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Market Moves

We have not made any tactical changes to our positioning over the last two weeks. As we discuss below, equity
markets continue to benefit from the ‘sugar rush’ caused by high levels of liquidity support provided by central
banks and governments. The positive momentum in equity markets may seem surprising to many investors, but
with cash and bond yields close to zero, equities look attractive by comparison.

Equities (incl. Dividends)

15-Aug-20 World ($) US($) Europe'(€) UK(£) Japan(¥) EM($) Asia ($)
Month to Date 3.3% 3.2% 3.4% 3.8% 8.3% 1.6% 2.1%
Year to Date 1.6% 5.3% -7.0% -17.4% -3.7% 3.8% 3.8%
ot |
com’($) Gold($) WTIOil($) EUR UST 10Y°
Month to Date 3.1% -1.6% 4.3% 0.5% 0.0% -0.7% 18bps
Year to Date -12.2% 28.2% -31.2% 56% -1.3% 1.9% -121bps

Note: 1Europe excluding UK; 2Bloomberg Commodity Index; 3US Treasury 10 Year Yield shows absolute, not percentage, change in yield; Source: Bloomberg

Equity markets hit the ground running in August, with the S&P 500 Index posting seven consecutive daily gains,
taking Wall Street to within touching distance of its record high reached on 19t February. Cyclical sectors, such as
industrials, energy and financials led the way, whilst defensive sectors, including utilities and consumer staples,
were the laggards. News on the vaccine front was broadly supportive of markets and efforts in the US to control the
second wave of COVID-19 cases seem to be working. This improving backdrop contrasts with the state of play in
Europe and Asia, where reported cases are generally on the rise although the total numbers are still low compared
to the US. Markets sidestepped several other potential stumbling blocks, including the impasse in Washington DC
on the next round of fiscal stimulus measures, as well as ongoing sabre-rattling between the US and China.
Notwithstanding Joe Biden’s selection of Kamala Harris, the Californian Senator, as his running mate, manoeuvrings
in advance of the US presidential election in November were not particularly newsworthy.

The race to develop a COVID-19 vaccine once again acted as a strong tailwind for markets. Novavax, based in the
US, caused a ripple of excitement when it announced that its vaccine candidate has successfully generated
antibodies four times higher than those made by people who recover naturally from the virus. Elsewhere, President
Trump pledged to buy 100 million doses of Moderna’s vaccine in a $1.5 billion deal. Curevac, the German vaccine
company backed by Bill Gates, raised $245 million at its Initial Public Offering (“IPO”) on the Nasdaq, and, CanSino
Biologics, the Chinese vaccine company, whetted appetites at its Shanghai debut, raising $789 million in a secondary
offering. Not to be outshone, Russia granted regulatory approval for the Sputnik V vaccine, beating every other
country to this milestone. Named after the satellite launched by the Soviet Union in 1957, the announcement
prompted warnings from the international scientific community, owing to widespread concerns about its safety,
with its release permitted after less than two months of human testing. This was despite Russia’s president, Vladimir
Putin, using his daughter as one of the test patients.

Inthe US, a stalemate between Republicans and Democrats over a new coronavirus support package failed to inspire
confidence. Nancy Pelosi, Speaker of the House of Representatives, declared that both sides were “miles apart” and
admitted that even getting them both around the same table was proving difficult. Markets have been surprisingly
unperturbed by the lack of progress, even though millions of newly jobless Americans stopped receiving the $600
weekly unemployment handout at the end of July. President Trump, however, provided a well-timed boost to risk
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assets, when he hinted that a capital gains tax cut is on the cards. In theory, the President would need approval
from Congress to reduce the 20% tax rate, but there remains the possibility that he could sign an executive order to
get around this. Recent polls showing him trailing Joe Biden by ten points in the US presidential election, may force
the President to offer the electorate something substantial.

There continues to be no love lost between the world’s two superpowers, with sanctions once again on the agenda.
The White House fired the opening salvo, sanctioning Carrie Lam, the Chief Executive of Hong Kong, who has been
a prominent target over recent years for pro-democracy campaigners. President Trump also had TikTok and WeChat
squarely in his crosshairs, banning all US residents from doing business with them. He argued that the Treasury
should receive a “very large percentage” of the purchase price if Microsoft acquires TikTok’s US business. A symbolic
visit to Taiwan by the US Secretary of Health angered Beijing and raised the likelihood of a historic trade deal being
struck. In response, China declared sanctions on a number of US officials, including Republican Senators, Marco
Rubio, Ted Cruz and Tom Cotton, all of whom have helped drive antipathy towards the Chinese Communist Party
(“CCP”). Concerns about the CCP’s true intentions in Hong Kong reared their head, following the arrest of Jimmy Lai,
the media tycoon and democracy activist. Even as relations soured, it is striking that investors broadly kept their
composure. Larry Kudlow, the White House Economic Advisor, was potentially the saving grace, dismissing rumours
that the phase one trade deal agreed last year is dead.

Gold climbed to record highs at the start of the month, before slumping nearly 6% in one day, the largest daily
decline in seven years, and then recovering some ground towards the end of the fortnight. The metal is attracting
capital amidst concerns about a weakening global economy, potential currency debasement, geopolitical tensions
and fears of rising inflation. A record $40 billion flowed into gold ETFs over the first half of the year and a further
$7.4 billion in July. After months of not getting much attention, government bond yields rose sharply (albeit off an
extremely low base) partly a reflection of rising risk sentiment. This did not stop a record size 10-year US Treasury
auction being sold with relative ease and August is set to be the biggest month ever in terms of investment grade
bond issuance. Alphabet, a double A-plus rated company, raised $10 billion in its first sale of bonds since 2016,
offering some of the lowest coupons ever for a US corporate.

Economic Update

All eyes were on employment data in the US, which turned out better than expected. Initial jobless claims were
stronger than expected, coming in at 963,000 against 1.1 million forecast and the overall unemployment rate fell to
10.2% compared to forecasts of 10.6%. Although an impressive 228,000 decrease from the previous week, the initial
jobless claims count still compares unfavourably to the worst week in the aftermath of the global financial crisis,
where “only” 665,000 claims were recorded. The camp of investors betting on inflation rising, were happy to see
core US CPI jump 0.6% month-on-month, the largest positive monthly move in almost three decades, although one
should not read too much into one month’s data.

The picture was less pretty in the UK, where second quarter GDP fell 20.4%, worse than the US and its European
peers. Luckily there are some signs that the economy is now on the up, as demonstrated by the latest Construction
Purchasing Manufacturers Index (“PMI”), which rose to 58.1 against expectations of 57.0, the highest reading since
October 2015. Across the Channel economic data was quite varied, including Euro area industrial production rising
9.1% month-on-month but failing to meet expectations of 10.1%. German factory orders spiked 27.9% month-on-
month against 10.1% expected. Mixed signals also came out of China, with the Manufacturing PMI surprising to the
upside, at 52.8 against 51.1 expected, but the Services PMI let the side down, posting 54.3 against 58.0 expected.
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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 and Stanhope Capital SAS. 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). 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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