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Tactical Positioning

As we discuss below, equity markets have been strong over the past few weeks and our portfolios continue to
benefit from the recovery. However, looking into the second half of 2020, one source of increasing concern is
the performance of sterling against a background of difficult Brexit trade negotiations, significant money
printing and interest rates that may head into negative territory (not to mention a huge, looming budget
deficit). Although the pound looks reasonably cheap on a ‘purchasing power parity’ basis, it is a small and
volatile currency which tends to perform badly when risk assets are in retreat. Taking all these factors into
account, we have reduced our sterling exposure for clients who have it as their base currency. It is worth noting
that during the market stress of late March, the pound fell to $1.15 versus the dollar but has subsequently
recovered to around $1.25. We believe that there is scope for sterling to revisit these lows in the coming
months.

Market Moves

Equities (incl. Dividends)

31-May-20 World ($)  US(S) Europe! (€) UK (€£) Japan(¥) EM(S) Asia (S)
Last 2 Weeks 6.0% 6.4% 7.6% 4.9% 7.7% 2.5% 1.7%
May 4.2% 4.7% 4.1% 3.3% 6.7% 0.6% -0.2%
Year to Date -8.0% -5.2% -12.8% -18.2% -7.9% -11.4% -10.8%
oovt
COM2($) Gold ($) WTIOIl ($) EUR JPY UST 10Y3
Last 2 Weeks 3.0% -0.9% 20.6% 2.6% 1.9% -0.7% 1bps
May 4.3% 2.7% 88.4% 1.3% -2.0% -0.6% 1bps
Year to Date -21.2% 13.8% -41.9% -1.0% -6.9% 0.8% -126bps

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

Equities ended the fortnight higher driven by additional central bank announcements, government support
and hopes of a continued economic recovery as countries emerge from lockdowns. Europe and Japan were
the standout performers, with the US close behind. During May as a whole, the US technology sector continued
to lead the way, with the NASDAQ index now up an impressive 4.9% this year. It will be interesting to see
whether it can keep up its momentum as shares in Facebook and Twitter come under pressure from President
Donald Trump’s threats to tighten regulations on social media platforms following Twitter’s posting of a fact-
check notice regarding one of his tweets.

Gold fell slightly during the fortnight and even though the price of WTI Qil saw a staggering 88% gain over the
course of May, it is still down 41.9% in 2020 so far, reflecting just how savage the demand drop and oversupply
have been. Bond yields in the US were flat, whereas European periphery country bond yields fell following the
European Commission’s announcement of a planned recovery fund (more below).

The past two weeks also saw a slew of negative developments and mounting tensions. The US Senate adopted
a draft bill enabling increased surveillance of non-US companies, which in the worst-case scenario would
exclude Chinese companies from US listings. Riots and looting have been plaguing many cities across the US
since the death of George Floyd. What initially started out as peaceful protests by the “Black Lives Matter”
movement, has escalated with the involvement of Antifa (the anti-fascist protest movement) and its
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supporters. In response President Trump has declared that Antifa will become a designated terrorist
organisation, however it is unclear what implications this will have.

Thursday’s jobless claims report showed that an additional 2.4 million Americans filed for unemployment in
the previous week, bringing the trailing nine-week total to a stunning 39 million. While many economists
believe that it is possible for millions of displaced workers to be rehired in the summer months as the economy
slowly reopens, they warn that many other expected temporary layoffs could turn into permanent job losses,
specifically across the retail and hospitality sectors.

In Europe, Germany and France proposed a €750 billion European Union recovery fund, in order to coordinate
a European fiscal response to the coronavirus pandemic. The European Commission is planning to raise the
money in the capital markets and use €500 billion to support EU spending in the form of grants and €250 billion
in loans to national governments. “The Frugal Four”; Austria, the Netherlands, Denmark, and Sweden oppose
the plan, saying they would only accept a rescue fund that exclusively gives out loans rather than grants. If
European Commission President Ursula von der Leyen can win the backing of member states, it would be a
watershed moment for the bloc, where financial burden sharing has long been one of the thorniest issues that
has held back deeper integration. It could quell concerns that a lack of solidarity is empowering populists and
in turn threatening the EU’s survival. Italy and Spain would be the biggest beneficiaries of the rescue package,
with their economies having been hit hardest during the pandemic.

In the UK, Bank of England Governor, Andrew Bailey, made a U-turn on his previous comments regarding
negative interest rates, by telling a parliamentary committee that negative interest rates were now under
“active review” to reinforce an economic recovery. He made it clear that policymakers would need additional
time to consider the implications of such a move. The week before he said that the central bank was neither
planning nor contemplating negative rates, although he declined to rule them out altogether.

Economic Updates

Economic reports released during the fortnight looked encouraging. In the US, the IHS Markit’s gauge of May
services sector activity surprised on the upside, existing home sales in April were also modestly stronger than
expected and mortgage applications jumped in May off a five-year low.

China’s National People’s Congress re-opened in Beijing and for the first time since 1994 there was no official
growth target set, giving policymakers more flexibility in reopening the economy, without the need to worry
about meeting, what Chinese premier Li Kegiang called, a "man-made" target.

We are starting to see the first high-profile bankruptcies (such as Hertz Rental Cars) and multiple government
bailouts for severely damaged key-industry players. For example, Lufthansa, the German air carrier, has been
losing an average of €1 million an hour since the pandemic started and is set to receive a €9bn bailout from
the German government in exchange for a 20% stake, two board seats and a veto over any hostile takeover
bid. Germany said it is planning to sell its shares by the end of 2023.
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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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