum prevails.

Market Moves

Equities (incl. Dividends)

15-Dec-19 World ($) US(S)  Europe! (€) UK(£) Japan(¥) EM($) Asia (S)
Month to Date 1.1% 1.0% 0.5% 0.1% 2.4% 3.6% 2.9%
Year to Date 24.3% 28.1% 25.4% 14.3% 19.7% 15.7% 17.4%
| Gov't |
COMZ?($) Gold ($) WTI Oil ($) EUR JPY UST 10Y3
Month to Date 3.0% 0.8% 8.9% 0.9% 3.1% 0.1% Sbps
Year to Date 5.6% 15.1% 32.3% -3.0% 4.5% 0.3% -86bps

Note: !Europe excluding UK; 2Bloomberg Commaodity Index; 3US Treasury 10 Year Yield shows absolute, not percentage, change in yield; Source: Bloomberg

While John Lennon and Yoko Ono cut straight to the point with “Happy Christmas (War Is Over), President
Trump’s Christmas message to China is proving a little less clear. Trump kicked off December by spooking the
markets when he reinstated steel and aluminium tariffs on Brazil and Argentina, then “hit” Twitter to suggest
it may be better to wait until after the 2020 US presidential election to strike a trade deal with China. As a
result, the S&P 500 Index suffered its worst two-day loss in nearly two months. Fellow market pantomime
villains included US Commerce Secretary, Wilbur Ross, who reiterated that the administration would raise
tariffs on Chinese goods on 15 December if there was no progress in negotiations. Robert Lighthizer, US Trade
Representative, amplified these scare tactics by threatening to slap tariffs of up to 100% on French goods in
retaliation for a new digital service tax on US technology companies. On 13 December, however, Trump
agreed to halving tariffs on $120 billion of Chinese goods and suspending a planned expansion of duties on
$160 billion worth of other Chinese goods. Under the agreement, China would purchase $50 billion worth of
US agricultural goods and other America products next year. Yet, with still no mention of rolling back earlier
tariffs, it remains unclear whether the President is laying genuine groundwork for a meaningful truce. As a
result, the markets remain choppy despite the S&P 500 Index moving to new highs on the back of this recent
announcement.

This side of the pond, the focus was on the UK’s third general election in less than five years. This was perhaps
the most polarised election since the Thatcher-era and saw the electorate divided as much by leave and
remain Brexit views as by historical party lines. Prime Minister Boris Johnson romped home to an 80-seat
majority, on the back of a big swing from Labour to the Conservatives in leave voting parts of Britain. The exit
poll, indicating a decisive Conservative victory, triggered a quickfire ‘relief rally’ of over 2% in sterling taking
it to a peak slightly beyond $1.35, the highest level since May 2018. It remains to be seen what path Boris
Johnson will take now he has backing from Conservative backbenchers to deliver his Brexit deal. Brussels is
said to be relieved by the result, despite the EU’s Brexit trade negotiator, Michel Barnier, being sceptical that
an accord will be struck by the end of 2020. As for Labour leader Jeremy Corbyn’s premiership aspiration...?
IT’S BEHIND YOU!!
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The US Federal Reserve (“Fed”) has confirmed it's now in wait-and-see mode, following its mid-cycle policy
adjustments between July and September, when interest rates fell by 25bps at three consecutive Fed
meetings. This was the first unanimous decision by the Federal Open Market Committee (“FOMC”) since
May. The pressure to ease policy has been lifted off the Fed, in part due to a relatively buoyant job market,
which saw the creation of 266,000 new jobs in November, versus expectations of 187,000. In addition, the
Fed produced the so-called ‘dot plots’, which lay out the open market committee members’ forecasts for the
future path of rates. The median dot for next year indicates that policy will remain unchanged, with just four
members wanting a 25bp increase, while the median dot for 2021 shows a 25bp hike. Notably, not a single
FOMC member opted for a cut, signalling that the Fed has finished its period of monetary easing.

Closer to home, Christine Lagarde, the new head of the European Central Bank (“ECB”), announced no policy
changes, following her predecessor Mario Draghi’s September measures. The Governing Council left interest
rates unchanged, in line with expectations, reasserting that they would not change tack until inflation edges
closer to the 2% mark.

Elsewhere, the state-controlled Saudi Arabian Oil Company (“Aramco”), raised $25.6 billion in the world’s
largest initial public offering (“IPO”). The size of the IPO, which represented 1.5% of Aramco’s shares, broke
the record set by Chinese internet company, Alibaba, in 2014. The offering valued the company at $1.7 trillion
—more than either Apple or Microsoft but lower than the S2 trillion it had initially targeted. As a result, Saudi
Arabia moved to prop up the market for crude oil by sealing a new production deal with OPEC and its allies.
Further curbs, on top of the 1.2 million barrels a day agreed last year, were put in place during the month.
Output is to be reduced by another 500,000 barrels per day with Saudi Arabia pledging an additional 400,000
barrels of voluntary cuts. The total cuts since OPEC and Russia first got together in 2016 to manage the oil
price now amounts to 2.1 million barrels per day, about 2% of daily global demand. In response, the cost of
Brent rose by 8% to $65.26 a barrel over the fortnight. Also, strong demand from Saudi retail and corporate
investors for Aramco shares has since seen the company’s market value pushed above Crown Prince
Mohammed bin Salman’s S2 trillion goal.

Economic Updates

The theme of 2019 continued into December, with strength in consumer demand relative to corporate
spending and strength on the services side relative to manufacturing. In the US, data was decidedly mixed as
the Manufacturing Purchasing Managers’ Index (“PMI”) was revised up 0.4pts to 52.6, which matches the
April level. However, to muddy the picture the November Institute of Supply Managers (“ISM”)
Manufacturing Survey missed its 49.2 expectation coming in at 48.1. The ISM New Orders Survey fell to 47.2,
showing that US manufacturing order books are slowing down. Consumer confidence data, meanwhile,
remains robust and the unemployment rate is down to 3.5%. The Non-Manufacturing ISM Index fell to 53.9
versus expectations of 54.5 which added to the negative tone from the ADP private payroll figures which saw
the weakest employment gain in six months.

In the Eurozone, the composite Manufacturing PMI came in above market expectations, although this
masked country differences, with Germany revised up and France revised down. Italy’s Composite PMI fell
into contractionary territory at 49.6, its lowest reading in seven months. Eurozone services PMI also trended
up and beat expectations.

Best wishes and season’s greetings!

JONATHAN BELL
[IVO COULSON
HITEN KHETIA

17t December 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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